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Haves and havenots

Tue WoORLD Bank report for 1976 shows how the gap in the level of living between
the rich and the poor countries continues to widen year after year despite the fact that
the flow of financial resources from the developed to the developing countries has also
risen continuously. In 1970, the value of resources made available by the rich countries
to the developing countries and the multilateral institutions was 15.7 billion dollars
and constituted 0.78 per cent of the combined Gross National Product (GNP) of the
donor countries. Provisional estimates for 1975 indicated that the total financial
assistance had risen to 38.8 billion dollars and was 1.02 per cent of the GNP of the
assisting countries. Notwithstanding this sharp rise in assistance, the difference between
the per capita GNP of the two groups of countries had widened instead of narrowing
(see Records and Statistics, pages 709-714).

What the developing countries need is financial aid on relatively soft terms in
which the International Development Association (IDA)—an affiliate of the World
Bank—has specialised. In 1976, out of the combined lendings of the World Bank and
the IDA, the share of the latter was one-fourth. However, it was a wise decision to
make available the bulk (92 per cent) of the IDA funds to countries with annual per
capita income of less than $200. The World Bank loans on which the rate of interest
has been increased this year from 8.5 per cent to 8.85 per cent impose an unbearable
burden in servicing them. Unfortunately, the IDA funds are being replenished ata
tardy race, much to the disappointment of the poorest among the déveldping countries.
As disclosed by the World Bank report, the fourth replenishment of IDA resources
was agreed upon in September, 1973. The 24-member countries had donsented to
provide $4,501 million for the period 1975-77. Since this agreement providéd for no
value provision, the commitment had already fallen by as much as $300 million due to
the drop in the value of currencies in terms of the dollar. What was still more distur-
bing was that not all promised contributions had been confirmed till June 30, 1976.

The fate of the IDA is hanging in the balance.’ The' authority of the IDA to
commit funds would end on June 30, 1977. If a new agreement is not finalised till
that date, the IDA would have no option but to suspend its -lending operations. Our
country, it may be stated here, has been one of the major beneficiaries of the IDA
funds. Qur foreign exchange reserves have no doubt increased in recent months but
they are not large enough to fill the gap likely to be caused by the non-availability of
IDA loans.

Last year, the World Bank established an intermediate financing facility popu.
larly known as the Third Window. The terms on which development assistance was
made available were intermediate between those of the World Bank and the IDA.
Contributions to the Third Window totalled $600 million and as much as $477.8
million were lent to developing countries till the middle of the current year. Our
country received as much as $145 million for financing agricultural projects. The
funds of the Third Window were rightly reserved for countries which had in 1972 per
capita income of less than $375, and which were making reasonable development
efforts in relation to their resources with capability to repay loans in foreign exchange.
Surely, this financing facility came in handy for the poor countries in view of the
relatively empty coffers of the 1DA.

Last year, it was decided that a part of the International Monetary Fund’s gold
holdings would be sold for the benefit of the developing members of the Fund. In
fact, the official price of gold was abolished by the IMF and the member countries were
no longer required to use gold in transactions with the Fund. Our country had sup-
ported this move to dethrone gold from the high position it enjoyed in international
transactions in the hope that a part of the new fund would be made available to us
for financing our development plans. And now it is being stated that the rules stipu-
lating the use of the new fund would assist only those countries which suffered from



chronic deficits in balance of payments.
Since we had witnessed in recent months
a favourable turn both in balance of trade
and balance of payments, the chances
were that we would be debarred from the
use of these funds. This has naturally
caused some concern in New Delhi.

The World Bank has no doubt taken
note of the considerable improvement in
economic conditions not only in India
but the whole of south Asia. It has credi-
ted “good monsoon” for the cheerful
economic situation which, says the Report,
“resulted in ample harvests in most coun-
tries of the region”. With easiness in the
supply of foodgrains, the governments in
this region initiated financial stabilisation
efforts which resulted <in stopping or
slowing inflation for the first time in
severa] years”. But this short-term gain
need not blind the governments in this
region to the enormous development
problems which remain to be tackled.
Half the “absolute poverty” of the world
is concentrated in south Asia (The World
Bank has defined absolute poverty as
living on income of less than $75 a year).
Referring to our country, the World Bank
has shown enough appreciation of our
recent gains but it has rightly drawn our
attention to the long-term challenges
which we can ignore only atourown
peril. Rising population, slow improve-
ment in productivity and massive need
for funds—both domestic and foreign —
are all problems which will need to be
faced boldly to keep up the progress wit-
nessed in 1975-76.

widest amplitude

The developing non-oil-exporting coun-
tries suffered heavily in terms of trade in
1975 according to the latest IMF report.
It is the exporters of primary commodities
which had the heaviest drop in export
earnings duc to “the widest amplitude of
fluctuations in response to cyclical and
other temporary factors”’. The IMF has
estimated that in terms of US dollars,
the prices of primary commodities drop-
ped by about 18 percent, on average,
from 1974 to 1975. Surely, there was some
recovery in the first half of the current
year but it was only a fraction of the
ground lost. Woes of the developing
world are due not a little to this unequal
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tussle in world trade. That is why the
“Group of 77" fought a pitched battle in
Nairobi from May 5 to 31 this year where
the fourth session of the United Nations
Conference on Trade and Development
(UNCTAD) was held. The adoption of
the resolution on an integrated programme
for commodities at this conference was
hailed as a great achievement since it
provided for ¢the negotiation of a com-
mon fund for the financing of buffer

stock” of primary commodities. It also
stipulated the conclusion of negotiations
by the end of 1978. Much depends on the
success of these negotiations because once
the exporters of primary products are
assured remunerative prices, their econo-
mies can be saved from frequent ups and
downs and they can also look forward to
sustained growth and steady improf>
ment in the standard of living of the
people.

Procurement of kharif grains

THE DiscussioNs by the union ministry of
Agriculture and Irrigation with the consul-
tative committee of Parliament concerned
with this ministry and the representatives
of the state governments on the procure-
mwent prices to be fixed for the current
kharif crop foodgrains concluded last
week. The stage is now set for an early
announcement by the union government
of its decisions on the subject. If, how-
ever, the course of the above deliberations
is any indication, it can safely be assumed
that the recommendations of the Agricul-
tural Prices Commission (APC) at least
in regard to procurement prices would be
accepted and the prices for the purchase
of coarse paddy, maize, jowar, bajra and
ragi would be maintained at the last year’s
level of Rs 74 per quintal in each case.

Contrary to the vociferous pleas for
upward revisions in procurement prices,
which used to be the rule in the case of sur-
plus states till a couple of years ago, the
state governments this year have almost
unanimously approved the above procure-
ment rate, as suggested by the APC. This
obviously is due to unprecedented pro-
curement during the last kharif and rabi
seasons and sizeable imports effected till
early this year; consequently, the govern-
ment has today in stock nearly 17 million
tonnes of foodgrains. With the stock
position so comfortable and the outlook
for the current kharif crop quite encourag-
ing, despite delayed rains early during the
monsoon season affecting transplantation
of paddy in some parts of the country and
widespread floods recently in Punjab,
Uttar Pradesh and Bihar, it indeed,

648

would have been an irony if the state
governments had clamoured for higher
procurement prices. The maintenance of
procurement prices at the last year’s level
should go a long way in imparting stability
to the priceline which is the paramount
cencern of the government at present.

The state governments are likely to be
allowed 1o have their own schemes of
procurement. These include direct pur-
chases from the market, purchases through
rice millers and imposition of levies oft
producers. The bonus scheme for sup-
plies to the central pool too, it is in&'ﬁ’
ted, would be continued. It, howevels
remains to be seen whether the plea of
Andhra Pradesh, endorsed by Tamilpadts
for enlarging the southern rice zone woul
be acceded to immediately.

This plea has its genesis in the fact that
there is a glut of rice in Andhra Pradesh:
A freer movement of rice amongst the
southern states, it is felt, will not only helP
in dispersal of stocks but also benefit _the
consumer in general through augmentatio®
of supplies in the deficit areas.
Tamilnadu representatives, of coursé
have expressed the view that care shoul
be taken that the enlargement of the
southern rice zone would not affect th
attainment of the procurement target®
set for the southern states, This feaf
appears to be unwarranted because CV_"'“
with the enlargement of the southern z‘
zone, the state governments can be exi#¥
ted to maximise procurement to earp 8
much bonus as possible. Even if this hoP®
does not materialise, it would not matt?;
much because improved availability 0,5
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rice in the open market would bring
down the pressure on the public distribu-
tion system.

Some northern states—Punjab, Bihar
and Orissa, in particular—have expressed
fears that the rice procurement targets
proposed by the APC for them may prove
to be beyond reach. So they have called
fof. the scaling down of these targets,
particularly in the case of Biliar and
Orissa. This, however, does not imply
that the APC has over-pitched the targets
in their case. The genesis of this plea
lies in the recent widespread floods in
Punjab and Bihar and the uncertain
weather conditions in Orissa, which have
to some extent marred the prospects of
the kharif crop subsequent to the sub-
mission of the APC’s repert. Almost all
the other states have found the targets for
rice procurement suggested for them by
the APC as reasonable as they took into
consideration the last year’s procurement
experience and the prospects of the cur-
rent year’s crop. Even if the targets for
the above three states are lowered as
pleaded, this is not going to make much

-difference to the overall procurement of

rice as the addition to the last year’s tar-
gets in their case is not more than 350,000
tonnes. If, on the other hand, actual
prosturement in these states is taken into
consideration, the additional procurement
requirement suggested by the APC for
them is lower than last year. This should
be evident from the table alongside which
gives this year’s state-wise targets, as
suggested, by the APC, along with the last
year’s targets and the actual procurement
figures not only of rice but alse of coarse
grains.

procurement incentives

The powerful incentive of bonus
accrual will spur even these states to
maximise procurement. Further, procure-
ment in some other states might exceed
the targets set for them. Excepting
Gujarat, Kerala and to some extent West
Bengal, all the other major rice producing
states exceeded their procurement targets
very significantly with the result that the
oveqall procurement last year exceeded the
expectations by as much as 60 per cent,

So far as kharif grains are concerned,
the crop outlook is considered to be very
promising as the main producing areas
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have had very benign rains. 1In fact, the
representatives of Rajasthan and Haryana,
who attended last week’s deliberations,
have expressed apprehensions that the
prices of these grains in their states might
register a marked decline in the wake of
a bumper harvest. Mr Jagjivan Ram, of
course, has assured them that the central
government would not be found wanting
in undertaking price support operations
for coarse grairs in all the producing areas
so that the farmers do not suffer a loss.
The procurement of coarse grains this
year, thus, may substantially exceed the
approximately 302,000 tonnes procure-
ment out of the last year’s harvest. The
procurement of these grains is to be under-
taken as a price supnort measure. So no
targets are proposed to be fixed in this
regard.

Most of the states, however, have called

for the prices of various farm inputs to
be brought down in the interest of contai-
ning production costs. The prices of
fertilizers have already been reduced sub-
stantially since July last year. The state
governments not only want the prices of
fertilizers to be reduced still further to the
extent possible but also those of seeds,
pesticides, pumpsets and tractors. This
plea is not unjustified particularly if note
is taken of the fact that the prices of
industrial products which the farmers buy
have not gone down except in a few cases
and this has had an adverse effect on
their economy. The irrigation and power
rates too have been stepped up in the
recent past in several states. 1t is hoped
that concerted thought would be besto-
wed on this issue.

Another significant plea of the state
governments that deserves notice is that

Procurement of Kharif Grains

(000 tonnes)

Rice procurement*

State e _—
1975-76 1976-77 1975-76 1975.76 1975-76
Target Target Procure- Coarse Total
ment grains Kharif
Procurement Procurement
Andhra Pradesh 1000 1200 1342.9 2.1 1345.0
Assam 130 200 240.7 — 240.7
Bihar 25 50 60.1 — 60.1
Gujarat 50 30 26.8 — 26.8
Haryana 200 475 476.1 1.1 477.2
Jammu & Kashmir 30 40 40.9 — 40.9
Karnataka 150 150 177.1 15.3 192.4
Kerala 60 40 28.9 — 28.9
Madhya Pradesh 350 300 270.0 1.1 271.1
Mabharashtra 125 100 52.2 248.7 300.9
Orissa 175 200 221.7 — 221.7
. Punjab 900 1200 11941 19.9 1214.0
Rajasthan 1 30 26.4 1.2 27.6
Tamilnadu 500 400 887.3 - 887.3
Uttar Pradesh 500 750 761.3 1.7 763.0
West Bengal 300 300 295.9 — 295.9
Others 30 35 23.8 10.4 34.2
Total 4635 5500 6126.2 301.5 6427.7

*Rice including paddy in terms of rice.
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the incentive bonus for procurement
should not be taken into consideration
for allocation by the Planning Commis-
sion for developmental purposes. If bonus
accrual is also included in the allocations
for developmental purposes, it obviously
would work to the disadvantage of the
surplus producing states and put a pre-
mium on those whose agricultural deve-

lopmental efforts are comparatively
lagging behind. As a matter of fact, the
efforts of the surplus producing states at
raising their agricultural output in general
should be treated at par with import sub-
stitution and export promotion and all
assistance ought to be provided to them
not only to sustain their efforts but also
to intensify them to the extent possible.

