1. It is difficult categorically to approve
or disapprove a complex decision like that of

the devaluation of the rupee. All that one can
say is that it was a decision which was very
hard, almost impossible, to avoid in the exist-
ing circumstances. One can approve of the
decision to the extent that it can set in motion
certain corrective forces in the entire economy
and some necessary change in the formulation
of economic policy. As a result, there are
prospects of improvement in the health, tone
and tempo of the economic system. To this ex-
tent, one can give a very heavily qualified wel-
come 1o devaluation.

2. Some alternatives to devaluation had
already been ‘introduced in India through the
export incentive schemes as well as the Na-
tional Defence Remittance Scheme. These
could, perhaps, have been more consistently
worked into.a full-fledgeq system. Under such
an arrangement imports would be checked only
by means of high import duties, but would
otherwise be free, and the market forces
would be allowed to determine the extent and
flow of different imported items, On the ex-
port side, there would also be a linking up with
imports through entitlements, Import entitle-
ments shou'd assist in the induction of mar-
ket mechanism, This would be i
import entitlements

ren of importers as well as items. Both these
echniques for isti -
:itultiqn can st?i?iomnd
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inforce correctional aspects of devalua-
11:1? Checu]ﬁns the high rate of pupulatu:;n ini;
crease is an im t requirement, so also
the curtailment of Governmental outlays.

wing devaluation, the most im-
pong.{'lt Ff:g}!nc;; isstc- increase existing }es&els Lrgi
production both in aﬁlculrgéremg:d i:nc::. :

ards agricultural produ :
i?cnr::ged bygassuring larger modern mmii-:tf
such as fertilisers, pesticides, weedicides, i

secticides, pumps, agricult!.lrai implements,
so on. In terms of industrial production, hrlgl;e‘;
imports of raw materials as well as _compoﬁme
should be assured for a sizable period of .
This will result in lower unit costs throug
operation at higher capacities. It is necessary
at, particularly in imported goods, the psy-
chology of shortages which has been allowed
to develop over all these years should be re-

moved.

Production will also increase if the existing
policies and procedures regarding hcerm.:t:Lag aj;e
removed or at least relaxed up to a capita] in-
vestment of Rs. 1 crore. In the field miner-
als, if production is to be increased, many areas
reserved by the Government should be thrown
open to private entrepreneurs.

To check the inflationary factors on the
monetary side, Government spending has to be
severely curtailed until production gathers mo-
mentum.

4. The biggest asset that we have 13 man-
power and human skills, at all levels of work—
manual, designing, fabrication, invention, mar-
keting, as well as management. These ener-
gies gﬂ\re to be utilised in order to operate on
the other resources that we are endowed with.

I do not think that the Indian economy has
any inherent weakness,

.' HEM BARUA

1. India’s decision to devalue the rupee,
which is by any reckoning a drastic measure to
rejuvenate our economy, confirms officially the
flagrant fact that during the past few years
of our economic planning, India's economy has
been in the doldrums. What has been a com-
mon experience all these years has now the
Governmental seal of approval. It must he
admitted that during all these years no effort
has been made to instil strength and stamina
into our failing economy. Since 1964 our finan-
cial reserves have been experiencing the strain
of a Prempltn!e decline. This was a warning
writ large on the wall for our rulers to take
note of. Yet, except for looking at the deterio-
rating economic scene 1n a spirit of philosophic
detachment, was any effort made to replenish
our declining reserves, particularly by export
promotion and by putting a check on non-Plan
civil expenditure? )

After burning the candle at both ends, the
Government now comes out with this desperate
remedy called devaluation. I am afraid that
the measure, however drastic, will nat work,
unless follow-up steps are taken on a war
footing to rejuvenate our recalcitrant economy,
To say that the rupee is devalued for external
purposes is not to recognise the basic fact that
a nation's economy is a comprehensive whole,
5o much interlinked and interdependent that it
cannot be compartmentalised into watertight
divisions of external and interna] avenues.
Compartmentalised thinking can be an excel.
lent academic exercise, but in its practical ap-
{letl;:at:on. such an approach is doomed o steri-

.

2, Instead of

e i resorting to so desperate

Government should have tried to

rejuvenate our economy by other measures,

such as: (a) Framing annual budgets wi
avaj!a%:ile resources, so as to avoid def_imt fin-
ancing. Unfortunately, deficit budgeting has

become a regular feature with our Government, -

whether at the Centre or in the States. (b
Introducing strict fiscal discipline, which can
be ensured only by avoiding deficit financing
and overdrafts. Besides, (c) disulee in ex-
penditure, particularly on non-Plan projects,
must be meticulously observed.

3. Inflation, which is_ the wunfortunate
consequence of deficit financing, has been eat-
ing into the vitals of our economy during the
past few years. What devaluation is going to
do is to give a further fillip to inflation, which
has been a chronic ailment of our economy dur-
_mf the Plan period. To say that inflation is
Inherent in a developing economy cannot be
the right answer to bad economic planning. In
theé context of all this, the Government s ould
take urgent measures: (a) to put & curb on
the price spiral; (b) to effect drastic economijes,
particularly, in non-Plan expenditure; (c; to
promote exports on a judicious scale; and (d)

to put a check on imports on a selective basis. <"

...In the context of our econom facing a
critical situation the Government s ould take
the lead in austerity of living, so that their
ideal may become an insriratinn to the rest
of the nation. Fiscal dise line, coupled with
a sort of Gandhian austeri Y,
back our economy from the
ready been consigned to,

4. Whatever inherent stren our eco-
nomy once possessed, even after agt:entury-ndd
of foreign rule, has been successtull squander-
ed by the Government of free India
planning f’ (b) £excessive spending, particularly
on non-Plan ecivil administration; and (¢) neg-
lecting exports. For instance, India has lost her
tradljd o%?h market in different ﬁ
world, Who monopolises the market i =
East Asia today? it India or Cr:himal'iIl e

Only an ostrich can say that t is j
herent strength in our econo:r"ny at pb];git”:ﬂﬂ;
?iur;ecoh;myelsale the doldrums has been con-

ernmental decision
:ﬂ;} mm{.ﬂ ms:::ver is “inherent» 1;00(:;?:::23
IOty érent weakness, z monument

‘ernment of i may
sound pessimistic, byt ithue hx-ﬁg.“‘

can alone bring
morass it has al-

y: (a) bads
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INSPECTING THE RATINGS

1t was a colourful ceremony off Bombay—President Radhakrishnan's
review of the Indian Fleet as the Supreme Commander of the Defence
Forces. And it was the President’s first visit to the LN.S. VixranT, India’s
first aircraft carrier. Besides the VIKRANT, the vessels that participated in
the naval exercises included the cruiser Mysore, the anti-submarine fri-
gates KHURRI and KUTHAR, two anti-aircraft frigates and two destroyers.
The Navy's Sea Hawks and Alizes also participated in the demonstration.
The VIKRANT is a light fleet-carrier of 20,000 tons displacement, and is the
most modern of its class. It can carry about 30 aircraft, including jets, turbo-
props and helicopters. Of the manoeuvres, the President said: “You have
operated without even losing a split second and you have been precise in
your calculations.”

THE VIKRANT CAN CARRY A
3 : BOUT 30 AIRCRAFT. Right:
took part in the display including anti-submarine _'I'ﬂ'ga!ges aﬁt&iﬂrﬁfﬁffgszg’
destroyers and minesweepers s ;




. The
Tieration of faith in
This major of
good thing space to put our
gl;uminus :rder. Devalu.nlifm should not be
taken as a cure for all our ills. It is purely an
u.nigdto retrace our stﬁpslm inm

icies rogrammes. o longer
nntinln nﬂorﬂpm live beyond its means, It is

a “weak” ¢ Y.
by the prompt Snpﬁun of realistic measures
valculated to restore the irherent soundness of
the country's currency,

As an immediate ol - -
luation of the rupee r.h‘l::!;i:igp - m:nge.i::-
port policies, as well as in the relevant tariff
schedules, have been announced, and no doubt

they have been, to a certain
10 stabilise the vajue of extent, helpful. But

stores would be one
matter, the most im-
t is the ensuring of a

Among the more important follow-up steps
to bring back India’s economy to health

the nation should have been told frankly and
sincerely that during the Third Five-Year Plan,
as agamnst the planned increase of 35% in the
money supply, actual increase in the money
supply was 57%, and, further, that while the
contemplated or programmed increase in the
rea! nati income was 30%, achievement
measured up only to 15%.

No wonder then that even under the Third

Five-Year P prices shot up at an average
rate of 8%, year, i.e., almost 40% during
that Plan period. The deficit ing that

took ocfam during the Second and Plan
riods was far in excess of what was stated
the Planning authorittes. Such and similar

misrepresentations have to be dealt with seve-

rely and should not be allowed to be repeated,

India’s economy can be regarded as inher-
ently sound, with its vast material resources
and large manpower that can be harnessed for
useful, constructive purposes. With right poli-
cies and pi €5, productivity could be
stepped up faster than before. The slogan
should be *Work and more work and still more
work for each and everyone in the land.” The
so-called welfare measures and amenities, if
they have ay their only objective the availabi-
lity of an abundance of lellmre for the indiwvi-
dual worker, should be checked severely, be-
cause they will eventually tend to make the
worker more and moare lethargic,

A toning up of the
mkawl-iiﬂﬂrllg of ty
Wor alone ensure sound foundations for
growth and development. To cite a single con-
crete case, It is seriously suggested t the
number of holidays in Ind,.i'.n should be ruthless-
ly reduced, so as not to exceed ten days per
year in any circumstances, Automatically, pro-
duction levels wi'l show increases so necessary
for the healthy survival of the nation and the
aster growth, particularly, of our exports. Ar-
1:!?;:;'&1 edpm aas'jnvw\elli as controls should not be

ue in area ia's eco-
;orréng for any great 1 Ll

wi

Indeed, the pre-1949 expenditures w
triflc when compared

a prime source of inflation.

uestion is whether the authorities at
the g:u?e. in the States, districts and villages,
have learnt the lesson now. Otherwise, the de-
valuation decision, which is undoubtedly a
co one, golihully_md economically,
will be a meaningless exercise, worse, the
people will have to face untold erings.

