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O’v ustion - What pext Pvf’/

Transeript of speech de¥vered by Mr.di.R.Masani M.P. to the

Progreseive Group, Bombay, on June 15,1966. /

Mr.President, Ladies and Gentlemen:

M

I would like to congratulate the Progressive Groupon having taken the
initiastive to encourage discussion in public abotit this topie which is
at the same time & burning topie of discussion and a mystery of a
rather technical nature to most people. It apeaks volumes for the
intelligence of the members of your Group that such a large mmber
of them should be here to follow a discussion on what is a rather
difficult and obscure and technical subject. In fact I marvel at my
own courage in agreeing to try &o explain this technical subject to

a popular gathering.

What is Devaluation ? Let us say that it is the recognition of reality.
That it faces the fuct that the value of a particular curroency in terms
of other currkencies is at a certain level.Just as everything hos a =
price , so the Dollar, the Pound and the Mark and the Franc also have

a price in terms of the Rupee. When the welue of the Rupes goos down
when ju.lt.,"dl other prices go np the value of the foreign currency
which we can buy with our Rupee also goes up. Similarly if the value

of our currency were to go up then all prices would come down and the
price of the Dollar, the Pound, the Mark and the Frume would alse come
downs What happened a few doys ago itksssfums was nothing new. It was

not something that was created, something w=x that was done by our
Government. It was simply that our Government at lust decided, for
reasons which we shall go into presently, to accept the fact that the
Rupee was no long-r worth 20 cents of the American Dollar as was the offiecia
theory till last weeks = 4.75 Rupees make a Dollar, that is what our
Sehool children were beingz taught. But even the brightest school ehildren
knew by thia time that this wus not so. The Financex Miniaters had

not discovored it but they discovored it list waek. Now actually as

has been the ease for some months now, the walue of the Rupee in the
froee markets of the world (which are published every week in Newawaek

in a little box, in case anyone wanis to eheck up on them) wns round
about 10 Cents, when this development t.ok place. Half, roughly of

what the Rupee was purporting to be. What the Gaovernment of India did



A

with the approval of the International Monotary Fund & few days ago
was to peg the Rupee at about between 14 and 15 American Conts. In

other words the Devaluation is partial. It is about 2/3rds or thereabonts
of what the reality waa,

There has been a certein amount of confusion and difficulty about the
extent of the devaluation. On the one hand eur Government announced that
the Rupee had been devalued to the extent of 35.5% of its value in terms
of Golds That is correct. On the other hand if Fiwswant to buy a Dollar,
or a Pound or an air passage rll find that the cost has gone up not by
36.5% but by 67.5%. This naturally is a little confusing becsuse there
looks as if some tiick. Dut mctually there is mo trick. It all depends
on the angle from whieh you look at it. Some has heen brought down from
1.5 to L.From the point of view of themx man who is Imskimt Lookinh from
1.5 which is the Uollar or the Pound: the depreciation ia 33%. But from
the point of vie® of the man who is at one Rupee, 1.5 is 50% more than
where he is. In other words xiew from the point of view of the foreigner
the Rupee has gown down by 33%, from the point of view of the Imdian,
the other currencies have goneup hyﬂm Doth are perfectly eorrect.

What is the case for devaluation ? The case for devaluation was put
propably in its fullest by the Finance Minisger, Mr.Sachin Chandhary
on the night of the devaluationxx in his broadcosé. He said there was a
rise in prices over the last ten ycars of B80%.In other words the Rupee's
vaolue at home had gone down by B0%& during the last ten years. Secondly
becanse the home volue had gone down similarly the foreign walue of the
Rupee had gone down also. As I see it has gone down by 100%. So the
value of the Rupee had depreciated in the world market. This means
that the official rate of exchange was not being practised over large
areas of commercial transaction. I remember saying during the Pudgot
debate in April in Parliament on the Tourist Ministry's estimates that
a8 much as 75% of the foreign exchange brought into this country by
tourists in the form of Dollars, Pounds, Travellers Theques was lost
to the country. It was not geing through the banlks at all. Tndia was
not getting the benefit of ¥Jths of the tourista® incoms which it woumld
have gots Why ? Bocause there were people available in all the citienm of
India to give for the Dollar to the foreigner twice as mmch in Mapecs



as the Bank or the Hotel wonld offer. In other words if the Imperial
Hotel, or the Ashoka Motel, or the Taj Mahal Hotel here were yrbnared

to change their travellera' chegques at the rate of R.4.73 per Dollar
there are people hanging about the footpaths and taxi drivers and
shopkeepers who are prepared to give R8.0 or Rs.10 for the amme travellers
cheque or the Dollar note. The result was that even the nicest people

who came to India soon learnt about it, did not mee why they should spend
twiece as much of their mwoney when they eould spond half as much and