The gilt-edged

market—a new turn

THe ReserRvE Bank authorities would
appear to be in two minds about how the
expanding resources of the scheduled
commercial banks should be utilised for
extending non-food credit and for lending
support to the borrowing programmes cf
the central and state governments and
public bodies. The apparent indicisive
thinking has been responsible for giving
rise to the impression that the monetary
authorities are blowing hot and cold when
formulating the credit policy for 1976-77
busy season and fixing targets for borrow-
ing by the governments and public bodies.
Only recently it was announced by the
Reserve Bank that there would be an
increase in the cash reserve ratio
applicable to the scheduled commercial
banks by one per cent and credit
expansion in 1976-77 would be broadly
limited to the level of 1975-76. It
was also decided aftera meeting of the
Reserve Bank Governor with chief execu-
tives of major banks that the refinance
facilities against usance bills and under the
bill market scheme would be on formal
lines with appropriate changes in base
periods. It was, however, stated that there
would be a further stiffening of refinance
facility against procurement credit.

Under the latest formula refinance
facility will be available only in respect of
the excess over Rs 1000 crores of procure-
ment credit, against Rs 800 crores under
the existing arrangement. Also, the pro-
portion of refinance would be reduced to
50 per cent from 66% per cent. Earlier, the
refinance was available to the extent of 50
per cent of food credit between Rs 450
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crores and Rs 600 crores. Thereafter full
refinance was available. The Reserve Bank
has thus compelled member banks to uti-
lise a larger proportion of owned funds
for procurement purposes. The latest
arrangement becomes effective from Noy-
ember 1, 1976.

The increase in the cash reserve ratio to
five per cent from four per cent has been
observed from September 4, 1976 while
banks have heen told that they should use
existing facilities sparingly and comply with
new directives effectively from November
next. The net effect of the two major
changes in the credit policy will be to
absorb nearly Rs 500 crores of the work-
ing funds of the scheduled commercial
banks, thus preventing them from extend-
ing credit for other purposes.

The higher cash reserve
already resulted in the

ratio has
immobilisa-

tion of resources for about Rs 160
crores while the revised refinance
arrangement  for food credit - will

require an increase inthe utilisation of
owned funds for food credit to the extent
of Rs326 crores on the assumption that
food credit would not be very much
changed from the level of September 10,
1976, at the end of October. The sche-
duled banks, however, have been using
refinance facilities on a smaller scale and
the adjustments to new situation will not
be painful though the cumulative impact
will be felt acutely if food credit expanded
ina big way concurrently with non-food
credit during the busy season.

It is not clear whether the monetary
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authorities have visualised fully the sitﬂ':«T :

t'ion that would arise in March next year o
if food credit happened to increase ib:
the dimensions of last year. Even granting -

that there will be no large imports of

foodgrains and the additions to buffer -

e Ls

stocks will be confined to net procurement *

purchases, the outstanding credit may still

rise by Rs 700 crores. This will reqgee .

an outlay of Rs 350 crores out of the

e

owned funds of banks in November/April

1977, while there was the advantage of
f.ull refinance inthe last season. Theore
tically, therefore, the progressive reduc

tion in refinance availability and changes

in bases will result in the use of owne
funds by as much as Rs 1,200 crores since
November 1975 roughly representing ©

third of the fesh additions to‘z
deposits.

The Reserve Bank has probabl)’_"if.,
thinking of making  available 1€
lending institutions only the volume ©
funds that it considers desirable 0
be utilised for expanding non-food credit
after meeting statutory obligations. 0
view of the fact that deposits are likely
to increase by Rs Y500 crores between
September 10, 1976, and end of March-
1977, the amount available for non-fo©
credit will be only roughly Rs 600 crofes
while the actual requirement may @17
the region of Rs 900 crores, if not Rs 1000
crores. This will mean that borrowing %
member banks from the central bankiné
institution may have to be even as high 3%
Rs 1400 crores at the peak level. The
discretionary accommodation will therefofé.

have to be liberally and flexibly ex-
tended. .

disturbing effect

While the picture ofa squeeze in the
money market emerging during the:
busiest part of the busy season may ba¥®:
adisturbing effect in money market ol
cles, there is the paradox of large invest”
ble funds seeking outlets into gilt €48
securities which are acutely in shol’t;'
supply. Here again the Reserve Bank has‘
been unable to take a decision with %
gard to a straight increase in the liquigy’
ratio as suggested in some governmed
circles. A decision in this regard i nptj
immediately necessary as banks, the XV
Insurance Corporation and Provi (
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Funds are not having adequate supplies of
" new loans and bonds and their funds had

to be invested in treasury bills. The
Reserve Bank has also been approached
for liberal disposal of securities out of its
holdings. It would have been nmormally
expected that the disposition would be
flow the state governments to - increa
%ﬂc net borrowing for 1976-77.

state loans

The two tranches of state loans, how-
ever, have not resulted inany significant
increase in net borrowing, as the total is
only Rs 17604 crores. The amount

. borrowed in 1975-76 was much higher at

Rs 273.22 crores though it might be said
that the net amount available to state
overnment was in the region of Rs 173
rores if the repayment to centre of rou-

ly Rs 100 crores against the earlier
integrated borrowing is taken into ac-
count.

There were no maturing loans last
year asthe centre had earlier borrowed
on behalf of the states. This method of
adjustment might have influenced the
monetary authorities to fix the targets for
different loans for 1976-77 though the
states were requiring larger funds. It can
alo be argued that the net effect on the
money market involved less strain as
the whole amount raised last year was
in the form of cash subscription and
there was outgo from the money market
to the full extent of subscriptions. In spite
of the fact that the Reserve Bank had
been asking the scheduled commercial
banks to reduce their applications to the
state loans in view of the larger funds at
the disposal of Life Insurance Corporation
and Provident Fund, there has been an
unprecedented response for the two tran-
ches of state loans.

In the first phase, subscriptions for 13
state loans were as much as Rs 2[4.49
crores against the notified amount of
Rs 171.50 crores. Even after accepting
subscriptions up to 10 per cent in excess
of the notified amount, there has to be
pggial allotment in respect of four loans.
In™the second phase the subscriptions
were as much as Rs 221.64 crores against
the notified amount of Rs 82.75 crores
and partial allotment has been made in
respect of all applications above Rs 10,000
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for all loans. It is significant to note that
cash subscriptions alone were received in
the second phase and there has been
heavy over-subscription even with many
banks reducing their subscriptions.

These trends clearly show that there is
an unsatisfied demand for gilt-edged

urities and the Reserve Bank will have
to chalk out its strategy which will enable
banks, financial corporations and pro-
vidgnt funds to invest the earmarked
funds in government securities and bonds.
It is not perhaps correct to form any idea
of the “surplus” funds yet to be invested
in gilt-edged securities statutorily. But
having regard to the refunds after partial
allotments of state loans, the balance of
investible funds is anythingup to Rs 175
crores.

Taking into account the need to invest
another Rs 500 crores in government and
approved securities out of fresh additions
to deposits up to March next year and the
accruals to the resources of LIC and
Provident Fund there will have to be an
increase in the supply of securities and

bonds by nearly Rs 800 crores in a little
over six months. The central government’s
second phase of borrowing may absorb
only Rs3 300 crores while the state elec-
tricity boards and other public bodies
may raise another Rs 150 crores. Does
this mean that there will have to be an
increase in the target for borrowing by
central government and even re-issues
of state loans to cover the gap? Or, will
the Reserve Bank try to carry out funding
of ad hoc securities for a partof the gap
and effect largescale open market sales?

The developments in the gilt-edged market
in the next few months are therefore
bound to be exciting and it remains to be
seen how the new opportunity to raise
additional resources through open market
loans will be utilised and the resources so
raised will be used for purely productive
purposes. This kind of situation in the
gilt-edged market has not been witnessed
since the unusual experience of World
War II, when there was a progressive in-
crease in borrowing with successsive
lowering of interest rates.
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The really governing consideration is, whether,
having regard to present and immediate home
conditions and needs any change is called for,
The answer, clearly, is in the negative. The
objective of economic policy now and in the
coming two years is to control inflation and
prices and start the production drive. Andit is
from this -point of view alone that the question
of the initial exchange rate should be looked at.
Neither increases nor reduction in the present
rate is likely to help us either in the control of
inflation of the import of the much needed capital
goods and consumer goods. It isusually stated
that devaluation discourages imports, and stimu-
lates exports and an up-valuation does the
opposite. In the current situation of global
scarcity and sellers’ markets, likely to last for
another two years or three, these consequences
habitually associated with exchange alterations
will not come about. Every country is trying its

best to conserve its supplies for urgent home
needs before it thinks of exporting and the
purpose is achieved by quantitative controls of
trade and exchange control. In our own country,
we are not at present interested in exporting
greater quantities of many commodities; on the
contrary, in respect of raw cotton, cotton manu-
factures, oilseeds, etc, decisions have been taken
to restrict export to severely limited quantities
for the sake of domestic consumption, This new
policy has been found necessary even in the case
of commodities which were our principal export
staples before the war, and the resumption of
which might reasonably have been hoped for.

Our interest inexports can now only be to the
extent of retaining essential contacts so that when
the present sellers’ market disappears and more
or less free supplies are available, our exports
might revive.
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Jute industry—implications
of modernisation

THE APPOINTMENT of a committee under
the chairmanship of Mr M. Narasimhaun,
additional secretary of the union ministry
of Finance, to assess the jute industry’s
requirements of money for modernisation
is another evidence of New Delhi’s anxiety
to improve its present condition and
future prospects. But the industry can
benefit from this move only if the govern-
ment acts with speed and seriousness in
tackling its problems. Itis particularly
important that the union ministries of
Commerce and Finance should function in
close cooperation and understanding in
this matter. The Bose-Mullick Committee
is reported to have recommended the
abolition of the excise duty on jute manu-
factures with a view to stimulating their
domestic demand. But the union Finance
ministry has clarified that there is no
proposal to remove the excise duty.

coordinated approach

It will be recalled that when some time
ago the Commerce ministry urged the aboli-
tion of the export duty on jute goods, the
Finance ministry resisted the move as long
as possible. By the time the Finance
ministry agreed to remove all export
duties, the competitiveness of the jute
industry had suffered seriously to the
advantage of synthetics and Bangladesh,
Do differences now persist between the
ministries of Commerce and Finance in
regard to the continuation of the excise
duty on jute goods? Unless the govern-
ment takes prompt action on the Nara-
simhan Committee’s recommendations and
also adopts other appropriate measures
to improve the jute industry’s viability, it
will continue to be chronically sick. The
production of jute goods declined to
86,000 tonnes in July 1976 from 114,000
tonnes in July 1975. The sales contrac-
ted by the industry in July this year were
26,000 t-nnes against 50,000 tonnes in the
same month of 1975. Prof Chatto-
padhyaya, the union Commerce minister,
told the meeting of the National Industrial
Committee on Jute at New Delhi on
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September 15, this year that the jute mill
workers were “the worst sufferers” in the
present situation. The government there-
fore cannot afford to go-slow in finding
realistic solutions to the problems of the
jute industry on an urgent basis.

industry’s plea

The jute industry has been often blamed
for neglecting modernisation. It is true
that the industry has not done as much as
it should have, for modernising its machi-
nery. Even so, it is worth noting that,
despite unprofitable working for prolonged
periods, the industry has spent about
Rs. 135 crores as capital expenditure on
modernisation and renovation since 1958,
Already, machinery has been modernised
in respect of second drawing, finisher
drawing, and spinning frames. But cer-
tain departments like carding, first drawing,
beaming and sack sewing need further
modernisation. At regards the weaving
shed, the type of machinery used there

does not appear to have changed at all

since the mills were set up. By equipping
the weaviag shed with up-to-date automa-
tic looms, it will be possible to reduce
costs and improve productivity. The
industry has suggested that the financial
institutions should provide adequate funds
for modernisation but without imposing
rigid conditions. Tt has been urged that
banks should be liberal in providing
guarantees to obtain IDBI redisounting
facilities, that the debt-equity ratio should
be applied in a flexible manner, that the
interest rate should be around 10 per cent
and that, in the case of term loans, there
should be a holiday on repayment of
principal and interest for the first five
years. The industry has also suggested
that a portion of the revenue derived from
the excise duty on jute goods may be set
apart for giving subsidy to the mills to
undertake their scheme of modernisation.
The Narasimhan Committee should
quickly and sympathetically examine these
and other suggestions and submit its
recommendations and the ministry of
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Finance should also take prompt action on
them. Much valuable time has been spent
already in conducting studies and surveys
on the problems of the jute industry and
the government should now see to it that
appropriate action is taken to enable the
mills to carry out effectively the moderni-
sation programmes.

