with a thump.

Reality eould not be ignored
any more and, as in a flash, it
dawned on our people that our
money had depreciated, that our
¢redit was impaired, and that we
as a nation were bankrupt These
things had been true for seve-
ral years, but the people had
'pot sensed them, because those
in suthority had made it their
job to hide these things from
the people and throw dust in
their eyes.

. There¢ were a few discerning
peopie whi had sensed what
was happening, Since we in the
| Swatantra Party are somelimes
misrepresented as welcoming de-
valuation, let me guole my own
words in my Budget speech last
'year, when Mr. T, T. Krishna-
machari was the Finance Minis-

ter. On the 22nd March, 1965,
I sald:
“When foreign aid starta

drying up, there will be only
two alternatives left to this
country. It can shamelessly
go bankrupt, or it can pul s
house in order. If it is going
to put its house In order, there
are two ways. of doing It
again. One iz io stop these
inflationary policies and 1o
scrap the Fourth Plan as it 1
at present devised, and ecreate
a stnble measure of value In
this country, an honest rupee,
1t you do not do I, T shall teld
you what you will have to do
and what hon. Members would
not like to see the Finance
Minigter of their party doing
in the next two years, and
that is to devalue the rupee,
It Is a very painful expedient
to cut down offcially the
value of our currency. If you
do not listen to our warning
today and stop this inflation-
ary and reckless way in which
you are doing things, you
yourself will have to come to
the gountry and to this House
and say: ‘Let us face faels
Our rupee is worth only half
of what It is joday: jei us
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which have brought about this
bankruptey and devaluation.
They are five in number. The
first and most basic cause was
that we did not live within our
means, that those in office led
this nation to live beyond its
means. We imported more than
we exported, We spent more
than we produced. The source
of all economic ewil in this
country is to be found in these
Five Year Plans—the Second
and the Third Plans. First of
all, what was wrong with them
was that they were based on
defieit financing. Deficit finance
i8 just created money to
spend when you do not have it,
You can do it through printing
currency notes or through bank
credits or in a variety of ways.
Money thus created is something
that is poisom to the economy.
Very consclously the old Gov-
ernments here went in for de-
ficit financing and the result
was inflation. The Third Plan
even set a target for deficit
financing—how  much poison
could the body absorb? It laid
down what it called & safe mar-
gin of deficit financing. Only
two weeks ago, it was announc-
ed officially that that margin
had been excesded by 100 Der
cent. The amount of deficit
financing that took place dur-
ing the Third Plan was actually
more than double what had been
allowed or estimated.

The second thing wrong
with the Plans was the
obsession with heavy Industry
and steel and the neglect of
agriculture and consumer goods.
This again had an effect on in-
fation, because when ¥you pump
money into the economy in low-
return and slow-return projects
like steel, you create inflation,
because goods in the market do
nol come In quickly to compen-
sate for the extra money you
have raised. Az we know,
inflation and rising prices are
the cruellest tax of all on the
poor who eannot a‘ord it

The third thing wrong with
the Plans was excessive depend.
ence on foreign aid and foreign
loans. This made foreign loans
crulches
was ask

l M R. MASANI, M.P., General Secretary, Swatantra Party

Midnight of Sth June was the r
This country, which had been living in
under the leadership it had thrown up,

moment of truth for this country.
dreamland, cloud cuqkoo—!and,
was brought down to firm earth

The fifth thing is a substantial
reduction in both direct and in-
direct taxation to make a larger
supply of rupee finance avail-
able so that people can invest
in productive enterprises which
alone can bring down prices.
There ig no other way to hold
the price line than to increase
production. There is no other
way to increase production in
this country unless leave with
the people more money S0 that
they can invest in productive
enterprises.

Finally, the entire sirutiure
of controls will have to be dis-
mantled _if this country is to
emerge from the mess. There
should be complete dismaniling
af the Structure of permits and
licences, quotas and controls,
including Gold Control, which
has been such a burden on cer-
tain sections of our community,
Import licepsing must go. It
is the biggest source of political
corruption in our country today
—ithe sale of import licences and
their re-sale at wide margins of
profit,

We believe, if these measures
were followed, then -whatever
hardship devaluation may cast
on our people, at least we will
be justified in casting them, and
we could ask them to take these
hardships and shoulder them in
the interest of the country.

QUESTIONAEBLE
The gquestion that arises is
whether the present Govern-

ment is capable of carrying out
these policies? 1Is it capable of
making the radical changes that
aré required or is it too hide-
bound and too conservative 1o
make these radical changes? We
fear all the evidence is against
the hope that this Government
can ever save the country Irom
the mess into which it has
brought wus. First of all, the
very motive for devaluation is
questionable.

