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The Tightening Screw 
E V E N though the Plan has been cut down by about 12 per cent the 

hazards which it continues to face are of no mean proportions. 
Even in its watered down form the Plan is estimated to involve a bal
ance of payments deficit of a far higher order than was estimated when 
the Plan was drawn up. The latest official estimate puts the l ikely order 
of this deficit over the entire Plan period at Rs 1,600 crores, which is 
in excess of the original Plan estimate by Rs 500 crores. Further, It 
is not only In the estimation of the overall deficit that the original cal-
culations of our planners went wrong but even the phasing of this deficit 
over time has also come to be very different f rom the course it was 
originally expected to follow. 

According to the Plan, the year 1958-59 was expected to have the 
largest deficit in our balance of payments. The deficit was to be of 
the order of Rs 347 crores. But in the very first year of the Plan, i e, 
1956-57, the deficit (after excluding official donations) very nearly 
approached the figure set for the 'hump' year. As for the current year, 
the figures in respect of the months gone by have given cause for much 
concern because the pace at which the deficit has been piling up during 
these months, were it allowed to continue, it would easily have 
exceeded Rs 450 crores by the end of the year. Apart from the fact 
that a deficit of this magnitude would deplete our reserves to a point at 
which they may be far from adequate, it also raised a suspicion that 
even the latest calculation of the order of our foreign exchange require
ments might have to be revised upward very soon. 

Assuming that of the external assistance promised so far for the 
entire Plan period about Rs 150 crores could be drawn upon in 1957-58, 
the balance of the deficit would have naturally involved a drawing down 
of the sterling balances which stood at Rs 529 crores in Apri l , 1957. In 
fact, this is what has actually taken place in the past six months. The 
sterling balances have been drawn down by Rs 168 crores during the 
period. If the process were to be allowed to continue, the balances at the 
close of 1957-58 would have been around Rs 200 crores. Now, the exchange 
reserve of this order, even when one takes account of the gold held by 
the Reserve Bank, cannot be regarded as adequate either in terms of 
the foreign exchange requirements of the Plan over the rest of its period 
or in the context of the existing climate of opinion abroad as regards 
the strength of the rupee. 

Viewed in the above context the latest instalment of cuts in im
ports, however drastic it may have been in its impact on some of the 
items of import, was simply unavoidable. The rapid pace at which the 
drain had started taking place, if allowed to go unrestrained, would 
even have reflected adversely on our resolution to go it alone with the 
Plan if no further external assistance were forthcoming, it would not 
be inappropriate to say here that those who are critical of the Prime 
Minister and others who have lately been affirming the Government's, 
and the country's for that matter, resolve to execute the Plan, wi th or 
without foreign aid, overlook that the type of assistance sought by 
this country being one without any political strings attached to it can 
be attracted most by parties which are intr insically solvent. Our deter
mination to go it alone, if necessary, indicates our fa i th in the basically 
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