80 they stepped outside or got into a taxi and the Sardarji or whoever

it was promptly change their Dollars for them. This is how things weroe
working till devaluation came. And se the Pinance Ministry explained
thiat this was not making any sense anymors, it was hetter to Tnes Pacts.
The third reason he gave was that India's exports were being priced owt
of the world market. Qur prices ware mo high,our cost of protmetion had
soardd so much that India had become a very expensive country to buy iwx
in or to buy from. _¥iw The result was that even prolucts whers we wara
accunstomed to export to the world we comli not sell because wers not

sble to have a competitive price in the world market. Fourthly he maid
our reserves abroad had declined to zero. The British had left us with

s very large aterling balance gnd our Congress (overnment during the

last 18 yeare hod completely dissipated it. And since there wers nok
reserves weE were unable to meot our foreign obligations. We could mot
repay our debta, we could not the interests on our dehta anymore. This
was the picture he presented. An' he said that devaluation will act as

a corrective to this distortion. Hle was right. Devaluation in eertain
circumstances accompanied by certain other measures could correct cortain
distortions, Put as we know it also ereates new hardships, now inequities.
Innocent people get hurt in the process. Poople who are not at all
responsible for cresting this situation where devaluation became
necoasary are the ones to be hit most, Students who want te go abroad.
People who want to travel abroad on legitimate,business.medical or

other grounds. People who had contracted to buy machinery abroad and

have nbt yet paid for it. We learnt the other day that one of our ma jor
Borporations @ill have to pay Rs.10 crores more to the world Bank

simply because of devaluation, though what they had go was going te
remain exactly the same. This is very unjust.lt means that innocent
citizens of India have got hurt throtigh mno fault of their own. It

is the Government that had misbebaved, but thepeople have to pay the price.



Lot me summarise my explanation of devaluation by saying that it ia

the filing of a petition of banckruptey.When a man cannot pay hia
obligations, when he is in default, then either he ean runm away

if he can or he goes to the court of insolvency and says to the court

I om sorry, I made a mess of my affairs, I cam ot mest my obligations
anymore , this is all I have now do what you like about it, pay my
era§1torl as best you can and tell me I forgiven and I can start life
all over sgain. This ia exactly what a nation doos when it gooes banckrupt.
As you, Mr.President, reminded me , I addressed your group somewhere in
May or June last year and I asked the guestion: "Can India escape
banckruptey 7" I ventured %& at that time to suggost methods by which
this step could have been avoided. I pleaded with you, the andience and
the Government to listen. ﬂug as usual, our voice was a voice in the
wilderness. And thururoro/the {nnrnr is that India he® already bocome
ban¥laput.And this bankrupt country now gees to the World Bank and the
International Monetary Fund and says We made a mesa of it, if you will
forgive us now we will start again with n clean slate and as & price of
thia we agree that our eurrency, our eredit, our preatige has gons down
by 57.5%.

But as you probably know there are two kinds of insolventa. There xsm is
the honest insolventm and there is the crook who files his petition

as insolvent. And the result is that at the end of the process there are
those who mre honourably discharged from bankruptey and there is the
undischarged insolvent who remains like a ghost fleeting around the courts
and the/ﬁ:‘-’*ﬁ&nl, there is ome in Arthur Road, where people can be put
there for not paying their debta. Now the honest insolvent declares his
assets, discards his bad habits, his extragavance his attempt to live
beyond his means and tries to live an honest life. The dishonest insolvent
socretea his wealth, ppetends that he is banloupt, or at lesat more
bankrupt than he is and tries to cheat his creditors. And then goes =x

on agein, having got out of the wess to the same bad old ways. Now the
question before us ¥k is whether our Government today is an honest

insolvent or a dishonest one.

Trying to be judicious and objective I would say that perhaps it ia too
early to pass s finsl judgement. But ecrtainly the indications from
Delhi are not very encouraging. Let us consider for instance what the
real action for this action might have been. Now I have given you
accurately and fairly, Mr.Rmssident Sachin Choudhury's explanation.
mine, I have no desire to be unfair to him.

