
following is the full text of a statement on Foreign Exchange made in 

the Lok Sabha (Lower House) on August 131 1928, bz the Union Finance Minister: 

I thank the SJiel(er tor giving me this opportunity to report to the 

House on recent developments relating to our foreign exchange situation. The 

keen interest that Members have taken in this some'What complex aspect of our 

economy is of great value, since it serves to keep constantly before the public 

e,e what is orw or the important detenninants or our economic tutu.re. 
2. The factors that have led to the continued hea'V7 drawing on our foreign 

exchange reservee during the Seoond Plan period have been IU.acussed in the House 

on several occasions in the recent past and are set forth in scae detail in the 

Planning Commission's paper on the fall 1n .foreign exchange reaerv a that was 

laid on the table of the Lok Sabha by the Prime Minister on March 201 1958. 

3. Members are aware of the remedial steps taken by the Goverraent J as soon 

as it bec¥19,apparent that there was likely to be a large deficit in our balance 

of payaent8, ,,prompt measures were taken to centralize fully the whole system 

of foreign exQhange control, to reintroduce the system of foreign exchange 

budgetting and to take all possible measures to restrict 1lllports by a system of 

foreign exchange allocations for different purposes, determined - on what has been 

an austerity basis .. in consultation with the Planning Oommisaion. Apart fran 

restrictions on imports, foreign exchange facilities for tourist travel abroad 

were totally- stopped and exchange was released on a restricted basis only for 

business travel or for tr vel justified on medical grounds or for attending 

certain educational and technical training courses. Side by side with such 

:reatriotione, emphasis was placed on the need to take positive steps to earn 

more foreign exchange by promotion of exports. 



4. These measures have had ame effect. Speaking in the House on this 

subject on March 18, the Prime Minister re.tened w the tempo:raiy inlpl"O'Vement 

that had taken place in the first quarter ol the year but cautioned klembers 
4-t 

against drawing inference that we had tum d the corner. He explained that the ,. . 

summer months constituted the season during 'Which our exports were al.ways at a 

lower :r- te. tfotwithstanding this and notwithstanding the tact that the shadow ot 
economic recession 1n foreign countries has affected and depressed ccmmodity 

pri.cea and our external markets, I t.h1nk it necessuy to point out that, we haw 

been able to bring down the averago weekly drawal on our sterling balances to 

Rs. 4.09 cro:rea in the first seven months of: l9SS as compared with the average 

drawal of Ba. 7.2 arores in the corresponding period of 1957. 

S. Taking the p riod April to July 1958, our foreign excbange reserves at 

the end of March 19$8 comprised, in addition to a gold holding of Rs. U8 crores., 

sterling reserves of Bs. 267 crores. As against this our sterling reserves dropped 

to Re. 193 at the end 0£ Ju];y l9S81notwithetanding a paymen\ by the u.K. Government 

of as. 22 crores early 1n April 19.$8, whi included advance repa_yment of three 

instalments under the excess pension repayment .agreement. The net fall ha thus 

been appro:x:unately Rs. 74 crores in the i'our month.a Apr11 to July 1nclus1 ve. 

6. Thetie are the statistics. What do they mean? And what do they mean 

particularq tox· the Plan? Even more than bow they react on the Plan, is the 

question of how the Plan should react t.o them. Members are aware that the flan 

is not an ossified or petrified structure. The Indian concept of a Plan ie that 

• seek the-rein to strike a balance from time to tillle between -various opera.ti v• 

factors. both internal and external, and both social arid economicJ and that while 

ao doing we so.ek to impart and maintain the mOJllentum necessary to push forward 

the Nation towards accepted goals. 'l'hus the Plan as a 'Whol. is and has to be 
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eonstantl;y under review. The restri.otive Jnetheds we have imposed Since January 

1957 naturally led to certain dit'ficUltiea both in the private and the public 
sectors of our ec:onOIIW'• By and large, however, an all-out e.t'fol"t is being made 

to go ahead with what• have defined as the core of the Plan, to ccmp.lete 

othe:r projects whieh are vell-ad,mnce4 an4 at the saae time to maintain the 
~ 

economy at ma-Ung level of pl°Odu(ltion. In certain fields there bas been a 
" 

tendency !or interna1 prices to rise owing to a re1ati ve •hox-t•fa.U in the 

availabiliV o£ imported goods, but this tendeney baa not developed to any barr&d• 

81.ng extent. On the contrary, I feel that a str-o.ng fillip has been given to 

indigenoue industries which have awakened to new demands that an now being made 

upon them to replae-e ill'lported goods. Special consideration is also being accorded 
th.fl 

to imports of plant and maob1tlery for/installation of factories tmich will prodace 

goods and commf>dities that are at pl'esent being import.cl. Buch imports are king 

allowed on deferred pa3ffl,&nt terms, on the basis that they will be financed out of 

sa'Vings that will accrue when \lle plants go into product.ton. 

