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Unaccounted Income or Money? 

A correspondent writes: 

IT is remarkable how those among 
our leaders who should know 

better are the first to draw red herr
ings whenever they are confronted by 
a serious economic problem. At the 
time of the food shortages in 1955-57 
there was much excited talk about 
hoarding by traders; now food short
ages are again with us, as are anguish
ed cries about the trader-producer 
axis and the ravages of 'unaccounted* 
money. No one, least of all the Minis
ters, seem to understand what precise
ly 'unaccounted' money is, but this 
has not prevented them from giving 
quantitative estimates of its size. 

On Wednesday in the Rajya Sabha 
the Finance Minister unburdened him
self of his thoughts on the problem of 
unaccounted money. While reassuring 
Members that the Government had no 
intention of demonetising the currency 
to unearth unaccounted money, the 
Minister said that "unaccounted money 
did not necessarily mean money on 
which tax is evaded: In law, moneys 
which did not come into the banking 
structure and which came through 
several means were also unaccounted 
and played an equally mischievous part 
in setting up the inflationary spiral". 

The Minister should know better 
than this—with his battery of experts 
and advisers. There is a distinction 
between what is described as un
accounted money and unaccounted in
come. The former is only a part of 
unaccounted income which is held in 
the form of currency at any point of 
time, while unaccounted income itself 
is a wider category and refers to the 
flow of income generated over a period 
of time which has evaded fiscal levies. 
What evades the authorities is income, 
only a part of which is held in cur
rency. 

Obviously, there are other forms in 
which a large chunk of the income 
which has evaded detection over the 
last few years is being held and these 
forms may even be more convenient 
and protitable. The wild speculations 
in urban property, the smuggling of 
gold and other smuggle-ables, the 
scramble for ownership flats and the 
foreign exchange leaks are all of one 
piece in this context. The currency 
hauls yielded by raids do not give 
ev«n a measure of undetected incomes. 
Act ion on the problem has to cover 
non-currency assets as well. 

Ownership of Public Debt 
THE important role which provident 

fund schemes can play in the mo
bilisation of resources is clearly brought 
out in the Reserve Bank's study of the 
ownership of public debt. In 1962-63, 
such funds subscribed Rs 51 crores net 
out of the total net public absorption 
of Rs 134 crores (after eliminating the 
effect of PL480 transfers to the Reserve 
Bank). Their share of the total debt 
outstanding (including securities held 
by official authorities) went up from 
5.5 per cent at the end of 1957 to 9.7 
per cent in March 1963. This improve
ment has been facilitated to a large ex
tent by a wider coverage of workers 
and industries and raising of the sta
tutory contribution from 64 per cent to 
8 per cent of wages. The Reserve Bank, 
it might be recalled, estimates net re-
ceipts from provident funds at Rs 265 
crores and Rs 525 crores during the 
Third and Fourth Plans respectively, 
against Rs 170 crores in the Second 
Plan period, At the current rate of 
subscriptions, it should not be difficult 
to exceed the Third Plan target. This 
would not, however, offset the effect of 
heavy disinvestment by the remaining 
categories of subscribers like compa
nies, trusts and individuals. The statu
tory breakdown given in the October 
issue of the Reserve Bank Bulletin in
dicates a disinvestment in 1962-63 of 
Rs 6 crores by companies, Rs 31 crores 
by trusts and nearly Rs 5 crores by 
individuals. 

Over the year 1962-63, there was 
practically no over-all change in the 
maturity pattern of public debt, except 
for a shift from 10-15 years to over 15 
years category. Two thirds of marketa
ble debt continued to be short term, 
divided equally between 0-5 and 5-10 
years. The only significant changes 
within these categories was a shift by 
commercial and cooperative banks from 
0-5 to 5-10 indicating some decline of 
relative liquidity and an inclination to 
earn higher rates of interest. The Re
serve Bank and industrial finance cor
porations, on the other hand, moved 
slightly away from 5-10 and into 0-5. 
Provident funds which have two-thirds 
of their investments in over 10 year 
bonds switched to a considerable extent 
from 10-15 to the over 15 year cate
gory. Insurance (mainly L I C) also re
corded this shift. On the whole it ap
pears that the depositories of funds, 
i e, banks, P Fs and insurance, tended 
to go a little more long in 1962-63 but 
without altering the proportion of their 
funds kept in short dated securities. 

The ways and means position of State 
governments has been deteriorating 
steadily. This is reflected in the deple
tion of their Cash Balance Investment 
Account from Rs 115 crores in March 
1960 to Rs 52 crores in March 1963. 

Economists in Government 
T H I S is the age of science; it is 

also the age of economics. Mod
ern economies have grown so compli
cated that they cannot be left to work 
on their own without inviting at least 
occasional disasters. Even rightist 
governments in the second half of the 
twentieth century have to guide their 
economies more than they would like 
to admit. The Swatantra Party may 
criticise planning and state interference 
in industry but the last conservative 
government in Britain had to appoint 
an advisory economic development 
council. 

It is also being increasingly realised 
that amateurish intervention in the 
economy by governments is not enough. 
Ever since Keynes proved the British 
Treasury wrong in the thirties, gov
ernments have learnt to be cautious. 
Modern economic problems are so com
plicated that the advice of those who 
specialise in the study of them is 
likely to be more relevant than that 
of general administrators. 

Governments had called in experts 
for consultation before, but it was 
President Kennedy who set the fashion 
of giving specialists in all fields (eco
nomic affairs, foreign policy, defence 
strategy, and so on) positions of high 
influence and direct access to the top 
executive. President Johnson has kept 
alive the Kennedy tradition. Among 
the economists who continue to be 
consultants to the new administration 
are Paul Samuelson, Richard Mus-
grave. James Tobin, Seymour Harris 
and Joseph Pechman. 

Harold Wilson in Britain has also 
associated economists with his new 
government in a big way; Thomas 
Balogh has been appointed personal 
adviser to the Prime Minister; Nicho
las Kaidor is the economic adviser to 
the Chancellor of the Exchequer on 
taxation; Robert Nield is the econo
mic adviser to the Treasury; and Sir 
Donald MacDougall is to help George 
Brown in the Ministry of Economic 
Affairs. 

This trend of associating economists 
with government is also evident in 
India. Though the Planning Commis
sion's Panel of Economists has never 
got going, this has been so only be
cause there are too many on the Panel 
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