He is s good friend of
however is, are the reasons he has given the

That question that arises



real reasons why this step was taken. Now lot us consider what he said.
Did he tell us anything new. Did he, Mr.Prosident, tell you anytbing in
his broadcast which I had not said 15 months ago. Well, now if that is

80, if these same people ignored all the warnings which were given to them
pretended that everything was all right and everything we said was
nonsensical then when suddenly sdopt our arguments and make to you the
same speech that we havebeen making at them then cortainly it begins teo
make one wonderm ¥hether this could be the real reason. Now hore for the

record is what I said in my Budget speech in Parliament on 28nd March

1965, fourteen or fifteen months agox when Mr.Krishnamachari was si tting
opposites

"When foreign aid starts drying up(which has happened)there will
only be two alternatives left to this country. It can shamelessly
go bankrupt(es it has)or it can put its house in order. If it
ia going to put ita house in order there are two ways of doing it
againj one is to stop these inflationary policies and to serap
the Fourth Plan as it is at present devised and create a stable
weasure of value in this country an honest rupee.If you do not
do this I will tell what you will have to do. And what you won't
like to see the Finance Minister of your Party doinr in the next
fow years ( we did'nt have to wait that long, only fifteen montha)
and that is to devalue the rupee. It is a very painful expesdient
to cut down officially the valwe of ome‘'s currency.If you do mot
listen to our warning today and stop this inflationary, rackiéess
way in which you are doing thinga you will youraself wk have to
come to this house and this country and say 'let us face facts
our rupee is only half of what it is today, let us pretend that
is 4th of what it wos before(this is exactly where Mr.Sachin
Choudhury has now put it - Jths of what it wns before)That is what
is called devalunation. I am not advocating it. It is a very painful
remedy. It will burt rich and poor, honeat and dishoneat alike.
And I wonld like to avoid it. Dut as things are developing today
with thie Budget and the proposed plans I can say that devaluation
is round the corner and even my hon. friend opposite will one day
have Lhe courage and the homesty to come forth and admit it.(Luckily
for him he was thrown out of office). But hia successor has to carry

the bahy.
I read this partly, Mr.Prosident, becaunse you like some others, seem to
’!ﬁo‘%&-’!&ﬁ‘?ﬁtmr some misconception. Where you got the idea that I supperted
devaluation and Rajaji opposed it I cannot conceive. Thers is » commnist
gentleman Mr.Indulal Yagnik who has been shouting that lie in my conatitnenc)
in Rajkot two days ago and I have contradicted it. Rajaji and 1 arexix
a hundred precent in agreement on devalustion as we are on almost e wery
other topic. We spent the last woekmend together in Bangalore, we
spoke togother on the same platform and I had the satisfaction of hearing
him tell my audience that he endorsed every word of what 1 had said.
You cannot either like or dislile, support or oppose devaluations
It is like saying do you support & storm Or oppose s storm. Do you

suppobt cancer or do you oppose cancer or an operation that hecomes



necessary. Those ave calamities. Yoo neither welcome them nor do

You depracate them you face

that your rupee hur:ult iss :::; i.:h:::: Ve ]
gond taking sides ahout )

it.The question is what do you do mbout it. Can You avoid devaluing ‘

it. If you can't what should you de.Se fronkly this idea of supporting

or oppesing devaluation is heside the point. Xswxtx The Sunday Standard

said last Sunday something very intercsting. It said last March last

yoar(when I spoke in Parliament)k rather regretfully that the Ressrve

Banlmow saythat if they had devalued the ruppes in March 1985 then

the rupea conld have been pegged at Ha.6 to the Dollar inatead of T.50

In other words, by not listening te our warnings, not listening to

vhat the Swatantra Party had to say in the last two yoars,they had to

pog the rupee further down. Now I mention this to ask this question

how covineing is this sudden concern for fiseal rectitude. low genuine

is this repentence. Can people who have flagurantly sx defied or denied

the fact (as the Congress Party has done over these x years saying

'no, noM, ne, the rupee is alright where did Mr Masani get his factas

from' Mr.Krishoamachori protended two years running that the rupee had

only one value Ra.4.75 per dollar, everything else was nonsense.) can

lggha people be taken seriously whem thay come and ropeat 3t argumen t

to ns and ask us to accept it. Particularly when there is talk of

nev Ordinances,new controls, new levies and a big Plan. Thase professions

sound very hollow. 1 therefore frankly caonot accept at face value

the ressons beipg given by government as being the real reasonfor their

action.