Further, it is not wrong to assume that
devaluation is conceived of as part of a pack-
age programme to stimulate the economy. A
basic assumption here is that we will be in a
position to effect imports on a larger scale,
thanks to foreign assistance, On this h e-
sis the following steps require to be en;

a. Freer imports of industrial raw
materials and components.

b. Deli of as many industries
as possible under the Industries Act.

¢. Greater credit facilities to finance
imports (which will be costlier) and eco-
nomic activity generally. :

which is either pl
in industrial securities or in banks

e. Readjustment of excise duties, with
a view to bringing down prices.
licy which

;2 Ad?tjon of a wage
will link additional wages to
ductivity. As a corollary, the matter of in-
creasing dearness allowance linked with
the cost of living index also requires modi-
fication in such wise that the incremse is
restricted only to the extent of the rise in
the basic necessities of life and not to the
whole range of items which go into the
cost-of-living index.

(Please Turn Ovrer)
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(CONTINUED)

The opening of co-operative stores by thou-
sands will not solve the problem for consumers.
On the contrary, on the basis of past experience
one can almost predict that there will be avoid-
able losses. To the extent that the normal
trade channels are disrupted, there will be
unemployment and also the interesis of the
consumer will not be served. However, manu-
facturers as well as traders have a responsibi-
lity. They must se¢ that prices are raised only
to the extent of increases in costs. Further, they
must keep a more than vigilant €ye on reduc-
ing costs.

One can well argue that if the above steps
had been taken earlier, there would have been
no need at all to devalue the rupee. In fact
this is the view which I hold. My hope is that,
at least after devaluation, Governmental egoli-
cies will be modified on the lines indicated.

4. Despite the many stresses and strains,
the Indian economy, even the harshest critic
il agree, has not collapsed. Why? Because,
since Independence, the economy has been
strengthened in many ways. Agriculture is the
kingpin of our economy. Although during the

ast two or three years we have con=

ronted with the problem of food deficits, it
will be well to recall that production has in-
creased in u period of 15 years by 80%. If we
can step up agricultural production, and I think
it is less difficult now than before, then our ma-
10:- problems will be solved. I say that it is
ess difficult because quite a substantial part of
the area under cultivation need not depend on
the monsoon alefie. Our irrigated area has
e widened. Moreover, we are better placed
\n"pemmadirge inputs into agriculture, What
\3'Iacking is proper administration. 1f the Gov-
ernment implements its ﬁmgramrnes efficiently
and expeditiously, we shall at least be self-
sufficient in respect of food.

Our industrial base too has been enl
and diversified. This is a point o? smarfg&d
Agagainst I, a sizable part of our industrial
praduction depends upon imports, industrial
raw materials and the like. Thisis a weakness
Wemust develop indigenous substitutes, ;

AMlthough our power capacity has in ased
- ¥ " cre

; .111:‘&2 s".?"t ast fifteen yearJ;. the:.;-e is still
- 15 area also. If the

far., our hydro-electrie power also ?;?]r;sn%?:

must therefore :
power. develop alternative sources of

-

Our Iransport sSyelerns have a

_ lso d -
ed. ﬁr& 15 still scope for further d:::fqp
ment, haVilg regard to the size of the FE
and the polentia] for wih. It will e';:.m
forfunate it on the basis of the traffic nffej:gé
during the ;:ian three years, the Railways e
back their development programmes The?:-
are md.lum &ka: Eiiis m:r being done. The
mﬂmtllmer. ard view in the
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1. Devaluation was the inevitable conse-
quence of the ruinous economic policies adopt-

the Congress Government over the past
Enby Hence, I “approve” the decision to
mﬁﬂmmmm? n the sense in w
I would approve a declaration of insolvency
by an insolvent who was at last determined to
mend his ways so as not to default again.

2. As in the case of an insolvent, devalua-
tion by itself will neither achieve healthy
growth nor avoid recurrence of ce-of-
payment difficulties unless certain essentia
austerity medsures are immediately taken.
These are:

a. Drastic economies in public expendi-
ture (at least Rs, 500 crores) in the Cen-
tral and State Budgets for 1966/67; and the
further improving upon this over the next
three years,

b. This economy in expenditure must
be directed especially towards cutting
down:

i. capital expenditure (in foreign
exchange and rupees) on industrial
and commercial projects in the public
sector;

“?""‘""“

ii. all “non-Plan” public expendi-
ture, whether ‘“developmental” or
otherwise, excluding that on Family
Planning, Technical Education and
infrastructure Public Utilities; end

iti. “election-winning” i-
e winning expendi

¢. The surpluses resulting from this
should be utilised as to one-half in repay-
ing borrowings (overt and concealed)
from the Reserve Bank of India, and the

rest, in reducing the lev i
g T ‘taxa‘r.ior%_ level of direct and

d, The dangerous m
] ¥th of "Rupee
Payment Trade” with the U.S.S.R. i?!'ld
East European countries must be jettison-

ed; and the Stat -
must be wound :p‘e Trading Corporation

Private Sector too, an em-
bargo must be imposed for at least five
gnema“on all projects of new concerns and
mvnlvin‘r:gmsu ng;ﬁ:] of eristing concerns
g0ods, except whoiil imports of capital

i substantial  forei

tments have alres exchange

been made;

ii, production is directly concern
ed wi me
titution; or 4
iii. the project is concerned whol-
ly with expansion of the installed
capacity of existing plants; or

ip. there is a negligible recurring
liability for imported components, raw
materials, stores and spares,

. Except as above, and save @as re-
ga.n;ljs ratiogin 1‘mlrma11 at midmed(m
rices in scarc areas, con -
&ud?ﬁgmthase anyproduction, prices, distri-
bution, imports and exporis) on industry,
t.ﬂml;:i transport and banking must be abo-
lished.

3. One often hears the cliche that the
Indian economy is “inherently sound, provided
certain measures are taken to correct past
errors”. This makes about as much sense as to
say of a man with high blood pressure, a dicky
heart, chronic digbetes, and an enlarged liver
that but for these he is in good shape!

4 In fact, the Indian economy is mnof
“inherently sound”. It is overheated with in-
flation, overburdened by debt and taxation,
and very much distorted. It is steadily grinding
down to a slow halt. It needs prolonged, sober
and complex treatment, of which devaluation
is only the first step, if it is to be saved from

ending as a Greek tragedy—known from the
nu;set to be ineluctably destined to a tragic
end.

by U. N. DHEBAR

1. India’'s decision to devalue the rupee has
now bécome a settled fact. All discussion of its
validity is therefore academic. There was of
course an obvious justification for the Finance
Minister. For a longbalong time the rupee was
losing its value in both the domestic and the
foreign markets. While I accept this justifica-
tion, I do not think it will result in removing
the basic causes which led to the devaluation
of the rupee. India's capacity for expanding ex-
ports is marginal. The social set-up is not ready
for the large-scale sacrifices in consumption that
the real port needs of India demand. The
pressures on the home market resulting from
the export of consumption articles have also to
be borne in mind,

2. While the question as to whether de-
valuation was inevitable or not is academic,
think there ‘is an imperative need to guar
against further devaluation. The reduction in
the value of the Indian rupee in the external
market was not the result of a mere adverse
balance of payments. India has to address itself

Mo,
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in the value of " put internal

e =
tfalls in production. 21 AL
Sht?'{mn of the present c m.."E it has

1o redress the basic causes underlying 1t

trated on in-
All efforts must be concen 3 ;
crelssins domestic production. All unll.lt.’:ile:ssﬂil  ca
acity must be put to use. This m%utributinﬁ
g‘len and other resources. SO far as dis s
is concerned, the weakest link ul; ut:eﬂ?emrinnip]e

tion. The Government must accep fhe %‘ -

bilit e part of
of accountability Sistribution

I i e of supplies. We
gﬁﬂ%;ltﬂmﬁ realistic controls in planet ?5
paper ones. There must be a serious att.erl:;s;{
save, All non-productive expenditure n:i it e
controlled. All imports must be scanne rtsy 1
national committee, to ensure that impo

non-essentials are cut out.

This is*the most vital question. India
has :r'a.st untaupedesocic-emnqmic resources. To
enumerate a few: India, despite her backward-
ness in the region of industrialisation and her
shortage of fertilisers, reached rates of growth
of 10.6%, 9.2% and 11.7% in the national in-
come in the years 1958-39. 1960-61 and 1963-B4,
respectively. This was solely due to good rains.
With the water resources India possesses, it can
do as well if the problems of irrigation and soil
conservation are taken up on the footing of a
national emergency. India has vast forest re-
sources. The crude, bureaucratic, monopolistic
system that holds on to the forests permits
neither their proper exploitation nor their deve-
lopment. In its animal wealth, India is rhaps
one of the richest countries in the world, It is
again a question of an integrated programme for
its exploitation and development. India has an
abundant potential for developing her crafts.
India loses between 20 to 30 crores of man-
hours a day because of under-employment and
unemployment.

An unbalanced programme of rapid indus-
trialization has resulted in the neglect of all
these resources during the last eighteen years.
We are paying a heavy price for it. The proper
course for India is to attend to the development
of these regsources and to develop her industries
only from the surpluses of these and from the
assistance India can get with dignity and good-
will from outside. On the day India realises this
truth, the inherent strength of the Indian eco-
nomy will be felt all over the world.

by GANGADHAR GADGIL

1. Yes, But 1 only wish we had taken it
a year later, after prcggring ourselves in various
ways to get the full benefits of devaluation, In

g

id deficit financing li
?::;E the next two years. Even after that, budge-

cits m be moderate. Agricultural
;ar?dugteiroin {and our staple _e-::s-orts consist of
rocessed or unp agric lltural roducts)
g&n be increased substantially if the farmer is
guaranteed reasonable prices and if he is sup-
plied with fertilisers. Other measures are of a
more long-term character. Industrial production
can be expanded if we rearrange our exgep -
ture on development projects sensibly and libe-
ralise imports of raw materials and components.