The Narasimhan Committee is expectg%
to deal only with the problem of finance.
But what about the repercussions of
modernisation on labour? Will the indus-
try get the active cooperation of the
government and the workers in regard to
rationalisation of the labour force, which
will become necessary in the event of
modernisation? The implications of
rationalisation have to be examined care-
fully and the industry should be assured
of all support in this matter so that it will

have the incentive to go ahead with its-

modernisation programme. Prof Chatto-
padhyaya recently said that the jute
growers would not suffer much from the
present crisis because they could grow
other crops if the jute prices were not
remunerative. The owners of jute mills
would not also be affected seriously since
they could switch over to other kinds of
business. But the minister warned that
the workers had no such alternative and
that the industry should be made vi$€
in order to safeguard their interests. It iS
all the more important therefore that the
workers should be correctly informed and
educated about the implications of imple-
menting the jute industry’s modernisation
schemes and they should be persuaded to
give their wholehearted cooperation to this
move.

realistic policies

Modernisation can strengthen the
jute industry and improve its prospects
only if, at the same time, official policies
become more realistic especially in regard
to the prices paid by the DGSD for its
purchases, the subsidy offered for promo-
ting exports, the money made available
for undertaking extensive research, and
the financial assistance given for market-
ing activitics in foreign countries. The
government should adopt an imagina¥
and integrated approach to the problems
of the jute industry so that it can quickly

regain its health and play its part in the .

country’s economy and foreign trade.
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Mr Pai's European visit « Industrialising Rajasthan

THE UNION minister for Industry, Mr T.A.
Pai, who visited Czechoslovakia, Yugosla-
via, Switzerland and France recently,
revealed at a press conference here last
week that Czechoslovakia had agreed to
upgrade its technological collaboration
with our country keeping in view the
considerable manpower available here
and the rapid strides that have been taken
by us in creating potential for production
of quality goods. Czechoslovakia has
also agreed to purchase from here a
complete coke oven battery, three heavy
duty cranes—one of 400 tonnes capacity
and the other two of 250 tonnes capacity
each—and various other products, includ-
ing structurals, aggregating to a value of
about Rs 100 crores. The sale of coke
oven battery alone wculd bring in Rs 60
crages. In turn, we would try to import
from Czechoslovakia sophisticated machi-
nery and various raw materials with a
view to balancing the two-way trade. A
team from Czechoslovakia is expected
here next month to have further discus-
sions on the matter.

increased cooperation

Referring to his visit to Yugoslavia,

Mr Pai observed that in pursuance of the
decision taken at the recent Colombo
meet of the non-aligned countries, it was
envisaged that the objective of greater
cooperation among the developingcoun-
tries should be given a concrete shape.
It was felt that India and Yugoslavia
could cooperate, in association with
Egypt, for meeting the requirements of
developing countries. A pertinent case
discussed in this connection was creation
oiPwagon fabrication facilities in Egypt
utilising the spare capacities in India and
Yugoslavia to cater for the requirements
of the developing world. Yugoslavia,
Mr Pai said, had also shown interest in
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setting up a joint venture in India for the
construction of ships.

Following the supply of a coke oven
battery to Yugoslavia by Engineering
Products India, the naphtha gas organisa-
tion of Yugoslavia, Mr Pai added, was
exploring the possibilities of EPI colla-
boration with it for setting up a lube oil
project. Detailed discussions in this
regard are expected to take place shortly
when a team from the Yugoslav naphtha
gas organisation visits this country.

special committees

Another decision that had been taken for
increasing the collaboration between India
and Yugoslavia, Mr Pai said, was that
the executives of public sector enterprises
in the two countries should form com-
mittees in respect of heavy engineering,
electrical goods manufacture, production
of machine tools and electronic equipment,
etc., to study how the two countries could
collaborate with each other for setting up
projects in third countries. It was gene-
ra]ly felt that the possibilities of long-term
collaboration between India and Yugosla-
via has not been fully identified as yet.
The above meeting of the executives of
the public sector enterprises in Yugoslavia
and India was envisaged to be a concrete
step in this direction.

Talking about Swiss collaboration,
Mr Pai revealed that the project report
for raising the production of HMT
watches from the present level of one
million numbers to three million numbers
per annum had been received. Japan,
which was already collaborating with the
HMT in the manufacture of watches, had
also shown interest in this expansion
programme. The Swiss project report
as well as the Japanese offer would be
studied in depth before a final decision on
the envisaged expansion programme was
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taken., The aim was that production of
watches by the HMT should utimately
be raised to 10 million numbers by 1980.
Under this scheme, most of the compo-
nents would be made by the Bangalore
unit of the HMT and various state-wise
units would be set up for assembling
watches. It was also proposed to set up
two institutes of horology and four
regional testing centres and introduce
horology as a subject for study in some
of the institutes of technology.

The Indo-Soviet collaboration in setting
up projects in third countries, Mr Pai
said, was making steady headway. Already
equipment to the extent of 15,000 tonnes
had been ordered by the Soviet Union
from the Heavy Engineering Corporation
for meeting the requirements of a steel
mill being set up by it in a third country.
Another similar order was expected to be
finalised soon.

Talking about exports of public sector
units under the charge of ministry of
Industry, Mr Pai stated that New Zealand
had placed orders on the BHEL for
two more generators of 60 MW capacity
each. Libya, which had awarded a Rs 102
crores contract to the BHEL for setting
up a power station there, was also consi-
dering another tender from the BHEL
for a Rs 250-crores worth contract for
setting up another power station.
Kamanis, a private sector concern, also
had been able to secure from Libya a
Rs 27 crores contract for the supply of
transmission towers.

The Hindustan Photo Films Corpora-
tion, Mr Pai said, too had secured orders
for the supply of X-ray films and sodium
nitrate to Hungary and Czechoslovakia
worth about Rs 4 crores and for the sale
of photographic gelatine to East Germany
to the tune of about Rs 2 crores.

Another important development that
had taken place recently, Mr Paj said,
was the acceptance of the offer of a US
firm for the creation of facilities here for
the production of components of oil rigs
and equipment for export to West Asia.
This unit wouli be 100 per cent export
oriented.

* %

The Rajasthan government has planned
strenuous efforts to industrialise the state,
It has drawn up and is executing an
ambitious programme to encourage parti-
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cularly small and medium-scale industries.
As many as 54 growth centres are being
set up in the various parts of the state
where all infrastructure is to be provided
for putting up small-scale units. The facili-
ties to be made available to prospective
entrepreneurs include constructed sheds,
water and electricity connections, banking,
postal and telegraphic facilities, etc.

The main difficulties which have stood
in the way of the industrialisation of
Rajasthan, namely, marketing of products
and inadequate availability of skilled
labour, are being particularly attended to.
Marketing assistance is proposed to be
rendered to the new units in various
ways, Two cells have been created recent
ly in the Rajasthan State Industrial and
Mineral Development Corporation Limi-
ted (RIMDC) for collecting data of market
opportunities not only within the state
but also elsewhere in the country and
abroad. The public sector enterprises
located in the state are being prevailed
upon to assist the establishment of ancil-
lary units. Laboratories are proposed to
be set up for testing not only raw
materials but also finished products so
that quality certificates can be awarded
to facilitate marketing. No fee is to be
charged in the initial stages for the testing
facilities, but with the passage of time, as
the units availing of these facilities become
viable, some nominal fee may be levied.
Brand names are also envisaged to be
given to the tested products.

training of entrepreneurs

Young entrepreneurs are being motiva-
ted to become self-employed by starting
industries at these growth centres.
Arrangements are made not only for their
general initial training but also inplant
training at various places in the country.
Further, they are to be assisted in the
drawing up of their project reports,
arranging of finances and completion of
other formalities.

In the bigger industrial areas, apart
from the basic infrastructure facilities
mentioned above, such other facilities as a
tool room, a standardisation room, a
design and production cell, quality con-
trol and testing laboratories, nursery
sheds, etc. are provided where young
entrepreneurs can develop their products.
No fees are charged for the development
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of products. After a production line is
developed, the entrepreneur concerned is
allotted a shed for undertaking commercial
production. With a view to fostering the
development of a hosiery nucleus in
Bhilwara, a processing centre is being
established, costing Rs 20 to 25 lakhs,
which will obviate taking of products to
distant places in Punjab for processing,

financing schemes

A scheme has also been introduced with
effect from April 1 this year, to be opera-
tive till the end of March, 1981, or for
such other periods as may be decided by
the government from time to time, for the
grant of interest free loans to (a) a new
unit, (b) an existing unit which has carried
out substantial expansion during the
period April 1, 1976, and March 31,1981,
and (b) an industrial unit for which
industrial licence or no objection certifi-
cate or SSI registration has been obtained
prior to Aprill this year but which
started actual civil work for setting up
the plant after April 1. Under this
scheme, the sanctioning authority in any
assessment year may grant to an eligible
industrial unit an interest free loan not
exceeding the amount of the central sales
tax and the Rajasthan sales tax paid by
it during the previous year on the sale of
its finished products. The concession will
be available for 2 period of five years.
In the case of an existing unit undertaking
substantial expansion, the amount of
interest free loan shall be equal to the
difference between the sales tax paid by
the unit in the year preceding the year
in which the expansion takes place and
the sales tax paid in the year in respect
of which the interest free loan is claimed.
The amount of interest free loan sanc-
tioned shall not exceed 8 per cent of the
value of the fixed assets of the unit in any
particular year subject to a maximum of
Rs 50 lakhs. Actual disbursement of
loans will start from the year 1977-78.

With a view to interesting the landed
aristocracy of Rajasthan in the setting up
of industrial projects, dialogues are pro-
posed to be initiated in the near future.
Disclosing the above, the chairman of
the Rajasthan State Industrial and Mineral
Development Corporation, Mr Rama
Kant told this correspondent a few days
ago that. his organisation was engaged in
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setting up five medium-sized projects
collaboration with various parties. These
included: (i) a synthetics spinning plant
of 12,500 spindles at Banswara: (b)
a calcium carbide unit—Ilocation yet to
be decided: (c) an electric lamps making
plant at Alwar, (d) an elemental phos-
phorous unit at Udaipur, and (¢) a mini
low alloy steel plant at Jaipur. T,
synthetics spinning plant, expected to cost
Rs 3.65 crores, is likely to be commis-
sioned by December next year. A tech-
nocrat has been associated with it.

The calcium carbide unit is to be
set wp in association with Raunaq en-
terprises. Tt is expected to cost Rs 8
crores and may take about 18 months to
go into production. The electric lamps
manufacturing unit is likely to cost Rs 1.2
crores. It may go into production in the
next six months. The elemental phos-
phorous plant with which Shaw Wallace
is associated may take about 18 months
to be set up at a cost of Rs 2.5-3
crores. The low alloy steel manufac-
turing unit is expected to cost Rs 2
crores. In the case of the technocrat
associated with the synthetics spinning
plant, the requirement of his investment
has been reduced to half of the general
pattern in joint enterprises. The colla-
borators in the other units will be mal@
investments in the concerned projects 18
line with the guidelines for the establish-
ment of joint sector projects.

woollen yarn mills

A series of woollen yarn mills for carpet
munufacture and a worsted yarn mill have
also been planned. The RIMDC plans
to go in a big way in the woollen industry-

The TV model to be produced in the
state has been approved by the Electronics.
Corporation of India and it will be mar-
keted through its distribution network. It
is planned to produce 1,200 sets this year.
The state is also going ahead with a milk
canning project. A special plan for Delhi
entrepreneurs too has been drawn up.
Nearly 450 bighas of land have been
acquired for locating 100/150 industrial

units at Bhiwadi, about 75 km from Delhi
on the Delhi-Jaipur highway. More thayJ ,

100 enquiries have already been receive

from entrepreneurs for setting up indus-
tries in this industrial area. Nine parties:
have even been allotted plots. ‘
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Indian agriculture in 2001 s

The author who s economic planner in Town and Country Planning

Organisation, New Delhi, has summarised the findings of the National

Commission on Agriculture whose voluminous report was recently

released. He has brought out the salient features of the commission’s
& report, especially in relation to the policies recommended for the

attainment of targets set for 2001 A.D.

by Raj Rani Jhamb.

IT was in 1959 that the Ford Foundation
Team in its report, “India’s Food Crisis
and Steps to Meet It” indicated the possi-
bilities of ‘rapid expaasion of food out-
put’ in this country. The full food pro-
duction potential is now being gradually
realised. Undoubtedly, a breakthrough
in Indian agriculture appears to have been
achieved.

The current year's estimated foodgrains
production at 118-120 million tonnes and
the bulging buffer stocks of more than 15
million tonnes are no doubt an indication
of the strength and vitality of our agri-
culture.

Foodgrains production is, however, only
one element in the totality of agricultural
production. In this respect, the poten-
tiality of our agriculture needs to be
Mlised on all fronts—food, forestry,
fisheries, etc.

the national commission

The National Commission on Agriculture
which was appointed by the government
of India in 1970 “to examine comprehen-
sively the current progress of agriculture
in India and to make recommendations
for its improvement and modernisation
‘with a view to promoting the welfare and
prosperity of the people,” has submitted
its report. The commission’s recommenda-
tions cover many important aspects and
have been presented in the time perspec-
tive of 1985 and also in the perspective of
2001 AD. The keynote of the main
report is modernisation of agriculture
through application of science and techno-
logy keeping “Growth with Social Justice”
the guiding principle. It gives directions
to the march of our agriculture towards
2001 AD.
The commission in its report has
envisaged a dynamic role for the agricul-
tural sector in the future. In making its
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In this effort, he was assisted

recommendations, it has focussed attention
on the agricultural sector’s potential to
become the leading sector in the country’s
economic development. This means that
the agricultural sector has to grow at a
rate much faster than before.

The commission has recommended that
the main thrust of the agricultural policy
should be to ensure demand supply balance
in various agricultural commodities as well
as to achieve distributive justice over a
period of time. Resources should be so
allocated as to secure both efficiency in
production and generate maximum
employment opportunities in the country.
In the choice of technology, the labour
surplus situation prevailing in the country

POINT
OF
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should be kept in view. Industrialisation
strategies should be such as to offer
increased labour absorption capacities.

For building a forward-looking, dynamic
and diversified agricultural economy, the
commission has recommended an integrat-
ed development of crop production, live-
stock and poultry, fisheries and forestry.
It has called for a simultaneous improve-
ment in all these fields.

Dealing with inputs, the commission
has said that for realising the full potential
of modern technology, a package approach
should be adopted in providing the various
services and supplies to agriculture.
Regarding infrastructure development, an
‘area approach’ has been suggested as the
most effective and ¢conomical. Farm
power needs should be met first by the use
of manpower and draught animal power.
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Mechanisation should be on a highly
selective basis so as not to displace labour.
Land reforms and the reorientation of the
service structure are the two basic institu-
tional changes that have been recommend-
ed for enabling the weaker sections to
participate in the accelerated production
effort and in the adoption of the new
technology.

