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P R E F A C E  

Jo doubt ,  t h e r e  havo been b h m g e s  i n  t h o  o x t e r n a l  

v a l u e  of Rupee d u r i n g  t h e  f e e t  a b o u t  f i f t y  y e a r s  ~ a r t i c u l t a r l  

s ime t h o  dacun of independ3aco. Out t h a  chango i n  t h i n k i n g  I 
i t m l f  beh ind  t h a s u  changes  h a e  boen lmro ~ r o n w n c e d .  I n  

1915-26 o g r o a t  c o n t r o v e r s y  orom rogo:.ding t h e  f ixa t ion  
o f  t h e  erUhrp~e raQ of t h e  I n d i a n  Rupme o i f h e r  o t  ls.6d 

( l a  d)  or 1s.4d (16 d). Arguments and c o u n t e r  a rgumsnts  

u o r e  advanced f o r  and a g a i n s t  both.  Out t h e m  was unamimity 

o f  o l ~ i n i o n  t h a t  t h e r e  o h w l d  bo a f i x e d  arid s t a b l o  a x c h m g e  

rats. s i n c e  r o e o n t  p a s t  homovor, o u r  exchange rote p o l i c y  

h a e  undergone n sea-change f o r  it b e l i e v e s  nour i n  managing 

t h ~  exchange rate i n  t h o  l i g h t  of s f t u a t i o n s  as m e r g i n g  

i n  t h o  i n t o r n a l  and o r t o r n a l  aconomic e n v i r o n m n t .  

Tha c u r r o n b t  r e s e a r c h  p r o j ~ c t  h a s  baon i n s p i t e d  

by' a s e a ~ c h  f o r  a n  ansurer t o  t h o  c u r i o s i t y  of cuhy of t h i s  

change. I t , t h e r e f a r o ,  i n v e s t i g a t e s  i n t o  t h e  cases and 
e r m l y s e s  t h o  i m p a c t  o f  t h o  c h e n p s  i n  e x t e r n a l  v a l u o  o f  

t h e  Rupm d u r i n g  t h o  l a s t  f i f t y  y e a r s  i n  t h o  economy 

or t h o  coun t ry .  

The exchange r a t o  affects n o t  o n l y  i m p o r t s  and 

exports, but v i r t u a l l y  all s x t o r o  a:) nspocts o f  t h e  

econorny d i r e c t l y  o r  i n d i r o e t l y  sqhuctl$o t h a t  it create@ 
oven p s y c h o l o g i c a l  e f f e c t s  of  far  r tsaching Jimaesiona. 

Soma of t h e s o  e f r e c t s  are 30 s u b t l e  as t h o s e  d o  mt 
& n i t  o f  c o n c r e t e  a n a l y s i s .  Ty'rmrnaining r a t h e r  mcuo 
o b j x t i v e  and i m p o r t a n t  f a e t o r a  and effects c a n  c e r t a i n l y  

bo gone i n t o  and s t u d i e d .  Th3 t h 3 3 i 9  i n  hand mdmavours 

to a n a l y s a  t h o  c w e e  if t h a  c h o n p s  i n  o u r  exchange rate 
and a l s o  t h ~ i r  i m p a c t  or1 o u r  economy 3 h 0 1 ~ i n g  a t  t h o  same 

t i m e  t h o  r e l e v a n c e  or o t h o r u i s o  t h e r e o f .  Such a s t u d y  

u i l l  e n a b l e  u s  t o  judge  t h o  d o s i r a b i l i t y  or n o n - d e s i r a b i l i t y  



o f  devolopmonts  i n  t h o  I n t a r n n t i o n o l  Fflonotary Syatem and 

t h e r e b y  t a k i n g  a p p r o p r i o t a  meaeureo i n  f u r t h o r i n g  t h e  

cwse o f  o u r  economy, end also dofend ing  it a g a i n a t  t h e  
o n s l ~ u g h t s  nmdu o n  it by t h o  In td rno t iocka l  r lone t s ty  System. 