2. The question does not arise.

3. In spite of all that the Government may
say or do, some rise in prices 1s }nevlta.ble in the
wake of devaluation. But inflationary pressures
can certainly be checked by adopting sensible
fiscal and economic policies. What we need are
curbs on budgetary deficits, fewer controls,
more incentives, more fertilisers and imported
raw materials and components, fewer additional
public-sector projects and a sensible rephasing
of our development programmes. We also need
less of gratuitous exhortations and advice to the
people from the Government.

4. Basically, our economy is sound. Our
land is fertile and we have sizable mineral
resources, Our people are fairly industrious,
adaptable to the modern economic environment
and responsive to economic incentives. We have
a fairly large supply of trained technical and
managerial personnel. We have business men
who are enterprising and competent. We have a
fairly developed network of transport facilities.
We generate a lot of power and can easil?r
generaté more. We have a sound and well
developed banking system. We'have a substan-
tial industrial capacity, which can provide a
base for further expansion. We have not yet
been victims of runaway inflation, in spite of
the follies of our Government. We have a great
deal of international goodwill, which has
ensured an annual flow of aid of about one
billion dollars for the last few years. All that
we need is a more sensible Government!

by Dr. B. N. GANGULI

1. & 2. As between the system of import
restriclions-cum-export subsidisation and de-
valuation, the choice always depends on circum-
stances. In my view, devaluation was the lesser
evil in the circumstances. What was “veiled”
devaluation has become “open". I therefore ap-
prove of it

?_. Inflationary pressures are not implicit in
a policy of devaluation. Devaluation can succeed
to the extent to which internal costs and prices
do not rise or do not rise to the same extent as
the weighted average of export and import
prices. "Home-market goods® are relatively
moc;? I_ugl\‘ﬁart.ant in India than “international
& sb. e cost and prices of the former should
3 fe. ut not to the same extent as those of the
t:'l ter, Our main trouble is the current infla-
lonary pressure, which has to be held in check.

Subsidising mass-consumption goods i

SS- 5 one
?t{ the decla policies. This is 1ea§Ible \L-fithin
_segudgetary possibilities as I see them, pro-
‘{"Ilﬁ : m.ll__r economy picks up fast enou.gl:: and
: s ﬁiez;n S monsoon does not let us down. But
;.:Ee;: g inflation would mean restraint on cur-
nt consumption through restraint on current
expenditure that leads to the increase of
:lg:ire'r.:t, cggsumptmn. _The supply of “export-
Wiftf 115 und to be inelastic in the short run.
= out sacrificing domestic consumption, ex-
Im sf\;-'_lll not materialise, in spite of the stimu-
“".'ﬁ 1°be lggzr prices. Thus a number of measures
S e esa;:y heavy excises on exportables
e fer methods); keeping track of installa-

tion o fuller installed capacity and Lyi
ndustries with necessary inputs: raisin.gsuppfyarmmg
?l:t:?m by all possible incentives: pruning of
gnnecessary income-creating expenditure, ete
2 b;l_ uation will prove a blessing in disgui if
that :_ggs about a re-structuring of przﬁ%lsﬁon
s huces our I:I_E‘?endt‘n:‘c on imported IE
gh foreign aid. e PRI
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4. Our strength lies in_the “overheads” of
development and the new skills and enterprise
that have developed over the years, If these can
be harnessed under a freer economic system
(not necessarily without “controls" of an essen-
tial kind) we can tide over the crisis. Our weak-
ness is incapacity for hard work in the face of
“rising expectations” of a higher standard of
living, or higher profits, as the case may be, and
too much dependence on “aid" in all forms, all
along the line.

by ATULYA GHOSH

1. Yes
2. The question does not arise.

3. & 4. The devaluation of the Indian
rupee by 36.5%, which took place on June
5, 1968.' is a major structural change in the
country's economy. Devaluation of the currency
has a tendency to cause a rise in the price index
of the country concerned. It is, therefore, abso-
lutely necessary to take all precautionary mea-
sures to check this inflationary tendency, so that
the cquntr{n may enjoy the benefits of de-
valuation. recent years the price rise has

(Please Turn Over)
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Over-reliance on_ food
. also fictitious. In reality, the foreign buyer ver.
wm!wthu Phe s M‘A&'&vﬂm
atlon whmw«:&ﬁ m‘dmdeln The utter failure of the
Devalu ﬁ:ofuummwwlé.ﬁ: i:grﬂs- dm:ﬁwhndrggm s
(CONTINUED) sagly unta to develo couniries. presen grista. i such s |
ﬁr&p%tomthem. do eouldhlﬂheeﬂlum ez
mlongertucr:tthltthe‘w:lrld Mtﬂumdﬂw it

It is These failures cle
Bank had been pressing for the devaluation of native pa hich e b B
the rupee as one of the preconditions fo7 BT N i are nd t.’thnetueﬂed': in this .;;‘-
i ti th, use class
B Jfian Government secpled ll e B, T2 PR raon with forelgn capial
: alk % 3. The policy of devaluation, according lo
PolY e “will lead to disastrous inflationary pres-
sures on the economy. The weapon of inflation
: : “fhe has “Deen mystematieally Tad By s
has been devalued without mnsulllﬂip e ﬂidua i:: I.ndilt e ity o3 Tls ot
has an overwhelming majority in both H ness. It is m%dt&nté;tdespr:lﬂhg
the Government did not consider it essen of checkmélinﬂa on the Governm poli

Bank. Thi shows to what an extent the 1 think the present economic policies of
Indian emﬂ%g"l{' is helplessly dependent 0 4. Goyernment il only lead to further in-
US. capital. It has now threatened the VEI¥ fia4ion and 1 do not rule out the possibility of
existence of India’s economic independence. further devaluation. .

2. Indian Government been se- Some minor palliatives will not change the
rious abl;;g It:l:idjnx deva.luﬁt%n._:here Wgnﬂ m or drmx:‘l‘. in thetpgéil?ﬁgsogr?i egovenmie?itn
been open Instea resen .
ot Watem . e5’5:111.:1]: End.in can effectively check in-

-relying on Western powers, it could have pgt )

iderably and price inflation chalked out a pro e of independent eco- fiation. On the contrary, there is a danger of
ﬁ‘:ﬁiﬂ cc:mmde:ﬁzu’ dlﬂnpnl:ltion in both pomic d:vdup!?ltenﬁg:'mthe country. Many un- rypaway inflation in not too distant a future.
the domestic sector and the external sector of derdeveloped countries have already under-

i i 4 I am fi of opinion that, despite the
e " taken the nationalisation of foreign capital, country’s rimm:ral_mources, the path of
It follows, therefore, first, that a determined development of capitalism in India in collabo-

attack on inflation will reg the adoption of

strict budgetary policies by the Centre and the

State Governments. The utmost economy has lo

s et oo et thay sl
me. new schemes,

not be unde without careful scrutiny of

the details of expenditure.

Secondly, the emphasis in production has to
ok T s B I AAS & L e
to fructify to schemes which will yield increased
production quickly.

Thirdly, iculture and processing in-
dustries bued“;:. agricultural output require
immediate ntmﬁqr:[uhccause the prices of ag-
ricultural commodities have & major impact on
the price situation of our country. In the manu-
facturing Mdmtw, emphasis has to be
shifted to ind with an export potential,

It devaluation is to succeed, strenuous ef-

4 forts will have to be made to check rising in-
dustrial costs. Adequate credit has to be pro-
vided for industries, so that they are able to
step up their output to the maximum, At the
same time the overall supply of credit has to

ration with im is bound to lead to
growing dependence on imperialist powers.

Faced with &m:reasmg Elmmm:rt tromn World
Bank bureaucrats, the ian Government is
compelled to surrender one outpost of econo-
mic Indeﬁendenqe after another. The Indian
economy 1s | ing increasihgly linked to that
of imperialist countries, which in turn is hav-
ing its impact on  the Government’'s foreign
policy.

For a developing country like India, which
i ey SR 5, e el Bt
repayment liability, w ing fas
spell disaster to the economy. The Government,
which is compelled to borrow even to repay
the loans, have to find money to meet
the additional burden of repayment, which has

e up by more than 50 per cent since deva-
uation. It is clear that the Government will try
to solve the problem by imposing crushing
burdens on the people.

The concentration of capital in the hands
of a few families is giving rise to further in

be controlled, so that it is used economi ¥ equalitiesrdmin_ o ‘seeto g o;' 3
‘i'lr'lhe use of bank credit, to build u e;'?gilvj'ra o mwthe ian erisis, 'I'hea-er - rwme
ventories in particular, has to strongly oy ’ o my

discoraged leading to stagnation in the Indian economy

and depression in the standard of living of the

It we thus Pm our house in order, devalu- broad masses of our people.

ation will be o benefit in our deve- i ernm
lopment plans, -It will, in course of time, The economic nolicies of the Gow ent
hes the "ot rmeqta far a4 ] are directed towards safeguarding the vested
WW&pom and import substitution ang ; 4 i i which - Sag owhih ihu
.<e us from continued dependence on foreign With @ view to mobilising resources for further Creasing resistance from all sections of -the
did and thus help us to become self-reliant. ~ economic development. The Indian Government le.
. d have taken similar measures to save the
country from ils precarious situation. Instead,
the Government preferred the path of more

. 1i the World Bank i » L
by A. K. GOPALAN concessions 10 woo forelgn capita ¢ st by H. V. KAMATH
_The im po of the
wt::hh_ybeﬂ 15_3 mﬁe_gig'buﬁconem:
m ] -
Rl . partly responsible for the fore

the decision of th, _ exchange crisis’ The small-scale ind
7 et s e o, e, g e, Yl sarved of ntermediary  ments decison: o devaloe fhe. Fupee i ks
of xlving the problems of mzmeé‘ﬂ,’ft‘}'?m capacity. Import licences ;::r:amw asking whether I approve of Delhi being the

I e . htainess honnte ot o by capital of India. It is there for all to see and it
B hardships for the people, = "€ in tions, which were min lingmntilongpg;lmm,wﬁmng cannot be undane. !