1. There is no room., however., for oanplacency. During the current year. large 

p~ents are f"al.l.ing due on orders which were placed. earlier for capital goods £or 

our important pro.jects. It has been es-timated that su'Ch oomitAents in the public 

and the private sectors together yet to be paid for amounted to as. 88? enrea 

appn>:xilnately as on April 11 1958, the bulk of this Npr&senting capital goods. 

Added. tc, this we have suffered in ncent aeka a .tall in exports, as alreadT re­ 

ferred to., on account of the receasioua17 ti"'end in foreign markets. 

8. In the Plann:illg C<lmllli.sm.onts paper on t1Appralsal and Prospects ot the Second 

Fi.ve-.'fear Plan", it has been estimated that for the peri.o« Apl'il 1958 to March 
1,61 the gap in our toreign exchange balance sheet Dd,ght appi,,Jd.mate to as. 500 
c"l'oree. The latest estimate prepared 1n this bebali ta1dng aceeunt of the current . I 
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unfavorable trend 1n e~wta
1
haa ahown that for th& last three 79ara of the 

eunen~ Plan our· requirement.a ot foreign exchange will be 0£ the order of Rs. S6o 

crorea. Thts is on the assumption that any food inlpol"bs tound to be necessar:,1 in 

additi.on to ou:r normal marketing obligations 1n respect ot ,m at and our agreement 

tor importing J3uma rice/ woul.d be found under P .L. 480 .AgJ'i ents. The baais for the esti. 

maw ia that the cost ot the Plan, lihich 1.noludillg existing .comm1tme11ta requirea 

an e)IJ)8nd1ture ot • 619 crons for completion; will be completed and that th& 

ne da for tba maintenance of the eoont'!lliY and for secu.rl.ty will be prov.Ld.ed. It 

also assumes that sterling reserves wUl stand a.t Ra. 200 erores at the end o:r 

the Plan period. Thia does not., hawewrt mean 200 crores at any ti.ma. As a 

matte:r of t ct they are below Rs. 200 crores tod~. It is considered necessary, 
however, that we should begin the Third Plan with reserves of not les« ,than Rs. 

200 crores, rebuilding it up to tb:is level if it is p ss:Lbl to do so. In esti• 

· .mating the ciefiei t at ns. 560 crore, as on Aprl.l l, 19$8., foreign a:ld abeady 
prcm1sed - whieh U10unts to about Bs. $13 erottes - was fully taken into account. 

&inc then a .turth ,- loan o.f as. 12 crone has been authorized by the Inter­ 

national Baik tor IweonstrucU.on and Development 1n J'lllT 19$8 for a INC project. 

9. We are making constant endeavor to bridge the gap liihich rema1na. Our 

ef:torts in th direation of increaaitlg our expone TM+7 be mentioned i.n som detail. 

The House in already aware of the s tting•up by the Ministry- of Canm.erce and 

Industr;y ot the Foreign Trade Board and the 11.reotorrate ot Export Pro otion, trmich 

are helping to impl ent the Cabinet·• s d1recti ve to give highest pl'iori ty to 

matters having a bearing on exPOl't earnings• Steps are being taken to aupent 

production of Indian preducta 1n demand in f,0re1gn oountries. In the field of 

agriculture eamm.eroial oropa, notably oilseeds, have attracted special a<ttention. 

Larger quantities of coal and oree are expected to be made available tor export. 

A special ei'.fort is being made to improve the cempeti.tive capacity of the products 
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ot our new industriest arrangements for the supply of bane raw lll&terials such 

as iron and steel have been made 111.ore eff'ectiveJ pel'lliseiori tor importing 

tinishe(l accessories and other matel'ial required .f'or being incorporated in go0ds 

intended for export is being readily o.-anted.t and prefeNnce is accorded to import 

r.equil'ements of indus1ir:lel. uni ts participating ill the export promot.i.on effort. 