The commission has recommended the
imposition of ceilings on operational hold-
ings in addition to the existing ceilings on
ownership holdings. Data on distribution
of operational holdings are now available .
statewise in the All-India Agricultural
Census, 1970-71.

the overall strategy

The overall strategy recommended by
the commission for enhancing agricultural
production includes:

i) Land and land-use policy;

ii) Continuous improvement in yields;

iii) Increased availability and efficient
use of scientific inputs;

iv) Improving the marketing and the
pricing structure;

v) Adequate support for
education and extension; and

vi) Simultaneous attention to the needs
and potential of growth in areas with
different levels of development.

research,

Estimates of per capita demand have
been worked out on two assumptions of
income growth viz ‘“high”, assuming an
annual growth rate of five per cent and
“Jow”, assuming the continuation of the
past trends. Projections of demand have
been made for a population growing to ‘a
level of 935 million in 2000 AD which
takes into account the expected perfor-
mance of the family planning programmes.

Supply possibilities of foodgrains and
other crops have been assessed on the
assumption that it would be possible to
step up fertiliser consumption of nine
million tonnes in 1985 and 14 million
tonnes in 2000 AD. The outlook for some
principal crops is expected to be comfort-
able even by 1985. Surpluses are expected
in respect of such commodities as sugar,
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gur, jute, mesta and tobacco. The com-
mission has observed that the genetic
potential of the existing varieties of various
crops is three to four times the present
average yields. The yield levels by 2000
AD are expected to be two to three times
the existing levels,

By 2000 AD supply would more or less
match demand in the case of milk, meat
and eggs. There will be substantial export
margin in the case of fish and industrial
wood.

suggested measures

Diversification of exports both in terms
of commodities and markets, assessment
of the prospective demand in individual
foreign markets in terms of quantity and
quality specifications, improvements in
market research, financing facilities, pack-
ing and packaging and publicity are the
measures suggested by the commission to
step up exports of agricultural and agro-
based products.

The commission has discussed various
aspects of crop production and the deve-
lopment of as many as seventy individual
crops. The targeted yields and production
levels of different crops for 2000 AD are
based on the assumption that the cultiva-
tion of various crops would, by that time,
be confined to the most appropriate zones
and will have the required backing of such
inputs as irrigation, quality seeds, ferti-
lisers, plant protection chemicals etc. and
usage of appropriate implements and tools.
The area under commercial crops is likely
to increase by varying extents.

The net area sown and gross cropped
area are likely to increase from the present
level to 145 and 181 million hectares- in
1985 and further to 150 and 200 million
hectares in 2000 AD respectively. The total
area under foodgrains is projected to
increase from the present level of 127
million hectares in 1985 and then decline
to the base level of 123 million hectares in
2000 AD.

The area under commercial crops is
likely to increase by varying extents. In
2000 AD the likely area under these crops

would be 25.5 million hectares in the case
of oilseeds, 5.0 million hectares under
sugarcane and 11.5 million hectares in the
case of cotton.

The commission has laid emphasis on
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improving milk characteristics of cattle
through cross-breeding with exotic dairy
bulls and by selective breeding and grad-
ing up in case of buffaloes. The commis-
sion has brought out the potentiality of
developing the buffalo also as a meat
animal.

The commission has suggested a revision
of the National Forest Policy and the
adoption of a revised policy by the state
legislatures for ensuring the planning of
forest programmes on firm lines. To enable
its intensive management, the forest
departments should be provided with funds
not only for the extraction of forest pro-
duce but also for regenerating the felled
areas. The commission has emphasised
the strengthening of social forestry, farm
forestry and extension forestry.

It has suggested that fand formation,
construction of water courses, field chan-
nels, field drains and farm roads should ail
be taken up together by the land develop-
ment corporations. Such land development
corporations and command area authorities
are being set up in several states,

perspective assessment

Making a quantitative assessment of
water the commission has envisaged that
on full development by 2045 AD, ie. 50
years hence, about 100 million hectares
would be irrigated in an expected cropped
area of 210 million hectares. Thus nearly
half the cropped area would ultimately
remain rainfed as against about three-
fourths at present. The commission has
suggested that land formatjon, construction
of water courses, field channels, field drains
and farm roads should all be taken up
together by land development corpora-
tions and carried oyt along with consoli-
dation of land-holdings.

An irrigation project should not be
considered completed unless jts command
area is also developed. The commission
has urged that al] efforts should be made to
build up an organisation capable of deve-
loping command areas at the pace of one
million hectares per annum by 1980 and
1.4 million hectares per annum by 1985.
It has highlighted the role of electricity in
the development of rural economy, parti-
cularly in crop production. It has also
recommended that an area where power
shortage may occur, the requirements of
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the agricultural sector should be met on'a
priority basis.

The Reserve Bank and the government

of India should initiate immediately pro-

grammes relating to manpower planning -

S0 as to meet the needs of expanding com-
mercial agriculture and the various insti-
tutional agencies in agriculture. Both
marketing and processing functions ha
to be brought increasingly within the field
of cooperatives.

administrative requirements

The commission has reviewed the
administrative requirements for §upporting
a rapid development of scientific agricul-
ture and has suggested several changes in
the administrative set-up in the field of
agriculture, both at the centre and in the
states.

The commission has recommended 2
direct and single line of control from the
field to the state level, It has emphasised
that the crucial operational level in the
case of agriculture is the district.

The commission has recommended that
there should be separate secretariat
departments at least for crop husbandrys
animal husbandry, fisheries and forestry in
all the major states, At the centre, there
should be nine departments in the uniof -
ministry of Agriculture and Irrigatio
look after the various programmes.

The commission has suggested that
technical officers should be delegated full -
responsibility for the administration of the
Programme. Top management posts 30 -
the secretariat including those of secreta: -
ries and joint secretaries should be held
by technical officers.

The commission has also recommended -
the formation of an all-India agricultural .
service to provide suitable career incentives
to those engaged in the field of agricul
tural development. It has suggested that
the central technical posts should be filled
generally by deputation from the states.

The commission has suggested the sepa-
ration of the land reform administration
from the land revenue administration an
has recommended the creation of specia
land- reform agencies. Special itincray
courts have been suggested to expedite tB¢ -
implementation of the ceiling legislation.

Consolidation operation should be give?
high priority in irrigated areas and in
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command areas of irrigation projects.
They should be time-bound, not stalled
by civil litigations and made compulsory
in areas fit for consolidation. The com-
mission has recommended that Jand
reforms should precede consolidation to
protect the interests of the tenants and
*are croppers.

According to the commission’s projec-
tions, the rural labour force will increase
by about 111 millions in 30 years from 130
millions (excluding children) in 1971 to
250 millions in 2001 AD. For p-oviding
gainful employment to the rural labour

force the commission has suggested a two-
pronged strategy consisting of (a) maxi-
misation of employment potential in the
various agricultural programmes, and (b)
full exploitation of the employment poten-
tial in non-agricultural rural activities.
The entire rural development plan should
be employment-oriented and detailed
employment planning done at the micro-
level.

The commission has estimated the gene-
ration of 52 million man-years of
additional employment through agricul-
tural programmes by 2000 AD, an increase

of about 60 per cent over the level in 1970.
The commission has indicated that at
least 30 per cent of the rural labour force
should be provided employment in the
non-agricultural rural sector compared
with 15.5 per cent at present. This would
amount to creating 53.5 million man-years
of additional employment opportunities.

The commission has laid great emphasis
on the maintenance of ecological balance
and has cautioned against indiscriminate
interference with the natural eco-system in
the anxiety to accelerate production and
development.

Flood control needs a concerted drive e

The floods this year have caused extensive damage in our country
and the government has taken the right step in appointing a National
Commission to study this problem. Reviewing the work done in this
regard since Independence, the author has come to the conclusion
that the government has so far depended by and large on mechanical
measures such as embankments, reservoirs, diversion channels, etc.
which, in his view, have strictly limited utility. He has advocated the
extension of the area under forests and has asked the government

to have a second look at the current race for urbanisation and

deforestation.

IN Jury this year, the union government
castituted a National Flood Commission
with Mr Jaisukhlal Hathi as chairman.
The commission is expected to make a
comprehensive study of the problems and
programmes of flood control and evolve a
national plan for implementation during
the next two to three decades. The com-
mission is expected to submit its report
within two years. This shows the gravity
which the problem of flood control has
assumed now.

According to the official estimates, the
annual average loss on account of floods
was Rs 1,260 million during 1953-72. This
does not include government loss on
account of remission of land revenue,
water cess, etc. Loss of cattle and human
lives and that due to the breakdowns in
transport and industry is also not
included in this estimate. Annually, floods
take a toll of 730 human lives and 43,000
tle. We also lose about one million
tonnes of foodgrains. All this costs us
about Rs 4,500 million every year, accord-
ing to unofficial estimates. |

Worse still, the intensity- of floods is
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rising every year. In 1950, the official
estimate of flood loss was just Rs 210
million. In 1971, it was Rs 6,310 million.
Though this is the highest ever in any
single year, the average annual loss during
the last four years was around Rs 2
billion.

According to the Indian Irrigation
Commission, 1901-03, the total annual
surface flow of Indian rivers was 51 billion
cubic feet or 1,170 million acre-feet. An
acre-foot is equal to that quantity of water
which would cover an acre with water one
foot deep. This estimate referred to India
as it then existed, but excluded Assam,
East Bengal and Burma. The irrigation
commission 1972, placed this flow at
1,356 million acre-feet. Out of it, only 450
million acre-feet or about one third flow
can be used for irrigation. The rest must
flow to the sea in a.Systematic manner.
Then alone, the problem of floods would
be finally solved. :

In 1951, when the first five-year Plan

was launched, a separate flood control
programime was considered redundant.
Multi-purpose river,projects were deemed
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adequate to tackle this problem. Only
after the shocking floods of 1954, the
need for an independent and coordinated
programme was realised. In those floods,
900 people died and 78,000 cattle were
lost. Crops valued at Rs 780 million. were
destroyed and two million houses damaged.
The central government then appointed a
high-level committee on floods with Mr
A.C. Mitra as chairman “‘in order to have
an adequate assessment of the flood
problem in the country and also an autho-
ritative advice on the measures that should
be taken to tackleit.” At the same time,
a national flood control policy was formu-
lated in 1954. The flood control work was
divided into three phases: the immediate,
the short-term, and the long-term.

During the immediate phase, intensive
investigation was to be carried out and.
data collected. Comprehensive plans and
designs were to be drawn up and estimates
for the short-term measures of flood
control prepared. This phase was com-
pleted in 1956. Flood control work such
as embankments and improvements of
channels were to be undertaken during the
second phase. The third phase was to be
devoted to the long-term measures such as
construction of storage reservoirs on the
tributaries of certain rivers and additional

embankments wherever necessary.

A central board for flood contro}
(CFCB) was also constituted in 1954 for
preparing a -.co-ordinated flood control
programme and evaluating states’ projects.
for the purpose. Since then four river



commissions for the Ganges, the Brahma-
putra, the rivers in the north and the rivers
in central India have also been created to
assist the CFCB in technical matters such
as drawing up of integrated plans for the
river basins.

Till the end of March 1974, 7,375 km of
flood embankments and 11,134 km of
drainage channels have been constructed.
The levels of over 46,000 villages have been
raised and about 200 towns brought under
the flood protection schemes. In India,
about 20 million hectares of land is
suspectible to flood damage. However,
reasonable protection can be given to only
16 million hectares. Till the end of the
fourth five-year Plan period nearly 7.1
nillion hectares were actually protected.
Thus during the last 19 years since 1954,
less than half the work has been done. At
this rate, we would require another 25
years or so, to complete the entire work.
Obviously the progress is too slow. The
fifth Plan aims to provide reasonable pro-
tection to about additional 1.8 million
hectares.

indefensible rationale

In this context, it is difficult to appre-
ciate the rationale of inadequate financial
provisions made in the Plans (see table
below). In the first three five-year Plans
and the three annual Plans, only Rs 1,633
million were spent on flood control. Then
followed another shock of 1968 floods
which proved to be the most severe during
the last 15 years for which reliable flood
statistics are available. Hence, a more
ambitious flood control programme was
prepared. But sufficient funds were not
provided for it, in the fourth Plan too.
The original provision was only Rs 1,330

Qutlay on Flood Controls

(Rs in million)

Plan Outlay

First Plan (1951-56) 140
Second Plan (1956-61) 490
Third Plan (1961-66) 610
Three annual Plans
(1966-69) 410
Fourth Plan (1969-74) 1,750 (Estimated)
Fifth Plan (1974-79) 3,010 (Proposed)
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million, as against a minimum allocation
of Rs 3,000 million demanded by minis-
ters’ committee on flood control in
February, 1964. Though actually a sum
of about Rs 1,750 million was spent, its
real value in terms of 1964 prices was just
about half of it.

The long-term flood control programme
chalked out in 1957 by the high-level com-
mittee on floods envisaged an expenditure
of Rs 10 billion over a period of 15 years
or so. Since then some work has however
been completed according to that pro-
gramme. If the remaining programme is
taken up now, an investment of Rs 30
billion at current prices may be required
during the next decade. It would solve
the flood problem completely and increase
our foodgrains production by four million
tonnes, according to that committee.

handsome returns

Even at government controlled prices,
the value of this production would be Rs 4
billion, which gives us a good return of
13 per cent. Besides, it would save the
direct and indirect flood losses, enumerated
at the beginning of the article.