1 otally disagree with the claj unfair means. As a result of this, many com- Three men and a woman decided. §
official spokesmen that d fioims of the modities which could have been produced in ret conclave, that g o
:ﬁmfh men hat devaluation i India were imported and thus,a large of ¢ ndis canmnier cighteen years

: of ind dence, i .

Dational i ‘rellevs ‘e e forclen exange was wasted Anu% sive ;.‘:..f:' of %ﬁ{;ﬁ‘.?&“?ﬁ; do without mas-
very b * relieved not pre i ; -

month betore thix decision were i 2, 208 '“"‘,:,:': 1o some extent, the Inrgest S13-giviny oo, 8. vt i 1N

h 10 case would the GovernsaiTent that o mﬂmmﬁd‘ Government could have utilis- United States—and of the World Bank, could

devaluatign Tesort o0 pomy. but it e dwel:r an t eco- 1° longer go unheeded.
! used this aid only to bargain f Th i
The clajmn that devaluation wi further aid from the W, % e official devaluation \of the poor
exXports will push up  substituti Bl powers, Im) already badly battered § upee,
&nd ‘earn more foreign ﬁ the Gowm;. seriously mnﬂduqﬁ;ny {g;rket, is the ;nd_ ﬁgd"d‘?hg“mi‘ﬂmﬂf
ucks ‘fl"kﬁ with
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e resources as well as
othu: gi%EMwu devaluation i:f finan-

ues, rms and standards P
dllspmdglx over the years. Devaluation has
come ineluctable, a necessary evil

The wages of inordinate deficit finan
of unc:mclognab{?, extrava a.n.l.‘I e:;:f-:nditu:eh 2

tinuing inflationary has been de-
?:Illultion.llt is a virtu.l.rl'ocontmon of failure
on the economic front.

The malaise 15 deep seated, but even at this
late hour, if the Gwemnil:nl's moni}lm:d“c;ilz
cience for public money , 11 non-
e:pendlturg is drastically curtailed, if the
gigantic Plan is cut to size and tailored to our
resources, if draconian methods are employed
against waste and wmﬂ.wn. if self-sufficiency
in foodgrains is given the highest priority in
schemes of dﬂel?nmml. if exports are boosted
enormously, and imports substantially reduced
or replaced local products, the can
yet be saved from further loss of face. But the
inability of the Government to hold the price
line even with regard to foodstuffs including
vegetables and other hundred per cent. “swa-
deshi" goods—the new-fangled, diversionary
slogan of the Prime Minister—shows to what
extent swadeshi anti-social elements such as
Erotiteers. hoarders and blackmarketeers are

olding society to ransom. Even the Govern-

ment-owned Ashoka Hotel in New Delhi has
raised its rates. The Prime Minister and her
colleagues, apparently unable to control the
situation, are now asking the people, particu-
larly women, to build up consumer resistance:
Is it not an abject admission of impotence to
resist vested interests, and otherwise deal firm-
ly with the economic situation? People are on
the warpath, but the G ent by its nega-
tive policies and inefficient, corrupt administra-
tion t?“ provoked them to the point of exas-
peration.

India's economy, though inherently sound,
has been so badly damaged by the CGovern-
ment’s wrong policies of the {ast decade or
more that unless the Government now acts
with firmness and—by personal example, by an
carnest and sincere effort to shun luxuries and
live laborious days—inspires confidence and
enthuses the people to work harder and to fight
ruthlessly anti-social money-grabbing ele-
ments, we are. I am afraid, on the slippery
slope of bankruptcy, not far removed from eco-
nomic disaster, and even political perdition.

Eva L..___.-'.-"

¥

A

by AMBALAL KILACHAND

mcﬂitm and =
emmmi I“”"'n im and faci-
-nlm of foreign capital. It has been
criticised chiefly on poli o
best
ti : can
cased by strict fiscal mﬂ‘;—ﬁ ]
ficit financing, e m" non-develop-
taxation, drasti an

i e must to
physica pltoe it 16, 5 o a8 el .
dustry, which are key factors in mlm‘l{eed
basic problems as poverty and I.nﬂlﬁon..nd -
less controls that depress production re-
tard growth must be pruned.

; e weakness of the economy lies main-
e recarious nature of our agriculture,
resulting m excessive d dence on rains,
most of the cultivable land g dry farming
areas. Even after the full irrigation
potential of existing emes, dry-farming
areas will still form a predominant prﬁofhfm
of our cultivable acreage. The remedy ‘“lies
rather in intensive cultivation, including morg

small irrigation schemes, more fertilisers, bet-
ter seeds and improved methods. From the
monetary angle, the weakness lies in the low
rate of savings, which can and must be im-
proved by fiscal incentives. In the last analy-
sis, the human factor 15 the most important of
all, and whilst India is fortunate in this res-
B:ct. the fullest utilisation of 1ts resources must

encouraged through incentives-to work, save
and invest.

by S. L. KIRLOSKAR

ying this, I may of fi
myself in a minority, But then thmr:cl':;;eb;:g
for devaluation. I must, however, add

considered deval
complete measure in itself. “ uation ‘s

2. Surely, I need not answer this! Besides,

the chances of an effective alternative be

dimming fast, followin i 4
of the Plan strategy. ¥ Sailire wlter lgs?"

3. It may sound trite, but 4 i
means to an end, not an end in iet::l]t‘:@ltlmgnif:e;
possible and necessary a number of follow-up

Among the important steps that readily
:-Lemp:. to min:fd would be:

A more serious all-out effort to im-
rw‘::- the producﬁl'ige of our agriculture.
Yt believe, WEr_value{lh m
ich 1 kept us from realising the
Rt cms]:n::vmd foodgrains, leading to a
Iull in efforts on the food and agricultural
front.
b. A sharp cut-back in unproductive
official outlays—especially those that fin-
ance our overblown administration.

¢. Avoiding (or even_ mpph:g;l fiscal,
labour and welfare policies which have
strengthened the cost-push in the economy.

In this connection, I would readily
commmend a large part of Mr., Morarji
De$ai's concrete action programme whic!
he recently circulated in a note among
members of the Congress Working Com-
mittee. I may call special attention to his
urging a total stop to deficit financing, both
at the Centre and in the States, a 10% cut
in Government expenditure and invest-
ment, and a slash of fruitless outlays on
community development and social wel-
fare. Indeed, there is room for a more dras-
tic cut in Government expenditure. But
10% would be most welcome and readily
feasible to begin with. Should'it mean un-
employment, the axe would probably fall
on positions that should not have been
created in the first place. The resulting dis-
tress would be temporary and could not be
more serious than was caused to the coun-

try's goldsmiths by the~ Gold Control
Order. Unemployment is socially more
tolerable when it results from right poli-

-

cles than from wrong ones, —

4. The inherent strength of our economy
derives from its common people—farmers,
workers and managers, I find them intelligent.
hard-working and receptive to new, healthy
ideas. There is plenty of common sense and
initiative in them. Only its expression must be
given full scope, instead of being stifled by
cock-eyed policies and controls,

. The inherent weakness derives from the in-

ined idea among the rulers that goods are
delivered only when the Government is fully
in the saddle, Tiding the people, .

by ACHARYA J. B. KRIPALANI

. The value of the rupee had already fallen,
In my opinion, due to inflation. But whether
officially devaluatfon should have taken place
at this juncture is a question which was an-
swered by the Government itself in Parliament,
when its spokesman said that there was no in-
tention to devalue the rupee. Mr. Asoka Mehts
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is reported to have said in America that he had
not g&veltcd ten thousand miles in order to
decide that the rupee should be devalued. This
naturally made people think that external
pressure was used to oblige the Government to
take this decision. It may be that no direct sug-
gestion for devaluation was made by America
or the International Monetary Fund, but it is
clear that we had put ourselves in such a posi-
tion that if we wanted massive economic aid,
we could not get it except by devaluing the
rupee. However, today devaluation is a fact, It
not o affects the economy of the nation, but
it has international implications. Only a new
Government could reverse this decision.

The Indian economy was badly affected by
the indiscriminate squandering of the £1,000
million sterling ba'ance that we had in Eng-

on the eve of our Independence. It was
further adversely affected by the gigantic pro-
jects undertaken in pursuance of the succes-
sive Five-Year Plans. About these the present
Planning Minister has himself admitted that
they were unl.n_ll.';_perly conceived and defective-
}zr_exccugeql. is has been confirmed by the
ime Minister herself. These Plans could not
be even defectively implemented except
through heavy deficit financing progres-
sively corroding the value of the rupee.

Now that the rupee has been devalued, our na-
tonal econamy can be, to some extent, sal-
vaged by the Government by moderating its
excessive zeal for rapid increase in capital in-
dustry. The nation must have some respite to
Fecoup its economic strength. Also it must in-

dustrialize in s manner which will give the
test employment to the greatest qumb:g_-

;gﬁglhmmuﬂb%gl;uunnithec;mms;rmg
expenditure, w er on the Plans

administration. All prestige posts should be

P. S. LOKANATHAN

by Dr.

1 hope I ma

be permitted to answer the
guestions posed

y the Editor in my own way.

