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1 ¥f Gordon Woodroffe has been known — T
an. 1°n India for nearly a hundred years. ST J
Itw 'st August, 1868, that Mr. G.W.P. ,&\\ Ly
Woo -arted trading in Madras and, from . : P
GORDON small v _ginnings, built up a successful business as .

an East India Merchant. A branch of the firm
was opened in London and manufactured goods of
various descriptions began to move Jrom Britain to
India while many varieties of South Indian produce
were nioving in the opposite direction SJrom Madras
to Britain.  Over the years, the firm carried on
many, if not all, the activities of East India
Merchants_ and in 1925 the partnership was divided
into two private limited liability companies, one in
London and one in Madras.

WOODROFFE & CO.
(MADRAS)
PRIVATE LTD.

MADRAS.

Exporters of
East India Tanned leathers.

CAN OFFER
YOU ALL THESE
SERVICES...

o General Engineering and Structural Services e Complete Industrial Electrification
e Electrical and Mechanical Equipment and Services

EASUN offers a wide range of equipment to meet your industrial requirements.

By this time, Gordon Woodroffe & Co. had long been
established in the export trade of semi-tanned Hides and
Skins from Madras and, foreseeing perhaps that changes were
bound to come, they began to think seriously about
industrialisation. It was not surprising that their first

venture in this new field should be concerned with leather,

and on the 11th October, 1928, Gordon Woodroffe Leather
Manufacturing Co. Ltd- was formed as a subsidiary Company
with the main object of tanning, dressing and finishing leather
Jor export. New machines, new methods and new processes
have been introduced, production has been expanded

almost to the point of maximum capacity and there can be

.
30 MVA 132 kv HHE Power Transformer

GORDON
WOODROFFE
LEATHER

N

MANUFACTURING CO. LTD.
PALLAVARAM, MADRAS.

s o LIl P
Jew single units today which successfully produce so many Chrome and vegetapie tanners Easun ‘ MERDIE Y By A
varieties of leather. Crust leathers made from Indign manufacturers of ’ Ottermill i .
cowhides are exported to the United Kingdom for finishing, box and glace kia leathers, Cubicle Type 35 Panel Easun Ottermill Switchboard

imported hides are processed in various ways Jor export,
indigenous hides are tanned and finished for the Indign

market, particularly for the manufacturers of shoes for export,
and mechanical and industrial leathers are produced Jor the

Switchboard

% | ==

manufacturers of textile accessories, leather belting and
cycle saddles.

TULLIS
WOODROFFE & CO., LTD.
MADRAS.

Manufacturers of
Industrial.
and Textile leathers.

In 1959, a third Company, Fenner Woodroffe &
Co. Ltd., was formed in association with

J. H, Fenner & Co. (Overseas) Ltd. of Hull 1o
manufacture leather belting and allied lines.

In 1967, the parent Company acquired the whole
interest and the name has been changed to Gordon
Woodroffe (Belting) Lid.

GORDON
WOODROFFE ENGINEERS LTD.

Madras.

Manufacturers of

Collets and Feed Fingers
(Round, Hexagon and Square)
Conforming to Internationa)
Specifications.

In 1953, the parent
subsidiary, Tullis
collaboration with
Glasgow to manufc
looms and a wide
accessories.

Company Sormed a new
Woodroffe & Co. Ltd., in
John Tullis & Son Lid. of

lcnfre picking bands Jor textile
variety of industriqf leather
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The new Audco factory building constructed
by ECC. Architects: Gherzi Eastern Ltd.

Pre-fab system
for quicker construction

Pre - fab construction made it possible to complete the structural
framework of the Audco factory within six months. Constructed area
covers 2,325 square metres. Total number of elements cast and erected
were about 2,000. They include main beams, arch beams, tic beams,
rib slabs, and louvres. -

A unique feature is the roof construction. Alternate bays of arch and
flat roofs in a chequered pattern allow maximum natural light and
ventilation. Glazing on both the north and south fagades lends ele-
gance to the construction.

We are proud to add the pre-fab constructed Audco factory to our
long list of industrial structures. Other ECC civil works include
chimneys. silos, bridges, subways, harbours, refineries, fertilizer plants
and multi-storied buildings.

ECC has at its disposal a large, well equipped casting yard where
different types of precast and prestressed elements are manufactured.

ENGINEERING CONSTRUCTION CORPORATION LIMITED

A wholly owned subsidiary of Larsen & Toubro Limited

ECC Bombay P.O. Box 278, Calcutta P.O. Box 619
. Madras P.O. Box 343, New Delhi P.O. Box 323
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THE BUDGET AS POLICY

The Deficit—Not Without Risks

IT WOULD be only partly because the central budget for 1968-69 has very
few striking features that much of the discussion of it is likely to be
centred in the size of the uncovered deficit of Rs 290 crores. Deficit
financing of the order thus contemplated, against the background of the
government’s economic planning in the past years and the results and
consequences of that planning as well as in the context of the current
state of the economy or the outlook for the foreseeable future, is in itself
a matter of considerable controversial substance and the government’s
decision would therefore have to stand the test of sound analysis.

Mr Morarji Desai has not attempted in his budget speech any
elaborate statement of his case for courting a budgetary gap of Rs 290
crores that has to be covered by deficit financing. It is obvious however
that, before the last word has been said on his budget proposals, whether
in Parliament or outside, he will have to do a great deal of hard and
close explaining. Like a prudent general, Mr Desai is perhaps only con-
serving his ammunition. At the moment, three arguments have been
broadly indicated in defence of the government’s position. These are as
follows:

(a) There has been a considerable increase in agricultural production
and as a consequence the prices of farm commodities have started coming
down. This will have an easing effect on other categories of prices also.
At a result, the prospect for price stabilisation will improve and it is
therefore possible for our economic policy-makers to take their minds off
the problem of inflationary pressures to some extent.

(b) Thanks to the recession in industry, there is an under-utilisation
of capacities in many areas of manufacturing and a dose of reflationary
budgeting should have a tonic effect on this production potential and
make it yield a prompt increase in the supply of goods and services. And,

(c) Given the budgetary context, if deficit financing is to be avoided,
the government will either have to cut down its expenditure, particularly
on development outlays, or resort to a large dose of additional taxation
or adopt some combination of both policies. Anyone of these courses is
bound to generate pressures which may worsen the recession and put
off the possibilities of economic recovery. A sharp curtailment of govern-
ment spending would not only depress the level of aggregate demand
but also hit directly and particularly hard those industries which are
already affected by the recession and most of which are heavily dependent
on government or government-financed purchases. A large increase in
taxation, again, may depress both the capital market and the people’s
purchasing power, thereby curtailing expenditures on investment as well
as current consumption, while some forms of additional taxation may
directly add both to costs and prices. On balance therefore even a con-
siderable degree of deficit financing is more suitable and certainly more
safe in the present economic situation than the alternatives of curtailed
government spending, additional taxation or a combination of both.

It is unlikely that the government’s advocacy of its decision on deficit
financing, which it will be forced to undertake in the coming weeks, will
proceed much beyond an elaboration of the above considerations which
have been already outlined on its behalf. We may therefore quite properly
proceed, here and now, to assess in terms of these pleas the validity of
the government’s action.

To start with, how far is it true that the increased agricultural
production and its possible repercussions on food and other prices are
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likely to offer adequate cover against the inflationary
impact of deficit financing on the scale envisaged in
the budget? The prices of foodgrains and other agri-
cultural commodities have no doubt stopped rising and
are coming down It will be noted however that there
may not necessarily be a corresponding downward
movement of the same order in prices at retail points
or in the cost of living. For one thing, what is really
happening is that free market prices, which had earlier
soared to scarcity levels. are readjusting themselves to
the improvement in supplies. They are nevertheless
still high in relation both to prices in previous years
and prices at which controlled supplies are available,
not to speak of incomes at most levels of society.
Meanwhile, the prices of controlled foodgrains them-
selves have gone up, partly as a result of higher pro-
curement prices and partly due to the withdrawal of
government subsidies. Consequently, so far as the
people’s purchasing power or their cost of living 1is
concerned, the deflationary influence of improved farm
production is still very limited. The situation would
have been different had the government been disposed
to withdraw the zonal restrictions on the movement
of foodgrains and other allied controls imposed during
the years of drought. Unfortunately, the government’s
policy in this respect is still indecisive, if not con-
firmedly negative.

So long as increased agriculiural production
is not allowed to impinge normally on the market forces
of supply and demand, the deflationary potential of
larger farm production, which the government is ap-
parvently so ready to take into account in arriving
at its decision on deficit financing, will remain notional.
The official mind seems either unwilling or unable to
grasp the fact that. while controls remain, the producer
will be encouraged in his notion that he is likely to
get a better price if he could hold on to his stock longer
and that it is therefore to his advantage to part with
only as much grain or other supplies as may be needed to
cover his essential immediate requirements of cash, Once
this psychology takes hold of the farming community,
two things will follow. First, prices will be prevented
from readjusting themselves to the improvement in
production. Secondly, since the farmer’s conversion of
his produce into cash will be slow, his effective demand
for maunfactured goods will be correspondingly inhi-
bited and production in the non-farm sector will not
therefore be able to pick up, while costs, and therefore
prices, in that sector may remain inflexibly high as
a result of food and other prices not easing sufficiently
for the reasons noted earlier. In other words, the
assumption that the price level will be easing while
production will be increasing, thereby providing a safe
cushion for the inflationary potential of deficit financ-
ing, however plausible in theory in the circumstances
of better harvests, may not be borne out in practice
because the totality of the government’s economic poli-
cies is not conducive to its realisation. The government
is therefore running a considerable risk in relating its
deficit financing to a blind faith in the compensatory
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possibilities of the improvement in agricultural produc-
tion(

The argument that the recession in certain sectors
of industry and the generally anaemic conditions of the
economy justifies a certain amount of “resources trans-
fusion” through resort to deficit financing for keeping up
high levels of government spending on goods and ser-
vices, it may be readily admitted, is not without subs-
tance. Indeed, one of the reasons for the depression in
business activity in the last few years was an abrupt
curtailment of government purchases from industries
in which capacities had been built up earlier specifically
for the purpose of meeting the government’s require-
ments. In the short period, any further decline in
government patronage of thes> industries would cer-
tainly aggravate the depression in their working beyond
tolerable levels. A policy for avoiding such dislocation
should therefore normally command our sympathy.
But, at the same-time, it is clear that there are limits
to the government artificially inflating its ofitake of
goods and services from industry. Take, for instance.
the case of the railways. It is certainly not sound eco-
nomics for the railways o keep on buyini wagons or
any other equipment or material when they cannot put
them promptly to economic utilisation. The utmost
that could be legitimately done in such a case iz fov
the railways to undertake forward planning of pur-
chases by anticipating needs for some period ahead and
scheduling its purchase orders in such a way that there
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The Damodar Valley Corporation Bill which was
passed by the Central Legislature a few days back will be
a landmark in the history of modern India. A multi-
purpose river project of a very big magnitude is being
launched in this country. The Bill is a simple piece of
legislation which defines the constitution of the Corpora-
tion, its powers, functions and financial obligations, and
its relations with the Central Government as also with the
participating Governments of Bihar and West Bengal.
The provisions are laid down in broad outline and certain
essential details are left to the discretion of the Central
Government. Obviously the object is not to make the
Bill rigid from the outset but to leave a sufficient scope
for flexibility and adaptation {rom time to time in the light
of actual experience. Whether this will lead to greafer
autonomy for the Corporation will depend primarily on
the manner in which it conducts its affairs and inspiress
confidence in its capabilities. The T.V.A. has always been
held as a model in shaping the pattern of the Corporation.
but a major point of difference between the two is the
comparatively high degree of control which the Central
Government has been enabled to exercise over the Cor-
poration. Government's stake in the project is substantial
~—the .capital investment is estimated at Rs 55 crores—and
it. is in the fitness of things that a necessary margin of
discretionary authority should be vested in 1t
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The HINDUSTAN Electrically Controlled MILLING MACHINES
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can be reasonable continuity in the working of the
dependent industries.

Even here the line that divides legitimate “produc-
tion-support” policies from wasteful yielding to pressure
groups would be very thin indeed. It stands to reason
that the railways, especially in view of the shortage
of investible resources in the economy, cannot or shouid
not be made to invest in equipment which its opera-
tional needs, whether actual or prospective, do not
justify. This logic would apply to other purchasing
operations of government or semi-government agencies
also and the net import of this would be that a gov-
ernment financed artificial maintenance of demand.
whether in the aggregate, sectoral or selective, might
lead to a wastage of both financial and physical re-
sources at a time when both are admittedly short
of their requirements of sound, long-term economic
development. Indeed, it would be a paradox if the
government or the nation were to divert resources into
make-work programmes while proposing to cut down
investment in long-term economic development on the
plea of there being a shortage of capital.

Dubious Assumption

This apart, there is no good reason to assume that
there is a very considerable, direct relationship between
a high level of government spending and the process
of reflating demand in areas where this therapy has
been rendered necessary by the recession. Instances,
such as the railway demand for rolling stock or the
defence demand for stores, are only rare illustrations
of this direct relationship. It is true, no doubt, that
work on the Bokaro project, which would be a major
item of government spending on capital account in the
budget year, will create a demand for the products of
sections of the capital goods industry. But what we
are looking for is really a general revival of the machine
tool and engineering industries, both heavy and light,
and we must realise that this is something which only
an upsurge of a variety of industrial activity, triggered
by the recovery of consumer demand on a wide front,
can achieve. To illustrate, unless there is an improve-
ment in the off-take of cotton textiles, which would
create a favourable atmosphere for the textile industry
to think in terms of modernisation and expansion, the
large idle capacity in the textile machinery industry
cannot be reactivated. In this sense, the scope for
government spending as a means of reviving produc-
tion or growth in recession-hit industries may be rather
limited.

The Finance Minister may believe perhaps that he
could most effectively deal with critics of deficit financ-
ing by impaling them on the horns of a dilemma. He
is no doubt free to ask them whether they would
recommend that he should seek to cover the budgetary
gap by additional taxation and curtailing development
outlays further or by one or the other of these mea-
sures. Considering the state of the economy, few could
advocate with a sense of responsibility an additional
tax effort of any substance. Not many perhaps would
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like to see the development expenditure further cur-
tailed either. They might argue that, since government
spending has, in any case, attained a certain high level,
it would be as well that as large a part as possible
of this expenditure is diverted to purposes directly, or
more or less directly, contributory to the growth of the
economy. It is true that opinions may differ on the
merits of individual outlays. For instance, the wisdom
of government committing large funds to the Bokaro
steel project, when the urgency of the scheme is not
by any means self-evident, may continue to be in dis-
pute. The budget, it may be noted, makes a provision
of Rs 110 crores for this project in the coming year.
Some might choose to believe that if economic con-
siderations alone had weighed with government, the
scheme would have been deferred to a later date, when
the availability of resources might have improved. But,
on the broad question whether the alternative to deficit
financing or substantial additional taxation is not the
whittling down of development outlays, most of us
might well feel that it would not be either fair ov
reasonable on the part of the government to pose the
problem in precisely this manner. In our view, Mv
Morarji Desai could very well have undertaken a more
thorough-going scrutiny of government expenditures of
all kinds, while in the process taking care to see that
really productive development outlays suffer as little

DEFICIT FINANCING

(Rs crores)
Budgetary Budget- Trea- RBI's Total
deficit of ary defi- sury support  deficit
Period the cit of  bills to long- financ-
centre states pur- terfm ing by
chased securi- central
and dis- ties & state
counted by govts.
RBI (5: 1+2+
34+4)
1) 2) (3) 4) 5)
First Plan 401 —67 4 —18 260
Second Plan 914 51 27 185 1197
Third Plan:
1961-62 ’ 59 29 15 78 181
1962-63 168 -—36 9 39 180
1963-64 195 —-22 14 25 212
1964-65 190 —38 42 —32 162
1965-66 138 196 —3 67 398
Total: 750 129 bk 177 1133
1966-67+ 241 —93 112 —37* 223

* Arrived at after adjusting for valuation of securities on
account of devaluation.

+ Provisional
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damage as possible. This would certainly have been
the most responsible way of dealing with the problem
of the budgetary gap.

To us, at any rate, it does not appear that Mr Desai
has done all that he could have as Finance Minister
or, what is here more important, in his larger capacity
as Deputy Prime Minister, to force the government
to cut the coat according to the cloth. It is a well
known fact that the spending ministries are apt to
behave as if they are a law unto themselves and that
it is only through the ruthless imposition of a higher
will that they can be brought under the necessary fiscal
discipline. The government’s defence of its levels of
expenditure is familiar enough. Question-begging arith-
metic is freely thrown at critics in an attempt to prove
that the bulk of government spending is of the un-
avoidable kind, such as the provisions made for national
security and defence or the salaries and other emolu-
ments of government personnel, or welfare activities.
such as family planning, public health and education.
We are forced to say that, in adopting such tactics,
the government has been less than honest with the
taxpayer. Recent events in Britain have shown that
when a real need arises and when a government is
forced to economise or go broke, it is quite able to
rut expenses in areas where savings were previously
thought to be either inconceivable or impossible.

Even the government of the richest country in the
world, the United States, has lately been compelled
by public opinion as well as pressure in its legislative
branch to look for effective economies in all areas of
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spending, whether at home or abroad. Against this
background, the government can hardly hope to con-
vince its citizens, simply by repeating parrot-like that
all its expenses are inexorable and inviolable, that no
turther savings are possible in its expenditure, what-
ever the economic circumstances of the country and
its people may be. Mr Desai's feeble plea that he
has to wait for the conclusion of the labours of the
Administrative Reforms Commission is no more than
a lame excuse unworthy of an experienced adminis-
trator such as he who has also the reputation of know-
ing his own mind. We have no doubt at all that,
provided adequate pressure is brought to bear on the
Government of India, whether by influences external
to it or otherwise, it can be persuaded to bring down
its expenditure considerably, thereby releasing produc-
tive resources for the community, even if this would

mean the abolition of some departments and the slim-
ming down of many ministries,

With every budget year that passes without the
government cutting back the rate of its spending, either
voluntarily or under compulsion, the national economy
may find itself mortgaging its future if only because
there is a natural tendency for government spending
to grow and, wunless positive action is taken on all
strategic occasions to keep this movement under check,
it may in due course get out of control. Whatever
view we may be inclined to take of the economic for-
tunes of the years to come, it is unlikely that the
need for proper allocation of resources according to
strict order of priorities is to disappear. We wish
therefore that Mr Morarji Desai had done more to

“Does it occur to you Keshu that this budget has snapped the tender chord that binds our hearts
together—the spouse allowance.”
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narrow the budgetary gap by a really heroic effort to
reduce government expenditure. The fact' that he has
failed here has rather disturbing implications because
Mr Desai’s own views on deficit financing have been
widely publicized, not least by himself. I.f even he
has chosen, presumably against his better Judgemen.t,
to take the easy way out by leaving a large deficit
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in the budget, it could only be concluded that there
is not, in the government as a whole, enough restraint
or wisdom to enable it to learn from its own mistakes
and appreciate that persistence on its part in living
beyond the country’s means must steadily erode the
substance of the economy and its potential for con-
tinuing development or progressive growth.

Tax Signals—From Red to Amber

IT IS easy to see why the central budget has bgen
immediately popular with the stock exchanges and with
most of the business community. In their eyes, the
Government of India has a record of levying taxation
which, to put it mildly, is far from reassuring. The
estimated yield from additional taxation at the centre
(including increases in railway freights and'fares an‘d
postal rates) which was about Rs 88 crores in 1961-62,
the first year of the third Plan, had increased to nea}”ly
Rs 840 crores in the final year, ie., 1965-66 (whl_ch
was however an exceptional case), and over the third
Plan as a whole the central government had col-
lected more than Rs 2,275 crores through additional
taxation alone. The taxpayer fared no better in :e,ubse-
quent years. In 1966-67. the central budget made tax
proposals of the order of Rs 106 crores to which the
railway budget added a further burden of Rs 18 crores.
In the current year, 1967-68, the proposals for a‘ddmopal
taxation sought a net revenue of Rs 91 crores (inciuding
increases in postal rates) which the rallwa.}{ budgft
raised by another Rs 35 crores. Mr Morarji Desai’s
own participation in these fiscal flights had not been
unspectacular and he had, in fact, mad.e out a name
for himself as an austere Finance Minister to whorp
taxing came naturally. As a result, although the bu§1-
ness community had been praying fervently for rel}ef
through 1967 and later, it could not look forward with
any confidence to its voice being heard.

It is true that the vecession and its consequences
were so serious and obvious that th.ere was sufficient
justification for even the less optimistic among us to
hope that the government would not be reckless enoggh
to impose further fiscal burdens on the community.
But as against this, there were the pre-budget reports
of a considerable deficit in the government's "c,xccounts
for the current financial year despite Mr l?esal s deter-
mination to avoid deficit financing. Wthh he .h'ad
pleatled as his justification for the appreciable additio-
nal taxation he had imposed in thg budget for 1967-68.
These pfe-budget reports also indicated tha't the gov-
ernment would have to cope with a deficit of. some
magnitude in the coming year as well.. In the circum-
stances, there was a fatalistic assumptl.on of tbe likeli-
hood of further taxation, speculation pelng oply
confined to the probable scale of Mr Desai’s impending

draft on the community.

The Finance Minister, it may be inferred, was quite
aware of the psychological atmosphere in the count?y
when he was preparing to present his budget. This

evidently, explains why, departing from usual practice,
he carefully refrained from directly mentioning in the
closing passage of Part A of his budget speech the
size of the deficit estimated for 1968-69, but merely
let it be inferred from other budget statistics he had
given. If, instead of doing this, Mr Desai had bluntly
stated that a deficit of Rs 315 crores was being anti-
cipated, it is quite possible that stock prices in post-
budget market sessions might have slumped sharply
without waiting for Part B of the speech to be spoken
and relayed.

Mental Climate

It is in this context of the mental chimate prevailing
before and on the eve of the budget that the cheerful
reaction of the market place to the budget proposals
as they eventually came is to be understood. Instead
of administering large doses of direct and indirect taxes
with the purpose of covering at least the major pait
of the anticipated deficit, the Finance Minister proposed
only a relatively moderate dose of new taxation. As
a matter of fact, the major tax effort, in a sense, had
been made earlier in the Railway budget which had
increased fares and freights to an extent calculated
to yield an additional revenue of Rs 28 crores. In the
central budget itself, the Finance Minister chose
another commercial department of the government as
a means of raising a further substantial instalment of
revenue. Thus the posts and telegraphs tariffs have
been revised to bring in an additional yield of Rs 25.78
crores in a full year or about enough to cover the
deficit in the revenue budget of the Posts and Tele-
graphs Department estimated at Rs 23.83 crores for
the budget year.

This left Mr Desai in the happy position of having
to indent only comparatively lightly on direct or in-
direct taxation as sources of supplementing his receipts.
As a consequence, after taking into account the aboli-
tion of the annuity deposit scheme, which will mean
a loss to the central exchequer, on capital account, of
Rs 35 crores in the budget year, the additional tax
revenue sought by Mr Desai amounts to Rs 30.73 crores,
which, when measured against the initial deficit of Rs
315 crores, does bear the stamp of moderation and
restraint.

It is true that there is another side to the picture.
If the railway and posts and telegraphs levies are also
included, the net burden of additional taxation at the
centre would add up to Rs 82.56 crores. This is much
less, no doubt, than the corresponding amount of Rs
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125.8 crores for the current year or Rs 124 crores for
the year before, but coming on top of continuously
heavy taxation over a period of years and in the context
of an economy hit hard by two years of drought and
even a longer perind of halted and uncertain economic
growth, the latest central levy on the resources of the
community cannot be lightly dismissed as of little
consequence. In other words, it is not true that the budget
which the Finance Minister presented on February 29
is a budget of marginal taxation, It does seek to divert
substantial resources from the pocket of the citizen to
the coffers of the government. All the same, it is a
fact that the new tax burden contemplated for the
central budget for-1968-69 will be less felt, both psycho-
logically and in real terms, than the levies of the
previous years.

Legitimate Transactions

There are several reasons for this. The bulk of
the additional budget receipts is sought to be secured
from increases in the fees charged for the services
rendered by the Railways and the Posts and Telegraphs
Department. The tax element in these increases, it
could be argued, is debatable or at least not self-evident.
There is now in the country a wide recognition of the
need for making government enterprises pay their way.
To the extent that the Railways and the Posts and
Telegraphs Department are in the red, the govern-
ment’s decision to put up the prices for their servieces
may be defended as a legitimate commercial transac-
tion rather than an arbitrary exercise of fiscal authority.
It is true that some part at least of the increases of
railway freights and fares or the tariffs of the Posts
and Telegraphs Department goes only to pav for the
inefficiency of the organisations concerned. But this
raises issues of a different order which may not be
strictly relevant to the assessment of the scale of the
proposed central tax levy as such. So far as taxation
as such is concerned, leaving out the effect of the
abolition of the annuity deposit scheme for the moment,
the additional revenue next year from the measures
of taxation, direct or indirect, proposed in the centra
budget would be Rs 65.73 crores or Rs 46.90 crores i1
the earlier, eve-of-budget, reductions in export duties,
to which a reference will be made presently, are al-
lowed for. But only Rs 10 crores out of these Rs
65.73 crores would be the additional revenue sought
from direct taxes. If the relief, on capital account,
which will accrue to income-tax assessees as a class
through the abolition of the annuity deposit scheme
(offset in part by an increased tax liability of Rs 18
crores), is taken into account, it would follow that Mr
Desai is actually surrendering Rs 7 crores in the direct
tax field.

Receipts from additional indirect taxation are’ ex-
pected to be Rs 19.30 crores under customs and Rs
36.43 crores under central excise. The figure given
here for customs does not take into account the
reductions in the export duties on jute manufactures,
tea and coir yarn, and the complete exemption from
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export duty of coir manufactures of other than coir
yarn, finished leather of goat, sheep and bovine animals
as well as tanned hides of bovine animals which was
announced in the first week of February in advance
of the central budget. The net revenue effect of these
changes has been estimated at Rs 18.83 crores in the
budget year. If this is subtracted from the net total
of customs levies imposed by the central budget, it
would be seen that the burden of customs has increased,
on balance, only fractionally by about Rs 47 lakhs.

This means that the net increase in taxation is
almost wholly confined to the central excise. But here,
too, the additional net revenue of Rs 36.43 crores sought
by the Finance Minister is very much less than the
corresponding sum of Rs 92 crores in the budget esti-
mates of 1967-68, all the more so because the increase
in excise duties on petroleum products, expected to
yield Rs 10.13 crores, is designed to mop up the “over-re-
coveries” of oil companies, with no increase in consumer
prices. In fact, the current instalment is a much smaller
dose of central excise taxation than in any recent years.
This apart, in qualitative as well as quantitative
terms, the central excise tax proposals on this occasion
are remarkably free from harshness. The new excise
levies leave out articles which are in use among the
poorer sections of the community. The increases in
existing excise duties, however, are of a mixed kind.
While those relating the refrigerators and air-condi-
tioners apply to luxury items, the higher rates of duty
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proposed on all varieties of unmanufactured tobacco,
other than tobacco dust, does call for an additional tax
contribution from the poorer sections of the commu-
nity. At the same time, it is hard to resist the argument
that, if an increased excise levy is at all to be imposed
on an article of mass consumption, nothing more suit-
able could be found for the purpose than tobacco. The
Finance Minister may well plead that, apart from the
revenue purpose, the increased taxation of tobacco
would justifiably have the additional aim of discourag-
ing, to some extent, the growth in the consumption of

tobacco.

The tax scheme of the latest central budget has
thus managed to avoid touching the raw nerves of the
public at any point. If there is room for any popular
grievance at all, it is limited to some of the changes
in railway fares and postal tariff—and here the Railway
Minister has already indicated that his mind is not
closed to concessions and it is possible that Mr Desai
too may adopt a similar attitude before the last word
is said on his budget proposals. There is thus no
occasion now for the kind of fierce controversies which
central budgets habitually tended to provoke in pre-
vious years. On the contrary, the Finance Minister
has managed to embellish his tax proposals with a
sories of gestures, both kindly and graceful, which
tax-payers have virtually ceased to expect from the

government.

Welcome Changes

We have referred already to the abolition of the
annuity deposit scheme which has proved clumsy ‘an}i
oppressive in procedure ani administration even if it
may be basically well-intentioned in its ultimate fiscal
treatment of the income-tax assessees to whom it is
applicable. Although following the abolition of the
scheme. the income-tax liabilities of the assessees con-
cerned have risen to somz2 extent, the general feeling
among them may still be that this is not too high a
price to pay for being relieved of the obligation of
having to part with a relatively large capitai sum to
be recovered in subsequent years from the government
through a tedious and irksome process.

There are also certain other welcome changes in
taxes on personal incomes. The existing income-tax
concession shown to dividend income has been libera-
lised further making it possible for those other than
small investors to get some benefit. The sepal.‘ate
surcharges on income-tax intcnded to differentiate
between earned and unearned incomes to the di.sadvan-
tage of the former have been discontinugd. This gould
be of substantial benefit to assessees 1n the higher
income groups whose income from property is not 'r.'o
attract a special tax penalty hereafter. As against this
relief, the basic rates of income-tax over Rs 1 lakh
have been stepped up progressively, while the rates
of ordinary wealth tax on wealth in the slabs over
Rs 10 lakhs have also been raised. 'F‘hese iqcreased
imposts will no doubt have to be deb¥ted against the
gains accruing to assessecs in the highe: ranges of

SPECIAL BUDGET NUMBER 447

income from the abolition of the differentiation in the
surcharges on income-tax between unearned and earned
incomes. It is however possible that, on balance, some
relief in total tax liability may be accruing to some
assessees even in this range, depending on individual
circumstances. In other words, the net tax burden on
this class of assessees may not necessarily go up in
all cases.

In the area of corporate taxation, again, Mr Desai
has given a token of his good intentions for the future.
He has discontinued the tax on the excess distribution
of equity dividends and has reduced the surtax on
company profits from 35 per cent to 25 per cent. The
case against these two taxes has been stated often
enough and there is therefore no need to repeat it here,
especially as the government itself has at last indicated
that its critics have reason and right on their side.
A protest, however, is in order against the Financc
Minister’s decision to retain the surtax on company
profits even if it be at a new and reduced level. Mr
Desai himself has stated that “the reduction in the
surtax on company profits is intended as a spur to
efficiency.” The obvious implication is that this tax
is a penalty on efficiency. Once this is admitted, it
should be difficult for the government to command
acceptance of the proposition that it would be right to
tax efficiency at a rate of 25 per cent, even if it may be
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wrong to tax it at a higher rate of 35 per cent. It is
obvious that only a timid view of revenue considera-
tion has prevented Mr Desai from doing away with
the surtax altogether., What this amounts to is that.
so far as the corporate sector is concerned, it has to be
satisfied with the change in the government’s thinking
on this issue as a result of which the earlier, absolutely
unsustainable, position that there should be an element
of progression in corporate taxation by relating the rate
of tax to the size of profits has at last been given up.

Mr Desai has been rightly commended for the
fiscal incentives he has offered for the priority purposes
of export promotion and increased agricultural produc-
tion. A development rebate at a higher rate of 35 per
cent of the cost of new equipment will now be available
to industries related to exports, such as the manufac-
turers of vegetable oils and oilcakes through the solvent
extraction process, processed concentrates for cattle and
poultry feeds and processed fish and fish products. As
assistance to exporters (other than foreign companies)
in finding or extending markets for their merchandise,
Mr Desai has proposed an export markets development
allowance at the rate of one and one-third of the
revenue expenditure incurred for the purpose. In order
to strengthen the incipient movement of Indian com-
panies exporting technical know-how and technical
services, the Finance Minister has proposed to exempt
from tax the whole of their income on that account
consisting of dividends, royalties and fees derived from
foreign companies.

Priority for Agriculture

As a contribution to the national drive for agricul-
tural production, the Finance Minister has extended
the “priority industry treatment” to the seed-proces-
sing industry. In the organised industrial sector, there
are manufacturing industries, such as cotton textiles,
jute, sugar, vegetable oil and some of the food-proces-
sing industries which can effectively further agricultural
expansion and productivity by organising the supply
of inputs such as fertilizers, seeds, implements and
pesticides, or running extension services for the benefit
of growers of the respective agricultural raw materials
in which these industries may be interested. Some
progress has been made in this direction. The Finance
Minister has now decided to spur it on by providing
that an amount equal to one and one-fifth of the quali-
fying expenditure incurred by a company, whether
directly or through approved associations or organisa-
tions, will be admitted as a deduction in the compu-
tation of business profits. It is perhaps possible to
infer from these fiscal decisions that there is a trend
towards a constructive change in the government’s
attitude, now largely political, towards the issue of
associating business or scientific management with

farming.

Taking one thing with another, then, the central
budget has given an indication of a turn in fiscal policy
in the direction of greater government responsibility,

+esponsivene
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budgetary ideas have been dominated by a one-track
mind and the result has been that the tax burden on
the community has kept moving up from year to year
in an endless attempt to catch up with the government's
revenue needs as determined by the government, Fiscal
policy, consequently, has been losing touch with eco-
nomic realities and tending to operate in a political
world of its own. Mr Morarji Desai now appears to
have called a halt to this process by recognising the
importance of realism and flexibility and the desir-
ability of co-ordinating the government’s fiscal policies
not merely with its revenue needs but also with other
legitimate requirements of the economy. 1t is this
evidence of a new attitude on the part of the Finance
Minister which has brought about the very agreeable
transformation in the outlook of the capital and the
business community in general.

It is however only prudent to realise that the gain
so far is largely psychological. For the sake of a clear-
eyed view of the prospects before the national economy,
we should, at the same time, recognise the fact that,
in financial terms, the budget has given away little
even at the hard-pressed points of the economy. So
far as personal incomes are concerned, income-tax
assessees in the concerned slabs have as a class only
exchanged the annuity deposit liability of Rs 35 crores
for an increase of Rs 18 crores in income-tax liability.
The other changes in the taxation of personal incomes
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will, as the Finance Minister has estimagted, result in
relief to the extent of about Rs 4 crores in a ful! year,
This is also the order of net relief concedgd in the
area of corporate taxation. These figures inchqate that
no substantial diversion of resources in capital an'd
savings from the government sector to the private is
intended or may be expected. In other words, the
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oppressive structure of taxation built up over the years
remains intact not only in its essentials but also in
most of its details. There is therefore much dismantl-
ing still to be done. Mr Desai may have only switched
over the signal from red to amber; the community
must still wait for the green light for the real job
of demolition and reconstruction to begin.

Where Do We Go from Here?

THE CENTRAL budget undoubtedly has aroused ex-
pectations, if not high hopes. There is a feeling in the
country that the government has at last been persuaded
to reconsider its economic policies in the light of the
realities and requirements of continuous economic
development at a considerable pace. 1t is believed that
the breakdown in the development effort which has
taken place over the last few years has shaken the gov-
ernment out of its dogmatism and self-complacency.
The central budget, in other words, is regarded widely
as marking a thaw in the government’s cold war atti-
tudes towards the forces and institutions of economic
growth in a democratic political system.

Nowhere has this brightening up of spirits been
more in evidence than in the stock exchanges. Al-
though, as we had noted earlier, this budget has
given little away in money terms for private sav-
ings or investment, it has, through a few wise ges-
tures of Mr Morarji Desai, dramatically changed

the mental climate almost overnight. Equity values

have been marked up (see table on page 456) partly
from a feeling of relief that there has been no heavy
additional taxation, but largely because of a belief in
the business community that, having taken a right turn
at last, the government’s fiscal and other economic
policies will keep moving forward in the right direc-
tion. We are using the word ‘right’ here not in its
ideological meaning but in its natural sense of ‘right’
simply being ‘what is right and proper’. The great
thing about this budget is that it has at least halted
for the time being the prolonged process of the govern-
ment raiding, year in and year out, the resources of
the private sector of the economy. Perhaps it is for
the first time since planning assumed its deadly earn-

estness that the government is beginning to appreciate

the fact that it could achieve a larger totality of eco-
nomic growth in the nation only if it would refrain
from hindering the general mobilisation of investible
resources in the economy as a whole as distinct from
any favoured or pampered part of it.

A logical corollary to the more relaxed fiscal policy
which the government has now begun to follow would
be more liberal credit policy. Bank credit productively
used is surely the safest as well as the surest means
of co-ordinating increases in investment with increases
in current production and thereby promoting an equi-
librium in the aggregates of demand and supply and
maintaining a stable, non-inflationary base for economic
expansion. Having left a large gap in the budget, not
covered either by loans or taxation, Mr Desai could

have chosen to play for safety and decided not to take
chances in the area of monetary management. It goes
to his credit that he has elected to follow a more
dynamic approach and that as a result the Reserve
Bank has announced in the wake of the central budget
a cut in the Bank rate from six per cent to five per cent.
The central banking authorities have also promptly
emphasized their determination to see that the lending
rates of the commercial banking system adjust them-
selves readily to the new Bank rate. Not surprisingly,
this further indication by Mr Desai that he is going
to work vigorously for economic recovery and is not
averse to taking reasonable risks in the process has
enhanced the favourable impact of the central budget
and has, in fact, had an even stronger stimulating
influence on the stock exchanges.

Breaking New Ground

It now remains for the Finance Minister parti-
cularly and the Government of India as a whole to
take further steps not only to consolidate these gains
but also to break new ground. A reduction in the cost
of bank credit can be of utmost benefit to the economy
only if it is translated into real terms of the adequate
availability of credit at a reasonable price to commercial
and industrial borrowers at large The central banking
authority, while announcing its new interest rate policy,
has ostentatiously reiterated its faith in the selective
control of credit and has declared that this confrol
will continue, There are perhaps sound strategic rea-
sons for the Reserve Bank taking up this formal posi-
tion, but it should not be too long before it learns in
practice that a general liberalisation of bank credit
for the productive apparatus in the economy is un-
avoidable if the government’s own expectations of a
revival of economic activity in the coming months are
to be fulfilled. Elsewhere too it should not be too
difficult for the government to see where the paths of
wisdom lie. The considerable amount of parliamentary
time (and therefore of the taxpayer's money) devoted
to the discussion of the Hazari report in either house
of the central legislature would surely go to waste
completely were the Minister for Industrial Develop-
ment to fail to draw the moral that there is hardly any
section of responsible opinion which has any respect
for the prevailing concept or machinery of industrial
licensing as a means of promoting the country’s eco-
nomic development on sound lines or at a rapid pace.
The licensing system has been condemned resoundingly
both in Parliament and the country at large as a factor
which deters and distorts industrial activity or expan-
sion. When the licensing system has been so exten-
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sively condemned, it would be quixotic on the part
of Mr Fakhruddin Ali Ahmed or his colleagues in the
cabinet to try to tinker with it in the hope of reform-
ing it.

We suggest that the entire industrial licensing
system be scrapped forthwith and that a fresh start
made by the government by laying down a few broad
guidelines for the expansion of existing enterprises or
the starting of new undertakings. It has been said
that, at least where foreign collaboration is required,
some kind of licensing restrictions must continue. We
differ and would maintain that foreign collaboration
is the least suitable subject for bureaucratic regulation.
Government interference should therefore be least in
cases where foreign collaboration is involved. The
notion that once the government takes its hands off
foreign collaboration a flood tide of foreign capital
will rush in and overwhelm our economy, betrays
ignorance of the economic realities of the international
capital situation or movements. Fears of an invasion
by foreign capital, to put it mildly, are apt to be exag-
gerated.

Facile Argument

The argument that our investment or development
priorities will have to be safeguarded through a rigorous
scrutiny of foreign collaborations, again, has little real
substance. The foreign investor or entrepreneur is
more likely to make an investment decision on strict
economic considerations than a domestic entrepreneur
having to humour the government or the politicians,
or a decision-maker in the public sector. No foreign
investor or entrepreneur is likely to go to the trouble
of starting or being associated with the starting of an
industry in our country unless he has reason to believe
that the product could be profitably manufactured and
sold either within our country or abroad—and what
better test can there be of the soundness of an indus-
trial enterprise or a commercial venture than that there
is a demand for it to meet and that it can meet this
demand?

A clean sweep should be made too of the various
commodity controls. It is true that the government’s
thinking and action have shown some progress in this
area, but the vesting of cement marketing in a govern-
ment corporation is the kind of retrograde step which
emphasizes the fact that the government is habitually
more prone to retrieve than to advance in matters like
this. Again, the adamant insistence of the Commerce
Ministry on the continuance of production and price
controls on the cotton textiles industry is eloquent
testimony of the government’s vulnerability to political
considerations or simply prejudices even when its sub-
servience to such considerations is doing obvious damage
to important industries and therefore to the public in-
terest. The cotton textile industry cries out for rationa-
lisation, modernisation and technological advance, all of
which would involve the ruthless cutting out of ineffici-
ent units and the diversion of capital and investment to
the facilities of the superior and progressive manufac-

turers. The government’s policies, however, are not

March 15, 1968

only obstructing this essential development, but they
are perpetuating inertia, inefficiency and fatalist defeat-
ism in considerable areas of this industry. The Com-
merce Ministry’s interest in taking over the so-called
sick mills is one of the most ludicrous examples of
misdirected enthusiasm or energy.

The test case of the government's policy towards
commodity controls would, of course, be its food policy.
We are convinced that the abolition of zonal restric-
tions and the restoration of freedom of commerce in
food across the land is not only possible but necessary.
If these steps are not taken, the improvement in agri-
cultural production cannot be converted into the finan-
cial or real resources with which the nation’s economic
recovery can be brought off. Mr Morarji Desai has
based the scheme of his budget on the twin assumptions
that the price level would be stabilised and savings
promoted as a result of the increase in the gross national
product accruing from the better harvests. We submit
that what he expects cannot come to pass if food con-
trols continue to operate in a way which produces
artificial scarcities. or causes avoidable differences in
food prices between producing areas and consuming
areas, and induces producers to hold out for higher
prices or consumers to stock up against lean days. The
government which is banking so heavily on the anti-
inflationary potential of the improvement in agricul-
tural production ought to be the first to appreciate the
fact that this potential will become actual only if the

Better Raw Materials
MEAN

Greater Profits

COKE (HARD, NUT, BREEZE)
BENZENE (NITRATION GRADE)
TOLUOL INDUSTRIAL GRADE
LIGHT SOLVENT NAPTHA
MOTOR BENZOL

CARBOLIC OIL

WASH OIL

SOLVENT OIL

NAPTHALENE OIL
ANTHRACENE OIL

TIMBER PICKLING OIL
SODIUM PHENOLATE .
PROCESSED TAR N
ROAD TAR NO. 3 & 4.

THE DURGAPUR PROJECTS LIMITED

(A Government of West Bengal Undertaking)
10, MIDDLETON ROW, CALCUTTA-16

Gram : COKEPLANT phone : 23-8621 (8 lines)
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forces of supply and demand are allowed to resume
their normal play.

We had referred at the very outset to the risks
from which deficit financing as proposed in Fhe budget
may not be free. These risks are real and if the gov-
ernment is in earnest about avoiding them it should
continuously be considering what steps it gould take
in the months ahead to improve the capacity of the
economy to withstand possible inflationary pressures.
Here the first and foremost need is to §tep up cgrrent
production and measures such as the hbex.'ahsatmn of
credit policy or the removal of controls which we have
advocated here should help in tk}e process. So a_lso
will the decontrol of food—immediately, by increasing
the flow of the marketing surplus apd, ovel a longer
period, by strengthening the inc?ntwes for a steady
expansion of agricultural production.

Need for Decontrol

With every increase in the gross national produc,t,
there is a strengthening possibility of thg government.s‘
receipts keeping ahead of the budget estu_pates a.m.d th1§
may help the government 10 cut down its .antlclpatel
dependence on deficit financing. Its expenditure leve 2
too may be considerably brought down as 2 result.r }(1)
the measures of decontrol we hgve _sgggested. e
government has been pleading 1ts. 1nab}hty to do x.nuch
about the rising levels of admir}lstx-atlve.expendlturg.
This is because it does not real.xse that, so long as it
insists on maintaining the macbmery of econgmxc co¥1-
trols and regulation and allowing it to proliferate in
accordance with Parkinson’s Law, it cannot hope to
secure or exercise any control on government spending.
Decontrol, in other words, would be the ﬁr§t as well
as the most effective step towarfls economy in govern-
ment expenditure. This is partwular?y so in the case
of food policy where there is much saving to bg gffectfad,
both at central and state levels, if the admlmstratlvg
paraphernalia could be struck down or at Ierc\st ver?'
severely pruned. The central pudget. for instance,
could immediately benefit ﬁnancxa}ly through the.de-
control of food since in that event it shoulc} be possible
for the government to cut down substantially on th;
pudget provision of Rs 140 crores for the buffer stoc
operations. Incidentally, there is a clear ’fallacir!f in
pelieving that government buffer stocks are more efiec-
tive in stabilising food prices thar} the small and sFat’;?-
ed stocks held by individual retall.ers or con_sumel s. The
latter category of reserves cgrtamly provides a more
economie and reliable cushion fox.' tl:xe.e community
e{gainst changing levels of food availability than cen-
tralised—government—controlled stocks.

. there is defence expenditure. In the days
of i:;gigxi’ée following independence, it was wide;y
pelieved in this country that defence expenditure ‘n
excess of Rs 100 crores would be_extravagant and highly
bjectionable. Later on the desirable upper limit came
(t)one regarded as Rs 300 crores. But when Pakistan

to arm 1 -
;Z%iar(;hina spilled over into Aksai Chin and later loung-
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ed at NEFA, our notions of permissible levels of defence
expenditure changed rather fast. Now the defence
budget has exceeded the Rs 1.000-crore mark, with the
budget estimates for 1968-69 pointing to a figure of
Rs 1,015 crores. It is obvious that no useful purpose
will be served by thinking in terms of an ad hoc ceiling.
At the same time, a definitive view has to be taken of
defence expenditure if there is to be any effective alloca-
tion of resources for development, since development is
now really and truly only a residual claimant. The Fin-
ance Minister mentioned in his budget speech that there
had been a decline in the percentage of the gross natio-
nal product devoted to defence. This is an attempt to
draw false comfort, for what matters is ihat defence
expenditure nevertheless remains basically high, there-
by aggravating our resources problem in years of poor
harvests or industrial recession while making a prior
and major claim on improved resouices in agricul-
turally or otherwise favourable years. Either way there
is precious little to be satisfied with in this situation.
The government therefore cannot really evade its res-
ponsibility to face the facts; the more there is for
defence the less there is for development which already
has so little. It therefore becomes all the more impor-
tant for government policy to seek to cut down non-
development expenditure, outside the area of defence
or development. It is equally imperative that, through
no act of commission or omission on its part, should
there be an interference with all those activities in
the economy which help to increase production, the.eby
benefiting both current consumption and further in-

-vestment.

tself with US military assistance and -

“More ‘ships are coming—of immigrants.”
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BUDGET AND THE STOCK EXCHANGES
BOMBAY STOCK EXCHANGE
(Closing guotations in rupees)
Feb. 29 Feb. 29 Variation March 1 Variation March 4* Variati ‘ation
, ; on March 9, iati
Name gf the 1968 1968 (3: 1-2) 1968 (5: 2-4) 1968 (7: 4-6) 2:1;)068 ) \(;‘ru:t;on
scrip Pre- Post- e
Budget Budget
1) (2) 3) () (5) (6) 4)) (8) (9)
ACC 119.50 119.00 —0.50 118.50 —0.50 123.50
. . . 3 . . + §.00 120.00 5
Tisco 96.90 96.50 —0.40 94.70 —1.80 102.00 + 7.30 100.75 I 23(5)
Telco 197.00 196.50 —0.50 198.00 -+1.50 216.75 +18.75 210'50 + ]3.5()
Voltas 212.00 213.00 +1.00 211.00 —2.00 214.50 + 3.50 211.00 — 1.00
Gw?hor Rayon 23.56 23.00 —40.56 23.36 -+0.36 25.70 + 2.34 24:96 - 1.4()
National Rayon 454.50 454.00 —0.50 457.00 +3.00 487.00 +30.00 477.50 +-23'00
Century 525.00 - 523.00 —2.00 524.00 +1.00 573.00 +49.00 574-00 +—49.00
Tata Chemicals 20.92 N.A. N.A. 21.00 N.A. 21.64 + 0.64 21.56 } 0.64
Premier Automobiles 50.00 51.00 —1.00 50.00 —1.00 56.00 + 6.00 53.50 I 3.50
Larsen & Toubro 14.44 14.60 +0.16 14.64 +0.04 15.84 + 1.20 15'.64 + 1.20
Note: Bombay Stock Exchange was officially closed on March 2, 1968.
* Shows how scrips have reacted to the reduction in Bank rate which was announced on March 2.
CALCUTTA STOCK EXCHANGE
(Closing quotations in rupees)
Feb. 29 Feb. 29 Variation March 1, Variation March 2, Mareh 4* Variation M
Name of the 1968 1968 (3: 1-2) 1968 (5: 2-4) 1968 1968 (8: 6-7)n l?)l;)ctih % :llaor'iation
serip Pre-* Post- P
Budget Budget
(1) (2) 3) 4) (5) (6) (N (8) 9) (10)
Birla Jute 23.00 23.10 +0.10 23.60 +0.50 23.95 25.90 +1.95
Dunlop India 22.55 22.55 - 23.10 +0.55 2355 2490  +135 ii':sg T
Guest, Keen, Williams 13.75 13.95 +0.20 13.90 —0.05 14.50 15.65 +1.15 14'65" rae
Hindustan Motors 14.50 14.60 +0.10 14.80 -+0.20 15.08 16.28 +1.20 15'62 e
Indian Iron 15.58 15.52 —0.06 15.62 +0.10 15.74 16.44 +0.70 16.72 t112
Kesoram 15.45 15.50 +0.05 15.55 +0.05 15.95 17.05 +1.10 16.45 1l
Orient Paper 15.80 15.90 +0.10 15.95 +0.05 16.40 17.25 +0.85 16'95 M
Texmaco 11.60 N.A. N.A. 11.55 —0.05 12.40 13.60 +1.20 1 1.85 o
Hindustan Aluminium 18.69 18.94 +0.25 19.44 +-0.50 19.87 21.06 +1.19 20‘81" o8
Indian Aluminium 19.70 20.10 +0.40 20.40 +0.30 20.60 21.80 +1.20 21.10 Tf:g

* Shows how scrips have reacted to the reduction in Bank rate which was announced on March 2

** Nominal quotation.

MADRAS STOCK EXCHANGE

(Closing quotations in rupees)

Name of the scrip Feb. 29, March 1, Variation March 4,* : )
1968 1968 @: 1) 1088 (g pon March 3, Variation

(1 (2 (3) 4 (5) ) K 1-(67))

Madura Mills 16.00 16.08 +0.08 16.00 i
Travancore Rayons 13.20 13.68 +0.48 14.85 P i +1.00
Ashok Leyland 5.07 5.07 — 5.35 +0.28 Y 5 +-2.05
India Cements 5.32 5.36 +0.04 5.57 +0.21 5.35 +0.28
Mettur Chemicals 6.50 6.55 +0.05 6.90 to.a8 6;’(7) +g.;g

. +_~ .

*+ Shows how scrips have reacted to the reduction in Bank rate which was announced on March 2

—a
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THERE'S NO

THERMOSETTING
PLASTICS

10 BEAT THiS-
ANYWHERE
IN THE WORLD!
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HYLAM

PIONEERS IN

THERMOSETTING PLASTICS

HYLAM's thermosetting plastics can’t
be beaten for quality anywhere in
the world: they're subjected to the
strictest quality control ever devised
for thermosetting plastics—~theidenti-
cal tests that built an international
reputation for Bakelite. The identical
techniques, too. And Bakelite-trained
engineering skills.

To all this, HYLAM adds its own
unique contribution : the longest (and
wides{) experience of /ndian needs.
Experience that came from pioneering
the age of thermosetting plastics in
India. And only HYLAM manufactures
a wide range of these versatile mate-
rials. So,whatever your needs,choose
plastics by HYLAM—India's first and
still the best.

HYLAM LIMITED, SECUNDERABAD, A. P MANUFACTURERS OF

B el HYJAK

Sole Selling Agents: BAKELITE (INDIA) PVT. LTD., Bembay
Delhi * Caleutta O Distributors for South India: BEST & CO. PVT.
LTD., Madras ° Bangalore * Coimbatore

Link Between

Central News Agency

23/90 Connaught Circus
NEW DELHI-|

AN EASTERN ECONOMIST PUBLICATION

INDIA’S PROGRESS SINCE INDEPENENCE

A STATISTICAL BIRD'S-EYE VIEW

This effort at the statistical presentation of India’s pro-
gress since Independence in the main directions of social
and economic evolution was first undertaken in April,
1963. The present publication, which is the third edition,
has benefited from the experience gained of readers’ re-
actions to the earlier editions. Although an attempt has
been made naturally not only to bring the statistics
up-to-date but also to revise the contents in order to
make them more interesting and informative, we have
found it profitable to stick to the original idea of main-
taining a combination of comprehensiveness in outline
and selectivity in detail. This volume is not by any
means intended to be even a summary of the nation’s
progress in the last 20 years. lts aim simply is to indi-
cate broad trends and developments in a statistical form.

For copies please write to:—

The Manager
THE EASTERN ECONOMIST LIMITED

United Commercial Bank Building
Parliament Street
New Delhi

with a remittance of Rs. 6.50 (price Rs. 5.00 plus Rs. 1.50
towards packing and postal registration charges.)
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produce more...
export more...
earn more
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Forelgn exchange Is the backbone
of a nation’s aconomy, Wa need
R today more than ever,

You are part of the economy.
Produce more to earn more,And
export more to bring more forelgn
exchange for the country--an
achievement you wili be proud of.

Since 1951, the country has
ncreased industrial production
three-fold, {t can do better —
ebviously with your eftorts.

evssossvt.ng.

Whether youars a
manufacturer, trader, Imponier
or exporter, PNB can beip you.

PUNJAB
NATIONAL
BANK

PR-PNB-4174

LuK

SUCCESS
STORY
CONTINUES...

Year after year, the LuK succ-
ess story continues | The
reason behing this success is
not chance, but continuous
endeavour to reach the ultimate
in quality.

LuK Clutches, Clutch Plates
and Clutch assemblies for
automobiles, tractors, motor
cycles, etc. are manufactured
at our most modern plant, under
rigid quality control.

LuK components are fast
repiacing other brands because
o} their quality, durability and
functional performance. PUT IN THE BEST AND BE SAFE

AND SURE WITH
THE WORLD Famaus

LuK meets the requirements of
Defence, Nationalised Trans-
port, automobile and Tractor
manutacturers.

Clutches and Clutch Plates

Luk AUTO ANCILLARY (INDIA) LTD-
Regd. Office : Jiwsan Yihat (13t Floor)
Pattiament Streat, New Delhi
Factory : 40-41, Induatrial Area, Farldabed

Sole Selling Agents:
GLOBE MOTOR LTD.,
V' NREW DELHY
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THE BUDGET AS TOOL
e

s e et em

Up To Saturation Point

taxation in this couniry has been
raised almost to the saturation pgint in every income;\ bra&):e;
with the result that the incentive to earn more asrthein
substantially eroded. The Chinesg aggression o'n our not o
borders in November 1962 prov.fxded the.p.roxocattm:;l oﬁme
Morarji Desai, who was our Fmanpe Mm:sterbat ! emObi—,
not only to step up the surcharge on mcome-f,axs ; al SO(CDS)
lise savings through the Compulsory Deposit Scheme .

ishnamachari,
b as scrapped next year by Mr T. T. Kris ;
e O e pcli) Mr Desai and a new scheme—ANNUity

as initiated. This has had a chequered
i ith effect from the next
s now to be adandoned wi . t :

fci?xge;legia;;nse;r. In the name of simplification a'md rationalisa~

tion, the income-tax rates have also been varied off and on.