Then what can be the real motive ? Here we do not have to guess too
much because the cat was let out of the bag on the 8th ¢f June. The

Finance H-inistr}' put ont & note entitled "Uevaluation-some questions
Answered" supposed te have been issued to all M.P.s ( I have not got
my copy, the Congress M.P.s got theirs and the Press got them from
the Congress M.P.s snd I learnt from the Presa that what the note
soys to the M.P.s is thia:

"This action could nat be postponed as all further
Aid negotiations hinged on it."

Now it is very clear then that devaluation came not bhecaunae of the
very high and noble reasons given by the Finance Minister but because
the foreign loans and the aid they wanted were naot forthcoming om

any other ‘huin.‘l‘g 21:1. it veory clearly it was s bargsin. It was
by Pank and the other
a bargain struck kx our Govermment 8nd the World an



Governments on the other side that if we devalued our rupee they would
make massive foreign aid availahble.

This evening as I was going home I read Arre Bhai which I dom't norma!ly
read but I saw devaluation on top so I thought I would learn from
Current as to what this was about and I think they have got the idea
rather right. It discusses the kind of correspondence botween Indirabehn
on the one side and George Woods on the other. And when kks Indirabehn

wrote to the Worl® Bank manager asking for loans and an overdraft
Arre Bhai goes on to sayt

"So what he is replying

lle is saying "dear behn we will agree to extra overdraft
but you must sign pronote for O57.50% more ™

For what

"It munt is bank charges, mugt to ha "

"Jei Hind phor that and Jai Hind for Indirabehn.®"

Now this I think is a very good summary of the whole situation put in
a nutshell. .

It is very interesting that this bargain seems to have been arrived at
by no other than our Minister of Planning. It was on his return that

this diacussion on whather or not te devalue, started. The mmusing thing

is this that the Minister of Planning Mr.Asoka Mshtn while he was
discussing devaluation in Washington issued a statement for our henefit
throngh the Indian Express, the Indian newspapers and news agencies

of the most valiant and courageous kind. He said "I have not travellad
10,000 miles in order to discuss the exchange value of my currency.
What we do with out rupee is a matter for the Government of India

to docide. We shall not 4% discuss it with anyone. " Now, it is
perfectly clear that cmong the things he was discussing and probably
mors than anything else he was discussing was precisely thevalue of the
Rupee. When I spoke in Parlisment after this vainglorious speech 1 was
said '"What impertinence ! You offer a man a piece of paper and say
This is 20 cents of your Yollar and the man says No, but Mr.Mehta it is
not 20 cemts but only ten cents. [l says How dare you talk about the
value of my momey. I lmow what it is worth. You damn well take it for
20 cents.So I sajd this was impertinance on his part to take thia 1ine.
Well, mow it was proved that this was a lie. It was an impertinent
lie. Ho was trying to throw dust im the eyes of the Indi,n peopls. It

R



vas procisely because he was discussing devaluation he was striking
this posture of mock herdism.And theme are the people whom we are

now told are to be trusted with seeing the country out of the wood,
Thx
The Goverament had two alternatives last woek.One, as you know, they

have taken. The other would have been a much better altarnative.

It would have baen the alternative of not taking massive foreipn aid
of cutting our coat according to our cloth, of cutting out this wretched
Fourth Plan and going about in o decent, democratic, civilized manner
ta with whatever resources we lmve. There was a better altermative than
devaluation. And you will see from this Mr.President, that far from
welcoming it, I am pointing out the circumatances in which this
particular devaluation has come doas mot justify what they are doing.
They could have soid, alright no devaluation no aid ? We accept that.
You can give us what little youm can, we shall manage. We shall manage by
cutting our coat according to our cloth, by balancing our budget,

by putiing our house in order.Maybe after a yoar or two you will feel
like giving us mwore aid. That would have been a self respecting, decent
alternative. Dut then ofcourse the fourth Pive Year Plan would hawe had
to be aerapped. And perish the thought that can never even be thought
about. S0, in order to save this wretched Plan this country had to go
through devaluation. The real motive of devaluation is to save the fourth
Five Year Flan.