I t  is  of c o u r s e ,  t w o  t h a t  t h ~ r e  aro a p p a r e n t  c l o o h e s  i n  

t h e  i n t e r e s t s  of  d i f f e r e n t  c o u i t r i o s  c a w i n g  d iv ia ionm o f  

t h e  ruorld i n t o  v a r i o u s  c u r r e n c y  b l o c s ;  e a c h  b l o c  t r y i n g  
t o  P l o n t  and pursu3  r n o n ~ t a r y  p o l i c i e a  o r i e n t e d  t o  its oon 

p a t i s o n  i n t e r e s t .  

Exchango r a t e - m a n i p u l a t i o n s  havo baen usod  03 a 
w e p o n  f o r  j r abb ing  o f  i n t o r n a t i o n a l  as 3ots nnd ro ,ource3 

i n  r a t h o r  a competitive manner. T h i s  s t u d y  u n r n v o l a  t h o  

t s c h n i q u o s ,  ways c. td mean8 o m ~ l o y a d  i n  3uch grabbing.  

A t t a t o p t ~ , t h e r e f o r e ,  have  also h e n  nnde h a r e i n  t u  f i n d  

out as t o  *o the r  it lo p o s s i b l e  t o  r e o r d e r  t h e  i n t e r n a t i o n a l  

monutary sys tem i n  such a i n s h i o n  t h a t  t h e  p r e v a i l i n g  

practice of d i s t r u s t  and c o n f l i c t  i n  r j lp lacod by mutual  

c o o p e r a t i o n  end j u e t i f i ~ b l o  s h a r i n g  o f  p r o s p e r i t y  emonget 

t h ~  n a t i o n s  o f  world. 

Tho  t h e s i s  c u n t a i n s  n ina  c h ~ t o r s .  7 h  f i r a t  

c h o p t a t  d o a l e  wi th  t h e  t h o o r e t i c e l  a n a l y s i s  r a g n r d i n g  

~xchcutgo rate i~ )uhich t h m r i o s  of ~ x c h a n q e  z e t o  o n J  
uar: ia ' . ions i n  it ha18 b u m  ano lyeed  i n  d e t a i l .  Thg second 

c h u p t o r  i s  c o n c o r n d r u i t h  3fPacts o f  exchangrr rate 
w a r i n t i o n e  mainly  o n  p r o d u c t i o n ,  am-~loyrnent, b o l a n c e  of 
trade and bo lnnce  of payments etc. 11; n l a o  d o n l s  u i t h  t h e  

technique o f  o x c h w g e  r n t o  w n i p u l e t i u n  and mat hod,^ o f  

exchangu c o n t r o l .  711 3 t h i r d  c h a p a t e r  m k a s  u. l l i s to r i co l  
reuviou o f  t h o  o x t a r n a l  v a l u ~  of t h o  iUpao u p t o  1951. 

In t h a  Yourth c h a p t e r  t h e  oxCurna1 v a l u ~  of t h ~  I n J i m  

Rupee d u r i n  jtho p l a n  p o r i o J  ha3 boan J o a l t  . ~ i t h .  Tho f i f t h  

c h o p t a r  b j a r i r l g  t h e  t i t l e  ' d e t e r n i n a n t a  oP t h e  v e l u s  O f  

th:, Rupo3 anolyoos  t h a  v a r i o u s  f a c t o r s  urhich go a l o n g  way 



t o  d e h r n i n a  the v a l u e  o f  t h e  I n d i a n  Hupos. I n  t h e  3 i x t h  
c h a p t e r  a study 11-  h e n  made o f  tho  c h a n g e s  i n  tta e x t e r n a l  
valuu of tho hrpeo. Consequances  o f  ouch changoe have also 
b u m  i n c o r , m m t e d  th U l i e  c h s o t e r .  Tho s e v e n t h  c h a p t o r  d e a l s  

u i t h  the c h a n g e s  i n  t h e  o x t a r n a l  ~ . ~ l u o  of t h o  ilupoo i n  t o r m s  

of soma l n p o r t a n t  c u r r e n c i o s  of  t h o  ~uor ld .  Tho a h  o f  t l ~ e  