In many countries, it has been found
that saving the crop from flood damages
is cheaper than raising the same amount
of additional crop through the new schemes
because of the operation of the law of
diminishing returns. The worth of
additional four million tonnes of food-
grains to our economy at the present
juncture needs no special emphasis. The
total investment in the fifth Plan is pro-
posed to be Rs 534,11 billion. Generally,
so far, in every five-year Plan, the invest-
ment has been double the previous Plan.
Even if we assume that the investment in
the sixth five-year Plan would be about 50
per cent higher than that in the fifth Plan,
an investment of Rs 30 billion in the next
decade for flood control measures would
mean slightly more than only two per cent
of thetotal investment under the two Plans.

This is not tooheavy a demand consi-
dering the benefits, The government must,
therefore, review its reluctance to earmark
more funds for this purpose.

Similarly, a review of the flood control
work done so far also appears necessary.
For controlling the floods in India, the
government seems to be relying completely
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on the mechanical measures such as
embankments, reservoirs built under the
multi-purpose river schemes, diversion
channels, etc., while neglecting the natural
measures. It must not be forgotten that
such artificial measures have strictly
limited utility.

No doubt, the flood embankments con
tructed along the main channel of t
Kosi have converted it into a river of
prosperity. For many centuries, this river
has been known as the river of sorrow.
Such embankments prevent inundation of
river valleys. Further, surplus flood waters
can be diverted through the sluices in the
embankments and the intensity of floods
reduced. Flood water invariably carries
fertilising silt which can be used for agri-
cultural production through irrigation in
commanded areas. Such parallel cmbank-

ments have also bsen constructed along -

both the banks of the Bagamati and
Kamala rivers in Bihar. '

However, such embankments have 3
somewhat short life. Flood water carries
a lot of mud which finds no outlets owing
to these embankments. It gets deposited
in the main stream and progressively
narrows down the channel. Soon, the
level of the stream rises to the level of the
embankment, rendering the latter useliyi

storage reservoirs

Asa part of the multi-purpose river pro-
jects, storage reservoirs have been built of
a number of rivers. Tungabhadra, Rihand,
Nagarjunsagar, Bhakra-Nangal are som€
of the well known projects. The Hirakud
reservoir stores as much as five millioB
acre-feet of water. This reservoir has
helped to moderate the floods of Maha”
nadi.

Such  reservoirs also face the
problem of the accumulation of mud-
Huge volumes of stored flood water con”
tain large amounts of mud and reservoirs
get filled up rapidly. The process is, hoW
ever, not very rapid and a reservoir can
expected to be useful for about 50 years
or so. All the same, reservoirs must
cleared of the deposits of mud as ofte?
as possible. This, however, is no easy ta.
as the reservoir invariably contains larg®.
quantities of water, throughout the year.

Somewhat less traditional method is 0
divert the flood water to other channels,:
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in order to reduce the intensity of floods
in the original stream. Diversion channels
built on the Jhelum river in Kashmir have
offered protection from floods to Srinagar
which is situated, as is well known, on
both the banks of that river. Even slightly
more than normal rains threaten Srinagar.

#Hence, through the diversion channels, the
extra water of the Jhelum has been diverted
in the Wular Lake. In the same way,
Vijayawada in Andhra Pradesh has been
protected.

In many cases, natural forces admit of
only this line of action against floods. As
everybody knows, the area surrounding
the Brahmaputra is often threatened by
earthquakes. Construction of huge dams
and reservoirs is, therefore, out of the ques-
tion here. The land surrounding the Ganges
is too flat. Moreover, for constructing
dams, a river should have narrow necks at
certain places. This is what is exactly
wanting in the case of the Ganges. Heace,
the only way to divert the flood water of
these two most turbulent rivers is to cons-
truct diversion channels on them. Indeed,
there was a proposal for constructing such
diversion channels for linking the two
rivers, the Ganges and the Cauvery. After
a long discussion, the proposal was
®elved. With no other alternative for
controlling the floods of the Ganges in
sight, this was really inexplicable. Such
an inter-canal river system would have
encouraged the internal trade between the
states too.

inadequate protection

Of course, it is admitted that even the
diversion channels prove inadequate in
offering reasonable protection to the
surrounding areas, particularly when the
floods are too heavy. It then becomes
impossible to divert all the extra water
through such channels. These channels,
it is pointed out, could not halt the flood-
ing of Srinagar in 1971-72 and also this
year. But then such heavy floods are not
a usual phenomenon. Hence, when there
are normal or somewhat more than normal
ains, reasonable protection from floods is
possible through such diversion channels.

Indeed, when the rains are abnormally
heavy, no amount of human effort is
sufficient to control the floods. Then all
measures, artificial or otherwise, fail. The
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memory of the debacle of the Panshet dam
in 1961 is quite fresh in the minds of the
people of Maharashtra. In early July 1976,
the Panshet dam was again threatened in
the same way. In 1971-72, the huge dam
on the Damodar river in West Bengal also
faced the frightening prospect of being
washed out by the rain waters. Every dam,
however, strongly built it may be, is threa-
tened with this possibility.

Earthquakes have often changed the
course of many rivers in India. The
Brahmaputra in Assam is probably the
worst river in this respect. Most of the
times, earthquakes choke the streams of
the river through landslides. Improvements
in the channels is the only way in such
cases to control the floods. In the case of
the Brahmaputra, the government is
required to use even dredgers to widen and
deepen its streams. But this has not been
of much help as the annual floods in Assam
show. This year also, we are witnessing
the repetition of the same old tragic story.

master plan

The high-level committee on floods had
pointed out the need to prepare master
plans for various river basins. In western
countries such plans are prepared for each
river. The same policy was considered
desirable for our country too. However,
so far, the government has prepared and
implemented only one such co-ordinated
and balanced plan of river basin develop-
ment for the Damodar river. Recently,
the decision to prepare such a master plan
for Krishna river was announced, The
committee also declared that further dete-
rioration of the catchment areas of various
rivers should be prevented. This happens
when there is faulty use of the land or
when excessive destruction of the forest
occurs,

In the United States, riverside areas are
not allowed to be used for residential
purposes. They are not even allowed to be
used for cultivation. Such areas can be
used only as parks or playgrounds. This
reduces the losses from the floods. A
further precaution is to watch the rivers
for their tendency to change the course.
This must be done in respect of the tribu-
taries of the rivers t00. Timely steps must
be taken to discourage such tendencies
when they are noticed. Western countries
are concentrating on afforestation for con-
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trolling floods. Experiments made by
these countries have revealed the utility of
this natural measure.

soil erosion

Two neighbouring areas, one witha Iot
of trees, orchards and other vegetations
and another with practically no trees were
selected for the purpose of an experiment
in France. Incessant rains lasting for
about 24 hours producee practically no
bad effects on the forest area. Even after
these heavy rains, the water had just
reached the surface of the land. Mostof
the water was absorbed by the thick trees
and bushes. In the other area, the same
amount of rains had caused floods and
choked the entire drainage system. This
shows that a thick growth of trees can and
does prevent floods. Not only this, such
thickly grown trees prevent soil erosion
and conserve water for use in summer
when there are no rains. Itis thus clear
that along with artificial measures, this
natural remedy must be given a high
priority.

Flood control measures as adopted by
the government of India so far have creat-
ed the grave problem of water-logging. In
Punjab alone, five million acres of land
has been water-logged. Of course, the
government has taken anti-water-logging
measures. But at the same time, it must
be seen that more areas do not become
water-logged. Drainage plays an impor-
tant part in this respect. Hence, along
with the flood control measures, it is
neccssary to provide adequate drainage
facilities. An estimate made in 1965
indicated that about Rs 1,500 million
would bz required for executing an
adequate drainage programme covering
the whole country.

Practically each country faces the
problem of flood control. But in tropical
countries such as India, the problem is
much more difficult owing to the concen-
trated heavy rains in a relatively short
period of four months. That is why
special attention must be given to this
problem. Whatever has been done by the
government so far is too little and in too
haphazard a manner. Of course, complete
protection against the fury of the nature
is an impossibility. But with enough
efforts, reasonable protection from floods
can be and should be a reality.
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Interview : Dinesh Singh J
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India and the EEC

Mr Dinesh Singh, former minister for External Affairs, recently led an

Indian parliamentary delegation to the European Parliament.

As a

result of the parleys between the Indian delegation and the delegation
of the European Parliament, it was agreed to recommend to their
respective authorities to consider favourably the institutionalisation
of relations between the Indian Parliament and the European

Parliament.

Here in this exclusive interview with Dr. J.D. Sethi, of

Delhi School of Economics, Mr Dinesh Singh has elucidated the
various recent moves for the unification of the European Economic
Community into a political entity. He has also hinted at the
possibilities of India forging a unique relationship with the European
Parliament outside the restricted circle of associated countries,

the USA and Canada.

Q. What was the purpose of your
visit? Under whose auspices did you go?
And what was the result of your visit?

A. I was the leader of the Indian parlia-
mentary delegation to the European
Parliament. A delegation of the European
Parliament had visited our country twelve
years ago and it had extended an invita-
tion to an Indian parliamentary delegation
to pay them a return visit. The invitation
was again renewed by the president of
the Buropean Parliament when he visited
India last year. As it was not possible
to go abroad last year, the delegation paid
the return visit this year. We stayed for
one week in Luxembourg where the
European Parliament was meeting and
had talks with the leaders of the European
Parliament. There were simultaneous
tatks with a delegation which was appoin-
ted by the Speaker of the European
Parliament. It consisted of the represen-
tatives of all political groups and also the
concerned commissions. Then, we spent
a week in Brussels talking to the European
Commission representatives ie. the
President and the Commissioners of the
European Commission.

The Indian parliamentary delegation
and the delegation of the European
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Parliament at the end of their discussions
jointly agreed to recommend to thejr
respective authorities to consider favour-
ably institutionalising their relations. If
this recommendation is approved, India
will be the only country outside the
restricted circle of associated countries,
the USA and Canada, to have institutional
relationship with the European Parlia-
ment. The delegation of the European
Parliament made this recommendation at
a time when the member states had
virtually decided to hold direct elections
to European Parliament and a consensus
was developing in favour of the voice of
European Parliament being strengthened
in Community affairs. In this context,
the joint recommendation of the two
Parliamentary delegations acquired parti-
cular significance. With its approval
by the concerned authorities in India and
in the Community, the European Parlia-
ment would be in a better position to
use .its growing influence in support of
the initiatives and efforts of the Indian
mission to strengthen economic relations
between India and the Community. On
the joint recommendatjon being implemen-
te'd, Ix}dia will have a political stature
vis-a-vis the Community, more commen-
surate with the contemporary realities
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than the subsisting relationship based oft
the Joint Declaration of Intent and the
Commercial Cooperation Agreement both
of-which are in some way or the other
applicable to other Commonwealth coun-
tries also, -

Europe, it appears, is genuinely keen
on securing a voice independent of t!le
super powers. Even the communist
members of the European Parliame{lt
have confirmed this in their recent Berli
meeting. There is some recognition 10
Europe that a comparatively easy way fof
Europe to acquire an influential, indepen”
dent voice in world affairs would be 10
promote a meaningful relationship With

what is generally referred to as the third
world,

Q. What is your opinion about the
developments in the European Parliamen g
It is said that the European Parliame
is a very low key body. The real powe!
lies with the Commission i.e. th.'e
European bureaucracy. Of course, ulti-
mately the decisions have to be ratified
the Council of Ministers. Is it true t0
say that the new European Parliam.erlt
has two functions; First that it will br.mg
the EEC a step nearer to its final Obj.e -
tive i.e. unity and second that it is goif2
to act as a countervailing power to the
European Commission?

A. I think the European Parliament,
it is today, contributes towards a greate’
unification of the west European countriés
i.c. the members of the European CO™
munity. And that the European Parli®
ment when it is directly elected bY d}el
people will have greater influence and wil
certainly be able to bring about great";
unity and cohesion in the EEC.

The European Community has threé
organs—the European Parliament, the
Council of Ministers and the Europed®
Commission, And they could be co™
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pared to some extent the three organs of
governmental functioning in a Parlia-
mentary democracy which is the Parlia-
ment, the executive and “bureaucracy,”
except that the European Council of
Ministers is not responsible to the
European Parliament nor is it envisaged
that it would be responsible in the near
ature. At this stage it would be difficuit
to say if there could be a union of
Furopean states, not even a confederation
is being thought of, although the idea
may be at the back of the minds of the
European leaders, but in their national
context they are not in a position to say
o just now.

But the European Parliament when it
gets directly elected will certainly wield
considerable authority and influence,
though it will not have power directly to
take action on its own. Its recommenda-
tions will weigh both with the Commission
and the Council of Ministers.

Whether the strengthening of the
European Parliament will- necessarily
weaken the power of the Commission,
is hard to say. The powers of the Com-
mission are really in its technical advice
and its implementation. Each one of its
reports comes up before Parliament, it is
®ommented upon, criticised and to that
extent one can say that the Commission
has to be more careful in tendering
advice. 1 don’t know if it necessarily
weakens its power because it gives techni-
cal advice and it takes into account all
aspects, and as such it may be commented
upon but not necessarily be turned down
by Parliament.

Q. The EEC has still, among its members,
some vital differences on economic issues
as well as on foreign policy issues. It is
doubtful if any significant move has been
initiated for the attainment of the final
objective. Isit your understanding that
the European Parliament would mean
now a greater public participation on the
issues of unification, away from the secret,
hard diplomatic activity that goes on
behind closed doors?