It would be inter‘
which were applicable in

THE LEVEL of personal

Deposit Scheme—W

esting to compare the income-tax rates
1962-63, i.e.. before the Chinese agg;e:
i roposed for the next financial year. e
i;(;)rlle al?gloxt: OsSZtspoupt a comparison of income-tax liabqilities
st four income levels, namely, Rs 5.000. Rs 15.090. 'Rs 20,000
and Rs 1.00,000. It will be seen that Fhe incidence (Zf
income-tax up to annual income of Rs 15,000 in the new budget
proposals is lower than the one which_ was applicable in 1_962-63.
On the other hand, the impact of mcome-‘tax on an mcoxr}e
of Rs 20.000 will be slightly higher .than in .1962-63. Again
for an income of Rs 1.00,000. the incidence will be only t;alr-
ginally lower in 1968-69 in relation to 1962-63. Mez'mw ile,
the sharp rise in prices since 1962-63 has }'educed re;il mcorzr;e;
appreciably. The index of wholesale prices rose from 1} .f
(base: 1952-53=100) in 1962-63 to 209.0 .m-the' last Y"e"'k o
January, 1963, implying that prices during this period r9se
by more than 60 per cent. To that extent the purchasing
power of the rupee has dwx’ndlefi‘ and hence a popl',l]atr
plea has been put forward for raising the exemption limit

for income-tax.
INCOME-TAX RATES: 1962-63 and 1968-69

Tax at Tax at 1968-
Inc;me 1962-63 69 rates
(R rates (Rs) (Rs)
. 18 11
Jooo T vans 1
20:000 .. 2272 2,4§6
100,000 53,039 51,936

Mr S. Bhoothalingam, formerly Segretayy ?n the Mi_nistry
of Finance, in his final report on “Rationalisation z.md Sxmpl_x-
fication of the Tax Structure” has ‘madg a convincing case u:
tavour of stepping up the exemption ‘hmxt from the present
level of Rs 4,000 to Rs 7,500. Besides the ‘fact ‘that t’c\he
exemption limit in 1948-50 was Rs 3,000 and prices since then
have more than doubled, he ha; expressgd fhe view ‘t‘at
practical administrative considerat:ons also lr}dlca'te'a raising
of the exemption limit. With the low exemption limit, a com-
paratively small amount has to be collected from a veryblarge;
number of assessees. In 1963-64, for example, the nurr;3 531'030
jncome-tax assessees with incomes below Rs 10,000 was ,me
and the tax demands from these asse.ssees were of the. vath_
of only Rs 11.3 crores. The average income per head in x(s1
group‘worked out to Rs 5.600 and the average tax per hein
was only Rs 130. In the income bracket. bglow Rs 7,5(?0 :h_
average tax assessed was only Rs 80. Simiiar figures ulx ble
fncome bracket of Rs 5,000 and below, though not availal e.
will no doubt show the extreme smallness of the contributions

made by the lower income groups.

According to some revenue officials whom Mr Bhootha-

lingam consulted on this issue, “if work on petty assessments
is cut out, the improvement in the quality and speed with
which the remaining work can be done—e.g., by expeditious
disposal of appeals, better investigations, etc., will lead to
increase of tax collection by Rs 100 crores for some years
besides an immediate increase of gbout Rs 200 crores merely
by the finalisation of pending assessmenis.” -

It is thus obvious that the government would gain and
not lose revenue if a large number of small taxpayers are
freed from income-tax. We agree with Mr M. R. Masani who
advocated in the Lok Sabha on March 8, 1968, that the Finance
Minister should raise the exemption limit from Rs 4,000 1o
Rs 7,500 in the Finance Bill for 1968-69.

The subject of tax evasion has reccived wide publicity
in the press during the past few years though no one has
been able to gauge ils dimensions precisely. The Finance
Minister has introduced certain amendments in the Finance
Bill to minimise tax evasion. It is proposed, for example,
that henceforth payments made in businesses and professions
to relatives or associated friends will have to pass the test
aof “reasonableness” in order to qualify for reduction. The
“test of reasonableness” is a vague exXpression which may vest
the income-tax officer with arbitary powers. Such ambiguity
should have been avoided because it is likely to widen the
scope for the harassment of assessees who already have much
to complain of in this respect. On the other hand, certain

SHARING IN THE DEVELOPMENT

OF A SLEWABLE GONVEYOR

Southern Structurals Limited is in the picture at Neyvel

It is also putting up the steel strucfure for

M/s Buckau-Wolf's bucket conveyors at the mine-hgad.
Southern Structurals Limited also specialises

in design and tabrication work, radiographic test,
Pressed Steel and welded steelwork,

apart from wagons for the indian Raifways

SOUTHERN STRUCTURALS LTD,
GOC Building. Cathedral Road. MADRAS §

FDS$S$5902A
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concrete proposals made by the Finance Minister to plug
loopholes are welcome. For example, the stipulation that in
future (after a date to be notified later) all payments made
in amounts exceeding Rs 2,500 would be allowed as a deduc-
tion only if they are made by crossed chegques or by crossed
bank drafts is one the justification for which cannot be disputed.

A number of other small changes introduced in the Fin:nce
Bill are expected to tone up the taxing machinery and hence
we cannot but extend wholehearted support to them. In this
class particularly is the scheme to expedite tax assessments
through a reduction in the period of time limitation for com-
pletion of assessments from four years to two years. As a
corollary, the time limitation for making applications for
refund of tax will also be reduced to two years. If the income-
tax officers can be made to adhere to such a schedule there
is every possibility of witnessing substantial improvement in

- the taxation machinery.

Overall Impact

The ox\rerall impact of the changes introduced in persons;
taxation in the budget for 1968-69 is not large. The discon-
tinuance of annuity deposit scheme from the coming financial
year is estimated to bring in an additional Rs 18 crores because
no deductions hitherto made in income-tax in regard to deposits
required to be made under the annuity deposit scheme would
be available since no deposits will have to be made. Other
changes in personal income-tax would cause the exchequer a
loss of four crores of rupees with the result that the net
revenue accrual to the exchequer will be of the order of Rs
14 crores. As stated earlier. the room for manoeuvrability in
personal taxation in this country is not large; hence the
gains, if at all any, can come through making the taxation
machinery more efficient rather than through imcreased rates

March 15, 1768

of taxation. In fact, a reduction in the tax rates might inflate
the tax revenue by reducing the tax evasion.

The Finance Minister has come down heavily upon those
who tend to avoid taxes by concealing their income or wealth.
The penalties of income or wealth will be raised to 2 minimum
of 100 per cent and a maximum of 200 per cent of the con-
cealed income or wealth. The truth is that penalties constitute
a feeble cure for this malady, A more positive approach
should have been to reduce the rigours of taxation which
would have resulted in enhancement of tax collection. In
the budget proposals, the Finance Minister has, however,
stepped up the basic rates of income-tax on incomes between
Rs 1,00,000 and Rs 2,50,000 from the present level of 65 per
cent to 70 per cent. For incomes above Rs 2,50.000 the rate
has been raised to 75 per cent. Also, the ordinary wealith tax
on wealth in the slab Rs 10-20 lakhs has been raised by half
per cent from two per cent to two-and-a-half per cent and
on wealtn in the slab Rs 10-20 lakhs has been raised by half
cent. The increased penalties on concealment and enhanced
rates of taxation in the upper income brackets are measures
which are likely to defeat the very purpose that the Finance
Minister has in view.

For the simplification of the rate structure of taxes on
personal income. the Finance Minister has abolished the levy
of separate surcharges in relation to unearned and earned
incomes in excess of specified limits. At a time when the
government is anxious to revive the capital market, it is
necessary that some incentive should be provided for investing
in risk capital. The savings invested in industrial development
of the country should no longer be treated as idle wealth
and hence this is a step in the right direction, though some
objections can even now be taken in regard to the exemption
of income from rent.

Piecemeal Rationalisation

IN THE sphere of corporate taxation, the most significant
relief provided in the Finance Bill for 1968-69 is the discontinu-
ance of the dividend tax. Mr S. Bhoothalingam, in his final
report on “Rationalisation and Simplification of the Tax Struc-
ture” had presented a convincing case in favour of its aboli-
tion. The dividend tax was designed to discourage distribu-
tion of dividends of more than 10 per cent so that the corporate
sector retained profits for further development. It is doubtful
ihat the dividend tax did in fact contribute to greater reten-
tion of profits for development. With the removal of the con-
straints on the issue of bonus shares, the capital base had been
increased by issuing bonus shares and the liability for the
payment of the dividend tax had been avoided by many
companies. Consequently, the revenue yield from the dividend
tax was small and its potential was also limited. Mr Bhootha-
lingam came to the conclusion that ‘‘no identifiable good
comes out of the dividend tax and I would therefore recom-
mend that it be abolished as a separate instrument of corpo-
rate taxation”. It is right that the Finance Minister has accept-
ed this recommendation. The impact of this relief on 179
leading companies has been shown in the table on pages 461

and 462.

In Part B of his budget speech, the Finance Minister re-
marked that the reduction in surtax on company profits from
35 per cent to 25 per cent was intended “as a spur to efficiency.”
1t is tantamount to acknowledging that this tax acts as a brake
on the efficiency of a company. Having admitted its negative
effect, it seems illogical and unwise for the Finance Minister

not to scrap it.

It may be recalled that the surtax is a maodified version of
super-profits tax imposed by Mr Morarji Desai in his budget
{or 1963-64. While there was a temporary justification-—the emer-
gency created by the Chinese aggression on our northern
borders—which had brought into being such a stringent tax,

there is no need to keep it on the statute book now. Mr S.
Lhoothalingam has also come to the same conclusion in his
report. States Mr Bhoothalingam: “The more important
economic and social objective should be to secure the best and
more produclive use of capital. This is particularly important
in a developing country which needs quick development and
in which the scarcity of capital is likely to persist for a long
time.” Continuing, Mr Bhoothalingam states: “I am con-
vinced that the surtax in its present form or in any minor
variant of it cannot appropriately constitute a part of the
long-term tax structure. On the contrary, our objective should
be to devise a corporation tax system which, while bringing
in not less than what the various corporation taxes together
bring in now, will have a built-in potential for growth and
will throughout encourage the efficient and right use of capi-
tal.” The total yield from this tax is not expected to be more
than Rs 13 crores out of a total corporation tax of Rs 320.35
crores in 1968-69. There is thus hardly any justification in
keeping this tax on the statute book, especially as, at one
stage, its apologists were rash enough to attempt to rationalize
it on theoretical grounds by putting out the outrageous plea that
it helped to introduce an ‘element of progression into company

taxation as if a company's corporate fortunes are an index of °

its shareholders’ private economic circumstances.

The net impact of both these measures, namely, the abo-
lition of the dividend tax and the reduction in the surtax, will
be to reduce revenue for 1968-69 by four crores of rupees.

In addition to these two changes in the structure of cor-
porate taxation, the Finance Minister has also introduced cer-
tain refinements in regard to the regulation of entertainment
expenditure of both business and the professions. e has put
forward the view that the provisions for entertainment expen-
diture were usually circumvented by some companies through
suspense accounts operated by the employees. The Finance

March 15, 1968
" GAIN DUE TO ABOLITION OF DIVIDEND TAX

(Rs lakhs)

Name of Accounting Total Excess Dividend
company year dividends over tax @
(equity) 10% of 7.5% on
Paid-up excess

capital

(1) (2) 3) 4) (5)
Amar Dye-Chem Dec. 66 14.4 2.4 0.2
Andhra Valley Mar. 67 36.3 6.1 0.5
ACC July 66 2442 6.8 0.5
American Refrig. April 67 3.7 1.2 0.1
A. V. Thomas Dec. 66 1.5 1.0 0.1
Alkali & Chem. Sept. 66 93.0 49.6 3.7
Arvind Mills Dec. 66 30.0 20.0 1.5
Associated Battery Aug. 66 22.0 7.8 0.6
Atul Products Dec. 66 42.0 2.7 0.2
Assoc. Stone Qct. 66 3.7 1.9 0.1
Ahmedabad Cotton Dec. 66 5.8 1.3 0.1
Aluminium Corpn. Mar. 67 16.2 2.7 0.2
Anil Starch Dec. 66 10.0 6.0 0.4
Alembic Chem. Dec. 66 17.3 2.9 0.2
Aruna Mills Dec. 66 8.1 4.1 0.3
Anglo-French Textiles Dec. 66 5.3 2.3 0.2
Alumimium Ind. Mar. 67 27.8 4.7 0.4
Andhra Sugar Sept. 66 8.4 1.4 0.1
Asoka Mills Dec. 66 8.1 3.9 0.3
Bombay Dyeing Dec. 66 46.2 16.1 1.2
Burmah-Shell Ref. Dec. 66 567.0 421.6 31.6
Bombay Suburban Mar. 67 28.5 2.6 0.2
Birpara Tea Dec. 66 5.5 1.5 0.1
Belapur Sugar Sept. 66 21.2 14.1 1.1
Betjan Dec. 66 1.8 0.8 0.1
Bagalkot Cement Dec. 66 10.5 1.7 0.1
Blue Mountain June 67 9.2 0.8 0.1
Bombay Burmah May 67 48.2 14.7 1.1
Bh. Commerce Dec. 66 13.1 5.6 0.4
Bank of India Dec. 66 72.9 32.4 24
Brook Bond of India June 67 75.4 25.1 1.9
Bank of Baroda Dec. 66 36.0 16.0 1.2
British India Insurance Dec.66 - 3.5 15 0.1
British Paints Dec. 66 7.5 2.5 0.2
Ballarpur Paper June 67 17.9 3.6 0.3
Bengal Paper Dec. 66 12.6 4.2 0.3
Birla Jute March 67 29.9 10.0 0.7
Boots Pure Drug Dec. 66 8.4 4.2 0.3
Binani Metals Dec. 66 4.8 0.8 0.1
Century Dec. 66 103.8 75.7 5.1
Cooper Engg. June 67 17.9 3.0 0.2
Central Bank Dec. 66 95.6 48.2 3.6
Cochin Malabar Feb. 67 5.7 2.5 0.2
Cons. Coffee June 67 24.8 114 0.9
Canara Bank Dec. 66 16.7 5.6 0.4
Coffee Lands June 67 4.8 1.8 0.1
Chembra Peak Mar. 67 4.6 25 0.2
CAFI Sept. 66 56.3 31.3 2.3
Comml. Ahmedabad  Dec. 66 7.4 3.1 0.2
Colour Chem. Mar. 67 21.0 3.5 0.3
Dawn Mills Mar. 67 8.4 4.2 0.3
Dena Bank Dec. 66 15.0 2.5 0.2
Dunbar Mills Dec. 66 5.7 1.9 0.1
Delhi Cloth June 67 79.1 13.2 1.0
Dhrangadhra Chemicals Mar. 67 14.2 1.3 0.1
Dibrugarh Dec. 66 1.4 1.0 0.1
Duncan Bros. Dec. 66 14.3 2.4 0.2
Dishergarh Power Mar. 67 54 L1 0.1
Dalmia (Bh.) Dec. 66 32.6 14.0 1.0
Dharamsi Morarji Dec. 66 11.6 5.5 0.4
Dessai & Parbuttia Dec. 66 2.1 1.0 0.1
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¢Y) ‘(2) 3) 4 (5)
Elgin Mills Sept. 66 7.9 1.6 0.1
Electric Construection Oct. 66 12.7 25 0.2
Finlay Mills Dec. 66 8.1 2.1 0.2
Gokak Mills Dec. 66 12.3 3.5 0.3
Great Eastern Shipping June 67 36.0 18.0 1.4
Greaves Cotton Mar. 67 23.6 4.7 0.4
Gaekwar Mills Dec. 66 6.4 24 0.2
Godfrey Phillips Dec. 66 14.0 10.0 0.8
G. Arbuthnot Mar. 67 8.1 1.6 0.1
Guest, Keen, Williams Dec. 66 75.9 12.7 0.9
Gold Mohur Dec. 66 7.5 2.5 0.2
Hind Motors Mar. 67 102.0 20.5 1.5
Hindustan Gas Mar. 67 6.3 1.6 0.1
Hind. Wire Products Mar. 67 4.2 2.3 0.2
Hinghland Produce Dec. 66 3.4 1.6 0.1
Hind. Construction July 66 45.0 27.0 2.0
Hindoostan Spg. Mar. 67 6.7 1.9 0.1
Hind. Tractors Mar. 67 8.4 1.4 0.1
Hind. Ferodo Mar. 67 46.7 22.4 1.7
Indian Mercantile Ins. Dec. 66 5.2 2.0 0.2
Indian Dyestuff Mar. 67 27.0 4.5 0:3
Indian Carbon June 67 6.4 2.4 0.2
Indian Oxygen Sept. 66 55.4 9.2 0.7
Ind. Manufacturing Mar. 67 6.7 1.0 0.1
Indian Bank Dec. 66 13.3 4.4 0.3
Indian Overseas Bank Dec. 66 14.0 4.0 0.3
Ind. Cable Mar. 67 62.2 20.8 1.6
Ind. Explosives Sept. 66 70.3 223 1.7
Jayshree Textiles Dec. 66 12.3 2.5 0.2
Jagatjit Cotton Jan. 67 12.5 4.2 0.3

to
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GAIN DUE TO ABOLITION OF DIVIDEND TAX (Contd)

(Rs lakhs)

Name of Accounting Total Excess Dividend
company year dividends over tax @
(equity) 10% of 7.5% on
Paid-up excess

capital

H) 2) (3) (4) %)
Jessop Oct. 66 25.5 5.1 0.4
Kirloskar Elec. June 67 14.9 3.0 0.2
Kesoram Mar. 67 40.0 6.0 0.5
Kirloskar Oil Mar. 67 21.8 8.2 0.6
Killocott Dec. 66 4.2 2.1 0.2
Kalasa Tea Mar. 67 1.9 0.7 0.1
Kalpetta Estate April 67 3.0 1.0 0.1
Kil Kotagiri Oct. 66 3.6 1.3 0.1
Kesar Sugar Sept. 66 6.3 2.4 0.2
Kettlewell Bullen Dec. 66 6.4 2.4 0.2
Larsen & Toubro Mar. 67 39.6 13.2 1.0
Mukand Iron Mar. 67 21.9 3.7 0.3
Modi Spsg. Apr. 67 20.8 3.5 0.3
Morarjee Mills June 67 11.2 3.9 0.3
Mafatlal Fine Mar. 67 26.1 17.4 1.3
Maharashtra Sugar Sept. 66 20.8 113 0.9
Mohan Meakin Mar. 67 21.3 9.1 0.7
Mahindra & Mahindra Oct. 66 36.3 9.9 0.7
Mackenzies July 66 2.6 1.5 0.1
Methoni Tea Dec. 66 2.7 0.7 0.1
Malankara Tea Mar. 67 3.4 2.0 0.2
Maneklal Harilal Dec. 66 3.4 0.7 0.1
New India Assurance Dec. 66 91.2 68.4 5.1
Nelliampathy June 67 5.4 3.6 0.3
New Great Insurance Dec. 66 4.0 2.0 0.2
Nonsuch June 67 4.9 1.7 0.1
Nutan Mills Dec. 66 5.5 3.0 0.2
National Ecko Dec. 66 4.5 1.5 0.1
N. 1. Cables Mar. 67 27.0 13.5 1.0
National Rubber Dec. 66 11.9 2.0 0.1
National Tobacco Dec. 66 9.8 1.6 0.1
National Rayon Dec. 66 77.8 48.7 3.6
Nizam Sugar Sept. 66 13.2 2.2 0.2
New Shorrock Dec. 66 40.0 27.5 2.1
Ossor Estate Mar. 67 1.6 0.6 0.1
Phaltan Sugar Sept. 66 10.0 5.0 0.4
Premier Const. Dec. 66 35.0 24.7 1.9
Philips India Dec. 66 65.5 29.1 2.2
Periakaramalai Mar. 67 13.9 7.0 0.5
Panyam Cement Aug. 66 89 1.4 0.1
Puthutotam Mar. 67 2.1 1.0 0.1
Ptizer Dec. 66 59.7 34.9 2.6
Paper Products July 66 84 2.4 0.2
Philips Carbon Nov. 66 234 7.8 0.6
Rallis India Aug. 66 29.3 6.8 0.5
Rane (Madras) Mar. 67 3.7 1.2 0.1
Raymond Woollen Dec. 66 9.0 1.5 0.1
Raipur Mfg. Dec. 66 12.0 7.0 0.5
Rajagiri Rubber June 67 3.5 0.8 0.1
Rydak Tea Dec. 66 3.7 0.7 0.1
Ruby Gen. Insurance Dec. 66 6.5 3.3 0.2
Silver Cotton Dec. 66 2.6 1.3 0.1
Shree Gopal Paper Dec. 66 22.6 10.0 0.8
Star Textile Engg. Dec. 66 4.7 1.7 0.1
Smith Stanistreet June 67 5.4 2.4 0.2
Syndicate Bank Dec. 66 14.9 7.4 0.6
Standard Batteries June 67 5.4 0.9 0.1
Simplex Mar. 67 14.5 7.3 0.5
Standard Dec. 66 30.7 1514 1.2
Swan Dec. 66 9.0 3.0 0.2
Shaw Wallace Dec. 66 15.0 5.0 04
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(Rs lakhs)

(1) (2) 3 4) (G))
Svadeshi Dec. 66 15.8 4.8 0.4
Sassoon Spg. Dec. 66 18.2 9.1 0.7
Shri Digvijay Dec. 66 37.4 12.5 0.9
Shree Chengdeo Sept. 66 1.5 3.8 0'3
Sutlej Cotton Mar. 67 12.9 11.4 0'9
South India Insurance Dec. 66 5.0 2'5 0.2
Saurashtra Cement June 67 12.0 2.() 0'2
Spencer June 67 7.2 3:2 ().2
Sarangpur Cotton Dec. 66 14.3 8.3 0.6
Sayaji Mills Mar. 67 12.6 6.6 0.5
Saraspur Cotton Dec. 66 7.2 4.2 ().:3
Tungabhadra Ind. Sept. 66 4.6 1‘5 0"1
T. Maneklal May 67 9.0 42 0.3
Tarun Commercial Dec. 66 3.5 1.0 l).I
Travancore Ravons Dec. 66 18.9 6:5 ().5
Tgl(‘o Mar. 67 208.1 64.6 4.;3
Tisco Mar. 67 442 .4 56.6 4."
Tata Power Mar. 67 61.8 10.3 0;
Tomco Mar. 67 21.0 7.0 0.5
Tata Hydro Mar. 67 28.8 4.8 0.4
Texmaco Dec. 66 26.3 11'3 0'8
United Comm. Bank Dec. 66 36.4 8'4 0-6
Victoria Mills Dec. 66 4.8 1'3 0‘1
Vqltas Aug. 66 51.0 8.2 0'6
Wimco Dec. 66 45.4 4'1 0.';
Waterfall Estates June 67 6.6 19 0.
Wandleside National  Sept. 66 3.0 1.0 0.;
Total 5062.4 18982 14924

Note: Totals were taken before figures were rounded off

Source: Economic Times.

PYRAMID BRAND PORTLAND CEMENT
FOR ALL PERMANENT STRUCTURES

To make all your construction jobs as permanent as

pyramid.

PYRAMID BRAND PORTLAND CEMENT

which conforms to
[. S. SPECIFICATIONS

Manufactured by :

Panyam Cements & Mineral
Industries Limited
Cement Nagar P.O.,
Bugganipalli R.S.
Kurnool Dist.

Managing Agents :

PANYAM INDUSTRIAL AGENCIES PRIVATE LTD. |
Cement Nagar P.0., Kurnool Dist.

SPECIAL BUDGET NUMBER

farch 15, 1968 463
REVENUE FROM UNION EXCISE DUTIES
1966-67, 1967-68 AND 1968-69
430.50

L L

TOBACCO

o

STHER MANUFACTURED
goopst ¢

CHINERY AND
Y ANSPORT EQUIPMENT

FOOD AND BEVERAGES .

S0 100 150 200 250

RUPEES CRORES

#INCLUDING THE EFFECT OF THE BUDGET PROPOSALS

300

350




464 EASTERN ECONOMIST March 15, 1968

CORPORATION TAX ﬁ

INCOME TAX T

IMPORTS

EXPORTS

March 15, 1968 SPECIAL BUDGET NUMBER 465

Bill is therefore being amended so as to bring the suspense
accounts of employees within the purview of the entertain-
ment expenditure limitations. Also the present restriction in
the case of companies in relation to deductible expenditure on
provision of perquisites, benefits and amenities to their hig'her-
paid staff will be extended to non-corporate enterprises.
An alternative monetary limit of Rs 1,000 per month by way
of entertainment for each employee has also been prescribed.
The depreciation allowance and maintenance expenditure ad-
missible on residential accommodation and household equip-
ment such as refrigerators or air-conditioners provided to the
employees free of charge will be brought within the enter-
tainment limits. All these measures have a nuisance value
but are not likely to bring in any additional revenue to the

exchequer.

While the Finance Minister accepted the recommendation

of Mr Bhoothalingam regarding the abolition of dividend tax,
he has not accepted his suggestions for the simplification of
the complex company taxation in this country. The rates of
tax on companies.are governed by the following factors: (a)
whether the company is mainly engaged in industry or not;
(b) whether the company is “closely held” or not; (¢) whether
the total taxable profit exceeds a certain level or not; and (d)
whether the company is foreign or domestic. While the dis-
tinction between foreign and domestic companies is essential
for administrative reasons, there is no logic in applying differ-
ent rates of taxation to different companies. Mr Bhoothalin-
gam, in his final report, has recommended that the same rates
of tax should apply to all companies irrespective of how they
are held. It is possible that the Finance Minister is already
working out a general rate of tax for all types of companies
and he might put it into effect some time this year, though his
anxiety will be not to lose any revenue through this change.

Postal Tariffs : Should Extravagance Be Paid For?

WHILE THE Finance Minister has been considerate in en-
hancing the burden of indirect taxation, his proposals in reggrd
to the posts and telegraphs tariffs are by no means mild.
The upward revision proposed to be effected in the postal
tariffs (see details in the budget documents section) is expected
10 net Rs 24.7 crores additional revenue in a full year. The
increase in the telegraph tariffs is anticipated to bring in Rs
1.08 crores annually. Since the enhanced tariffs cannot take
place from April 1 as a notification giving effect to them can
be issued only when the budget is passed towards the close
of April or in the first week of May, the net additional revenue
from them during the next financial year may be of the order
of Rs 23 crores.

The sole justification for the proposed increases in the
posts and telegraphs tariffs put forth by the Finance Minister
is the heavy deficit which this department is currently incur-
ring, thanks to a sharp rise in its working expenses. The
current financial year is expected to close with a deficit of
Rs 22 crores. Next year the deficit may rise to Rs 24 crores
in the absence of tariff increases.

Notwithstanding the fact that the P & T Department has
been funttioning basically as a social service, opening un-
remunerative offices in the countryside and according conces-
sional tariffs on various services such as delivery of letters,
money orders, registered newspapers, it has all along been
considered a commercial undertaking in the sense that in its
overall operations it should pay its way. Further, there is
no denying the fact that our posts and telegraphs tariffs in
respect of most of the services provided by the P & T Depart-
ment compare favourably with corresponding tariffs in many
other countries (see table on page 466).

Tyagi Committee Report

The Tyagi Committee, whose interim report forms the
basis of the Finance Minister’s proposals has, in principle,
agreed with the view that the P & T Department ought to be
considereq, a commercial undertaking whose overall operations
should not entail any burden on the general revenues. Citing
the practice in other countries, the committee has the following
observations to make about the financial viability of the
various branches of the department :

“The committee considers that for the purpose of fixa-
tion of tariffs, effort should be made to attain, as far as
possible financial self-sufficiency within the postal branch.
Financial self-sufficiency should be aimed at for the telegraph
branch also. The telephone branch. which can afford to
work more on business lines, should on the other hand,
function in such a manner as to provide adequate surplus,
not only to cover losses, if any, in other branches, but also

to generate sizable resources for the development of tele-
communication services”.

Judged in the light of the above consideration, an upward
revision in the posts and telegraphs tariffs was called for.
It is, however, in regard to the quantum of the proposed
increases, especially in the case of those services which are
mostly used by the less affluent sections of the society, that
there arises a difference of opinion. The proposed increase
in the price of post cards from six paise to 10 paise and the
raising of the commission for money orders from 15 paise for
every Rs 10 to 20 paise for every Rs 10 up to Rs 200 and
30 paise for every Rs 20 beyond Rs 200 are indeed steep.

Cause of Deficits

To appreciate fully the overall burden proposed to be
imposed on the public for enabling the P & T Department
to pay its way, it is necessary to look into the causes which
have led to the department incurring heavy deficits in the
recent past. Two causes are primarily responsible for this.
These are: (i) the rapid expansion in the postal service and
(ii) the mounting staff costs. The expansion in the postal
service—there have been opened since Independence, over
75,000 new offices—has led to an increase in the number of
unremunerative offices. These offices entail an annual loss
of the order of a crore of rupees. The staff costs have gone
up due to successive increases in dearness allowance, overtime
allowance and introduction of such welfare measures as pro-
vision of medical facilities and children’s education allowance.
The payments to the P& T staff on account of dearness
allowance alone have gone up from Rs 3.48 crores in 1961-62
to Rs 10.6 crores in 1964-65 and further to Rs 23.35 crores in
1966-67. The budget estimates for 1967-68 placed these pay-
ments at Rs 26.49 crores. Currently, thanks to the three
increases granted in 1967, they should be aggregating over
Rs 30 crores. The expenditure on medical reimbursements -
has grown from Rs 67 lakhs in 1961-62 to over four crores:
of rupees and that on children’s education allowance from
Rs 35 lakhs in 1962-63 to nearly Rs 1.5 crores. The growth in
the overtime allowance has been equally sharp—from Rs 90
lakhs in 1961-62 to Rs 4.56 crores (budget estimate) in 1967-68. .

Instances cited by the Tyagi Committee suggest that ade-
quate vigilance is not being kept by the department on pay-
ments on account of overtime and medical reimbursement. A
clerk with a pay of Rs 240 per month, for example, is reported
to have been allowed to draw in October, 1967, a sum of Rs
975.20 as overtime allowance; the total amount drawn by him
during the first ten months of 1967 on this account amounted
to Rs 5,552.40. A munshi with a pay of Rs 98 per month is said
to have drawn Rs 286.90 as overtime allowance in the same
month, the total amount drawn by him as overtime allowance
between January and October, 1967, being Rs 1.908.20. As
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COMPARATIVE STATEMENT OF INLAND POSTAGE CHARGES IN VARIOUS COUNTRIES AS FOR THE FIRST SLAB

IN INDIA
(With their present equivalents in nearest paise within brackets)

Letters (15 gms.) Letter Postcards Printed Newspapers Money
cards papers (single copy) Orders
(50 gms.) (60 gms.) (Rs 10)
1. India (1967) 15 paise 10 P 6 P 10 P 2P 15 P
2. Australia (1967) 5 cents (42) 5 c (42) 5 c (42) 5¢ (42) 5 ¢ (42) 15 ¢ (126)
3. Canada (1967) 50 cents(33) - —_ 4 c (27) 3 ¢ (20) Complex 10 ¢ (67)1
rate structure
4. Ceylon (1967) 10 cents (13) T¢(9) Sc(6) 14 ¢(18)2 5 ¢ (8) 25 ¢ (32)
5. France (1967) 30 centimes (46) m 25¢(38) 20c(30) 5c¢ (8 60 ¢ (91)
6. Germany (Democratic Republic) 1956 24 Pfenning (34) — 12 P£(22) 8 Pt(14)3 g P1(16)4 20 P1(36)
7. Germany (Federal Rep.) (1965) 20 Pfenning (38) — 15 P1(28) 15Pf(29)5 Periodical 30 P1(56)
charge
8. Iraq (1966) 15 tils (31) — 10fils (21) 5 f (10) 21 (4) 15 ¢ (31)
9. Japan (1967) 15 yen (31) 15y (31) 7y (15) 6y (12) 3y (8) 40 y (83)
10. Pakistan (1967) 30 paise(47)6 — TP(1) TP(1) 2P(3
10 P (16)7 «® 0P Uns
11. Taiwan (1966) 1 Taiwan dollar = 0c(9 50c(9 2c @ Complex
(1'9? rate structure
12. UAR (1955) 10 milliemes (17) — 6m (10) 4m (7) Im (2 30m (50)9
13. UK (1967) 4 pence (30) 4 d (30) 3.d (23) 3d (23 5 d (38)10 2 shill-
ings (180)
14. USA (1967) 5 cents (38) — 4 cents(30) Complex rate structure 25 ¢ (188)
15. USSR (1952) 15 kopecks (125) - 10k (83) 3k (25) 1.2k (10)11 20k (187)
1. The first slab for M.O. in Canada is upto $0.99 and is charged a commission of 5 cents (33 P)
2. The first weight slab for printed papers in Ceylon is 1 ounce, the postage charge for which is 10 cents (13 P)
3. The first weight slab for printed papers in German Democratic Republic is 20 grams, the postage charge for which
is 6 Pt (11 P)
4. The first weight slab for newspapers in German Democratic Republic is 30 grams, the postage charge for which
is 6 Pt (11 P)
5. The first weight slab for printed papers in Federal Republic of Germany is 20 grams, the posta h
which is 10 Pt (19 P) ’ ge charge for
6. The first weight slab for letters in Pakistan is a tola, the postage charge for which is 15 paise (24 P)
7. The postage rate between East and West Pakistan for a single postcard is 10 paise (18 Indian Paise)
8. M.O. Commission in Pakistan (16 paise for cvery Rs 10) is subject to a minimum charge of 30 paise (47 P)
9. M.O. Commission in UAR (10 m per £ E) is subject to a minimum charge of 30 m (50 P)
10. The first weight slab for newspapers in UK is 2 oz, the postage charge for which is 3 d. (23 P)
11. The first weight slab for newspapers in USSR is 50 grams, the postage charge for which is 0.6 K (5 P)
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A down-to-earth question from 1,368 km. above.

WH ERE ON This is Parryland*, the land of fertilisers,

§DSEIDS7IB

pesticides, sugar, confectionery, chemicals and ceramics,
as well as a number of well-known agency lines
in engineering, pharmaceuticals and consumer products.

Parry's—in the picture for 179 years.

* This picture of Peninsular India was taken from America’s Gemini It while in orbit.

3 E.'-D.-PARRY lTD., (Incorporated in England. The liability of members is limited.)
% Dare House, MADRAS-1.

467




468

EASTERN ECONOMIST

March 15, 1968

FOR GOOD LIGHTING ECONOMY 1S NOT THE CRITERION

Efficient and effective lighting must be carefully planned. It is not sufficient to calculate the"

total quantity of available light, or the intensity in a given direction, without first checking the
effectiveness of the system. Skimping on the number of flgtings results in unequal distribution
of light, causing areas of dimness or glare. The key to efficiency is evenly distributed glare-
free lighting. Planned lighting reduces a8 major source of irritation—you produce more—you
earn more.

MAKE YOUR MOTTO =~ LIGHT MORE LIGHT

{6 THE CALCUTTA ELECTRIC SUPPLY CORPN. LTD.,,
gm;ﬁifﬁmm Victoria House, Calcutta-1
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regards medical reimbursements. a postman in the pay scale
of Rs 75-95 is reported to have drawn Rs 2,220.62 on this
account in September, 1967, and a total of Rs 8,460.50 between
April and October, 1967. A LSG clerk with a basic pay of
Rs 335 drew in August, 1467, Rs 1,958.95 as medical reimburse-
ment, the total amount drawn by him between April and
December, 1967, being Rs 10,481.55. These cases apparently
suggest not only lack of vigilance on the part of the depart-
ment, but even collusion among some members of the staff.
It may be pointed out here that for some categories of staff,
the normal rules of overtime allowance under which payment
for overtime should not exceed 33 per cent of the basic wage

are not applicable.

The Finance Minister should not expect the general public
to pay for the lack of vigilance on the part of the department.
Apart from the economies that can be effected through the
exercise of vigilance on the unduly growing expenditure on
medical reimbursement and overtime, there is apparently a
good deal of scope for effecting economies even otherwise.
With a view to bringing down expenditure, the Tyagi Com-
mittee, even in its interim report, has made a number of
useful suggestions. It is regrettable that, while the Finance
Minister has stepped up the posts and telegraphs tariffs on the
basis of the case made out in this report, he has not cared
to make a mention of the economy and efficiency measures
suggested in it.

Unremunerative Post Offices

The Tyagi Committee has taken note of the observations
of the Estimates Committee, 1960-61, in its 110th report, that
“the government may examine whether the losses incurred
by the department in the implementation of social obligations
of increasing the postal, telegraph and telephone facilities in
rural and remote areas etc., should be met from the general
revenues” and also the objections of the P& T department
to this suggestion—the department feels that the proposed
step is not warranted in the interest of incentive for
minimising loss. Its own recommendation is that the depart-
ment should review its policy towards unremunerative offices
and “fix the maximum trial period and the hmits of loss for
such offices more realistically”. In the committee's opinion,
normally a period of “four years or so” should be enough for

assessing whether a post office has developed traffic and has

become remunerative, as against the l0-year period allowed
at present. The committee feels that the opening and continu-
ance of unremunerative offices should be subject to a minimum
guaranteed income, the minimum, however, has not been sug-
gested. In view of the fact that since Independence more than
75,000 post offices have already been opened and there has
also been a fairly rapid expansion in the telecommunication
facilities, the time apparently has come io consolidate the
progress already made. Further rapid expansion in postal
and telecommunication facilities may have to be deferred.

Substantial economies can be effected by the P & T Depart-
ment by implementing without delay several other recom-
mendations of the Tyagi Committee. These include: (i) the
fixing of appropriate efficiency norms, (ii) the constant
gerutiny ol the fluctuations in tariff in particular areas; (iii)
a reduction in the number of deliveries of unregistered mail
(as against only two letter deliveries a day in urban areas and
generally one in rural areas in most of the advanced countries
and three in the London Head Districts, the number of deli-
veries in the larger cities in India is four a day and in the smaller
towns three); (iv) combining of the deliveries of accountable
and unregistered articles as far as possible; (v)  resorting
te “bulk entry system” for registered articles; (vi) encourag-
ing more and more people to collect their mail from post
offices: and (vii) rationalising and reducing the clearance
of street letter boxes. An interesting revelation made by the
committee is that the Nasik security press levies a profit of
10 per cent on the cost of stamps and postal stationery supplied
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to the Posts and Telegraphs Department. This. the committee
notes, is in addition to the depreciation of plant and machinery
and an element of interest which are included in the working
out of the cost of supply. The committee suggests that it
should be examined whether or not this percentage is high.

By concerted efforts at economising, as suggested by the
Tyagi Committee, the expenditure of the Posts and Telegraphs
Department apparently can be reduced considerably. Where
then is the justification for imposing such a heavy burden
on the public as has been proposed by the Finance Minister?

Coming to the specific proposals of Mr Desai relating
to the increases in the prices of post cards and letters
and in money order commission, the three services together
accounted for over 80 per cent of the loss suffered by the postal
wing of the department in 1967-68—Rs 14 crores out of
approximately Rs 16 crores. The post card service was res-
ponsible for a losc of nearly Rs 10 crores. the inland letter
service for Rs 2.1 crores and the money order service for
about two crores of rupees. The loss per unit of these services
in 1967-68 is estimated as follows:

(i) Post card : Cost of handling and delivering 12.86
paise; price cix paise.
(ii) Inland letter : Cost 14.01 paise, price 10 paise.

(iii) Money orders : average expenditure per money
order one rupee; average revenue 82 Raise.

In 1957 when the price of post card was five paise, the cost
of handling and delivering it came to 7.5 paise. In 1963,
when the price was raised to six paise, the cost amounted lo
8.5 paise. The cost of delivering an inland letter at the time
of its introduction in 1950 at a price 14 annas (nine paise)
came to 7.5 paise. The average revenue from the money order
service per unit amounted to 60 paise in 1957, as against 77
paise cost.

The above growth in the costs and the nceds of the decimal
system perhaps may suggest that the Finance Minister’s pro-
posals are appropriate. But in view of the additional burden
likely to tall on the less affluent sections of the community,
the rounding off of tariffs into multiples of five ought to have
been deferred. Taking into consideration the scope for eco-
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nomies in expen-iture and the Tyagi Committee's recom-
mendation that the cost of the post card service should not
be subsidized to more than 40 per cent, the raising of the price
of post cards from six to eight paise should suffice for the
present. The price of inland letters can be fixed at 13 paise
for the time being. while efforts are made to effect economies
and reduce costs in the department.

‘ As regards money orders, the Tyagi Committee is in favour
of the feasibility of a separate charge for acknowledgements
being explored. The committee has noted that over 50 per
cent of complaints in respect of the money order service
relate to non-receipt of acknowledgements and it is hopeful
that the levy of a separate charge should reinforce the depart-
ment’s sense of responsibility. Meanwhile, the present rate
of 15 paise for every ten rupees may be kept undisturbed in
respect of amounts up to, the first 25 rupees.

Apart from the above three services, several other ser-
vices of the postal wing of the P& T Department also entail
loss. The extent of the loss in 1967-63 is shown in the follow-
ing table:

(Paise)
Service Cost per  Revenue per
article article
Itegistered Newspapers ... 15 4
Parcels ... 151 115
Registration . - ... 83 60
Book Post .13 11

Only envelopes and unpaid (bearing) letters throw up
surpluses. The profit on envelopes comes to six paise a unit
which weakens the case for the sharp increase proposed to be
effected. from 15 paise to 20 paise.

The registration, parcel and book post services obviously
should pay their way. The parcel service, as the Tyagi Com-
mittee recommends, should yield some surplus as well. Re-
gistered newspapers ought to be. treated at par with book
post. The proposed tariffs do not accord with these principles.
Mr Desai ought to take a second look at them.

Indirect Taxes —An Exercise in Restraint

IN PRESENTING his indirect taxation proposals for the next
financial year, Mr Morarji Desai has, indeed, exercised com-
mendable restraint. Had he followed the philosophy he had
enunciated in his last year's budget speech, ie., avoidance of
deficit financing, he apparently could have administered a
much larger dose of fresh excise and customs levies than he
has done. Even though he has disclosed for the next year an
overall deficit of Rs 315 crores, the new excise levies he has
proposed and the enhancement of some of the present excise
and customs duties, on first look, are anticipated to bring in a
net additional revenue to the extent of Rs 55.73 crores—Rs 59.56
crores additional taxation minus Rs 3.83 crores concessions
given while presenting the budget. But in assessing the new
burden of excise and customs levies, allowance has got to be
made to the abolition or scaling down of the export duties on
jute manufactures, tea, coir manufactures and leather goods
announced on February 7. This entailed a loss of nearly
Rs 18.83 crores to the exchequer.

Further, as much as Rs 10.13 crores additional revenue next
year is expected from an upward revision in the excise duties
on petroleum products under the Mineral Products (Additional
Duties of Excise and Customs) Act of 1958. The main pur-
pose of this Act is not to impose any additional burden on the
consumer or the producer, but to mop up certain amounts from
the oil companies which even otherwise should belong to the

exchequer. These amounts accrue on account of such factors
as the oil companies being able to import crude oil at discounts
higher than agreed to in a particular period, smaller expendi-
ture on ocean freight, etc. If the above two facts are taken into
consideration, the net additional burden of indirect taxes pro-
posed for the next year amounts to only about Rs 27 crores,

Unlike last year when he had attempted to raise large
additional revenue—to the extent of nearly Rs 70 crores—from
only five commodities (cigarettes; motor spirit; rayon and
synthetic fibres and yarn; cotton twist, yarn and thread; and
aluminium), Mr Desai has endeavoured to spread the next
year's burden (nearly Rs 26 crores) on a much wider range
of commodities (see details in the budget documents section).
He has selected six items for imposing new excise duties.
Besides, the existing levies have been raised on five items. The
six new items included in the list of excisable goods are: (i)
confectionery and chocolates; (ii) artificial leather cloth, rexine,
ete.; (iii) embroidery: (iv) valves and transistors of wireless
sets; (v) steel furniture, and (vi) crown corks. In the case of
confectionery and chocolates, embroidery and steel furniture,
the excise duty is to be levied on the organised sectors of these
industries where manufacture is undertaken with the aid of
power.

The items on which excise duties have been raised signi-
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ficantly are unmanufactured tobacco, jute manufactures and
refrigerating and air-conditioning appliances. In the case of
paper, the modest increase in revenue (Rs 15 lakhs) expected
next year is on account of withdrawal of exemption from the
levy of special excise duty on coloured varieties of printing

and writing paper (other than bleached and tinted). The in- i [:0RPOR A‘l‘lnN

crease in the excise duties on certain cotton fabrics is more than :

counterbalanced by the relief granted in the duty on cotton :

yarn. The readjustment in the rate structure in respect of 0': lNDIA

cotton yarn and fabrics, as the Finance Minister has observed. :

is in response to the representations received from powerloom .

weavers that the burden of the excise duty on cotton yarn of X (Incorporated under the Industrial Finance Corporation
fine and sugerﬁne counts was rather hea'_v'y on .the weaving ih Act, 1948 (XV of 1948)

stage. The increases proposed in the excise duties on some i

roducts, apart from the above five commodities, as l'
gf:::(lieugrl[;er. need L;xot be taken into consideration while ESTABLISHED IN 1948
assessing the impact of the additional burden of indirect taxes Y . .
imposed by the Finance Minister. i
! Head Office : Burmah-Shell House (Annexe II),

In the field of customs. the additional revenue of Rs 19.3 Connaught Circus, New Delhi.

crores is proposed to be collected to an estimated extent of Rs 15.5 Branches : Bombay. Calcutta, Madras
crores by raising the basic import duties on (i) cassia and Ilix : . , .
cinnamon; (ii) cloves; (iii) liguors; (iv) several chemicals; (v) H . .
steel ingots and certain alloy and special steels; and to the ;. Paid-up Capital: Rs. 835 crores.
tune of Rs 3.8 crores by increasing countervailing duties as a !

UNBROKEN sequel to fresh imposition or enhancement of excise duties. . Reserves: Rs. 8.11 crores.

TRADITION ' l . :
No Serious Objection | Assistance sanc-

" . ] i  tioned upto 31-12-1967: Rs. 299.42 crores.
Although the choice of the commodities on which the ]‘

burden of excise and customs duties has been enhanced or on b .
which the excise duties have been imposed for the first time | Assistance dis-

OF has been criticised in some circles, no serious objection can be i bursed: Rs. 251.58 crores.
: taken to Mr Desai’s preferences or even his prejudices. Most 15"
NEARLY of these commodities do not enter mass consumption. Even ! Total assistance

it the.y do, as is the case w1.tt‘1 tobacco, there is justification for g” outstanding on
selecting them to net additional revenue for the exchequer. !‘;
The increased burden of the excise levy on tobacco is justified I 31-12-67: Rs. 177.59 crores.
on health considerations. The profit margin in the case of cassia, i
cinnamon and cloves which are commonly used in the kitchen, i IFC specialises in supplying Indian Industries with
apparently is substantial. The modest increase proposed in the Uj medium and long-term capital. Its activities include— g
customs duty on chemicals too cannot be objected to as the im- i ) ' '
pact of this on the industries consuming these chemicals is insig- i
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chemicals are used for the manufacture of drugs, medicines, 1‘] rupee currency; i
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association has pleaded that the duty should be reduced to five
per cent and the government should fix the tariff value of
standard items of furniture.

The increase in the excise burden on refrigerating and
air-conditioning ecuipment and accessories has come in for
criticism on the ground that the industry is at present passing
through a recession. To counter the recession efforts are being
made to build up exports. The proposed 50 per cent increase
in the excise levy will hamper the process of recovery f{rom
the recession.

The above criticisms clearly indicate that the main objec-
tion to the imposition or enhancement of excise duties on
steel furniture and refrigerating and air-conditioning equip-
ment is on account of the gquantum of burden imposed. There
seems to be a case for the scaling down of the additional
burden on the two commodities. As regards steel furniture,
there is also a case for the refining of the definition of the
furniture to be taxed as well as for granting rebate of duty
on the purchases of the welfare bodies such as hospitals and
educational institutions, the financial position of majority of
which is not comfortable.

So far as jute goods are concerned there may be a justi-
fication for the increase in excise levies on them in the inter-
est of releasing larger surpluses for export. But this
packaging material obviously is equally important for the
home market. The effect of the increase in these duties can
be the offsetting to some exient of the relief got by the nation
Ifrom the bumper crop this year.

The relief granted to the small ore-based aluminium manu-
facturers whose clearance of aluminium in whatever form does
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not exceed 12,500 tonnes is obviously judicious. It was called
tor after the sharp increase in the excise levy last year. In
the interest of avoiding discrimination between the s'mall and
the major producer, however, the concessional rate of duty
ought to be extended to the first 12,500 tonnes of aluminiun‘\
clearances of the major producers as well.

. Of substantial significance in the field of indirect taxation
is t}.1e proposal of the Finance Minister to extend the scope of
audit type of control to all manufacturers, big or small. with
the exception in respect of a few excisable
which present complications in assessment or
substantial movement in bond.

commodities only
where there is a
' This system of control en-
v1‘sages the removal of excisable goods by manufacturers
attgr selifjassessment without physical control by the central
excise officers at the time of such removal of goz)ds. Periodi-
cally, the excise department personnel will check the veracity of
the ac:counts of manufacturers. This measure should help to
keep in .check the cost of collection of excise duties. It will
als'o obviate a good deal of harassment to the manufacturers.
Wlth the reposing of increased trust by the Finance Minister
in manufacturers, their declarations and accounts
priate that he should have thought of enhancing‘
ment for evasion of excise duties,
excise law, the penal provisions for departmental adjudication
provide only for confiscation of the offending goods, if avail-
able, and a maximum penalty of Rs 2.000. It is proposed to
make these penal provisions sufficiently deterrent by providing
in the new rules for confiscation of land, building plant,
machinery and excisable materials, if the manufactur;ar, pro-
ducer or warehouse licensee removes the excisable goods un-
authorisedly and does not satisfactorily account for all such
goods m;}nufactured or stored by him or does not apply‘ for
the required licence for manufacture or production of excis

it is appro-
the punish-
Under the existing central
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travenes any rule with an intent to evade
st the majority of manufacturers should
suffer on account of the misdeed of a few. the gssocxatlons or
manufacturers and traders will do well to exercise who}esome
influence on their members to make this system of audit type

of control a success.

able goods or con
payment of duty. Le

The Finance Minister obviously could not change the
pattern of indirect taxes drastically as §uggested by the former
Secretary of the union Ministry of ?‘mgnce. Mr .S. Qbootba-
lingam, in his final report cn rationalxsat.lon and simplification
of the tax structure. This report submxtted. towards thg end
of December last, indeed. recommends Z.i radical change in t.he
tax system, especially in so far as excise and customs duties

are concerned.

So that the growth in the national income may augment
government revenues automatically, Mr Bhoqthalmgam‘has
:uggested the replacement of the present excise levies in a
: years by a 10 per cent general ad valorem excise

eriod of five ;
i ems of production with the exception of 14 com-

duty on all it
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modities. The exempted commodities. tea, coffee, unmanufac-
tured tobacco, sugar, mineral oils and their products, cotton
textiles (yarn and fabrics), rayon (yvarn and fabrics), cigaret-
tes, matches, iron and steel, motor vehicles, tyres and tubes,
cement and paper. A separate treatment in regard to these
commodities has been suggested in the interest of revenue
considerations and some policy objectives such as restraining
¢l consumption.

In regard to customs duties, Mr Bhoothalingam has re-
commended that process of simplification and rationalisation
initiated in 1965 should be carried to its logical conclusion.
Except for a few luxury items lika watches, jewellery, alcoholic
beverages and perfumes, there should be only three or four
rates of duties. In calculating “drawbacks” for exports, the
government should take into account all the taxes and levies.
While these proposals may help in considerably simplifying
the structure of indirect taxes, their major defect is that they
do not make any distinction between essential and non-essen-
tial commodities. This distinction cannot be dispensed with
in the prevailing circumstances in the country.

Budget and the Businessmen

THE DIFFERENT ways in whigh the stock exchanges in .the
country have reacted to the blrtpday pre_sent to the natlpn
of Mr Morarji Desai, Deputy Prlme.mestexj anq the Min-
ister of Finance, denote the difficulties of dlgestmg. all the
details of the budget, especially when first reactions are
based—as they must needs be——on what the news agency
tickers carry. This year, the posxthn was re_nd.ered. difficult,
as the Finance Minister left some things unsaid in his .bgdget
speech as, for example, the borrowing prc.)gr.amme during the
budget year (1968-69). apart from 'resmctmg the scope of
the Finance Bill only to changes in. mcoxpe-tax law in rega}-d
to which delay would have been inadvisable, as he pu} it.
Nevertheless, there was one thing common to all the reactions,
notwithstanding their varying nuances. It was that one more
opportunity has been lost by the gpvemment to redu‘c'e its
mounting non-developmental expenditure. .The corrosive of
unbridled deficit financing is so well rec_ogmsed by all sections
of the population today that the pubhc demand for drasu.c
economies has not spared even estimates of defeqce expendi-
ture. once supposed 1o be not only beygnd scrut.my but not
al all amenable to any cuts. In fgct. mauguram’lg ‘the last
annual general meeting of the Indian Merchants Chamb_er.
Bombay, Mr J. R.D. Tata went so far as to suggest exploratlgn
of the possibility of a reductlon.of some Rs 100 crores in
defence expenditure by the adoption of more mpdem techni-
ques. But, unfortunately, on the plez?‘ once again of absence
of scope for manoeuvring, Mr Morarji Desax. has chosen not
{o maintain the present level of expendltur‘e but to step
it up. albeit slightly. Thus. on the revenue side, tota.l ex-
penditure for 1968-69 has been put at Rs 2.623 crores (orlg?nal
pudget estimate for 1967-63 was Rs 2.443 crores, t_he revised
figure for that year being Rs 2.482 crores). while on the
capital side, the 1968-69 total of Rs 2.078 crores compares
with Rs 2,017 crores (original) and Rs 2,115 crores (revised)
for 1067-68. In the aggregate, then, the latest grand total
expendituge estimates are higher by Rs 241 crores and R(s1
104 crores compared to the orlgmal. estimates and the revise
estimates, respectively, for the previous year (1967-68).

just

In the face of these figures, it is diﬁi(;ult to u.nderstar?d
the claim of Mr Desai that “the expengxture estimates in
totality have been contained.” For. both in the currgnt year.
and in the budget year. the country has been faced .w1th largge
deficits—Rs 300 crores in 1967-68 and Rs 290 crores in 1968—6(1.
The Finance Minister may apply the unction tg .hxs soulrzta;')1
say that the deterioration in the budgetary position has little

ith unexpected increases in expenditure, but he cannot
:gegzb;’ wish away or dispel the disastrous consequences of

deficit financing. Created money not only causes prices to
rise further, but eats into goods exported (thus nullifying
efforts to boost exports) and makes for increased imports
(thereby worsening the balance of payments position). Only
the utmost financial discipline on the part of government,
both at the cenire and in the states, coupled with a liberal
measure of self-denial on their part, will arrest the rising
trend in expenditure. That there is need for both is amply
borne out by the recent reports of the Public Accounts Com-
mittee on the appropriation accounts for 1965-66 of the defence
services and defence production presented to Parliament op
the budget day.

Arresting the Decline

The studied reactions of the stock markets are invariably
in dire¢t proportion to reliefs and concessions given in the
budget to encourage capital formation in the private sector.
What Mr Desai has done—by way of rationalising some
anomalies in the present tax structure, such as abolition of
the annuity deposit scheme, making the first Rs 530 of dividend
income free of tax, and removal of the artificial distinction
between earned and unearned incomes and of the tax on
excess dividend distribution—according to shrewd investors.
is just enough to arrest the declining trend but not to revive
the capital market, much less the economy. These circles
feel the basic corporate taxation is still at the highest level.
higher than in any other country, notwithstanding the welcome
small mercy of a ten-point reduction in the surtax rate. while
rates of income and wealth taxes, very high and applicable
al relatively lower levels than in other countries even as they
are, have been further stepped up. It is mostly the people
who pay income-tax and wealth tax that are really in a
position today to save and invest, not the middle income group
or even the highly pampered organised industrial labour.
thanks to inflation. It is the considered opinion of eminent
chartered accountants and tax experts that the Finance Minis-
ter could well have offered several incentives which would
not have involved a heavy loss of revenue. Dr R. C. Cooper.
for instance, listed a few of these, including removal of addi-
tional tax burden on closely held companies and compulsory
distribution of profits and abolition of surtax and 10 per cent
surcharge on corporate and individual incomes. He also
favoured a realistic ceiling on total direct taxation. However.
the market was appreciative of the incentives for agro-based
industries, for export efforts and for dividends, royalties. etc..
earned by Indians in foreign countries,

Both the cotton mill industry and the jute mill industry
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feel disappointed, if not despondent, that the authorities have
still not been able fully to appreciate their sorry plight. If
the former interests blame the Finance Minister for not show-
ing any consideration to the composite mills which are experi-
encing a crisis on account of consumer resistance (this they
attribute, in the main, to the very high rates of excise duties
on cotton textiles). jute interests are aghast that the rates of
basic duty on hessians and other jute manufactures are pro-
posed to be raised in the guise of discouraging internal
consumption and encouraging exports. They feel that this
is like taking away with the left hand what was given with
the right hand; it is only recently that the industry had
some relief after repeated pleadings, by way of reduction in
export duties.