What was the real motive
that led this Government, which
kept on saying “no devaluation,*
“no devaluntion,” suddenly to
devalue? The cal was out of
the bag on Bth June. In a note
that the Finance Ministry pre-
pired ealled “Devalustion—Some
Questions Answered”, this s
ihe crucial senience: “The me-
tion could not be postponed na
all.  rurther ald negotistions

A on Devaluation. then,

IS ECONOMI
POLITICAL

State sector is wasteful, b
it is unprodugtive, because
not giving country the
of return which it is entitle
expect. vy
xﬁiu let me quui;h the
Minister herself. e mi
very frank statement in %
about what was wrong with the
State sector. She regretted the
by and large, it had failed, an
she answered the question 3.‘
What is wrong with the Stat
sector is, according to the Prime
Minlister: “Faulty \ning,
with regard to concept, _liﬂq
location, Taw ma . design,
choice of processes, equipment,
personnel, contractual arrange-
ments, supervision, eo-ordina.
tion, time schedules, mm
was not all. There is ani

set of problems. These are her
words again: °* (
ation, over-staffing, io

adding to township-costs, in-
adequate work study, lack of
delegation, the application of
secrefariat codes and p -

audite and the lack of a'm“
thought out personnel Jolic
constitute  another sel of pi
lems*

Then the Prime 1ulim.u‘c¢1-.wen‘}x
on to a third category of probes
lems. Those “other factors” are:
“Other factors which had o be
gone into were the proper pro-
gramming or orders, price poli-
cies, quality and cost contral
reséapeh  and design  develop-!
ment  and the structore off
management,”

What then is left that is right
when sl this 5 wrong? ‘Thal
15 why these foreign loans tak

for this purpose are a dead loss
to this country. Tt iz a rotten
bargain  that our Government
has made with the World Bank
and the rest of the countries.

ULTIMATE REMEDY

I forecast that, if this Govern-|
ment remains in office next ¥ear
and if they cling to this kind!
of Fourth Plan, the priee of the|
Indian rupee, which is now 10,
cents of the American dollar in
the free markef, will drop ta &
cents within two or three years
What will they do at that stage?
The Finance Minister has very
acturately described devaluation
ag “"the ultimate remedy.” When
all other remedies fail, the doec-
tor resorts to the ultimate re-
medy or a surgical operation
The Finance Minister bhas
brought in this dose of medicine
as the last remedy for our ecoe
nomy. When the ultimate ro.|
medy has been used u

doctor d

:
i



as saying in August/September 196V, that A numper
of textile mills is not industrialisation. It is playing
with it. Industrialisation is a thing that produces the
machines. It is a thing that produces steel.” T remem-
ber that occasion since, as it happens, Mr. Nehru was
replying to my own observations a little earlier in
the debate. Mf Clark goes on sadly to observe:
“Before long, the world is going to be littered with
unwanted and obsolete steel mills, built at great
sacrifices by poor countries suffering emotional
political leadership, with money which could bave
done far more good if it had been devoted to other
industries.”

The third fallacy is that Government should pro-
duce more and more, the people less and less. Hence,
while these plans actually collect from the taxpayer
in the form of taxes and loans, resources for the State
sector, the free sector is left to fend for itself by
raising money in the market. The allocation of
resources shows a set pattern despite the failure of
the Btate to fulfil its targets, of a larger and larger
slice going to the State sector, leaving a dwindling
balance for the free sector of the economy. Thus,
while in the First Plan, the share of resources
allocated to the State sector was 46.4 per cent. it rose
to 54.6 per cent in the Second Plan, and 60.6 per cent
in the Third Plan. It is now proposed to raise it to

.05 per cent in the Fourth Plan.
The wysteful nature of this investment can te
judged frogm the figures available in regard Ao 46

result of their o
crores,

figures. The business government is to govern,
Governments are nopahadéNo produce efficiently. The

thing is defi
seeing, thp~Stomach for digestin)
. You can no more get
cient to produce manufactured go
gryins than you can breathe with you
ith your eyes, or digest with vour lun
The fourth fallacy is that the Natidnal Planning
Commission and the Government should have the
right to dictate what shall or shall not be produced
and at what price it shall be sold. This has created
a yfnmrnand Lconomy which is modelled on Soviet

and the lungs for
government effi-
s or grow food
stomach, hear

« planning and has little in common with the “indica-

tive” planning of France and Britain which is advisory
and voluntary in its nature. Tt has also created a
veritable jungle of controls, licences and permits,
which kill incentive and breed corruption.