C h a p t ~ h U 1 1 1  i s  t4 clod with t h o  d e s l r . j b i l i t y  and c o n s t l q m n c e s  

of t h o  s t e ! J i l i r a t i o n  o f  tho ex tbmna l  ve lu- ,  o f  t h a  2upae. And 
t h 3  c h a p t o r  nint.7 and3  u i k h  huumclry and c o n c l u e i o n ~ . ( ~ l o t e s ~  

* ( < L  
deferiarices o.rd A,vond ix  r o l a t i n g  t o  c h a p t e r  nro g i v e n  

immediately a t  t h o  and  o f  i t . )  
/ 

i n s p i r a t i o n ,  1~sl i 'na .I  gu idance ,  s u n n r w i s i a n  a t i l  v a l u a b l e  help 

d u r i r q  t h a  i n v e s t i g a t i o n  n.id p r o p ~ r n t i o n  o f  t t ~ i s  t h o s i s .  I t  h a s  

i ra l t~wd Liwn o p z i U i l a g 3  f o r  no t o  ~uor(c u n d e r  h i s  gil idance. 

I exaraoo :ny deep snlivo o f  g r a t i t u d e  t o  l o m o d  

IJrof .2r. 3. . I .Choturvodi ,  ' r o f .  ?< liead, E c o ~ o n i c s  Dopartmont,  

and ;;sun F a c u l t y  of : j o c i a l  : ;c ioncao,  K j s h i  Ui~l; .3pooth,Varanasi . 
f o r  ~ , r o v t d i n g  me adoqunts f ilcili-ties d u r i n g  ny a t u d y  and research 



I am h i g h l y  o b l i g e d  t o  k o f .  h u s h o t t m  ' endayeh  K Pi! 

>r.Y,,KKaul, Dr.Sudhakant Iniehra, Dr .  I.>.Singh, Dr.R.C.Singhe 

D~.~.iI .Chatwrvedi a n J  0 t h  mambore o f  Economic8 k p a r t m e n t  

of Kaehl  Uidysrpeeth,Varenaai,  f o r  t h e i r  v o l u a b l o  s u g g e s t i o n s  

and o p i n i o n  Prom time t o  tima. 

1 c n n  nevar  f o r g s t  to  a x p r o s s  by d o o p e s t  eons9 of' 
g a r t i t u d e  and d o v o t i o n  t o  Dr.  S a u r i  Shar~kar Lal, % e a d o r / h d  

Or,'Jri ?a31 C h a u d h e ~ i  a n J  flri. * .  .l' . ' , r ivcteteva,  Dopartmmnt of 
Economics; Dr.U.K .Sinhn,Sri.t . D.Srivus.tava, S r i  B.K . S r i v a a t a v e ,  

S r i  M.N.Sinha & R.vormn, f o r  t h o l r  v a l u a b l o  w r j g o s t i o n e ,  
assistance and c o n t i n u w s  oncouragumnt .  

I am i n d e e d  v e r y  g r n b P u l  to such  eaperts and highly 

p l e c a d  o f f i c i a l s  aa ref.' . :.'~rahamanond-;~ro7.l3onotary Eco. 
Ombay U n i v e r o i t y ,  D r . 3 . T . L , ~ & e ~ a l a i : x - h m t y  (:hairman 

Pl.anning Conmlssion; 9r. '.3.Hajola-Prop. & binad Eco. J a b a l p u r  

U n i v o r s l t y ;  3r.D.:.1.:Jajumdappn-?resid~nt 1.E.A; Dr.(firs) 

Urla Hog Ci lmdhery-) - ,ddi t ionnl  D i r o c t o r , ~ . i i n i a t r y  o f  :%mnlng 

~Juu-3olhi~Dr.ir.li.Ufr)~&ia-i~~~tt. Prof. Sardar  : 'n to l  

I n o t i t u t e  o f  ico. & 5 o c i n l  Rosearch; Dr.il.l!.Dholokie,Dr.Chersn 

Lledhva-I.I.;i. ,i'ih!ladabud; D r .  (I:!iss) 2 .l.:.Uarqhosa-l'rof. 