Th• tastes and requirements 0£ consumen 1n foreign markets are beil'lg studied and 

measures to control quality are receiving. eci.al attention. &q,orts have been 

freed !rs hampering f1 eal impostaJ ez.port duties have been abolished or reduced 

over a very wide field and the proceduw for refund 0£ 1-port and exoiae duties 

haa be n aimplified. In the f:Leld of transport.., the Railway Board are taking 

apecial steps to encourage &xport traffic and we are hop1%lg that likewise the inter­ 

national shipping lines will in our mutual interest lend a belps.Dg hami. The~ 

' industry has been helped to organize the export of sugar Slll)luses and the State 
' 

Trali.ng CoJ:poratJ.on ia., with the help of its business e.ssociattta• contributing to 

the pl"(lllotional ndeavor b)" organising export ot e<m1odities like cement and shoes. 

fhe lbport Risks Insurance Corporation has also made a modest beginning in its 

effort to help exporters b7 covering risks not no:tmell7 covered by other insurance 

10. The me:asuns that have be.en taken and that are contemplated to be taken 

111ll~ I have no doubt, help to develop the country•, nport potential. But in the 

face ot the recession in international trade and the dullness or the outl.ook for 

expor-ts, ~& task of 1ecuring a significant 1mprovemen't in OUJ' sport earnings 

dUl"ing the current year is likeq to ancounter gre•t dUt'ieultie.a. 

11. We have been keeping international intititutions and f'rlen~ foreign countries 

tul.11' informed regarding our cU1'11'8llt si tuat1on and it. will be our endea•or to secure 

further foreign aanstance 111 an appropriate Wirf• fhe Houee, I • sure, will u.nder­ 

&ttand and appreciate that it would be premat'l.ll'e - and likely to caus• •ibarn.sament. 



in our efforts - to deal with details J but I think 1 t i.s an opportun mcment to 

say that the Intematioll&l Bank f'or Reconstruction and Development,, which has con­ 

j;J:lbuted so vi tall;r to our development and is 1'ull.7 apprised of our plans, our 

potent1a1 and our needs• has decided to consult with its member countries that 

have interested themselves in India and has there.fore convened a conference to meet 

in Washington later this month to disCllSs the Indian oi:tuati.on in respect ot foreign 

exchange and th manner in which India can be helped. ~e govel'llllente of the u.s., 
j, 

V.K., st Gem.any and Japan have agreed to participate. The Intemational Moneta.17 

Fund will also be represented at the conference, We shall ourselves not participate 

but will be prepared to give all tactual data :necessary for an appraisal of OUl" 

position. We naturally cannot e~ect that the results of the conference will be 

announced immediately' 1 t is overJ the governments eoncemad will have w takl:. appro­ 
priate decisions. We can only at this stage eJrpress our sincere IAJ)preoiation of 

the interest that is being take in our economic bettem.ent by' the World Bank and b;y 

triendq governments and lnatitutions. 

12. With a 'View to ensuring the full and proper exchm:,ge of information and U• 

ped1ting negotiations with intern.ational institutions and interested foreign govem­ 

ments, we have deeided to strengthen our eeonomic representation abroad by the 

appointment of a special officer of the Deparbn.ent ot Economic Affa. rs who vil1 be 

based in Washington., and by enlarging the functions of our .Econanic Minister in the 

u.,. 
13. It is hardly necessary £or me to point out to the House that evel')" credit 

that we secure., w:dle no doubt helping us to Ude ove-r the needs of development in the 

immediate f'utun ,does at the same time represent a liability over the long tem. 

more partieululy so 'When repaym nt is in foreign exchange. l need hardly add that 

whatever sueeees we may have in securing foreign assistance or cn,di ta on1y under­ 

lines our responsibility to see that w so manage our affairs and our finances that 

we maintain and improve our cretli. t-wortbineas. As on April l, 19S8, the foreign 



- 1 • 

exchange liabilities alread_y contracted amounted \o about Re. 7~ ororee, ot 

which about as. UO crore.s will be repayab1e durtng the rest of the Second Plan 

period, bout Re. 340 crores 1n tne Third Five-Year Plan and the res~ at a later 

date thereafter. Servicing ot these debts will have to be a first charge on our 

resources in future • a serious task indeed but a task not impossible if we con­ 

tinue to conBerve and to direct these credits and our other l'Ssources into the most 

productive channels"" a tak certainly not beyond a countr.r and people to wham ·--- "- ·--··- -· .. ..., . .. - - . .. -~· 

p~~!)nal.. aelf-deni.al £or tpe public good should be no mere occasional -.i.rtue but a 

principle ot lite itMlt. 


