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A Negative Achievement 

HE Finance Minister has spoken not a day too soon. Rumours of 
devaluation have been gathering and making the foreign exchange 

crisis even more acute, offering as they did a premium on withholding of pay
ments. These have been scotched for the time being by his bold and forth
right statement that India will not devalue nor would she declare a -
torium on foreign payments. It is the measures for strengthening the rupee 
which he listed that leave much room for thought, not with regard to the 
immediate situation but as a solution to our long run problems. His out
right and emphatic rejection of devaluation will be widely endorsed. To 
look upon it as a possible solution is to assume away our basic problem 
which, as he correctly pointed out, is that of bringing about structural 
changes in the economy and enlarging the base of domestic production. The 
obvious and preferable alternative is the selective approach to the subject 
of imports and exports and judicious use of incentives and disincentives for 
giving a stimulus both to import substitution and export promotion. 

Notwithstanding the acute concern that it has caused and the wide 
publicity it has received, the present crisis is not as serious as it has been 
made out to be. It has been blown up out of all proportions. The regret
table part of it—regrettable, being easily avoidable- is the slackness of our 
foreign exchange budgeting, the administrative inefficiency which allowed 
such a wide and incredible divergence between actual shipments and export 
receipts. That it has gone on so long without anybody bothering to do any
thing about it is, to repeat, incredible. Even today nobody knows for sure 
how it happened and who was at fault. True, in retrospect many things 
appear clear which at the time of their occurrence may have been obscure. 
But surely one did not need the gift of hindsight to suspect the possible 
impact of a sharp rise in the Bank of England rate on India's payments 
position. And that happened way back in October last year. Followed the 
decline in India's foreign exchange reserves, advertised all over 1he world, 
leading to speculation about possible devaluation, the prescription of the 
Fund on such occasions being no secret to anybody. 

That the immediate situation can be met by the measures that have 
been taken goes without saying. Import entitlements issued in advance of 
export receipts have been stopped. The leakage resulting from tardy or 
deliberately delayed crediting of export receipts, it is hoped, will be duly 
and thoroughly investigated and export control apparatus properly mended 
to take care of i t . 

These are not the only factors, however, which upset even the loose 
form of foreign exchange budgeting that we have. There were other drains 
on it , food, fertilisers and defence. Can one say that they were really so 
unexpected, or beyond the range of the provision which prudence demands? 
Another factor mentioned in this connection is the rise in the price of 
imported manufactures, plants and machinery. Not that it was supposed 
that foreign trade and transactions could be conducted without a cushion 
of reserves but the need for more adequate reserves has probably been 
brought out: this time with much greater force than ever before. Vagaries 
of the monsoon and consequently of food production have always been with 
us. To them has now been added unexpected and extraordinary demands 
for defence outside the country's planned defence build-up. 

The present crisis, despite its severity, is no more than a passing affair. 
It is superimposed on a continued and longstanding strain on our payments 
position which, however, is not a matter of accident, but the result of deli
berate design, impelled by the urge for development.. The homely prescrip
tion of "living within our means" which the Finance Minister has also men
tioned in the course of his broadcast, is therefore apt to be misunderstood. 
Taken literally, it is a counsel of despair for a developing economy which 
has, perforce, to strike a balance between its aspirations and efforts, if not 
achievements. At which point should this balance be struck? 

The Finance Minister is quite explicit about it that the measures that 
have now been taken to meet the immediate crisis "are calculated to pro-
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