Welcome Proposal

The Finance, Minister’s proposals to check tax evasion and
concealed income and wealth have been generally welcomed,
but the minimum penalty suggested, it is argued, is against
the principles of justice and equity, inasmuch as it leaves no
discretion to the judiciary to distinguish between a genuine
mistake and a deliberate lapse. Similarly, while there is
appreciation of the admiristrative instructions proposed to be
issued to the eftect that the same value shall be adopted
for an asset for the purposes of income-tax, wealth tax, gift
tax and estate duty, there are apprehensions about the proposed
organisation for valuation of lands, buildings and other assets.
It is feared that it might turn out to be yet another source
of bureaucratic corruption. It may be noted here that assess-
ments of independent expert valuation firms have been seldom
questioned even by the highest judicial authorities,

Mr Desai has himself admitted that one of the contributory
factors to the large deficit finance this year (1967-63%) is the
overdrafts by states, but the way he has sought to discourage
them is strange. Instead of crying a halt to the trend he
has heen condoning the overdrafts and even allowing fresh
overdrafts. He first gave (in March 1967) Rs 55 crores to
some states to enable them to clear their overdrafts with the
Reserve Bank of India before the financial year closed, but
that was not the end of overdrafts by state governments. In

Stock Exchanges

FOR THE first time in several years, the Deputy Prime Minis-
ter, Mr Morarji Desai, has made a serious attempt to revive
the capital market and refrained from levying taxes, which
would have an upsetting effect on the calculations of the
corporate and individual assessees. But he could have been

more courageous in his upproach to taxation problems as it .

is wrong to think that a cheaper money policy alone will
deliver the goods. Probably Mr Desai will rationalise the tax
structure in a thorough manner when presenting the budget
for 1969-70 with a view to giving the necessary support for
the fourth Plan after studying the recommendations of Mr
Bhoothalingam, of the Public Accounts Committee in its 17th
report and the Administrative Reforms Commission. But
nothing prevented him from going back to the level of taxation
relating to corporate and personal incomes that prevailed
before Mr Sachindra Chaudhuri presented his budget in Feb-
yuary 1966. What is needed in the present context is a bold
policy which will revive activity in the private sector with
strategic tax reliefs and cheaper money.

It should be said that Mr L. K. Jha, Governor of the
ank% of India, has done better than Mr Morarji Desai
. deeiding o effect a reduction in the Bank rate by one per
m to five per cent. Even in August last year it became
‘n,t {hat there was a calculated retreat from dear money
cear, st as in the earlier days multi-tier interest rates were
and U borrowing by the member banks from the central
chur_zz'(?dA 1.n titution. & duel Bank rate has been in operation
b”n};ngp:;ts eight months. The special discounting tacilities
in the

Reserve B

ce
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May 1967, again, the Finance Minister made a provision of
Rs 50 crores for the purpose. Actually, at the end of the last
fiscal year, the total of such accommodation went up to Rs
113 crores, and yet, even today, there are states continuing to
run overdrafts merrily. And why should they not when they
have a union Finance Minister (whom they are never tired
of criticising for not being liberal to ther states) who has
provided a further Rs 50 crores in the current year's revised
estimates in the name of safeguarding the states’ plans? [f
Mr Desai thinks he can stop this financiual delinquency by
such pious statements as “we cannot allow u similar situation
to develop next year also”. he is mistaken. Morcover, so long
as the centre itself is unable to stop overdrawing on the
Reserve Bank, it will not be possible for any Finance Minister
to enforce financial discipline on the states. Indeed, this is
precisely the reported reaction of the Kerala Chiet Minister
to Mr Desai’s moral indignation.

There is one statement in Mr Desai’s budget speech that
deserves to be prominently featured. It is this: ‘“Increased
productivity per acre is essential if adequate returns to the
farmer are to be reconciled with reasonable prices to the
domestic consumer and competitiveness in export markets"
(emphasis ours). For the first time and in such categorical
terms we find here that prices must have some regard to
what the consumer at home and the importer abroad can
or is prepared to pay. This is. indeed. price-consciousness
with a vengeance. Belated though it be, it is not too late yet,
“given the right policies”. to quote Mr Desai, right policies
notl only by the government but also by the trade unions and,
of course, by the managements as well. Investment circles
were wondering why the Finance Minister had not made the
usual reference {o market borrowings until they got all the
budget papers. The explanatory memorandum on the budget
for 1068-69 discloses that credit is taken in capital receipts
under “Public Debt in India” for Rs 300.70 crores which in-
cludes two new loans amounting to Rs 370 crores. Against
this, the provision for total repayment ol debt is Rs 244.40
crores, which means a net retention of less than Rs 56 crores.
But it will cushion at least to this extent the impact of a
Rs 290-crore deflcit.

Turn Cheerful

provided by the lender of the last resort have not, however,
had the desired eflect and the 1967-63 busy season has
turned out to be rather dull in spite of a record output
of food and cash crops and anticipations regarding a
revival in industrial production. There has been no aggres-
sive demand for funds and it was thought that cheaper credit
should be made available to the borrowers for expanding their
activities, The Bank rate has been cut by a full one per cent
instead of the anticipated 4 per cent. in the middle of the
season, which is rather unusual. It has not been done at
any time in the past. In fact on the three occasions in former
years, when there were changes in the Bank rate, they were
in the upward directions and not downward. The structure
of interest rates relating to advances and deposits has also
undergone a consequential change, But it has not been possible
to reduce interest rates to the fullest extent of the decline
of the Bank rate as the profit margins of the lending institu-
tions would be unduly affected otherwise. If Mr Jha's thinking
in recent months is any guide, it will not be surprising if
after some months there is a further drop in the maximum
lending rate of member banks to nine per cent. There may
also be a further lowering of deposit rates for shorter
periods.

It is difficult to say just now what exactly will be the
impact of the latest development on industry and trade and
whether the current busy season, which has still to run a
course of eight weeks, will become certainly active. The stock
markets, however, have turned active and boom-like conditions
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CAN WE
AFFORD TO
WASTE

™~

Over 450 million mouths to feed...yet almost 25% of India’s fruits and vegetables go to waste
due to spoilage between field and kitchen. The reason? A cabbage or a carrot has miies
to go before it's eaten. By that time, the blazing heat has done its damage.

HINDUSTAN LEVER studied the problem...con-
sulted Unilever food experts...then made a
beginning by setting up a modern dehydration
plant at Ghaziabad.

Why dehydration ? Because it's practical, easy
to handle, inexpensive. Dehydration takes the
water out, seals the freshness in. In fact, dehy-
drated foods stay fresh whatever the season.
They take so little space that transportation is
easy. And they need no refrigeration, no special
storage facilities.

Dehydration is HINDUSTAN LEVER's contribution

to the national effort to produce more food and
make the most of what is available. The farmer
will grow more now that he can count on steady
prices and an assured market. And less will
be wasted, because more will be processed
and preserved. From all this will flow new pro-
ducts and therefore new opportunities.

The housewife is already familiar with oyr
dehydrated vegetables. Plans are afoot for offer-
ing her a greater range of such foods. The day
will break brighter tomorrow...with a little lesg
of care, a little more of joy.

TODAY AND TOMORROW... HINDUSTAN LEVER SERVES THE HOME

Lintas- HLusen. 3.205
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revailed in Dalal Street and Lyons Range, immediately after
t was known that there had been a lowering of the Bank
ate. The tax proposals announced by the Deputy Prime
finister in Parliament on February 29, did not evoke any enthu-
iasm as it had been hoped that there would be a substantial
eduction in direct taxes and a conscious effort would be made
o improve the profit margins of industries. It was ne doubt
nticipated that new excise duties would be levied on a num-
er of commodities. But it was pointed out at the same time
hat the new levies could be passed on to the consumer. Even
hough the tax proposals did not seek to raise large antxounts
nd it can even be argued that the net amount accruing to
he exchequer would be much less if the reductions ip the
xport duties earlier in February are taken into consxdex.'a—
.on, the reaction in Dalal Street to the abolition of the annuity
eposit scheme, the reduction in the rate of s.ur'tax from
5 per cent to 25 per cent, the removal of the dxvxdgnd tax
nd the special surcharges on earned and unearned incomes
nd the grant of exemption from tax for the first Rs 500 on
ividend income was not at all encouraging. Actually the
ains recorded in the two days before the budget was pre-
ented to Parliament were completely wiped out and even
n second thoughts there was no disposit_lon on tl‘xe part of
s in Bombay to change their opinion. The.lr .co.unter-
arts in Lyons Range were inclined to bg more optimistic gnd
sere was the unusual feature of prices in this centre moving
, a divergent manner against those in Bombay.

perator

udden Spurt

The story, however, is completely d'ifferent aftgr March 2.
'here has been a sudden spurt in prices for scr}ps by five
» 10 per cent, in most cases. The process of adJustment. to
1e new yield basis has started. As bear 'operatgrs were trying
y take advantage of the subdued gentnment in the market
tter budget day, the announcemen.t relatm_g to the Bank rate
1t on Saturday caught them r}appmg. and in a hurry to gozer
pen positions, values of leading s?rlps \Yere marked higher
warply. The entirely different sentiment in the market place
qll be evident from the fact that 24 hours-after the Bank
ite cut was announced, Tata Steel was quotmg'at Rs 101.50
gainst Rs 94.80 and Indian Iron.at Rs 16.04 against Rs 1.5.48.

tury shot up by over 40 points to Rs 567 anq National
:x}‘rons by over 30 points to Rs 485 Telco ]umpecfi to
s 213 from Rs 198, and Hindustan Motox.'s to Rs 15.72 rom

14.56. In Lyons Range, popular scrips §uch as Indxan.
f ir jum; Dunlop Rubber; Guest, Keen, Williams; Texmaco;
oran a;ld others were substantially higher with sellers
‘esoran; reserved. Apart from the bullish effect of the tax
nremelyand a new policy of cheaper money, it was empha-
;Z?iosfh:t the engineering industries in West Bengal would

Exports After

get in recent years laid so muck
tion as the budget for 1968-69. This
mely because though our exports
modest improvement over the performance
: 1327;)61‘1::‘\)0\:?:9}(;21.' the need for achi_eving a substantial and
eady ingrease in the earnings of foreign exchapgeshas ne;:e:
»en feit more acutely than now. The- Economic urve)‘ru. a
{sclosed that of the total import bill, about 3}.3 bl_dlqn
spresent imports that cannot be ﬁnancgd by fo.rellgnd aid in
;e form it is made availablg. Such‘ imports include gon-
rrous metals and other materials Fequxred for export. produc-
At the same time, free foreign exchange earnings, net
" bt service payments, have remained stagnant at around
)Qdinillion. Thus has emerged what the survey ctall: :l}:e
» in our balance of payments. In th}s context, the
ash g'ap 'need for maximising export earnings becomes
np'eor\?stweMr Desai has therefore proposed a number of mea-
yvious.

ires for achieving this objective.

‘0 OTHER central bud
nphasis on export promotic
.cent was essential and ti

extension of the development

. include -
His specific proposals i tacture of vegetable oils and

Jbate at 35 per cent to the manu
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be substantially benefited by the offer of the USSR to buy
large numbers of wagons and other engineering products.

There will naturally be greater activity in the stock mar-
kets in the coming weeks and both operators and investors
may be inclined to take up a more helpful view of the future
outlook. But it should not be overlooked that the change 1u
the yield basis can come about only partially as the new
Bank rate will become effective only if there is a complete
readjustment in the structure of lending and deposit rates.
Besides, it is a moot point whether there will be a distinct
improvement in the profitability of working of different indus-
tries as a result of the new policies initiated by the central
government and the RBI. While it must be generally agreed
that there will be a revival in economic activity, as a result
of a higher level of agricultural production and the new
schemes for promoting exports and boosting industrial output,
without a stepping up of plan outlay, it may not be possible
to utilise full industrial capacity. The experienced operators
are therefore anxious to know whether there will be further
favourable changes in official policies and whether credit expan-
sion will be effected in a way which will lead to greater activity
in the public and private sectors. Rightly or wrongly, the
accent so far has been on the development of the public
sector and the private sector has been thriving only when
the former was active. With a reduced outlay on plan schemes
of the central and state governments and the disincentive effect
of high taxation on the private industrial sector, there has
been an accentuation of the recessionary trends even aftar
devaluation.

A conscious attempt has no doubt been made to
inject purchasing power through the medium of credit
institutions on cheaper terms. There will however be a dis-
position to take advantage of the new facilities only when ;t
is clear that fresh investment would be remunerative and
there would be a continuing demand for goods and services.
In this sense, the new policies initiated by the central govern-
ment and the RB1 are incomplete in some respects. It can
only be said at this stage that Mr Morarji Desai has made
a good beginning in his retreat from levying harsh taxes while
s bolder policy has been adopted in regard to reflation as it
does not cost the exchequer in any way In fact, the lowering
of Bank rate would be advantageous from its point of view,
as the borrowing programmes in the next financial year could
be put through on a cheaper basis. If the new sense of
awareness brings about the desired changes in the tax struc-
ture and the institution of new facilities for using cheaper
credit, it will not be unreasonable to expect that there will
be a sustained recovery in the stock markets and the capita:
market also will get out of its moribund phase.

the Budget

oilcakes through the solvent extraction process; processed
concentrates for cattle and poultry feeds and fish products;
grant of market development allowance at the rate of one
and one-third of the revenue expenditure incurred for the
development of export markets; tax exemption for the income
from the export of technical know-how and technical services:
subsidy towards interest charges on export finance provided
by banks; and higher cash assistance to certain engineering
goods, chemicals and other products.

These incentives are, on the whole, well conceived but
by themselves they are not sufficient to give a big push to
our exports. The budget has not done anything to remove
the handicaps that still impede the export efforts of our
traditional industries that account for the bulk of our earnings
of foreign exchange. The tea industry, for instance, feels
that unless the export duty on common and medium teas is
also substantially reduced and the excise refunded on exports,

‘it will not be possible for it to compete successfully. It js

also difficult to understand why the export duty on sacking
and carpet backing has not been reduced further. and the
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term “specialities” not defined more liberally. As regards the
higher cash assistance for non-traditional items, one wonders
whether the stipulation that their f.o.b. value should exceed
at least by 10 per cent the value of the previous year, to
be eligible for this incentive, is not too rigid. These non-
traditional exports suffer not merely from high costs of pro-
duction but also from excessive shipping freight which is
caused, among other things, by the acute congestion and
inefficient working of our ports. In the circumstances, the
Finance Ministry should be more sympathetic in assisting
these industries to sell their goods abroad.

Stability Not Stagnation

Mr Desai has said that “‘government propose to maintain
the new structure of assistance intact—encouraging neither
uncertainty nor perpetual expectations of further assistance.”
Stability is, of course, essential but it should not result in
stagnation. Our competitors even among developed countries
continue to provide various kinds of export incentives, open
and disguised. For example, Japan’s incentives include pre-
ferential finance for export, special export finance to small
business, tax exemption on income from technology export.
special tax allowance on social expenses for overseas transac-
tions, and customs rebate. Moreover, Japan is now thinking
of giving tax exemption for export income. This is being
considered to meet the situation arising from the US govern-
ment’s proposal to levy an import surcharge. Japan’s unfulfilled
export contracts with the US at present are estimated at
$1,000 million and it is feared that the American levy of
surcharge will put the Japanese traders to heavy loss.

The Government of India therefore should not hesitate to
modify its incentive schemes whenever they are deemed essen-
tial. The Indian Engineering Association, which represents
a large and responsible section of the industry, had suggested
a few days before the budget a series of incentives to promote
the  export of engineering goods. These proposals included
the introduction of a bonus voucher scheme, tax-free cash
allowance, and priority to export industries while placing
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orders by the government departments. The association how-
ever emphasised that the problem of high costs could be
solved in the long run only through larger volume and higher
productivity. The budget provides some incentives for improv-
ing agricultural productivity. But apart from the slight
reduction in the surtax on company profits and some minor
concessions for investors, there is little else to enthuse the
industries to improve efficiency and cut down costs.

Mr Desai has said that an adequate expansion of our
export earnings is possible only within an appropriate inter-
national framework. He has therefore expressed the hope
that the deliberations of UNCTAD will help in promoting co-
operation in aid and trade between the developed and the
developing countries and among the developing countries
themselves. But Mr K. B. Lall, the union Commerce Secretary
disclosed on March 1, that the confidence of those engage(i
in the work of UNCTAD had been shaken at the moment and
that one was not sure whether the conference as a whole was
not missing the whole purpose behind it. It may perhaps he
premature at present to say anything definite about the
outcome of UNCTAD but it should be quite clear to developing
countries such as ours that if they are really serious about
export promotion, they should eschew excessive emphasis on
ideology and pursue practical policies that will help agriculture
industry and transport to develop quickly and vigorously Mx:
Desai has forecast an increase in the industrial produo':tion
of at least five to six per cent in the coming year but, increase
of this order is quite inadequate to achieve signiﬂcar;t success
in exports. It is necessary to aim at a much higher level of
production and for this purpose, it is not merely export polic
but policies in regard to import, transport, taxation and labou)x:
that should be so oriented as to enable industrieg big and
small to overcome the effects of the recession and to produce
a glut of goods which, after meeting the domestic demand, will
release large surpluses for export, '

The following table showing recent trends in exports
indicates how there has been a heavy fall in the unit values
of many items :—

Per cent change

Per cent change Per cent change in

Per cent in volume in value unit value
of total
Commodity exports e -
1966-67 1965-66 Apr-Sept 1965-66 Apr-Sept 1965-66 Apr-Sept
to 1966 to 1966 to to 1968 to
1966-87 to 1966-67 Apr-Sept 1966-67 Apr-Sept
Apr-Sept 1967 1967
1967
Jute manufactures 215 —18.3 11.0 —12.8 0.5 6.7 — 94
Tea 13.8 — 36 19.7 —11.0 29.1 — 14 80
Cotton fabrics 4.0 —20.8 — 6.3 —25.6 1.2 — 8.0 79
Oil cakes 43 — 0.8 —19.2 — 13 —18.6 — 6.5 01
Cashew Kkernels 3.9 — 2.0 * 6.6 —11.8 8.4 —121
Tobacco (unmanufactured) 1.9 -—33.3 71.4 —29.7 76.8 5.6 3:6
Hides & skins 1.4 8.3 —33.1
Coffee 1.4 . 53.3 —21.3 29.1 21.9 —15.9
Sugar 1.4 41.0 476 * 33.1 ~—29.1 27.6
Biack pepper 1.1 —15.4 . —217.0 —18.8 —14.4 —18.8
Raw cotton 1.0 — 8.3 56.2 —22.6 30.1 ~—15.5 —16.7
Iron ore 6.0 8.3 . 5.9 — 23 — 2.3 — 2'3
Manganese ore 1.2 — 4.7 —27.1 —15.9 —33.3 —115 — 8.2
Mica 1.2 —55.8 18.2 —19.4 18.1 83.6 .
Leather manufactures 5.3 38.8 —14.2
Iron & steel 2.1 92.4 232.6
Engineering goods 20 —11.8 211
Fish 1.5 33.3 —10.0 63.6 3.6 23.2 15.
Footwear 0.8 19.8 —35.0 8.2 —18.4 —10.4 26.2
Total exports '
(including others) 100.0 — 8.0 5.2
/:_ﬁ; change Source Economic Survey
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BETTER CROPS

with

POTASH FERTILIZERS FROM THE GERMAN DEMOGRATIC REPUBLIC

For particulars regarding the
supply of potash fertilizers

contact

BERGBAU HANDEL

Gesellschaft fur Ausfuhr und

Einfuhr von Bergbauerzeugnissen

m.b.H.

108, Berlin,
Otto Nuschke Str. 55
Foreign Trade Company of the

GERMAN  DEMGCRATIC REPUBLIC

OR

IRAI]E REPRESENTATION OF THE

German Democratic Republic
in India,
P.0.B. 320, New Delhi.
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B e | SUNSHRINE
N MODHERRA
eminiscent of the famous sun Temples at Konarak in Orissa,
at Martand in Kashmir and the Khajuraho temples in Madhya Pradesh,
The Sun Shrine at Modhera,about70miles from Ahmedabad,
otill so vividly reminds us of the grandeur,grace and glory that marked
Solanki era in the1lth century in Gujarat’ |

Everg inch of the temple is carved with exquisite animal, floral,
homan and divine forms, moving in an unending pageant, depicting themes’
and scenes of love,joy and war, capturing in stone the very rhythmand pulseof
life. The temple complex, comprising the main shrine, the archof @
trinmph and the sacred tank is an unforgetable feast to the eyes.

v ; For Statewide Tourist Information Please Contact :

The Director of Informationand Tourism
Government ol Gujarat. Sachivalaya, Ahmedabad-I5.
At Bombay .: Gujarat Govt. Tourist Office. Dhanraj Mahal. Apollo Bunder. .

At Oelht ~: Gujarat Information Centre. 72 ‘Janpath.
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Towards Dynamic Growth

PRESENTING THE budget of the Government ol
India for 1968-69 in Parliament on February 29, the
Deputy Prime Minister and Minister of Finance, Mr
Morarji Desai, said that the coming financial yeav
promised to be a year of revival. The sharp increase
in agricultural production had brought about a subs-
tantial increase in incomes which is likely to stimulate
demand for industrial products. The prices in general
have started falling and the latest trends in exporis
are encouraging. The objective of official policy in the
coming year would be to consolidate the gains.

The text of Part A of Mr Desai's speech is given
below:

I rise o present the budget for the year 1968-69. The
Indian economy is emerging now from one of the most difficult
periods singce independence. Successive droughts, shortage of
food and raw materials, rising prices, subdued industrial
demand, inadequacy of exports and savings and sluggishness
in the capital market had combined to create a feeling of
despondency which has afflicted us in the recent past. Honour-
able Members, I am sure, would agree that we can now look
back on the past two years with a sense of relief. With the
help of our friends abroad and the efforts of our own people,
we have been able to avoid a major disaster and to impart
at the same time a new sense of dynamism to our programmes
of agriculiural development.

1 look upon the coming financial year with a certain
degree of optimism and with the expectation that, given the
right policies, it can become a year of revival. With the sharp
increase in agricultural production and rising incomes, there
would undoubtedly be some increase in the demand for indus-
trial products. Recent trends in exports have been encouraging.
The price level is registering a decline. The objective of
policy in the coming year must be to consolidate the gains
so that a major developmental programme can be undertaken
in our fourth five-year Plan which will be launched in the

following year.

New Agricultural Strategy

Honourable Members are already familiar with the various
aspects of the new agricultural strategy. The availability of
nitrogenous fertiliser has been more than twice as high this
year as in 1965-66. Arrangements are in hand to maintain
supplies at a high level in the coming year. The area under
high-yielding varieties of seeds is expected to increase from
15 million acres this year to 21 million acres next year. In
recent years we have concentrated on minor irrigation works
in order to get quick resuilts from investments. In the current
year, 3 to 34 million acres were covered by new minor irriga-
tion facilities and the target for the coming year is another
34 million acres. Major irrigation schemes on which sqbs-
tantial progress has been made also deserve our prior attention.

We have to make earnest efforts to ensure that we
introduce the same kind of technological advance in commer-
cial crops as we have achieved in respect of foodgrains. In-
creased productivity per acre is essential if adeguate returns
to the farmer are to be reconciled with reasonable prices to
the domestic consumer and competitiveness in export markets.
The processing industries can make a valuable contribution
in this regard; and I shall have occasion later to refer to
a measure 1 propose to introduce to encourage these efforts.

Assurance of remunerative prices to the farmer for his
products is an integral part of the new agricultural strategy.
I should like to assure the House that inadequacy of finance

will not be allowed to stand in the way of purchase by govern-
ment and the Food Corporation of such supplies as may be
forthcoming at the procurement prices. The target of pro-
curement is 7 million tonnes; and well-planned procurement
measures by all concerned will have to be undertaken to reach
this target. Even with this target, import of substantial
amount of foodgrains appears to be necessary in order that
the long unfulfilled programme of building up a sizable buffer
stock can be achieved after making allowance for replenish-
ment of private inventories and some increase in consumption.
An agreement has already been signed to import 3.5 million
tonnes of foodgrains from the USA under PL 480.

The steady rise in prices over the last few years has
been a matter of all-round concern. Over the four years
ending March 1967 prices had risen by 60 per cent and there
was a further rise during the earlier part of the current finan-
cial year. In recent months there has been a downward
trend. A part of the recent decline is no doubt seasonal,
but it is reasonable to hope that the increasing flow of food-
grains and consumer articles will help in the stabilisation of
prices at reasonable levels.

Sir, I am happy to say that government was able to get
agreement this year that a part of the increase in dearness
allowance which was due to government employees be credited
to their provident funds instead of being paid in cash. These
special contributions can be withdrawn in the coming year.
But may I request my honourable friends to join me in an
earnest appeal to government employees not to withdraw these
contributions as that will help in maintaining a climate of
price stability. Economics, they say, is a dismal science;
and I see no escape from saving more in order to preserve
the value of the savings.

Plough-Back of Incomes

A substantial part of increase in incomes would need to
be ploughed back into further investment, if an adequate
tempo of development is to be achieved and maintained. In
part, investments will be undertaken directly by those who
save out of larger incomes. Farmers will wish to purchase
pumps, tractors and other equipment. In part, however, sav-
ings of all classes have to be mobilised for outside investment,
public or private.

The small savings movement has a vital role to play in
securing this objective. Net small savings have been relatively
low in the recent past, in consequence of the droughts. I am
making a number of modifications in the small savings schemes
and necessary notifications are being issued in this regard.
Briefly, we are introducing a new five-year deposit scheme
with a tax-free return of about 4.5 per cent and are accordingly
revising return on the existing five-year cumulative time
deposit scheme, and the 12-year and 10-year tax-free savings
certificates. With a renewed drive for collection, particularly,
in the rural areas, these measures should help in greater
mobilisation of resources.

The return on provident fund accumulations of govern-
ment employees is also being raised; I propose to do so,
however, on the first Rs 10,000 of accumulations only. Those
who are self-employed do not have the facility of saving
through provident funds. I propose, therefore, to introduce
a public provident fund scheme under which all sections of
the community will have the opportunity of contributing to
a provident fund, and to avail of the income-tax benefits
provided for under the law in respect of contributions to such
funds. It is my hope that in time, this provident fund scheme
will secure substantial resources for the exchequer. Self-
employed persons such as doctors, lawyers, artists, actors and
actresses, like old soldiers, are never known to retire. But
they too reach their prime some day. Something laid by—
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legitimately, and with considerable saving in tax liability—
should prove valuable even to those who have a greater claim
to immortaiity than most of us.

A moderate increase in exyports has occurred during the
current year; and the increase in imports has been less than
that in exports. Nevertheless, our foreign exchange reserves
declined by $60 million between April and mid-November,
1967; and it became necessary to draw $90 million from the
International Monetary Fund. In recent weeks, there has
been a welcome increase in reserves in response to better
export performance, which may be expected to continue. The
fact that we have been able to get some debt relief this year
has also helped in managing the over-all foreign exchange
position. With the revival of indusirial activity, import demand
will be strong once again; and this underscores the fact that
we cannot restore viability to our balance of payments without
a sustained increase in export earnings. Basically, this is a
question of increasing the production of exportable goods and
increasing efficiency and savings all round. Export policies
have also 1o be geared promptly io changing circumstances.

That is why we announced a number of changes in export
duties on February 7 without waiting for the pre-
sentation of the budget when every finance minister likes
to mix the bitter with the sweet. The urgency of the situation
was such that I had to forgc the certainty of receiving at
lecast cne bouquet in the midst of whatever brickbats that
may be in store. We have been giving cash assistance to
some of our exports, particularly the newer manufactures.
Certain adjustments in these rates of assistance have already
been made. Government proposes to maintain the new struc-
ture of assistance intact—encouraging neither uncertainty nor
perpetual expectations of further assistance. We have also
recently streamlined and simplified the procedures for release
of foreign exchange for the purpose of export promotion.

Need for Cheap Credit

One of the important needs of the export sector has been
the provision of adequate and cheap credit. During the year,
the Industrial Develorment Bank enlarged the facilities for
medium-term export credit; and the Reserve Bank also took
measures to ensure that credit for exports of newer manu-
factures was available at particularly concessional rates. It
is desirable that credit should be available for exports gene-
rally at a relatively low rate of interest. I am, therefore,
making provision in the budget for the coming year for grant
of a subsidy towards interest charges on export finance pro-
vided by the banks. The Reserve Bank will announce the
details of the scheme which will include the prescription of
a ceiling on interest charges qualifying under the scheme.

An adequate expansion of India’s export earnings is only
possible within an appropriate international framework., It
is a matter of giatification for us that the second session of
UNCTAD is being held in New Delhi. It is our earnest hope
that the deliberations of the conference will help in promoting
co-operation in trade and aid beiween the developed and the
developing countries, and among the developing countries
themselves.

As the honourable Members are aware, we took a series
of steps during the year to stimulate industrial output. W%th
the revival of agricultural production and the consequent rise
in incomes. a number of consumer goods items such as cot‘ton
yarn and vanaspali are showing an increase in production.
There are also signs of a revival in the production gt com
mercial vehicles. Industries supplying the needs of .agnculture
have done well even in the recent past and continue to do
so. The level of private investment should pick up in response
10 the generally better economic outloQk. Continued increase
in exports and progress towards reducing the dependen?e on
m rts will also be necessary to create and sustain a climate
1mp_0 ! trial revival. In this connection, it is a matter of
of 'mdutsiol;xc that our capital goods industries have won valu-
Zﬁl:f;ccport orders in the recent past and that we hope to get

sizable orders for wagons, rails and other steel products from
the Soviet Union. I expect an increase in the industrial
production of the order of at least 5 to 6 per cent in the
coming year. This increase, though moderate as compared
to our past performance, would represent a significant advance
over the rate of growth in the last two years.

The working of public sector undertakings has been
engaging our earnest attention. The public sector has becen
particularly hit by recession because it 1s mostly engaged in
the production of capital goods or producer goods. The general
recovery in the economy will undoubiedly belp, bul the basic
problem of achieving a long-term improvement in efficiency
and yields will have to be tackled urgently. The recommenda-
tions made by the Administrative Reforms Commission are
being actively studied and I trust before long certain concrete
steps will be taken to effect a lasting improvement,

Now that I have taken you through a survey of savings
and exports, of prices and production, I could perhaps turn
safely to some inconvenient facts of life. In my budget speech
last year. I had referred to the need to avoid deficit financing
in the circumstances then prevailing in the country. Thesc
circumstances have changed for the better; but unfortunately,
not my budgetary fortunes so far. In actual practice, the
current year is expected to end with a large deficit of Rs 300
crores at the centre. Honourable Members would appreciate
that it is neither an easy nor a pleasant matter for me to
come to this House with this particular piece of information.
It is some solace that the worsening in the budgetary position

not physically, but financially . . .
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hag little to do with unexpected increase in expenditure. The
deterioration has come about on account of shortfalls in
revenues and foreign aid utilisation which in turn have been
due to the low level of economic aclivity and also, because
of a decline in the resources of the states and public sector
enterprises. To some extent, perhaps, we were also misled
into undue optimism by the oft-repeated charge of under-
estimation of resources. As soon as the picture regarding
shortfall in resources started emerging, I tried to make judici-
ous readjustment of outlays. The manoeuvrability for such
an exercise in the midst of the year is extremely limited,
particularly if this is super-imposed on a tight budget. There
was also the consideration of the effect which any drastic
cut in public spending would have had on the recessionary
situation. In fact there were suggestions from most quarters
to step up expenditure in one way or the other. Some steps
were also taken in this direction. However, the expenditure
estimates in totality have been contained; and on this count
at least I ean claim some credit for having taken to heart
the admonitions of the honourable Members.

The budget which I presented in May last had assumed
the utilisation of external assistance, other than PL 480, of
Rs 865 crores. Actual aid utilisation is not expected to amount
to more than Rs 756 crores, thus showing a shortfall of as
much as Rs 109 crores. The receipts from import duties will
be about Rs 125 crores less than assumed in the original
pudget. Further, the railway revenue shows a shortfall of
Rs 17 crores, their ordinary working expcnses being at the
same time Rs 23 crores higher—in all, a deterioration of
Rs 40 crores. On the Posts & Telegraphs side also, there
is a similar deterioration of Rs 22 crores. The internal re-
sources of public sector undertakings have gone down by Rs
41 crores, the bulk of which is in respect of Hindustan Steel.

Overdrafts by States

There is one other factor which has also contributed to
the large deficit this year—I am referring to the overdrafts
of states. Last March we had provided Rs 55 crores to some
states in order to enable them to clear their overdrafts with
the Reserve Bank which were likely to be outstanding at the
end of 1966-87. In the budget that I presented last May,
1 had also made a provision of Rs 50 crores for the same
purpose. In the event, a total of Rs 113 crores was given %o
the states in respect of their overdrafts at the end of the last
fiscal year; it was hoped that with the burden of past over-
drafts taken care of, the states would be able to avoid similar
overdrafts in the current fiscal year. Unfortunately, some of
the states are still running overdrafts and 1 have decided
1o provide Rs 50 crores more in the current year’s revised
estimates to clear the overdrafts once again at the end of
{he current year. While we have thus decided to safeguard
the Plans of the states this year, honourable Members would
appreciate that we cannot allow a similar situation to develop
next year also. I trust that the state governments will not
precipitate a situation in which we will be obliged to reconsider
the existing banking facilities enjoyed by the states with the
Reserve Bank.

Next year's revenue receipts at existing levels of taxation
are estimated at Rs 3.132 crores, being Rs 138 crores more
than the current year’s revised estimates. The major increase
of Rs 86 crores occurs under excise duties. Income-tax is
likely to show an improvement of about Rs 10 crores only
as the profitability in the corporate sector this year will be
reflected in the assessment next year. Customs revenue is
expected to show a slight fall of Rs 3 crores. the anticipated
improvement under import duties being more than offset by
reduction under export duties. The rest of the increase in
revenue next year occurs mainly under interest receipts. Of
the total revenue receipts. Rs 423 crores will be transferred
to the states as their share of central taxes and duties.

External aid, other than PL 480, is placed at Rs 775
crores. Next year’s repayment liabilities are Rs 193 crores,
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thus giving a net figure of Rs 582 crores. The rupee accruals
in respect of PL 480 imports as also the dollar credit under
the new agreements are placed at Rs 274 crores as against
Rs 366 crores this year.

Next year’s expenditure estimates include Rs 1,015 crores
for Defence as against Rs 970 crores in the revised estimates,
thus showing a rise of Rs 45 crores which is mostly accounted
for by dearness allowance increases and somewhat larger
provision for replacement stores. Included in these estimates
is also an increase of Rs 2 crores for pension charges and
Rs 7 crores under capital. Border roads account for a provi-
sion of Rs 48 crores which is Rs 5 crores higher than in the
revised estimates.

Sir, I am well aware that our defence expenditure should
receive the utmost scrutiny so that the resources available
for development are not unduly eroded. The question of
reducing the magnitude of defence expenditure without detri-
ment to national security has been continually receiving our
earnest attention. Significant progress has already been
achieved towords improving the teeth-to-tail ratio and further
measures to improve this are in hand; likewise, other mea-
sures for improving the cost-effectiveness of our defence
outlays are also under consideration. It is obvious that with
the substantial increase in the price-level that has taken place
over the recent past, some increase in defence expenditure
would become unavoidable. Honourable Members would,
however, be interested to note that as a percentage of gross
national product, defence expenditures have already come
down from 4.4 per cent in 1963-64 to an estimated 3.2 per
cent in 1967-68.

The budget estimates for 1968-69 include Rs 243 crores
on account of non-plan grants to states and union territories.
A provision of Rs 223 crores has also been made for giving
non-plan loans to states and union territories of which Rs 105

INTEGRAL
COAGH

FOR
INTERNATIONAL

MARKET ‘ y

{ .

With years of coach building experience~
building complicated coaches such as Eleclical
Multiple Units, Diesel Railcars, Tourist Cars,
elc.—high quality has become an integral pant
of our coaches. Rolling out over 700 coaches a
year, we are well sel on our way 10 supply
internationa! markets.

PLUS FACTORS OF OUR COACHES.

® Light and sturdy

® Anti-telescopic end construction assures
maximum safety

w» Heat-resistant inside roof gives comiort

» Coiled spring suspension and shock
absorbers enable smooth riding

INTEGRAL COACH FACTORY

NPB.CF-9

(Indian Raiiways) Madras-38, India j




488 EASTERN ECONOMIST

crores is for purchase and distribution of fertilisers, seeds
and pesticides, and Rs 20 crores for scarcity relief. The
provision for non-plan expenditure under the developmental
heads is estimated at Rs 237 crores as against Rs 214 crores
this year in part as a result of increased provision for expprt
promotion. Rs 186 crores are provided under heads relating
tc administration as against Rs 177 crores this year, the bulk
of the increase being on account of higher dearness allowance.
The total interest charges are estimated at Rg 550 crores as
against Rs 508 crores this year.

The resources for the Plan next year on the basis of the
estimates just mentioned and a number of miscellaneous items
not mentioned here, are placed at Rs 1,544 crores of which
Rs 170 crores are o be contributed by public sector under-
takings including the Railways and the Posts and Telegraphs.

The requirements for meeting the plan outlays of t.he
centre and those of the union territories as well as for provid-
ing plan assistance to states are. however, much larger. In
making provision for the plan at the centre, a balance has
to be struck between the constraint of resources and the
need to maintain the progress in respect of continuing schemes
and the initiation of new schemes in sectors of high priority.
On this basis, a sum of Rs 815 crores has been allocated f(?r
providing assistance to the states as against Rs 535 crores this
vear. Rs 85 crores have been provided for union territories—
one crore more than this year. The provision of Rs _1,179
crores for the centre’s own plan will only be marginally higher
than the current year’s budgeted outlay of Rs 1,172 crores and
the expected outlay of about Rs 1,150 crores. In the aggre-
gate, the provision for the plan in the centre’fs budget for the
caming year amounts to Rs 1,859 crores as against the expectgd
outlay of about Rs 1,809 crores in the current year. This
would, of course, be augmented by the resources that the
states themselves are able to raise for their plans. Honour-
able Members may like to note that a provision of Rs 140
crores is being made for building up a buffer stock of' fogd-
grains which has a valuable part to play in underpinning
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our plans for development. If account is taken of this, what
may be broadly called “planned outlays for development”
would show a significant increase over the current year.

I would also like to point cut that of the plan assistance
of Rs 615 crores to the states, Rs 590 crores has been already
allocated among the different states by the Planning Commis-
sion and the remaining Rs 25 crores is being specifically
earmarked for a speedy completion of selected major irriga~
tion projects. It is my earnest hope that the state governments
will provide adequate resources for the urgen! requirements
of minor irrigation and rural electrification. Over the year,
depending on the economic situation, I will do my best i3
supplement the efforts of the stateg in these two priority
areas.

The main items forming part of the
Rs 1,179 crores are: Rs 172 crores for the
crores for iron and steel, of which Rs 119 crores are for
Bokaro, Rs 82 croves for petroleum and Rs 70 crores for
chemicals including fertilisers. The provision for agriculture
is Rs 53 crores, that for Posts angd Telegraphs Rs 48 crores
and for financial institutions Rs 35 crores. I quite realise
that these provisions do not meet the requirements of all the
ministries; but the constraint of resources has left me with
no choice.

Honourable Members would note that we have decided
to appoint a finance commission in advance of the due date
so that its findings are available for the formulation of the
fourth Plan. A copy of the netification constituting the com-
mission and incorporating its terms of reference is being 1aid
on the table of the House today. I have been particulan)
keen for some time that the various financial problems betweeg
the centre and the states, and among the states themselves
should be objectively reviewed so that solutions are toun(i
which are not only just but ac¢epted as such by all concerned
The recommendations of the commission, 1 am sure wili
serve this purpose and contribute towards national in’tegrity
and harmony.

cenire’s outlay of
Railways, Rs 153
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Gap with a Purpose

A NUMBER of pressing problems forced Mr Desai to
keep a large budgetary deficit uncovered. The plan
outlay could not be reduced for fear of dislocating the
progress of continuing schemes in critical areas such
as agricultural development, fertiliser production and
family planning. The problem of unemployment
among technicians was causing great concern to the
government. The process of recovery could not be re-
tarded by putting an unnecessary curb on government
spending. Massive mobilisation of resources, in his
view. would have hurt the economy.

The text of Part B of Mr Desai’s speech follows:

I now come to the much awaited and perhaps much
dreaded part of my budget speech. I trust the honourable
Members will not take me to task if the proposals I unfold
do not fulfil the expectations of dread. With resources avail-
able for the plan next year of Rs 1544 crores and the proposed
plan provision of Rs 1859 crores, there is a gap in the centre’s
budget of Rs 315 crores. A deficit of this kind is usually
an invitation to a finance minister to sharpen his knife for
a major operation for mobilisation of additional resources.
On this occasion, I propose tc engage myself essentially in
a minor operation in the nature of plastic surgery—taking out
a little flesh here and adding a little bit there in order to
make the tax system more efficient and attractive.

A number of radical suggestions for tax reform have been
made from time to time by honourahle Members, individual
scholars and associations of labour, trade and industry. The
final report of Mr Bhoothalingam has been received and will
he made available to honourable Members. The Public Ac-
counts Committee has also recently made a number of sugges-
tions in this regard; and we are awaiting the recommendations
of the Administrative Reforms Commission. Over the year,
I have given the most anxious consideration to the revision
and simplification of the tax structure, both direct and indirect.
While some changes are gbviously desirable ard could be
introduced without further delay, fundamental changes in the
tax system should not be made without a very thorough study
of all the implications. I am having such a study undertaken
in earnest and am hoping that the climate of the country will
be conducive to the acceptance of more thorough-going changes
in the next budget.

DIRECT TAXES

Coming to direct taxes first, my main proposals in the
field of corporate taxation relate to the discontinuance of the
‘dividend tax’ on excess distributions of equity dividends and
a reduction in the surtax on company profits from 35 per cent
to 25 per cent. The abolition of the ‘dividend tax’, apart
from making for simplification, should improve the climate for
eqeity investment. The reduction in the surtax on company

. ‘profits is intended as a spur to efficiency.

I propose to introduce a number of concessions to promote
higher agricultural productivity, particularly by encouraging
the efforts of user industries. I propose to make a provision
for the deduction, in the computation of business profits of
companies, of an amount equal to one and one-fifth of the
expenditure incurred by them in providing agricultural inputs,
such as fertilisers, seeds, implements and pesticides and ex-
tension services, in spheres related to the particular industry
in which the company is engaged. This weighted. dfeduction
will be available where the qualifying expenditure is mcurr'ed
by the company directly and also through approved assoc.xa-
tions or organisations. The development of the seed processing
industry occupies high priority in our agricultural programme.

I, therefore, propose to accord to it the ‘priority industry’
treatment.

As part of the measures designed primarily to assist ex-
port promotion, I propose to extend the concession of deve-
lopment rebate at the higher rate of 35 per cent of the cost
of new equipment, to the manufacture of vegetable oils and
oilcakes through the solvent extraction process, processed
concentrates for cattle and poultry feeds and processed fish
and fish products. I propose also to provide for the grant of
an export markets development allowance to taxpayers other
than foreign companies at the rate of one and one-third of
the revenue expenditure incurred for the development of
export markets. Further, to encourage export of technical
‘know-how’ and technical services by Indian companies. I
propose to exempt from tax the whole of their income consist-
ing of dividends, royalties and fees derived through these
activities from foreign companies.

In the field of taxation of personal incomes, I have
reached the conclusion that in the interest of simplification
of the tax structure and convenience of taxpayers, the annuity
deposit scheme should be discontinued. Accordingly, I pro-
pose that no annuity deposits will be required to be made
on incomes arising after the current financial year.

Last year, as a measure for stimulating investment in
equities, Indian company dividends were exempted from
income-tax in cases where the total income from dividends of
the taxpayer during the year did not exceed five hundred
rupees. I propose to extend this concession by exempting the
first five hundred rupees of such dividend income from tax
even where the total dividend income exceeds five hundred
rupees in the year.

Levy Discarded

For several years past, the rate structure of tax on per-
sonal incomes has included the levy of separate surcharges
in relation to unearned incomes and earned incomes in excess
of specified limits. Under our integrated scheme of direct
taxation which comprises, besides income-tax, an annual tax
on wealth and taxes on gifts and inheritance, I do not see
any need or justification for differentiating between unearned
and earned incomes through the levy of surcharges on income-
tax, which result in complications in tax calculations. 1,
therefore, propose to discontinue the levy of separate sur-
charges on unearned and earned incomes. Simultaneously,
in order to maintain the progressiveness of the income-tax.
I propose to step up the basic rates of income-tax on incomes
over Rs 1 lakh from the present rate of 65 per cent to 70 per
cent on income in the slab between rupees one lakh and rupees;
two and a half lakhs and to 75 per cent on income above that
level. 1 also propose to step up the rates of ordinary wealtn
tax on wealth in the slab over Rs 10 lakhs by half per cent,
that is, from 2 per cent to 2} per cent on wealth between
Rs 10 lakhs and Rs 20 lakhs, and from 2} per cent to 3 per cent
on wealth above Rs 20 lakhs.

In a situation where both the husband and the wife are
tax-payers in their own right, it would be improper for any
outsider to decide as to who is dependent on whom. At pre-
sent, we avoid this ticklish question by allowing both parties
to claim a spouse allowance. This still leaves open the question
as to who brings more tax benefit to the partnership through
marriage. To eliminate this unintended strain on the relation-
ship of marriage, I propose to provide that where both the
husband and the wife have taxable incomes, the spouse
allowance will be available to neither.

As a measure of relief to totally blind individuals, I
propose to provide for the deduction of Rs 2,000 in the compu-
tation of their taxable income.

I also propose to simplify the existing basis of the calcula-
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tion of tax on partnership incomes derived from registered
firms. This will be done by deducting the tax borpe by the
firm itself in computing the partners’ shares in the income
of the firm. At present, we grant rebate of tax at the average
rate to the partners on the proportionate amount of the tax
borne by the registered firm. In order to maintain the overall
incidence of tax, 1 propose to make a consequential upward
adjustment in the rates of tax on registered firms. Some
vationalisation is also being undertaken in regard to rate
structure of tax on the incomes of co-operative societies and
local authorities.

There are a number of changes 1 propose to introduce
in regard to the computation of income from house property.
deduction for the cost of maintaining a vehicle by salaried
employees, procedure for grant of refunds and withholding of
tax from interest payments. It is not necessary for me to go
into the details of all these changes which are spelt out in
the explanatory memorandum on the Finance Bill.

Countering Tax Evasion

I shall now refer to some of the measures that I propose
to introduce for countering tax evasion and avoidance. In
this context, I propose to take steps for setting up, depart-
mentally, an organisation for valuation of lands, buildings
and other assets. Further, I propose also to have administrative
instructions issued to secure that, as far as possible, the same
value is adopted for an asset for the purposes of income-tax.
wealth tax, gift tax and estate duty.

Another measure is to classify as short-term capital gains,
the gains arising from the sale or transfer of capital assets
within 24 months of their acquisition. as against the present
period of twelve months.

The deductible amount of entertainment expenditure in
businesses and professions is already subject to certain limits.
These limits are often circumvented through entertainment
undertaken out of entertainment allowances or ‘expense ac-
counts’ operated by employees. Henceforth, such expenditure
will also be brought within the purview of the limits. The
existing restriction in the case of companies on the deductible
expenditure on provision of perquisites, benefits and amenities
to their higher-paid staff will be extended to non-corporate
enterprises. An alternative monetary limit of Rs 1,000 per
month for each employee will also be laid down. Further,
depreciation allowance and maintenance expenditure admissi-
ble to the employer on residential accommodation and house-
hold equipment such as refrigerators and ‘air-conditioners
provided by him to the employees free of charge, will also be
brought within these limits.

Tax liability is sometimes artificially reduced by diverting
profits to relatives and associate concerns in the form of ex-
cessive payments for goods and services. Claims are also
made for deduction of expenses in large amounts shown to
have been paid in cash, often with a view to frustrating
investigation as to the identity of the recipients and the
genuineness of the claim. To plug these loopholes, I propose
to provide that payments made in businesses and professions
to relatives or associate concerns will have to pass the test
of reasonableness in order to qualify for deduction. Further,
I propose to provide that payments made in amounts exceed-
ing Rs 2,500 after a date to be notified later will be allowed as
a deduction only if these are made by crossed cheques or by
crossed bank drafts.

In order to expedite tax assessments, I propose to reduce
the period of time {imitation for completion of assessments in
original proceedings for 1969-70 and later years from four
years to two years from the end of the relevant assessment
year. As a corollary to this, the time limitation for making
applications for refund of tax will also be reduced, likewise,
to two years from the end of the relevant assessment year.

I propose to lay down very stringent penalties on those
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who continue to avoid taxes by concealing their incomes or
wealth, For this, the penalties for concealment of income or
wealth will be stepped up to a minimum of 100 per cent and
a maximum of 200 per cent of the concealed income or wealth
In the case of persons defaulting in the statutory obligation'
to deduct tax at source and pay it to the credit of the central
‘govex"nment, I propose to provide for punishment of rigorous
imprisonment up to six months and a fine of not less than
15 per cent per annum of the tax in default, on conviction
before a court. Currently, such punishment is only a fine
up to Rs 10 for every day of default. .

The changes proposed by me in regard to corporate taxes
and the taxes on personal incomes will take effect prospec:
tively ie, in relation to incomes on which advance tax is
p'ayabl‘e or tax is deductible at source during the comin
financial year, 1968-69. Similarly. the proposed increases iﬁ
the rates of ordinary wealth tax will take effect prospecti.vel
fro.m the as§essment year 1969-70. The discontinuance of an):
nu.lty fiepo_sns from the coming financial year is expected to
bxrmg in, in a full year, additional tax revenue of the order
of Rs 18 crores due to non-deduction of depositls in computin
t.he taxable income. Other changes in the taxation of perSOnag]
incomes are likely to result in a reduction in revenue to th
extent of about Rs 4 crores in a tull year, leaving a net a'e
to revenue of about Rs 14 crores. I have not taken ginltn
account the gain to revenue on account of increase in tho
rates of wealth tax as the beneflt of it wil] accrue only duri .
the financial year 1969-70. Together with the ch:n em?g
carporate taxation, which imply a loss in revenue nexi vear
of a.bout Rs 4 crores, the yield from direct taxes would s&}'leal‘
an increase of Rs 10 crores next year as a resul the
changes I have proposed. sult of all the

Before concludirg the subject of dire

. ct taxes,
like to add that I have been impressed with the v .
in this honourable ilouse that the mediy
Bill should not be utilised to make too m

. . any changes in
1ncome-t?x law. Accordingly, I have brought up gomy s:ll;}e;
chan.ges in regard to which delay would have been inadvisable
leaving out changes concerning structural or administrative'

matters to be considered and brou
ght u :
course of the year. . P separately in the

X 1 shauld
lew expressed
m of the Finance

INDIRECT TAXES

I now come to indirect taxes, In keepi j
tive OF maintaining price stability for itzg::gotw iets};e;ht? {)b)ec-
Sumptlon,. I have maintained the utmost restraint in rloa c;m-
changes in excise and customs duties. At the sap pc:is iy
some additional taxation of items of less essential conme on
cannot be avoided. There is also need to deploy thsurpption
.ment of indirect taxation for assisting export prom ‘t?' .
import replacement. 1 have also taken the oppor(:ulg?tym::

removing anomalies and introducin
N . tps ing a measure i
tion and simplitication. re of rationalisa-

ait It is prolposed to levy an excise duty o
ities, namely, confectionery and ch
embr9idery, parts of wireless receiv;:lcg()lzzzi; liliiatse; cloth,
tran51st.ors, steel furniture and crown corlhm Th a‘;es and
confectionery and chocolates is proposed at 80 paise ~duty on
gram which is expected to yield an annua) PeVenue per kilo-
crores. The duty on embroidery and steel furnite of Rs 2.4
at the rate of 20 per cent ad valorem which tOUl‘ethwill l?e
yxled a revenue of Rs 5.4 crores in a full vear Legeth er will
will bear a duty of 25 per cent ad valoren'; vieidin ather cloth
revenue of'Rs 1.52 crores. On crown COrks o dﬁ tan annual
paisa per piece is proposed which will yield an annu y of one
of Rs 1.50 crores. The statutory rate of duty o ual revenue
transistors is proposed to be fixed at Rs 5 per n valves and
effective rates at present are being fixed at RDlece. but the
per piece respectively by exemption notiticaty : 3 and Re 1
yield would be Rs 2.90 crores. The new levies on. The likely
embroidery and steel furniture will be conﬂ::dc?: f:}(;tionery,
e orga-

n six new commeo-

March 15, 1968

CENTRAL OFFICE:
JOHARI BAZAR, |

REGD. OFFICE:
CLOCK TOWER.

DIRECTORS
Major Daulat Singh (Chairman)

Shri B. L. Sethi

Rani Urmila Devi of
Masuda.

Shri Heeralal Kothari |

Shri S. L. Joshi

Shri Shiv Kumar Mansinghka
Shri Chunnilal Jaipuria

H.H. Brijraj Singh of Kota
Shri Satya Narayan Nathany

|
il
(ESTABLISHED : 1943) i
x|
|
|

UDAIPUR JAIPUR-3.

Authorised Capital 20,00,000.00

Paid-up Capital 18.33,400.00

Reserve Fund & Other o
Reserves ... ... ... 16.04.82151 ’

Working Funds: ... 13,99.96,750.05

Branches in Rajasthan, Madhya Pradesh, Maha-
rashtra, and Union Territory of Delhi.

Agencies all over India.

R. Y. GARG l;
GENERAL MANAGER ’

gt N mee S S ima o aee DT Ak e e s oIl ZiolioTmimem—omael)

it ———

SPECIAL BUDGET NUMBER

HANDS
THAT HOLD A

MORE WORK

People of afl age groups «=
every one from school

the entire household

THE

boys to degree holders.know

the worth of MERCURY Pencil
for (ts supreme qualities in all
respects. MERCURY Pancils are so famous

Manufactured By;.

MADRAS PENCIL FACTORY
3, STRINGERS STREET, MADRAS.!.

MERCURY PENCIL

RUN FAST & PUT IN

uses them t MERCURY Pencils are avallable in
Black, Colour and Copying lead

RAILWAY
ELECTRIFICATION L1E
EQUIPMENT

ROAD SIGNALS

| DEFENCE
EQUIPMENT

iTi, the pioneer public sector undertaking,
manufactures a wide range of modern

highly complex multi-channel transmission systems.

1l I3 PART OF OUR LIVES IN SO MANY DIFFERENT WAYS!

telecommunicatlon equipment from telephonesto ~SMDIAN TELEPHONE INDUSTRIES LIMITED

BANGALORE-16

—

| Communication

is our business | 4

L_._@___

LPl-Aiyars (T1 47 A




490b

EASTERN ECONOMIST - March 15, 1963

THE RIGHT KIND
OF CLOTH/

SPECIALITIES :
SUITINGS  ROLLER &
SHIRTINGS
LENOS { TAPESTRIES
POPLINS DHOTIES

TOWELS ¢ SAREES
ETC. ETC.

v~ 0 al
”(1’@ /ég/!TTON

PRy

MILLS, LTo

" BIRLANAGAR (M.p.)

SCREEN PRINTS

March 15, 1968 SPECIAL BUDGET NUMBER

nised sector of these industries manufacturing the products
with the aid of power. These new levies will collectively
yield a revenue of Rs 13.72 crores in a full year.

Among the commodities which are already excisable, the
existing rates of duty on all varieties of unmanufactured
tobacco other than tobacco dust are proposed to be stepped up
by about 10 per cent. On this occasion, I have decided to
be impartial between the different devotees of nicotine, be
they addicted to the humble bidi, hookah and chewing tobacco
or to cigarettes, cigars and the pipe. These increases will
vield an additional revenue of Rs 6.36 crores in a full year.
Another item on which increase has been proposed is jute
manufactures of which the rate of basic excise duty on hessians
is being increased from Rs 375 to Rs 450 per tonne and on
other manufactures from Rs 175 to Rs 250 per tonne. These
increases will yield an additional revenue of Rs 4.02 crores

in a full year.

My next proposal is to increase the basic excise duty on
complete refrigerators and air-conditioners from 20 per cent
to 30 per cent ad valorem and that on component parts from
30 per cent to 40 per cent. This measure will appeal to at
least those honourable Members who pulled me up in the
last budget session for overlocking such obvious items of less
essential consumption. The increase in duty on these items
will yield an additional revenue of Rs 2.40 crores in a full

year.