: l o t i o n n l  I r l s t i t u t d  of dank !~lmngomont,3ombayf D'i,'~ollo, 
Dr.U.:.. . a h a ,  3r. ::lr3) S u b r s t o  A p t a ,  3r.V.I-1,loshi,Dr.i~.i~.Kotha1 

Dr.\<. L.K~i8hna~Dr.Y .V .C handan,Cr.3. :'J.Gurtoo, 3r.2 .l: .Sinha- 

S a c r o t a r y  I L ' A  , i J r . R . L d ,  Dr,l;.l:,Singb,3r.s.3.+~3sra, 

Dr.Sr i .~ .  l .kndny8 Jr.Coutnm k t h u r - J i s i t i n g  prof.;er.a.singh, 
Or. 2.:; .Ltushawaha, 3r.C.,inh3,3r.D.D.Guru and o t h o r a  far  
e x t o n d i n g  t o  mu t h a i r  Vnlunbl3  a a s i a t a n c o  i n  conplation of 
t h i s  r o o o a r c h  p r o j o c t .  

I t  is a l s o  my p l e a s a n t  d u t y  t o  t)xprons t l innks t o  

I."II., I .Ruprail, S r i  .;. ,-.Agracral-'i .S . D L .  ,'lot!! a ~ l h i ;  3r.K. ri .  

I~lehrotro, J r . : i . J .~ idd t~ar than ;  Embns:3y-U.q ..'. ,'I.':. , Japan,  

France ,  ,Garmenye Coneda, duns ian ;  3r.Oktay Renal-Acting 
C h i e f  llorld dank R e s i d e n t  ~dission,lJew D e l h i j  for prompt 



h o l p  t h e y  r o n d e r o d  and t h e  r o o i y  accesa t h e y  providod to 
t h e  materials d u r i n g  wrk. 

I u i l l  be f a i l i n g  i n  my d u t y  i f  I do n o t  oxpress 

my s i n c a r s  g r o t i t u d a  t o  t h o s o  uho hnuo bwan h 3 l p P u l  

d i r o c t l y  o r  i n d i r a c t l y  i n  t h o  p r e p a r a t i o n  of t h i s  t h e s i s .  

I am h i g h l y  i n d a b t a d  t o  my p e r e n t s A r i  l.K.Lal,& 
Smt. .Joui* u i f 3 -  5mt S .Sr ivootava ,  D l u ~ ] h t ~ r s - l t r n . J d  S t i t ae  I 

R c ; j  3 h r 0 0  nnA also my s o n i l r .  Gunjan for t h o i r  b l e s s i n g s ,  

i n s p i r a t i o n  and a n c o u r a g ~ m m t  which made p o s s i b l s  t h e  

compZotion o f  t h i s  uork. 

L a s t l y *  I uoulJ  Like t o  offor my dospoo t  d e v o t i o n  

t h ,  ,.lr.lightyqo ; C a d  b l ~ s o i n g s  i n  my l i f e .  
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Theorios of  Exchanga Ratoa-ikrchaeing rlowet Ia r i ty ,  
Ualame o f  Payment Thsoryt Exchengo Rote S t a b i l i t y  as 
3n idoal ;  Exchange Rateer Free b Float ing,  Pixod, 
rml.tiplo; Review of' tho Thoory of  bSxchmge B ~ Q  
.)cC mninat ion)  Exchanqo Rate r Uruiatiw~s 8 [: onso qumces. 

Cf'fecte of  Exchange Roto v a r i a t i o n s  on-Production, 
E n p l o y m ~ n t ~  Expor t s  & Imports, 3 a l a m a  of  i rade ,  
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Balancm of  paymats  4 t h o  excl.~ango rote; Terms o f  Trade) 

Taciirliqua of Exchmga nnto Banipulatlon3 Exchmgo c o n t r o l -  

mothods, irnplicationa,  cansoquonces L l i m i t a t i o n s  . 

Exte rna l  volua o f  t h o  Indian  Rupoo :lse-rXan poriod; 

liiotorical raviow o f  t lw uoluo of' t h o  AUPOB p r i o r  to 
1925-26; Voluo oC .tlie R u p e  during 192741)  V a l u ~  o f  

t h e  Kupuo . b r i n g  1931-39; Irnlrmt of Eor ld  'Sar I1 on t h a  
valu;; of t b 2  XUPJO (1939-46); Rupee-Dollar Hatna & its 
coneequmcesl  V a l u ~  UP t h o  i t u ~ o o  n f t e r  aar and upto 1949) 
Davaloatian of t h a  Supoa 1949; Externa l  veluo of  the 

Rupee a f t ~ r  1949 to 1951. 