The Fourth Five Year Plan as you will remember was to be of 21,000 crores
of rupees. One would ha ve thought that ashamed with their owmn =mmemity
enormity the Planning Commission would have been agreeable to keep it

at that or cut it down. But, kch no | Mr.Ascke Mehts and his colleagues
now want to increase it to 28,000 crores of rupees on the ground that
the rupee is now worth less. And they are right. In real value a 21,000
erore Plan which will be corried out now will be worth 28,000 crores.
And at present as you known, the poor Finance Minister is now fighting
with his back to the wall to prevent further disaster. So devaluation
was brought in to save this wretched, disastrous Plan. Now there are

two possible difficulties we face. Onme ia that the World Bank and the
others concerned seeing that our Goverpment does not scem to have lenrnt
agything and is talking of a bigger Plan will not give the massive aid
that our Uovermment thinks they are getting. In other words, that the
bargain will fall through. This will be & minor disaster. But the mmeh



bigger mixmtumxwiii disaster will be if that aid really comes through.
And if the World Bank and other Govermments are wnwise enough to
underwrite this Fourth Plan. In ense yon think this is o harsh remark
let us consider why we are in our plight. Why did we go banlrupt ?

Why did we have to devalue ? What are the wrobg policies of Government
which have brought us to this pass ? The first undoubtedly was living
beyond our moans; spending what we did not earn or posssss. Importing
more than we exported, spending mere than we produced. The second and
third Plans were the vehicles by which this waa done. Each had defieit
finance as a necossary part of it. And only last week it was anuoums ad
that the defieit financing or created meney (printing of currency motes
to pat imto our hands)wons twice that what was budgeted under the third
Plon document. In other words the third Plan had said so mmch deficit
financing ie legitimato. Nothing is logitimate. But they aaid that mo
much cheating will be legitimate.Well they cheated twice ms much on
their own admission last week. The mecond thing wrotng with the Plan
was that these plans are Stalinist, commmist Plana. They are taken
from the Stalinist phase of Soviet Russia whare the obgesalon waa with
ateel and heavy industry and starving the peopla of food and consumepr
goode. Qur second and third Plans are cobsessed with heavy industry and
stealand leave very little money for spending on agriculture, watar,
roads and consmser goods. The third thing wrohg with the Plans was
heavy indebtednesa. Depending too mmch on foraign loans which we are now
unable to repay.The fourth thing waa over-taxation, both Xmdirect and
indirects Now what ia wromg with over—taxation in terms of inflation is
that when people have money in their hands, banks or pocketa they spend
it fairly productively, they invest where they get a good returnm.

They entrust it to good businessmen, entrepreneurs and industrialists
who give them a good dividend. But when Government takes the money away
from the private people into its own coffers, it ia incapsble of
investing it productively. It wastes it é#ither on the Army, or the eivil
service or in big Steel works where the country loses crores of rupeéa
like Dhilai, Purgapur and s0 on. Fourthly these pla ne devise a syatem
of controls which lmsm atifled all enterprise, which hawn made

hard work unremmmerative which has created s mssive smount of cerruption
because every control means more corruption. This was the second and
the Third Plan. Now the Fourth Plsn is just as bad and vorse. There ia

ocument
nothing in the fourth Plan/as now proposed which is im the slightest



diffference from this fiwxt second and third plaas. In fact it is

% worse than the third Plan, because it is bigger, = with no more money
to show for ourselves, it would be a more inflationary plan, it is as
mach biassed in favour of_h-w; industry as the last Plan, and it is

as much bisssed wgx in favour of State enterprise as against the people's
enterprises as the third Plan. Now you don't have to take my word for
it.I shadl quote Mr.Asoks Mehta and Mr.Sachin Choudlmry. On 17th May

the last doy when Parliament adjourned, Mr.Asoka Mehta told Parliamentx
that of the foreign aid he was going to negotiate(he had just come back)
after trying to negotiaté) 7T0% would go to straight onterprises. More
than two thirds was going into this wasteful public prejects whieh

Mra. Indire Gandhi has this morning lamented of not giving the country

a fair return. And Mr.Sachin choundhury repeated this on Bth June

when he said: "To the extent larger foareign aid is available the prospects
of a largor public sector plan will improve." God forbid. That ia why

I said, lot us hope, the money will not come after all. Bocause TO%

of it is going to be wasted on bureaucratic Stste enterprisea.