Relief on Sized Yarn

1t will be recalled thal as a part of the budget proposals
last year the duty on sized cotton yarn of fine and super
tine counts was increased substantially. Representations have
heen received from the powerloom weavers that the burden
of this duty at the weaving stage is rather heavy. It is
therefore proposed to readjust the rate structure in such a
way that relief is afforded on sized yarn and duties suitably
stepped up at the processing stage of powerloom fabrics. The
overall budgetary effect will only be marginal. It is also being
ensured that the incidence of the duty on composite mill fab-
rics, handloom fabrics and hosiery remains more or less
unchanged. Particular care is being taken to see that the
handloom sector is left unaffected, and in fact some relief is
proposed to be given to this sector by exempting totally hank
yarn in plain straight reels of new French counts 29 or more
but less than 34—the latter being equivalent to a shade more
than 40 British counts. This will involve a loss of about
Rs 10 lakhs in a full year. Representations have also been
received from the smaller producers of aluminium that the
effect of the budget proposals of last year has affected their
profitability adversely. It is proposed to afford some relief
to these smaller producers by reducing the effective duty to
the extent of Rs 150 per tonne; this concession will be available
only to those ore-based producers whose clearance of alumi-
nium and products made out of aluminium had not exceeded
12,500 tonnes in the previous financial year. The revenue
effect of this concession will be a loss of about Rs 25 lakhs in

a full year.

Rationalisation of the existing concessions to certain paper
manufacturers and exemptions applicable to some varieties of
paper are being given effect to by notifications, the overall
revenue effect of which will be a nominal gain of Rs 15 lakhs

in a full year.

The ceiling rates fixed in the Mineral Products (Additio-
nal Duties of Excise and Customs) Act, 1958, have now been
found to be inadequate. The over-recoveries in the hands
of the oil companies which have to be appropriated to :the
Consolidated Fund through levy of these additional excise

duties require a higher rate of levy. It is accordingly pro-

posed that the ceiling rates in respect of motor spirit, refined
diesel oil and petroleum product.s not othem.nse speCl'ﬁed be
raised sufficiently and the effective rates which are fixed by
notification issued by the central government stepped up
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suitably. These changes will yield an additional revenue of
Rs 10.13 crores in a full year, but the consumers will not be
affected as the duties, though recovered from the ocil com-
panies, cannot be passed on by way of price increases to the
consumers. The cumulative effect of all the proposals relating
to excise duty will be an additional revenue of Rs 36.43 crores
in a full year.

It is proposed to continue the levy of special excise duties
at the existing rates for another year. The provisions for
levy of regulatory duty of excise in the same manner as in
section 42 of the Finance Act, 1967, is being continued though
there will be no levy of this duty at present.

For some time past I have been exercised over the adminis-
trative burden on the excise department and the complaints
of abuse associated with the existing system of physical control.
I have accordingly decided to extend the system of self-assess-
ment by the manufacturers, to all manufacturers, big and
small, making exception in respect of a few excisable commo-
dities only which present complications in assessment or where
there is substantial movement in bond. A large measure of
trust will thus be placed in the manufacturers, their declara-
tions and their accounts. Day to day verification of clearances
by central excise officers will be dispensed with and replaced
by pericdical check of the self-assessed documents and accounts
to ensure that the amounts due to government have been
properly assessed and paid. This change in procedure will.
however, necessitate certain essential revenue safeguards. To
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this end, the penal provisions for unauthorised removal of
the goods or other contraventions of the rules and regulations
with intent to evade payment of duty are proposed to be made
more stringent.

I have also reviewed the existing system of control on the
tobacco growers for the purpose of levying excise duty on
unmanufactured tobacco. Steps are being taken by which the
need for the excise officers to contact the growers will be
considerably reduced. The excise control on sparse growing
areas is also being simplified.

The levy of local sales tax by the states on goods declared
10 be of special importance in inter-state trade is limited to
3 per cent at present. On a request from some of the states,
suitable amendment is being made in the central Sales Tax
Act deleting mill-made silk fabrics from this list of goods.
This will give the states freedom to levy sales tax on it
without any restriction.

1 was reminded last year that in spite of my much dis-
cussed aversion to alcoholic liquors, I had not made any
proposals in this regard. I should retrieve my reputation now;
and I propose to increase the import duty on whisky, brandy,
and a few other alcoholic liquors by about Rs 9 per baottle.
I also propose to increase the import duty on cloves, cassia
and cinnamon by about Rs 12 to 13 per kilogram. There is
a high margin of profit in respect of these spices and their
use is confined to the comparatively affluent sections of the
community. The proposals with regard to these consumer
goods will yield an extra revenue of Rs 2 crores.

Enhanced Duty on Chemicals

My next proposal is in regard to chemicals, plastics,
synthetic resins and miscellaneous articles not otherwise speci-
fied in the customs tariff schedule. The present effective
rate of 50 per cent ad valorem is proposed {o be raised to
60 per cent ad valorem with some exceptions. This will yield
an additional revenue of Rs 12 crores. The proposed increase
is not likely to cause any hardship because the cost of chemi-
cals is usually a small fraction of the price of the manufac-
tured article, and secondly, because imported chemicals are
usually not required in the manufacture of articles consumed
by the common man; wherever they are, the existing rate is
proposed to be maintained. Thus, though the tariff item
regarding chemicals covers drugs and medicines too, the pre-
sent rate on the latter as also on the chemicals and inter-
mediates required for their manufacture is being maintained
by issue of exemption notifications. Similarly, the existing
rate on carbon black and red phosphorus will be continued
by issue of an exempiion notification. Further, sulphur, dye
intermediates recommended by the Tariff Commission and
various other chemicals, the duty on which had been specially
reduced or exempted wholly in the past, will continue to pay
duty at the existing rates. In this connection 1 should like
to make a special mention of an exemption that is proposed
for chemicals and intermediates used in the manufacture of
insecticides, pesticides and fungicides. Some of these have al-
ready been exempted, but it is now proposed to issue an omni-
bus exemption notification covering all such chemicals and
intermediates as are not manufactured in the country. The con-
cession is being given to encourage the use of these products as
an aid to agricultural production.

The last proposal on the customs side is an increase in
duty on some of the iron and steel products which at present
carry a specially reduced rate of 15 per cent ad valorem.
This rate is provosed to be raised to 27} per cent ad valorem
as a specially reduced rate is no longer justified in view of
the indigenous production which is coming up. The revenue
effect of this proposal will be an additional yield of Rs 1.50

crores in a year.

The special duty of customs is being continued for another
year but a notification is being issued exempting imported
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goods from this levy so as to maintain the status quo. The
provision for levy of regulatory duty of customs in the same
manner as in section 39 of the Finance (No. 2) Act, 1967, is
being continued though there will be no levy of this duty at
present. )

As a result of _the proposals relating to excise duties,
there W{Il be an additional yield of Rs 3.80 crores on account
of the increased collections under countervailing duty. The

aggregate additional revenue under import{ duties will be Rs
19.30 crores.

POSTS AND TELEGRAPHS

I had ocecasion to mention earlier that the deterioration
in the revenue budget of the Posts & Telegraphs Department
this year would be of the order of Rs 22 crores. The result
is that they have not only not been able to pay the due divi-
dend liability to the general revenues but have not also been
able to cover their working expenses this year. The working
expenses_of the post office branch have particularly gone up
very rapidly due to the increase in staff costs. It has been
agreed that the shortfall of this year and the last two vears
should be made good over a period of three years commer}:cin 3
from the next year. On this basis ang at éxisting tariffs '%
is anticipated that the deficit in the revenue budget of 'thl
Posts & Telegraphs Department next year would be Rs 23 Bg
crores. Honourable Members are aware that a Taritf En :
Committee under the chairmanship of Mr Mahavir Tya 1q l;‘lrg
been apqointed to evolve definite principles on wzicgh t;
tariff pohcy of the department might be based. The co .e
ttee’s mtex:im report covering the post office branch has n;mb
been received and based on the principles suggested bys I:ﬁ:
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. A\
committee, it is proposed io revise the postal tanié\ %S -

interim report and a memorandum showing _the pro
changes is being circulated separately along with the pu
papers and I shall, therefore, mention only the more impor-
tant changes. The postage on letters up to 15 grams 1is
proposed to be increased from 15 paise to 20 paise and that
for a letter-card from 10 paise to 15 paise and for a post card
from 6 paise to 10 paise. The postage for books, pattern and
sample packets and book packets containing printed books
and registered newspapers will also be raised. The money
order commission which is 15 paise per Rs 10 will now be
20 paise per Rs 10 up to Rs 200 and 30 »naise per Rs 20
thereafter. The postage charges for foreign mails will also be
revised. The committec has not yet reported on the tarifis for
other branches, but in view of the loss in the working of the
telegraphs branch, it is proposed to make a small increase in
some of the inland telegraph rates. These changes are expected
to bring in an additional revenue of Rs 24.70 crores on the
postal side and Rs 1.08 crores on the telegraphs side in a full
year. The changes would be given effect to from dates to bhe
notitied later and are expected to cover the deficit of the
Posts & Telegraphs Department next year.

I might add that 1 have already taken account of the
increases in the posts and telegraphs rates in preparing the
budget estimates for 1968-69 so that they will not count
towards reduction of the initial deficit of Rs 315 crores.
Similarly, the changes in fares and freights announced by
my colleague, the Railway Minister, have also been taken into
account before striking the deficit.

Summing Up

To sum up, the additional revenue next year from the
measures of taxation I have proposed would be Rs 65.73 crores
of which Rs 10 crores would be under direct taxes, Rs 36.43
crores under excise and Rs 19.30 crores under customs. Of this,
a sum of about Rs 15 crores will accrue to the states leaving
a balance of Rs 50.73 crores available for the centre’s budget.
I hope the state govermmnents will utilise this addition to their
resources for minor irrigation and rural electrification.

On capital account, the abolition of the annuity deposit
scheme will mean a loss to the central exchequer of Rs 35
crores next year. Part of this loss will be made up by contri-
butions to the new public provident fund for which I am taking
credit for Rs 10 crores only. There will, therefore, be a net
loss on capital account of the order of Rs 25 crores. The net
gain to the centre’s budget on revenue and capital account taken
together of all the changes will be of the order of Rs 25 crores
so that the initial deficit of Rs 315 crores goes down to about
Rs 290 crores.

Honourable Members may well appreciate the immense
reservation with which I have reconciled myself to a large
deficit next year. A number of considerations have weighed
with me. In so far as the plan outlays are concerned, it is
clear that any further reduction can only lead to dislocation
of the progress of continuing schemes even in critical areas
such as agricultural development, fertiliser production and
family planning where we are poised for substantial achieve-
ments. We have also to keep in mind the problem of un-
employment among technicians which is already a matter of
concern. Besides, it would be shortsighted to retard the pro-
cess of recovery by putting an undue curb on governmental
spending. I am sure that no section of the House would have
commended such an approach. The other alternative was to
put up proposals for massive mobilisation of resources. It is
my judgment that this would hurt the economy and retard the
process of growth.

I have done my best to restrict the outlays on defence and
administration. I am happy to note the earnestness in all
parts of the defence services to eschew every fom of avoid-
able expenditure. I am anxiously awaiting the f}nz?lisation of
the reports of the Administrative Reforms Commission. I need
hardly reiterate that government would go into the recom-
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the commission with earnestness and prompt-
der that the objectives of efficiency and economy
ministration can be fulfilled as early as possible.

In estimating the resources at the existing rates of taxa-
tion, having been bitten once, I have assumed a modest re-
covery in industrial production. If, as I hope, the modifications
in taxation I have proposed succeed in improving the climate
for saving, investment and export, the economy might revive
more vigorously and this would help in moderating the actual
deficit. Honourable Members may rest assured that I have
not changed my belief that we cannot afford to indulge in large
budgetary deficits year after year. If I have reconciled myself
to a deficit next year, it is in the expectation that by assisting
the revival of the economy at this stage we shall be able to
achieve a more satisfactory budgetary balance before long.

No finance minister can claim either perfect foresight or
absolute wisdom. But I do feel that the situation is as hopeful
as it is challenging. The utmost co-operation, discipline and
even a measure of self-denial by all sections of the community
will be necessary if we are to meet the challenge. I would
like to appeal to all the honourable Members for their co-
operation and constructive suggestions so that, together, we
can turn the present challenge into hope and opportunity for
the future. On my part, I can only assure a continuous watch
on implementation of economic policies and a readiness to take
appropriate action from time to time. In conclusion, it is my
earnest hope that the budget I have had the honour of present-
ing today reconciles as best as possible the variety of concerns
that are so anxiously felt in this honourable House and in the

country as a whole.
mpltoﬂ
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Finance Bill: Explanation of Proposals

THE OFFICIAL memorandum explaining the salient
features of the Finance Bill, 1968, is reproduced below:

PROVISIONS RELATING TO DIRECT TAXES

The Bill seeks to make provisions in the sphere of direct
taxes in regard to the following matters:

(1) Prescription of the rates at which income-tax (includ-
ing surcharges, where applicable) is chargeable and annuity
deposits are required to be made on incomes liable to tax for
the assessment year 1968-69; and the rates at which income-
tax is to be deducted at source and advance tax is to be com-
puted in respect of the financial year 1968-69.

(2) Certain amendments to the Income-tax Act, 1961, with
a view to rationalising and simplifying some of its provisions,
providing tax incentives and relief in certain directions, curbing
wasteful or lavish expenditure in businesses and professions,
and countering tax evasion.

(3) Certain amendments to the Wealth-tax Act, 1957,
inter alia, for making an upward adjustment in the rates of
ordinary wealth-tax at higher levels of wealth, expressing the
rate schedule of ordinary wealth-tax in the form of a self-
servicing tax table, and stepping up the gquantum of minimum
and maximum penalties leviable for concealment of assets or
understatement of the value thereof.

(4) Amendment to the Companies (Profits) Surtax Act,
1964, for reducing the rate of surtax on companies.

The Bill also seeks to make an independent provision relat-
ing to the concessional tax treatment available under certain
provisions in the Income-tax Act (since replaced by other pro-
visions) in respect of dividends attributable to ‘tax-holiday’
profits, and inter-corporate dividends, i.e., dividends received
by any company from a domestic company. This provision is
intended to secure that the concessional tax treatment on such
dividends will be available to the beneficial owner of the shares
even where these are registered in the name of any other per-
son such as a bank or any of the directors of a company.

The substance of the main provisions in the Bill is explain-~
ed in the following paragraphs.

INCOME-TAX

I. Rates of income-tax and annuity deposits in respect of in-

comes liable to tax for the assessment year 1968-69.

The provisions in the Bill have been formulated on the
principle adopted in the Finance (No. 2) Act, 1967, that any
changes in the rates of tax or any new provisions in the Income-
tax Act, which have the effect of increasing or reducing the
incidence of tax as compared to the preceding year or which
provide any tax incentive or disincentive, should, ordinarily,
apply only prospectively to current incomes and not to in-
comes of the past year.

Rates of income-tax for the assessment year 1968-69: In
respect of incomes liable to tax for the assessment year 1968-
9. the rates of income-tax in the Bill in the case of individuals,
Hindu undivided families and other non-corporate taxpayers
are the same as specified in the Finance (No. 2) Act, 1967 for
the purposes of deduction of tax at source from salaries ani
payment of “advance tax” during the financial year 1967-6'8,
Similarly. in the case of companies. the rates of income-tax in
the Bill for the assessment year 1968-69 are the same as pro-
vided in the Finance (No. 2) Act, 1967 for payment of “ad-

vance tax” during the financial year 1967-68.

Rates of annuity deposits on incomes liable to tax for the
assessment year 1968-69: On incomes liable to tax for the
assessment year 1968-69 and on which resident non-corporate

taxpayers are required to make annuity deposits during the

current financial year, by March 31, 1 :

such deposits under the Bill are the same agﬁisr; f:)kx"::e crl‘::j:nttl)}E
viz., the rates prescribed in the Seccnd Schedule to the Finance
(No. 2) Act, 1967, as increased by the Taxation Laws (Amend:
ment) Act, 1967.

II. Discontinuance of annuity deposits from the comin
cial year 1968-69. g finan-

The Bill provides for the discontinuance of the requirement
under the Income-tax Act of making annuity deposits on‘in-
comes liable to tax for the assessment year 1969-70 and subse-
quent years. Accordingly, no annuity deposit will be requirovfl
to be made fd\;lring the coming financial year 1968-69 in relatidﬁ
to incomes falling due for assessm i i
to incomes 1969-7g0. ent in the succeeding assess-

III. Rates for deduction of tax at source from “Salaries” and
payment of “advance tax,” and rates for deduciion of tax
at source from incomes other than “Salaries”, during the
financial year 1968-69.

The proposed rates for deduction of tax at source during
the financial year 1968-69 from incomes other than “Salaries"”
and retirement annuity payable to partners of registersd firms
engaged in specified professions have been laid down in Part II
of the First Schedule to the Bill. The rates for deduction of tax
at source from “Salaries”, calculating or charging income-tax
in special cases, and computation of “advance tax” in the cas.e
of non-corporate and corporate taxpayers for the financial year
1968-69, have been set forth in Part III of the First Schedule
to the Bill. Th2 new features in the revised tax structure dis-
tinguishing it from the existing tax structure are explained in
the following paragraphs. !

individuals, Hindu undivided families, associations of
persons etc.

Discontinuance of the surcharges of income-tax on earned
and unearned incomes and stepping up of the hasic rates of
income-tax on income in the slab over Rs 1 lakh: For several
years past, individuals, Hindu undivided families, unregistered
firms, associations of persons etc have been liable to the levy
of separate surcharges of income-tax in relation to their un-
earned and earned incomes in excess of specified limits. The
income-tax calculated on the total income is increased i)y the
amounts of these surcharges and also a special surcharge cal-
culated at 10 per cent of the aggregate of the basic income-tax
and the unearned and earned income surcharges, Currentl);
unearned income (mainly income from investments in hou5é
property, company shares, bank deposits, etc.) up to Rs 30.000
is free from the unearned income surcharge. Where the 'un-
earned income exceeds the limit of Rs 30,000, g surcharge is
leviable on such income in the slab of Rs 30,001-50,000 at 20
per cent of ihe basic income-tax thereon, and on such income
in the slab over Rs 50,000 at the rate of 25 per cent of the basic
income-tax thereon. Earned income up to Rs 1,00,000 is free
from the earned income surcharge. But on such income in the
slab of Rs 1,00,001-2,00,000 a surcharge is leviable at § per cent
of the basic income-tax thereon; on the income in the slab of
Rs 2,00,001-3,00,000, at the rate of 10 per cent of the basic
income-tax thereon: and on the income in the slab over
Rs 3,00,000 at 15 per cent of the basic income-tax thereon,

It is proposed to discontinue the levy of separate surcharg es
in relation to unearned and earned incomes, and to step up the
rates of basic income-tax on personal incomes over Rg 1,00,000
Accordingly, the rate schedule in the Bill for deduction,ot’ ta)é
at source from “Salaries” and computation of “advance tax”
during the financial year 1968-69 makes no provision for the
levy of unearned and earned income surcharges, but raises the
rate of basic income-tax on incomes over Rs 1 lakh from the
current rate of 85 per cent to 70 per cent on income in the
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THE EXPORT CREDIT & GUARANTEE
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Insolvency Risks Rs. 5.40 lakhs

Default Risks Rs. 2012

Exchange Transfer Risks Rs. 352 ,

Other risks Rs. 095
Rs. 29.92

IF YOU ARE LOOKING FOR WORLD MARKETS
E C G C helps you to export with Safety by

* insuring your export risks, commercial and
political;
* furnishing guarantees to banks to assist you

in securing credit facilities both pre-shipment
and post-shipment.

Whyi not calllon ECGC today or ask for their pamphlets?
CONSULT:

The Export Credit & Guarantee
Corporation Ltd,

Head Office : 4, Rampart Row, BOMBAY-1.

Other offices: 15, Chittaranjan Avenue, CALCUTTA-13
123, Mount Road, MADRAS-§.
Saraswathi Bhavan, E-Block,
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We believe that any work we
undertake deserves all our resources

and skill...

\We believe that our relations with a
customer do not end with a purchase;
they have only just begun...

We also believe, in the words of
John Ruskin, that *‘Quality is never
an accident, It is always the result
of intelligent effort.

There must be the will to produce a
superior thing"’.

And above all, we like B ALLOY STEEL
to believe that, in keeping
with this philosophy, & IMPLEMENTS
our contribution

to Indian Industry
has been significant.

® AGRICULTURAL TRACTORS

B CARDING ENGINES

® CLUTCH ASSEMBLIES

® DIESEL ENGINES

® INSULATION VARNISHES

8 /RON & STEEL MATERIALS
& JEEP UTILITY VEHICLES

® LIFTS

8 MACHINE TOOLS

8 O/L HYDRAULIC EQUIPMENT

@ PROCESS CONTROL
INSTRUMENTS

8 REINFORCED PLASTICS
8 SINTERED BEARINGS

MAHINDRA & MAHINDRA LTD. AND ASSOCIATE COMPANIES & vaiens
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slab of Rs 1,00,001-2,50,000 and to 75 per cent, on income in the
slab over Rs 2,50,000.

Provision has been made for the levy of a surcharge—
corresponding to the existing special surcharge—at the rate
of 10 per cent of the basic income-tax at all levels of income.
Under the rate schedule in the Bill, the highest marginal rate
of income-tax (including the element of surcharge), attracted
on mcome above Rs 2,50,000, will be 82.5 per cent, as compared
1o the existing highest marginal rate of tax (including all
surchargas) of 89.375 per cent on unearned income in the
slab above Rs 70,000, and of 82.225 per cent on earned incomes
in the slab above Rs 3,00,000.

It is also proposed to step up (with effect from the assess-
ment year 1969-70) the rates of ordinary wealth-tax in the
slubs of net wealth over Rs 10 lakhs by one-half per cent in
the wealth slab of Rs 10,00,001—20,00,000, from 2 per cent
to 2.5 per cent and on wealth in the slab over Rs 20.60.000,
from 2.5 per cent to 3 per cent.

Spouse allowance in the case of resident married indivi-
duals: A resident married individual is currently entitled to
tax relief of Rs 75, calculaled on a spouse allowance of Rs
1,500 at the rate of 5 per cent thereof, even where the
spouse has an independent taxable income. In such a case
both the spouses are entitled to the benefit of the tax relief
on account of the spouse allowance in their individual assess-
ments. To obviate this unintended benefit, provision has been
made in the Bill to secure that a married individual will not
be entitled to tax relief on account of spouse allowance where
the spouse of the individual has a total income exceeding
Rs 4,000 in respect of the relevant year. In other words,
where both the spouses have independent taxable incomes,
neither of them will be entitled to tax relief on account cf
spouse allowance.

The table below shows, in the case of a resident
married individual with more than one dependent child, at
selected levels of income (wholly earned/composite incomes
comprising earned and unearned incomes in the proportion of
80 : 20). the annuity deposits required to be made and the
tax payable at current rates, and the tax payable at the rates
specified in the Bill for deduction of tax at source from “Sala-
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ries” and computation of ‘“‘advance tax” during the financial
year 1968-69.

CO-OPERATIVE SOCIETIES

In the context of the, discontinuance of the levy of earned
and unearned income surcharges as stated above, the ordinary
surcharge in the case of co-operative societies, leviable at 6%
per cent of the basic income-tax on their income in the slab
over Rs 25,000 is proposed to be discontinued. Further, the
marginal rate of income-tax on the incomes of co-operative
societies in the slab over Rs 25,000 is proposed to be reduced
from the existing 41 per cent to the round figure of 40 per
cent. A surcharge, corresponding to the existing special sur-
charge, at the rate of 10 per cent of the basic income-tax,
has been provided for.

REGISTERED FIRMS

A registered firm (i.e., a firm which is constituted under
an instrument of partnership and is recognised for the purposes
of income-tax to be genuinely constituted in accordance with
the instrument) is at present chargeable to income-tax on
its income in the slab over Rs 25,000 at graded rates, rising
from 6 per cent on the income in the slab Rs 25,001-50,000, to
12 per cent on the income in the slab over Rs 1,00,000. The
tax borne by the registered firm itself on its income is not
allowable as a deduction in computing the individual shares
of the partners in the income of the firm. However, the
partners are entitled, in their personal assessments, to a rebate
of tax at the average rate of tax on the proportionate amount
of the tax borne by the registered firm. In order to simplify
tax calculations on incomes derived from registered firms,
the Bill seeks to amend (with effect from the assessment year
1969-70) the relevant provisions in the Income-tax Act to
secure that the tax borne by the registered firm on its income
is allowed as a deduction in determining the shares of the
partners in the income of the firm, and the partners are
charged to tax individually on the share so determined. This
will obviate the necessity of granting rebate of tax to the
partners of the firm on the proportionate amount of the tax
borne by the firm.

In the context of the proposed change as stated above,
it is proposed to make an upward revision in the rates of

(In rupees)

Annuity deposits required to be made and tax payable on the
income as reduced by the annuity deposits, at current rates.

Tax at the rates in
the Bill for deduc-

Income " Annuity ~ Income wholly earned " Composite income: tion of tax at source

deposit T Tax 7 Tax plus Earned income 80% from “Salaries” and

annuity unearned income 20% computation of “ad-

deposit T Tax Tax plus vance tax” during

annuity the financial year

deposit 1968-69.
1 2 3 4 5 6 7

5,000 - 11 i1 11 11 11
7,500 — 286 286 286 286 286
10.000 - 561 561 561 561 561
12,500 -— 974 974 974 974 974
15,000 —- . 1,386 1,386 1,386 1,386 1.386
20,000 200 2,442 2,642 2,442 2,642 2.486
25.000 380 4.011 4,391 4011 4,391 4,136
40,000 3.600 9,856 13.456 9,856 13,456 11,836
70,000 8,400 24,992 33,392 24,992 33,392 30,536
1.00,000 15.000 41,261 56,261 41,261 56,261 51,986
2,00,000 30,000 1.04,539 1.34,539 1,04,209 1,34,209 1,28,986
5,00,000 45,000 1,70.319 2,15,319 1,70,057 2,15,057 2,08,736
4,00,000 60,000 2.33.601 2,98.601 2,38,739 2,98,739 2,91,236
5,00,000 75,000 3,08,492 3.83,492 3.08.630 3,83.630 3.73,736

——
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basic income-tax in the case of registered firms, in the slabs
of income over Rs 50,000, to secure that the overall incidence
of tax on the registered firm and its partners, taken together,
remains, almost at the same level as at present. Accordingly,
the rate of basic income-tax on the incomes of registered firms
in the slab of Rs 50,001-1,00,000 has been specified in the
Bill at 12 per cent, as against the current rate of 8 per cent,
and on incomes in the slab over Rs 1,00,000 at 20 per cent, as
against the current rate of 12 per cent. No change has been
made in respect of the rates of basic income-tax on incomes
up to Rs 50,000 or in the rates of the ordinary and special
surcharges in the case of registered firms.

LOCAL AUTHORITIES

In the case of local authorities, it is proposed to merge
in the existing basic rate of income-tax of 45 per cent, the
element of surcharge of 10 per cent thereof, and to prescribe
the new rate of basic income-tax in a round figure of 50 per
cent. It is also proposed to levy a surcharge, corresponding
to the existing special surcharge, at the rate of 16 per cent
of the basic income-tax.

COMPANIES

At present, domestic companies (other than companies
which are under an obligation under section 104 of the Income-
tax Act to distribute dividends up to the statutory percentage
of their distributable incoine) are chargeable to an additional
income-tax at the rate of 7.5 per cent, with reference to the
“relevant amount of distributions of dividends” made by them.
The “relevant amount of distributions of dividends” comprises
distributions of equity dividends during the relevant previous
year in excess of 10 per cent of the paid-up equity capital
of the company as on the first day of the year, and also
excess distributions of past years on which the tax at 7.5
per cent could not be charged due to insufficiency of the total
income of the company for those years. It is proposed to
discontinue the levy of this additional income-tax. Accord-
ingly, the Bill does not provide for the levy of this tax in
computing the “advance tax” payable by companies during
the financial year 1968-69.

The Bill does not propose to make any other change in
the rate structure of income-tax on companies.

SURTAX ON COMPANIES

The rate of surtax on the net chargeable profits of com-
panies is proposed to be reduced, with effect from the assess-
ment year 1969-70, by 10 per cent, from 35 per cent to 25
per cent.

Rates for deduction of tax at source during the financial
year 1968-69 from incomes other tham “Salaries” and re-
tirement annuities payable to partners of registered firms
engaged in specified professions. .

These rates (taken together with the element of surcharge,
on incomes payable to non-corporate persons) are the same
as those specified in Part II of the First Schedule to the
Finance (No. 2) Act, 1967 for deduction of tax at source from
incomes other than “Salaries”. The only change made in the
Rill in these rates consists of a re-adjustment of the elements
of income-tax and surcharge, on income payable to non-
corporate persons. to secure that the element of surcharge
amounts to 10 per cent of the basic income-tax. This re-
adjustment has been made in the context of the pr_oposed
discontinuance of the levy of unearned and earned income

surcharges.
i1V. Proposed amendments to the Income-tax Act.

The Bill proposes to make certain amendments.to the
Income-tax Act with a view to rationalising some of 1t§ pro-
visons, simplifying the computation of tax?t?le income, 11be_ra-
lising the procedure for refunds and expediting th'e comp.le'tlon
of assessments. It also proposes to make certain provxslc'ms
in the Income-tax Act to provide tax incentives for encouraging

savings and exports, raising the productivily of our agriculture
and supplementing our food resources. One of the proposed
provisions seeks to provide some tax relief to blind persons.
Other provisions in the Bill for amendment o the Income-tax
Act are designed to curb wasteful or lavish expenditure in
businesses and professions and to counter tax evasion.

Some of the provisions in the Bill tfor rationalising and
simplifying the scheme of income taxation have been explained
earlier in dealing with the rate structure of tax, viz., the
proposed discontinuance of annuily deposits [rom the coming
financial year 1968-69 and the simplification of the scheme of
taxation of income derived from registered firms. 'The subs-
tance of the other amendments to the Income-tax Act proposed
in the Bill is set forth in the following paragraphs.

Standard deductions in the computation of salary incomes,
for expenditure on maintenance and wear and tear of convey-
ances of various categories owned by salaried taxpayers and
used for the purpose of their employment. — At present, a
salaried tuxpayer owning a conveyance and using it for the
purpose of his employment is entitled to a deduction, in the
computation of his taxable salary income, for the expenditure
incurred by him on the maintenance and wear and tear of
the conveyance in so far as it is attributable to the use of
the conveyance for the purpose of his employment. This
deduction is allowable on an estimate by the Income-tax
Officer at the time of the regular assessment. The deduction
cannot, therefore. be taken into account in calculating the
tax to be withheld from the salary income and so it becomes
necessary for taxpayers having salary income only to claim
a refund every year for the excess amount of tax withheld
from their salary income. This also throws up avoidable

HARVEY YARNS and FABRICS
travel to
all parts of the world...

The world map is virtually the Harvey export map.
Harvey yarns and fabrics go to almost every country,

In 1966, exports amounted to 8.2 million Ibs. of yarn

and 16.1 million yards of industrial and civil fabrics.
Today ‘Harveys' is a name trusted in the world market.
Unrivalied technical experience and up-to-date
machinery and manufacturing techniques guarantee

the high standards of these well-known Harvey Products.

HARVEY YARNS (in counts from 2s to 100s - single
and folded in hank, cone or cheese) and synthetic yarns.
HARVEY INDUSTRIAL FABRICS (tyre cord warp
sheets, beiting ducks, industrial lenos and canvases)
HARVEY FABRICS (Drilts, poplins, sheetings,

suitings, gaberdines, tussores, furnishing
fabrics, etc.,)

HARVEY .

mm | O

For samples and full particulars, contact
MADURA MILLS GO. LTD,
Madurai, S. India.

Managing Agents: A. & F. HARVEY LTD.
London Correspondents:

HARVEY BROTHERS AGENCY (INDIA) LTD.
8/10 Cliffords Inn, Fetter Lane, London, E. C. 4.

HARVEY exports in 1967 exceed Rs. 60,000,000
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Today, more than ever,
money has to be made to
work...and the TMB is a’
hard worker, built for
service, mile after
gruelling mile. Every
component is made to
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specifications. Manufacture
is stream-lined: the latest
machines, the newest
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lines. Every vehicle is
tested during and after:
manufacture for
performance, durability
and economy. The TMB
is a vehicle-made to suit
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TATA
MERCEDES-BENZ
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additional burden of work in the salary circles of the Income-
tax Department.

In order to simplify the computation of salary income
‘in such cases, it is proposed to provide standard deductions,
‘comprising the allowances [or maintenance expenditure and
also wear and tear of various categories of conveyances, which
can ge taken into account in calculating the tax to be withheld
from salary income of a taxpayer owning the conveyance and
using it for the purpose of his employment. The amounts
of these standard deductions which, in the cas~ of motor cars,
vary according to the range of salary income of the taxpayer,
are as follows :—

Category of conveyance Amount of the standard de-
duction for every month or
part of the month during
which the conveyance has
been used for the purpose

of employment

(1) Motor Cars:
(a) Where the amount of
the gross salary income
during the year does
not exceed Rs 15,000 ... Rs 150
(b) Where the gross salary
income is between Rs

15,001 and Rs 25,000 .. Rs 200

(c) Where the gross salary
income exceeds Rs 25,000 ... Rs 250

(2) Motor Cycles, Scooters or
other Mopeds ... Rs 50
(3) Bicycles ... Rs 5

The amounts of these standard deductions have been fixed
on a broad judgement of present day capital costs and running
and maintenance expenditure in respect of transport vehicles
of Indian make and the average level of deductions which
are, ordinarily, claimed by and allowed to tax-payers under
the present law

The proposed provision is sought to be made effective
from the assessment year 1969-70 and so the standard deduc-
tions, under the new provision. can be taken into account in
calculating the tax to be deducted at source from salary
incomes earned during the financial year 1968-69.

Computation of income from house property — Under the
existing provisions of the Income-tax Act relating to computa-
tion of annual value of let out house property, the whole of
the amount of taxes levied by a local authority in respect of
the property is allowable as a deduction only in a case where
the property has been constructed prior to April 1, 1960. In
the case of house property constructed after March 31, 1950,
only one-half of the amount of local taxes is allowable as a
deduction. It is now proposed to provide that the whole of
the taxes levied by a local authority in respect of the house
property, in so far as these are borne by the owner, will be
allowed as a deduction in determining the annual value of let
out house property in all cases regardless of the date on which
the construction of the property was completed. Further, it
is proposed to provide that any tax levied by the state govern-
ment in respect of the property (e.g. the Urban Land Tax
levied in Madras) will be allowable as a deduction in com-
puting the income from house property. *

Further provisions proposed to be made in regard to the
computation of income from house property are as follows :—

(a) Any interest payable on the mortage of house property '
will be allowable as a deduction in computing the income fro (

the property only where the funds raised are utilised ¢

-

acquiring, constructing, repairing or renovating the property.

(b) The amount of any annual charge on the property
will not be allowed as a deduction in computing the income
from the property where such charge has been created by
the taxpayer voluntarily.

The provisions mentioned above are sought to be made
effective, prospectively, from the assessment year 1969-70.

New provision for grant of refund of tax on provisional
assessment made on the basis of the return of income — The
Income-tax Act provides for the making of a provisional
assessment to determine the tax due on the basis of the tax-
payer’s return of income and the accounts and documents,
if any, accompanying it. There is no provision at present
for making a provisional assessment to determine the amount
of tax refundable to the taxpayer. Where the tax paid in
advance or the tax deducted at source during a financial year
exceeds the amount of the tax due on the total income of
the taxpayer, the excess amount is refundable to him at
present only on completion of the regular assessment. In order
to avoid hardship due to delay in issue of refund in cases
where the completion of the regular assessment is likely <o
be delayed, it is proposed to make a new provision in the
Income-tax Act enabling taxpayers to claim a refund of tax
on a provisional assessment made on the basis of the return
of income and the accounts and documents accompanying it.
Any refund of tax on the basis of provisional assessment will
be deemed to have been issued in respect of the regular assess-
ment when such assessment is completed. Where a refund
is granted on the basis of a provisional assessment, the interest
payable by the central government to the taxpayer on excess
payments of advance tax will be reckoned up to the date of

TOPS IN
TOOLS!

« Tops in Appearance
"% Tops in Design

% Tops in Performance
% Tops in Durability

(SOWDAT

HINDUSTAN DOWIDAT TOOLS LTD.

Uco Bank Building, Parliament Sirent, Now Deibi-1.
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Distributors:
SUMAN CORPORATION,
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completion of the provisional assessment. In a case where on
completion of the regular assessment it is found that the
refund granted on provisional assessment is in excess of the
refund actually due on the basis of the total income as deter-
mined in the regular assessment, the excess amount of the
refund, together with the interest, if any, paid thereon by
the central government, will be recoverable as tax due from
the taxpayer.

Provision for the grant of credit in certain cases for the
tax deducted at source from dividends on company shares
to the owner of the shares even where the shares are registered
in the name of any other person, and ancillary provisions —
Under the existing provisions of the Income-tax Act, credit
for the tax deducted at source from dividends on company
shares can be granted only to the shareholder, i.e., the person
in whose name the shares are registered in the books of the
company. The dividend income is, however, chargeable to
tax only in the hands of the beneficial owner of the shares.
Company shares owned by a person are often registered in
the name of another person, e.g., where the owner of the
shares arranges with his bankers for collection of the dividends
on the shares on due dates for credit to his bank account or
pledges the shares with a bank or any other body as security
for the fulfilment of certain obligations etc. Shares owned
by companies, firms and Hindu undivided families are also
registered in the names of a director of the company, partner
of the firm or member of the family. In order to avoid
hardship to taxpayers owning company shares which are regis-
tered in the name of any other person, it is proposed to make
a provision for granting credit for the tax deducted at source
from dividends on the shares, in specified circumstances, to
the beneficial owner of the shares. The circumstances in
which such credit can bhe granted will be notified in the
Income-tax Rules.

Dividends on company shares attributable to the ‘tax-
holiday’ profits of the company are exempt from tax in the
hands of the shareholder. Further, companies receiving divi-
dends from any domestic company are chargeable to tax on
such dividends on a concessional basis. Under the relevant
provisions in the Income-tax Act, as worded now, the tax
concession in these cases is available only where the shares
stand registered in the name of the person owning the shares.
It is proposed to amend these provisions to secure that these
tax concessions will be available to the person owning the
shares even where the shares are registered in the name of

another person.

An independent provision has also been made in the Bill
to secure the same result in respect of earlier periods for
which the concessional tax treatment is to be granted under
certain provisions of the Income-tax Act which have since
been replaced by new provisions. '

Provision, in respect of tax credit certificates, for eliminat-
ing the existing waiting period of 12 months for refund of the
amount due on the certificate — The Income-tax Act provides
for grant of tax credit certificates for various purposes. These
tax credit certificates are granted to—

(a) individuals and Hindu undivided families making
investments in the eligible issues of equity capital of certain
companies;

(b) public companies shifting their industrial undertakings
from a congested urban area to any other area;

(c) companies manufacturing specified commodities and
incurring, for any one or more of the five assessment years
from 1966-67 to 1970-71, a tax liability (including liability to
surtax, if any) on their manufacturing profits in excess of
such liability for the ‘base year’ (ordinarily, the assessment
year 1965-66);

(d) exporters of specified commodities receiving the sale
proceeds thereof in India in accordance with the Foreign Ex-

March 15, 1968

chgnge Regulation Act, 1947 and the Rules made thereunder;
an

(e) persons who, during any one or more of the financial
yea.rs from 1965-66 to 1969-70, effect clearance of specified
excisable commodities in excess of such clearance during the
‘base year’ (ordinarily, the financial year 1964-65).

. Under the provisions relating to all these tax credit certi-

ficates, except the tax credit certificates relating to exports,
ic amgunt due on the certificate is required to be adjusted,
in the first instance, against any tax liability of the certificate-
holder existing on the date on which the certificate is produced
befpre the Income-tax Officer and any further tax liability
which may arise'during the next following period of 12 months.
Where the certificate holder has no tax liability or where
the amount due on a certificate exceeds such tax liability, the
amount 9f the certificate or, as the case may be, the excess
amount is refundable to him only after the expiry of the
above-mentioned period of 12 months. .

. ;t is now proposed to amend the relevant provisions to
eliminate the waiting period of 12 months for the refund of
the grpount due on these tax credit certificates. Under the
provisions, as sought to be amended, the amount due on the
certxf%cate will be adjusted against any tax liability of the
certificate holder existing on the date on which the certificate
is produced and the balance amount, if any, will be refundable
to him forthwith.

The proposed provisions are sought to be mad fecti
from April 1, 1968. ade effective

Liberalisation, in certain directions, of the provisions for
deduction of tax at source from interest other than “Interest
on securities” :— It is proposed to liberalise, in certain matters
the provisions newly introduced in the Income-tax Act for'
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| and
India’s Developing Economy

Electricity is indispensable to industrialisation. A better example of this can hardly be found than the
developments in India over the past decade and a haif

Since 1951, when our great cycle of five year plans was launched, electricity generated in India has
grown :rom 1.8 :’nillion KW in 195! to about |1 million KW in 1965—a 600 per cent increase. As the
pace of our industrialization quickens and its scale eniarged, the figure is estimat t

40 million KW by 1975. ¢ 8 '8 estimated €0 touch

Since 1911, when India’s first steel plant went into production marking our entry into the modern
industrial age, G.E.C. has been playing a key role in providing integrated electrification service to our
vital nation building projects. An instance of G.E.C.'s integrated electrification service is seen in the
Indian Copper Corporation’s establishment at Ghatsila, G.E.C. service covered every aspect of
electrification. . .from the study of the specific nature of the job, the making of the blue prints, the
designing of the varied and complicated electrical equipment, to their installation and switching on,
During the past few years, because of its vast know-how and experience of indian conditions and its
world-wide resources, G.E.C. has been called upon to provide integrated electrification service to vital
and gigantic projects that are helping to change the face of India. . .projects that include the Bhakra-
Nangal Dam in the Punjab and the Hirakud Dam in Orissa, the Steel Works at Durgapur and Defence
establishments such as the Shell and Forge Plant at Kanpur.

Integrated electrification service is one example of how G.E.C. is playing its role in the development.

of the country’s economy,

SEC

YOUR GUARANTEE

THE GENERAL ELECTRIC COMPANY OF INDIA PRIVATE LIMITED

SALCUTTA . NEW DELHI KANPUR -PATNA BOMBAY - NAGPUR - ANMEDABAD - MADRAS - SECUNDERABAD - BANGALORE COIMBATORE.

TRADE MARK SMEC> PERMTTED USER=~ THE GENERAL ELECTRIC COWPANY OF th0Ia PRIVATE LIMITED

=3 g
e

lr, nl/i(k' Y i’

2>

A 9AnABEC/PR/6/66

503



504

-
A
-

[
\ Mn‘mm

>

——mm)

EASTERN ECONOMIST

to keep pedplé and loads

on the move
there is a Dunlop tyre
for every vehicle

Today, India moves faster. New factories,
farms and agro-industries, schools,
colleges and hospitals are springing up

_all over the country. New roads are

being built and more and more people and
things are on the move. More bicycles,
motorcycles, scooters, cars, trucks.

and buses are being manufactured.

To meet the growing demands of road
transport, Dunlop is making tyres

for all types of vehicles. To suit the
special operating and road conditions
of the country, every kind of tyre

is marketed by Dunlop after rigorous
tests on machines and on the road.

DUNLOP INDIA

—keeping pace with India’s Road Transport
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deduction ef tax at source from interest credited or paid to
resident persons on loans, deposits, etc. The substance of
these provisions is explainad below :—

(1) Individuals, Hindu undivided families, unregistered
firms and associations of persons having no taxable income
and making a statement in writing to this effect, are entitleci
to receive their interest income without deduction of tax at
source. Such statements are required to be attested by a
gazetted officer of the central or a state government, includ-
ing a tehsildar or a mamlatdar of a taluk or tehsil, or any
other officer performing similar functions

It is now proposed to provide that such statements may
be signed in the presence of, and atlested by, a member of
Parliament or a state legislature; a member of a district
council, a metropolitan council, a municipal corporation or =
municipal committee; or an officer of any banking company
(including a co-operative bank) of the rank of sub-agent,
agent or manager, besides gazetted officers and mamlatdars,
etc., as already laid down

(2) The central government is authorised, under the
existing provisions, to notify any particular institution, asso-
ciation or body, in the official gazette, for the purpose of
enabling such institution, association or body to receive its
interest income without deduction of tax at source. It is
now proposed {o enlarge the scope of this provision to enable
the central government to notify, for this purpose, any class
of institutions, associations or bodies. This will otvizte the
necessity of issuing separate notifications for institutions,
associations or bodies operating in similar circumstances.

(3) It is proposed to provide that tax will not be required
to be deducted at source from any interest income credited
or paid by a firm to a partner of the firm or by a co-operative
society to any other co-operative society.

The proposed provisions are sought {o be made effective
from April 1, 1968.

New provision for tax relief to totally blind individuals
resident in India:— It is proposed to make a provision in
the Income-tax Act for providing tax relief to totally blind
individuals resident in India. This relief will be granted by
way of allowing to such individuals a straight deduction of
Rs 2,000 in the computation of their taxable income. In order
to qualify for this relief, the individual has to produce in
respect of the first assessment year for which such relief is
claimed, a certificate as to his total blindness from a registered
medical practitioner who is an oculist. For subsequent years
in respect of which the relief is claimed, such a certificate
will not be required.

The proposed provision is sought to be made effective
from the assessment year 1969-70.

Exemption from tax of the first Rs 500 of Indian company
dividends in all cases : — At present, Indian company dividends
are exempt from tax where the total dividend income of the
taxpayer during the year is not more than Rs 500. Where the
total dividend income is more than Rs 500, the exemption is
not available. It is now proposed to amend the relevant
provision, for and from the assessment year 1969-70, to secure
that the first Rs 500 of Indian company dividends will be
exempt from tax in all cases even where the total dividend
income of the taxpayer during the year is more than Rs 500.

Tax concessions for encouraging personal savings through
certain mpedia: — The government proposes to institute a
public provident fund to provide a medium for long-term
savings to all sections of the public. It is sought to make
provisions, in the Income-tax Act and also in the Wealth-tax
Act, to provide to persons participating in the fund the same
tax concessions as are available to participants in provident
funds governed by the Provident Funds Act, 1925, i.e. govern-

-
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ment provident funds. These tax concessions are the follow-
ing :\—

(i) Any payment received from any provident fund which
is set up by the central government and notified by it in the
official gazette, will be wholly exempt from tax in the hands
of the recipient.

(ii) Contributions made by an individual to any provident
fund set up by the central government and notified by it in
the official gazette will qualify for tax relief in the hands of
the individual to the same extent and subject to the same
qualifying limit as ccntributions made to a provident fund
governed by the Provident Funds Act, 1925.

(iii) The amount standing to the credit of an individual
in any provident fund set up by the central government and
notified by it in the official gazette will be exempt from
wealth-tax. g

The government also propose to frame a scheme for
facilitating personal savings in the form of five-year deposits.
It is proposed to make a provision in the Income-tax Act to
provide an exemption from tax in respect of interest on such
deposits.

The provisions mentioned above are sought to be made
effective from the assessment year 1969-70.

Tax incentives for promoting exports:— It is proposed to
make the following provisions in the Income-tax Act for pro-
moting our exports :—

(1) Domestic companies and also non-corporate taxpayers

FOR
ENTERTAINMENT
COMMUNICATION
INSTRUMEMNTATION
DATA PROCESSINS

continentals silicon planar transistors & diedes

CONTINENTAL DEVICE

INDIA LTD.,
14/5, Mathwa Road,

Faridabad (Haryana)
Phone: 82336
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resident in India, who incur any expenditure under specified
heads to facilitate or promote the sale, outside India, of any
goods, services or facilities dealt in or provided by them in
the course of their business, will be allowed a weighted amount
of deduction in respect of such expenditure. This deduction
will be in a sum equal to one and one-third times the amount
of the qualifying expenditure. The heads of expenditure
qualifying for this deduction are the following:—

(i) Advertisement and publicity outside India in respect
of the goods, services or facilities dealt in or provided by
the taxpayer in the course of his business.

(ii) Obtaining information regarding markets outside India
for such goods, services or facilities.

(iii) Distribution, supply or provision outside India of
such goods, services or facilities.

(iv) Maintenance outside India of a branch, office or
agency for the promotion of the sale outside India of such
goods, services or facilities.

(v) Preparation and submission of tenders for the supply
or provision outside India of such goods, services or facilities,
and activities incidental thereto.

(vi) Furnishing to a  person outside India samples or
technical information for the promotion of the sale of such
goods, services or facilities.

(vii) Travelling outside India for the promotion of the
sale outside India of such goods, services or facilities, includ-
ing travelling outward from, and return to, India.

(viii) Performance of services outside India in connection
with or incidental to the execution of any contract for the
supply outside India of such goods, services or facilities.

It is proposed to take powers to notify in the Income-tax
Rules any other heads of expenditure qualifying for the above
mentioned deduction. The deduction will be admissible n
respect of qualifying expenditure incurred after February 29,
1968, where it is incurred by the taxpayer directly, and also
where it is incurred through participation in joint export
promotion arrangements.

(2) Indian companies will be exempted from tax on their
income consisting of dividends received from any foreign com-
pany on shares in it allotted to the Indian company in con-
sideration of supply of any technical ‘know-how’ or technical
services, and also royalties, fees, etc., received from any foreign
company in consideration of supply to it of any technical
‘know-how’ or technical services.

The exemption in respect of such income will be granted
by way of allowing a deduction of the whole of such income
in computing the taxable income ot the Indian company.
Under the existing provisions of the Income-tax Act, only
60 per cent of such income is allowable as a deduction.

The provision at (1) in the preceding paragraph is sought
to be made effective from the assessment year 1968-69, and
that at (2), from the assessment year 1969-70.

Tax incentives for improving agricultural productivity and
increasing supplementary food resources. It is proposed to
make some provisions in the Income-tax Act with a view
to encouraging industry using the products of agriculture,
animal husbandry or dairy or poultry farming, to incur ex-
ture on scientific research in the field of agriculture and
providing agricultural inputs and extension services to persons
engaged in agriculture, animal husbandry, dairy or pou'ltry
farming. It is also proposed to provide certain tax concessions
for encouraging the production of processed seeds, processed
concentrates for cattle and poultry feed, processed (including
trozen) fish and fish products, and vegetable oils and oil

rendi
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eligible for deduction, on account of development rebate, at
the higher rate of 35 per cent of the cost thereof.

Interest income of non-residents from non-residc.:nt ac-
counts in a bank in India : —Under the existing provisions of
the Income-tax Act, a non-resident person is exempt. from ta.x
on his income by way of interest on moneys star_ldmg t_o h'15
credit in a non-resident account in any ban]s in India in
accordance with the Foreign Exchange R.egula‘tlon Act, 19_47,
and any rules made thereunder. Tl}e 1ntentx9n gnderlymg
this provision has been to provide this ex‘emptlon in respgct
of interest only on funds which are repatriable out51dg _Indxa,
1t is, therefore, proposed to amend. the relevan? provision to
secure that the exemption is available .only in respec't of
ir.terest on moneys standing to the cre<‘ilt of a non-'re51der.1t
in a ‘“‘Non-resident (External) Account” in any pank in India
in accordance with the Foreign Exchange Regulation Act, 1947,

and any rules made thereunder.
This provision is sought to be made effective prospectively

from the assessment year 1969-70.

the time limit for completion of income-fax
assessments in original proceedings in respect of the assess-
ment year 1969-70 and later years, and corresponding reduction
in the time limit for claiming refunds of tax : Un'de'r the
existing provisions of the Income-tax Act, the time limit for
completing income-tax assessments _in original proceedings
(proceedings other than those where income has escaped assess-
ment or has been under-assessed, etg.) is fou'r years from the
end of the assessment year in which fhe income was first
assessable, except where the penal provisions of the Act for
concealment of income are attracted. The corresponding time

Reduction in

limit for making claims for refund of tax is also four years
from the last day of the assessment year in which the income
in respect of which the claim is made, was assessable. ’

In order to expedite the disposal of income-tax assessments
it is proposed to reduce the time limit for completion of,
assessments in original proceedings in respect of the assess-
ment year 1969-70 and later years, by two years, from four
years to two years from the end of the relevant assessment
year. As a corollary to this, it is also proposed to reduce
the time limit for claiming refunds in respect of the assessment
year 1969-70 and later years from four years to two years
from the last date of the relevant assessment year.

Enlargement of the scope of ‘short-term’ capital gains:
Under the existing law, gains arising from the sale or transfer
of any capital asset held by the taxpayer for not more than
twelve months prior to the date of the sale or transfer are
treated as capital gains relating to ‘short-term’ capital assets
and are chargeable to tax as ordinary income. Gains arising
from the sale or transfer of capital assets held by the taxpayer
for more than twelve months prior to the date of the sale
or transfer are treated as ‘long-term’ capital gains, and charged
to tax on a concessional basis. It is proposed to enlarge the
scope of ‘short-term’ capital gains by providing that gains
arising from the sale or transfer of any capital assets held
by the taxpayer for not more than twenty-four months prior
to the date of the sale or transfer will be treated as capital
gains relating to short-term capital assets. This provision is
igzgh; to be made effective for and from the assessment year

-70.

Provisions for curbing wasteful or lavish expenditure in
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businesses and professions and during tax evasion: It is pro-
posed to make a few new provisions in the Income-tax Act
and to amend some of its existing provisions with a view to
curbing wastzful or lavish expendifure in businesses and profes-
sions and to counter tax evasion. The substance of these
provisions is explained below.

(1) Entertainment expenditure incurred through employees
in a business or profession: The deductible amount of enter-
tainment expenditure in businesses and professions is already
subject to certain limits, the maximum amount admissible
for the largest business or profession being Rs 30,000. In
crder to prevent the circumvention of these limits in cases
where entertainment expenditure is incurred through employees
of the business or profession out of their entertainment allow-
ance or ‘expense accounts' operated by them, it is proposed to
bring such expenditure also within the purview of the limits.
This provision is sought to be made effective for and from the
assessment yecar 1968-69.

(2) Expenditure on providing perquisites, benefits or
amenities to higher paid employees in businesses and profes-
sions: In the case of companies, the deductible amount of
expenditure incurred by them in providing perquisites, benefits
or amenities (subject to certain exceptions) to their higher
paid employees is at present limited to 20 per cent of the
basic salary of each employee. It is proposed to extend this
provision to non-corporate employers also and to bring within
the purview of the limit any expenditure or allowance admis-
sible te the employer in respect of any assets provided by
him to the employee free of charge or on a concessional basis.
Thus, where an employer has provided residential accommda-
tion or household equipment such as frigidaires, air-condi-
tioners, etc., owned by him, to his employees Iree of charge,
any expenditure incurred by the employer on the maintenance
of these assets or any depreciation allowance admissible to
him in respect thereof will also be brought within the purview
of the limit over the deductible amount of expenditure in
providing perquisites, benefits or amenities to employees.
Further, it is proposed to lay down an alternative monetary
limit of Rs 1,000 per month for each employee over the
deductible amount of expenditure incurred by the employer
in providing perquisites, benefits or amenities to his higher
paid employees. The proposed provision is sought to be made
effective for and from the assessment year 1969-70.

Thig provision will apply also for the purposes of compu-
tation of “Inecome from other sources.”

(3) New provision restricting the deduction of expenses
or payments in certain circumstances, in computing profits of
businesses and professions : (i) It is proposed to make a new
provision to the effect that where any expenditure is incurred in
a business or profession for which payment has been or is to
be made to specified categories of persons (broadly the
taxpayer’s relatives or associate concerns), the expenditure
to the extent it is considered to be excessive or unreasonable
will net be allowed as a deduction in computing the profits of
the business or profession. The reasonableness of any expendi-
‘ture is to be judged having regard to the fair market valu'e
of the goods, services or facilities for which the payment. is
made or the legitimate needs of the business or profgssmn
or the benefit derived by the taxpayer from the expendxt‘ure.
The categories of persons referred to above‘ havg been speclﬁed
in the relevant provision. These comprise, m.ter alia, any
relative of the taxpayer or where the taxpgyfzr is a company,
firm, association of persons or Hindu ur}dx}ﬂded f.amx!y. any
director, partner or member of the association ox_' family and
relatives of such persons. Persons in whqse busme§s or pro-
fession the taxpayer has a substantial m‘tere'st dlrecgy or
indirectly and persons who have a substantial mtgrest in tk'xe
business or profession of the taxpayer, are also.m.cluded.m
these categories. The term “relative”, as defined in .sgctxo;x
9(41) of the Income-tax Act, means, in relation t.o an md1v1dUat.
the husband, wife, brother or sister or any lineal ascendan
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or descendant of that individual. A person will be deemed
to have a substantial interest in a business or profession if,
in a case where the business or profession is carried on by
a company, the person holds shares in the company carrying
not less than 20 per cent of the voting power and, in any
other case, where the person is beneficially entitled to not
less than 20 per cent of the profits of the business or profession.

The proposed provision is sought to be made effective for
and from the assessment year 1968-89.

