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I T does not seem to be possible to get anything done in this country un-
sleep a crisis situation arises or is created. No one is yet losing his sleep 

over the weekly returns of the Reserve Bank, but for the past few weeks, those 
in high places have obviously been reading them. There is Voltaic reaction, as 
the foreign exchange reserve moves down to the danger point where transfer 
of gold from hidden reserves can no longer suffice and an approach to Parlia
ment or a Presidential Ordinance may become necessary to condone the in
fringement of the reserve requirements, if not to do away wi th them altogether. 
That eventuality the authorities are desperately eager to avoid. Hence the 
SOS to the I M F for stand-by credit and the traditional motions of setting our 
house in order while the I M F Emergency Mission is on the spot for question
ing and we have been put on the mat — jerking up the Bank Rate from 5 to 
6 per cent, and imposing the 10 per cent levy on imports. A l l this exhibition of 
remorse and self-flagellation, (he set motions in a puppet play in response to long 
distance pulls from the puppet players could be amusing, had it not been so 
pathetic. And all the routine motions, one apprehends, would be gone through 

tight money, balanced budget, stabilisation programmes, cut not in bloated 
administrative expenditure but in the vital sectors where it is easiest to 
operate, for its consequences do not appear here and now. 

What is the crisis that has brought on these drastic emergency measures? 
About the balance of payments problem of any developing economy, the only 
emergency that may arise is from a sudden decline in export earnings. This 
is not a problem which has assailed India. On the contrary, India's export 
earnings have been going up, and going up in a manner which makes the 
export sector stand out as the most promising and hopeful sector in the 
Indian economy. The problem of dwindling reserves which has created the 
emergency situation today is not the work of factors involved in the basic 
strategy of planning or the growth of the economy. It is of much smaller 
dimensions, being primarily concerned with the technicalities of foreign ex
change budgeting. That budgeting has gone wrong, according to the Finance 
Minister, because there were emergency imports of food and fertilisers, pay
ments on account of defence imports (unanticipated?), larger repayment 
obligations (also unanticipated?). A l l these happened, if the Finance Minister 
is to be believed, only after July last year, for that was when our stand-by 
credit with the IMF came up for renewal and was not renewed, as it could 
have been done without embarrassing questions. The fresh investigation by 
an I M F Mission, which we are having today and for which, demonstrably, our 
house is being put in order with this package of unsavoury measures for tighter 
money and a levy on imports could have been avoided. 

In July last year, it would be fair to infer from the non-renewal of the 
stand-by credit, the Government felt reasonably sure of balancing the foreign 
exchange budget for the next few months or a year — so sure, in fact, that it 
did not consider it worthwhile to pay the small commitment charge which such 
credit arrangements cost. It. would be flippant to see in this the working of 
the accountancy mind; a decision like this must have meant a consensus of 
the financial authorities of the country, including the expert advisers. 

W i t h the wisdom and hindsight of which the editorial desk is supposed to 
be the repository, one may go on to ask a number of questions. What view 
could the Government have taken of the food situation in July last w i t h all 