Now I fear our poor Prime Minister does mot quite lmow her facta yet.
She soid on 1llth June that Soviet Ronssis was he lping us to bmild the
public sectorand Americo was helping us to build up the private
sector. I wish it was so. If that so I would not be oppesing foreipgn
aid comingfrom the West because I helieve that people's enterprise
should be helped., Bat the fact that as I pointed out is and she shonld
learnt it from her own colleagues, the Planning and the Finance Minister
70% of Western aid is going into the coffers of the State Lo spend

an these wasteful and other projecta. Now, this if I may say so is
utter mgdness. If n man has gone insolvent he asks to be forgiven and
then resorts to the same measures which was doing for the last tem '
years then be caunot be a sane or responsible persons And I do not
mind saying Mr .Preaident, and you can quote me next year wvhen I come
to speak to you agoin that if this Fourth Pive Year Plen in its prosent
shape and dimension is imposed on this country by Mr.Asola Mehta

and the Congress Governmeni. then our Rupee which is today 10 centa

in the free market will sink to 5 cents of the Awerican lolls Fe

I venture to make this flat forcast bere and now. Now what will we do
then. Agsin devalue, somebody said. Dut at that Lime it won't work
because people won't trust you a second time. Mpr.Sachin Choudhury

hus deseribed devaluation as the ultimate remedy. Now when you try



the ultimte remedy mothing is left except completecollapse snd

chaos. And whay 1 am worrying sbout is this that this will prove te

be in the hands of these people only a short term stimmlant. And when the
effoct hos faded away we shall bo worse off than we were before. I am
not opposing devaluation sgain, let me make it clear, just as I gan't
support it. Devaluation is an accoptance of fact. What I am saying ia

is that devaluation is like o strong drug. It is like & aurgeon's

Imife. There is a diseese, you are in m horrible condition and you have
o resort either to a very atrong drug or we have to got o surgeon's
lmife to operate on us. M New as I say s surgeon's knife or a atrong drug
are neither good nor bad. They are neutral.They are a remedy for your
condition, You have got to accept that. Dut it makes all the world of
difference whetheryou put that Surgecn's knife or that drug in the
hands of a qualified surgeom or physician or in the hands of a quack.

I consider the present National Plannin: Commission and the Cabinet

ta be a sct of quacks. I said on the floor of Parliament last year

6hat they were a group of charlatans for playing ducks and drales

with the people's well being , their money and their credit. Rajaji in
Banganlores the other day gave a very good analegy. lie said ' I had a
doctor. Under his kind care my leg got worse and worse and festered more
and moreuntil I got gangrene which was poisoning my whole bedy.

So a surgeon was sent for , the world Dank, and the asurgeon said, I

am vory sorry Rajaji but you willhave to amputate your leg. It is beyond
repair now, it has been neglected very badly I will hawve to perform on
operation. And at that stage he said, my doetor chimed in and said

yes, yes sir you must have an operation.lle said I aaid to my Doctor, yes
I will listen to the surgeon, I will have the operation, but you get

out from here you have brought me to this mess and you are not going te
gat wxt look after my leg after the amputation otherwise my other leg
will get pangrenous.Now I think this is sltogether apt parallel and Rajaji
is a great master of this kind of paralisl. I think this is exsetly the
position. If the charlatans of the Planning Commission are geing teo be
in charge of this operation then nothing good will come of it there
will be & Purther disaster for this country. 1 wus reading the London
leonomist last week there is an excellent priicle on the Shsh of Iram
who is doing a great job single banded ta puilhis country out of a similar
mess. And the Shah's advice to developing countries as roported in the
London fconomist is "Listen to what the Economists say snd then do the

ki



opposite. If only the Prime Minister would listen to me, I would advige
her listen to Mr.Aisoka Mehts snd the Planning Comisaion and them do
Just the opposités. You cen't go wrong.