(ii) It is also proposed to provide that where in respect
of any expenditure incurred in a business or profession, any
payment is made in an amount exceeding Rs 2,500, otherwise
than by a crossed cheque drawn on a bank or a crossed bank
draft, the expenditure will not be allowed as a deduction in
computing the profits of the business or profession. This
provision will apply in respect of payments made after a date
to be notified by the central government in the official gazette,
not being later than March 31, 1969. Where any liability for
expenditure is incurred during the accounting year relevant
to the assessment year 1969-70, or any later assessment year,
and during any subseguent accounting year, any payment is
made for such liability, in a sum exceeding Rs 2,500, otherwise
than by a crossed cheque drawn on a bank or by a crossed
bank draft, the allowance originally made for the expenditure
will be withdrawn.

Powers are proposed to be taken to notify in the Income-
tax Rules any exceptions to the above-mentioned provision,
if considered necessary, having regard to the nature and extent
of banking facilities available, considerations of business ex-
pediency and other relevant factors.

The provisions set forth at (i) and (ii) will apply also

FOREVER GROWING ....... .

The State Bank of Bikaner and Jaipur
has been extending facilities of modern
banking to the people of Rajasthan
wherever they are............

It has 153 branches spread over in every
nook and corner of Rajasthan and 27
offices in practically all commercially
important centres in the rest of the

country.
YES ..o .
We take the bank where the people want
it...... even to the remotest village..,......
WE PROVIDE ...... ...... ...... ...

Liberalised assistance to Small Scale In-

dustries and to the Co-operative institu-
tions.

 STATE BANK OF
BIKANER AND JAIPUR IS YOUR BANK

marcn 19, 1968

GONSTANT
VIGILANGE
HELPS THE

TEXTILE
INDUSTRY

AT TOP LEVE

Anywhere in the world the trademark*SANFORIZED'
is your assurance against shrinkage. There is never
any need to soak cotton bearing this label before
sewing, as it will not shrink.

To maintain a uniform standard of shrinkage control
that is identical everywhere, strict and constant
vigilance is essential. In all 52 countries where the
trademark ‘SANFORIZED' is recognised and trusted
by millions of satisfied users,'SANFORIZED’ techni-
cal representatives keep an unceasing check on
licensees. Throughout the year, regular as well as
surprise visits are paid to mills...their wash test
records and samples are examined...random fabric
samples tested...on-the-spot wash tests made...
catalogued samples re-examined and re-measured...

(‘,Oo
0

SPECIAL BUDGET NUMBER

—

rd

70

0
C/o
90

- KEPOUALITY ==t 2

reports and samples sent to the U.S. to the ‘SAN-

FORIZED' Standards Testing Laboratory. Such strict
vigilance aids the textile industry to maintain high
quality standards.

Get your money's worth when you buy cotton—look
for the label 'SANFORIZED’, the pertormance
standard you can trust, and your clothes will never
shrink out of fit.

issued by Cluett, Peabody & Co. Inc. (Incorporated in the U.S.A.
with limited liabllity) proprietor of the registered trademark
‘SANFORIZED'. The proprietor uses this trademark or permits
its use by registered users, only for tested fabric which meets
its strict residual shrinkage requirements.
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ANOTHER REGORD YEAR
FOR ZBa£ceINDIA EXPORTS

Over Rs 35 Million Earned in Foreign Exchange

Despite a general economic recession in
many overseas countries, Bata-india in
1967 exported more shoes than ever in its
history and earned over Rs 35 million in

foreign exchange.

This was achieved in the face of grow-
ing and keen competition from such major
exponrters as Japan, Hong Kong, Italy and

many others. The Middie East situation
has added further problems with the re-
routing of shipments and replanning of
production to meet delivery schedules.
Bata-Indis products are sold to the
most sophisticated markets : W.Europe,
U.S.A., Canada, and others.
Bata-india—shoemakers to the world |
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for the purposes of computation of ‘‘Income from other
sources’’.

(4) Stepping up of penalty for concealment of income:
At present, the penalty imposable under the Income-tax Act
for concealment of income is a minimum amount of 20 per
cent of the tax sought to be avoided and a maximum of 150
per cent of such tax. It is proposed to provide that the
minimum penalty imposable for concealment of income will
be a sum equal to the amount of the concealed income and
the maximum amount of such penalty will be twice the amount
of the concealed income.

The proposed provision is sought to be made effective
from April 1, 1968.

(5) Punishment, on conviction before a court, of persons
defaulting in their obligation to deduct tax at source and pay
it to the credit of the government: At present, a person who
without reasonable cause or excuse, defaults in the statutory
obligation to deduct tax at source and to pay it to the credit
of the central government, is liable, cn conviction before a
court, to the imposition of a fine up to Rs 10 for every day
during which the default continues. It is proposed to provide
that the punishment for such default, on conviction before
a court, will be rigorous imprisonment up to six months and
also fine which will be not less than an amount of 15 per
cent per annum of the tax in default. This provision is
sought to be made effective from April 1, 1968.

V. Proposed amendments‘ to the Wealth-tax Act:

The substance of the proposed amendments to the Wealth-
tax Act, including those referred to in earlier paragraphs, is
set forth below :

(1) The existing provision in the Wealth-tax Act relating
to the exemption from wealth-tax in respect of the value of
securities issued under the small savings schemes of the central
government is sought to be amended to secure that the exemp-
tion will be available even where the securities owned by the
taxpayer are held in the name of any other person. The
amendment is sought to be made effective for and from the
assessment year 1969-70.

(2) In the context of the proposed institution, by the
central government, of a public provident fund, it is sought
to provide that the amount standing to the credit of an indi-
vidual in any provident fund set up by the central government
and notified by it in this behalf in the official gazette will
be excluded from the net wealth of the individual. This
amendment is proposed to be made effective for and from the
assessment year 1969-70.

(3) At present, the penalty imposable under the Wealth-
tax Act on a person who conceals the particulars of any asset
or furnishes any inaccurate particulars of any assets or debts
is a minimum of 20 per cent of the wealth-tax sought to be
avoided and a maximum of one and a half time of such tax.

It is proposed to make a provision to clarify that a person
will be deemed to have concealed the particulars of any asset
or furnished inaccurate particulars of any asset or debt if
he has understated the value of the asset or over-stated the
value of thé debt in a return made by him under the Wealth-
tax Act. Further, it is proposed to step up the penalty
imposable for cencealment of wealth (through concealment
of any asset, under-statement of the value of any asset or
over-statement of the value of a debt) to a minimum of the
amount of the concealed wealth and a maximum of twice
the amount of the concealed wealth. This provision is sought
to be made effective from April 1, 1968.

(4) The rates of ordinary wealth-tax in the case of in-
dividuals and Hindu undivided families, in the slabs of net
wealth above Rs 10,000 are proposed to _be increased by 3§ per
cent, from 2 per cent to 2.5 per cent in the slab of wealth
of Rs 10,00,001-20,00,000, and from 2.5 per cent to 3 per cent
in the slab of wealth above Rs 20,00,000. The rate
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schedule of ordinary wealth-tax in the case of individuals and
Hindu undivided families has been expressed in the form
of a self-servicing tax-table showing in respect of any given
range of net wealth, the rate of wealth-tax applicable to the
uppermost slab of wealth and the amount of wealth-tax charge-
able in respect of wealth in the preceding slabs.

The new rates of ordinary wealth-tax are sought to be
made effective for and from the assessment year 1969-70.

VI. Proposed amendment to the Companies (Profits)

Surtax Act 1964 :

As stated earlier, it is proposed to reduce the rate of
surtax on the net chargeable profits of companies by 10 per
cent, from 35 per cent to 25 per cent.

The proposed amendment is sought to be made effective
for and from the assessment year 1969-70.

CUSTOMS

The proposals include:—
(a) increase in the import duty on whisky, brandy, etc.;

(b) increase in the import duty on cloves, cinnamon and
cassia;

(c) continuance up to March 31, 1969, of the special duties
of customs at a flat rate of 10 per cent of the duty otherwise
payable, on the lines of the provision in section 38 of the
Finance (No. 2) Act, 1967. A notification is, however, being
issued exempting all imported goods from this levy so as to
maintain the status quo ante;

(d) continuance up to May 15, 1969 of the enabling pro-
vision for the levy of a regulatory duty of customs similar to
the provision in section 39 of the Finance (No. 2) Act, 1967;

(e) increase in the rate of duty on chemicals falling under
item 28, ICT and its sub-items and articles not elsewhere speci-
fied in the Tariff falling under Item 87, with the following
exceptions :(—

(1) drugs and medicines;

(2) chemicals and intermediates for the manufacture of

drugs and medicines;

3) chemical; and intermediates for the manufacture of
insecticides, pesticides and fungicides duty on which
has been exempted, subject to the maintenance of pre-
ferential margin;

(4) carbon black and red phosphorus; and

(5) GATT bound articles and articles covered by the exist-
ing special exemptions;

(f) increase-in the import duty on iron and steel biuets;

(g) increase in the import duty on certain alloy steels as
are not used in the manufacture of small tools; and

(h) increase in the import duty on high silicon electrical
sheets, other than grain oriented.

The changes enumerated in sub-paras (a) and (b) are
being given effect to by amendment of the Indian Tariff Act
and those enumerated in sub-paras (e) to (h) by amendment
of notifications already in force or by the issue of fresh noti-
fications.

The gain in revenue as a result of these proposals is esti-
mated at Rs. 1550 lakhs in a year. Details are given in Table I.

Additional revenue amounting to Rs 380 lakhs is also ex-
pected from countervailing duties, consequent on changes in
central excise duties. Details of this are given in Table II.

There will, thus, be a net increase in customs revenue of
Rs 1930 lakhs made up as under:—

(Rs lakhs)
Gain due to increase in basic import duties ... <1550
Gain due to increase in countervailing duties ... + 380
Total +1930



March 15, 1968 SPECIAL BUDGET NUMBER
512 ~ EASTERN ECONOMIST March 15, 1968

TABLE I
IMPORT TARIFF

Item Ne. in the First Brief description of Present effective Proposed effective Estimated
Schedule to the : the goods ' rate of duty rate of duty gain of re-
Indian venue in a
Tariff Act year
(Rs lakhs)
9(3) : Cassia and Cinnamon 100% ad valorem Rs. 20 per kg. (std.) and o
(std.). and 923% Rs. 20 per kg. less 74%
ad valorem (pre- ad valorem (preferential)
ferential makers of
. + 170
-do- ' Cloves 1004 ad valorem Rs. 18 per kg. (std.) and
(std.) and 924% Rs. 18 per kg. less 74
ad valorem (pre- ad valorem (preferential)
ferential)
‘ ,.’2'2(4)(3) - Whisky, ‘bflahdy. ete. Rs 44 per litre of Rs 45 per litre or 1709 + 30
_ . T S the strength of ad valorem, whichever
London Proof or is higher.
1706, ad valorem, .

whichever is higher

28 and come or its Chemicals. excluding those requir- 50% ad valorem 60% ad valorem (std.)
sub-items - ed for drugs and medicines, (std.) and 40% and 50% ad valorem (pre-
pesticides, etc. and articles ad valorem (pre- ferential where appli-
already exempted. ' ’ ferential where cable)
" applicable)
. +1200
87 Articles not otherwise specified 50% ad valorem 60% ad valorem
in the tariff, excluding (1) carbon-
black, (2) goods already exempt-
ed by.notification.
83(8) Steel ingots ST 15% ad valorem 274% ad valorem + 50
62(30) .~ . Certain alloy steels as are. not 15% ad-valorem . 274% ad valorem (std.) + 90 Y Al Iy = =
. : used in the manufacture of small (std.) and 5% ad and 173% ad valorem ) . .
tools. valorem (if of British (if of British manufac- ﬁ' dt ] d f
4 valorem (i of o Contributes effectively to India’s defence
63(31)  High silicon steel sheets other  15% ad valorem 274% ad valorem 10 ABMEL makes a wide range of batteries to meet the specialised
' - than grain oriented -requirements of the Armed Forces. These include high capacity SL|
+1550 (Starter, Lighting and Ignition) batteries for military vehicles, air-
T .craft and batteries for signalling and radio communication.,
TABLE IL Advanced techniques in manufacture, best raw material and rigid

.quality control ensure that ABMEL's products supplied to the

ITEMS FROM WHICH SUBSTANTIAL ADDITIONAL REVENUE IS EXPECTED BY WAY OF ADDITIONAL Def F
.Uetence torces are of the highest standard.

(COUNTERVAILING) DUTIES OF CUSTOMS

Item(s) in the Customs Tariff o ~ Brief description of the goods Additional .
Schedule ’ ’ reVenue in A
S ' _ : ' ‘ (Rs lakhs) i ]
‘ ASSOCIATED BATTERY MAKERS (EASTERN) LIMITED

72(5), 72(6), 72(21) and 72(25) : Refrigerating and Air-conditioning machinery and

. . , : N certain ‘component parts + 94
73, 73(10) and 73(11) o ' Transistors and semi-conductor diodes and elec-
- ' tronic valves and tubes for wireless reception

instruments L8

27(3) to 27(8) Mineral oils, lubricating oils and greases . 4 350

+ 380
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What makes the
TCEeW
HINDUSTAN BEDFORD

J O

AN IDEAL TRUCK FOR INDIAN ROADS

* The new, rugged frame with
flitch plates, as standard fitment.
% The massive Spring Pack and
9.00x20 tyres for more payloads.
* The heavier front axle
3728 Kg (8200 Ibs) and
rear axle 8182 Kg (18000 ibs).
* The more powerful
new Bedford engine
5420 c.c. (330 cu. in.) Diesel.
¥ The safer servo assisted
air pressure brakes.

m HINDUSTAN MOTORS LIMITED, CALCUTTA

SALES & SERVICE THROUGHOUT THE COUNTRY

A real tailor-made
truck for Indian road
conditions

G.V.W. 11000 KG (24250 LBS)
W.B. 3.94 M (155°), 4.24 M (167"),
4.55 M (179")

LOWEST PRICED
IN ITS RANGE

ASP/MM.3/e8
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March 15, 1968
CENTRAL EXCISE

It is proposed to extend the scope of audit type of control
to a much larger number of excisable commodities than at
present. This system of control envisages the removal of
goods by the manufacturers of excisable goods after self-assess-
ment without physical control by the central excise officers at
the time of such removal. As a large measure of trust will
be placed on the manufacturers and their accounts, it is consi-
dered necessary to provide for a deterrent punishment for
betrayal of such trust. Under the existing central excise law
the penal provisions for departmental adjudication provide
only for confiscation of the offending goods. if available, and
a maximum penalty of Rs 2,000. More stringent penal provi-
sions are considered necessary so that punishment for any

SPECIAL BUDGET NUMBER 515

evasion under audit type of control can be sufficiently deter-
rent. It has accordingly been proposed to take power enabling
t_he central government to make rules to provide for confisca-
Fxon of land, building, plant, machinery and excisable materials
if the r.nanufacturer, producer or warehouse licensee remove;
the excisable goods unauthorisedly and does not satisfactorily
account for all such goods manufactured or stored by him or
does nqt apply for the required licence for manufacture or
productlon of excisable goods or contravenes any rules with an
intent to evade pavment of duty.

2'. The rules frarped by the central government ‘in the
exercise of these provisions will be laid before Parliament as
required by section 38 of the Central Exci g
e Xclses and  Salt

A—CHANGES PROPOSED BY BILL

Description Unit

Tariff Item

Rate of duty Estimated additional
(B:ixc) o revenue during
Proposed

Existing one full year

1A Confectionery and chocolates manu- Kg.

factured with the aid of power, i.e.:

(1) Boiled sweets, toffees, caramels,

candies, nuts (including almonds)

and fruit kernels coated with sweet-

ening agents, and chewing gum.

(2) Chocolates in the form of slabs,

tablets, bars, pastilles or croguettes.

whether or not containing nuts,

fruit kernels or fruits. .

It is a new levy and a revenue measure.

4 I—Unmanufactured tobacco

(1) Flue-cured tobacco used in the Kg.
manufacture of cigarettes

(2) Flue-cured tobacco used in the "
manufacture of smoking mixtures
for pipes and cigarettes _

(3) Flue-cured tobacco and not v
otherwise specified

(4) Other than flue-cured tobacco -
used in the manufacture of
cigarettes or smoking mixtures
for pipes and cigarettes

(5) Other than flue-cured tobacco
and not actually used for the
manufacture of (a) cigarettes,
(b) smoking mixture for pipes or
(c¢) biris.

(6) Other than flue-cured and not "
otherwise specified

(8) Stalk .

Note: There will be no change in the present rates of

Rs Rs (Rs lakhs)
— 0.80 240

2.25 2.50

2.60 2.85

2.25

[N

.50

~ . .
N N e N N N N N e N A N N v

0.22 ’ 0.25

i) additional duty of excise in lieu of sales-tax and

ii) special excise duty of 20 per cent of basic duty'.
a) It is a revenue measure. The present concessional rate of basic duty on dust of tobacco continues

unchanged.

b) Explanation under sub-item (5) has been deleted as practical difficulties have been encountered

9 Diesel ofl, not otherwise specified Metric
: Tonne

Kilolitre
Metric Tonne

10 Furnace oil

Kilolitre

in notifying the varieties of unmanu factured tobacco used in the manufacture of biris,

195.00
(effective rate
Rs 106.10)
- 168.25
(effective rate
Rs 91.53)
80.00
(effective rate
Rs 49.55)
— 75.45
(effective rate
Rs 46.75)

These proposals have no revenue effect as they are only a conversion of the rates from weight to volume; the rates of
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duty of all other bulk pelroleum products are expressed involume and it is considered ne essary to do the same also n
respect of these products.

Tariff Item Description Unit Rate of duty Estimated additional
_ (Basic) revenue during
Existing Proposed one full year

Rs Rs (Rs lakhs)

22A Jute manufactures

i) Hessians Tonne 375.00 450.00
) 402
ii) Others " 175.00 250.00 ) -
1. The existing special excise duty of 10 per cent of basic duty continues.
2. It is a revenue measure.
22B Textile fabrics impregnated or coated — 25¢;
with preparations of cellulose deri- ad valorem 152
vatives or of other artificial plastic
materials.
The item will cover fabrics like artificial leather cloth, rexine, etc.
It is a new levy and a revenue measure.
22C Embroidery in the piece, in strips or 20% 240
in motifs manufactured with the aid ad valorem
of power.
It is a new levy and a revenue measure.
29A Refrigerating and air-conditioning
appliances and machinery, all sorts
and parts thereof—
1) Refrigerators, etc. 20% 309 )
ad valorem ad valorem )
. " ) 240.0
2) Air-conditioners, etc. 20% 309, )
ad valorem ad valorem )
3) Parts thereof ’ 30% 409, )
ad valorem ad valorem )
The existing special excise duty of 33-1/3% of the basic duty continues.
It is a revenue measure. o i
33AA Certain parts of wireless receiving.
sets (including parts of transistor
sets and radiograms)
a) Electronic valves and tubes - 5.00 each )
(effective )
rateRs 3.00 ) 290
. each). )
b) Transistors and semi-conductor —_ . 5.00 each )
diodes (effective )
rate Rs 1.00 )
each). )

It is a new levy and a revenue measure.

37A Gramophones, including record play-
ers, whether mechanically or electri-
city  driven, and with acoustic,
electronic or transistorised system of
reproduction or amplification, and
parts and accessories thereof, and
gramophone records, all sorts—

The amendment of the portion in bold types in the descrip tion above is of a consequential nature arising from th
proposal to levy duty on certain parts of wireless receiving sets; the change has no revenue significance ‘ ©

40 Steel furniture made partly or wholly 20% o
of steel with the aid ol power. o ad valorem
It is a new levy and a revenue measure.
41 Crown corks Each One 150
S paisa

It is a new levy and a revenue measure.
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&) UNITED NATIONS PUBLICATIONS

{
N
N\ —t-Z~

UI\\CTAD Commodity Survey

Annual Analysis of developments affecting world markets
for more than forty of the most important products, their
production, consumption, trade and price trends. Rs. 21.00

Trade Expansion and Economic Integration
among developing countries Rs. 12.00

The Growth of World Industry 1953-1965:

fNNational Tables

indicates the importance of the industrial sector in the
economy of eighty countries, measures changes in the level
of production and employment in the various branches of
this sector and delineates the main operating characteristics
of the units engaged in these branches.  Cloth Rs. 60.00

The Process of Industrial Development

in Latin America

A study of the historical evolution of industrialization, its
present characteristics and prospects for the future. Ex-
amines the salient features of the evolution, starting with
the period before the depression of the 1930’s; reviews the
production of some maijor industries; and prcsants new
industrial development requirements, regional integration,
and industrialization aims and strategy Rs. 24.00

Studies on Selected Development Problems
in Various Countries in the Middle East

International co-operation and trade expansion, settlement
patterns and problems, and development planning and
social objectives of six countries: Irag, Jordan, Kuwait,
Lebanon, Saudi Arabia and Syria. Rs. 12.00

Foreign Trade Statistics of Jordan 1960-1963

The tables in this compendium are divided into two groups:
the first group consists of three summary tables, according
to the SITC, Revised; and the second group is made up of
129 division and commodity tables, as well as one table
showing trade in unclassified items. Rs. 24.00
Other countries in the series scheduled for publication:
Iraq, Lebahon, Syria, Kuwait and Saudi Arabia.

Comprehensive Energy Surveys.

An Outline of Procedure

Indicates the various studies to be undertaken and the
various aspects to be considered in carrying out a detailed
and comprehensive energy survey. Rs. 6.00

Assessment of the Magnitude and Frequency

of Flood Flows (Water Resources Series, No. 30)
Inter-regional seminar discussions on the statistical and
hydrometeorological approaches to flood estimation meth-
ods as applied to the countries of the ECAFE region. Tables,
charts. Rs. 18.00

Transport of Dangerous Goods (1966)

Recommendations on the transport of dangerous goods
covering classification and definition of classes, listing of
the principal dangerous goods, labelling and shipping
papers. Revised edition. Rs. 33.00

SPECIAL BUDGET NUMBER

Planning of Metropolitan Areas and New Towns

The papers included here offer evocative definitions of the
technical and human problems of urban development, and
present a broad review of existing programmes of action
They were given at two meetings under the auspices of the
United Nations Housing, Building and Planning Branch
(nowthe Centre for Housing, Building and Planning).

Rs 2100
Industrial Development in Asia and the Far East

Selected documents presented to the Asian Conference
on Industrialization Manila, 1965

Vol 1 Progress and problems of industrialization Rs 30 00

Vol U Country Reports Rs 34 50
Vol lli Country Reports Rs. 30.00
Vol IV Development of Key Industries Rs. 42.00

Inducing Social Change in Developing Communities

A study of the opinions of 445 national and toreign experts
on the development projects in these specific fields agn-
culture, health, nutrition, adult education. home economics
and community development.

Cloth Rs. 30.00/Paper Rs 21 00

Social Aspects of Housing and Urban Development

Surveys the meaning of ownership and rental, different
methods of financing, standards of dweiling space and
principles of community design, of slums and squatter
towns and the low-income families in developing countries.

Rs. 600
Measurement of the Flow of Resources

to Developing Countries

A report on methodological problems by a group of experts
Includes recommendations dealing with problems affecting
the recording and reporting of data. Rs 900

Techniques of Sectoral Economic Planning:
The Chemical Industries
(Industrial planning and programming series. No. 1)

A survey of the techniques of sectoral economic planning
as applied to one particular sector on two principal topics
planning problems concerning the relationship between the
chemical industries and over-all industrial and national
economic developments; and particular features of the
chemical industries and planning problems arising within
this sector. Rs. 600

Shipping and the World Economy . Rs. 6.00

Economic Aspects of lIron-Ore Preparations
Rs. 24 00

Yearbook of International Trade Statistics
Rs. 69.00

Statistical Yearbook Cloth Rs. 90.00 Paper Rs. 66.00
Yearbook of National Accounts Statistics
Rs 60.00

Demographic Yearbook Cloth Rs. 90.00
Paper Rs 66.00

At your local bookstore

Wholesale distributors:

Bombay New Delhi Calcutta

INDIA BOOK HOUSE

Madras Hyderabad Bangalore
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Tariff Item Description Unit Rate of duty Estimated additional
. (Additional) revenue during
: — — : — : s— Existing Proposed one full year
' o Rs Rs (Rs lakhs)
MAmm Mineral Products (Additional duties 1013
of Excise and Customs) Act of 1958
GR 1 Motor Spirit Kl 165.00 200.00
2 Kerosene*
3 Refined Diesel Oil and Vaporising
SUITINGS -
L 4 Diesel Oil, n.o.s. ( Tonne 150.00
¥ 9y Kl . =
TERENE/COTTON, TERENEJACRYLIC, ) Furnace Ol ca 000 129.45
TERENE|VISCOSE, TEBILIZED AND 0 ¢ Kl ‘ 660
MAFINISED VARIETIES. 6 Asphalt and Bitumen* '
7 All products described in Item No. Tonne 300.00 500.00

MEERTLAYL GRROULS AW SHORROCR (SHORROCK), Ahmedibad - NEW SHORROCK, Nadind
STANDARD, Bombay - STANDARD (NEW CHINA), Bombay - STANDARD, Dewas + SASSOON, Bombay + SASSOON (NEW
UNION), Bombay « SURAT COTTON, Surat - MAFATLAL FINE, Navsarl « MIHIR TEXTILES, Abmedabad.

11A of the First Schedule to the

Central Excises and Salt Act. 1944
Note: The existing ceiling rates have been found to be inadequate as the over-recoveries in the hands of the oil com-
hich have to be appropriated to the Consolidated Fund of India through additional excise duties

panies w
require a higher rate of levy than at present. It is accordingly proposed to raise the ceiling as shown above
* Ppresent ceiling rates of products remain unaffected. e '
EFFECTIVE RATES BY NOTIFICATION
1 Motor Spirit
(a) Special Boiling Point Spirits K1 78.90 155.50
(b) Other than Special Boiling Point ’ .
Spirits Kl 88.15 89.0;
2 Kerosene Superior Kl 55.40 53.00
3 Kerosene Inferior K1 73.15 79‘8 o
4 Refined Diesel Oils ’

(a) (i) BOC Lub-40 and BOC Lub-50.
produced  wholly from indige-
nous crude oil or its derivatives Kl 188.90 245,50
(ii) BOC Lub-40 and BOC Lub-50.
produced wholly from import-
ed crude oil or its derivatives Kl 78.90 155.50
(iii) Jute Batching Oil, Flushing
Qil, Household Oil and Bauxite
Solvent Oil Kl 78.90 155.50
(b) Other than Jute Batching Oil,
BOC Lub-40, BOC Lub-50,
Flushing Oil, Household Oil

and Bauxite Solvent Oil Kl 42.15 47.10
5 Vaporising Oil Ki 48.30 45.95
6 Diesel Oil not otherwise specified ( Tonne 91.70 —
‘ ) ( Kl — 87.35
7 Furnace Oil ( Tonne 37.30 —
. ( Kl - 43.00
8 Bitumen/Asphalt Straight Grade Tonne 44.70 46.95
9 Bitumen/Asphalt Cut-back Tonne 46.45 47.05
10 All Products as described in item

No. 11A of the first schedule to the
Central Excises and Salt Act. 1944,
(1 of 1944) except refinery gases,
coke and mineral colza oil—

(a) Base mineral oils produced
wholly from indigenous crude
oil or its derivatives and intend-
ed for use in the manufacture
of Lubricating oils and Lubri-

cating greases Tonne 208.85 330.50
(h) Lubricating oils and Lubricating
greases produced wholly from in-
digenous crude oil or its deri-

‘ vatives Tonne 208.85 330.50
(c) Lubricating oils and Lubricating
greases produced wholly or part-
ly from imported crude oil or

its derivatives Tonne 92.75 182.75

(@) All other products Tonne 92.75 182.75

All consumer prices will not be affected by the changes as the duties though recovered from the oil companmies cannot
be passed on by way of price increases to the consumers.
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B—CHANGES PROPOSED BY NOTIFICATION

March 15, 1968

Estimated additional

revenue during
one full year

Tariff Item Description . Unit Rate of duty
No. ) (Basic)
Existing B Probbﬁéd ;
¥ Paper 15

Some concessions applicable to paper manufacturers are being further liberalised.

(Rs lakhs)

2. Coloured varieties of printing and writing paper (other than unbleached and tinted) hitherto exempted from special
excise duty leviable, are proposed to be made chargeable to such levy.

Tariff Commodity  Unit _ Rate of duty Estimated
Item No. ~ Existing ~ Proposed additional
' In hank VQ}h_t_’f_r_S_ o ~In hank o Others revenue
Unsized Sized  Unsized  Sized Unsized Sized Unsized  Sized during one
full year
(Rs lakhs)
18A Cotton yarn
19 Cotton fabrics
Effective rates of dutly
Cotton yarn )
Count group (NF)
Of or Less
more than
Rs Rs Rs Rs Rs Rs Rs Rs
51 Kg 0.90 1.08 1.10 5.20 0.90 1.08 1.10 3.50 )
40 51 0.65 0.78 110 5.20 0.65 0.78 1.10 3.50 )
34 40 0.40 0.48 070 2.40 0.40 0.48 0.70 145 )
29 34 0.05 0.06 070 240 Nil Nil 0.70 145 )
22 29 Nil Nil 040  0.44 Nil Nil 0.40 0.44 )
14 29 Nil Nil 0.25 0.28 Nil Nii 0.25 0.28 )
6 14 : Nil Nit 013 0.5 Nil Nil 0.13 0.15 )
_ 6 Nil Nil 0.13 015 Nil Nit 0.13 0.15 )
Rates of compounded duty '
Existing Proposed)
Paise Paise)
Superfine Sq. metre 22.0 22.0 ; () 8
Fine‘ 15.0 140 )
Med{um A - 6.60 6.60)
Medium B » 4.40 4.40)
Coarse ” 2.20 2.20)

Cotton fabrics (produced in composite mills)

Do you KnOW the state Bank now offers loars to
entrepreneurs who have sound projects for setting up new
industries, possess the requisite know-how and ability to
operate successfully, but do not have adequate

financial resources.

If you have a worthwhile project, drop in and see us— any time!
STATE BANK FOR SERVICE

s. 348

March 15, 1968 SPECIAL BUDGET NUMBER 591

0

CARGO SERVICES
U.S.A., U.K.—Continent, poland, U.S.S.R.
U.A.R., Far East-Japan, Austratiz.
PASSENGER-GUM-GARG@ SERVICES-

Bombay/East Afriom, india/Ceylon,
Madraz/Malaysia—Singapore.

TANKERS IN COASTAL & OVERSEAS TRADES
COLLIERS ON INDIAN COAST.

HEAD OFFICE:
‘Steelcrete House,
D. Wacha Road, BOMBAY-1.
PHONE: 246271+TELEX 371

CALCUTTA : ‘ =
Nithat House, 11, R. N. Mukherjee Road, CALCUTTA-1. '
PHONE: 239921TELEX 021311

BRANCH AT MOMBASA.
AGENTS AT ALL PRINCIPAL PORTS OF THE WORLD.

The Shipping Corporation Of India Ltd.

{ A Government of India Undertaking)

OF~1a~66

THE HINDUSTAN CONSTRUCTION CO., LTD.

WE OPERATE ON AN EXTENSIVE SCALE
AS :
CIVE ENGINEERING CONTRACTORS

FOREMOST IN THE FIELD OF :

ROADS : CAISSON AND MONOLITH SINKING BY

R::.:IAAY:D RAlL BRIDGES DREDGING AND UNDER COMPRESSED AIR

R .

CONCRETE DAMS FOR WATER SUPPLY AND : FOUNDATION WORKS FOR POWER HOUSES, ETC.
HYDEL SCHEME : PRECAST PRING

EARTHWORKS : BUILDINGS

RAILWAY AND HYDRO-TUNNRS ETC. : DOCKS AND JETTIES ETC.

Also Specialise in
. PUBLIC HEALTH ENGINEERING WORKS-— MECHANICAL EQUIPMENTS TO DORR-OLIVER SPECIFICATIONS
for 4

SEWAGE, WATER & WASTE TREATMENT PLANTS INDIGENOUSLY MANUFACTURED
SCHEMES DESIGNED AND WORKS UNDERTAKEN ON TURNKEY BASIS
OVER 100 INSTALLATIONS ALL OVER INDIA

WE UNDERTAKE PRING WORKS UNDER HINDUSTAN-ZEISSL PROCESS

THE HINDUSTAN CONSTRUCTION CO,, LTD.,

Head Office :

CONSTRUCTION HOUSE, BALLARD ESTATE, BOMBAY 1 (BR)
Phone : 268091 (13 lines) Telegrams: - HINCON - BOMBAY.
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Tariff Item Commodity Unit Rate of duty Estimated additional ® [
(Basic) revenue during ll I d t l t ‘?
Existing Proposed one full year re you a Snla n uS rla‘ lS.' 14
(Rs lakhs)
(a) Cotton fabrics—Superfine Paise Pa:se
ot - LET GOVERNMENT HELP YOU THROUGH N.S.1.C. FOR
ii) Bleached/dyed/printed » 22.0 22.0 )
iii) Mercerised etc. . 42.0 42.0 ) : 1
iv) Shrink-proofed, etc. » 57.0 57.0 ) MACHINES on easy instalment payment basis
(b)i>cg:2;l fabrics—irine 10.0 6.0 )) +348 PRODUCTION of prototypes of machinery and machine tools and
ii) Bleached/dyed/printed y 20.0 210 ) TRAINING to skilled and unskilled workers at the Prototype & Production
iii) Mercerised, etc. ” 40.0 41.0 ) hia (Delhi), Rajk d H h
iv) Shrink-proofed, etc. " 55.0 56.0 ) Centres at Okhla ( ¢ l)’ 2) ot an owra
Cotton fabri ed by ind dent . .
otton a.ru.:s process : y independent processors . ' CONTRACTS assistance from D.G.S. & D. and Rallways for supply of stores
a) the existing exemption to clear duty-free per month 20,000 sq. metres of cotton fabrics which are bleached/ .
dyed/printed, applicable to independent processors, is proposed to be withdrawn, and D|STR|BUT|QN of Radio Valves and Transistors manufactured by Messrs Bharat
b) the existing concession to the independent processors in respect of processing duty per sq. metre of power- Electronics Ltd., to small radio manufacturers.

loom fabrics is proposed to be reduced by 50 per cent.
The proposals in respect of cotton yarn and cotton fabrics include the following changes:—
(1) To reduce the duty incidence on sized cotton yarn of superfine and fine counts and to raise the duty on processed

fabrics in such a way that there is no loss or gain to the exchequer. This would give only a marginal relief on a small quantity The National Slnall Industries

of composite mill fabrics cleared in the grey stages; there would however be a substantial relief to the grey powerloom
fabrics of superfine and fine varieties. The other sectors of textile industry, namely handlooms, hosiery, rope making,

sewing threads, etc., are left unaffected. Corporation Limited

(2) The handloom sector will be afforded relief by the total exemption of the duty on hank yarn in plain straight

For further particulars you are welcome to call on or write to:

reels of or above 29 counts but less than 34 counts (NF). This exemption will cover hank yarn of Br. count 40s. The effect of
this change is a loss of Rs 10 lakhs in a full year. (A Government of India Undertaking)
27 Aluminium—Estimated loss in revenue Rs 25 lakhs. Near Industrial Estate, Okhla
Further relief of Rs 150.00 per tonne is proposed to be given to the small ore-based aluminium manufacturers whose New Delhi-20

clearances of aluminium in whatever form, did not exceed 12,500 metric tonnes in the preceding financial year.

e ——

WORLD-WIDE ‘ ‘HELP US TO HELP YOU’
BANKING

IS ON MY N | | - roundings radiate joy. More than that they help in conmtrolling diseases. On
FINGER TIPS ! 1 Railway Platforms, in Weiting Rooms and in Carriages, etc., where people

gather, it is of paramount importance to maintain proper hygienic condi-

Aﬂd it can bC on YOUf s too tions, to preserve the health of the passengers. You can help the Rail-
if you consult | ways in this fight against diseases by :

“Cleanliness is next to Godliness”, according to an old adage. Clean sur-

EXTENDING YOUR CO-OPERATION
NATIONAL ano GRINDLAYS BANK LIMITED FOR KEEPING THE SURROUNDINGS

Associated Banks and Companics P
WM.BRANDT'S SONS & CO. LIMITED » NATIONAL AND GRINDLAYS FINANCE CLEAN AND BY AVALING OF THE

AND DEVELOPMENT CORPORATION LIMITED » EXPORTERS’ REFINANCE {

CORPORATION LIMITED » ADDIS ABABA BANK S.C. e SERVICES OF SANITARY STAFF
BANK OF SOUTH ARABIA LIMITED « NATIONAL BANK OF DUBAI LIMITED « PROVIDED AT STATIONS WHENEVER
MINERVA ESTATES LIMITED REQUIRED

Branches in

ADEN, CEYLON, INDIA KENYA, PAKISTAN, RHODESIA, SOMALIA, UGANDA

Bk Ao | NORTHERN RAILWAY

LLOYDS BANK LIMITED « NATIONAL PROVINCIAL BANK LIMITED

Issued Capital and Reserves exceed £ 13 millions

NGB-2A/68
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ABSTRACT—CENTRAL EXCISE

(Rs lakhs)
Tariff Estimated additional revenue
Item No. Commodity o v 7 in one full year
Basic  Special”  Total
excise duty excise duty
I—Existing items
41 Unmanufactured tobacce " 530 106 636
17 Paper (—) 6 21 15
18A Cotton yarn (—)358 — (—)358
19 Cotton fabrics 348 . 348
22A Jute manufactures 365 37 402
27 Aluminium (—) 10 () 15 (—) 25
29A Refrigerating amd air-conditioning appliances,
ete. 180 60 240
Total Ve AN 1049 209 1258
II—New Items
1A Confectionery .. 240 — 240
22B Artificial leather cloth, rexine etc. 152 — 152
22C Embroidery e e 240 — 940
33AA Certain parts of wireless receiving sets, ete. 290 — 290
40 Steel furniture e 300 — 300
41 Crown Corks 150 - 150
Total 1372 —_ 1372
{Il—Increase in the levies under Mineral pro-
ducts (Additional duties of Excise and
Customs) Act, 1958 1013 — 1013
Total of I, II and III 3434 209 2643
SUMMARY
(Rs in lakhs)
States’ share Centre’s share Total
a) Basic excise duty 482 1939 2421
b) Special excise duty — 209 209
¢) Additional excise duty on mineral products 202 811 1013
Total: 684 2959 3843

PROVISION RELATING TO CENTRAL SALES TAX

All items on which additional duties of excise are being levied in' li.eu of sales tax have been included in Section 14 of
the central Sales Tax Act, which read with Section 15 imposes a restriction on the levy of local sales-tax. Mill-made silk
fabrics was also included with effect from March 1, 1961, due to the replacefnent of sales-tax by additional excise duties. As
basic as well as additional excise duties have been totally exempted on mill-made silk fabrics with effect from March 1,
1965, it has been decided to delete item (xi) from section 14 of thg centra¥ Sales Tax Act, thereby lifting the restrictions
imposed on the states to levy sales-tax under their local laws on silk fabries.

March 15, 1968

THE ORIENTAL FIRE & GENERAL INSURANCE CO., LTD.

(Subsidiary to Life Insurance Corporation of India)

REGISTERED OFFICE :

' Oriental Buildings:’, Mohatma Gandhi Road,
Fort, BOMBAY-1.

TRANSACTING: FIRE, MARINE, MOTOR AND ALL OTHER CLASSES
OF GENERAL INSURANCE BUSINESS.
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Proposed Revision of Postal and Telegraph Tariffs
SECTION 1

POSTAL (Inland)

525

et e S

Existing Tariff

Proposed Tariff

Item
Letters Up fo 15 grams
Per 15 grams therealter
Post Cards Single

Reply Paid

Letter Cards

Book, Pattern and
Sample Packets

Book Packets containing
printed books only

Up to 50 grams
Per 25 grams thereafter

Per 50 grams

Registered Newspapers For single copiées
Up to 60 grams
Exceeding 60 grams Lut not
oxceeding 100 grams
Exceeding 100 grams but not

exceeding 250 grams
Per 230 grams thereafter

Parcels Per 400 grams

Registration Fee

Acknowledgement Fee
Certificate of Posting Fee Per three articles
Up to Rs 100
Per Rs 100 thereafter
(Up to Rs 5,000)
Per Rs 1000 thereaiter
(Up to Rs 10,000)
d ommission Per Rs 10
Money Order € (M.O. form cost 3 paise which
is adjustable towards com-
mission)
For each Postal Order Unp to
Rs 5.
For each Postal Order over
Rs 5.
vValue Payable Articles Not exceeding Rs 15
—Posting Fee Exceeding Rs 15 but not
exceeding Rs 25
Exceeding Rs 25

{nsurance Fee

Postal Orders

Express Delivery

Fee
Late Fee Unregistered articles
Registered articles
Post Boxes and Bags: Rent
For full For three
official calendar
* year months
TT7TRs | Bs
Post Box 25 8
Post Bag-—
In places having o
Post Box system 20 7
In places having a )
Post Box system 25 8
Post Boxes and Bags combined-—
With same number 30 9
With different number 50 16

10

65
60
10

45

25

100

10

10
15

15

10
15

P Up to 15 grams 20 P
P Per 15 grams thereafter i5 P
P Single 10 P
P Reply Paid 20 P
P 5P
P Up to 50 grams 13 P
P Per 25 grams thereafter P
P Up to 100 grams 0P
Per 50 grams thereafter 5P
For single copies
P Up to 100 grams 5P
P
Exceeding 100 grams but
P not exceeding 250 grams 16 P
P Per 250 grams thereafter 5P
P Per 400 grams 80 P
P 70 P
p 15 P
P Per three articles 10 P
P Up to Rs 100 50 P
Per Rs 100 thereafter
P (Up to Rs 5000) 30 P
Per Rs 1000 thereafter
P (Up to Rs 10,000) 100 P
P Per Rs 10, up to Rs 20¢ 20 P
Per Rs 20, beyond Rs 200 30 P
(M.O. form to cost 5 paise
adjustable towards commission)
Per Postal Order of any
P denomination up to Rs 10 16 P
P
P
P Not exceeding Rs 25 10 P
P Exceeding Rs 25 20 P
P 20 P
P Unregistered articles 5P
P Registered articles 20 P
Rent
‘For ful} T For three
official calendar
year months
Rs " Rs
Post Box 30 10
Post Bag—In any office 30 10
Post Box and Bags Com-
bined—with same or
different numbers 50 13
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POSTAL (Foreign)

March 15, 1968
March 15, 1968

Surface Postage Rates Existing Tariff Proposed Tariff
P
Up to 20 grams 50 P Up to 20 grams 75
hetters Pgr 20 grams thereafter 30 P Per 20 grams thereafter 45 P
Post Cards Single 0P Single . 45 P
Reply Paid 60 P Reply Paid 90 P
Printed Papers, Up to 50 grams 30 P Up to 50 grams 0P
i 0 grams
Samlflss andl Mixed P:}e;eresaftegr ) 15 P Per 50 grams thereafter 20 P
Fackets Minimum charge for samples Minimum charge for Samples
or mixed packets 50 P or mixed packets 75 P
Registered Newspapers Up to 50 grams 16 P Up to 50 grams 20 P
. Per 50 grams thereafter 8 P Per 50 grams thereafter 10 P
Small Packets Per 50 grams 30 P Pgr .50 grams 40 P
) Minimum charge 100 P Minimum charge 150 P
Delivery fee on each inward Delivery fee on each inward
“Small Packet” 150 P “Small Packet” 150 P
b Up to 250 grams 200 P Up to 250 grams 300 P
Insured boxes Per 50 grams thereafter 40 P Per 50 grams thereafter 60 P
Registration fee (i) Bulk Bags 150 P (1)Bulk Bags 300 P
(ii) Other articles 60 P (ii) Other articles 70 P
25 P P
Acknowledgement fee 5o P ?g o
fln:luifry fee 15 P b
sate lee
T Air Mail Rates Existing Tariff , 7 Proposed Tariff
T ' Combined postage and Air Fee Combined postage and Air Fee
Countries Post Cards Aerograms Post Cards Aerograms
ountr
20 P 20 p
Ceylon, Pakistan ;g 113 42 o z g ég 11;’
Afghanistan, Burma P 65 p 75 b >
List I Countries—Aden, etc. o P 65 p 7 p oS
List II Countries—UK, etc. 6‘0 : 6l5 b ne o
List III Countries—Australia, etc. ... 6 6-5 b oy o
List IV Countries—USA, etc. . ... 60 P
Section I-—Estimated additional revenue in a year—Rs 24.70 crores.
SECTION II
TELEGRAFPHS
e Existing Tarilf Proposed Tariit
‘Ordinary  Express Ordinary  Express
{. Inland Telegrams Rsp Re P i ore:
i First 8 words 1 20 2 40
- st 8 words 1 00 2 00 o1
Non-Press g;l;h additional word 0 10 0 20 Each additional word 0 10 0 20
; First 8 words 1 00 2 00
i First 8 words 0 80 1 60 /01 )
Greetings E;ch additional word 0 10 020 Each additional word 010 0 20
P First 50 words 0 175 1 50 First 50 words 1 00 2 00
ress Each additional 5 words 0 07 013 Each additional 5 words 010 0 20
i : Rs 30 First 335 Sq. Cms. Rs. 10
Phototele- First 335 Sq. Cms. =
nﬁm Each additional 100 Saq. Each additional 100 Sq. Cms,
s l Cms. thereafter Rs 9 thereafter Rs 10

If the address in an inland telegram is more than
5 words, it is proposed to allow additional words in

the address—between 6 and 10 words- -free
charge. In effect, the address part of a telegram

exceeding 5 words and not exceeding 10 words will
be charged for.

of

not

Section II—Estimated additional revenue in a year—Rs 1.08 crores.

SUMMARY OF ESTIMATED ADDITIONAL REVENUE IN A YEAR

Rs 24.70 crores
Rs 1.08 crores

Section I—Postal Tariffs
Section 1I-~Telegraph Tariffs

Total

Rs 25.78 crores

To expand its international banking serv-
ice on the East Coast, United California
Bank has added a wholly owned subsidiary:

United California Bank International at 61
Broadway in New York.

UCB International was Western Bancorpora-
tion International Bank, chartered in 1961

to conduct international banking.

In the West, UCB is affiliated with the West-
ern Bancorporation group of 24 banks with
more than 550 offices, to provide unique
banking coverage of 11 states.

When you think of doing business in the
United States, consider the advantages of
doing business with United California Bank.

SPECIAL BUDGET NUMBER

Now UCB gives you
broader access to
U.S. markets with
UCB International

in New York City

CALIFORNIA
BANK

THE BANK THAT DOES A LITTLE MORE FOR YOU

Los Angeles headquarters: 600 South Spring Street, Phone (213) 624-0111
San Francisco headquarters: 405 Montgomery Street, Phane (415) 397-2022
United Calilfornia Bank International, New York: 61 Broadway, Phone (212) 944-0750
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With the Best Compliments
of:

THE

VANGUARD INSURANCE
COMPANY :

Registered Office : MADRAS = 1

HYDROCHLORIC ACID
BELACH LIQUOR

at

SAHUPURAM, ARMUGANERI
TIRUNELVELI Dist.

1. CAUSTIC SODA (Rayon grade)
2. LIQUID CHLORINE

3. TRICHLOROETHELENE

4, PERCHLOROETHELENE

5.

6.

MADRAS
Gram: ‘CHEMICALS’
Arumuganeri

Phone: 30 Kayalpatnam

SAHU

Gram : “SODACHEM” Bombay

BROTHERS (Saurashtra)

DHRANGADHRA CHEMICAL WORKS LIMITED

Manufacturers of Heavy Chemicals

SODA ASH
SODA BICARB
CALCIUM CHLORIDE
SALT

at

DHRANGADHRA
GUJARAT State

Gram : ‘CHEMICALS’
Dhrangadhra

Phone: 31 & 67
Dhrangadhra

MANAGING AGENTS

PRIVATE LIMITED
«NIRMAL” 3rd floor

241 Backbay Reclamation, Nariman Point

BOMBAY-1.

212407
Phone: 214552-3
213294
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Explanatory Note on the Budget 1968-69

i i Explana-
THE GOVERNMENT of India bas 1§sued an
tory Note on the Budget to explain briefly the budgetary
position in the current year and the _next year. Extiacts
from the Explanatory Note are given below:

The annual financial statement which is ;aid befoxtctahb:)ltll;
jament is prepared in accordance Wi

gz:ssi(;isca(:ifo: a;xlﬂ;scribed in consultation with thg Comptroller
and Auditor General. In order. however. to give a clearer
picture of the financial transactions reflected in the budget.
the annual financial statement has been ‘reclassxﬁed and pre-
sented as Statement I of this document. The ﬁgures of receipts
and disbursements in the two stgtements will not. the.re:f?re,
tally but the difference lies only in the manner of exhibition.

Statement I has been prepared in two parts. viz. the
Jevenue budget and the capital budget.

The receipts portion of the statement on revenue budget
shows the gross tax and non-tax revenues realised by govern-
ment, the shares of taxes and duties ‘transrerred to 'states
and local bodies being shown as reductions, thus leading to
the net revenue retained by government.

The disbursements portion of the statemem' on tl}e revenue
budget shows the direct expenditure. categorised linto deve-
lopmental, defence and other expenditure and assistance to
state and union territory governments met out of the revgnue
budget. The developmental expenditure is further gategon.sed
into expenditure on social services and on economic services
under different heads. Likewise other expenditure has been
categorised into tax collection. administrative services, interest
payments, etc. The assistance to states for developmental and
other purposes has also been shown separately.

The receipts portion of the statement on the capital budget
shows the main categories of capital receipts, viz., debt raised
in India. foreign loans, PL 480 assistance, small savings and
recoveries of loans and advances given by government, the
repayments of debt being taken in reduction of the gross

borrowings.

The disbursements portion of the statement on capital
budget shows the direct expenditure categorised into develop-
mental, defence and other expenditure, assistance to state and
union territory governments in the form of capital grants and
loans and advances to state and union territory governments
and other parties including public sector undertakings. While
the direct developmental expenditure has been clas§iﬁed &S
expenditure on social services and on economic services and
further divided into principal sectors, the transfers to states
and union territory governments and loans and advances to
other parties have been shown separately for developmental
and other purposes.

Statement II gives a summary of the financial transactions
under broad categories in each of the years since 1961—6?..
This statement also indicates at the end the overall deficit
in each of these years.

The explanatory note which follows explgins the mai.n
variations.between the budget and revised estimates of this
year and the budget estimates of next year.

REVISED ESTIMATES 1967-68

REVENUE BUDGET

The current year’s budgei estimated a revenue surplus »f
Rs 303 crores which is now likely to be reduced to Rs 87
crores. This is the result of a shortfall of Rs 180 crores
under net revenue receipts and an increase of Rs 36 crores
under revenue disbursements.
Revenue Receipts

The total gross revenue for the current year is e.stimated
at Rs 2994 crores as compared to the budget estimate of

Rs 3,146 crores, thus showing a shortfall of Rs 152 crores.

Import duties which were expected to yield Rs 518 crores
at the budget stage, are now estimated to amount to about
Rs 393 crores, the reduction being attributable to lesser im-
poris due to recessionary conditions in the economy and a
shift in the pattern of imports to less dutiable items of import.
Export duties which were estimated to yield Rs 119 crores
are now likely to amount to Rs 125 crores.

The budget estimate of collection from union excise duties
was Rs 1,205 crores after taking into account the effect of the
budget proposals and certain concessions announced subse-
quently. The revised estimate is placed at Rs 1,163 crores.
The shortfall would thus be Rs 42 crores which is largely
accounted for by lesser collections under sugar, iron and steel
products and cotton yarn.

Corporation and income-taxes together are likely to show
a shortfall of Rs 20 crores as compared to the original budget
estimate of Rs 640 crores due to continued sluggish conditions
in the economy. This shortfall of Rs 20 crores is the net
result of a fall of Rs 30 crores under corporation tax and an
increase of Rsg 10 crores under taxes on income.

Other revenue heads show an improvement particularly
under sales tax and interest receipts.

The states’ share of union excise duties this year will
be Rs 235 crores as against Rs 250 crores estimated at the
budget stage, the reduction being due to shortfall in collections.

The states’ share of income-tax will be Rs 43 crores more,
including arrears in respect of last year, due to larger income-
tax collections forming part of the divisible pool both last
year and this year.

The revenue receipts, net of states’ share. thus show a
shortfall of Rs 180 crores

Revenue disbursements

The disbursements met from revenue are now estimated
at Rs 2,485 crores as compared to the budget figure of Rs 2,449
crores, thus showing an increase of Rs 36 crores.

Defence services estimates (net) on revenue account show
a rise of Rs 14 crores largely because of dearness allowance
increases.

Civil estimates show an increase of Rs 7 crores, which
is the net effect of increases under ‘other expenditure’ (Rs
16.6 crores) and lesser expenditure under ‘developmental ex-
penditure’ (Rs 9.4 crores).

The increase under ‘other expenditure’ is mainly under
police (Rs 10 crores) largely due to additional requirements
of the Central Reserve Police and the Border Security Force
and payments to state governments for police forces deployed
on behalf of the centre. The rest of the increase is largely
because of dearness allowance increases.

The saving under developmental expenditure occurs main-
ly under agriculture.

The grants to state and union territory governments will
be Rs 15 crores more because of larger provision for scarcity
relief and Plan assistance in the form of grants.

CAPITAL BUDGET
Capital Receipts.

The public debt raised in India is Rs 76 crores more than
estimated at the budget stage. This, however, is almost wholly
due to the funding of ad hoc treasury bills into dated securities
(Rs 75 crores).

The budgetary receipts from external assistance excluding
PL 480 loans are placed at Rs 720 crores. In addition Rs
36 crores were deposited by the World Bank with the Reserve
Bank as interim debt relief. The external assistance thus
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fell Rs 109 crores short of the budget estimate of Rs 865 crores.

The rupee accruals from PL 480 imports which are in-
vested in special securities of government and also the PL 480
convertible currency credit are placed at Rs 366 crores as
against the budget estimate of Rs 285 crores.

Loan repayments by states and others will also be more
by Rs 63 crores, of which Rs 17 crores are notional adjust-
ments, loans already granted having been converted into fresh
loans or grants.

Provident fund deposits will be Rs 18 crores more due
to the arrears of dearness allowance increases sanctioned to
government employees, held in the provident fund. The
annuity deposits will be Rs 6 crores more due to the surcharge
levied during the year.

Small savings are expected to show a shortfall of Rs 20
crores as compared to the budget estimate of Rs 130 crores.
The railway funds deposited with government will also be
less by Rs 33 crores, due to shortfall in railway revenue (Rs
17 crores) and increase in working expenses (Rs 23 crores)
partly offset by lesser capital and other expenditure. The
P & T funds deposited with government will be Rs 5 crores
less even after drawing an advance of Rs 20.6 crores from
general revenues for payment of dividend liability and cover-
ing working deflcit.

Capital disbursements :

Capital expenditure — The current year’s budget provided
for a capital expenditure of Rs 756 crores. The revised
estimate in this regard is placed at Rs 701 crores, thus showing
a shortfall of Rs 55 crores which is spread over a number of
items.

The defence capital outlay will be less by Rs 7 crores.

The developmental expenditure shows a saving of nearly
Rs 38 crores under economic services. This is because of lesser

March 15, 1968

inygstments in Food Corporation (Rs 6 crores), Bharat Alu-
minium (Rs 5 crores), Hindustan Organic Chemicals (Rs 3
crores), Bharat Heavy Plates & Vessels (Rs 2 crores) and
Bharz}t Heavy Electricals (Rs 2 crores). Bokaro Steel shows
a saving of Rs 18 crores, but this is more than counter-balanced
by the increased requirements of the Hindustan Steel (Rs 19
crores). The railway capital will also be less by Rs 12 crores
Agriculture and allied services also show a saving of Rs 7
crores.

As regards the rest. the state trading scheme in respect
f’f fertilisers shows an improvement of Rs 20 crores, but this
is partly counter-balanced by increased outlay on foodgrains
(Rs 13 crores) duc largely to increases in stocks.

The capital grants (developmental) to states will be Rs
8 crores more on account of larger requirements for roads

Loans and Advances

I‘he current budget included a provision of Rs 828 crores
for giving loans and advances to states, including Rs 11 crores
met from reserve funds. The revised requirement is Rs 878
crores, including Rs 17 crores met from reserve funds. The
increase of Rs 50 crores is mainly on account of larger provision
for ways and means assistance to states. Thig is over and
above Rs 58 crores of ad hoc loans sanctioned during the
year {o certain states which were running overdrafts with
the Reserve Bank.

The provi.sion for loans and advances to union territory
governments is Rs 24 crores as against Rs 23 crores in the
original budget.