Extornnl  va lua  of  t h o  Rupee ;Plan l b r i o d -  Eirst P lan ,  

Second Plan, Thi rd  Piah) Dovolucltion o f  th.3 2u:.1se 6.19668 

Effects o f  Devaluation o f  t hu  ;lupw 1966 on- Prico-lovol,  

Exports. Imports, I m p o r t S u b s t i t u t i o n .  Forclg? Investment, 
Z x t r r n a l  Asei3tanco, Balan:o o f  ;'aymonts, Faroign Exchange 

iiosarvos , Tour i s m ,  Ant i -socia l  tll3mants( E x t a r n a l  voluo 
of tklu Rum0 dur ing  knnual  ? l an  t o  up to  do te  (196667 t o  

up to  d a t e )  

i . Ie t ta l ic  contonto#  aalanco OF Tradu, 3s:Lonco o f  7aymants , 
I n f l a t i o n  i n  Foruign Cotmtri,>s: I n f l o o  and O u t  f l ow o f  

CopJ.tal, I , dmin i s t r a t ive  Eft'icioncy. Custom h T m i P f 1  

Chznging Trado Practice, Trsdo :igreomnts mith Soc i  e l i a t  

c o u n t r i e s  and r o s t  of t h 3  world, bndo-5ovlot T r o d e ~  

llistarical Reviouj Fac to r s  r i f fac t ing  changes i n  t h o  va lue  

of t h o  tlupo?; Connoquencos of  c!mqws i n  t h s  C x t  ~ r r i a l  

Vnlu? of ti13 Rupeo on Indiana-l'roductiorr, b l a m e  o f  Trade, 
?lal,once of tjaym~mts, T ~ r m e  o f  Trade, :lonotnry % l i c y ,  
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R o l a t i v o  chnngee i n  t h e  E x t u r n a l  valu:: o f  t h R u n e o  I 

i n t o r c u r r o n c y  c o m p a r i e m s ,  Dol la t -Rupee ,  Rupea-Raoblo 
Cxchango S a t e ;  l.e&agas i n  t h o  i x t o r n n l  Ualuo of t h n  
llupae-mooning 2~ a x p l a n a t i o n ;  

5 t o h i l i z a t i o n  of t h a  L x t  j r n a l  v a l u  J of t tu fbpo  2 :  

d e n i r c b i l i t y ,  c o n s o q u e m e s ,  r 73ncios Por m d  a g n i n a t ;  

I n t u r n a t i o n a l  L i q u i d i t y ;  G o l d - F ~ ~ t u r e  o f  gold, C f f o c t s  o  ' 
d i v o r c e  or' gold from International. Currency Systom, 
0 1  I I . . ;  R e f a n s  i n  I n t o c n a t i o n n l  r lonotary ' ~ y s t 3 n ;  

C r i t i c i s m  of ~ i o v i s i o n  o f  Articls; I n d i a  and I n t u r n a t i o n a l  

L o n - t s y  a ystomt [dew I n t o r n a t i o n a l  rlonutory S ystfsm; 





CHAIJTER-11- Table-I-Exchange Rato b. Balance of T r a d e  

I I do do 
1 x 1  do do 

I V  do d o  

V do d o  

U I  do do 

CHRITCR-III--Tnble-I-Price Index (1926-31; 

I I -Amaunt  v n l u z  : Pricos of So ld  

1 1 1 - f x t o r n n l  v a l u e  o f  the Runoo 
I V - f J r i c m  T r c n d s  i n  D i f f e r a n t  c o u n t r i e s  

V-ExternaP ualuo o f  the 2uooa 

VI-Uholeeale firice Indox 'hmbere 

VI I -Pw v a l u o  01' I n d i a n  Rupeo 

VIII-Old b lou Lxchmgo Rats 

I X -  Cxport d I m p o r t s  (1930-39) 
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