And now, Mr.President, I come to the last part of my discourse and that

is what are we going Lo do about it. The elections are far away. We can't
throw these riscals out, much as wo would like to , not till then. What is
the country to do meanwhile.ind if the Governmont were prepared to liaten
to our advice, what would we advice them to do now that they have dene
this. T would like to spell out the answer e fore I conclude. There are
two or three things that need to be done ns moasures of immediate

relief. Relief for those who have been injured by thia mct + I would
mention three such mensures of reliefvhich are immediately required to
lessen the hardship and the blow that has been struck at verioms seetiens
of our people by the sct of devaluation. There are many exporters of
non-traditional exportsx who were using imported raw material.Thoy were
getting it bhrough their import entitlement, if you understand what that
means - in return for your exports you are allowed to import given import
licences for a certain value and which you can cash for whatever you meed.
The Import entitlement achemes have besn acrapped, quite rightly. Dut
where aro these poople going to get the raw material with which wo ecan
make esomething that they were exporting. And since wo need imports khaxe
thizs ie of national intereat. I am not talldng of the hardship of the
individual but of what the comntry needs. So the first relief should be
that adequate supply of raw materinl mmst be ensured for exportera of
non-traditional goods to replace the entitloments that they have lost.
Second is ther are many industrial projecta which ware just about being
lmmched, orders have been placed for machinery worth crores of rupses
payment had not yet been made or not made in full and suddenly the price
of that machinery haa gone uwp by 57.5 %, and crores of more rupces are
required if that contract has tobe carried out and the faclory eatahlished,
Obvioualy here is a case vhors easy loans from public financial institotions
like the IBD and the ICICI and all the other initials should be made
availahley for these rather orphaned projects. .?.n-J the thirdy&kﬂ:‘wﬂlm
there should be a gomplete aboltion of sll import duties and excise duties
on certain categories of goods reguired by the country. REaw matorials,
intermediato projects, fucls and spares. Now this is so bocause the posnms
redoction of import duties is a freud.All it does is toeharge you a slightly



lower rate for Rs.157 instead of Ns.150. In other other words you
Pay the seme import duty as you did last yuxm week. ‘here shoumld
be no import duty on these essential goods for the country. If there
is any sincerity in the talk of liberalising imports , because thase
things are needed by the country and the devaluation will take care

of the additional cost that has been imposed.But these are minor
reliefs.

The major thing is this . Basic cconomic policies of this country and
the Government have to change. Pirst of all we must learn to live
vithin our means. Now this means that all kinds of inflationary policies
so far followed must be cschewed. Thare can be no more deficit finsnce
for the Contral Government, no more overdrafts from the Reserve Bank
for Stote Govornments. They must earn what they want to spend. This will
involve a drestic reduction in civil non~dovelopmental expenditure.
And the army of clerks that the Government has employed , under—employed
underpaid people , pll furthér recruitment to Govornment morvices shall
have to stop for two or three yearsx at least, so that those who are

in the job can be dispersed over the whole field taking care of those
who retire, die and so on., The second thing will be to postpone and
recast its Fourth Plan which as I saidwould be a bigger disaster than
the third and the aecond Plan and this can be done by drepping from it
all new capital projectsm in the State sector, because they are always
wasteful. And the firat of them that should be dropped from the Fourth
Plan is this Bokaro Steel Plant. The biggeat of the white elephants
which we are asked to feed. When it was dis covered that the Bokaro
Project wus more expensive thon anything they hed gone in for and even
the Government was forced to gdmit it the reason given for not dropping
it was a very peculiar one. It was said that we muat not be ungracious
to the poor dear Russiana. Then again Govelument to Government loans
which are a drain on the comuntry's rescurces be restricted to only two
thinge. In the immediaste they should be used for importing th raw
materials , the parts and the fuel zwhich are need and vhich are called
maintenance imdxkx imports. This is not a good thing. But it is a
desperate mecessity. Otherwise the whoels of our industry will grind te
s halte Many of us will get unemployed and the whole country will geo
down. Ani for this particuler omergency which has been caunsed by the
misdesds of Government certainly maintenance imports should be imperted.
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And the other fundamental, long term purpose for Government loans

should be for what is called the infra~structurs which in plain language
means the foundatéon of our economy. Supply of water,for drinking and
irrigation purposes, supply of roads transportation and commonications
supply of electric power to make our oil pumpa in the villages and the
machinerjs in the fastories run. Beyond that we should not go in for foreign
Government to Govarnment loans at all, becaouse these loanm come at our
risk. fven if our Government spends those loans very badly and unwisely
this country has to repay capital and interest. They are bad for the
countryand I think those gk who give us these advances and loans sre doing
us no service except for these limited purposese All the rest of foreign
capital should come in ns risk capital at the risk of the man, the
industrialist who bringe it in. If he makes a profit in India then he ean
take awny his profits. If he makos a loss, let him go empty handed .let
not this country bear the loss. These are some of the anti-inflationary
meesures which wo should demand that the Government announce their
acceptance.