The current budget included a provision of Rs 394 crores
for giving loans to “others” including public sector undertak-
ings. The revised requirement is Rs 493 crores. The increase of
Rs 99 crores is spread over a number of items.

The requirements of government companies and corpora-
tions and port trusts have gone up by Rs 64 crores due mainly

experienes eemirms...

e —— et R

MODI

SEWING
THREAD

Produced from the finest cotton
at our most modern automatic
imported plant in plain white
or dyed in a rainbow of fast
colours, Modi Sewing Thread
has been found by experience
to be of best quality
for domestic and industrial
sewing and for embroidery.

MOD!I THREAD MILLS Makers of Quality Threads & Proprietors : MOD! 8PG. & WVG. MILLS CO. LTD., MODINAGAR (U.P.)
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' Car't move without being
taxed?® |

INCOME TAX

If you earn there’s income tax, if .you save there’s wealth tax, if you sell assets there’s
capital gains tax, if you're generous there’s gift tax, if you die there’s estate daty...,
‘can’t move without being taxed!

Save on taxes with Life Insurancel

/- You will be surprised at the savings possible by way of 1ax relief on
Inceme tax, super tax, weaith tax, gift tax and estate duty. The higher
your income group, the heavier your taxes and the greater your

ible tax relief through Life Insurance. Many people are unaware of

- this and therefore, do not take advantage of tax savings possible with
Life Insurance.

Let your LIC agent advise you personally on how you can benefit, with
reference to your specific income, expenditure and family requirements.

//\

@? fife Jnsurance

o4 Corporation of Judia
Asririniged
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. .The Seed Co_rn: There is one qui-  Profit is the seed corn of industry. As
ck way of bringing a farm to an end,  the corn grows and the seed increases,
jand that is to rob the farmer of his so profits flow out of industry. They
.seed corn. 'Out of each harvest, a  are not a weed, to be scythed by the
farmer miust put by & percentage of his  scythe of taxation or to be eradicated
corn to plant again in the next season. by the hoe of nationalization. They are
lAnd if he has to expand and to plant  the measure of an industry’s efficiency.
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Patterns produced by the lights of cars moving along Marine Drive, Bombay,
caught by the camera in a time exposure
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1 in internal resources, the details being Hindustan
:e:tllo(rgsalu crores), Neyveli Lignite and Bharat Heavy Elec-
.jcals (Rs 7 crores each), ONGC, Fertiliser Corpox:atlon and
lindustan Machine Tools (Rs 4 crores each), .Indnan I?rugs
nd Pharmaceuticals Limited and Mining and Allxeq Machmery
orporation Limited (Rs 3 crores each). An addxtlona} loan
f Rs 10 crores was also made to the Food (;Ox‘poratlon to
nable it to finance food procurer.nent operations. Madras
-efineries was also given an additional loan of Rs 5 crores

nd port trusts Rs 3 crores.
The rest of the increase under “others” is accounted f.or
hnical credits to UAR and east European countries
to the P & T revenue
19 crores) and loan of Rs 20.6 crores
g.«sserve fund to enable the P & T department to clear the
jvidend liability to the general revenues and also cover the

psidual deficit.

y larger tec

'ontingencies etc.

There was a provision of Rs 16 crores for contingencigs
nd financial institutions in the budget. The actual expeydl-
re is now reflected under the relevant heads and the revised

gainst this item is nil

lepayment of debt

The current year'’s budget provided for repayment of Rs
58 crores of debt raised in India and -Rs 195 crores of debt
aised outside India. The revised estimates in this regard

re placed at Rs 259 crores and Rs 185 crores.

pverall position

The current year’s budgetary operaticns are cxpected to
how an overall deficit of Rs 300 crores as a result of tl}e
.ariations mentioned above, the main items being shortfall in
xternal aid utilisation, import duties and othey revenues,
esser internal resources of public sector um'ie.rtakmgs includ-
ng Railways and P & T necessitating provision of funds by
rleneral revenues and large ways and means assistance to states.

So far as expenditure is concerned, the following will show
hat there has been no overall increase:—

Rs crores

Jtem Budget Revised
1967-68 1967-68

expenditure 1996 2017 The increase of
tevenue P Rs 21 crores is
largely due to
dearness allow-
ance increases.
~apital Expenditure 756 701 There is a de-
-apita P crease of Rs 55
crores.
~ontingencies, etc. 16
Total : 2768 2718

On the other hand the states’ share of central taxes and
futies and the assistance to state and union territory govern-
~ents in the form of grants which is also shown as expenditure

., ye goneaup.

(Rs crores)

Budget Revised

Items ,

1967-68 1967-68

—— :

Share in taxes and duties ... 389 416
Revenue grants ... ... 452 467
Capltal grants .. 28 36
869 919

+ —————
The provision for loans and advances has also gone up

due largely to shortfall in resources of states. public sector
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undertakings including Posts and Telegraphs Department as
below -

(Rs crores)

Budget Revised
Estimate, Estimate,
1967-68 1967-68

(i) States and union
territory governments 851 902 The increase of Rs
51 crores is due to
larger ways and
means assistance.
(ii) Others:
government companies,
statutory corporations
and port trusts 181 245 The increase of Rs
64 crores ic large-
ly due to shortfall
in internal re-
sources of public
sector undertak-

ings.
Financial institutions 54 49
Posts and telegraphs 20 Due to fallin in-
ternal resources.
Other loans 159 179

As against the above, the recoveries of loans and advances
will also be larger by Rs 63 crores.

BUDGET ESTIMATES 1968-69
REVENUE BUDGET

The revenue surplus for next year al existing rates of
taxation is estimated at Rs 80 crores as against Rs 87 crores
in the current year. This reduction of Rs 7 crores is the
result of an increase of Rs 131 crores in the net revenue
receipts and increase of Rs 138 crores in disbursements.

Revenue receipts — The gross revenue receipts for next
year are estimated at Rs 3.132 crores i.e.. Rs 138 crores more
than in the revised estimates.

The customs revenue is expected to show a decline of
Rs 3 crores as compared to the revised estimate. This is the
net result of an increase of Rs 22 crores under import. duties.
due to anticipated larger imports and reduction of Rs 25 crores
under export duties as a result of the concessions announced
on February 7.

Union excise duties collections are placed at Rs 1250 crores
i.e,, Rs 86 crores higher than in the revised, this increase being
spread over a number of items, notably petroleum products,
iron and steel products, tobacco and rayon and synthetic fibres.
Realisations in respect of sugar will however be less because
of the duty concessions on higher clearances.

Corporation and income taxes are expected to go up by
Rs 10 crores only, next year’s receipts being based on the pro-
fitability position this year.

Interest and dividend receipis will be Rs 29 crores more
due to the growing volume of loans and capital advanced by
government and the surplus profits of Reserve Bank accruing
to government will also be Rs 5 crores more. The rest of
the increase is spread over a number of items notably sales
tax and PL 480 grants.

The states’ share of union excise duties will be Rs 33 crores
more than in the revised, consequent on higher estimate of
collections.

The states’ share of income-tax and estate duty is placed
at Rs 155 crores, i.e., Rs 26 crores less than in the revised, due
to absence of provision for payment of arrears.

The revenue receipts net of the states’ share will thus
be Rs 131 crores more than in the revised.

Revenue disbursements—The t{otal disbursements met from
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revenue next year are estimated at Rs 2623 crores i.e., Rs
138 crores more than in the revised estimates.

The defence expenditure (net) next year would be Rs
894 crores i.e., Rs 38 crores more than in the revised, due
mainly to the effect of the dearness allowance increases and
increased cost of stores purchases.

Civil expenditure next year would be Rs 89 crores more,
the main increase being under interest charges, Rs 42 crores.

Social and economic services account for an increase of
Rs 34 crores, of which the bulk occurs under education and
scientific departments (Rs 15 crores). Medical and public
health account for an increase of nearly Rs 6 crores, mainly
under family planning and agriculture (Rs 2 crores). Export
promotion measures account for an increase of Rs 8 crores
despite lesser requirement for sugar subsidy (Rs 7 crores).

Grants-in-aid to states and union territories will be Rs
11 crores more—Rs 6 crores under union territories and Rs
5 crores under states—the latter is the net result of larger
grants for developmental purposes and less grants for secarcity
relief and absence of provision for grants in lieu of income-
tax share.

Other expenditure (other than interest charges) will be
Rs 13 crores more. Of this the heads relating to administration
(tax collection and administrative services, including police
and audit) account for an increase of nearly Rs 9 crores. The
rest of the increase is mainly due to larger provisions for aid
to other countries.

CAPITAL BUDGET

Capital receipts—The public debt to be raised in India is
placed at Rs 300 crores and receipts from foreign loans Rs
775 croves, as against Rs 756 crores this year including Rs
36 crores on account of interim debt relief by the World Bank.

The rupee accruals from PL 480 imports which are invested
in special securities and the convertible currency dollar credit
are expected to yield Rs 269 crores next year (excluding Rs
5 crores of PL 480 grants shown in the revenue section) as
against Rs 366 crores this year. P & T and railway funds
(other than development fund) will yield Rs 21 crores.

Small savings, provident funds and annuity deposits
together show a reduction of Rs 32 crores, due mainly to the
absence of the special item this year of arrears of dearness
allowance held in the provident fund.

The repayments of loans by states and others together
are placed at Rs 549 crores next year as against Rs 493 crores
this year, the bulk of the increase being in respect of loans
given to states and public sector undertakings.

Capital Disbursements :

Capital expenditure—Next year's budget provides for a
capital expenditure of Rs 737 crores as against Rs 701 crores

this year.

The outlay on econcmic services will be Rs 42 crores more
next year mainly as a result of larger provision for Bokaro
Steel (Rs 110 crores as against Rs 57 crores this year), Hindus-
tan Copper (Rs 9 crores), Food Corporation (Rs 5 crores)
partly counterbalanced by lesser requirements for Hindustan
Steel (Rs 19 crores), Madras Fertilisers (Rs 7 crores) and
Fertiliser Corporation (Rs 4 crores). A provision of Rs 4 crores
has also been made for air corporations (Indian Airlines) as
against ‘nil’ this year.

The provision for aviation and Overseas Communications
Service is Rs 12 crores as against Rs 5 crores this year, due
mainly to installation of high power surveillance ra.dars and
procurement of equipment for the satellite earth station. The
capital outlay on Railways will, however, be less by Rs 7

crores.
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. '}Il’he scheme of purchase of foodgrains envisages a gross
i)h ercna:se oths 43§ crores and sale proceeds of Rs 333 crores,
the rebo;;t ay being Rs 102 crores, of which Rg 100 crores

or buffer stock purposes. After allowing for write-back

:; revel}ue of lpsses ‘in previous years, the net provision in
e capital section will be Rs 82 crores

expe'rl‘lgﬁusrcehg;n;“ O?fespumhase of fertilisers envisages a gross
. crores and sale proceed
thus leaving a net profit of Rs 7 cr;)res 18 of e 215 crores
Defence capital outlay wil] be
7 crores more than in the revised.
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PLAN PROVISIONS
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-
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SPECIAL BUDGET NUMBER

Rely on

ISHWAR'’S

backed with latest teshnology 4.
5. Acid resisting bricks and cements.

FOR THE STEEL DLHTRY 7

NP8 /1i-118

1. insulating Bricks for fuel economy.

2. Refcem-15, high alumina cement.
3.B. F. C. High temperature castable refractories, for

monolithic constructions.
B. F. C. High temperature cements and mortars.

6. Sillimanite bricks and mortars.

. Fire Bricks with Alumina 30% to 72% in

all shapes and sizes.

TheISHWAR INDUSTRIES &,

H. O.Ishwar Nagar, New Delhi. Phones : 7624176242 ;76243
B.0. Niwar, Katni (Madhya Pradesh) Phones: 23 & 24
Sole Selling Agents in South.

M/s. Scott & Pickstock Ltd., 6, Armenian Street, Madras-1.

SALES OFFICE
11, Bank Street,Bombay-1. Tel:- 251898

FE L

..and we do it through our 142 scheduled flights. People who
fly on our services tell us that our fare Is the lowest in

the world. We can't deny It as we carry you on jets and
turbo-props for just 38 paise or 5 cents per mile as against

——

AMG 1060A .

We cover
36000 kilometres
and fly to
B3 stations

everyday..

53b

52 paise or 7 cents in other parts of the world.

They also say we must be among the big ten in the world.
Well, we are the 8th biggest in four continents except America.

#I Indian Airhines
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He’s one of our best
customers

though

he doesn’t know it
yet

When he grows up he'll stop riding his pram
§made from tubes we make) and have a world-
amous bicycle fitted with the most comfortable
saddle and a bright dynamo lamp, all of which
we make.

The power to light his home will come through
one of the millions of transformers we help to
make with our cooling tubes.

The bus, car or train he rides will have steel
tubes as part of it, which we produce in every
shape and size for all such requirements.

Comingto think of it, we will have much todo
with his life, even considering what we make now.

And our future growth? That’s for him to
guide, for what we do is what would do him
good, directly or indirectly.

What we make now: ;l;x;x-w:nl.ERW:lBellubil:’;.co}d-

. rolled steel strip, Diamond roller
R’ﬁn:: ta,:d f;g':' "c’),cf:’“a'ﬂg; chains for heavy and light engineer-
have st standards of unequallea % i 'r"d““é'“' ',"d METSEC cold
quality in over 135 countries; Ol-formed metal sections.

Kohinoor and Grand Champion
cycles for the export markets.

Tru-WEeL ERW steel tubes,
Brampton cycle fittings, Olym-

ic, Brooks and Hector saddles,

1cycle chains and Miller dyna-
mo lighting sets for the cycle
fadustry and trade.

TUBE INVESTMENTS OF INDIA LTD, Madras-1

Proprictors of: TI Cycles of India—Tube Products of India—The Wright
Saddles of India—T] Metal Sections. Subsidiaries: Ti Diamond Chain
Limited-T1 Miller Limited

Bucked by Tl Research and Technology 4.3580
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Only India Pistons manufacture — All Unde;
One Root - - the entire piston assembly ...pistons,

Y pins, rings, circlips ...and cylinder liners.
V.

THE BENEFIT
OF MATGHED
GOMPONENTS...
ALL FROM

//\/;; Each component is engineered to perform
its individual function in complete harmony
with the assembly as a uniform team.

And because India Pistons quality products
are built to leadership standards, they render
maximum performance for the most dependable

»

/

and economical service,

INDIA PISTONS LIMITED

SEMBIAM MADRAS.11

March 15, 1968

SPECIAL BUDGET NUMBER

STATE MENT—I
|—REVENUE BUDGET

(Rs crores)

- - 1968-69
RECEIPTS 1967-68 1967-68
‘ Budget Revised Budget
~ e
A. Tax Revenue
(a) Taxes on income and
expenditure ‘ ’ - o
(i) Corporation Tax 350.60 319.65 324.35
—4.00%
(ii) Taxes on income
other than cor- 005 05,05
i {ax 240,00 300.35 305.65
poration +14.007
(iii) Expenditure tax 0.09 0.03 0.03
() Taxes on property and
capital transactions o e L
(i) Estate duty 7.25 7.25 7.5(
(ii) Taxes on wealth 12.50 11.00 11.00
(iii) Gift tax 1.50 1.50 175
(iv) Land revenue .21 (a,};} 0.18
(v) Stamps etc. 1.83 1.75 1.81
(¢) Taxes on commoedities
and services ) ) i
i stoms 640,12 522.69 519.97
W custe +19.307%
(iiy Union excise ‘ )
duties 1205.48 1163.48 1249.65
+36.437
tate excise
G csiu':i:s 2.16 3.19 3.97
(iv) Taxes on vehicles 1.46 1.52 1.61
(v) Sales tax 17.45 19.07 21.07
(vi) Other taxos o .
and duties 5.11 5.83 6.21
tal Gross Tax
ToRevenue 2535.17 2357.45 2454.75
+65.73%
Less Transfers:
(a) To States: ‘ i
: ¢ 131.58 174.52 148.34
come @ax
® i +8.16%
(ii) Estate duty 6.94 6.58 6.81
iii) Union excise ‘
aw d:ties 249.73 234.64 267.53
+-6.84+
: ies 5.82 6.00 6.28
(b) To local bodies 2 28
ransfers 394.07 421.74 .
Totat T +15.00%
214110 1935.71 2025.79
Net tax revenue 20218,
B. Non-tax revenue
(i) Interest receipts:
(2) From state and
union terri- .
Ld tory govts. 185.00 195.00 205.00
(b) From others 91.70 39.00 113.01
i) Dividends: ‘
(”)(a) From Railways 141.56 141.08 152.00
(b) From P&T 15.78 18.35 12.82
(¢) From others 6.47 10.70 10.82}
(ifi) Currency and mint 78.02 78.55 86.05
(iv) Other receipts 82.55 93.51 g;gg
Total non-tax revenue 611.08 636.19 676.
, eceipts
Total Rivenue ® P 2752.18 2571.90 2702.76
(Net) +50.73%

e e i e 4

w’.: ?:Eect of budget proposals.
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(Rs crores)

DISBURSEMENTS

1967-68

Budget

1967-68
Revised

I A. Development expenditure

(a) Social services:

(i) Education, scienti-
fic research and
survey

(ii) Medical and
public health

(iii) Labour and
employment

(iv) Broadcasting

(b) Economic services:

(i) Agriculture and
allied services

(ii) Industries
(iii) Export promotion

(iv) Irrigation and
power

(v) Public works

(vi) Transport and
communications

(vii) Other services

Total—Developmental
Exnenditure

B Defence expenditure (net)

C. Other expenditure:
(i) Tax collection
(ii) Administrative
services
(iii) Interest payments
(iv) Currency and mint
(v) Other services
Total—other ex-
penditure
Total expenditure

I{. Assistance to state and
union territory gov-
ernments:

(i» Grants under the
substantive provi-
vision c¢f Art.
275(1)

(ii) Developmental
grants

(iil) Other grants

Total—Assistance to
state and union
territory gov-
ernments

Total—Revenue

disbursements

114.39

38.30
28.24
34.74
3.16
16.67
25.84
18.29
324.02

842.50

30.30

133.62
509.97

21.45
134.06

829 40

1995.92

1140.61

221.38
90.76

452.75

2448.67

20.10

$.95
8.33

28.50
29.09
36.14

1.04
12.49

30.51
18.29

314.61
856.82
31.88
145.43
508.30
2343

136.9Y9

846.03
2017.46

140.61

222.23
104.51

467.35

2484.81

1968-69
Budget

131.90

(

1
-3
e

10.33
9.21

30.21
30.21
4451

I
[$2]
o

—
(51
-3
(9%

29.18
18.22

348.¢

894.¢

24.«

140

900.8
2144.1

140.6

o O
3
[EI I 2
e L

478.2

2622.5
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STATEME NT—I (Contd.)
I1—CAPITAL BUDGET

(Rs crores)

March 15, 1963

(Rs crores)

RECEIPTS 1967-68 1967-68 1968-69 DISBURSEMENTS 1967-68 1967-68 1968-69
Budget Revised Budget Budget Revised Budget
A. Debt raised in India: IA. Developmental expenditure: ‘
. (a) Social services:
" .
Receipts 351.30 351.93 300.50 (i) Medical and
Less repayments 258.04 259.30 244.01 public health 0.46 0.45 0.52
Net 93.26 92.63 56.49 (i) Broadcasting 2.28 4.08 P
(b) Economic services: ‘ '
B. Foreign loans: M Agr'iculture and
allied services 13.89 7.09 1047
PL 480 rupee loans ) (ii) Industries: ) '
PL 480 dollar credit) 150.00 295.00 244.00 (a) Iron and steel 81.00 81.00 115.00
Other loans 865.00 720.02 775.00 b) chfr metallur- "
. , gical industries 20.82 15.80
Total receipts 1015.00 1015.02 1019.00 (¢) Machinery and . 17.90
Less repayments 195.44 184.93 194.47 engineering in-
Net 819.56 830.09 824.53 ~ dustries 11.39 6.24 9.80
((d)) PCiall 10.85 10.25 7.10
. e) Petroleum 6.93 3 '
. 49 0.49 1.49 £ 6.
C. Floating debt (net) 2.4 (f) Chemicals and 88 0.09
fertilisers 17.45 9- an
D. Repayment of loans (8) Other items 1591 291.;; 14.3 7
and advances. (iii) Atomic energy . 11.76
. . development 38.33 : 94 &6
¢} By_state a.nd (iv) Irrigation and 37.79 38.56
union territory power :
governments 343.00 385.00 425.00 (v) Publi 24.81 21.27 24.08
v) Public works 28.64 26.77 30.50
(ii) By others 87.00 108.00 124.00 (vi) Transport and B
_ tommunications 47.13 49.92 62.23
E. Small savings (net) 130.00 110.00 120.00 (‘V‘i‘i‘i; *;a:glzwgys 161.75 150.00 143.00
31.68 30,92 30.46
F. State provident funds (x) (l‘::rrr::;tf?r Deve-
55.07 73.00 33.75 3.29 3.9¢ y -
(net) Total developmental 3.22 2.39
expenditu
G. Public provident fund 10.00% B. Defente expondituce G601 4s030 52240
C. Other expenditure: ' 1332 120.80
H. Income-tax annuity (i) Currency and mint  19.96
deposits (net) 22.00 28.40 26.00 (ii) Food purchases (net) 78.98 ;?;Z 14.()()‘
—35.00% (iii) Other services 20.12 0'03 8;22
TO';alt;x)ther expenditure  119.06 107.34 93.38
, . otal expenditure 755 P i
. . 25.0 . 95
1. PL 480 deposits (net) 135.00 71.00 5.00 I Assistance to state and 701.05 736.64
U.T. govts.
J. Depreciation/Reserve (i) Developmental
funds and other grants 27.63 .
Heads (net)tt 42.70 29.08 46.4@ (i) Developmental .6: 35.78 24.84
loans
Total capital receipts 1730.08 1727.69 1682.70 616.11 818. . .
P p o, (iii) Other loans ang 18.88 657.06
advances : .
Total receipts 4482.26 4299.59 4385.46 Total assistance éi?lzln (2)‘86'4? e
+25.73+ HI. Loans and advances - P2L.15 48052
Overall deficit 300.00 315.00 to public sector un-
dertakings and other
—25.73+ parties 193,28
Total capital dis- o 492.58 460,73
bursements - 201
* Excludes conversion of ad hoc treasury bills of IV. Provision for contin- .88 2114.78 2077.89
Rs 75 crores. gencies etc. 18.00
Total dis . ’ -
+ Effect of budget proposals. Revenu:b:.;rrs;]r::gemb 4481.55 4599.59 4700.46
§ 303.51
@ Includes an accretion of Rs 23.83 crores to the P & T 87.09 80.19
reserve funds as a result of the budget proposals. Overall surplus 0.71 +50.73¢

+t Excludes notional transfer of PL 480 loans to the

special developrnent fund.

—
* Other than state an
1+ Effect of budget proposals.

d union temtor\ govemmenh
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SPECJIAL BUDGET NUMBER

STATE MENT—II

SUMMARY OF BUDGETARY POSITION

REVENUE
A. Tax revenue
B. Non-tax revenue
Total revenue receipts
CAPITAL
A. Debt raised in India*
Less repayments
Net
B. Foreign loans

PL 480 rupee loans )
PL 480 dollar credit )

Other loans
Total—Receipts
Less repayments
Net
C. Floting debt (Net)
D. Repayment of loans and
advances.

(i) By state & union
territory govern-
ments

(ii) By others

E. Small savings (net)
F. Provident funds (net)
G. Income tax annuity
deposits (net)
H. PL 480 deposits (net)
1. Depreciation/Reserve
funds and other heads
(Net) +
Total receipts
Overall deficit

Accounts
1961-62

69.78
316.57
1186.35

206.02
137.62
68.40

54.71
259.62
314.33

65.62
248.71

3.45

133.91
66.92
87.77
39.11

3413

23.92
1912.67
114.51

539

Rece ipts
(Rs crores)
Accounts Accounts Accounts Accounts Accounts Budget Revised Budget
1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1967-68 1968-69
105.¢.14 1367.60 1555.42 1776.44 1924.31 2141.10 1935.71 2025.79
402.97 498.16 542.35 563.49 570.16 611.08 636.19 676.97
1457.11 1865.76 2097.77 2339.93 2494.47 2752.18 2571.90 2702.76
286.56 376.41 298.69 283.85 278.55 351.30 351.93 300.50
182.30 175.97 189.04 173.36 182.79 258.04 259.30 244.01
104.26 200.44 . 109.65 110.49 95.76 93.26 92.63 56.49
79.74 66.17 170.38 80.00 350.00 150.00 295.00 244.00
259.83 318.40 399.35 189.97 516.05 865.00 720.02 775.00
339.57 384.57 569.73 569.97 866.05 1015.00 1015.02 1019.00
46.20 63.73 84.42 88.08 162.08 195.44 184.93 194.47
293.27 320.84 485.31 481.89 703.97 819.56 830.09 824.53
345 345 2.60 53.57 349.09 2.49 0.49 1.49
144.75 179.33 216.02 276.25 281.30 343.00 385.00 425.00
26.12 35.05 73.04 97.24 137.25 87.00 108.00 124.00
74.10 126.99 127.43 151.19 118.15 130.00 110.00 120.60
43.32 49.94 49.13 54.80 47.92 55.07 73.00 33.75
40.28 37.34 27.63 22.00 28.40 26.00
48.07 87.38 —1.57 133.06 —2.66 135.00 71.00 25.00
162.54 131.17 155.90 7.43 70.77 42.70 29.08 46.44
2356.99 3000.35 3355.56 3743.19 4323.65 4482.26 4299.59 4385.46
156.14 166.86 171.84 172.76 295.29 300.00 315.00%+

* Excludes conversion of ad hoc treasury bills of Rs 50 crores each in 1961-62 and 1962-63. Rs 75 crores
and Rs 50 crores each in 1964-65. 1965-66 and 1966-67 and Rs 75 crores in 1967-68 (Revised).

+ Excludes notional transfer of PL. 480 loans to the special development fund.

1+ Will be reduced by Rs 25.73 crores as a result of the budget proposals.

in 1963-61

JAG SHIPS

AT YOUR SERVICE:

FOR QUICK AND EFFICIENT CARRIAGE ENTRUST YOUR SHIPMENTS

THE GREAT EASTERN SHIPPING CO., LTD.

MANAGING AGENTS:
A. H. BHIWANDIWALLA & CO., (BOMBAY) PRIVATE LTD.

Registered Office :

Mercantile Bank Building,
60, Mahatma Gandhi Road, BOMBAY-1.

Telephone No. 258961 (8 Lines)

Branch Office ;
5, Clive Row,
CALCUTTA-1.

Telephone No. 22-0561 (7 Lines)

Tealex : TLX-339

Telex : TLX-217
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STATE MENT—II (Contd.)
SUMMARY OF BUDGETARY POSITION

Disbur sements

(Rs crores)

Accounts Accounts Accounts A(‘countswl-\;éo—l{nt; Accounts B:udget Re\:ise(f

1961-62 1962-63 1963-64 1964-65 1965-66 1966-67 1967-6 1967-68 1()1(:((;{!,,(::
REVENUE T e
I. A. Developmental ex-
penditure 174.44 206.71 183.50 205.20 238.44 279.86 324.02 314.61 348.99
B. Defence expendi- -
ture (Net) 289.54 425.30 704.15 692.85 762.18 797.80 842,50 856.82 894.46
C. Other expenditure 402.54 516.63 560.53 657.17 695.48 782,95 829.40 846,03 u;m'a;
II. Assistance to state and o
union territory gov-
ernments 194.98 195.03 229.97 268.68 324.07 405.80 452.75 T35 178.28
Total revenue disburse- o s
ments 106150 134367  1078.15 1823.90 202017 226571 244867 248481 2629 57
. 2484, 2622 57
CAPITAL
I. A. Developmental ex-
penditure 32,54 481.37 597.16 612.62 540.20 475.94 516.01 480.39 39946
B. Defence expenditure 22.95 48.61 111.97 112.95 122.57 110.79 120.88 11';‘ ';l') .12‘(‘)'8;)
C. Other expenditure 11.04 —13.99 23.01 29.76 ~5.83 322.09 119.06 107.34 03.48
II. Assistance to state and
union territory gov-
ernments:
(i) Grants 10.94 13.74 16.44 19.46 38.82 3713 27.63 35.78 24.84
(ii) Loans 443.47 511.09 583.60 678.70 828.92 930.89 840.02 885.37 855 68
e 2.0
III. Loans and advances
to other parties 144.74 128.64 156.88 250.01 371.10 176.39 393.28 492.58 460.73
: dé. 5().7:
IV. Provisions for contingen-
cies etc. . . o 16.00
Total disbursements 2027.18 2513.13 3167.21 3527.40 3915.95 4618.94 4481.55 4599 5‘) '170()' ;
Revenue surplus 124.85 113.44 187.61 273.87 319.76 228.76 303.51 87.09 46
Overall surplus 0.71 ' 80.19

R e

* Will go up by Rs 50.73 crores as a result of the budget proposals.

EQUAL TO THE
WORLDS BEST

SARUCORE

SOLDER WIRE

The speediest and most cenvenient and economical

( me
of Soldering, made from the purest of raw materials a::
highest standards of qualty with most up-to-date Plant by
technicians of highest skill in engineering and
metallurgy. SARUCORE is available in
the widest range of alloy compositions, sizes
?:xes' and packings. Remember, for ' '

e last 17 years SARUCORE 1s meetin

entire demand of the country for Solder Mqli:e":o:r'\ctih.
SARUCORE is exported also. Solid Solder Wires also
available. Even if you are usin common stick solders
why not economise by using SARUCORE - YOu use less

quantity of solder and conserve §
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Scope and Value of UNCTAD-II—A US View

JOSEPH A. GREENWALD

THE UNITED States came to UNCTAD-II prepared to approach
every issue on its merits and well aware of. the sense of
urgency the situation in the developing countries requires.

We had undertaken very considerable. pre—preparation,
Raving carefully studied the principal topics likely to be
considered. We had also consulted with o{her developgd coun-
tries within the Organization for Economic Co-operation and
Development (OECD) in order to see how far forward a
peasonable consensus could be achieved.

However, the United States delegation has also borne in
mind a maxim often prescribed as the for‘mula for a hgppy
marriage—to base the degree of expectation on a realistic
view of the situation.

We see the conference as part of a continuing pro-
cess of hammering out policies and programmes for eco-
nomic development. The conference can contribute a great
deal to this ongoing process. Also, many other parts of tt.xe
UN family contribute to this effort. - Ideas. Q1scussed in
UNCTAD will often be implemented in specialized agencies
such as the World Bank, the I.n.tematlonal Monetary Fund,
the General Agreement on Tariffs and '_I‘rade _(GATT), etc.
A conference the size of UNCTAD-II, §e1zed with a host of
topics and sub-topics vatying great.ly.m pat}lre and scope,
can hardly be a forum of plempo_tentxanes signing legal ux:xder_
takings. But it can ascertain attitudes and degrees of latitude
so that negotiations in the months ahead will proceed more

smoothly and come more quickly to meaningful conclusions.

This is not an artful way of sa)"ing the conference in
New Delhi will not accomplish anything. On the contrary,
the US feels that the only reason for such an assessment is
a rather wide misconception as to the nature and task of the

conference itself.

In the keynote speech for the United States, our principal
representative, Under-secretary of State, Mr Eugene V. Rostow,
gaid of the New Delhi conference :

“We should deflne our goal, therefore, as the acceleration
of development within the framework of a growi'ng and pro-
gressive world economy, governed by the principles of the

international division of labour...”

Realistic Assessment
This is a realistic assessment which we believe will be

fully justified as UNCTAD-II continues.

i i J - ill make an important
ecifically, we think UNCTAD II' wi
ntf’iﬁution in several flelds. These include preferences, gene-
e the harmonization of development
i i i de expansion and improvad
ng and economic aid, tra ' ‘ .
:cnoar?:;)ii integration among developing countries, and, by no
means least, the world food problem.
*

rospect for conclusion in the near future

of aw:ysstz(:na o?eatlerl:mpo;ry. generalized, non-reciprocal tarift

es which will greatly benefit the exports_ot .thg deve-

pre.f e untries and render obsolete present discriminatory

P ts that have led to fragmention of trading patterns

arrang.emeg to set developing nations in needless opposition

and tendether We are convinced that such a system of

to eac}? od r'eferences can do a great deal to incre.ase the

generaliz® il:xgs of a great many developing countries and
:;:pto rtthizari!:l turn, can accelerate their rate of growth.

a )

i that such a non-discri-
there is general agreement
i e:::;i'ag;’stem of preferences is needed and should be worked
min

Mr Joseph A. Greenwald is Chairman, US Delegation
and Deputy Assistant Secretary of State for Inter-
national Trade Policy.

out as soon as possible. We should not be discouraged if, as
I think most informed persons have always expected, it takes
longer than the period of the conference itself to iron out
such thorny issues as the ending of the present discriminatory
arrangements.

We believe that if the goal is pursued with goodwill on
all sides this conference can reach agreement on a set of
principles and guidelines which in the rather near future would
provide the basis for an effective multilateral arrangement.

To this end, both during and after the conference, the
United States will co-operate—not just passively but in the
role of a strong, active, and consistent supporter of a preference
system-—in the effort to resolve these problems.

Reverse Preferences

Closely allied to many of the present discriminatory
arrangements, and even more derogatory to progress, are the
reverse preferences which in some cases have been extracted
from developing countries in return for these discriminatory
preference advantages. Such reverse preferences often burden
developing countries by increasing the costs of their imports.
While we recognize that there are sometimes historical and
other reasons for them, they have become anachronisms. For
its part, the United States has already agreed with the one
country which grants reverse preferences to us, the Republic
of the Philippines, that such reverse preferences are not to
be extended when the present agreement expires.

To fully appreciate the value of generalized preferences
to developing countries one must see these in the context of
the Kennedy Round. Already, as a result of these unpre-
cedented negotiations, the average tariff level in the industria-
lized countries will drop by 37 per cent to less than 9 per
cent. These cuts will open new trade opportunities in all the
industrialized countries. Preferences would provide an added
boost.

Although the United States believes that a product-by-
product approach is the only method likely to achieve meaning-
ful progress in the field of commodity agreements, we strongly
dispute any contention that this is a negative attitude. A
piece of pie in the hand is a good deal more satisfying than
a whole pie in the sky. In other words, workable single
commodity agreements for such contrcllable commodities as
coffee and cocoa are much more helpful tc the developing
countries concerned than a pious but unworkable pledge that
attempts to lump many widely varied commodities together.

The US will continue to work for a reduction or elimina-
tion of barriers to trade in primary products— including those
that have undergone some processing. However, we believe
that the only really satisfactory solution to the basic problems
of commodity marketing lies elsewhere.

The developing countries need to diversify their economies,
that is, increase the variety of their economic activities 1o
help reduce their dependence on the fortunes of any one
commodity, and to control those in oversupply.

We suggest that an expert group might be designated to
look into commodities which developing countries might be



544 EASTERN ECONOMIST

advised to diversify out of—and perhaps also into—the concept
of an international diversification programme. Such a study
could turn up products likely to need diversification efforts,
in addition to obvious candidates such as coffee, sugar, rubber,
and hard fibres.

We think the Algiers Charter suggestion of considering
diversification as part of the economic integration efforts
between the developing countries also has merit.

We also favour two studies recommended by the Secre-
tariat. They are (1) the evaluation of various methods which
governments could use to control production of selected com-
modities; and (2) a study of factors to be considered in
periodic redistribution of country export and production quotas.

It was in recognition of the direct relationship between
the need for diversification and the eflective functioning of
the coffee agreement that, during negotiation of the agreement,
the US, before any other producer or consumer, offered a
contribution to the Coffee Diversification Fund of $30 million
(Rs 22.5 crores). However, we believe that to ensure the
control of production necessary to make diversification helpfui,
it is best if the developing countries contribute the money
for diversification funds from added revenues obtained in
commodity agreements.

Let us reiterate. The US is not opposed tc cemmodity
agreements. In fact it favours those, such as the coflee agree-
ment, which can be made truly effective.

We stand ready to resume negotiations on a cocoa agree-
ment immediately after the conference, and we think there
is every chance of their success.

It is important, in the US view, that the terms of
development financing and economic assistance be eased and
harmonized and that all donor countries, present or potential,
share appropriately in the burden of providing such assistance.

Importance of Self-Help

It is also important of course that developing nations
take all feasible steps to advance their own economic growth,
including a full and productive utilization of domestic and
private foreign investment.

In development financing, it is particularly important that
the terms of lending be harmonized. The existence of much
more severe terms has made it difficult and in some cases
impossible for the US to maintain its very favourable ratio
of grants to loans and very soft terms of lending. Nevertheless,
we are continuing to lend on very reasonable terms.

We hope the conference will provide some general guide-
lines on terms of official lending. They should take into
account the varying debt-servicing capacity of different recipi-
ents. Terms targets might also be helpful so long as, by
over-simplification, they do not obscure the quality of varying
types of assistance. :

Whether or not we can agree on aid targets, we should
be able to find useful guidelines for aid. The present wide
variety in techniques of lending is a question whick deserves
careful study.

We think present international efforts to ease debt servic-
ing problems are an encouraging sign, both for cases of
imminent default or where the debt burden impinges on
development progress. Debt rescheduling :.md' refinancing,
particularly when this leads toward harmonization of terms,
may be helpful. However, a complete response to_ many
current difficulties should include softer terms and, in some

cases, an increase in assistance.
Although today our own aid is tied, due to balance of

payments difficulties, the US looks on tying as a temporary
measure. Meanwhile we would welcome action aimed at both
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formal and informal untying and will be prepared to join in.
such steps as soon as our payments situation clears up.

Betvyeen the end of World War II and the late 1850's the
US provided some $40,000 million (Rs 30,000 crores) of untied
axd- to other. countries. This was done in the firm belief
which we still hold, that untied aid not only maximizes aici
value_: but effectively contributes to the smooth functioning of
the {ntemational monetary system. We believe that untgin
o.f aid by donor countries in strong balance of p:aym)e'ntg
situations would serve both of these objectives today. ’

The US.does‘ eve;ything it can to mitigate any adverse
eflects that .1ts .axd tying may have. It is willing to explore
further possibilities for meeting this problem.

. The role of private investment in economic development
is, we feel, a matter of prime importance. We have suggested
that efforts be made to increase such private investment.
These might usefully include a detailed study of the right;
and ob}igations of investors and of host countries as well
as an investigation of the economic effects of direct foreign
privat2 investment in developing countries.

Our own experience has been that private investment can
be a powerful and productive engine of economic growth—in
a variety of ways: the transfer of technology, the accumula-
tion of fixed capital, increased employment' income, and
greater export earnings. '

. Our interest in fully utilizing the great potential of private
investment, however, reflects no desire to minimize the need
for governmental development aid.

In evaluating aid-giving performances, however, we believe
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that all the relevant factors, including the cumulative record

" over the years, should be taken into account.

Since 1946, the US has provided over $90,000 million (Rs
67,500 crores) of economic assistance to other countries, over
{wo-thirds of which has gone to developing countries. This has
been done and is being done despite the fact that the United
States has been in balance of payments deficit during most of the
period. Even during the past few years when the payments
problem has obliged us to take special remedial measures.
the US has maintained average nct flows of official resources
exceeding $3,500 million a year.

This was in addition to the large amounts of private invest-
ments. stimulated by a variety of US government measures
such as investment guarantees.

By now developed and developing countries together have
cstablished the framework for an internationsl system for
-ﬁnén'cing economic development. They are working increas-
ingly closely and well together.

The US hopes to make in the future cven greater use
of the international system. Despite current difficulties. in
the long-term much more will be accomplished in most phases
of the development financing effort.

There has been a general and heartening recognition at
the conference that, whatever outside assistance is forthcom-
ing, the principal responsibility for development progress mus!
remain with the developing countries themselves.

Economic Integration

One useful avenue of potential progress now open to the
developing countries—developed countries can play a useful
auxiliary role—is increased economic integration among them-
selves.

Under-secretary Rostow commented most aptly on this.
He said:

“Improved market access, grealer uttention to export pro-
motion, and tariff preferences will all aid the exports of
developing countries. But there is need for other actions as
well. We hope this conference will wish to give a new impetus
to the movement for regional integration.

“Today in many areas the efficient application of modern
industrial technology to production reguires large industrial
plants, long production runs and a high degree of specialization.
In consequence, modern industries need a large market. In
many developing countries, such a market does not exist. As
we in the United States know from our own history. it is too
much to expect that some new producers can immediately
confront the world market and the competition of established
producers. But if developing enterprises are exposed to more
tolerable competition within regional markets. it should accele-
rate their ability to reach a competitive position in wider
international markets.

# . .For our part, we are prepared, now as in the past, to
assist meaningful progress in the direction of regional econo-
mic co-opesation. Our support of such movements in the past
has not been limited to verbal endorsements, nor will it be in
the future. For a number of years, we have given economic
and technical aid to the Central American Common Market.
We have undertaken to contribute towards easing the transi-
tional difficulties in forming the Latin American Common
Market. ©~ We are also prepared to supecort multinational pro-
jects for building infrastructure through the Inter-American
Development Bank. We have contributed 3200 million to the
Asian Development Bank, and asked the Congress to authorize
an additional $200 million for the Bank’'s special funds. We
are also prepared to give assistance to regional economic
co-operation in Africa and in the Middle East.

“We believe that regional co-operation has much to contri-
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bute in the years ahead to the progress and stability of many
parts of the developing world.”

Progress already made in several less developed countries.
including India, shows that very considerable increases in food
production are possible. But population control is more diffi-
cult. and much remains to be done.

Discussion of such problems at UNCTAD-II should greatly
enhance worldwide awareness of the higher priorities needed
for agricultural production and family planning drives.

What is talked of here is likely to be reflected in what
is done in home countries when the delegations return. Per-
haps, most important, there will be a much clearer idea of the
scope and value of the technical assistance which the US and
many of the other developed countries stand ready to provide.

The United States in no way disparages the desire of the
developing countries to attain greater access to ihe markets
of the developed world. Our position is shown in our favour-
able attitude toward preferences and the removal, wherever
possible, of trade barriers.

The United States has, in fact, been acting on the basis
of these liberal trade policies for some time. Our imports
of manufactures and semi-manufactures from developing coun-
tries grew at an annual rate of 19 per cent in the 1961-65
period and increased a further 35 per cent in 1966 over 1965.
exceeding $2.000 million (Rs 1,500 crores). The average dutiable
level of our tariffs is now less than 12 per cent. These tariffs
are scheduled for further cuts of almost 50 per cent on manu-
factures and semi-manufactures in the next four years as a
result of the Kennedy Round.

When I recently visited the Hindustan Machine Tools
plant in Bangalore I found it is currently filling a large order
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{or radial drills to be shipped to the West Coast of the United
States, These are relatively simple machine tools, but this
case illustrates the sort of division of labour that can and
will develop betwecn the developed and the less developed
countries as the latler increase their export capabilities. The
tariffs on these machine tools will be cut from 15 to seven and
one half per cent in the next four years.

Some developed countries, however, have failed to display
any similar liberalizing trend. The US believes that in seeking
to improve the export possibilities for developing countries,
the need for convergent action should not be overlooked.
Convergent action means co-gperation by all parties including
the east Europeian nations. The US has bhappily noted
positive announcements by two of these countries, but thinks
it quite reasonable that other countries of this group should
make the adjustments needed to mateh the tariff liberalization
and favourable preferences which the developed market eco-
nomy countries intend to extend to developing countries.

One particularly usetul step would be to reduce the present
wide margin between the import price and the domestic selling
price. If this were done, consumer demand might produce
an overall trade increase and diversification of sources of
supply of benefit to many developing countries,

However, Soviet trade with the developing world is still
of marginal global significance. In 1966, the last year for
which we have authoritative data, total Soviet trade turnover
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w].th. the non-socialist developing nationg amounted to 1,874
million rubles (Rs 1,555 crores). This represents some s‘per
ecent of the' developing nations' total trade: about 79 per
cent of their trade wag with the west and. the remaining

25 per cent was 3 an |
world. accounted for by trade within the developing

In 1965 western im
cent of the dev
socialist countri

.The Soviet delegution promised
session to abolish external tariffs on
effect from January 14965, This was
however, because of the
trade organizations and
taxation.

porting countries absorbed some 80 per

el,opmg countries’ manufacturad exports; the
es’ share wag 4 per cent.

at the 1964 UNCTAD-|
certain commodities with
« rather hollow gesture
manopoly position of the Soviet foreigr.
the arbitrary rates of internal indirect

Let us take a concrete example. The Soviet external
:\ar;tjtlocgn;'l;ocoa'\r#rmr to UNQTAD-I was 5 rubles‘(Rs 4eL5())
L gyét . 1§ was aholished with effect from January
. .t' espite Fhe remaval of this very high tariff. not

ention th'e fall in the price paid for cocoa beans. the
%ate; nretaxl p_nces for cocoa and chocolate remained unal‘tered
;1 the exorbitant rates of 8.10 rubles (Rs 75.50) a kilogram
or cocoa and & rubles (Rs 66.40) a kilogram tor plain chocolate

—approximately eight times the L and i i
the official rates of exchange, ondon and Paris prices «

It can only be presumed that turnoye

r lax rates were
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adjusted to absorb the savings on the tariif cuts. As the
disposable incomes of Soviet citizens grow, it is conceivable
that the demand for cocoa products—even at these exorbitant
prices—will increase. Yet the primary determinant of how
much cocoa is imported from, say, Ghana. will not be consumer
cdemand but rather the value of products which the USSR
is prepared to sell Ghana under the relatively rigid bilateral
trade deals.

Among changes the US hores UNCTAD-1I can hasten.
east-south trade is one of the most important. The US also
favours more east-west trade. However, current trad- patterns
indicate little benefit for the developing countries will result
from increased east-west trade between developed countries,
since east European countries, including the Soviet Union.
are likely to use any hard currencies they earn to buy sophisti-
cated machinery—or grain—{ror: the west.

Adverse Impact

If eastern European exports are not diversified more. there
might eventually be some adverse impact on east-south trade
because the socialist states are exporting many products which
are, or could be, competitive with those of the developing
countries, e.g., petroleum and petroleum products. wood and
wood products, base metals, textile raw materials. meat. cereais.
and vegetables.

Estimates indicate only 20-30 per cent of east European
trade with the developing world is based on hard currency.
Hence it appears some of the scocialist states coulc. '/ they
chose, expand their t{rade with the developing werld irrespec-
tive of their earnings from trade with the west

Nevertheless, the annual increase of tiade with the socizlisi
countries between 1960 and 1965 was only } of 1 per cent
a year, of the developing countries’ trade total. The Algiers
‘Charter has a number of excellent recommendations as to how
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east-south trade could be increased. We hope these ideas wiil
ve given careful and thoughtful consideration by our east
European friends.

It may also be worth noting that total disbursements Jf
Soviet development aid for the decade ending in 1966 were
valued at 3,500 million rubles (Rs 2,905 crores), according to
a Soviet source.

The net flow of US financial resources to developing coun-
tries and multilateral agencies for the decade 1956-65 was
$29,800 million (Rs 22,350 crores). Assuming a 15 per cent
return on capital, the per capita aid burdens in 1963 have
been estimated at $19.64 (Rs 137.30) in the US and $1.60
(Rs 12.00) in the USSR.

However, though truly convergent action is essential, and
we hope the socialist countries will play a larger part, the
United States has no desire to add any polemics to UNCTAD-I].
We hope and expect that the conference will continue to move
torward along constructive lines, as Under-cecrctary Rostow
predicted when the session began :

“All of us here know that the nations represenied here
are divided on many problems, and represent different ideo-
logies, different educational experiences. different interests.
We are united, however. in our loyalty to the Charter of the
United Nations, and in our determination to assist the deve-
loping countries in their drive for more rapid economic growti,

It our deliberations are guided by these two central facts,
it we pursue our work in a spirit of co-operation and realism,
my government believes we can make a major contribution
to the welfare of the developing countries. and therefore of
the world community as a whole.

“To this end, I have the privilege of pledging the best
efforts of the Government of the United States.”

USSR and Developing Countries

K. G. TRETIAKOV

THE SOVIET Union steadily carries on the policy aimed at

cCeveloping trade and broad economic co-operation with the
developing countries,

The external economic relations of the USSR in general,
and in particular with devclepng countries, are based on the
vrinciples of respect of sovereignty of their partners. non-
interference with internal affairs, equality, incompatibility of
trtade and economic co-operation with demands for any politi-
cal, military and other similar concessions.

In trade relations with developing countries the Soviet
Union adheres to the practice, which has proved correct, of
concluding inter-governmental agreements, including long-term
agreements which provide for concrete programmes of goods
turnover. Such agreements create necessary prerequisites for
a steady growth of mutual trade and contribute to the improve-
ment of structure of exchanges.

Lately the Soviet Union has concluded long-term agree-
ments witlPIndia, United Arab Republic. Pakistan, Iran, Afghan-
istan, Syria, Sudan, Cyprus, Morocco, Brazil. Chile and some
other countries.

The forms of trade and payments between the USSR and
the developing countries are flexible and diverse and are
being constantly improved.

In compliance with the wishes of some of the developing
countries, the relations with them are based on bilateral
trade and clearing settlements. Besides clearing payment
agrecments, the USSR in its trade with the developing coun-
tries applies other forms of payment such as payment in free

Mr K. G. Tretiakov is Deputy Head of the USSR
delegation to UNCTAD-IL

convertible currency or through clearing with the right to
convert balance into free convertible currency.

The long-term nature of trade agreements ensures u
continuous growth in trade and increase, in particular, in
exports of developing countries of traditional commodities
as well as of manufactures and semi-manufactures.

In its plans for the development of foreign trade the
Soviet Union envisages a steady growth of exchange of goods
with developing countries. The goods turnover of the USSR
with them in 1967 as compared with 1963 increased by more
than 35 per cent while the entire growth of the USSR foreign
trade during the same period increased by 25.6 per cent,

Now everybody recognizes the fact that trade of the USSR
as well as of other socialist states with developing countries
is the most dynamic sector of the world trade. The recognition
of this fact is one of the main features of the documents
submitted for consideration at the second session of the UN
Conference on Trade and Development (UNCTAD) and of
statements of the majority of the delegates at this session.

During the last three years the Soviet Union has notably
increased the volume of purchases in developirig countries
of cocoa beans, tea, coffee, rice, oranges, hides and skins, wool
and some other commodities as well as of manufactures and
semi-manufactures.

Speaking at the second session of UNCTAD, the Minister
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for Foreign Trade of the USSR, Mr N. S. Patolichev, stated
that the Soviet Union would steadily continue its policy of
increasing purchases of commodities in developing countries.
Naturally, with tha growth of the national economies of deve-
loping countries and with the increase of their purchases of
Soviet goods, the range and volume of imports of manufactures
and semi-manufactures from developing countries to the USSR
will be enlarged.

The proceeds from the sales to developing countries nf
the equipment and industrial raw material which they need
are used for the purchase of goods from them including those
produced by newly established industries.

The Soviet Union will continue to purchase these products
in developing countries, in particular, in repayment of crediis
given by the USSR for construction of enterprises in these
countries. The USSR intends also to expand other forms of
co-operation which may include appropriate arrangements on
specialization and co-operation in certain production fields
taking due account of the interests of the cortracting parties.

Despite the rapid growth of mutual trade of the USSR
with developing countries, the possibilities in this field are
far from being exhausted and there are still great perspectives
for further expansion of exchange of goods.

It is often asked why the total volume of trade of such
a large industrial state as the Soviet Union, with the deve-
loping countries is still comparatively small and why there
are still some difficulties in the development of this trade.

This is easily explained. First of all, for reasons which
are well-known, the trade and economic relations ef the USSR
with this group of countries began to develop only in the last

—
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decade. Even now, through no fault of its government, the
Soviet Union has not yet established broad direct trade ties
with some countries, The successful development of trade
requires serious efforts to be made by the parlners of the
Soviet Union. This was stressed in the statements of delegates
of a number of developing countries at the present session
of UNCTAD who pointed out, in particular, that developing
countries should grant to the socialist countries conditions

for trade not less favourable than those which they accord
to developed capitalist countries.

The Soviet Union on its part takes necessary measures

tg prorpote the expansion of its trade and economic co-opera-
tion with developing countries.

The second session of UNCTAD now being held in Delhi

deals with.a wide range of problems pertaining to world
trade and international economic co-operation,

Great Concern

' The present state of international trade and economic
sxtu.a'txon' in developing countries arouses great concerr. The
posxtnop In world commodity markets, especially for developing
countries, is deteriorating. This is, in particular, reflected imn
tendencies shown in commodity prices, in the sphere of pay-
{ner'lts due- to continuing growth of external indebtedness and
In Increasing instability in international monetary system.

_ At the present conference, the Soviet Union has come out
with constructive proposals aimed at normalization and further
expansion of entire international trade without any discrimi-

nat}on as well as at promotion of economic growth of deve-
loping countries.

The Soviet Union is in favour of the elaboration and
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pplication in practice of effective measures for normalization
f commodity markets, in particular, by concluding interna-
ional stabilization commodity agreements on cocoa beans,
ugar, oil seeds, vegetable oils, cotton, citrus fruit, lead and
inc, crude oil, copper as well as iron and manganese ores
nd hard fibres.

1t is impossible to deny the validity of the demends of
leveloping countries, addressed to developed capitalist coun-
ries, for the elimination of various tariff and non-tarift restric-
ions in import of commodities and manufactures and the
stablishment of a genera! non-discriminatory system of pre-
erences without any condition attached as to reciprocal conces-
ions.

Developed capitalist countries should reconsider their
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trade policy in respect of developing countries, alleviate con-
siderably the terms of loans and credits and compensate at
least partially the damage that has been caused and is being
caused to developing countries as a result of colonial domina-
tion and neo-colonialistic policy.

The first session of UNCTAD held in Geneva in 1964
adopted the principles of international trade relations and
trade policy and a number of other important recommendations
reflecting the progressive concept of the contemporary world
economic development. The Geneva Conference essentially
laid down the ways of solving urgent problems of trade and
development on the agenda of the second session of UNCTAD.

The success of the conference in Delhi primarily depends
on whether proper methods for a speedy implementation of
progressive decisions of Geneva Conference of 1964 are found.

Preferences for Manufactures and Semi-Manufactures
HARTIRATH SINGH

PHE CHARTER of Algiers, by which the developing countries
wwear at UNCTAD-II in the marathon discussions at Vigyan
3havan, drew the attention of the international community to
he need for “an agreement on a general system of tariff pre-
‘erences on a non-discriminatory and non-reciprocal basis”. It
-alled for “unrestricted and duty-free access to the markets
»f all the developed countries for all manufactures and semi-
nanufactures from all developing countries”, for pre . rential
-reatment for the exports of developing countries would en-
able their industries to overcome the difficulties they en-
sounter in export markets because of their high costs. If ex-
»orts of manufactures and semi-manufactures from developing
wountries could enter the developed countries free of duty vis-
1-vis those of their highly developed rivals. they could gathgr
lhe necessary momentum ond get the countries of their origin
the rate of economic growth envisaged in the Development
Decade.

High Tariffs

The efforts of developing countries to diversify and pro-
mote their exports have not met with success for many reasons,
important among them being high tariffs and such other trade
barriers obstructing their entry into the markets of developed
countries. It is, therefore. argued, and rightly so. that-unless
the products of infant industries of developing .countnes are
helped in international markets, by way of special treatment,
they would never be able to find wide markets nor break the
vicious circle of low output and high costs. Such markets must
be sought in the developed countries as well as in th.e deve-
loping countries. It is for this reason that the following two
proposals have been mooted:

(i) The developed countries should give preferences to
imports from developing countries in their own
markets; and

(ii) the developing countries should give preferences t'o
imports from other developing countries in their
own markets.

An aftempt is made in this article to analyse these
proposals.

During the past few vears the world trade has grown to
the benefit of the developed countries at' the cost of the deve-
loping countries. While world trade increased from 39‘2.8
billion in 1955 to $182.1 billion in 1965. the trade .ot. developing
countries rose during this period from $23.7 billion t‘o only
§36.4 billion. The trade of the develoned market coun.tnes and
of centrally planned countries, on the ot.he_r hand. mprove_d
considerably from $59.7 billion ar{d $9.4 b1111'on re§pect1vely in
1955 to $128 billion and $21.7 billion re:spectlvely.m }965. T}:Ae
tardy increase in the trade of developing countries is thus in

marked contrast to the dynamic trends in international trade
during the last decade, when exports often acted as a spur to
economic growth.

