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them. But restrictions on in te rs ta te 
movement of the two major crops 
are unlikely to be touched im
mediately. In any case, removal of all 
controls on movement of foodgrains 
is neither possible nor even desirable. 
Since the Food Corporation has been 
cut out for a commanding position in 
the market, procurement of foodgrains 

W h e r e Budgeting Has Fai led 
T H E decision of the Government of 

India to stay the grant of import 
licences for two months more — the 
policy should have been announced in 
A p r i l — must be recorded wi th dismay. 
To the officials of Delhi this might 
appear the easy way out of a difficult 
situation but to those industrial units 
and others for whom a regular supply 
of imported raw materiaIs. components 
and spares is necessary even to main
tain the present levels of production, 
the decision must come as a shock. 
Already in many sectors of industry 
production is significantly below capa
city for want of adequate maintenance 
imports. This has in fact been a major 
argument for the Government to ask 
the Aid- Ind ia Consortium for larger 
non-project assistance. Such assistance 
is being provided in greater measures 
and the latest Consortium meeting is 
reported to have pledged a good part 
of its assistance for 1965-66 in this 
form. Then why the present crisis? 
This leads us back to the point made 
in these columns earlier when the 
Reserve Bank was forced to raise its 
holdings of gold in January — that 
our foreign exchange budgeting is 
severely at fault. In fact, is there a 
foreign exchange budget in the true 
sense of the phrase at all? If there is, 
the effort must be a thoroughly incom
petent one technically. 

One may grant that the forecast of 
exports can at best be tentative; this 
is particularly so w i t h respect to ex
ports to countries other than those 
w i th whom we have bilateral trade 
agreements. There is less room for 
uncertainty in the case of imports and 
none in respect of debt servicing com
mitments. The February crisis was put 
down to additional food and fertiliser 
import w i t h defence imports thrown in 
as a smokescreen to keep off cri t ical 
eyes. Since then we have drawn on the 
I M F for a, total of $125 mi l l ion , of 
which about $75 mi l l ion would have 
been used for repurchase of earlier 

by it or on its behalf w i l l have to con
tinue. It has been estimated that to 
make an impact on the market the 
Corporation would have to command 
about 20 per cent of the domestic out
put of the three major cereals in addi
tion to all imports. For procurement 
on this scale to be made at prices 
which w i l l not involve the Corporation 

drawings. Thus nearly Rs 25 crores of 
the Fund drawing was available as ad
di t ion to free reserves. In spue of this, 
the foreign assets of the Reserve Bank 
on May 14 were only Rs 81.25 crores 
as against Rs 115.62 crores a year 
before. 

Much was made in February of the 
delay in receiving export proceeds and 
the "Economic Survey'' described this 
as a self-reversing item. This surely 
should suggest that in the present off
season for exports, export receipts 
should not dip as much as they nor
mally would in view of the lag in re
ceipts. If the Fund credit could take 
care of the repurchase needs and other 
sudden demands, why then this panlcky 
measure now? If it was anticipated that 
free resources would be inadequate for 
even the limited volume of imports this 
country has come to live on, the right 
thing to do would have been to ration 
out the foreign exchange available in a 
more co-ordinated fashion rather than 
impose a blanket ban for two months. 
This haphazard playing about with the 
economy to cover up the bureaucrats' 
errors of omission and commission is 
the negation of planning. We have in 
this unfortunate situation neither the 
advantages of controls nor the benefits 
of allowing market forces free play. 
What we do have is industrial uncer
tainty, windfall profits and increasing 
loss of faith in the competence of those 
responsible for the nation's finances. 

Not Liberalised, but Tightened 
A C C O R D I N G to a press note of the 

Reserve Bank published on Mon
day, the Government of India has re
viewed its policy in regard to the re
lease of foreign exchange for students 
desiring to go abroad for technical, 
non-technical or medical education or 
for apprenticeship training, While cer
tain sections of the Press have describ
ed the revised rules as a 'liberalisation', 
they are, in fact, more stringent than 
the rules in force so fan 

in staggering subsidies, there w i l l have 
to be restrictions on movement of food ' 
grains by private trade. What is needed 
is the gradual weeding out of restric
tions which do not subserve this a l l -
important purpose. W i t h the amend
ment of the DIR the Central Govern
ment has armed itself for action to
wards this end. 

The main difference between the old 
and the new rules is the welcome qua
lification that the Reserve Bank wil l 
normally consider applications only 
from students who have secured not 
less than 60 per cent marks, i e, a first 
class, at the appropriate examinations 
in India. The minimum marks condi
tion wi l l be waived in the case of stu
dents admitted by some fifteen selected 
universities or institutions. Also, in the 
non-technical arts and science subjects, 
when there is no first class at an exami
nation, students getting the first or 
second ranks in the honours or the 
master's degree examination w i l l be 
eligible to apply for foreign exchange. 

If the new rules are properly en
forced, no one who wants to go abroad 
for technical studies immediately after 
the Inter-Science examination wi l l be 
eligible for any exchange. This is a 
commendable decision in view of the 
recent trends which were the subject of 
comment in these columns only last, 
week. Moreover, the chance of a leak
age through the waiver of the minimum 
marks condition in regard to certain 
institutions is virtually zero because of 
the stringent standards of admission ob
served by the universities and technical 
institutes on the Reserve Bank's list. A 
loop-hole exists, however, in the fact 
that some of the British universities on 
the list are often lenient In admit t ing 
the sons and daughters of their ex-
alumni and. therefore, the children of 
British-educated Indians w i l l continue 
to enjoy a favourable position even 
under the new rules. This would be so 
particularly in the case of non-technical 
students. Since the cases in which this 
latter factor proves decisive would be 
difficult to detect, the GOI would do 
well to use its good office' with the 
institutions recognised under the now 
rules to minimise the effect of this 
non-objective criterion. 

Besides, given the wide disparity in 
the standards of different universities in 
India even the condition of 60 per 
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