At the present moment the question of ap-
proval or disapproval of devaluation has lost
much of its relevance. The rupee has been
devalued; in the difficult and almost desperate
condition into which the Government of In-
dia, over the last several years, had brought
our international trade sector, devaluation had
become almost inevitable, The Government
had permitied themselves no choice. It had be-
come crystal clear that foreign aid of any size
would not be forthcoming unless India agreed
to devalue the rupee and adopt other comple-
mentary measures. Nor are we in a position to
do without foreign aid at the present stage of
the economy’s development,

The real issue is, therefore, not whether
devaluation is right or wrong, justified or un-
justified, but whether the Government could
not have avoided it. My own conviction is that
the Government could have, and indeed should
have, if only reasonable precautionary mea-
sures had been taken earlier. As one who ihi-
tial'y reacted strongly against devaluation, I
may perhaps add that it was really no remed
for India's economic plight, We were not suf-
fering from our goods’ and commodities’ being
unsalable abroad; it was lack of exportable
surpluses rather than lack of foreign demand
that had been our diﬁ'i::t;'e?v all along. Devalua-
tion by itself would therefore not increase our
exporis appreciably. Insufficient and poor me-
thods of production in industry and agricul-
ture, an insatiable domestic demand Springing
from a fast-growing population and rising in-
comes, under-utilised capacity, an un-coordin-
?«Fd‘ export policy which permitted different
dgimistries to pull in different. even opposite,
_lrgcpqns—thes:_zts were the real major factors

argument in favour of devaluation
has not immediately increas -
foreign exchange earnings, egn:?;l rt::&or;_; Ii't:lneli
vgtuahon has only enabled the World Bank to
:1 'IierEspecml additional dollars for non- Toject
R Ven in respect of import substitution, no
er incentives were needed in addition to,
mﬁgd' grhnt our chronic and phenomen
e+ mﬂdelfck of foreign exchange have al-

L

I effect of devaluation is to make
all ﬁeﬁw imports—indeed for

1 ars we have
few Yo st needlessly costly. The

fo debt in both the public and
Ehu:d;?i\rfte rs of the econo ﬁ
quite some time to be lightened.

inevitability of pri
averht:atedty and inflati -
B e e ot s .t
additional taxation for resources t:{
the public sector as well as for debt repayme

Deval uld have been avoided if
the e had!made a cahr:fllﬂ and
i e of our foreign exchange re-
Ctcal e ess, (b) had not resoried 10 am-
bitious investment and non-productive expen-
itures in excess of our domestic resources and
a realistically based estimate of foreign aid, (c)
had made a more realistic appraisal of the for-
eign exch needs for tenance imports,
(]f)nhad not let the capacity that had been built
be so badly un er-utilised—this despite
:&ady and continuous warmng‘,v (e) had esta-
blished closer rapport with the World Bank and
convinced the Consortium of friendly nations of
the need for a higher proportion of the total
aid to be given as non-project assistance, (f)
had not let the administrative machinery be-
come such % seriousdli:aarrierttofprqduct;gzé .\:1:}:
rogress and cause dismay to foreign an

?nestic entrepreneurs; and finally (g) if the
Planning Commission had not so systematically
co needs and targets and believed that
needs by themselves justified any level of tar-
gets. The result has been that we have sought
to live beyond our means, have wastefully
spent our resources, have not attained our tar-
gets, have allowed performances to fall far be-
low expectations, and have made friendly for-
eign countries feel greatly disheartened at the
rigidity of the Government and the planners.

To counter the inflationary pressures in-
evitable as a consequence of devaluation, I
would suggest the following: The additional aid
promised for maintenance imports should be

uickly and efficiently utilised; maximum pro-
ﬂuclinn both in indusiry and agriculture should
be attained as gquickly as possible; industry
must be required to adopt a policy of discipline
by which prices and incomes are not permitted
to increase; dividends should be voluntarily li-
mited; the Government should avoid all un-
necessary and unproductive expenditures for
the next two or three years; the leve! of invest-
ment and other expenditure in the Fourth Plan
should be limited to the level of the real re-
sources available; and a policy of no increases
in incomes, wages and salaries above the levels
of productivity shou'd be accepted and pursu-
ed. Acceptance of self-reliance must be not just
an emotional attitude but a firm objective.

The Indian economy has many sources of
weakness, such as the lack of a modern and
rationalised productive apparatus to meet the
challenge of the pressure of demand from a
fast-growing population with rising incomes,
Agriculture in particular needs to be modern-
ised, and there should be more scientific agri-
culture, utilising the modern. non-traditional
factors of scientific agricultural production.
Even our industrialisation, such as has been
achieved, has been at too high a cost both in
money and in real terms. We must therefore
rationalise our industrial production as well.
Devaluation will have at least one major bene-
ficial effect. It will make the rigid, compli-
cated and inefficiently administered controls
unnecessary. By releasing production from the
shackles of Government control, the economy
will gain a fresh momentum,

At the same time, the strength of our eco-
nomy must not be overlooked. Over the years
we hegn.- built up and developed a highly train-
ed and skilled manpower. One has only to visit
some of the modern factories in the public and
private sectors of industry to see what a large
number of bright, highly skilled and exception-
ally intelligent and competent young men have
been added to the working force, Even in agri-
culture, the number of farmers imbued with
ambition to produce the maximum possible, to
apply the knowledge of science and technology
and make farming a profitable industry is
growing. The country has also come to realise
that investment in education results in a_ big
pay-off. Investment in education, technolo

and research is capital formation, Recogniti
:;hm must govern the rapid growth otggittrm:cg-!



by M. R. MASANI

1. Ome can neither approve nor disapprove
of devaluation. The Indian rupee had a ea%.'-r'
depreciated to about half its value in terms r,
world currencies. All that has now hap;enw
is that official recognition has been accorded -
that fact. One neither a;iﬁruvu nor disapproves
of a surgical operation that has become nece;t
suz. At the same time, the motives for the ac
of aluation by the Indian Government wer:
not boma-fide ones. It was a bargain struc
in order to secure foreign aid for the proposed
Fourth Five-Year Plan, which isof a dmstraug
nature. It looks, therefore, like being a ba
bargain from the national point of view.

2. The alternative to devaluation, which
the Swatantra Party had advocated over the
last two years, was to live within our means,,
to cut out deficit finance, to scrap the Fourth
Plan, to cut down excessive taxation and to de-
control, so that industrial and agricultural pro-
duction might go up and inflation be avoided.
Unfortunately, the Congress Government re-
jected this alternative and drifted to devalua-
tion instead.

3. The other steps that need to be taken
in order that the sacrifices imposed on the
people by devaluation may not be wasted and
the benefits of devaluation may not be thrown
away are:

a. A clear declaration that from now
on inflationary policies of every kind will
be scrupulously eschewed and that, subject
to whatever foreign assistance may be
made awvailable, the Indian Government
will live within its means.

. b An npfropriate reduction in the
civil non-developmental expenditure of the
Union Government and the observance by
the Union and State Governments of fiscal
discipline by eschewing deficit finance and
overdrafts.

¢. The restriction of foreign loans on a
government-to-government basis only to
such legitimate Purposes as fall within the
natural duties of the state, such as the lay-
ing of the infrastructure and, as a short-
term measure, for maintenance imports.

d. A postponement and recasting of
the proposed Fourth Plan by dropping all
new capital projects in the state sector
(including the proposed Bokaro steel pro-
ject), except such as fall within the area
indicated in (c) above,

e A sharp reduction in both direct and
indirect taxes, so as to increase the flow of
national savings and thus make available

R —
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finance for ex-
K] et ulgtigfl 4 lowering the cost

np?n domestic goods

S erilv by the planners and the admin-
?Sﬁiﬁﬁ?y ) be?ng the only effective
way of increasing production and bringing
down prices.

. The inherent strength of India's eco-
nm'n4 lies in the vitality of the productive for-
ces l);1 the nation. The weakness of the Indian
economy lies in the disastrous policies of the

resent Government in Delhi, which have
Erought the country to its present pass.

by G. L. MEHTA

S A —

1. & 2. This is a step which has been taken,
and we have to live with it. A post-mortem
on the decmqn is an exercise in futility. What
s necessary is to use this decision as a step
in the direction of setting the economy right.
Jevaluation could not have been a decision
lightly taken. It is a cathartic decision and we
must use the opportunity to set our sights
lower. This is the second devaluation in a
generation and the nation cannot afford to
ave any more for a generation or two.

3. Devaluation will strengthen inflationar
pressures in the economy, ar%d it is ne-:lessari
to take counter-measures which are effective
and may even be painful, to avoid inflation.
I would give avoidance of deficit financing the
first place in this respect. I feel pruning exer-
;‘lseslqn Government expenditure (including
drave In small cars) are symbolic obeisance to

emands for economy and are of little econo-
mic or practical significance. A more relevant
rr}easure would be to freeze the existing levels
Eariﬁe?élﬁriaﬁf to :-e uire Government de-
! 7 out their activities (which
will, no doubt, be added to) b allocatin
. ‘adq -allocatin
work and men within the e)f fivie: 3
Another measure would be t e 2
nual expenditure on th Pol e ot e o
fixed for 1966-67 (about gls 2an5 SR e
s 3 - 2,0
;ttg: r.uneldas price stability is acﬂgj:‘fgg?i tuhr:l:‘g
bagk\}rgxdinge(ggt}:n?énmg] nbsltrict contro] on
:date_sectursj for some time.plu.as‘:fvf?l'dlitggrn%:::
l_md fLomes in, it would be desirable to chan-
nelise it in activities which are related to con-
f:ma: expenditure or which are likely to lead
. a tangr: immediate rise in output, We have
L %ﬁe t:cézzrzge?ﬁ;s uiuilnanciul management
ecor er than | i
Eeneralisations and ceaselest; Zﬁffﬁ:i?n? o

1"‘.

t weakness is :
g-ne::;.ge it or make the most of it.

by H. P. MODY

" - “inevitable has happened and devalua-
tion .]i::gnl accomplished fact. To conduct a post-
mortem on it now is utterly futile. The rupee
had lost caste internally and abroad and the
reality had to be faced some time or other.

aluation can only be the first step in
the geom;m of restoring our economy to health
and vigour. Prompt and drastic action has to
be taken to follow it up. The price line has to
be held, and it is time the Government stopped
fooling about and trying to shift the responsi-
bility for high prices on to the business com-
munity. Unproductive expenditure has assumed
colossal proportions, and what is wanted is an
immediate curb on public extravagance and on
State Governments' borrowing _mc:onhnent_l
from the Reserve Bank. Production, and stil
greater production, is the supreme need. This
necessarily involves a reorientation of our
Plans; our financial and physical resources
should alone determine their size and pattern.
There is no sense in keeping on conjuring up
visions of spectacular and utterly unrealistic
projects forsgevelnpment—in fact, it is criminal
folly.

Foreign aid, on which our development so
largely leans, is not likely to be forthcoming
in anything like the measure we € ted, and
even maintenance imports, for which we had
received assurances from the World Bank. do

- - e — gy

flot look like-reachin i

0t [ & their target. The smtia-

:ign 1ls s{«;nous and calls for angall-mund na-

astr::u eT%rt to prevent it from turning dis-
5. 1he remedy for reckless extravagance

is not reckless taxati : v
must live within ou:nm?era:;tperunentahon_ B

1. Yes [ &
decision tq Pprove of the Prime Minister's
been taken d;"?ggtlhe rupee, It ought to have

four years earlier. T con-

hi on the wise, bold
» if followed up, ap-
W policy in the economic
the country.