Furthermore, world trade has grown largely in manufac-
tured items. During 1955-65, while the share of primary pro-
ducts in world trade declined from 49.4 per cent to 39.6 per
cent, the share of manufactures and semi-manufactures im-
proved from 49.2 per cent 1o 58.9 per cent. While the volume
of primary products entering world trade during this period
increased tardily at an annual rate of 4.8 per cent, exports of
manufactures and semi-manufactures increased at an annual
rate of 9.2 per cent. Since manufactures and semi-manufac-
tures account for 70.3 per cent of the total exports of the
developed countries as against only 17.4 per cent of those of
the developing countries and since developed countries contri-
bute 82 per cent of the world trade in manufactures and semi-
manufactures as against only 5.8 per cent contributed by the
developing countries, and manufactures and semi-manufac-
tures happen to be the most dynamic sector of world trade, the
developed countries have over the years been gaining an edge
over the developing countries.

TABLE 1
EXPORTS OF MANUFACTURES AND
SEMI-MANUFACTURES
World Developed % Developing %
countries share countries share
Year of world of world
($ million) ($ million) ($ million)
1955 45,620 37,690 83.2 3,030 6.6
1958 56,050 46,780 83.5 2,805 5.0
1960 69,710 57,390 82.3 3,840 5.5
1961 73,490 60,590 82.4 3.975 5.4
1962 79,490 64,760 814 4,220 5.3
1963 86,350 70,320 81.4 4,785 5.5
1964 98,710 80,810 81.9 5,485 5.6
1965 109,620 90,010 82.1 6,350 5.8

The developed countries, as Table I shows, constitute the
most important market for manufactured products. Unfortun-
ately their imports of manufactures and semi-manufactures
from the developing countries have increased less rapidly than
those from other sources, as may be seen from the fact that
the share of developing countries in their (developed coun-
tries’) imports of these products came down from 12.3 per cent
in 1955 to 9.1 per cent in 1965. Even after excluding base
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metals, petroleum products and ships and boats because of
their being transformed raw materials and/or re-export items,
the percentage share of developing countries in the imports
of manufactures and semi-manufactures into developed market
economies came down from 6.0 in 1955 to 5.2 in 1965. That
even a one per cent increase in the imports of manufactures
and semi-manufactures into developed countries from deve-
loping countries can augment the latter’s foreign exchange re-
sources by as much as $778 million per year suggests that there
are unlimited possibilities of their growth through a slight
increase in their imports into the developed countries.

Significant Differences

The USA, the UK, Federal Republic of Germany, France
and Japan are the most important importers of manufactures
and semi-manufactures from developing countries, absorbing
77.5 per cent of their total volume. A consensus among them
on the issue of preferences could have made for the crystal-
lisation of issues between the developing and the developed
countries and lent meaning to the dialogue between the two
at the current UNCTAD session. Despite the stamp of their
approval on the OECD resolution on prefernces, there are,
however, significant differences in their approach. According
to Mr Michel Debre, Minister for Finance and Economic
Affairs, and leader of the French delegation, the existing sys-
tem of preferences of certain nations and advantages confer-
red on the “Associated Territories” (implying thereby the
arrangement between France and its ex-colonial territories)
“cannot be called into question”. Mr Eugene Rostow, Under-
Secretary of State for Political Affairs and leader of the US
delegation, however, has rejected reverse preferences enjoyed
by France and other EEC countries in associate African states,
which discriminate against the USA vis-a-vis EEC. “How can
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the United States,” says Mr Rostow, “grant preferences to

countries which are discriminating against its imports”? The

Japanese Minister for International Trade and Industry, Mr
Ethsusaburo Shiina, has indicated Japan’s acceptance of a
system of generalised preferences on “certain conditions” be-
cause of the industrial structure and trade pattern of Japan

being different from those of other developed countries in’

m'any respects. It is obvious that other developed countries
will not agree tq cpnditional acceptance of generalised prefer-
ences by Japan, if it means an exclusive advantage to her.

\.Nhil.e all the developing countries would gain by an ex-
pansion in the exports of manufactures and semi-manufactures
to deyeloped countries through preferences, 15 among them,
.contnb.uting 65 per cent to the total of this trade, stand to gain
immediately and immensely. In the descending order of im-
por‘tance, these countries are: Hong Kong, Venezuela, India,
Chile, Malaysia, Yugoslavia, Congo (Kinshasa), Mexict;. Trini-
dad agd Tobago, Peru, Algeria, Iran, Taiwan, Brazil and
Argentina. It is important to note that this creates a wedge
among the developing countries, for some of them other than
these 15 are likely to press more for commodity agreements,
supplementary finance, a higher quantum of fox:eign aid, etc.,
tha'n prefergnces for manufactures and semi-manufactures.
This wedge is fostered and exploited by the developed countries
by offe'rs of more aid, on the one hand, and bilateral trade
concessions, on the other. Developing countries, particularly
the least developed ones among them, ought to be ’warv of such

low temptations, for the future of all developing countries lies

in rapid industrialisation and very soon all of them will be
producers/exporters of manufactures and semi-manufactures.

g"he. conseq‘uences of disunity among developing countries
on this issue will be grave indeed. As an illustration, we may

Branches :
Vulcan Insurance Bldg.,

ON RUPEE PAYMENT

FROM

CZECHOSLOVAKIA

Plant and Equipment for:

Power Generation
Ore handling
Tobacco Manufacture
Rolling
Foundries etc.
EXPORTED BY

(AT IF{I[}) FOREIGN TRADE CORPORATION

For details please contact Representatives:

SKODA INDIA PRIVATE LTD.

National Insurance Bldg.
Parliament Street,
NEW DELHI

P. 38 Mission

Veer Nariman KRoad, Row Extension 109 D. & E.

BOMBAY-1. CALCUTTA-13. Mount Road
Teynampet
MADRAS-28.

March 15, 1968

quote here the warning of Dr Arthur L. Peterson, President,
American Institute for Foreign Trade. “If the developing
nations at the UNCTAD meeting”, he says, ““cannot agree to
the gencral principles of the OECD tariff preference proposal,
it is unlikely that the (US) Administration will include in the
interim trade bill it intends to send to Congress this vear any
request for authority to even initiate negotiations for a detailed
tariff preference agreement”.

From all available indications, it is clear that in view of
rapid technclogical developments and quick improvement in
standards of living, world trade will continue to be dominated
by manufactures. The developing countries must, therefore,
dlversify their export structure, which is at present heavily
dependent on primary commodities. According to the
‘Econgmic Survey of Europe in 1960°, the less deve-
Joped countries in order to achieve a three per cent annual in-
crease in their per capita income would have to expand their
total exports to the developed economies by some 2i times by
1980. The burden of its analysis was that this could be feasi-
ble only if the less developed countries were able to increase by
1980 their exports of manufactures at least seven times the
corresponding figure for the average 1957-59.

High-Cost Production

The achievement of the export target of this magnitude
depends on a number of factors, the chief among them being
availability of surpluses and competitiveness of the n~-oducts
of developing countries. Because of their late start iu indus-
trialisation and lack of econcmies of scale. their manufactur-
ing costs barring a few exceptions are relatively high.
Problems of scale are inseparable from production costs. Inter-
nal markets of developing countries for many of their products
are too small to contribute to scale economies that accrue from
mass production. The survival of such products is made possi-
ble through governmental protection. These industries can,
however, achieve competitiveness and viability by an increase
in the volume of their production through overseas sales. Thus
to the extent infant industry considerations justify a veriod of
interim protection in home markets, they justifv an analogous
protective cover through preferences for exports of developing
countries.

Costs of manufacturing in develeping countries are also
high, as most of them have assumed social welfare obligations
and adopted wage policies which during the early stages of
industrialisation result in money costs exceeding productivity
valued at world market prices. For some time to come, their
cost of production will continue to be high. These industries
have been built up under aid programmes. which were
generally tied and, therefore, inflated overhead costs. More-
over, it is not enough to help establish production capacity in
a developing country by providing aid and technical skill; it
is also the obligation of developed countries to facilitate market-
ing of her produce by special measures in the form of prefer-

ences.

The share of exports of manufactures from developing
countries has been stagnant around 5.5 per cent during the last

.

decade. Most of the exports of developing countries consist of

simple manufactures like textiles, leather, pottery goods, handi-
crafts and light engineering goods, and these are subject to
import restriction of one type or the other in the developed
countries. In spite of duty reductions negotiated under the
aegis of the GATT, tariffs on the exports of developing coun-
trics continue {o be high because of the negotiating procedures
followed in the past. Reductions in tariffs, for example, tend-
ed to cover products traded mainly amon.g .the developed
countries. The products selected for negotiations and slut.y
reductions effected in some of them have favoured the princi-
ppliers, which in most of the cases are developed coun-

su : .
pal ® The developing countries received the benefit of such

tries.

SPECIAL BUDGET NUMBER 553

reductions through the operation of the most-favoured-nation
clause, but they had little say in either the selection of the
commodities or the duties, which were reduced. Hence the
commodities of export interest to developing countries, by and
large, remained beyond the scope of such negotiations.

At the Kennedy Round negotiations, too, the main em-
phasis had been on reduction in duties on items traded among
the developed countries. On a preliminary assessment, it has
been estimated that industrialised countries participating in
the Kennedy Round agreed to duty reductions on 70 per cent
of dutiable imports excluding cereals. meat and dairy products.
About two-thirds of these cuts were of the order of 50 per cent
or more. The duty reductions affected various sectors differ-
ently, being most extensive in respect of such items as chemi-
cals, pulp and paper machinery, transport equipment and
precision instruments, raw materials other than fuel, base
metals and miscellaneous manufactures. Both the depths of
cuts and the range of items of export inferest to developing
countries such as textiles. agricultural products, iron and steel,
tropical products and fuels, were below expectations. No won-
der, then, that the developing countries expressed dissatisfac-
tion at the outcome of the Kennedy Round.

The disappointment of developing countries with the
Kennedy Round is summed up as under in an UNCTAD docu-
ment, ‘The Kennedy Round: Preliminary Evaluation of Results
with Special Reference to Developing Countries’:

“The product groups receiving the deepest tariff cuts
were those characterised by advanced technology or capital
intensity. These products are generallv assumed to have
higher price elasticities than primary products and they have
a relatively low component of imports from developing coun-
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tries. The existing trend towards a more rapid increase in
world trade in sophisticated industrial goods than in primary
products, is, therefore, likely to be strengthened. Moreover,
the expanded trade opportunities in chemicals could be ex-
pected to accelerate present tendencies for substitution of
primary products by synthetics. It would appear, therefore,
" that unless there are additional measures in the commercial
policy field fo correct these tendencies, the Kennedy Round
will contribute to a further decline in the relative share
of developing countries in world trade”. (Emphasis ours).

The UNCTAD study concludes that because of differences
in the composition of trade, tariff reductions accruing from
the Xennedy Round are 36 per cent for the developed coun-
tries but only 20 per cent for the developing ones (SITC 07 and
1-8). For manufactures and semi-manufactures (SITC 5-8),
tariff reductions are 38 per cent for the developed countries as
against 28 per cent for the developing ones. The benefits of
the Kennedy Round are thus confined only to the developed
countries, If anything, they support the demand of developing
countries for tariff preferences.

Principle of Reciprocity

The principle of reciprocity in negotiations, enshrined in
the GATT, gave advantage to the developed countries, because
developing countries had little {o give in return. They could not
afford to lower duties on a number of consumer goods, because
this deprived them on an important source of revenue and preju-
diced their development plans as well. Duties on industrial ma-
chinery and raw materials were already low and could not be done
away with because of revenue or protection considerations. In
any case, their trade in these commodities was not big enough
to provide them with much of a bargaining power. They could
not thus make a meaningful contribution to trade negotiations,
based on the principle of reciprocity, which was inherently in-
equitous between unequal trade partners.

While the principle of reciprocity held ground tiil the
Dillon Round of negotiations, it is heartening that there was
no insistence on the part of developed countries on full recipro-
city during the Kennedy Round negotiations. To that extent,
the Kennedy Round was a progressive step forward in world
trade. Non-reciprocal preferences for the products of deve-
loping countries should be its logical extension.

There is nothing new in the concept of preferences de-
manded in the Charter of Algiers. Many developed and deve-
loping countries have evolved a system of preferences for en-
larging the markets of their products. The European Common
Market is an outstanding example, where member-countries
grant preferences to each other’s products, which are intended
to convert their reciprocal trade into internal trade. This pre-
ferential system has given a powerful impetus to trade among
the member-countries. The Commonwealth countries have yet
another system of preferences, which, of course, was evolved
before the GATT came into existence. The Central American
Common Market and Latin American Free Trade Association
aim at low cost-high volume maturity by means of preferences.
Though in principle, the GATT does not allow preferences
except those already in existence, yet on several occasions the
contracting parties to the GATT have granted waivers to in-
dividual countries of their most-favoured-nation obligation on
the ground that this was an effective way for a rich country
to help a poor one develop.

When the question of preferences was tabled by develop-
ing countries at UNCTAD-I, there were strong misgivings in the
minds of the delegates representing some of the developed
countries. The USA, Canada, Norway, Sweden and Switzerland
opposed the proposal of preferences and expressed grave doubts
about their feasibility and practicability. The questions raised
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were: How should a country be defined as developing for the
purpose of preferences? What should be the margin of pre-
ferences? Should all manufactured products be treated the
same way? How long should preferences last? Having been
given once, what should be the criteria for giving them up?
How to tackle the problems arising out of the existing prefer-
ences of Commonwealth and the associate territories of the
European Economic Community? How should preferences
be negotiated” Some alluded to the dangers of market dis-

ruption'while others spoke of the dangers of establishing un-
economic trade patterns.

'The developed countries seem to be conciliatory at UNCTAD
session at New Delhi, but their basic opposition to preferences
has found its manifestation in the conditions with which they
have hedged their preference proposals. They offer prefer-
ences for only those products which are not competitive; their
hsts' of exceptions are extraordinarily long; under t;urden
sharing they want safeguards for the products of the fellow
developed countries; they demand safeguards in case of future
development of some products in developing countries: and
tne duty reductions they offer are marginal. “I see no wir’xdows

open”, is the apt comment of a repr A )
ese;
countries, presentative of developing

Each of the objections to preferences deserves a detailed
treatment which, for paucity of space, is not possible here.
But an attempt to meet some of them will not be out of place.
The term, ‘developing countries’, is not too difficult to define.
Eor grant of preferences, all developing countries can be classi-
fleq In a descending order into three groups on the bases of
their level of industrialisation, per capita income, raiio of
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mnufactured exports to total experts asd such other ecanomic
licators, Group I countries may be accqrded preferencﬁttéz
75 per cent of the basic rate for & perfcd of 20 ye~ars the
riod envisaged by the Charter of Algiers, to beggz Gw ;
‘pup II up to 90 per cent for a period of 40 years an ro;xp
. the least developed among the lot, up to 100 per cent _m;
beriod of 50 years. After the completion of the preferent:af
rind, automatic phasing out should take place. ’I’?xe process o
asing out may be expedited if it is found that infant m}?us-
es have reached maturity earlier than expected, hut o .1ec~
@ criteria must be laid down right now to determine this.

lentification of Commodities N

ideal if a1l the processing industries o expor
cerlets:v ctygkii:\feioping countries are granted prqtefmon’. T‘gus
juld alse be highly desirable because qf the difficulties in-
rent in a selective approach to various }ter{xs and becaurce of
e varying interests of individual countries in the same item.
yx practical purposes. however, & formula may bhe devised for
entification of & limited number of co:nmodxtze§, which must
, granted preferences by the developed countries.

Excluding petroleum products and base metats,‘there are 19
sditional preducts or groups of products. which together
count for nearly 75 per cent of the total value of the deve-
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foped market economies’ imports of manufactures from the
developing countries (Table 1I). Of these 19 products, 11 may
be regarded as traditional products of dynamic character, for
their annual average rate of growth Is 10.8 per cent or above
10.8 per cent, which is the median growth rate of all imports
from developing countries during the period, 1955-65
(Table III page 5563 These 11 commodities, combining a large
export furnover with a dynamic rate of growth per annum.
positively deserve encouragement and should, therefore, be
accorded a preferential treatment by the developed countries.

Among new exports of manufactures and semi-manufac-
tures to developed countries, there are 26 products which in
1955 earned individusaily less than $10 miliion (the minimum of
foreign exchange earning being considered as no longer
incipient) but registered rates of growth faster than 10.8 per
cent, i.8., the median growth rate of exports of developing coun-
tries during 1955-65 {Table IV page 556} Of these 26 products,
the average annual growth rate of the first 15 was gbove 20. With
these progucts ohvicusly lies the future of the exports of manu-
factures from developing countries ta the developed countries.

Traports of these 15 dynamic products from all sources into
developed countries amounted in 1965 to $7.4 billion, of which
developing countries got only three per cent. Even a small
margin of preference by develaped countries for these preducts

TABLE 11

IMPORTS OF SELECTED MANUFACTURES AND SEMI-MANUFACTURES FROM DEVELOPING COUNTRIES BY
DEVELOPED MARKET ECONOMIES

{Miilion US §)
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D50 Leather P 165.8 571 345 267.5 133 204 385.3 966 25.1
i? 255 Textile produrts, n.es. 136.5 17.2 12.8 204.6 617 30.2 308.2 91.3 24.6
t2. 8 l?anuia:iured - (175.9) (350 (88 (300.0) (40.0) (13.3) 4357 9o 206
513 fnfngaz;i;'chemicais. ete. (70.0} {13.6} (!i}.ﬁ} 140.5 27.6 ég(; zgi?l ,S?ig ;gi
% % Vegetables presarved FRE P 28.1 25.3 }68,9 48.1 . . ) 4
e g:z P'egg iron, ete (200.9) (17.0) (85 (350.0) (30.0)  (8.6) 609.7 65.1  10.7
18. g~ > . .
1. 864 Pemmbu;?cmm toxs: (130.0) (5.0 {38) (200.8) (15.0)  (15) 562.5 646 115
32 g:;:es;{“ne;i‘ prepared 1304 26.0 19.% 293.2 gi; 12;; 13{(})};3 g;g; 122
g g51 Textile yarn and thread 3798 17.8 37 'ig;.g s 4o 2057 1 48
' Essential oils, perfume 1070 By RS , : . ‘ , ‘
19 51 el i , oducts  6.2333 982.5 15.8 9,335.0 1,665.8 179 14,8320 2.580.8 17.%
;Giai' .mﬁﬂ’ " 223828 1,355.6 81 397716 23354 59 673362 3.473.8 52
otal i § 383, ,
. Percentage sharetoi
i ducts to |
i‘.ffﬁf in?;:;:)rts 279 72.5 23.5 s . 217 74.6
— oot

* Excluding petroleum pr
pase metals (Division 68 of SITC}.

Source: United Nations ‘Commodity

oducts, manufactured gas, electric energy (BITC groups: 332, 341.2. 351) and also excluding

Trade Statistics’, Series D; OECD, ‘Foreign Trade by Commodities, Series C.
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of developing countries will give a boost to the export of also crossed in 1965 the watershed of $10 million worth
-developing countries and will, as such, be extremely beneficial. exports per year. These seven products or groups of Pgoduc‘:’
. thus merit preferences in the developed market economies mors
Of these 15 dynamic products, seven, namely, aluminium; pulp than any other. Next in order are the other eight d e
-and waste paper; sanitary, plumbing, heating and lighting fix- in the group, 11 traditional products of a dynamic cgm e
tures; travel goods, handbags, etc; scientific, medical, optical, (Table III) and the remaining 15 new exports in thi o
measuring and controlling equipment; fertilisers; and jewellery. This list is illustrative and not exhaustive, 1t canno: gr:;oun.
‘ ' ore-

TABLE III

IMPORTS OF TRADITIONAL PRODUCTS OF DYNAMIC CHARACTER FROM DEVELOPING COUNTRIES BY DEVELOPED
MARKET ECONOMIES

(Million US $§)

S. SITC Item Imports from developing Annual average rate of
No. Code countries growth
1955 1960 1965 195560  1960-65 195565
1. 841 Clothing 34.3 186.9 431.6 404 182 288
2. 631 Veneers. plywood. reconstituted wood, etc. 175 38.3 117.6 17.0 25.1 21.0
3. 899 Manufactured articles n.e.s. (15.0) (40.0) 91.0 (217) 179 (19.7)
4. 652 Cotton fabrics, woven 35.5 140.0 194.0 31.6 6.7 185
5. 656 Made-up articles, wholly or chiefly of textile :
materials n.es. . . 17.2 61.7 91.3 29.1 8.2 18.2
6. 657 Floor covering, tapestries 35.6 71.8 138.3 15.1 14.0 14'5
7. 851 Footwear 13.1 25.9 42.6 14.6 105 125
8. 691 Textile yarn and thread 17.6 348 55.7 14.6 99 15},
9. 053 Fruit preparations .. 508 95.7 153.8 135 10.0 1.7
10. 513/ Inorganic chemicals, radioactive and asso- )
515 ciated materials 33.4 30.8 94.5 —1.6 25.1 10.9
11. 681 Silver, platinum 227 433 63.4 12.8 7.9 10.8

Source. United Nations, OECD,

TABLE 1V
IMPORTS OF NEW PRODUCTS OF DYNAMIC CHARACTER FROM DEVELOPING COUNTRIES BY DEVELOPED MARKET
ECONOMIES
(Million US $§)
S. SITC Item Imports from developing Annual average rate of
No. Code countries growth
1955 1960 1965  1955-60 1960-65 1955-65
1. 684 Aluminium 0.5 20.5 26.8 110.0 5.5 48.9
2. 891 Sound recorders, musical instruments, and g
parts and accessories 0.1 1.8 3.6 78.1 14.9 43.2
3. 864 Watches and clocks 0.1 — 1.8 — - 33’5
4, 251 Pulp and waste paper ... 1.1 2.1 18.5 13.8 50.9 31.1
5. 812 Sanitary, plumbing, heating and lighting .
fixtures 1.0 5.5 1.1 40.6 20.7 30.2
6. 831 Travel goods, handbags, etc. 19 2.8 24.3 6.5 561 29.0
7. 665 Glassware 0.4 2.1 5.1 39.3 191 29.9
8. 894 Perambulators, toys, games, etc. ... (5.0) (15.0) 64.6 24.6 399 29.0
9. 861 Scientific, medical, optical measuring and .
controlling eguipment 0.9 4.5 10.8 33.0 19.1 28.2
10. 099 Food preparations nes. ... 6.6 1.9 6.6 26.9 28.3 27'6
11. 612 Manufactures of leather ... 0.4 1.7 4.1 33.6 (9.2 a8
12. 561 Fertilisers . 3.3 11.9 23.1 29.2 18.7 28'9
13. 897 Jewellery 1.7 4.8 13.1 23.1 222 227
14. 663 Mineral manufactures n.e.s. 0.8 22 5.4 22.4 197 21.0
15. 664 Glass . 0.5 1.0 3.2 149 26.2 20'5
16. 666 Pottery 04 0.6 22 84 29.7 18.6
17. 892 Printer matter 14 3.6 7.7 20.8 16.4 1'8.6
18. 821 Furniture 5.7 16.2 30.8 23.2 137 18'4
19. 632 Wood manufactures 3.4 10.0 18.3 24.1 12.8 18";
20. 654 Tulle, lace, etc. 0.9 0.5 41 —111 56.2 18.0
91. 541 Medical and pharmaceutical Products 8.1 12.0 393 8.2 268 17.1
22. 629 Articles of rubber n.e.s. 0.8 1.3 37 10.2 233 16.=
23. 67 Iron and steel 20.8 33.3 95.6 9.9 935 16"51
24. 661 Lime, cement, etc. 2.3 4.6 105 149 13.0 16'4
95. 69 Manufactures of metal n.es. 8.0 20.6 339 20.8 105 15:5

26. 521 Crude chemicals from coal, petroleum and o5 ’s

natural gas 0.7 559 —167 14.0

————— s |
ource: United Natlons, QECD.
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over, be static. In the light of new developments in world
trade and development, it has to be revised constantly.

One may conjure up the nightmare of market disruption
i.. developed countries, but that would be valid only in case the
exports of a particular item by all the developing countries
are directed to a single market. As pointed out by Mr B. N.
Swarup, India’s representative to the committee on manu-
tactures, imports into developed countries from developing
countries formed only 0.69 per cent of their production and 0.7
per cent of their consumption. If petroleum products were
excluded, the figures would be 0.34 per cent of production and
0.35 per cent of consumption. Developing countries being
such marginal suppliers of the needs of developed countries,
the question of market disruption does not even arise. In view
of the paucity of skilled labour and managerial manpower and
unsatisfied demand in developing countries, there is, moreover,
little possibility of an avalanche of manufactures f::om deve-
loping countries devastating the established industries of the

developed countries.

There is some substance in the argument that industries,
encouraged by preferences, would be permanently dependent
on special treatment and that a distorted pattern of trade would
not only be created but perpetuated. This dangef', however,
will be minimal when preferences cease automatlcally' after
a stipulated period. Even if there is some distortion in the
trade, how serious it Is wiil be the deciding factor. Preferences
will not automatically result in increased exports fron.x deve-
loping countries unless they are able'to compete with the
domestic industries in the country granting preferences. In so
far as low duty rates are helpful. they must have the effect
of correcting the uneconomic situation earlier fostered by the
existence of unjust tariffs. Preferences will. in effect, force
inefficient industries, if any, of developed countries to become
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efficient or die out in the face of competition, neutralising the
distortion having been entrenched in the structure of world
{rade by way of artificial subsidies and high tariffs. If, by
preferences, the exporting countries are able to improve the
per unit price of their exports, this would result in transfer of
money incomes from rich countries to the poor ones and there-
by obviate the need of large-scale aid programmes. On the
whole, advantages of the preferential system asked for in the
Charter of Algiers outweigh its disadvantages.

Practical Problems

The above analysis does not deal with many practical pro-
blems that might arise at the time of implementation. But the
difficulties, real or exaggerated, should not deter progress to-
wards evolving a system, which will eventually help the growth
;)f dexports of developing countries and thereby the world

rade.

The exports of the centrally planned economies, which are
normally equivalent to their imports, shot up from $9.4 billion
in 1955 to $21.7 billion in 1965, rising at an annual rate of
8.7 per cent as against that of 7.9 per cent for the developed
market economies and 4.4 per cent for the developing coun-
tries. The volume of trade of these countries rose by 58 per
cent during the quinquennium 1960-65, amounting to 35,900
million roubles in 1965. The developing countries’ trade with
the centrally planned economies is rapidly increasing in res-
pect of manufactures and semi-manufactures, as may be seen
from the fact that their exports of these products to the commu-
nist countries of Europe rose from $100 million in 1960 to about
$450 million in 1965. The centrally planned countries except-
ing those in Asia, which also fall in the category of develop-
ing countries, too should give preferential treatment to the
manufactures of developing countries. The formula suggested
earlier for the developed market economies should be appli-
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targely by its fulfilment of purpeses cherished by
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cable to the centrally planned economies as well. Of course.
there have to be suitable modifications in the approach, as
international trade is conducted in these countries by a few
corporations and the consumers have no control over the price
«nd demand of the commodities concerned.

The developing countries need not sit on the fence, wait-
ing for suitable action on the part of developed countries.
They should initiate action 1o accord preferences to each
other's products in order to premote their growth through the
promotion of their reciprocal trade.

In 1955-65, trade of developing countries (including Yugo-
slavia) in all commodities went up by 34.9 per cent. but intra
trade as a percentage of total trade came down from 245 in
1955 to 21.1 in 1965. While the exports of manufactures from
developing countries rose during this period by 162 per cent,
their share in intra trade dropped from 49.6 per cent in 1955 to
36 per cent in 1965. Tou the decline in the share of intra trade
in the total trade of manufactures in the case of developing coun-
tries, we may add two other disquieting features. The number of
manufactured products traded is very limited, with two-thirds of
the total volume of intra trade being composed of “textiles” and
other light manufactures”. Seconcly, the intra trade in manu-
iactures is continental and not inter-continental, 75 ver cent of
such exports from Asia. 85.5 per cent from Africa and 94 per
cent from Latin America being absorbed in the respective
continents of their origin.

Reciprocal Preferences

it the intra trade of developing countries in manufactures
ond semi-manufactures is to be converted into swelling flows
of an increasing number of them, a reciprocal preferential
system is a way out. Its implementation is. however. not that
easy.

Imports into developing countries are severely restricted
because of the ubiquitous deficit in their balance of payments.
The minimum they must import has perforce to be got from
the developed countries because of its non-availability in deve-
loping countries but more often because of the aid by deve-
loped countries. which is generally tied. The lack of a payments
system among developing countries is another obstacle. The
proportion of revenue from customs duties is very high in
developing countries and to that extent is the reluctance to
lower customs duties in favour of other developing countries.
Fear of resulting unemployment is another inhibiting factor.
The level of intra trade being low, shipping charges frcm one
developing country to another are higher than those to distant
industrial countries, which are or the traditional sea routes.
Differences in the levels of development constitute another
difficulty. Developing countries must, above all. reconcile
trade liberalisation, inherent in a system of preferences, with
national planning-—a reconciliation that gives way to the first
signs of strain. I{ is because of these formidable difficulties
in according preferences in intra trade of developing countries
that a resolition of Trade and Development Board. UNCTAD.
unequivocally stated that governments have only in rare cases
undertaken the “effective action” which is necessary “if trade
among developing countries is to expand. instead of stag-

nating”.

These difficulties notwithstanding, preferences among the
developing countries would give a strong impetus to the growth
of their export trade. What co-ordination in planning of some
countries can do to increase their exports of manufactures
may be seen from the fact that the share of machinery and
equipment in the exports of communist countries of Europe to
one another rose from about 30 per cent in 1955 to 37 per cent
in 1965. Since 1960, in particular. machinery and equipment
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have been responsible for approximately one-half of the total
increase in the volume of their intra trade.

The growth in the intra trade of communist countries in
respect of machinery and equipment has taken place without
the support of any preferences whatsoever and without a com-
mon external tariff wall (Table V). There is no reason to
Lelieve why developing countries with preferences for their

TABLE V

SHARE OF MACHINERY AND EQUIPMENT IN EXPORTS
BY COMMUNIST COUNTRIES TO OTHER COMMUNIST
COUNTRIES

(In per cent)

Bui- Hun- GDR Poland Ruma- USSR Czecho-

garia  gary nia slovakia
1955 2.8 37.6 — 174 6.1 17.3 51.1
1960 15.2 46.2 56.3 37.4 16.1 14.1 47.3
1964 29.0 44.6 55.8 46.6 23.0 18.3 54.2
1965 28.9 42.8 58.6 48.7 24.5 18.0 56.3

exports of manufactures should not be able to develop a sizable
trade in them. The preferences in their case have to be selec-
tive. The range of products, the level of preferences, the
period of their continuation—all such issues should be decided
by the developing countries by mutual negotiations. In decid-
ing on such delicate issues, a policy of give and take will vield
positive results. To &void unsavoury disoutes, a small com-
mission consisting of experts from developing countries should
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assist the participants in negotintions and in implementation of
the decisions arrived at.

There is another approach, which is a substitute to
kilateral preferences among the developing countries. This
can take the form of multilateral negotiations among develop-
ing eountries, called ‘Developing Countries Trade Negotiations’
where each country should come forth with offers of tariff re-
ductions on recipracal basis. Tae penefits of negotiated tariffs
may be available to all the developing countries. The deve-
loped countries will not participate in these negotiations and
hence will not be entitled to the M-F-N benefit,

The recent agreement between India. the UAR and Yugo-
slavia for tariff concessions should serve as a model of econo-
mic co-operation among developing countries. The agreement
provides for special tarifi concessions by way of &) per cent
reduction in customs duties included in the common list. con-
sisting of 77 headings, and containing over 500 products in
varied sectors of trade of export interest to the three countries.
The agreement envisages the extension ol these concessions to
other developing countries on the basis of mutual benefit. It
is a pioneering altempt in the direction of a solution to the
ditficult problems of tarif{ preferences It is the first time
that a set of developing countries have acquired the experi-
ence of detailed tariff negotiation:, The agreement is parti-
cularly important for a provision to safeguard the trade rela-
tions of these three countries with other countries, for if any
other country raises an objection regarding impairment of its
trade, the three participating partne-s would consider suitable
measures for its rectification.

The developed countries have 2 responsibility to help more
than a billion peeple of developing countries so as to break
the vicious circle of poverty and stagnation. The yawning gap
Letween standards of living in the developed world and deve-
loping countries is further widening, for while the developed
countries add annually about 861 to their per capita income,
the average inercase of per capita income in the developing
countrics is less than $2.

Assistance Tapering Off

The flow of economic assistance rom developed countries
s gradually tapering off. The UN appeal that every deve-
loped country should contribute onc per cent of it gross
national product (o the aid programmes for developing coun-
tries has been more of & pious hope, for while the flow of
development finance to developing countries amounted to 0.87
per cent ol the gross national product of developed countries
in 1961, it vame down to 0.62 per cent in 19G6. The all-time low
guantum of foreign aid—-the lowest in the 2(-year history of
the US fareign aid- approved by Congress in December 1967,
should serve ax an eye-opener on the trends of recent think-
ing on foreign aid prograinmes in developed countries. The
<peeches of the representatives of capital-rich cauntries in the
plenary session of UNCTAD bore no promise of a change in
their outlook.

The development finance received has been partially neu-
tralised by a steady deterioration in the terms of trade of
developing countries and the mounting burden of external
debt service. Even at UNCTAD-IL Dr Raul Prebisch had drawn
the developed world's attention to this unhappy situation,
when he said that of $6.600 million worth of capital transfers
i5 fleveloping couniries in 1962, what was left to them afler
their losses due to deterioration in terms of trade and debt
cepvice charges was a paltry sum of %400 million. There hgs
o improvement since then. As pointed ouwt by the
r of Alglers. the aqnua\ loss in the purchasing power of
develoning countries during the mid-'sixties amounts to $§24
Litlion, which otfsets “nearly half of the tlow of external public
tipancial resources to developing countries”. The debt service

betn
Charte
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:;:i);r}gx&t; hfve risen from half a billion dollar annually in
es 1o $4 billion and “may offset the entire transfer

of resources before : .
continue”. the ead of this decade if present trends

rcresins it 6 o g o e oo o

s . ;
manufaf:tureSMthe most dyngmic s‘:zctg:*ar(;;‘tfvcot\?l:\estr:gg-j: o
nev_elopmg oo};ntries is the only pragmatic wav tao rejuwv t:();“
their economies on a sound footing, the developed cjou:t,? °
must agree to a system of generalised preferences lor th ses
Hgd the developing world attained an annual gmwtho r 1emf
five per cent envisaged by the UN for the Develooment Da ed()
it would have imported goods worth $20,000 million eeca ei
above its export proceeds. The failure of the Dev(gox amt
Decade has meant not only stagnation for the develop}ngp;gzn
iries but also inability for the developed world to export ca r;:
tal goods worth $20,000 million. Harold Holi, late Prime Mﬁ}.
ister of Australia, rightly said on December 7 last year that it
was in the enlightened self-interest of developed countries to
take active and adequate steps to promote the development of
developing countries. The best way to this is promotion ot
their exports. particularly of manufactures and semi-manu-
jactures. through preferences-—a step already taken by
Australiia.

It is in recognition of the urgent need for preferences for
the products of developing countries that the Ministerial Couti-
cit of OECD took the momentous decision to agree to them in
principle. Apart from differences on the retention or other-
wise of vertical and reverse preferences, referred to earlier.
there is no common ground among the QECD constituents on
the mode of the proposed preferences; for while France, Bel-
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PRODUCTIVITY IS A WAY OF LIFE
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gium and possibly West Germany favour tariff quotas, Anglo-
Saxon countries prefer unrestricted preferential access.

There are also notable differences in the modus ope-
randi of preference proposals visualised in the Charter of
Algiers and OECD resolution (see Table VI, pages 566,
567, 568). The Charter of Algiers calls for a suitable
machinery within UNCTAD for effective and objective
implementation of preferences agreed on, but the OECD re-
gards implementation a matter of consultation among the
developed countries, so as to distribute equitably this new

" purden. The Charter of Algiers wants preferences for all

developing countries, but the OECD regards the choice of re-
cipient countries so delicate that this is left to the discretion
of each developed country involving exclusion of some deve-
loping countries on political grounds. Regarding the duration
of preferences, the OECD’s stand is for 10 years as against 20
years demanded by the Charter of Algiers. The developing
countries, moreover, insist on preferences for processed agri-
cultural products as well, but the representatives of the USA,
the UK, France and Japan have spoken with almost one voice
at the committee on manufactures that they had not had enough
time to consider the more general problem of granting tariff
preferences to all the exports of developing countries. includ-
ing processed agricultural products. According to Mr W. E.
Culbert of the US, acceptance of duty-free treatment for all
products of developing countries meant abolition overnight of
all protection for domestic producers. No responsible govern-
ment in his country, he said, could no this without n very
serious study which, he added, had of course, been gouing on
for only two months. As for duty-free entry demanded by
developing countries, the OECD spokesmen have indicated that
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what they were prepared to offer was not nil duty but low
duty.

The OECD approach to preferences, in sum, is hardly help-
ful. Added to this is the division on the issue among the
ranks of the developed as well as developing countries. The
discussions in the committee on manufactures show four major
trends of thought. Such of the developed countries as enjoy
or give no preferences to any other country demand that the
existing preferences should be absorbed in a new system of
preferences and that the reverse preferences should be phased
out. They are of the view that either there can be a non-
discriminatory, non-reciprocal general system of preferences
or multiple systems of special preferences and that the two
cannot exist side by side. The developed countries, which en-
joy reverse preferences, see, on the other hand, no clash between
special existing preferences and a new system of general pre-
ferences.

Communist Countries’ Complaint

The communist countries complain that while they are
ralled upon to accord preferences to the exvorts of developing
countries, their goods are being discriminated against in the
markets of some of the developing countries. The develop-
ing countries, which do not enjoy any preferences. suggest that
the developing countries enjoying them should decide whether
they would like to retain the existing preferences or go in for
a new generalised system. The developing “77” have made a
little advance in their stand by ironing out differences among
them on questions like product coverage. The resolution on

(Contd on page 569)

STE E L e Vel 1o Indie’s econemic deveiopment’

As industrislisation proceeds. the country
oeeds & conbnuous supply of steel—
for haavy machinery, for large-scale constructignee
to build the frame-work of an industnel

economy.

In 1948, India was producing a monthly
average of 71,000 tons of fimshed steel.

By 1966 this figure had nisen to 377,000 tong

A substantial share of this increased
production was contnbuted by plants—

hke Rourkela, Tata, Mysore lron and Steel,

£ india ron and Steel etc.—which for aimost
= half a century have been supplied

with equipment by German industnes.

i P -
,4"

.ﬁ": N

s Y T 4

'




566 EASTERN ECONOMIG1

March 15, 1968

TABLE VI
Comparison of Charter of Algiers and the OECD Report

Charter of Algiers

Report by the special group of OECD on trade with developing

countries

PRODUCT COVERAGE

The agreement should provide for unrestricted anq duty-
free access to the markets of all the developed countries .for.
all manufactures and semi-manufactures from all developing

countries.

The manufactures and semi-manufactures covered by th'e
preferential system should include alil prpcessed ar'1d semi-
processed primary products of all developing countries.

Special tariff treatment should apply in principle to all
manufactured and semi-manufactured products. Other pro-
ducts could be included on a case-by-case basis,

EXTENT OF PREFERENTIAL DUTY REDUCTIONS

The agreement should provide for unrestricted anq duty-
free access to the markets of all the developed countries for
all manufactures and semi-manufactures from all developing

countries.

In order that the general system of preferences makes
adequate contribution to the balance of payments of the
developing countries, the developed countries should not reduce
their aid to them or nullify or impair the benefits of preferences

through other measures.

The improved access for develo
the form of duty-free treatment o
below M-F-N rates,

ping countries may take
r substan&al reductions:

EXCLUSIONS

See under Safeguards and adjustment measures below.

It is probable that developed countries will fing i
nd it —
sary to exclude from the outset from the benefit of the s;ii?asl
tariff treatment a limited number of products in respect of
which developing countries are already competitive.

SAFEGUARDS AND ADJUSTMENT MEASURES WITH REGARD TO A GENERAL SYSTEM OF PREFERENCES

Without prejudice to the general provisions contai‘ned in
para. I under Product Coverage, the escape clauge actions as
envisaged below may be taken; in particular special treatment
may be granted by developed countries to the less developed
among the developing countries.

The form of the escape clause action, the objective crite.na
which should govern the application of escape clause action
by developed countries and the procedures t'hat shO}lld be
followed in such cases must be agreed upon internationally.
Such action must however be temporary in nature 'fmd be
gsubject to international consultation, approval and review.

Any scheme of special tariff treatment mus
include some safeguard or adjustment arrangem
the risks of dislocation of industry and labour,

t inevitably
ents to avoid:

Safeguards may be either related to the possibility of
withdrawal or modification of special tariff treatment when
imports of particular products reach certain limits (defined
in advance by reference to domestic production censumpti
or imports; or they can be related to determir;atit;n b tﬁn
developed country concerned of the causing or the th ot of
injury from such imports. et

These questions call for examinatio;
ment among developed countries,
according special tariff treatment to e

A ¢ nsure th
and ad]u'stments are applied in a manner tco‘;‘)goizfetguax:d:
the principal of equitable sharing of improved accr;ss “:; d

taking account of the effects of the 3
nf third ecountriec. frangements on the exports

n with a view to agree-
It will be for the countries
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Comparison of Charter of Algiers and the OECD Report (Contd)

Charter of Algiers

S

Report by the special group of OECD on trade with developing
countries

DURATION

In order to achieve the objective of the general preferential
system the arrangement should last long enough to enable all
developing countries to benefit from it. Initially the arrange-
ment should last for 20 years and should be reviewed towards
the end of this initia! period. In any event the preferential
treatment should not thereafter be abruptly terminated.

The special tariff treatment should be temporary and
degressive. Margins of preferences would not be guaranteed.
The initial arrangements should be for a period of ten years
with provision for a major review before the end of this
period to determine whether the special tariff treatment should
be continued, modified or abolished, It is obvious that deve-
loped countries may wish before the ten-year period has
elapsed to consider the fezsibility of a further international
negotiation to reduce tariffs on an M-F-N basis. If they do
so and the negotiations were successful, an element of degres-
sivity would automatically be introduced into the arrangements
for developing countries.

SPECIAL PROVISIONS FOR THE LEAST ADVANCED DEV ELOPING COUNTRIES

The preferential system must be conceived in such a way
as to make it possible for the least advanced among developing
countries to share in its benefits. Accordingly any time limits
of the system should be flexible so that countries at present
in very incipient stages of development will also be able to
reap its advantages. Escape clause actions limiting or excluding
particular exports should rot apply to the less competitive
products from less advanced countries. Specific commitments
should be taken for technical and financial assistance in the
establishment of export-oriented industries in least advanced
countries, with a view to markets both in the developed world
and in other developing countries.

Such new arrangements should aim to accord broadly
equivalent opportunities in all developed countries to all deve-
loping countries.

EXISTING AND REVERSE PREFERENTIAL ARRANGEMEN TS AND THEIR RELATION TO THE GENERAL SYSTEM
OF PREFERENCES

The new system of general preferences should ensure at
least equivalent advantages to developing countries enjoying
preferences in certain developed countries to enable them to
suspend their existing preferences on manufactures and semi-
manufactures. From the beginning, provisions should be incor-
porated in the system of general preferences, for the developed
countries to redress any adverse situation which may arise
for these developing countries as a consequence of the institu-
tion of the general system of preferences.

It is recognized that many countries would see as an
important objective of the new arrangements a movement in
the direction of equality of treatment for the exports of all
developing countries in developed couniry markets. At the
same time, developing countries presently receiving preferences
in some such markets would expect the arrangements ‘o
provide them with increased export opportunities to compensate
for their sharing of their present advantages.

The United States member stated that, in his view, a key
element in any arrangements for the grant of special tariff
treatment is the phasing out, as rapidly as possible, of existing
preferences extended by some developing countries to some
developed countries.

INSTITUTIONAL ARRANGEMENTS

Suitabl® machinery within UNCTAD should be established
to supervise and ensure the effective implementation of =
general system of preferences.

RULES OF ORIGIN

The grant of special tariff treatment will require the
application of rules of origin to determine the conditions under
which imports shall qualify for admission at special rates of
duty. It will be necessary to determine how best to achieve
the objectives of ensuring that the rules are in accordance
with the intentions of the new arrangements and of providing
broadly equivalent new import opportunities into each deve-
loped market.



568 EASTERN ECONOMIST

March 15, 1968

Comparison of Charter of Algiers and the OECD Report (Contd)

Charter of Algiers

All developed countries should grant such preferences to
all developing countries.

DONOR COUNTRIES

Report by the special group of OECD on trade with developing
ing countries

The potential benefits for developing countries will be
nraximized by the largest possible participation of developed
countries in arrangements for the grant of such special tariff
treatment.

The arrangements should be designed so as to result in
an equitable distribution among the developed countries of in-
creased import opportunities to their markets and should take
into account the effects on the exports of third countries.

BENEFICIARY COUNTRIES

See above under “Donor countries”.

Special tariff treatment should he given to the exports of
any country, territory or area claiming developing status. This
formula would get over the difficulty which would otherwise
arise of reaching international agreement on objective criteria
to determine relative stages of development.

Individual developed countries might, however, decline to
accord special tariff treatment to a particular countiry claim-
ing developing status on grounds which they hold to be com-
pelling. Such ab initio exclusion of a particular country would
not be based on competitive considerations.

It is to be expected that no country will claim developing
status unless there are bona fide grounds for it to do so; and
that such a elaim would be relinquished if those grounds
ceased to exist.

ACTION BY COUNTRIES WITH CENTRALLY PLANNED ECONOMIES

The socialist countries should grant concessions 'to the
developing countries whose advantages are at least equivalent
to the effects of preferences which would be granted by the
developed countries with market economies.

The socialist countries should grant preferential acc'eSS
conditions for products originating from developing ct_)untne's.
These conditions should include the establishment, in the.xr
international purchasing policies, of margins of tolex:ance in
favour of the developing countries with regard to prices and
delivery terms.

Both in order to maximize benefits for the developing
countries and to provide for equitable distribution of appro-
priate measures among developed countiries, the grant of
special tariff treatment by developed countries with market
economies should be matched by arrangements by countries
with centrally planned economies which would similarly in-

crease the opportunities for the export to them of products
from developing countries.

ACTION BY DEVELOPING COUNTRIES

The arrangements should not involve the grant of recipro-
cal advantages by developing countries for the exports of
developed countries. They should. however, be the occasion
for developing countries to broaden market opportunities
among themselves on a regional basis. They should also be of
assistance to the developing countries in their efforts to accele-
rate improvement in the conditions of employment and the
standards of living of their people. It would help if these
countries agreed to take measures to encourage foreign invest-
ment as an additional spur to industrialization.

IMPLEMENTATION

At UNCTAD-II there should be negotiations which should
lead to the conclusion nf an agreement on a general sys.tem of
tariff preferences on a non-discriminatory and non-.reclproca)
basis. The agreement should provide for unrestricted a_nd
duty-free access to the markets of all the developed countries
for all manufactures and semi-manufactures from all deve-
loping countries.

Any new arrangements for the
ment cannot be put into effect
developing countries
account in the form

grant of special tariff treat-

without the support of the
» and their views should be taken into
ulation of any such arrangements.

The grant of temporary tariff advantages to developing

countries would not constitute a binding commitment and
should not in any wa

M-F-N basis, whether

F unilaterally or following an international
tariff negotiation. :

y impede the reduction of tariffs on an
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preferences, adopted on March 11 by t.he. co-ordinating c.om:

ittee of the developing “77” for submission to t}?e committee
::11 manufactures, calls upon all developed ?ountnes to estab-
lish a system of non-discriminatory, non-reciprocal prefe:rexlucgs
on all manufactured and semi-manufacturgd products, includ-
i rocessed and semi-processed agncultgral produ.cts,
le?gamll)ting from the developing countr?es. Whl'le the Algiers
Charter had set no deadline for the introduction of general

. - preferences, the resolution wants the agreement on it to come
- into force not later than January 1, 1970.

The committee on manufactures was the first among all
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the five committees of UNCTAD-II to have formed a contact
group. The contact group later lost all “contacts” because of
the rigid stand of the developed countries. Strenuous efforts
meanwhile by the parties concerned have revived hopes that a
special negotiating committee will be set up for drawing up an
agreement on a system of general preferences. The resulting
agreement, if any, will, however, at best be a compromise— an
under-achievement from the view-point of the developing
countries, UNCTAD-II js thus likely to mark another mile-
stone, but not the final end, of the struggle of developing coun-
tries to extract due concessions from the developed ones for
the exports of their manufactures and semi-manufactures,

Inter-Trade in Developing Asia
B. S. GUPTA

f the developing ECAFE countries in total
:ﬁlgdsg:::gs ohas come down considerab.ly during t.he pas‘t
decade. Meagre as it already was at 76 per cent in 19.50'
it declined to 6.8 per cent in 1953. Though there was a partx?l
recovery to 7.2 per cent in 1959, the dowr.ufa]l started again
in 1960 and the figure for 1966 was no higher than 5.4 per
cent. The data for 1967 are available fox'- the first half of
the year. when developing Asia had a still lower share at
5.2 per cent of world exports.

For the world as a whole, the exports duri'ng.1956~66
improved by 94 per cent Whereas most of lhl'S increase
went to the developed countries, even some developin ; regions
recorded a fast growth. It was 113 per .cent for the Mld'dle
East and 84 per cent for developing Africa. For developing
Asian countries. however, the rise was no more than 38 per
cent, or slightly more than the average of three per cent
per annum.

The pace of economic development in Asia requires. a
substantial increase in imports of all types of goods for which
purpose export earnings have to go up at a fast rate. _Some
effective measures have therefore to be adopted and imple-
mented urgently to raise Asia’s exports; and pne of the
methods suggested is a fast increase in infer-regional trade.

It may be in order, before considering this step, to discuss
the regional pattern of exports of developing Asia.

It may be seen from Table I that though over 40 per
cent of the total exports of developing Asia is still absorbed
by the US and west Europe, the total for these two areas,
put together. has declined over the decade. There has be?en
some increase in the share taken by the USA, but the decline

TABLE 1

REGIONAL DISTRIBUTION OF DEVELOPING
ASIA’'S EXPORTS
(Percentages to total exports)

1956 1961 1966

L. 147 16.0 18.2
B S
Latin America ... L5 1.7 1.1
West Europe .. 292 25.7 23.3
EEC LY ... 128 10.7 11.2
EFTA ... 154 13.8 10.5
UK .. 140 125 8.8
Australia & New Zealand ... 34 3.2 2.6
Fast Europe 1.7 4.7 6.2
USSR .09 3.1 4.1
Developing Africa 21 29 3.1
China (Mainland 1.8 1.7 1.8
Japan . 87T 104 133
Middie East 20 2.2 2.5
Developing Asia .. 302 276 24.2
Other Areas 2.7 2.6 2.1

for west Europe has been much more steep. The exports
to the EEC came down rather sharply from 2.9 per cent in
1956 to 10.3 per cent in 1958 (the year of creation of the
EEC) and 10.2 per cent in 1959. It recovered to 11.0 per cent
in 1960; but there was again a fall to 10.7 per cent in 1961
and 10.1 per cent in 1962. The last few years have recorded
only a partial recovery. As for the EFTA. the downfall has
been still more steep. specially during the last five years,
It may be noted that the UK alone accounts for nearly 85 per
cent of the exports to the EFTA and the other countries in
the area continue to absorb a mere 1.5 per cent of developing
Asia’s exports. Though still an important market for Asia,
the UK has over the years not unly recorded a decline in
its share, but the figure has come down cven in absolufe
terms from $965 million in 1956 to $860 million in 1966. The

figure for 1966 is. as a matter of fact, the lowest recorded
during the decade.

Negligible Exports

The exports to Canada, Latin America, Australia and
New Zealand, Africa. China (Mainland) and Middle East have
remained negligible throughout the period: and there has been
actually a decline in the shares of Latin America and Australia
and New Zealand.

The encouraging factor in this gloomy picture has been
the rise in exports to east Europe and Japan. But the rate
of growth for east Europe has slackened over the past few
years. Moreover, most of the exports to east Europe are
destined only to one country (the USSR) and in spite of the
increase over the deccade, the east European countries stil)
take a very small share of developing Asia’s exports. In the
case of Japan, however, the rise has been fast and the total
share has now reached a respectable level.

What is the scope for expanding exporis to various
regions? Let us first examine the developed areas. The
USA and the UK are now facing the worst crisis, and a num-
ber of other west European countries too are feeling various
degrees of strain in their balance of payments. These
countries are therefore not likely to increase their share
oi off-take from Asia beyond a marginal level. The current
UNCTAD negotiations in New Delhi have revealed their atti-
tude to this effect. Whereas the developed countries are
prepared to give preference to some selected manufactures
of underdeveloped areas, the preferences will be limited not
only in coverage but also in the malter of amount and time.
Moreover. since the manufactured goods form only a minor
part of exports of developing Asia, thesc countries are not
likely to gain much from such preferences. As for the basic
products—the main exports of the region—not much reliet
is likely to come. The overall effect of UNCTAD-II delibera-
tions on raising the exports of Asian countries {o the USA
and west Europe will therefore be only marginal.

The exports to Japan and east Europe
increase in the coming years; but that by itsel
a long way to meet the requirements of forei

are likely to
f will not go
8n exchange in
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Asia. Moreover, with east European countries now coming
closer te the western world, the chances are that a part of
their shopping will be transferred to these latter areas.

As for the minor importers, which together account for
about 15 per cent of total exports, it is likely that for a
long time they will continue to remain minor. importgrs from
developing Asian countries. Asia exports mamly. agricultural
products such as tea, oilseeds, vegetable oils, SDIC?S, tobacco,
rubber and jute. Some countries also export minerals and
some manufactured goods. Some of the above-named food-
stuffs are produced in other underdeveloped regions; and in
many cases they are also the exporters of these goods. They
do not have any substantial industries to require these raw
materials, though a number of countries have i.nstallt.ad over
the years their own textile plants, thereby 1mpgdmg .the
imports of textiles from Asia. The major part of their require-
ments for manufactured goods comes from the developed
countries—their age-old suppliers. Latin America, Australia
and New Zealand are still strange continents to Asians. with
very little of contacts—economic, political or cultural. 'More-
over, along with Canada, these regions are closely tied .to
western Europe, and Asia is in no position to compete in
manufactured goods in these markets.

A fast growth of inter-regional trade is. thus an impo?tar.mt
proposition to expand exports of developing Asia. This is
specially so as most of the other regions have already adopted
measures to expand their inter-trade which is bound to slow
down their imports from Asia. Thus, in westen:x Europe
64 per cent of the total exports are directed t(? countries within
the region, the figure for east Europe being 60 per cent.
Though the underdeveloped regions have still a long way to
reach respectable percentages, it is significant to note that
over the past decade such exports increased by over 40 per
cent for the Middle East and nearly 70 per cent for Latin
America and developing Africa.

Stagnant Trade

But the growth has been stagnant for developing As.ia.
As compared to 1956, the figure for developing Asian. countries
was larger in 1966 by no more than 14 per cent, which means
a growth of about one per cent per annum. The result 1.1as
been that from 30.2 per cent of the total exports of developing
Asia absorbed within the region in 1956, the figure came down
to 24.2 per cent in a matter of a decade. The peak at 31.3
per cent was reached in 1957. Thereafter the percentag.e
declined year after year, reaching 27.3 in 1962, After a margx-
nal improvement to 27.5 in 1963, the fall started again till
it reached 24.1 per cent in 1965. It was 24.2 in 1966.

The regional distribution of imports in Asian countries is
shown in Table II. It would be seen that the major countries
purchase a very low percentage of their total imports from
the region. Though Japan has over the years be(_:ome an
important supplier to the developing Asian countries, the
imports continue to be oriented towards the USA and wgst
Europe, because of various reasons. As the Asian countries
used to be the colonies of the western world, the old trade
arrangements between the two groups of countries still exist,
and are further strengthened by the continuing currency links
in the case of some countries. Another factor is that the
western countries have invested substantial amounts in Asia
and meet most of their demands of goods for utilising such
investments from the parent countries. Based on age-old tradi-
tions, the consumer preference is also often .for products
originating in the west. It may thus. be rea11§ed .that the
favourable position of western exporting countries in many
cases is due not so much to competitive advantages as due
to these special factors.