“® Also, in your view, will the solutions of
the problems which they face now, be-
Come easier or more difficult when the
European Parliament comes into being?

A. Yes, when the directly elected Euro-
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pean Parliament comes into being, there
is bound to be greater public in-
terest in its activities. Also, members
would like to publicise what they have
been doing for the benefit of their con-
stituents. There will, therefore, be greater
curiosity and interest in the work of the
European Parliament than at present. To
this extent, it will strengthen European
unity and bring about greater cohesion
in their approach to foreign policy issues.
Of course, economic issues are already
fairly well coordinated. When issues come
out openly in a democratic set up, then
everybody gets interested and is ready
to offer advice for their solution. This
public debate strengthens the hands of
the executive in taking action. That is the
main aspect of peoples’ participation in a
democracy. Therefore, I think as there is
greater public interest and greater dis-
cussions of the problem in public, solu-
tions will be easier. At the moment,
various governments have to look at
various aspects of European cooperation
in terms of their national interests—some-
times narrow national interests. Once it
becomes a matter of public debate in the
Community as a whole, may be, the
national governments will find it easier to
sell the Community approach to solutions
to their own people.

Q. There is a feeling among some of the
smaller countries that the three big
ones—West Germany, France and the
UK—are going to monopolise seats in the
European Parliament. And some of them
do not scem to bs happy about the dis-
tribution of seats among the rest of the
members. A new problem which is likely
to come up when such countries as
Greece, Portugal and Spain and some of
the Scandinavian countries join the
Community. Do you think the whole
structure of the Community is in a forma-
tive stage till it is decided who joins it and
who does not?

A. 1 agree with you that the structure of
the Community is still evolving. This is one
of the aspects of success of the European
Association, if one could use that word, it
1s very flexible. Another favourable factor
is that the European Community members
are currently more or less at a similar
level of economic development and there-
fore do not place a heavy burden on one
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another. We know that West Germany is
economically more advanced and that the
Deutsche Mark is a very strong currency;
also, the Belgian and Dutch currencies are
strong in relation to the British Pound and
the Italian Lira, nevertheless, all these
countries are, more or less, comparable
in their economic development. And
therefore wherever there is a marginal
adjustment to be made, it would not be
very difficult for them to do so.

When a larger group comes into being—
you mentioned Greece, Portugal and
Spain, and may be Turkey —it will neces-
sarily place burden on the present mem-
bers of Community. Therefore my view is
that they will move slowly and cautiously
till they have integrated more closely the
group as it exists today. They would not
wish to take in a weaker partner —Scan-
dinavian countries would be certainly
welcome as they would not place eco-
nomic impediments in the way of the
others. But I doubt if the Community
would be willing to widen its membership
just now.

Q. It appears that Portugal and Greece
are the most likely new members of the
Community. What is your understanding
of their chances of entry into the EEC?

A. My own feeling is that it isunlikely that
they would rush their membership through.
They could have some sort of closer
association—treaty agreements with them
in regard to some special aspects is quite
possible but you never can tell, for politi-
cal reasons alone, they may allow Portu-
gal to become a member. I cannot say
with any certainty, one way or the other.
I think they have still to integrate them-
selvs and if they expand too quickly, they
may run into serious difficulties.

Q. Is the European Union (and the
structural changes associated with it)
really going to make a united Europe or
a loose federation? In terms of foreign
policy is it going to be independent of
the west or is it going to be fearful of
the west?

In so far as defence is concerned, each
country in the EEC is reluctant to spend
much on defence preparedness Will th.y
depend upon the American umbrella? W.li
the European Union be operating indepzn-
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lent of the USA or will it conduct its op-
rrations in close cooperation of the USA.?
Jow do the west European countries
ook upon their defence in view of the
nassive defence preparedness of the USSR?

A. No onein Europe is willing to utter
he word of Union or Federation or
Confederation. They considerit too early
‘0 talk of such an arrangement. Declara-
ion of such an intent might frighten away
some of the countries—especially the
sery nationalistic elements in those
sountries. No body in Europe therefore,
sven obliquely, refers to a Union or a
Federation. Nevertheless, a Commupity
aas emerged and everybody acknowledges
:hat. And the Community is beginning to
pool its resources together in some ways,
it has coordinated its policies in some
respects and in certain cases it has taken
over some of its members, national initia-
tives to convert them into Furopean
initiatives. This is particularly so in the
economic field. This I would say is the
beginning of the emergence of an entity
both in economic and in political terms,
whether one gives it a name or not.
Economic and political relations cannot
be altogether separated. They.are all inter-
woven together. And if there is close
economic integration, a political cohesion
is bound to emerge. In relation to third
countries, the European countries are
already acting together even though they
have their differences. Therefore, I would
say that a third force isemerging. This
force will be independent of the super
powers, the USA and the USSR. As you
might recall, the communist parties of
western Europe meeting in Berlin have
made it quite clear that they are Euro-
peans first and that they would work
together in a European Community inde-
pendently. Therefore, I am of the opinion
that the Community will like to havea
voice of its own; it will be a strong eco-
nomic entity and also a strong political
group; it will have considerable indepen-
dent military capability although it may
not wish to break away from its associa-
tion with the USA. The arrangement really
gives them extra nuclear cover without
having to spend their own money for it
and therefore there is no need, from their
point of view, to terminate the treaty
obligations with the USA. The western
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partnership includes Europe just as much
as the USA although the latter may be
the senior partner. Therefore, there is no
question of European foreign policy in-
dependent of the west. However, it could
acquire a slant different to that of the
USA. The Community might also be able
to influence the USA on occasions. This
already happens.

Q. Will there be an independent,

European, nuclear deterrent against the
Soviet Union?

A. Twould not rule out an independent
European nuclear deterrent—some Euro-
pean countries already have nuclear
capabilities—although much would de-
pend upon what form disarmament takes.
If there is some kind of arms control,
the Europeans would also be a party to it.

Q. What is the Soviet attitude towards
the EEC, particularly in terms of its
new economic relations ?  For a very
long time, the Soviet Union did not reco-
gnise the EEC. Now they have said that
theyare willing to have economic rela-
tions with the EEC as such. They have
developed these relations. In fact; the EEC
and the USA have given to the USSR
and the east European countries credits
upto $30 billion. But the Soviet Union is
still not willing to allow the east Euro-
pean countries to have individual repre-
sentatives in Brussels, Do you think that
new emerging EEC and the Soviet Union
could have a working relation 9 Or ijs
the Soviet Union asking for economic

advantages while keeping out everything
else?

A. TIthink that the realities of the situa-
tion would dictate greater acceptance of
the EEC and that the Soviet Union and
the Warsaw Pact countries would deal
with the EEC both jointly and severally.
As you have just now said, the Soviet
Upion has already recognised dealings
‘wnh the EEC. It will not be far when
individual east European countries will
begin to have direct relations with the
EEC. There would, thus, be on the
one hand, bilateral contacts between the
east European countries and the member
coun.tries of the EEC and on the other,
relations between egst European countries
and the EEC. Even the bilateral relation-
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ship would be within the context of the
EEC. You might have also heard that
some of the east European countries such
as Romania are already opening their
doors to investments from the EEC
countries. Also the Helsinki Conference
estabilshed that the Soviet Union wanted
to have closer contacts with western

Europe. %

Q. In view of the recent, interesting
developments in Europe, may I bring you
back to your recent visit and the relation-
ship between the Indian Parliament and
the European Parliament? I would like to
ask you, what kind of relation the Euro-

pean Parliament has with other parlia-
ments ?

A. So farasIam aware, they have no
rclation with other parliaments outside
the restricted circle of associated states and
the USA and Canada. Relationship with
the Indian Parliament, if approved by both
sides, would be the first of its kind.

Q. Does it mean that relationship with
other parliaments is confined to individual
visits of delegations?

A. Yes; that is true. 1 am not aware of
any institutionalised arrangement.

Q. What was the substance of your
discussions with the European Parliamen];%

A. The basis of our discussions was tHe
desire to strengthen the economic rela-
tions between the EEC and India.

As you are aware, the EEC has defined
its policy towards its associated states
which are developing countries, as also the
Lome’ Convention countries but it has not
sofar defined its policy towards the
developing countries of Asia including
developing countries of the Common-
wealth. We were therefore keen to seek
the assistance of the members of the
European Parliament in accelerating the
pace of the evolution of a policy towards
all the non associated developing coun:
tries of which India would be one, a0
also in view of our special position in the
developing group—both as one of the
poorest among the developing countries

if you go by per capita income, as W€

asone of the most industrialised amon
the dCVClOping countries if you look 'at
the industrial base—we are in a SPect®
position vis-a-vis the EEC. So we were t)"
ing to seek their assistance in the speedy

octoBR 1, 1976

evolution of a policy and also of finding
a suitable place for India in that policy.

Q. In the final analysis, it turns out
that India’s relations with the EECare
broadly, and fundamentally, economic.
All the rest of the activities are merely to
strengthen those relations. It follows
,that there is no possibility of developing

ﬁlny political or extra-economic relations
with the EEC. Is this, in your view, an
appropriate assessment of the relationship?

A. As I said earlier, economic relations
cannot be totally separated from political
relations. Good economic relations
would also lead to good political relations
although one may not thereby necessarily
subscribe to a common ideology or form
a bloc or bea partof a system as such.
If one is working together in the economic
field, certain amount of mutual under-
standing develops and it could lead to
consultation on matters of mutual interest.

Q. For the future, what kind of political
relationship do you visualise between
India and the EEC if the economic
relations get sufficiently strengthened ?

A. 1 would say that if Europe emerges

as an independent voice, it could come
closer to the thinking of the non-aligned,
especially in relation to the super power
rivalry and become a moderating influ-
ence. In any case, it could contribute to
widening polarity in the power structure,
thereby leading to greater possibility of
dialogue and understanding free from the
pressures of the division of the world into
two power blocs.

Q. Is there anything else which you
found i.e. was there any enquiry by the
members of the European Parliament
about the working of our Parliament,
particularly with reference to the consti-
tutional changes which have taken place
since the emergency.

A. They are fully aware of the working
of our Parliament, and the members knew
about what was happening here in the
context of the emergency. Some of them
asked questions about some aspects of
the emergency and we explained to them
the correct position. They were happy
to find that Parliament was fully func-
tioning in India. We said that we adopted
a democratic constitution incorporating

the Parliamentary type of government
based considerably on the western value
system and that ‘emergency’ was also a
part of that value system. Most of the
European countries—if not all of them—
have gone through periods of pressures
on their democracy and had to resort to
emergency provisions. If they had retained
the democratic structures, despite these
pressures there was no reason why we
should not be able to preserve our demo-
cratic structure, and bring an end to the
emergency within a reasonable time, We
emphasised that despite what appeared in
the western Press, India was being
governed by the Constitutional provisions;
there was a legally elected Parliament
and a government responsible to it. Of
course, recourse had to be taken to the
emergency which, in some ways, restricted
normal functioning but the emergency
provisions were also derived from the
Constitution. Our people, who had gone
through a struggle for independence, were
fully capable of preserving their freedom
and their chosen way of life; there-
fore, normalcy would return in due
course.
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Gold, fish and all that

Alter the third gold auction by the International Monetary Fund (IMF), it is
known that the IMF has made a total profit of about $184 million. Mr
Brook is of the view that the profit could have been much higher but for
the machinations of the speculators. It follows that the funds which the
IMF will make available to the economically weak countries of the world
will be much lower than what was expected earlier. Reviewing the “fishing
war” between different countries in recent years, he states that after 1982
it is likely to hot up when the Common Market countries will extend

the limit of national waters up ta 50 miles as against 12 miles at present.

THE THIRD gold auction has ended with-
out the catastrophic results for the metal’s
price that had been forecast in the flurry
of anxious advice to the International
Monetary Fund from Paris and Rome
becoming justified. As usual in west
Europe, anxiety for one’s own interests
obscured the reality that gold will always
find a market and usually at a relatively
acceptable price. Paris and Rome, who
base their economies on gold but do not
have sufficient stocks of the metal to make
that policy realistic are still anxious—
particularly Rome which has been obliged
to make new and less advantageous
arrangements for repaying in instalments

all successful bidders were awarded the
gold at the same price, the lowest the
Fund found acceptable to dispose of the
whole of the 780,000 troy ounces it offered
for sale. At the third sale all successful —
bidders—mainly from New York, London
and Zurich—obtained the gold at the price
they bid. The IMF is scheduled to hold
its gold auctions about every six weeks
until 12.5 million troy ounces have been
sold, At the last sale the IMF made a
profit of about $54 million, making a total
profit from three gold auctions of about
$184 million.