2. The question does not arise,
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3. It is not correct that devaluation,
se, implies inflationary pressures. It is true

the cost of imports wil

dfat

g0 up. But that is ex-

dctly the logic behind devaluation. There is no

s
E d increase. As
of imports, it should
tion and restrain consumption
luxuries. Either way, it is benefici
nomy.

Devaluation of th
admission of the e

country’s living

of im
al to the

lriﬁl of goods manufactured
e or no mmport conten

regards the rise in the mstt'
promote import substitu-

eco-

beyond its

means. A successfu] imp!menla_tjon of the de-

cision would require:
the Fourth Plan to our resource
encouragement of the
greater and larger incentives ¢

'%(4} a simplified and less burg

structure; (5) an
N regarding the economic ang
country; and
non-official body
sentative industrialists
ies. 10 maintain s cons
overnment.

4. The above ng doubt, will

towards promoting th,
cumyi'EEn the mﬂ}m; cl?\am:tﬁ.,

(1) pruning tthg_;}n of
ential: (2
SWIdEsh;Puspi.rit;' (2)

(3)

or the private

e

unambizu;?'lt.l; dlec]lr-
itical goals
(6) the setling up of
eXperts, repre
spokesmen of

ll-l

tant lisison with the

EO some way

SCOnomic re-
beset the peo-

B  the Biok Dayments
anti-social conomic paies, ROt

cri=
and

are

b tical the
nf is formulated on

of a new
to that t

The nation has been

doctrine of * hip
%pﬁuh;. lf.:imm
L) W w

ti of the textile i_nﬂumtnunchuter.
:eet::mwtobeathuu!thewl

the country needs today
nor upi“hg]n"bu:hg

litical iety rooted in
Edlm cu?tﬁ‘retymd tradition and
realities of the situation as it emerges
io day.

So long as there is no reorientation of the
Government’s appro towards this end, the
basic disease of the economy will continue to
be there. .

cWhat

by P. A. NARIELWALA

1. One's approval or disapproval of de-
valuation no longer matters, since it is a fait
accompli. If devaluation was inevitable, as
claimed, it should have been decided upon on
the ds of its economic necessity and not
because of international pressures. ther it
will do good to the country or prove
time alone will s

2. The alternatives to devaluation were:

a. a strict control on Government ex-
penditure at all levels;

b. the elimination of deficit financing,
which, at Rs. 400 crores last year, was
largest single factor causing on;

c. a sustained drive for higher agri-
cultural production;

d. a continuous search for import
substitution: and

e. vigorous export promotion mea-
;urtu. with selective msll.inee to mu-
acturers, imposing em, w er
possible, the ruponsim of earning their
requirements of foreign exchange

.pesticides, water,

ponents, etc. el
easures had been effecti “n-~
gm?dﬁeﬂlmtim could have been averted.

_ Measures a. b and c to counter in-
n-uf'mq ressures are even more im tt‘;
e 3&1:'1’3'1Mm " and
Guvmelm?;;; Lowering, if not Mﬁﬁ of im-
port uﬁesnnﬂwmnte_rnlsmdupi goods;

of excise duties wheréver they ex-
ceed%of!thf:rm;mmﬂ cmte lxi:m

d -

iéntﬁichﬁa i thecuﬂofpcreditmmg_-

would not a
use

reve imports
wou.lr:i lead to higher production and buoyant
Government revenues.

5 e strength and weakness of India’s
eton‘:nm.;rrhrevolve around agriculture. It will be
some decades before the country becomes high-
ly industrialised. Till then, and
centrated efforts are
R hat Syste ; timinpﬁtiun of 1ernw
i i matic
S esticies, v better seeds, modern tools,
ete., must infrhem our agricultural prﬁ;p:l‘onn

d reduce the drain on our scarce -
:xnchnn.ge resources. Simultaneously, agricul-
ture-based industries should be romoted
and attempts should be made to cultivate our
cash such as cotton, jute, spices, cashew,
oil seeds, etc., on a plantation scale. This would
result in applying scientific methods in their
cultivation, leading to a tial
their output.

- 'Lh Qwa!u:lii?in t'\:eu ad\thable. since In-
a's business rest the world had
a better chance of thriving under a devalued

rupee than under a which had fi

less than half its value in parity with .ntterul‘mt:
and the dollar. Devaluation was inevitable
since our t had beenmd living heyonci

its means and plannin
o P g bey our means for

2. Devaluation was
other feasible alternative

3, Our economic future shou
to those who trade away price stabibty for an
expected higher rate of economic growth and
end up by that they have lost both. It
will be impossible to hold the price line unless
uction increases with the m supply.
economy has to be freed tr'c::?hg heavy

a bad step, but every
WS Worse,
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bureaucrat, with the pen-and-
hand ﬂ.m‘h]:, and mmit-uuenu Armouries.

Qur of controls and licensing has put e P S ave
e ~houses: pﬂmtb;dtw;ﬁmpeut:i:tn Anm:if ;duﬁft'ion ﬁ methods mghmﬂgﬁom ;'g:" b*—;:g T,mtﬂe.;rm wdurﬁ:“ %iﬁ?:wbl;
ortation to the sy s ;tyhmto hold pmd" e} 'hiclh in turn means emphasis Sively-' large price increase? L s

x ﬁd?uw&b;’%m produfg:;.. on q_uuc;tij!'tywand u:rnvice coupled with com- deﬁm;}m m rgutgebgegggn&ovmm&
. s - mu .

it is easier to increase the national uct than petitive prices. wnduthorised over %erhapsmc:e&:rlcwmnul, E::r

to change the national . The Gwem: SR : s Sl et b o Both. :
. mua.lgdp%:im dow:ﬁmne mu& um.*:’t has asgnmt potentiﬁty I?jr_growtht ei:i Erw mﬁgtuﬂgggpgltflﬁorewﬁh mm;h wt?ﬁ
I onscio ture, in i ; ernm ] 4

Jads Saypw AL cotles g mm lie': x:}nt:hlen tT:tuthh;’;' iathl :eopo: h;;e mnﬁnuf to ’iCk::nh a;ld de;:.s;ultth 1sp£r%1; %:-G::E
ia" weak sh themselves incapable - ernment to ma rece .

;-.u:n.::‘'t.ui.l:s,'m:mits i::o :’t?;yg ht)‘:t uetheuygﬂm tha: :i}llfna:d muﬁe‘lm%ned m::tir.irn for any length :hngng ;woul_d l:iema gﬂﬁgl svfgme t:_z:acr:sest of
i : i i t in the face of aggression etermina E

problem arises from a currency crisis, but in of time. Excep : mable e o o the m‘l_m:‘.l:|ant‘!$"

reality it is a crisis of character and of con- glflm“'tiow:in Iéng :OLE nﬂle?'n nu{::e ‘irtﬂw?go e mpcial discmpipline e chor s

fidence., We have the requisite talents, gkills 1

discipline, The only realise it, our p t situation—econo- . ‘ . ] .

ﬁu:? ﬁeﬁr?uﬁt?ﬂ{rlggmen l‘n’:okau mic, military and political—is as grave as if Devaluation will fail of its aurpose if our

money as wmelhqm to be earned rather |.g:nn we were actually face to face with a relentless total economic effort is not directed to e::pa._n.d-

. i ur before enemy. ing our export earnings as rapidly as possible

e gnﬁ,daworkerz Picreases i hbosﬂ or di iﬁ'ma:ch our import needs and thus ensuring
extra regses in wa, - r

‘ﬂ'd!ndsolre ﬂﬁiﬂcﬂgﬁlionﬂ upon increase in the progressive gg\relopment of our economy

without external aid. Our greatest weakness
lies in the inordinate extent to which we are
dependent on imports for foodgrains and cer-
,tain primary raw materials. The new, resolute
agricultural policy of the Government can be

however, to go far towards helping
to reduce the size of our import bill over the
next few years and in co: uence to make the
problem of closing the gap in the balance-of-
trade position less intractable. Nevertheless, on
the export side, the national effort required is
of an order which poses for the country a su-
preme challenge.

production,

by H. M. PATEL

1. 1 do not approve of India's decision to
devalue the rupee.

2. There is no gulnt now in considering
the alternatives, for devaluation is a virtually
irreversible step. :

3. In order ta counter the inflationary
pressures implicit in devaluation, it is essential
for us to:

To meet this challenge, we must step up
production to the fullest scale attainable within
our capability, make (fmduction as efficient as
possible to withstand international competi-
tion, and reduce to a minimum domestic con-
sumption of exportable goods. Such a pro-
gramme can be carried out only on the basis
of shared concern and co-operation between the
Government, the public and private industry.
Among these, the Government, perhaps, have
to make the greatest contribution, for upen
them rests the responsibility for facilitating the
@cPon of machinery and materials required by
industry, for adjusting both personal and cor-
m_:rate taxation to levels which would ensure

gher savings for investment as well as the
ploughing back into industry of a greater pro-
portion of company profits, and for evolving a
labour policy conducive to industria] develop-

a. liberalise imports of raw materials
and spare parts requiredal:&y established in-
dustrial units not engaged in the produc-
tion of luxury goods;

b. rebinnve as many restrictive controls
as €: a great many are functioning
inetficiently, and the agolji.ion of many
others which do not serve any vital pur-
pose will help stimulate production be-
sides enabling a reduction in administrative
expenditure;

c. reduce administrative expenditure

at the Centre by at least 20% and in the ment.
States by at least 10%%6;
. il e The public, as always, have to help b B
e rgld r:dg;e uﬁ:ﬂa;hg?f fh ebelgsgna dgu{g self-abnegation: they must to do w:i&ou{ .
individual and corporate taxation this year; .’Q}{"ﬂfmaﬁﬂfgsﬁﬂ ﬁ,:e‘:;til; e‘ifg;gfg?ﬁﬁ&:& l \*
€. make every effort to maintain sta- - - itor" f 1 . poc Lh? inter_na] o Rort marketa:
D o Bl L With the Editor's kind permissio 1 Finally, the industrialist must learn to i 5
¥ of prices '32.3 means, above all, the gaq with all parts of the q%eesuom;jl'm ;‘hg.:l_l himsetl, and be judged, not only by l"\ijis:"il::ll‘g‘-3 )