What then is the way out of the mess in which we
find ourselves? To me the answer appears inescapable
that what is called for is the abandoning of the Four
Fallacies in which we have been indulging and a
radical reversal of the faulty economic policies and
planning in which we have indulged for the last ten

[
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This cannot be done overnight, particularly with a’

Government as lacking in decisiveness and a sense
of direction as the one this country is blessed with
at' present. What is immediately necessary 'therefore
is a pause — a period of heart-searching, of introspec-
tion, of direction finding,so that,as Mr. S. K. Patil,
i e said the other day, we may go

out of the “blind alley” in which we find ourselu:cs.
Rs early as March 22 this year, opening a discussion
r the Budget in Parliament, 1 had urged the need
for making the Third Five Year Plan a Seven Year
Plan and giving the country a badly needed two year
holiday from Planning. I had cited the example of
Khrushchev who, when he took over from Stalin, had
said that there was no nced for a new plan until the
target of the existing one were achieved first and he
had, therefore, made that Five Year Plan into a
Seven Year one. As Mr. Patil jocularly remarked, there
are “planning pundits” who are apt to regard any
criticism of their plans or-any suggestion for a pause
or holiday as “an act of sacrilege”! I am glad that, in
such an act of blasphemy, I now find myself in good

+

sen-amd[reports are to be believed, no less a person
than the Prime Minister has made a similar sugges-
tion, though it is likely to be publicly denied.

It seems that even the Prime Minister's suggestion
has not been well received and I saw a headline in
a local paper of 24th July saying “Planning Com-
mission’s ‘No’ to PM’s Plan Holiday Move”. Who are
these men who, between them have not produced
anything comparable to what a single businessman
in front of me has contributed to the country’s wealth,
men who do not have to stand for elections and face
the electorate, men who do not have to stand up in
Parliament and answer for their activities, who pre-
sume to turn down the Prime Minister's suggestion?
This proves the point that some of us have been
making that there is no room for a super-government
miscalled the National Planning Commission in a
Parliamentary Democracy such as ours. Such a body
is part of the Communist system of government and
the best thing that can be done to it is to wind it up.
1e implications of making the Third Plan a Sepen
Yean Plan would be: (1) that we would Fave fi
to fulfil the targets of the Third Plan, completinf un-
finished business and projects and fully utiliging in-
capacity: (2) there would be no additional
wastefji] investment in the State sector for tivo years
and (3) there would be time to think I ngs over
and get\a better sense of direction. Such a/plan holi-
day can lso be utilised for progressive defontrol and
the cutting out of a lot of red tape in which we have
e T il e ok
elements in\ the infr priss ROV = C’-ssenti:‘l]
S }::stmcture which hiive been wil-

a ese years.

weld S et e e o e e

of a miracle, SR slion

“:hf.! first an l'{l"‘st striking result
5 INg un Tivie t

would facilitath, the comphonon i e, Proects

Third Plan Yorojects ot diffefent stages ("[“':::::

ould be that the
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in ingreased wction  wihii
a favourable impact on the
production would\ increase

existing level of taation. ne
investment on new\ projegts, this would facilitate a

cut of 30 per cent tg be fade in expenditure and the
tax revenues requirpd. /This in turn would make it
possible for the indid¢nce of all taxes, both direct
and indirect, to be Ndlved.

The second result }ould be that more money would
be left in the pogkets of people for saving. With
appropriate changgs in the interest rates, these savings
could be channefed ihto productive investment. This
would lead to ndous spurt in industrial acti-
vity, the like this country has not seen for

additional
pockets

urchasing| power would be left in the
ts and the rural population.
duties and decontrol, the agri-
would get fnore manufactured goods by
selling’ a given quantity of his products. This world
servg/ as an incentive [for him to produce more and

cake would exparld and everyone of our people
ould get a bigger |slice. Before this, the paltry
chievements of the §econd and Third Plan would
le into insignificanc

There is a neighbouring country of ours, little
Ceylon, which used to follow the same kind of eco-
nomic policies as we do today. The result was the
cutting off of U.S. aid and a rapid drift towards
bankruptey. Last March, the people of Ceylon showed
that they hadLEHOIIgli, with the result that today
there is a Liberal government there which has em-
barked on sound economic priorities, and foreign aid
has been resumed. Only. the other day, the Govern-

ment of Ceylon invited our finest Tax expert, Mr. N. A .

Palkhiwala, to visit Ceylon to guide them in regard
to their fiscal policies. Is it not an irony that our fscal
experts are invited by foreign governmentp while being
neglected by our own?

The result is to be seen in the excellent Budzet
proposals introduced in the Ceylonese Parliament
only two days back which not only provided for a
cut in income tax, removal of import duties on cer-
tain goods and the reduction of import duties on
others, but also various measures to attract bhoth
indigenous and foreign capital and provide the neces-
sary incentives. The example of Ceylon has shown
that these economic problems have a political solu-
tion. Are we as a nation less intelligent than the
Cevlonese?

Big tasks and small minds go ill together. There
are too many people in key positions who lack faith
in the people, daring, imagination and vision. There
ha§ been a niggling attitude fo pgosperity and the
enjoyment of the good things of life that is succeeding
In driving away scientists, educationists. engineers,
doctors and nurses in a regular flight of talent from
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