For the first time, the price accepted
was about two dollars below the London

_ WINDOW
ON

THE WORLD

the two billion dollar loan it took from
the German Federal Bank to prevent
national bankruptcy less than two years
ago.
The IMF is sufficiently satisfied with
the sales’ results and with prospects for
the price of gold to decide, in the face of
protests, to go ahead with its programme
of selling gold stocks which it regards as
being in excess of requirements. The
next sale will take place on October 27
and the prospect is that the sale technique
will be the same as was used, for the first
time, last week; at the first two auctions
the “Dutch Auction” technique was used—-
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closing gold price on that day—previously
the accepted price was almost exactly the
same as the London closing price on the
day of the sale. Immediately after this
third sale the price of gold rose in world
markets. This fact suggests that the gold
sales are beginning to fall victim to specu-
lator interest—that speculators, anticipat-
ing the auctions will drive down the
m?.l‘ket price of gold, will drive the market
price c?own further, sell gold they do not
own in the expectation that they can
replace it more cheaply later. There is
undoubtec.ily danger that such regular
sales of sizeable amoynts of gold lay ;hcm
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open to all the many tricks of speculative
buying and selling that practiced dealers
have up their sleeves, to the loss of the

IMF and, even more, to the countries who l

are supposed to be the recipients
benefits from these sales, the world’s
industrially and commercially developing
countries. Since there are some 60 of
these countries, the loss will be widely
spread in expectation of benefits in
addition to the world-wide uncertainties,
especially in commerce, which arise from
uncertainties over the price of currencies’
basic valuable metal.

fragile value

The value of gold as a monetary
coverage is seen clearly enough in the
present-day strength of currencies that are
fully or almost fully covered by gold—the
Swiss and the Austrian—while those Wwho
have insufficient gold, such as Britain,
weaken in currency value almost from
week to week. How wise the IMF is, evell
with the most laudable aims, at further
disturbing the fragile value of gold and
upsetting its dealing value in national a%,_
world markets must remain questionabl®*
The producers, particularly the Soviet
Union and South Africa, risk loss and;
uncertainty—which they try to meet bY:
holding back supplies to drive the price UP:
—are sufferers equally with the ultimat®
beneficiaries, the developing countri€S:
who are helpless in being obliged to accept
far less assistance from the sales’ outcome
than they had reasonably expected.

Another, very different, cause for WOr]djv
concern, is international decisions OVer:
fishery limits. The fish trade was dramé”
tised for some two years by the «“cod war -
between Britain and Iceland, with t.he
latter emerging temporarily victorious with
the help of the very fishing-minded Norwe™:
gians.  Fishing, also, is part of the
extremely complex world talks over the
law of the sea. It ties in, as well, With
world anxiety over the steadily develope‘a
naval and commercial sea power of t i
Soviet Union, not least in the Ind‘anii
ocean. ;

For the Common Market area, almost alﬁ%
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the west European waters, the Market’s
Foreign ministers are expected to arrive at
some decision in the middle of October.
It is widely hoped they will decide on a
concerted 200-mile fishing zone for each
member country as its limit. A decision
is urgently necessary at an early date since,

mong other factors, the armistice between
éritain and Iceland expires on December 1.
There will be complications even with
the most satisfactory solution, since almost
no west European state has 200 miles of
water around its coasts that do not run
into other peoples’ waters long before 200
miles are reached; there will be complex in
interlocking fishing rights and ample
opportunities for disputes in an industry
not remarkable for its fionesse in inter-
national relations.

Of the west European states who fish
almost exclusively in the Atlantic and the
North Sea the biggest operator is Norway
with nearly three million tonnes of fish a
year, followed by Denmark with nearly
two million tonnes. Britain comes fourth
with about 1.3 million tonnes, being pre-

ceded by Spain which hauls over 13 million
tonnes of fish out of the sea every year.
Iceland, which depends on its fishing
industry very heavily, is only sixth in the
west- European fishing league with less than
one million tonnes annually.

But the biggest fishers of all are the
Japanese with an annual haul of nearly 11
million tonnes, with the Soviet Union
close behind with about 94 million tonnes.
China is not a bad third with nearly seven
million tonnes and Peru not an inconsi-
derable fourth with well over four million
tonnes. The USA is slightly ahead of
Norway, west Europe’s leader, with about
2.8 millio1 tonnes. India takes less than
Norway, with about 2.3 million tonnes of
fish.

The figures are impressive, not least
from the tremendous and steadily growing
drain on fish life. Some species —like some
animal s»ecies—are extinct already, but
the hope of persuading the massive fishers,
who use factory methods in fishing and
fish-handling and simply empty for the
time being the waters in which they

operate of fish life, to reduce their hauls
is almost non-existent. For both Japan
and the USSR fishing is part of their
empire building and possibly not uncon-
nected with other fishy but not fishery
operations.

For west Europe, the general aim is to
keep boats from other countries out of
key fishing grounds within 50 miles of
their shores. The aim is chiefly a British
idea which means automatically it will
attract opposition at least from the French
and probably the G:rmans also. At
present every market country has an
exclusive coastal zone of up to 12 miles
until 1982 but after that there would free
access for all Common Market boats. Qut-
side the 12-mile zone anybody’s boats can
fish. The UN is preparing a treaty which
will permit all coastal states to extend
their “exclusive economic zone” up to 200
miles. Until at least the end of 1977 there
will be much activity by fishery interests, by
governments and by the UN over the very
vital subject of the world’s fish sunplies
and the sanctity of “national” waters,
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-~ WINDOW ON THE ‘WORLD"

World economy: production up,
intlation down

From the perspective of mid-1976, the Annual Report, 1976 of the Inter-
national Monetary Fund (IMF) observes that the world economy has completed
its first year of recovery from the most severe recession in four decades.
Production in the industrial countries is again expanding at a satisfactory
pace, and rates of inflation are considerably below those experienced in 1974

and in the first half of 1975.

In the first half of 1976, annual rates of

expansion in real Gross National Product (GNP) averaged about 6% per

cent for the whole group of industrial countries, in 9ontrast with the decline
of 1% per cent from 1974 to 1975, following a cessation of growth from

1973 to 1974. The depressed conditions of 1974 and 1975 resulted, though
only with a considerablelag, in an easing of inflation from a peak annual
rate of 13 1/2 per cent in the second half of 1974 to 8% per cent in the
second half of 1975 and to seven per cent in the first half of 1976.

By pasT standards, both unemployment
and inflation remain exceptionally high
for the early phaseof a cyclical upswing:
in most of the industrial countries, un-
employment is at record levels for the
present phase of the cycle, and available
measures of plant capacity utilization also
point (despite their many uncertainties
and limitations) to an extraordinary deg-
ree of economic slack. Nevertheless, the
overall rate of inflation in the industrial
countries in the first half of 1976 was still
very high, being twice the average rate
prevailing in the 1960s. Although demand
and output are not rising not fast enough
to reduce unemployment and excess in-
dustrial capacity over the short term to
levels considered acceptable by the autho-
rities of most countries, the expansion is
sufficiently brisk to arouse widespread
concern about the risk of renewed accele-
ration of price increases.

The Report asserts that cautious
management of aggregate demand is essen-
tial for the purpose of bringing down
inflation and eliminating infiationary ex-
pectations. In this connection, it notes
that a number of the major industrial
countries are in the process of withdrawing
some part of the fiscal stimulus that was
applied during 1975 to combat the reces-
sion, and that the monetary authorities in
those countries have been shifting toward
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somewhat more restrained provision of
liquidity to their respective banking sys-
tems. The Report finds it reassuring that
rates of monetary expansion in the in-
dustrial countries at mid-1976 were djs-
tinctly lower than those during the com-
parable phase of the 1971-73 cycle in real
terms—that is, after allowance for the
prevailing higher level of price increases.

However, the Report also points out
that rates of monetary expansion, despite
the shift toward restraint, are still in
double digits in most of the industrial
countries, and will need to be reduced
considerably if a return to reasonably
price stability is to be achieved in the next
few years. Attention is also drawn to the
fact that the amounts of fiscal stimulys —
as distinct from the change in such stimu-
lus—being planned for 1976 are generally
still sizable, and that budget deficits

remain very large in a number of
countries.

In the difficult and uncertain situation
thus confronting the authorities of the
industrial countries, the Annual Report
states, attention obviously must be given
to both inflation and unemployment.
Nevertheless, recent experience indicates
?hat, pnless the currently high rate of price
mﬂatlon. is brought down and inflationary
expectations are greatly reduced, the effects
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of policies aimed at stimulating grOW&
and employment are likely to be short-
lived; restoration of a reasonable degree
of price stability is necessary to establish
a durable basis for better economic per-
formance. Policies in the industrial coun-
tries should have the definite objective of
reducing price inflation over some period
of time. This would require, of course,
effective restraint over aggregate demand.

adverse effects

Because of all the uncertainties involved,
glong with the particular risk of generat-
ing adverse employment effects, the
Report says that the approach is very

likely to be—and should be—a gradual -

one. It stresses the importance of firm
adherence to such an approach, entailing
a substantively different evaluation of the
risks from the one typically made in the
later 1960s or early 1970s, when the in-
d}lstrial countries tended to shade poig
risks on  the side of growth and empl!O®
ment. In today’s very different environ
ment, - the Report suggests, demand
management policies over the medium
term ought to be based on an expansioB
In nominal GNP encompassing, along with
the assumption of a declining rate of i
flation, a rate of economic growth only
marginally above the assumed rate Of
growth in economic capacity; otherwise,
tbc desired reduction in the rate of infla-
tion probably will not materialise.

_In view of the great difficulty that the
industrial countries may encounter in €
conciling the claims of competing group$
upon the national product with progress
towards lower rates of inflation, the Report
Suggests increased attention to the use of
Incomes policy — as a supplement to sount
fiscal and monetary policies, but not as &
substitute for them. Recognising that
cautious approach to demand manageme
policies could leave the overall unemploy”
ment rate higher than past norms for 0
period of time, the Report also suggest$
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that “fabour market and other specific
measures may be needed to cushion the
hardships of unemployment and to help
reduce its level. Likewise noted, various
measures supplementary to demand
management policy could be very helpful
in some industrial countries in improving
upply conditions, alleviating cost pres-
nres, and achieving higher levels of saving
and investment; in this last regard, res-
training the growth of the public sector
over the medium term may have to bea
major policy requirement.

special efforts

The Report states that, if the alterna-
tives are pondered, the proposition that
the industrial countries should give a high
priority to the inflation problem will per-
haps find a broad measure of agreement.
Nevertheless, the medium-term outlook
for world growth and trade is undoubtelly
less buoyant than would have been visu-
alised a few years ago, and this change
may have particular impact on the pros-
pects for many of the non-oil developing
countries. Given the constraints under
which demand management policies of the
industrial countries must operate, it is
suggested that special efforts by these

tries to improve access to their
markets would clearly be helpful in this
situation,

The Report points out that both the
inflation and the recession generated by
cyclical developments in the industrial
countries have had sharp repercussions on
world trade. Primarily through the medium
of changes in trade and in associated
financial flows, the impact of the reces-
sion, like that of the preceding boom and
inflation, has radiated outward to non-
industrial countries throughout the world.
The adjustments of the primary producing
countries to these developments have been
difficult and, in many.cases, less than
fully successful.

The total volume of world trade declined
by some 4-5 per cent from 1974 to 1975,
%hieﬁy in reaction to the deepening and
‘breading of the international recession
during the latter part of 1974 and the first
half of 1975. Since about the middle of
1975, the direction of movement has been
reversed by the cyclical recovery of import
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demand in the industrial countries. World
trade volume rose at an annual rate of
about 10 per cent in the first half of 1976,
and the prices of many internationally
traded commodities firmed noticeably
during this period.

The Report finds that the recent re-
storation of buoyancy to both the volume
and the prices of primary commodities is
bringing a renewal of growth in export
earnings of primary producing countries—
shared by the oil exporters, the non-oil
developing countries and the more deve-
loped countries of the primary producing
group. Except for imports of the oil ex-
porting countries, which were relatively
unaffected by the substantial decline in oil
export earnings from 1974 to 1975, im-
ports of the primary producing countries
are lagging behind their exports in the
current upturn, as is usually the case at
this stage of a cyclical recovery. But the
non-oil developing countries and the more
developed primary producing countries
borrowed heavily abroad during 1974 and
1975, and reduced their reserves in 1975,
in efforts to sustain import volume during
a period of rising costs of manufactured
goods, sharply increased oil and food
prices, and weakness in export markets.

shrinking volume

By 1975, the volume of imports into both
the less developed and the more developed
countries of the non-0il primary produc-
ing group was shrinking under the pressure
of external financial strains and of res-
traints on domestic demand for the
purpose of curbing price increases and
protecting balance of payments positions.
Through at least the first half of 1976,
these pressures and restraints prevented
imports from turning upward in full
parallel with the recovery of export earn-
ings. Moderate reductions of the huge
current account deficits of the past two
years —which in 1975 had reached $37
billion for the non-oil developing countries
and $14 billion for the more developed
primary producing countries—thus appear
to be in process, serving to ease some-
what the problems of external financing.

The Report gives particular attention
to external financing problems of the non-
oil developing countries, whose foreign
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borrowing escalated sharply after 1973,
following a long period of moderate and
progressive growth of net borrowing by
those countries as a group. A particularly
notable feature of their recent financing
pattern was the degree to which the large
increase in capital inflows during 1974 and
1975 came through relatively novel chan-
nels—i.e., from sources on which the non-
oil developing countries had previously
relied only to a limited extent. The pre-
dominance of market borrowing, parti-
cularly from commercial banks, is an
especially noteworthy aspect of this deve-
lopment. Because of the relatively high
cost and shorter average maturity of much
of the credit thus obtained (by comparison
with the terms of traditional development
loans), increases in debt service charges
and in the amounts of gross borrowing
required to finance a given current account
deficit are thus clearly implied.