ther, and go somewhat beyond it to answer it ductive effort but also by his performance in
more completely. v H;IE :leport ﬁ&eld. and mustyto thigﬁand subordin-
ate all considerations of relative profit margins
5 IIapprove of the Government's decision ta fo0 lhlscf_nmary national purpasé? uch unified
dev:I ue the rupee. The situation which made effort directed towards a commomaim may
n;; .‘t-“’-.tl““ inevitable was of our own making, Seem difficult of achievement, but it In by no
blaml 'S unworthy of us to seek to shift the means an illusory h that our greates}, asset, 4
e to others. the resilience of themian economy—based’; '
past there has bee ga;s. p(:'gvgo ;ifl ‘Palltgl e AnteL TRl Ceanti)
_past t] n an up- € once again i oting
thrust in prices, which, it is to be expected, w?ll the success of our «mclman.rm.lrg_u b

tarded by devaluation, not merely i

: | Y in the sec- I do not take the wvi
:ors dér::;lg: tl:ﬁ.ecatj?da]t.:?l; thtgec};mgec in tllua ex- should be put on the ._Eh;{?vwm?; g'eevgl:ep lil;lf:;
greatest restraint should : this pesene mMmending our economic fences, Consolidation

in ot on this general and development are no i
mands Yoluntary s B, i a0 this de- e indecd sonsoligatiay autially fnconsist
and, to the extent Siry and trade fective without some development. Such deve-

the Go necessary, coercive action by lopment, however, shoulq be d

So far as concerns the dail i i
ite. "G ! Yy necessaries of rently available resources, Fucth rm i
H-nr:'mlin!enm:: tnfs:?-:iﬁggalm\{ie g‘uqramf ;?ggﬁcaln ti?des lngwhEChs we live, “oﬁ'l"":?dub"g
!oodgmins and kerosen; but oﬂ?n i gl o howd in CreP0litical if not economic
- s | ers, such as reasons, to hold in rese
coolglngrgus veﬁembéﬁ. milk and fruit, expose Uunused resources Pﬂ ]l;e br::ugﬂﬁtmje mgntappiedu?r
at will. In India as elseauﬂl:rt:epl[lil!l? 55:21]““3'-' :{Sg‘ :;t 8 grave emergency, We Rhould, i
is just as ready and willing ag i ot ot jud e cconomic sights ne higher th
3 / +UNE as the big man to Prudent judge : &0 higher than
the 'gﬂg;ﬁg:‘;‘;ﬂt}; hcl;n?monmmmze and to  Planners We might e g g ke
St ; good; and both Putedly given by Ta : 3
oﬂ:fi deterred with equal vigour. Where ¥oung diplo atis{; Talleyrand“ to the hopeful,

Et surtous tro,, de zele
And, above all, avoid excess E&M.i‘!--
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Devaluation

(Continued From Page 19)

by RAMNATH A. PODAR

1. & 2. The decision to devalue the rupee
is irrevocable. The question of approving or
disapproving that decision, therefore, does not
arise. Such being the position, it will hardly
serve any purpose to examine what steps could
have been taken as an alternative to devalua-
tion.,

3. It is true that devaluafion will have
the effect of givin&nn impetus to the inflation-
ary pressures in the economy. Whatever
one may consider on a short-term basis for
containing the inflationary pressures, in the
ultimate analysis, if the problem is to be given
a lasting solution, the remedy has to be found
in substantially in g agricultural and in-
dustrial production in the country as early as
possible.

It is implicit in this suggestion, that all the
necessary steps, either in the field of policies
or in the sphere of procedures, should be taken
it an early date with a view to ing
snereased production in culture and indus-
trir. Space does not t an enumeration of
all these measures. cally, however, it can
be said that all policies should be directed to-

adequate
short-term needs.

Iy to this question, one must
back‘-totht,ienp {'icnd immgdintel following tE:

lems

. In spite of heavy odds, under the program=
::gn of'ghnm:d development, the economy of
the country has taken definite strides towards

rogress, although of course, in the process, it
E.“ gone many trials and tribulations.

While progress has undoubtedly been
made, it is also true that for some years past
its pace has been halting in several spheres and
the rate of growth has perceptibly slowed down.
In fact, at present we are confronted with im-
balances and distortions in the economy which
have cumulatively .given rise to inflationary

ressures so far resisting all measures brought
into force to contain them. Devaluation will
only add to these inflationary pressures, It
might, however, be looked u?on as affording
an opportunity for a review of current policies
and with a view to suitably chang-
ing gw_fm so as to help create an environment
in which the forces of growth are encouraged,
production is inereased, exports are stepped up
and foreign exchange resources are improved.
Hm;thﬂtmuldbenreal and lasting -
cial impact on the economy,

But, along with these measures, attention
will also lavsh tokbethmncentlrnted on th:h steps
necessary t e e population growth. The
rate at which the populat?un is increasing pre-
jsenufa real witak:_';us in our economy and u!n-
ess family-planping pro, mes are imple-
mented on a large scale to check this, even
such limited economic progress as may other-
wise be achieved will be rendered nugatory.

by B. R. SHENOY

1. Devaluation of the rupee is, doubtless,
a most welcome measure, Currency over-valu-
ation had been a millstone round the neck of
the Indian economy. The removal of this handi-
cap should contribute materially to continued
economic progress. But unfortunately the rupee
has not been devalued to the equilibrium level.
Economic _indicators demonstrate that devalua-
tion by 57.5% has taken the rupee only to the
measure of currency over-valuation which had
obtained in 1863-84. It follows that we cannot
:gmna&lr hope e{ior ﬁt:-e gm benefits which

m

equilibrium level. o

3. It is not correct to say that inflationary
e et ok . n:lpnlicy af devalu-
5 gic nor empirical
ports your assumption, » s oy

To say that prices may rise following d

valuation is to {Fnore theyhasir: prinr:lplfu gi

on, Pﬂmhr:my ri.s&l only if

incomes of the Indian people g?:; fuie??hn?n

mo incomes re-

maining the same, the qmtu;ezr the national
declines. Neither can happen
g the rupee has been dev:ﬂled_

g mu eventuality is much more -
uatlon may convert a deficit

intonnu-plmonnmdihemﬁmdprﬂud

may grow through mobilising idle production

tivaly cheg

i ade ible by more liberal im-
cporuapaﬂg?f;nrﬁ]m' m?aw materials, accessories
and capital eguipment.

Price data do not confirm your apprehen-
sion of inflation. During the first three weeks
following devaluation, The Economic Times
general index of prices remained virtun.l&v
steady, price variations being around 1%,
though on July 1 the index spurted up to 158.0,
a rise of 25% over the pre-devaluation level.
If prices in general should rise, we must look
for the causes in over- by the state.
A general price rice cannot be fathered on de-
valuation.

For the full success of devaluation, the es-
sential follow-up measures must include, first,
rigorous fiscal and monetary discipline to en-
sure zero inflation; secondly, liberalisation of
u-ngorts and removal of controls of all kinds;
and, thirdly, drastic cuts in taxation and the
denationalisation of public-sector undertakings.

4. A poor le is not necessarily an in-
solvent people. Inso vencir is essentially the re-
sult of mismanagement, If the Indian economy
has exhibited dominant si of weakness since
Independence, the blame lies on the misguided
policies which we have pursued during the
one-and-a-half decades—policies, miscalled
“planning”, which have succeeded in producing
little else than chaos. If the economy must be
put on the right road to progress, the bewilder-
mﬁ‘ maze of controls, quotas and restrictions
which clog the springs of production and ob-
struct the flow of output must be thrown
the waste-paper-basket in one sweep as Dr, Er-
hard did with them in West Germany in 1948.
Even ]as thjiq ledt_to lhtlz German economic
miracle, similar action in Indi ould
an Indian economic miracle. R prRes

by G. D. SOMANI

tors, both avoidable and unavoidable, The di-

effect of devaluation wil] be to scale

the forei
Govemmg ﬁbuﬁdnjnterest charges of

up
the
1]1{-:(9 o:k 2 number of
> make

raw materials, components and cagmﬁomwodoi

another “Wwave of price

On the other hand the L
:hd“inm accruing from d:ﬁmtrunr?;nubcﬁr-:f
e incéntive to exports, which begome rela-
Per abroad; the discourdggment of

i
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The Indian economy is basically sound and

stable. We have got vast resources still lying-

untapged, and with increased foreign aid and
‘. substantial flow of foreign investment it
should be possible to revolutionise the indus-
l..rhl base and bring the coun nearer to the
“take-off” stage. If, therefore, the Government
now draws appropriate lessons from past mis-
takes and reorientates its fiscal and monetary
policies for dynamic wth and development
of the economy, simu taneously taking drastic
measures to curtail wasteful and unproductive
expenditure and also gearin up the admini-
strative machinery to face Ene new problems
arising from devaluation, then this drastic s
can certainly pave the way to imparting sta-
bility and buoyaney to our economy.

by D. PRABHAKAR TALARI

L. Yes. The economic situati i -
folded in the summer was this: tﬁ::’m:’ h;td ulnn-
creased by 25% during the past three years,
on top of a 50% increage duril:::; the preceding
muu years, whereas the production of essen-

oods had lagged far behind., Years of

d t had reduced foodgrain production by

R S

/ i nnes and made big dents in the
:mﬂm ::E such vital in,iuatr‘ml raw mate-
rials_as cotton, jute and oilseeds. The conse-
quent fall in exports, together with the larger
import bill for defence purposes and the stop-
page of Iurufm aid, brought many ind es
to a standstill.