Then I think that the next thing should be a sharp reduction inm direct and
indirect taxation. No amount of foreign aid will save the country and no
rupee finance to develop this country. Today there is no rupee finance.
The capital market ¥x has had its bobéom lmocked outs Thé only way to
put rupee finance in the hands of those who produce is by cutting down
the direct taxation and the excise duties, &0 that there is more money

in the hends of tho people which they con invest « When it is invested
there will be more goods and when there are more goods prices will come
down andnot any other way.

Now this would invelve in my view €he introduction of a supplementary
budget during the monseon session of parlisment when it meets on 25th

july « If the Government lmows its job it will being forward o snpplementary
budget drostically to cut down income tax, scrap the anmuity deposit

scheme and to cut down the exeise duties. Aad finally just as important as
anything else this mmss of controlsin which this country has been fattered
®k will have to be discarded. The entire stracture of import lieensing

and foreign exchange controls will bave to be dismantledy I lmow there

are people who come short ou this. There are Lwo ransons for it.There are
some people who are interested inm import licenses.They are the



the politicisns and the officials who sedl these licensss and take
bribes and there are those who buy these licences and make Imge

profits of seversl hundred per cent by selling these licences to othars
vwho really need the goods. Prof. Shemoy, one of our finest sconcmiats,
has described importlicencing as the biggest portfollo of polities]
patronage in this country. There are oo many miniaters and too many
civil servants and too many businessmen invelwed in this

rackets And the real toat of the sincerity of $his Government will come
as to whether or not they abelish axchange controls and import licences.
If thoy don't thom I will be convineed that my thesia that devaluatien
hna been brought in not to make India an henest eountry not to have
clenn honds but entirely to get the foreign aid so that thie Govornment
ean tide over the next twelve monthse and somehow tide over the next
General Electioms. And when I say that decontrol must come I say that
Gold Control must go,restrictions on foreign tr wvel must go,exchange eentrol
must go and importmxt licencing wust go. The Whole thing must be serapped
if the vital energies of the Indian poople are to be relessed , if they
are to IﬂdHJﬂeuu to the produective needs of this ¢ountry. If theae
thin s are done then production will go up and the whole pmrposs of

the operation must be to produce more. It is only then that prices ean
be stopped from rising if we produce moreX dnd sell more abroad.It is
only whenjyou do this that you bave o right to go ta the rest af the
world and say 'Now I am an honest inseolvent, pleise forgive me my debtis.
It is gquite obvioma that this country will not he able to pEy back its
debts, The future of the comntry has been hopolessly mortgaged by the
Nehru, Lal Bahadur Shaatri and Indira Gondhi Gowernments. Dut we can't
go to the rest of the world and asked to be forgiwen if we den't put our
housa in order first . I have tried to indiente, Mr.Fresidentm, the steps
which are necessary 1o make us honest insolvents. If wo do that them I
think as Rajaji hoa seggosted, our Sovernment will have a right to go
abroad and say Look we have dane all the hard things , Dovw will you forge
part of the interest on the cepital on theso debts or will you allow us
a postponement for a few yeurs, Now the 64,000 dollar gquestion is will our
Government do all thisk? I do not think I em being emdumly cynieal or
sceptical when I said that I doubt it. T om propared to believe Lhat ths
Prime Minister and perhsps the Finance Minister would like to do the
right thing by the coundry sccordi g to their lights sad within thels
caphbity.but whem I look back at the Tresdury Henghes as We hav¥ tham

{n the Lok Sabha and reeall all the faces on it my hopes fade, Semebedy



once vrote rather aptly that the most underdeveloped territory

in the world lies under the hata and capsé that men wear. And of that
territory the most underdeveloped territory is that which liea under
the white capx® in our country. Therefore ome sadly comea to the
conglusion that it is wvery doubtful whother this government

has either the integrity or the courage or the capability

to earry through this very diffieult operation. It may be therefore
that we shall once again go throujgh disester, fhat the rupee will sink
tofive cents and that the only solution to this problem of our economy
may after all turn out t0 be a political one® a change of Goverument.