Apart from western orientation, still another importgm
tactor which retards inter-trade i§ the lack of cqmpler.'nentarlty
in the present pattern of production and trade in Asian coun-
tries. The Asian countries gene;ally produce common goods
and are in no need of importing them. In many cases,
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thgse common products are exported from a number of coun-
tries and are their major exchange earners. The countries
competg with one another for the export of common items
and brm_g down their export prices. In some other cases,
the quality and variety of the commodity exported by some
iz;ir:)t:es differs from that imported by other countries in the

A set of measures are thus nece:

inter-trade., ssary to boost the region’s

First, the Asian countries should try to import
as much of. their requirements as is possible from t}l"xe countl:'ies
in 'the region. Textiles and some other manufactured goods
which are now imported from western countries and Japan,
and which are available in the region itself, should be imported
from the region; and the imports of these goods from the
developed countries may be replaced by capital goods which
are not produced in Asia and for which there is a great
demand among these countries. Second, the Asian exporters
shou}d make adjustments to supply the geods of almost similar
qughty and specifications as are required by the irﬁporting
Asian 'countrles and are presently supplied by the developed
countries. And lastly, the production in the region should

be diversified e .
trade. ified to defeat the lack of complementarity in foreign

Greater Co-operation Needed

A fast growth in inter-trade will thus require larger

;Eiii‘t:ir;gojd:o.-ope;ation~both in marketing and production—
: arying degrees of preferences an ic i -
tion of one kind or the other. e e

. : The various types of co-opera-
tion .VVthh. can be considered in this context, have I;aee“
described in a study by ECAFE, '

' The Economic Union, like the EEC
tion of the region, without any restric
of goods, services and capital; and th
will have a harmonised and co-ordinate
member countries will have no choic
separate tariffs to third countries.

from the Economic Union in the s

not involve co-ordinated economic policies other than in the
matter of trade. As in the case of Economic Union, however
the Customs Union also does not allow the units to appl);
their own tariffs to non-members. The free trade srea—such as
the EFTA—is comparatively mild. It allows the member

TABLE 11

‘MAJOR SOURCES OF SUPPLY TO DEVELOPING ASIAN
COUNTRIES: AVERAGE 1965-66

(Per cent of total imports of each country)
Reporting

, involves the integra-
tion on the movement
€ constituent countries
d economic policy. The
e of applying their own
The Customs Union differs
ense that the former does

Country UZA Western  Japan Developing

Europe Asian

Canada countries.

Burma 8.3 24.8 -
Cambodia 2.8 38.3 fg; igg
Ceylon 4.7 30.2 6.8 24:5
China (Taiwan) 30.5 8.5 40.7 7.6
Hong Kong 11.9 215 17.8 12.7
India 38.8 28.4 5.9 8.8
Indonesia (a) 13.2 26.1 234, 28'3
Iran 18.5 55.9 7.9 5l3
Korea, Rep. of 317.7 7.0 36.8 21'8
Laos 19.4 17.1 10.5 42.9
Malaya & Singapore (b) 6.7 29.6 12.9 27'2
Pal;istan 34.8 39.4 9.4 6.7
Phll'ippines 37.0 16.6 26:1 ’ ]0.8
Tballand 30.9 23.0 28.0 11.7
Vietnam, Rep. of 42.6 14.2 11.9 28:3

(a) Relates to 1964.
(b) Relates to 1964-65.

United Nations, ‘Direction of Trade’ and Nationak
Trade Statistics.

Source :
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their own separate tariffs to third countrieg
e Preferential Application of Quanti-
tative Restrictions or Preferential Applicatigrtm ;)_f Ta:g:}cti?,:z
ative r
involves preferences on only quanti
tm;lmdefmoltmf,z(:riffs :nd other trade restrictions) anq lgtter only
c(;l tariffs (not guantitative and other trade restrictions).

A detailed study of these schemes _will suggest that norclie
of them by itself is practicable or'sut’ﬁcxent to meet thg needs
of the region. The Fconomic Union and Customs'Um-on are
rather extreme measures which can be petter applied in case
of co-operation only among a few coqntnes and not the reglor;
itself. Moreover, they have a bearing on the autonqmly o
the member countries and therefore may not .be f‘eas.xbe to
start with. The free trade area loses much oflxts significance
as it allows the member countries to z.apply their own sgpgrate
tariffs to non-member countries. This clause may ehmmgte
most of the preferences that the member countries may give
to each other if similar tariff prefert?ncgs are also gn"en.to
non-members. The Preferential Apphpah_on of Qua'mtltatwe
Restrictions and the Preferential Apph'cat%ox.l of Tariffs have
got only a limited applicability if used individually. However,
a joint and liberal application of these two megsures. can go
a long way to augment inter-trade. By boostmg thg scope
for increased exports, these measures can help dwersxfy the
economies and achieve the eptimum scale of px:oductlon of
various commodities in the region, th_ereby reducing the cost
of production and improving the quality of products:

But left to themselves, the preferences may make the
economies of the member countries still more competitive', as
many of them may like to produce the particular commodities
for export in the region and thereby waste the limited re-

countries to apply ¢
A still milder form Is th
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sources. Regional planning of development programmes is
therefore equally important. The major plants in Asian coun-
tries should be established in joint collaboration or under
mutual consultation. The member countries may divide such
plants among themselves under some mutually beneficial
agreement so that the country/countries most suited for the
production of a particular commodity may get the plant.

The task, of course, is formidable and will require con-
siderable efforts and utmost co-operation for planning on a
regional basis. But there does not seem to be any alternative
to tackling the problem by gradual and definite steps. The
capacity of the developing Asian countries to import the neces-
sary capital goods for accelerating the pace of economic
development is severely circumscribed because of limited
prospects to increase exports to other regions. They have,
thus, hardly any choice but to adopt measures for a larger
regional trade, so that what is possible to produce in Asia
is produced and traded among Asian countries.

Some rudiments of regional economic co-operation have
become visible in recent months. The Association of South
East Asia Nations (ASEAN in short) was formed in August
1967 by five important Asian countries, namely Indonesia,
Malaysia, Philippines, Thailand and Singapore. The primary
purpose of this organisation is to accelerate the economic pro-
gress of the member countries through co-ordinated efforts
and joint economic enterprises. India has also expressed a
desire to join such an organisation. and has made a concrete
proposal for the creation of a body more broad-based than
the ASEAN. The formation of such regional bodies will go
a long way in creating a favourable atmosphere for a closer
co-operation among the countries of Asia.

UNCTAD-1I: A Confrontation or a Conference?

Dr R. 5. ARORA

THE SECOND full session of UNCTAD presently taking place
in Vigyan Bhavan, New Delhi, is one of the largest inter-
national diplomatic conferences ever organised. There are
delegates from 132 countries, 50 special agencies, 4 commis-
sions, 20 inter-governmental organisations, 18 non-govern-
mental organisations and 7 study groups and councils. The
conference has a formidable agenda to accomplish before
March 25. It has undertaken to discuss, and, if possible to
arrive at meaningful recommendations on issues most vital to
regulate international economic and social relations. Some of
the most important items on the agenda are:

(i) Trends and problems in world trade and develop-
ment,

(ii) Commodity problems and policies;

(iii) Expansion and diversifications of exports of manu-
factures and semi-manufactures of developing coun-
tries;

(iv) Growth, development finance and aid (synchroniza-
tion of international and national policies);

(v) Problems of developing countries in regard to invisi-
bles including shipping;

(ui) Trade expansion and economic integration among

V developing countries, measures to be taken by deve-
loping -and developed countries—including regional,
sub-regional and inter-regional arrangements;

(vii) Special measures to be taken in favour of the least
developed among the developing countries aimed at
expanding their trade and improving their economic
and social development; and

(viii) General review of the work of UNCTAD.

Five subjects committees have been assigned to debate all
possible aspects of allotted ifems of the agenda and to make

recommendations. Besides these five committees there are
almost one hundred organisations, such as co-ordinating com-
mittees, working groups, contact groups, regional groups, work-
ing in Vigyan Bhavan. There were 55 meetings during the
second week, 63 meetings during the third week and as many
as 96 meetings during the fourth week of the conference. Dur-
ing the plenary meetings 105 countries and several specialised
agencies made general statements.

In the committee rooms, the first committee has been dis-
cussing the “role and financing of diversification programmes”
and also “the programme for the liberalization and expansion
of trade in commodities of interest to developing countries”.
The developing countries have been arguing ‘ad infinitum’ that
they continue to be highly dependent on the exports of primary
commodities for the bulk of their export earnings. These coun-
tries, being predominantly exporters of primary products, have
been often facing difficulties because of short-run fluctuations
in export earnings as a result of natural or other conditoins
affecting supply or foreign demand conditions. Although the
price behaviour of primary products has not followed a uni-
form pattern and has affected countries differently, the short-
term export fluctuations have at times wvlaced considerable
strains on the ability of these countries to maintain their deve-
lopment efforts.

Further, several representatives stressed that the discus-
sions on pricing policy have very often come across the view
that the remunerative price must be based on the long-term
equilibrium price. In practice, however, it is found that the
very countries which invoke the concept of long-term equili-
brium price are those which have adopted measures to regulate
prices to attain national economic objectives. These policies
have often created conditions where the so-called free market
has been reduced to only a residual market. The primary pro-
ducers have been asking: Was it fair, in that context, to go on
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paying lip service to the concept of long-term equilibrium price?
Their experience has taught them that in actual negotiations,
the prices have been determined not on the basis of the consi-
deration as to whether or not the particular price or price
range was equitable for the producer or consumer, but purely
on the basis of the bargaining strength of the parties parti-
cipating in the negotiations.

The primary producers have suggested that there are
certain commodities the market-situation of which calls for the
adoption of short-term measures on an urgent basis. Yet,
short-term expedients cannot be a substitute for long-term
measures which must be adopted for finding a real solution to
the problems of primary commodities. It was widely sug-
gested that ‘buffer stocks’ provided the most effective means
of stabilizing world prices as part of efforts to organise com-
modity markets, For this a distinction must be drawn between
buffer stocks and reserve stocks.

In response to this case the US representative thought that
no solution would serve for the commodity problem in the
developing countries, and specific cases would need different
measures. He was not convinced of the usefulness of draw-
ing up a draft general agreement on commodity arrangements.
He recognised the need for international agreements specifying
conditions of production and sale for certain commodities such
as cocoa, although that procedure could not be generalised.

During the debate on “problems arising from the develop-
ment of synthetics and substitutes” most of the representatives
seemed to have recognised the importance of the problems
caused by the continuing expansion and proliferation of syn-
thetics, encroaching as they did on the markets for natural
products.

While some representatives of developed countries had
stressed the instability of prices for natural products, the dis-
parity between the cost of natural products and of synthetics,
and the technical superiority of certain substitutes, representa-
tives of developing countries had thought that the main factors
in the deterioration of the competitive position of natural pro-
ducts were excess synthetic production capacity, excessive in-
vestment in synthetics, unfair trade practices, the existence
of ‘exclusive’ markets, sales at throw-away prices and the
existence of trade barriers especially affecting the import of
semi-manufactures.

Advisability of Synthetics

Some of the representatives of OECD countries thought in-
tensification of synthetic production to be linked with techni-
cal progress, which was in turn decisive for the industrialised
countries’ economic growth. While acknowledging that trend
as irreversible, some representatives of developing countries
had questioned the advisability of expanding and proliferating
synthetics where they only replace the natural products. A
substitute as such did not represent progress if the competing
natural product satisfied consumer needs. Only where synthe-
tics introduced a new step in the scale of needs was it legiti-
mate to refer to scientific and technical progress. In that
connection, several developing countries had called atftention
to the sums devoted to research into and development of syn-
thetics, holding that, if a fraction of the total had been devoted
to increasing the productivity or reducing the preduction cost
of natural commodities, the latter would be competitive and
would be able to satisfy world demand.

As regards steps to solve the problems facing natural pro-
ducts in competition with synthetics, there was a consensus of
representatives advocating a price-stabilisation policy for
natural products, relative cost reductions by improving pro-
ductivity and search for new uses for natural products. Those
measures having proved inadequate, the representatives of the
developing countries thought it a matter of urgency to take
other steps, such as the elimination of tariff barriers and
quotas hampering the entry of natural products, in particular
Semi-mz;\nufactured derivatives; the extension of preferential
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treatment lo cover the semi-manufactured derivatives of
natural .products in competition with synthetics and Sl.;bsﬁ-
tutes; elimination of unfair trade practices; a policy of liquida-
tion of sgrplus stocks taking into account the pri'ce level and
market situation; co-ordination of production and investment
p.lans in the synthetic and natural product sector and regula-
tion of the production of synthetics: a vertical diversification
policy linked to the above-mentioned liberalization with ex-
ternal finanpial aid to benefit semi-manufactures or manufac-
ture.S, a policy of tax or tariff levies in no way discriminating
against natural products. Failing the elimination of tax or
tariff barriers to the consumption of natural products the
developed countries and the developing countries should en-
sure that the retail price of the natural product did not exceed
that of the substitute (e.g, sugar and artificial sweeteners).

In regard to the long-term measures to improve the com-
peting capacity of the natural products, the Indian dzlegation
recommended the establishment of a research fund controlled
by UNCTAD. Most of the developing countries supported the
Indian proposal. However, the western countries could come
to no decision on the point at the current UNCTAD.

A Measure of Agreement

‘The second committee has spent most of the time on de-
bating "Existing and Reverse Preferences’. There appeared to
be a wide measure of agreement that the general system of
preferences should provide at least equivalent advz{ﬁ{ages t
those developing countries enjoying preferences in certai:
developed countries. It was acknowledged, however, that at
the present stage of the committee’s discussion and a; long :
the details of the general scheme were not known, it wouldgn‘(l)i
be possible to assess to what extent the gener;;used system
would provide such advantages. The representatives (;f
number of developed countries stated that the general syste .
of preferences should gradually absorb the existing preferg;l .
However, the representatives of some developed countries rfgs.
granting preferences pointed to the difficulties -
their system into generalized scheme, because of the wide ro-
d'uct coverage already provided and the extent of the prefefen-
tial margins granted. Furthermore, they indicated that the
developing countries benefiting frbm these systems would
have to make their own judgment on this matter in the light
of the details of whatever general scheme emerged. The ge
presentatives of the developing countries expressed 'their sr i
port for the relevant provisions in the Algiers Charter up—

in merging

On reverse preferences, the represe i

of developed countries stated that a l:)roc:c;ixt':::;ozfdab: Z?betr
ed within the system of preferences for phasing out the rev:x?qe;
preferences granted by some developing to some develo e;d
countries. They gave several reasons for this view and dfew
attention ir_\ particular to the domestic difficulties they would
:n'count;:.r hmd ,«;rant;'ng preferences to those developing coun-
ries whic id not accord the ;

developed countries. ™ equal treatment with other

The representatives of some communist countries stated that
the prevailing reverse preferences placed their products in an
unfavourable position compared with the products of the deve-
loped countries enjoying preferential treatment. On the other
hand, one developed country maintaining a reciprocal prefer-
ential arrangement with a number of developing countri
stated that the issue of reverse preferences was marginal 1e§
that it would be best resolved among the developed count o
In this connection, another representative pointed to the -
portant role that established trade links played in the ttlm-
of exports and imports of the developing countries pattern

With regard to reverse preferences W
tual basis, the representatives of some
stated that it would be up to the developi

! ping countries i
these preferences to decide on the issue once preciszlz‘:etgt:?mmg
general preferential system were known. One of t}?ls o
presentatives said, however, that reverse preferences s:inr?(;

hich had no contrac-
developed countries
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into on a contractual basis were a matter for bilateral dis-

cussion initiaily. .

The representatives of a number of developing countries
stressed that reverse preferences were a matter for'the de}Ze';
loped countries to decide upon. One of them mentloned 1‘_: ;
reverse prefercaces under the Yaoun.de Conventxgq were Hm -
ed with financial and technical ass1stanC<_e provisions. oW~
ever, the representatives of some devel(?pxng cc?untrles stated
that reverse preferences should be abolished, since they con-~
cerned to a large extent the least advanced developing coun'gnes
and since they placed economic burdens upon such countries.

i he conclusions with res-

Most of the countries supporteg t '
pect to vertical preferences contained in the'Report of the
Secretary-General of UNCTAD in document entitled: “Towards

a Global Strategy of Development”.

Kennedy Round
Speaking on the ‘programme of libe}‘alization and expa}n-
sion of trade in manufactures and semx-gxanufactures of in-
terest to developing countries’ (Age'nda item 11-c¢), seve‘ral
delegates from the developing countries §tressed that the fact
be recognised that the Kennedy Rpund did n9t make anv real
‘dent’ on tariff and non-tariff barriers to the 1rpports of r.nanu-
{factures and semi-manufactures from dgvelgpmg countries. A
large number of questions of ogtstandmg importance to the
developing countries have remained um.'es'olved. At a very
early stage of the Kennedy Round negotlatxor'\s the partxcxpat-
ing developing countries realised 'that the main pr'eocwpatlons
of the developed countries were in regard to their own trad-
ing problems. Consequently the problems of developing coun-
tries could not be tackled till agreements.had bt?en reached
among developed countries ‘inter se' on their own issues. The
major sectors in which the Kennedy Round z:esults have fallen
short of expectations of developing countries may be sum-
maried as under:
(a) Quantitative restrictions or other non-tariff barriers

continue to apply to a number of these products.

(b) No improvement in access was achieved through
modification of internal support policies or fiscal

measures.
(c) The “effective protection™ of processing, al.thoug.h
in many cases reduced, remains a major 1mped§-
ment to access for exports of manufactures and semi-
manufactures from developing countries.
g countries wanted that an agreement
should be reached in this UNCTAD .on the ‘ground rulgS,‘the
machinery, and the time-table for~ 1nterr}atlonal negotiations
to provide expanding access to the industrial products of‘ deve-
loping countries in the markets of the developed countries. ﬁn
pursuit of this aim it was suggested tpat UNCTAP-H shouhd
work out a programme of action which should include the

following:

(1) The develo
mise the be
tries resultin
tions.

(2) The dev

Several developin

ped countries should take steps to maxi-
nefits to the trade of developing coun-
g from the GATT multilateral negotia-

eloped countries undertake adjustments i.n
their tariff nomenclature and other measgres to faci-
Jitate appropriate tariff and other action .to pro-
mote the exports of manufactured z}nd seml—rr_aanu-
factured products from the developing countries.

(3) The developed countries adopt a concrete‘z program—
me for liberalization of quantitative restrictions and

removal of non-tariff and para-tariff barriers.

(4) There is a need to work out an objectiye criteria for
the application and restrictions‘relatmg to escape
clause action or “market disruption”.

n “Growth, Development and Aid”

mmittee o
In the co has been a growing feeling that the

(Agenda item 12). there
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proliferation of labels under which assistance is usually made
available does not really help anyone. The hopes of the
developing countries would face frustration if the gross flows
of capital were insufficient to bring about the transfer of
real resources required. The focussing of attention in legis-
latures upon the gross flow of capital fended to divert atten-
tion from the more fundamental issue of whether a sufficient
volume of real resources was provided.

It is widely known that in 1966, interest and amortization
on past borrowing had absorbed 45 per cent of the new official
bilateral lending of countries which are members of the OECD’s
Development Assistance Committee. On present terms, the
gross flow of capital to developing couniries would have to
rise from $12,200 million in 1966 to $17,500 million in 1975
merely to maintain the net transfer of resources at its exist-
ing level. Service paymenis would more than double, from
$5,100 million in 1966 to $10,400 million in 1975. Of the esti-
mated $10,400 million of total service payments to be made
in 1975, only $3,100 million were attributable to the new official
bilateral lending that would take place by that time. The re-
minder consisted partly of service due on past lending on
which terms had already been fixed, and on lending from
multilateral agencies and private sources,

Obviously, therefore, the extent to which the situation
could be eased by improving the terms of new official bilateral
lending alone was limited. If all new official lending were
interest free the projected debt service for 1975 would be re-
duced by about $1,000 million. In other words, total debt service
in 1975 would be reduced from $10,400 million to $9,400 million.

Debt Servicing Burden

This means, even if all new official bilateral lending were
henceforth to be interest free, the burden of debt service would
remain heavy. Other steps which governments could consider
might include an increase in the proportion of grants, a soften-
ing in terms of commercial credit either directly or by subsidy,
and an easing of the terms on past lending. Above all, a sub-
stantial increase in the volume of official assistance would
make it possible to reduce the extent to which developing coun-
tries had to rely on commercial credit for the financing of
essential imports. If the proportion of grants in total official
assistance were increased to 80 per cent and the remaining
loans were provided interest free, the reduction in the debt
service burden by 1975 would amount to $2,300 million.

The UNCTAD research studies also disclose that the direct
cost of aid-tying to recipient countries probably averaged at least
10-20 per cent. If, for example, a tied development loan re-
payable in 20 years carries a 3 per cent rate of interest while
the goods financed by the loans are priced at 30 per cent over
the cheapest source of supply, the effective interest rate on
the loan is close to 6 per cent. Yet this estimate is not consi-
dered precise. Perhaps this underestimated very consider-
ably the total direct and indirect costs of tying of aid. Once
a country had installed massive equipment under a tied aid
programme, it tended to become dependent on the same source
of supply for its subsequent imports of spare parts, inter-
mediate products, and supplementary equipment even though
they might have to be purchased with free foreign exchange
resources at prices higher than those available from the cheap-
est source of supply.

In this committee, Britain offered to untie progressively
aid to the developing countries provided all other aid-giving
countries decide to do so collectively—an impossible condition!
The Canadian delegate considered it more useful to concentrate
on efforts to reduce or eliminate the harmful effects of tied aid
rather than to establish unrealistic targets for untied aid.

Mr Saxe, representative of the United States, maintained
that the borrowing countries varied considerably in their capa-
city to repay. The palicies and practices of all the major in-
ternational lending institutions bore witness to that fact. More-
over, the capacity might change in course of time. It was
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therefore permissible to have some doubts about the adoption
of a single standard such as that of the Charter of Algiers.
As to tied aid Mr Saxe held: At present, bilateral aid granted
by the United States was tied and would have to remain tied
as long as his country had balance-of-payments difficulties.

The third committee has been discussing various aspects of
“supplementary financial measures” (Agenda item 12-¢). This
is an Anglo-Swedish proposal from UNCTAD-I that a separate
aid fund be set up under the aegis of the World Bank. Its pur-
pose would be to bail out approved development projects which
run into trouble through unforeseen shortfalls of export earn-
ings, after the specifically short-term resort to IMF compen-
satory finance had been exhausted. Debates on this subject
suggest that some countries are trying to make this scheme too
elaborate and complicated including international discussion
of the development plans of ‘otherwise’ sovereign states. France
is against the entire scheme.

An agreed draft presented by the ‘77’ in early March on
the aid target received little support from the developed coun-
tries. At first, the developed countries refused to make any
commitment on the proposal that “each economically advanced
country should provide annually to the developing countries
financial resource transfers of a minimum net amount of one
per cent of its gross national product at market prices in terms
of actual disbursements not later than the end of the current
development decade.” Later on, (on March 5) the donor mem-
bers of group B on the aid volume target released a docu-
ment which said that the developed countries would not go
beyond reaffirming the aid target recommended in the final
act of the first UNCTAD session in 1964——that too according to
their interpretation of the target. They refused to accept the
Algiers recommendation that aid target should comprise one
per cent of GNP and not of net national income.

Problems of Invisibles

The fourth committee is mainly concerned with problems
of invisibles including shipping and international legislation
thereon. Several developing countries maintained that the
question of freight rates was of vital importance to their eco-
nomies since their trade often depended on exporting a few
primary products and some bulk goods and freight represented
part of the delivery price. The problem also arose when those
countries wished to export manufactures and semi-manufac-
tured goods. It would be both necessary and desirable for
articles manufactured by recently established industries in the
developing countries to benefit from particularly favourable
freight rates. Those rates should be applied to a selected range
of products for varying periods. Several delegates pointed out
that “a practice very often employed by the developed coun-
tries was to calculate the price of exports to the developing
countries on a c.i.f. basis while paying for imports from those
countries f.0.b.” Such an arrangement was definitely loaded
in favour of the developed countries. The developing coun-
tries pleaded for a more equitable system.

Further the developing countries pointed out the marked
imbalance between the developing countries’ share of world
trade and their share of shipping tonnage. Professor Shanti
Kothari, the leader of the Indian team in the fourth commit-
tee, impressively put forward the case of the developing coun-
tries. He calculated that in percentage of the overall mem-
bership of UNCTAD, the proportions falling to the developing
countries were the following: population: 60 per cent; area: 50
per cent; exports consigned: 63.2 per cent; imports unloaded: 19.2
per cent; fleet tonnage: 6.7 per cent. As to India, in spite of
some expansion of tonnage during the last decade more than
85 per cent of its national maritime trade was still carried in
foreign bottoms. Actually such an imbalance which had seri-
ous repercussions on the balance of payments, on real export
earnings and on the promotion of exports, had led several
developing countries to take the necessary steps to reduce their
dependence on the shipping of the developed countries, For
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any country which has a merchant marine of its own it becomes
Tntolerable that foreigners should make the decisions regard-
ing t.he carriage of its goods. Several countries deplored dis-
crxmmatory practices in the matter of liner freight rates. The
dBrt1t1‘§h deleg_atiqn, however, warned that in the abser.lce of
iSeal 3(1) ;3;1 studies it would be dangerous to make hasty general-

. in reply .to an Indian proposal to modify the system of
c.if./f.ob. prices, the British representative pointed .out that
such a change would have an impact on trade going beyond
the field of shipping. Italy argued that recommendations of
UNCTAD cannot be imposed on private shipping companies
Italy was ‘also opposed to granting preferential freight rates.
even provisionally, as that was bound to entail disorganisin :
the_market_—since Italy did not regard shipping as intemationagl
soqal service. While supporting this logic the American dele
gatl(')n said that their country had always opposed any su :
gestion that its cargo preference legislation be extendeci fo
cover commercial cargoes. Another Indian proposal that the
msu.rance'c'ompanies of the advanced countries should direct
their .pohcxes towards the economic growth of devel i(
countries has not got much response from the rich (*ount(:';i,els]g

Bilateral Trade

The fifth committee has been dis i inly:

relations among countries having ditlerlesrsxltnzc:)rrl:::rlrlmli)c" a(:ci tra'de
Zys;cems,dmﬁ)\;ding broblems of east-west trade (Agendasci)tc;?r:
-c); and, impact of regional ec i i

develqped cguntries. During the fei(:s):mglliitege?u;l:egt?nt)t ::e
commxtteg‘dlscussed item (a) above, yet did not put tog ; g
any spgcmc proposals on this subject. However, duri rW&;
discussion, India pointed out that in the ﬁve-yea’r rling be
tween 1960 and 1965, trade among communist countril:eer}?d o
creased by 27 per cent, exports from communist couit ?d e
developed market economy countries by 60 per cent rss g
ports to developing countries by 137 per cent D ?n the
same period, the imports of communist countries t;'om l:l:m? s
market ‘economy countries increased by 63 per cent a ‘:ie ;) .
developing countries by 99 per cent. Exports to dn lrom
market economy countries were worth $4,200 milli o
ports to developing countries were worth’$3 300 K')l?' o
ports from developed countries amounted to é4 534m rlnllclm ani
from developing countries to $2,796 million’ Thos:*, lg'n .
showed that for developing countrieg the conch‘xsion of bilmtm‘es
arrangements_with communist countries had proved ben aflel:al
and an effective instrument of export promotion. In adsit'clal
19ng-term arrangements for the exchange of corr;moditie ;:n:l
given a .reasonable degree of stability to the export of ris .
commodities, and, to that extent, a fair stability in pxgce‘:ary

India recommended that UNCTAD 11 sh
o] - ould establi -
titative 'targets_on a country-by-country and co,:l::zgi? lign
commodity basis. . With regard to manufactures and ::,em“f
manufactures, India proposed that the value of exports ol;

those products should be doubled by th ¢
et procuey ¥ the end of the ‘develop-

Lately, the fifth committee has been dis
of the regional economic groupings of the
or international trade including the trad
countries’. The committee has heard wit
introductory statement by the Director o
sion, Mr Dell. He observed that trade b
countries was already accompanied by
from the most-favoured-nation clause
ed that in 1965, nearly 40 per cent‘of t
tures and semi-manufactures among t
were exempt from the most-fa -nati
cles I and XXIV of speéial w\:i):::g 2? tgg;}rausfwunder P
trade was or would soon be, tariff-wise on a;l e ol t!\at
with the domestic production of the impc;rtin d e uing
tries. On the other hand, less than B e heioped coun-

one-fif :
manufactured exports to developed mark;tthe:cfmtoh:‘ydec\éilsgag

cussing the ‘impact
developed countries
e of the Geveloped
h great interest the
f the Research Divi-
etween the developed
various derogations
Thus the figures show-
rade flows in manufac-
he developed countries
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than $1,000 million in absolute figures) enjoyed pre-
arkets under the existing special-
lly within the Commonwealth.

(i.e. less
ferential treatment in those m T
preference arrangements, especla

If the existing groupings of develope.d countries were to
expand and new ones were to proliferatfe in other parts of the
world, the geographical scope of applicatan of the most-favour-
ed-nation clause would progressively shrink.

Whatever the impact of economic grouping; on the trade gf
third countries, including developing countries, the. r.nargm
of tariff concessions for capital goqu producgd within the
BFTA and the EEC, as compared with goS)ds u'qported from
third countries, had already reached its maximum in the EFTA,
with the virtual elimination of tariffs, and would attain its

maximum in the EEC in July 1968.
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The Kennedy Round had accomplished next to nothing as
far as it concerned the impact of economic groupings on that
part of the agricultural sector enjoying support measures other
than tariff measures. Most of the products affected came from
the temperate zone; but several of them were also produced
by the developing countries. It was difficult to separate the
question of the impact of agricultural integration from the
problem of agricultural protection and access to markets in
the developed countries.

The question is what has UNCTAD-II accomplished so far?
While tension has been building up in committee rooms for
several days, the conference has reached a ‘critical stage' of
negotiations. The second committee has been in a deadlock for
several days. No worthwhile proposal put forward by the
Group of ‘“I7" has found favour with the developed nations.

An Example to Follow
| A Correspondent

WITH SOME of the advanced countries hesitating to grant
general tariff preferences to the processed foods and mar'xu-
factured or semi-manufactured products of the d.evelopmg
nations without reciprocity on the part of the latter in respect
of the products of the former, and the prospgcts of an increased
fAow of capital assistance to the developing natlon's not so
bright, the need for co-operation z_among the developing cour.x-
tries themselves in matters relating to trade and economic
growth has assumed added significance. .The agreement on
trade expansion and economic co-operation between India,
the United Arab Republic (UAR) and Yugoslavia, concluded
in December last, should set the pace in this rega.rd, for as
against the emphasis placed till now on co-operation amon.g
the developing nations belonging to a particular regipn, this
pact spans three independent countries on three continents—

Asia, Africa and Europe.

Coming into force on April 1, 1968, for a period of ﬁve
years, the agreement provides for scaling down of the effective
most-favoured-nation rates of customs duties py 40 per cent
immediately and 50 per cent after one year, i.e., with effect
from April 1, 1969, on nearly 80 per cent of the present. t.rade
in manufactures or semi-manufactures of the three participat-
ing countries. Some 500 items are listed under 77 heads. T‘hey
include processed agricultural products, preserved fruits, mme-
ral raw materials, industrial products sgch as cement, egguj.eer-
ing goods, chemicals, paints and varm'shes, steel fabncatlo.ns,
rubber goods, garments, travel goods, simpler types of machine
tools, furniture and a host of consumer products

Enlargement of the List

1t is interesting to note that in drawing up thig list an
was made to enlarge it to the extent possible and
minimum. The agreement also provides
for inclusion of new items in' future, of course, with the
consent of participating countries. The w.orku}g group on
industrial collaboration appointed by the Trlpartlte Comrx}lttee
of Economic Ministers of the three .countrles, .has a‘ch\eved
qQuite an” advance in identifying specific 'a'reas in which col-
laboration among them by way of <_iiv1S1on of ]at.aour ar}d
specialisution is feasible. The new 1tem's on 'whxch tariff
concessions may be accorded in future will obviously be the
products of these joint collaborations.

attempt
not to restrict it to the

In'the interest of fostering the economic growt_h of the
varticipating countries concretely and not superﬂc}ally. the
nd rules prepared for the grant of tariff concessions have

grov They stipulate that

been drawn up with care.

(a) in the case of such articles as natural calcium

phosphate; gypsum (raw); natural steatite, includ-
ing natural steatite not further worked than roughly
split, roughly squared or squared by sawing; talc;
bitumen and asphalt (natural); bituminous shale;
asphaltic rock and tar sands, they have been wholly
pvroduced or grown within the area of the exporting
participating country; and

(b) in the case of all other specified articles, (i) they
have been wholly manufactured within the territory
of the exporting participating nation or (ii) they
bave been partially manufactured and the final pro-
cess of manufacture has been performed within
such territory, provided that in both (i) and (ii)
above the expenditure on material produced and
l'abour performed within the territory of the export-
ing participating country in the manufacture of the
article is not less than 50 per cent of the factory or
works out of the article in its finished state.

Provision hag also been made in the agreement for con-
_sultations on remedying the situation if as a result of its
implementation imports of a particular product into the terri-
tory'o.f a participating country from the territory of another
participating nation increase unduly and threaten to cause
!naterial injury to the production of the concerned product
in the importing participating country. In the event of a more
general scheme for the expansion of multilateral trade and
economic co-operation among developing countries being
adopted at a future date, the countries participating in the
_present agreement will consider making such adaptations in
it as might be required.
) The most significant aspect of the agreement, however
is that it keeps the door open for accession by other developing,
countries belonging to the Group of 77. It is thus not dis-
criminatory against any developing country. With a view to
not hurting the interests of anv other developing country, the
agreement enjoins on the participating nations that they s};ould
accord to the other interested developing nations full and
prompt opportunity for consultations with respect to any
matter or difficulty which may arise as a result of its imple-
mentation. If the second United Nation's Conference on Trade
and Development, currently being held in New Delhi, belies
the expectations entertained of it by the developing 1,1ations
they should do well by following the example of ;he UAR’
India and Yugoslavia. Incidentally, with the signing of this’
thoughtfully drawn up agreement on trade expansion and
economic co-operation by the three non-aligneds, the developed
countries can no longer accuse the developing nations of not
trying to help themselves.
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CHAIRMAN'S STATEMENT
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THE INDUSTRIAL CREDIT AND INVESTMENT
CORPORATION OF INDIA LIMITED

Statement of the Chairman to the Shareholders

The Annual General Meeting of the Shareholders of the Corporati
Corporation, 163 Backbay Reclamation, Bomibay-1, on Wednesday, April l;‘:) leslss :t ‘3 e30 egistere ce of the
d pri y ~30 p.m. The following is

the Statement by the Chairmam, Shri G. L. Mehta,
and Accounts for the year ended December 31, 1967.

I have pleasure in placing before you for your considera-
tion the Thirteenth Annual Report of the Board of Directors
of the Corporation for the year ended December 31, 1967.

2. The year 1967 has been a year of adjustment for the
country. In the political field, after the elections, various
parties took up the reins of government in the States, and
we are seeking adaptation to these new conditions. At the
Centre, a new Government deriving its mandate from the
people was formed which is seeking to deal with various issues,
.economic, political and cultural, facing the country.

3. 1 am not certain whether we have succeeded in adapt-
ing ourselves to all the problems of political diversity in a
federally-constituted polity, which the elections, by bringing
diverse parties in power have brought into focus. I refer
particularly to one aspect of this problem, namely, the need
to maintain political stability and industrial harmony in the
States. In some of the States, after the formation of new
Ministries, there has been a deterioration in industrial relations
as well as in law and order; such conditions are not conducive
to economic development.

4. It is in the economic sphere, however, that 1967 has
seen considerable changes for the country. As the year com-
menced with the country facing a serious drought and near-
famine conditions in Bihar, the economic situation looked
pretty grim. If we were able to avoid the worst consequences
of this situation, we must attribute it to three factors : firstly,
the generous food-aid programme implemented by friendly
countries, particularly the U.S.A. which provided a substantial
part of the food grains required; secondly, a rigid control on
fiscal policy, so that a runaway inflation was avoided; and
thirdly, the hope which the progress of a good monsoon brought
to the people.

5. For industry in which this Corporation is particularly
interested, the year 1967 was a difficult year and by the year
end, little relief seemed to be in sight. Even in these strained
circumstances, it is necessary to endeavour to understand this
phenomenon which has upset the normally buoyant mood to
which industry and industrialists had become used during the
previous four years.

6. For the first time since planning began, industry was
faced with a buyers’ market, and the process of adjustment—
of having to sell instead of being pursued by a buyer—has
been painful for many industries. The causes for this reversal
in the industrial situation are many and deserve notice. It
has to be recognised, in the first place, that in the course of
the programme for rapid industrialisation some imbalances
have developed in the economy. For example, in a large
number of goods—electric meters and cables, wire ropes, figured
and wired glass, ferrous castings—there has not been so much
a fall in demand or off-take, rather, the demand assumed by
planners and accepted and acted upon by our industrialists,
did not, in fact, exist nor did it come about. It would be
wrong to term this phenomenon 2 recession; it is, more accurate-
ly, faulty planning and miscalculation of demand.

it has also to be recognised that in respect

7. Moreover, : g ;
s—cotton textiles, commercial vehi-

of a large number of good

circulated to the Shareholders with the Directors’ Report

cles, railway wagons, and
y other engineeri
0 ring products—
as gonc? down from the level existing prfvi u(its den:mnd
suggest, is the real face of recession eviously. This, 1

resuft. ofwtl:lit ti\srotgiofx}g(ﬁizn;telgncafoii tl'ﬂs e T pon? s a
. 4 ; , pita income ha
iz\rylesg;lgeg;l;het lind:{xstmal sector than in the agricilfﬁilsln'se!:&re'
gonsequent] éx le. exr;land fOF goods has generally gone dowrrx'
This would vel}:. alm the fa_ll in demand for cotton textiles d
commere} deﬁci;c ;S- Bgsxdes. owing to lower incomes as \:nll
2 e el nancing, Government revenues have be:
stagna a,ﬁ ok fas been reflected in lower Government i,
. g, lor example, the demand f i gons
o Seems, or raillway wagons
9. Further, in the classical manner
. . ’

;isr h:fa ; pcll;aut:hreag.txon apd affected other relateq industries
For exampl iow e difficulties of the cotton textile ind ,
_ er purchases of cotton textile machi oy
equipment. Lowe:r wagon purchases have at‘fectedc Nerscly &
large number of industries, including castings, f adveysely .
wagon-builders make purchases. &% from which the

10. The side-effects of these r i
notice. The recession has had noticeeacgf:lg?fzxc‘)tr J;End's deserve
Ix} some cases, the price-cutting has been reflect, I:;‘l_ce-tr'ends_
discounts to dealers; in other cases, it has led to? in higher
mer prices. Not all this price-cutting hag led to ?Wer consu-
margins; much of it has been achieved b [0 ‘ower profit
is desirable. ¥ pruning costs which

11. Moreover, with the loss of b
producers have become conscious otu:)lf: n:gv:rlxthome mark?t,g,
export outlets for their products; in many cas?se o aving
are knov\.m to export almost two-thirds of their m;t producerx:s
is a -desxrable trend not only from the producer P e
view in that it extends the market for his product: ; dpoint *
him to opt_arate in a competitive context, but a;m fenableg
broader point of view in that it has help'ed to roment
country’s exchange earnings. augment the

12. To focus attention on our cli ’ i
effort, to develop consciousness amorﬁgle:k}:mrzlfet;r; ?his export
of exports and to enable us to understand their pr Xg;portance
Corporation convened a conference on export prt?m etr'n e
whlqh we invited, besides our clients, representatj S ot s
nomlc.ministries of the Government of India thves of eco-
Commission, the Reserve Bank of India ag z{l i
export promotion councils and trade associati o
cussions at the Conference led to a bette -
export problems and to interesting sug esl';‘ appre
promotion which we have taken u B ons
authorities. P with the

13. Government at the Centre, £
, forme
has sought to tackle the issues facing r:ﬁ:
vigour. The main lines of action have
balance the bugiget. to put a freeze on pla
effect changes in the banking system g, an outlay, and to
subserve more adequately plan requirer;xe g, | Cnable It to

. nts,
14, The Finance Minister presente
1967. This imposed additional taxation

this fall in demand
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various
The dis-~
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economy with songe
been an attempt to
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in May, 1962, Hindalco started production with a smelter capacity of 20,000 tonnes

year. This was doubled to 40,000 tonnes in November, 1965, and in August, 1967 THE
CAPACITY HAS FURTHER INCREASED TO 60,000 TONNES. A primary outp{n t
60 000 tonnes at.current international prices will represent a-foreign. exchange savin of
about U.S. § 30.07 million or Rs. 25 crores. But if the.value of fabricated items g tai ¥
into_reckoning, the saving would be even larger. en

Since the commissioning of its plant in May, 1962, up to December 1967,
has praduced 162,680 tonnes of Aluminium, which has saved for the
Rs.67.19 crores in foreign exchange. As a substitute for imported copper in
industries, the above output represents a foreign exchange saving of
Rs. 250 crores.

HINDUSTAN ALUMINIUM CORPORATION LTD.

the Company
nation about
the electrical
as much asg

PPEIRAC- VO TR

WORKS : £.0. RENUKOOT. DIST. MIRZAPUR, U.P. SALES OFFICES AT CALCUT
MADRAS - & RENUKOOT UTTA, BOMBAY, DELH;,
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res. The incidence of taxation on

aluminium and synthetic fibres was heavy bgt ;,va(si 1a§:
reduced where expansion programmes were involvea.
presented, the Budget was almost balanced but latet;1 e;rellilts—‘—
Tv i i X diture on salaries and falls In
jcularly increases 1in expex.l \ '
f:\:tt;:ll;es gn import duty reahsatlon-—suggest that the finai
accounts would show a large deficit during the fiscal year.

15. Austerity in budgetary poligy has bgen achlelzed b);
placing a ceiling on the plan expenfixture which was‘ﬁiepltt‘d-
about the same level as for the previous year. .The difficu. ;elea
of many industries—railwagon, cast.u’on spun ‘pxpes—are patrh ytv
due to this freeze on plan expenqnure. It is necessary tha
as financial resources become aval.la_xble', orders are placed 0?1
these industries to enable fuller utilisation of capacity already

set up.

16. It is in the banking field that the Govern.m.ept has
introduced considerable changes. In response lo crmc.xsm of
banking practices, the Finance Minister has sought' to impose
social control on banks. This has involvgd profess3onahsat1‘on‘
of the management of banks and changgs in bank dxrectqrshxp;
to enable representation of non-industrial mteyests. 'It is also
proposed to set up a National .Credit Cogncxl pre§xdeq ove;
by the Finance Minister, to guide banks in the direction o
credit. N .

17. It would be futile to expect tha't industry—and this
Corporation which is so clos_ely 1inkfed to mdustry——coulél ll;ave;
been insulated from these diverse mﬁuences.. In tfhi ‘.et '21
existing operations, the lower rate of pper'atxgn_s of in usr ;fxi 2!
enterprises has affected adverselyh thexr' hqu.1d1.ty ;md gtura-
ability. At the same time, these dxﬁ‘xculhes——mc%xca 1r<;g :urther
tion of capacity in many lines—have tended to dissuade

investment in industry. ,
18. For the first time since planning began~rather,

am almost tempted to say, since the Second War began.—indus-

try generally has been faced with a buyers’ market; in more
than one way, it is likely to provide a salutary ex;ly(ertxexﬁ:c
’ f a buyers’ marke S
for industry. For, the emergence 0 ' |
tended to challenge several assumptlons. on which mdustz
has become accustomed to operate during the last two

three decades.
19. To begin with, it has

amounting to Rs 115.52 cro

brought about changes in buying

and inventory holding practices.. In a -selle;s' riréazs‘k:tr;dﬂ:g
tendency was to buy materials 1rr(?spect1vet o prhac;e e
hold high inventories. In a buyers marke ,hpurc e o
become more conscious of the prices they d.ave to B2
their purchases as also of the cost of hol ing 1respect Of
This is most apparent from the fact that even mf espect o
imports where there were perenmal‘ complamt:ho horte m:
just when import policy has been lxbgralxzed, L fhe mand or
import licences has gone down.' The xmpz?ct o e re e ory
has spread. through changgs in purchasx;xg ;:e o eatized
holding practices, to suppliers and thus beco

over the industrial sector. - .

20. A similar change is also to be w1tnesse;in51:i°$ix:sls
facturing techniques. There has been a keener ;terial snes:
in scrutinizing and pruning labour_and r::(wmmid]e capacity'_
and more determined efforts to seek Job-wpr ;ttempt pacity.
No item of cost is sacrosanct and there is a;? attempt to see
whether cogts cannot be reduced without affecting 3

uality and volume of autput. .
) a21y But the greatest impact of the recesm:: l::n:fe:‘i
on sell}ng practices. It was not long agc; that é?lcefs nanufac,
turers had buyers pursuing them, \.&'Rle prod I rioned
out supplies in a w{ake it or leave it attl'tu_‘ e.t he selling
function was oiten looked upon as a-pe.rquxsxle o eme ndec
out to relatives or related firms. This .xs no 'onger ase.

99, Manufacturers are becom.ing mcreasmglyhconsc;iozi

f . lity and acceptance of their products anfi the s'erv.c <
e e For. i a buyers’ market, buyers exercise their right
b of_Ter. F?ir‘t;:zrefore a recession affects manufacturers at
32:';?::'12\?;5 and directions : while some manufacturers have

SPECIAL BUDGET NUMBER 579

seen their markets evaporate, other manufacturers who even
in easy times built up consumers’ goodwill through a quality
product and reliable service have seen demand for their pro-
ducts go down more slowly. There is now also an attempt
at improving the product and diversifying activities so that
the consumer has a wider choice.

23. What is more, prices which in the past seemed to be
moving only in one direction have begun to ease. This has
taken various forms: in some ecases dealer discounts are
being increased—a form of covert price-cutting which dealers,
faced with low sales, have not hesitated (though equally
covertly) to pass on to the buyer. Then again, and more
frequently, price reductions have been offered directly 10
buyers in various forms-——direct price reductions, “bargain”
sales and gifts attached to purchases ol specific produets. it
is also significant that many manufacturers have brought out
now low-priced products to reach a larger market and, I am
sure, in pricing them, manufacturers have taken into account
the present consumer shyness or ‘“resistance.”

24. Finally, manufacturers, accustomed to selling all their
output on the domestic market at profit-yielding prices and
now seeing their markets disappear, have become conscious
of exports not merely as a means of earning import entitle-
ments but ag an outlet for their production. as a means of
enlarging the market for their products. Export is now seen
as a means of self-preservation, and in many cases, manu-
facturers now sell a larger part of their output in the foreign
markets than in the domestic market. However temporary
the factors which have induced this export consciousness, 1t
is likely to have lasting effects: it has taught our manufac-
turers how to sell and compete in international markets—an
exercise which, with rigid import control, does not take place
within the country itself; and secondly, 1t has helped to widen
the horizon of the manufacturers in that exports are now seen

Spinners of

Quality Cotton & Staple Yarns from 6s to 32s on

Cones and Hanks

PANIPAT WOOLLEN MILLS

Manufacturers of
Woollen & Worsted Yarns, Fabrics, Shawls,
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and Knitting Wool
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E (Near Chandigarh)
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és ax; extension of the market which helps to stabilize the
aggregate demand for the products.

25. It is necessary that our manufacturers seek to con-
solidate the gains made during the last two years by \fvay.of
improving efficiency and in keener awareness of and o_blxgatlon
to pconsumers. A sharp change in commercial relations and
business thinking has been in evidence. I do hope !that manu-
facturers will make this experience a part of thexr_busmess
philosophy rather than forget it in the first flush of a spurt
in domestic demand. . -

i enomenon so o

96. The recession has been a new p
our industry is concerned. It has at one stroke shown clearhz
some of the inadequacies in our development eﬁr;)g: .anét tll};iz

i not sacrosa
.manifested that planning targets are ;
ke their own assessment before
entrepreneurs have to ma ) s A
i i i j - it has made it clear that o
taking up industrial projects; 1 ) ; o
i i to restrict the market for e

costs remain high and tend : o
i hasized the need for Indian
roducts; above all, it has emp. '
:ntrepreneurs being outward-locking, rather than seek their
markets only in the domestic economy. ‘

97. It is necessary that we absorb the lessons of this
experience. It will require changes in éngng a:ceptsgrissux;f;

i industry .
tions on which our Government 'an : oK
i i i dle capacity in industry.
mary need is to make active 1” ty ‘
Ir\)’lréreo%t when investment opportumtuis are llmflte(tiérli; gwg:;l;i}
pri ticulous in fos
be appropriate not to be too me 1S 3
inveslt)rl:lent, but let investment take place in lines where known
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gaps exist. The worst of the recession, I hope, is behind
us, and as we take up the thread ot development, we should
try to see our errors of omission and commission so as to
avoid their repetition in future.

28. As 1 said earlier, this Corporation could not have
been immune from these trends in the economy. And our
operations reflect the impact of these forces. For one thing,
the reduced operations of industrial concerns have adversely
affected the flow of cash into them and consequently their
ability to meet their obligations. Where possible, we have
selectively agreed to short-period deferment of instalment pay-
ments to the Corporation. But I trust it will be recognized
that our willingness to cushion our clienis from the impact
of their reduced cash-flow has, in turn, affected adversely the
Corporation’s own cash generation; and this must necessarily
limit the extent to which we can help clients with postpone-
ments.

29. Besides, with the reduced operations of existing
industries and an apparent over-capacity in many lines, thz2
desire to undertake new projects in many industries is less
evident. The flow of new business to the Corporation as also
the sanctions of the Corporation would be affected by these
trends. In fact, our disbursements this year have been lower.
and our sanctions have increased only marginally, in relation
to the previous year.

30. It is in its composition that our sanction has under-

-
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' j nge. With the rather rapid growth of many
ig:gL?stari:;a]igr t‘;:aa pgast in which this Corporation pa'rtjcjpat‘ed
these lines have become saturated. I'n the last year mdustr.les
in which entrepreneurs sought to invest were .those which
had been neglected in the lasf ten years and v&{hlch are now
deemed to be priority industries. Th}ls, you will not_lce thgt
the main lines in which investment is concent.ra.ted is ferti-
lizers, cement and alloy steel. ¥nvestment activity has thus
becomé selective. In so far as investment has been concen-
trated in priority sectors, this is a welcome trend.

31. In view of the present recession, we have been
examining various policy issues as they aﬁ'ec't the C.orporat.lon,
While investment opportunities in some . mdt'xstnes. might
appear to be exhausted, there are many lm(_es in Whl‘ch even
within the context of the ex:s?mg mdu§tnal structure, we
need to develop further capacity: obvious e}famples are
newsprint, utilization of steel slag, alloy and stainless steels,
passenger cars. In addition, we should lf)ok a'head' and !:ry
to identify areas—electronics is a case in point—in which
future development effort can be directed. There are oply
stages to the process of developn'\ent, no end. The Plann}ng
Commission is now concerned with problems of formulating
the Fourtn Plan and will, no doubt, consider the issues from
a broad angle. We at ICICI have f'also been consxdermg'vanous
directions in which the Corporation can play an active role
in fostering industries.

32. The capital market remains in the same condition to
which it has become accusiomed in the 1ast.few yea?s.. After
a somewhat hopeful start last year, sluggish cox?dmons. set
in towards the middle of the year and have contmueq since
then. Apart from the continued inflationary trends in .the
economy, the proposed imposition of a freeze on wages, prices
and dividends (which, however, did not materialize) and of
social control on banks and general insurance have acted' as
a bearish factor on the capital market. The _(?prporatxon,
however, was able to make larger sales of secunt1e§ on the
market than in the past three years, though the capital ga.n
derived on such sales was nominal. Moreover, the Corpora-
tion was able to place for the first time its debentures on
the market for which there was a small over-subscription.

33. Total sanctions during 1967 amounted to Rs 21.56
crores. Of these, an amount of Rs 17.55 crores was in respect
oi 46 specific projects. The total cost of these projects, when
completed, is estimated at Rs 255.40 crores (including Rs
86.51 crores for working capital requirements). This cost is
proposed to be met by Rs 48.25 crores share capital (Rs 38.23
crores ordinary and Rs 10.02 crores preference), Rs 93.72 crores
long-term loans and debentures, Rs 46.02 crores deferred pay-
ments and Rs 67.41 crores bank borrowings, unsecured deposits
and cash accruals. The total turnover of these projects in
& year of normal production is estimated to amount to Rs
14346 crores. You will observe that in relation to the past
years, the amount of capital investment generated is consi-
derably higher while the amount of production in relation to
the capital cost envisaged is smaller. This is because of the
large fertilizer projects to which assistance was extended last
year. Besides, as 1 mentioned earlier, assistance last year
was selective. being extended substantizlly to priority industries
such as “fertilizers, alloy steel and cement.

34, During the year under review the Corporation aug-
mented its rupee resources by an issue of debentures for Rs
6 crores, the debenture issue was over-subscribed. This was
our first debenture issue on the capital market. Its success
was due to the helpful support extended to it by the Industrial
Development Bank of India, the Life Insurance Corporation
of India the State Bank of India, commercial banks and othev
companies. 1 would like to express my thanks to them for
this support. While it would be our effort to raise further
funds on the market, it is necessary, to enable us to do so.
that the Corporation’s securities are recognized as trustee
investments under the Indian Trusts Act, 1882. It is only by
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widening the capital mark 3
be possible.

tion obtained from the Word
seventh line of credit of $25 n.
lending of the World Bank to ICICI
1967, the Corporation was granted a )
DM 5 million from the Kreditanstalt f
seventh line of credit for DM 7.5 million is&#
These lines of credit are an expression
confidence this Corporation enjoys with the int
ing institutions. On your behalf and on behalf §
of Directors of the Corporation I should like to
gratitude to them for their continued interest in tH
tion. I would also like to thank the Governmen
for providing guarantees needed for such borrowings, %

36. Income from interest, dividends underwriting ¢
sion and other sources amounted to Rs 785.53 lacs in 3
(Rs 641.07 lacs in 1966). Interest paid on loans and o
expenses during the year amounted to Rs- 517.20 lacs (%
399.40 lacs in 1966). Profits before tax amounted to Rs 268.3,
lacs (Rs 241.67 lacs in 1966). Out of this, provision for
taxation has been made at Rs 128.64 lacs (Rs 109.19 lacs in
1966). Of the balance of Rs 139.74 lacs (Rs 13248 lacs in
1966) carried to the appropriation account, Rs 20 lacs (Rs
30 lacs in 1966) has been transfered to General Reserve, Rs
15 lacs to Reserve Against Doubtful Debts (nil in 1966), and
Rs 35 lacs (Rs 33.30 lacs in 1966) has been taken to Special
Reserve; in addition, the whole of the capital gain of Rs
5.04 lacs, after taxation, (Rs 3.47 lacs in 1966) has also been
transferred to Capital Reserve Not Available for Dividend.
The Directors are glad to recommend a dividend of 9 per
cent, subject to tax, (the same as last year).

37. In 1967, the Economic Development Institute .(an
affiliate body of the World Bank) sent us three trainees—Mr
M. Adel from Iran, Mr G. C. Akwaeze from Eastern Nigeria
and Mr J. Valdez from Bolivia—for practical training with the
Corporation. The Corporation also provided facilities to offi-
cials from different State finance corporaticns to study its
procedures and methods of work. In addition, we have invited
two officers from the Development Bank of Mauritius and the
Industrial Development Board of Singapore for training with
Jas under our training programme,

38. Our Corporation has always been conscious of the
wider factors which govern its working. In this context, we
felt that it would be desirable to look into various factors
governing our export position. With this object in view we
held in December, 1967, a conference on export promotion
to which we invited besides our clients, representatives of
Government, the Planning Commission, the Reserve Bank of
India as also of export promotion councils and trade associa-
tions. The Conference was well attended, and its deliberations
were business-like, We have taken up with Government several
points which arose in the course of the deliberations.

39. Finally, I would like to say a word about our staff.
As you are aware, this Corporation has always been managed
by professional staff. Shri H. T. Parekh has been with this
Corporation almost since its inception, first as Deputy General
Manager and then as General Manager. In recognition of his
valued services and in keeping with modern trends, the Board
decided to appoint him Deputy Chairman and Managing Direc~
tor of the Corporation, subject to the approval of the Central
Government. A resolution on this subject is before you and
I have pleasure in commending it for your acceptance.

40. This Corporation has received from its staff devoted
service. I would like to express our sincere appreciation of
their wholehearted devotion to and untiring work.

Bombay, February 8, 1986,
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Here is the Massey-Ferguson 1035 Tractor.
More farmers in India prefer

the Massey-Ferguson 1035 to any other tractor.

" Why ? Because it gives greater outpul,
greater economy and greater
versatility than any other tractor.
It is the only tractor with the world-famous
Ferguson System.

The Massey- Ferguson 1036 tractor and
implements are backed by the largest dealer
network in the country fully equipped to provide
the most comprehensive after-sales service.

TAFE

Tractors and Farm Equipment Limited
Madras

3
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