In these circumstances, a big imbalance
developed between pressing needs and avail-
able resources at home, and the minimum
needed imports and the orts in sight. The
first y, eroded the value of the rupee at
home, the second had the identical effect
abroad. To support the parity of the rupee in
these circumstances needed immediate liquid
resources, even while taking measures to re-
duce the two widening gaps. To correct this
imbalance, the Government had no alternative
to devaluing the rupee, so as to bring about
parity between its external and internal
values,

There was perhaps an alternative. The
Government could have taken measures to stop
the erosion of the domestic value of the rupee
and increased exports by curtailing domestic
needs if necessary, so as to sustain the external
value of the rupee and find the wherewithal
to pay for essential imports. However, an in-
flationary spiral cannot be tamed and retracted
into a deflationary one overnight without
causing large-scale dislocations in the economy
and upsetting the political apple-cart, Besides,
no crash export programme can change an ad-
verse balance of trade overnight.

Taking economic realities into account, it
is difficult to see what equally effective nlti'e -
native the Government had. A judgement of
devaluation cannot be made in terms of “ap-
proval” or “non-approval”, It has to be only in
terms of national canﬁadty and national res-
ponse to a given challenge. political and eco-
nomic. The future ecomomic history of India
will give its verdict on whether devaluation of
the rupee was necessary or not.

3. To make the most effective use .of
available resources, the Government should
declare a period of consolidation and full uti-
lisation of assets already in existence. No new
schemes should be 50 long as there is

unutilised capacity in the'e:d.sﬁng ones,

For example, nearly halt th tial
created by the in'ignlionypmjecta i; e three
Five-Year Plans has yet to be utilised.

The

money spent on this utilisation will yield bet-
reni,ﬁ:n than fresh irrigation schemes. Let

us also do a little rethinking on the various
projects, whether in the ustrial fleld or
elsewhere, which have yet to be implemented.

If the Government cannot effect retrench-

) ke fuller and better
use of its ﬁpl&m 'I'hE will involve a greater

the secretaries

ing nor TUNaway
tions, I believe, account for this:

ly some disciplines into thi economy,

_ lead
sential that wtgl their better deployment
tial step lies in
t2o on (e establishment of industries and
flow of “wtmmwm._.t:{‘: allocation of re-
Mlowed o ey “will direct them to_their mos:

The ‘ﬁ'.nerll improvement in education, public

heal
P .'ufi cient ::y.le
::glt:n the improvement, however, -
the fundamen weaknesses of this ‘plann
economy. These can be enumerated as:

transport and communications pro-
u m-rgmr;ﬂcgm sta;nlﬂﬂ"lf

e
exposes

re still continues to
be au‘su'boatilsi - %at: This is due tof (i)
the structural nature of farm econom.lm_
(ii) the disparity in prices between e
culture and manufactures. As we
numerous sma'l farmers, we must aim &
making farming efficient at the small-farm
level. Instead of this, we h;::a E';zd _}muiy
experiments, such as c0~0 Arms
and so on. Efficiéncy at the small-farm
level can lift up the agricultural economy,
but this also requires a scheme of price
supports for agricultural commodities.

b. On the industrial front, we have ac-
quired basic skills and built up many basic
industries, but a wide range of producer
and consumer goods continues to be de-
pendent on the import of raw materials,
machine components and even skills. This
is a fundamental weakness, forcing us to
depend on foreign aid indefinitely. Mere
import substitution will not help unless
cost-consciousness goes along with it

c. At a time when enterprise needs
the maximum of encouragement, mpﬂl.i.n_g
taxes and discriminatory controls have
sapped initiative, Far from correcting the
alﬁaged malpractices of private entrepre-
neurs, the present taxation policy has in-
directly encouraged the corrupt and uns-
crupulous industrialist at the expense of
the more ethical. Our taxation policy
should be more pragmatic, so as to build
up an Industrial India as fast as possible.

d. The public has also a large part to
play in meeting the challenge posed by de-
valuation. What can the common man do
to help the Government to stabilise the

value of the rupee? The answer is clear:
consumer resistance and more savings.

R

by P. L. TANDON

~

oo

I feel very optimistic about the fits .o

the Indian economy, despite the cold fact that
its recent performance has fallen short of ex-
ﬁtabon.s. Nevertheless, the economy has an

erent and growing strength, because we

have put into it a good deal of éﬂoﬂ. which is
slowly beginning to produce fruit and, most
important, a sense of discipline of late,

Formanyyeanwemmasedtocmum

the rise in prices within the bounds of creep-
ing inflation, but the interesting fact lls tha
e?ite the sudden rise of about 10% in 1

15% in 1965, we have had neither gall
inflation. Two congide:g:

vur mflation has been sectoral and

First,
almost entirely agriculture-based. Th
monsoons and the neglect of ngr!cu'lmge for

{eanreaulted!nalte@nﬁ- th
oodstuffs and ‘of the agri ko

gricultural raw mate.

rials that go into industrial production, ge-

counting for nearly four-fifths of
i G ¥ L of the total

Second, we were able to introduce e
3 by way
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, 3 for living BeYORE B 4o we have started. We crisis. @ sures. Unless the crisis /0 "y,
| tion bitious -0 the capital required for these ner  © ary PTEICNCo sperative stores W T oum
D evaliua had nelther To¢ and honesty necessary to man- o ernment wants o “objective.
Page 35) Eég Rhem eficiently. encs 08 tare?;ntgl 3 prices will not achieve i have
ued From ; dependence i i : o

(cont Bten il SR RS 7 e publicsctor DA, (o
ted States—found t‘;h?tt‘r‘:: had lent to us and L Should - therefore T iett %0

ing good use of wha ike this they would e emcpUrAgs

of: a dear-money policy, which makes the use
of mom.'g more selective and careful; higher
taxes, which in a sheltered economy make in-
dustry work harder to maintain dividends; in-
creased import duties, which make import-
substitution imperative; and so on,

_ Devaluation is the most important disci-
Elme of all, and we have timed it well, It might
ave been too late a year from now and not
so meaningful a year ago. But devaluation
is only one step, bold though it is. It must be
accompanied by greater freedom for industry
from controls and restrictions, Jiberal imports
and discipline in expenditure by the Central
Government and the States.

. In the ultimate analysis, our success is EO-
ing to depend on how well we do in agricul-
ture, and there¢ tou une sees a Erealer sense
of purpose. After all, lifting an economy of
nearly 500 million people in a few generations
out of the stagnation of centuries {s no easy

task. It requires of its lead i
much confidence and mgeers . St

by M. VENKATARANGAIY A

L. Devaluation is 5
Is no question of e‘sl.herc:up%]r:veice“y' !':lwl o
proving of L It ix the Ppenalty :‘; tou;f;

thtsif things ft(::nmt:
?oc:n:etznu: Pli'?d much less ﬂ;ﬁ pur:n mlgm&'evalue
therefore brought Dﬂto'-“;i eld to it, since our

had
ggn?:ﬁ? ma:{id ‘:;t be maintained without fur-

et the interest on their

independence.

. There might have been several econo-
mic illemntives tgu devaluation but. as p?l-inted
out above, we have lost the freedom to choose
This is the tragedy of the whole situation.

3. To counter the inflationary pressures
implicit i: amgol!cy of devaluation many steps
have to be en. Among them are:

a. We should stop all further deficit
financing and learn to live within our
Tneans.

b. We should not start projects which
do not yield quick returns, e should
complete the long-term projects which we
have already started in as short a period
as possible,

¢. We should put a stop to all unpro-
ductive expenditure. The Government has
to do this as well as the public. Expendi-
ture on administration has grown to_enor-
mous proportions in recent years, but it
has not resulted in better work. There is
more idleness now. Retrenchment should
be practised. The public also must learn
to lead a more austere life. We have be-
come an extravagant nation. We spend too
much on luxuries. Our expenditure on dis-
pl 3 marriages, festivals, etc,, continues to
be high.

d. There must be an end to corrup-
tion, which has been on the increase since
we became independent. Fifty per cent. of
what the Government spends goes into the
pockets of officials, contractors, politicians
and middlemen of other kinds; only the
remaining 509% yields a return. is is
one of the causes of inflation. We are a
nation of self-seekers. Even those who
manage co-operative societies, social ser-
vice institutions and, indeed, religious and
charitable endowments misappropriate
funds. This is the rule, and the exceptions

ore
umber and give m

ltlhe private sector. s

esent our economy 1s w i 5

it the rz;;u Y of too much. Go:ernment ﬁﬁ‘l‘iﬁ

ference. All private initiative has beenmmenm.
There must be a reve of Gm;ire e
policy if the economy 1S to gain in ;

by MAURICE ZINKIN

1. The exchange value of a currency is a
price like any other. When it gets too high, the

J
sensible thing is to cut it. National prestige -
should have nothing to do with it. The ques- |
tion, therefore, is whether the price of the ru- /
pee was too high, It looks as if it was. Import

duties were very high, import licensing was

very tight, export incentives were large. De- .
valuation restores some freedom to the econo-
my and some elbow-room to the Government,
Incidentally, it considerably reduces the cost to
India of ifs rroilt remittances , largely
at the cost of the UK., and the value

funds held in India by foreign Governmenis,
largely at the cost of the U.S. and the USSR

2. Does not arise,

3. Deuqluahpn as such should not pro-
duce large inflationary pressures, India's im-
ports are a quite small percentage of its na-
tional income. Greater freedom in importing
should lead both to economies from the fuller
use of capacity and to lower scarcity profits
for importers, Provided this greater freedom
eventuates, devaluation by itself should not
Ibfadpr:e a bigger increase in prices than 5-7§%.
oth\:rm sg;;{a?é‘oguqimore if it is followed by
" ecisio: isi
pirike 1o e g ns, e.g., raising the floor

4. The great strength of the Indian eco-
nomy is that the politi:'igans are democratic, the f
civil service more com?etem than most, there .
:35; NEW generation of competent technicians.
;Embqsmes_me_n coming up, and the Govern-
Tha iz beginning to pus family-planning,
o weaknesses are the relation of population 1)
o dmoumeq. the rapid %rowth of populatiop, .
8 certain number of inappropriate sopinl

attitudes, e.g,, the val
expenditure on wed‘:ﬁnt:ze&- P ST
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