To date, according to the Annual Re-
port, few countries have found the pro-
blems of servicing their external debts
unmanageable. Many borrowing countries,
however, have become potentially vulner-
able to any significant change in their
access to external credit, or to any
seriously adverse shift in their export
earnings. The Report notes that a
moderate current account improvement
is now in progress for 1976, but concludes
that the prospective improvement does
not alter the difficult and vulnerable ex-
ternal financial position in which many
non-oil developing countries have been
placed by the events of the past few years.
The degree to which potential difficulties
can be avoided will depend, in a good
many individual cases, on the adoption of
stabilisation programmes to adjust the
balance of payments position.

a unique position

The Report observes that the major oil
exporters occupied a unique position
among the primary producing countries
with respect to external balances in 1975,
Although their export earnings were con-
siderably reduced by the recession (as well
as by oil conservation measures in the
importing countries and consumer re-
actions to the oil price increase of 1974),
most of the oil exporting countries were
under little or no external pressure to

OCTOBER 1, 1976



restrain imports, which continued to rise
atan extraordinary pace during much of
the year. The result was a sharp reduction
in the current account surplus of the oil
exporting countries, from $67 bilion in
1974 to an estimated $35 billion in 1975.
However, some rise in this surplus ap-
peared to be taking place in the first half
of 1976 under the impetus of the cyclical
recovery in world demand for oil.

impact of recession

The Report also notes that the impact
of the international recession on the
non-industrial world extended beyond ex-
ternal trade and financial flows to domes-
tic economic activity. Expansion of pro-
duction and incomes was markedly re-
tarded both by primary effects on export-
ing industries and by secondary effects
on domestic demand. In many cases, the
impact of foreign exchange constraints
upon the capacity to import was also a
significant dampening factor. On the
whole, however, the slowdown of growth
in real output during 1975 was consider-
ably more moderate in the primary pro-
ducing countries than in the industrial
world. Whereas the aggregate real GNP
of the industrial countries declined by
about 13 per cent in 1975, after ceasing
to expand in 1974, the primary producing
countries maintained a rate of increase in
real output estimated at 5% per cent for
1974 and 3% per cent for 1975. Before the
downturn, the respective rates of growth
in 1973 had averaged about six per cent
for the industrial countries and seven per
cent for the primary producing countries—
in each case, about one percentage point
above the corresponding average for the
dozen preceding years.

Describing changes in the global pattern
of external current account balances, the
Report observes that the principal counter-
part of the large downward shift in the
surplus of the oil exporting countries
from 1974 to 1975 was to be found in the
accounts of the industrial countries. The
combined current account balance of those
countries showed a positive swing of $29
billion, from a sizable deficit in 1974 to
a surplus of about $19 billion in 1975.
This unusually large swing reflected
cyclical shifts (owing mainly to reduced
imports) in balances with every major
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group of non-industrial countries, plus the
ability of the industrial countries to supply
most of the goods and services involved
in the extraordinary expansion of imports
by the oil exporting countries.

The 1975 current account surplus of
the industrial countries was quite unevenly
distributed among individual countries
in the group, with two of the largest
countries—the United States and the
Federal Republic of Germany—more than
accounting for the total, while several
others, including Canada and the United
Kingdom, had sizable deficits. For the
most part, however, current account im-
balances were roughly matched by com-
pensating net flows of capital (including
official transfers), so that pressures on
exchange rates or exchange reserves that
might otherwise have resulted were
largely absent.

some exceptions

Exceptions included France (where
capital inflows combined with a mode-
rate current account surplus in 1975
to produce sizable reserve gains and a sub-
stantial appreciation of the effective ex-
change rate) and Italy (where official
transfers and sizable net outflows of
capital, including repayments of compen-
satory foreign borrowing and an improve-
ment in the net foreign position of Italian
commercial banks, exceeded the current
account surplus by a wide margin and
brought a substantial impairment of the
net reserve position), as well as the United
Kingdom (where capital irflows in 1975,
although virtually sufficient to finance the
current account deficit, included substan-
tial amounts of official or officially induced
external borrowing, and where the effec
tive exchange rate depreciated).

Commenting on balance of payments
developments beyond the end of 1975, the
Report notes that the weakness of the
Italian and the UK balance of payments
positions, associated with high rates of
domestic inflation, became more directly
visible early in 1976. Sharp downward
movements of both the lira and the pound
under intensified market pressure domina-
ted exchange rate developments during the
first half of the year, and the French franc
also weakened somewhat in that period.
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The counterpart of these developments
Was a substantial appreciation of other
major currencies, combined with reserve
increases in some cases.

In its assessment of the nature and
effects of exchange rate developments and
of changes in liquidity during the period
under review, the Report notes that, b
mid-1976, the major industrial countrig
had been operating under a more flexible
exchange rate regime for a period of over
three years. Faced with substantial un-
certainty concerning future balance of
payment developments and exchange rate
patterns and aware of the persistence of
marked differences among national eco-
nomies—particularly with respect to rates
ofinterest and of inflation, and to levels
of economic activity—as well as of struc-
turalchanges, the major industrial countries
have continued to permit their currencies
to float. Indeed, as underlying conditions
have continued to differ among countries
whose currencies are floating, frequent
exchange rate variations have been a

major form of balance of payments ad-
Justment.

This three-year experience, the Report
says, begins to offer a better perspective
of the characteristics of the present ex-
change rate regime and how it h
developed over time, noting that '
countries allowing their currencies to float
dominate world trade and financial
transactions.

towards diversity

One of the first observations drawn by
the Report from this analysis of the
observed tendency toward greater diversity
In exchange rate practices is that the
Fund’s classification of members’ €%
change rate regimes (in last year’s Annnal
Report) into five major categories, accord-
ing to the particular variant of pegging 0f
floating being used, cannot adequately
reflect the wide variety of specific exchange
practices now employed. Furthermore,
the label applied to a country’s exchange
arrangement can be a misleading guide to
the actual policy being followed. Curren-
cies that are officially floating are Oflzy
managed (sometimes at the cost of lar
changes in reserves) to achieve a result
that may be little different from formal
pegging. Conversely, with countries that
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maintain a formal peg, frequent adjust-
ments of the peg, or relatively wide
margins within which a currency is allowed
to fluctuate around its peg, may be used
to obviate policy changes or reserve
movements that might otherwise have been
necessary to maintain the pegged value.

~ Experience in the past year has under-

lined the difficulty of maintaining a parti-
cular pattern of exchange rates in the face
of strong market pressures for change.
For example, a number of countries whose
currencies were pegged to those of single
major countries, in particular to sterling,
found it difficult or undesirable to keep in
step with exchange rate movements of the
peg currencies. Among such countries
there was a tendency to alleviate these
difficulties by changing the currency to
which they pegged, by switching to a peg
on the SDR or on a trade-weighted basket

" of currencies, or by a greater willingness to

change the level of the peg on their
intervention currency. Among countries
that pursue mutual intervention arrange-
ments, tensions developed and resulted,
in March 1976, in the termination of the
special arrangement between the Benelux
currencies and the departure of the French
franc from the Europsan Common Mar-
2ins Arrangement (i.e., the “snake’).

reduced amplitude

At the same time, the floating among
major currencies has been characterised
by some reduction in the amplitude of
exchange rate movements; weekly fluctua-
tions in effective exchange rates have
tended to become smaller for most
countries, and so also have short-term
swings in exchange rates. These develop-
ments reflect in part the fact that distur-
bances in the global pattern of payments
have been less severe than during the early
period of floating rates; in part, however,
they may also represent an improvement
in the ability of the market mechanism
and official policies to cope with the
realities of a more flexible exchange rate
system. In a longer-term perspective, the

-orend of most countries’ effective exchange

rates has been in the appropriate direction
to offset inflation differentials, over the
floating period taken as a whole.

Further progress, however, needs to be
made before the objective of a stable
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monetary system is achieved. While high
and differential rates of inflation continue,
and while relatively high rates of under-
utilisation of resources persist, there will
continue to be uncertainty concerning
the development of official policies and
their implications for the balance of pay-
ments. As has been apparent during the
past year, these uncertainties can at times
generate adjustments in exchange rates
that are more abrupt than the accompany-
ing changes in underlying conditions would
warrant.

Fund surveillance

Thus, the Report concludes, the be-
haviour of governments with respect to
exchange rates, rethains a matter of inter-
national concern and a matter for consul-
tation and surveillance in the Fund. The
proposed new Afticle IV of the Articles of
Agreement approved by the Board of
Governers in April 1976 and now awaiting
acceptance by members, contains general
obligations relating to the overall econo-
mic policies that members are expected to
pursue, and gives the Fund duties to
oversee the compliance of each member
with these obligations, regardless of the
particular exchange arrangement it follows.
In particular, the Fund is to exercise firrm
surveillance over the exchange rate policies
of members, and to adopt specific princi-
ples for the guidance of all membezrs with
respect to these policies. These principles
have yet to be worked out.

In the meantime, the requirement of
collaboration contained in the present
articles continues to apply. The collabo-
ration takes place within the contextof
the central rate decision for members
withia its terms, and in the framework of
the “-Guidelines for the Management of
Floating Exchange Rates” adopted by
executive board decision in June 1974
for members with floating rates. These
guidelines focus on three aspects of the
functioning of the cxchange market,
namely, (1) the stability of exchange rates
in the very short term (day to-day and
week-to-week); (2) fluctuations in exchange
rates over periods of several months or
quarters; and (3) the adjustment of ex-
change rates to underlying changes in
“balance of payments positions. Further-
more, the guidelines reassert that all coun-
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tries, whether or not they have tloating
currencies, should avoid introducing
restrictions on current account transac-
tions for balance of payments purposes.

In the longer run, conditions determin-
ing long-term capital flows and develop-
ments in competitiveness of an economy
are likely to be the principal factors affec-
ting the trend of exchange rate movements,
the Report points out. For periods in
which countries are experiencing inflation
at sharply different rates, developments in
relative costs of production are also likely
to exercise a significant influence on
exchange rates, depending on whether the
disturbances to the economies are of a
structural nature (in which case such an
approach will not be adequate to explain
resulting exchange rate movements) or
tend to be of a monetary nature and
affect the balance of payments through the
general level of prices. In this last case,
movements in relative costs and prices
may be expected to provide a more com-
plete, though still partial explanation of
exchange rate movements.

GNP deflators

In its analysis of the relationship bet-
ween the changes in relative rates of
inflation and effective exchange rates, the
Report asserts that rates of inflation as
measured by GNP deflators are shown to
have differed markedly among the seven
major industrial countries over the past
year. While national inflation rates in
Canada, France and Japan have tended to
stabilise relative to the average for their
main trading partners, the rates for Italy
and the United Kingdom were consider-
ably higher than the average, and those for
the Federal Republic of Germany and the
United States well below the average.
The Report notes that, while quarter-to-
quarter changes in relative prices are only
loosely associated with contemporaneous
changes in exchange rates, there is a consi-
derably closer relationship over the three-
year period taken as a whole. For exam-
ple, both the United Kingdom and Italy
experienced a sharp depreciation of their
effective exchange rates that offset their
relatively rapid price increases. For the
other countries, too, it can be observed
that a corrective movement tended to take
place when a country’s competitiveness
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deteriorated or improved significantly
relative to the average. Over the three
year span, the couitries that experienced
the largest changes in relative adjusted
prices were Canada, Italy and the United
States. In the first quarter of 1976 Italy
and the United States had lower relative
prices, after adjustment for exchange rate
changes, than three years earlier, while
Canada had higher relative prices.

international liquidity

The value of total official reserves
(defined as official holdings of gold, SDRs,
foreign exchange and reserve positions in
the Fund) increased from SDR 180.3
billion at the end of 1974 to SDR 194.7
billion at the end of 1975 and SDR 202.8
billion in April 1976. The overall
accumulation of reserves in recent years
has been quite unevenly distributed by
country groups. In fact, after the unpre-
cedented three-year global expansion that
ended in 1972, the reserves of the vast
majority of countries have shown little
further increase. However, the industrial
countries raised their holdings by more
than SDR 12 billion from the end of
1973 through April 1976, while the Fund
members classified as major oil exporters
added about SDR 38 billion to their
reserves in that period. For all non-oil
countries as a group, as well as for the
industrial countries alone, the annual rate
of increase for the three years 1973-75
was around two per cent, a figure much
the same as that recorded for the decade
preceding 1970.

The rise in the foreign exchange com-
ponent has for a number of years been
the largest source of reserve growth. The
increase in reserves in this form in 1975
was due almost as much to the apprecia-
tion in the value of the US dollar in
terms of the SDR as it was to transactions
creating (or destroying) reserves; that
appreciation amounted to 4.6 per cent
from the end of 1974 to the end of 1975.
Since the stock of foreign exchange hold-
ings reached SDR 138 billion at the end
of 1975, with at least four fifths of these
holdings denominated in US dollars, the
increase in the SDR value of the dollar
(net of the loss in value of some other
currencies in which reserves are held) is
estimated to have accounted for some
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SDR 4.2 billion of the total increase of
SDR 10.6 billion in foreign exchange
during 1975. A further appreciation of
over 1.5 per cent occurred in the first four
months of 1976, adding perhaps SDR 1.5
billion to the reserve increase for that
period.

A noteworthy role in the overall reserve
increase; the Report points out, has
recently been played by reserve positions
in the Fund, which more than doubled in
the last two years, from an aggregate of
SDR 6.2 billion at the end of 1973 to
SDR 12.6 billion at the end of 1975. The
increment during 1975 was SDR 3.8
billion and the pace showed no sign of
slackening in the first four months of 1976,
when another SDR 2.2 .billion was added
to the total. Fund-related reserves—SDRSs
and reserve positions in the Fund—were
approaching 12 per cent of members® total
reserve holdings at the end of April 1976
as Fund borrowings under the Oil Facility
reached nearly SDR seven billion,

increase in reserves

The combined reserves of the industrial
countries, which had remained rather
stable in the preceding two years, rose by
SDR six million in 1975 and by a further
SDR 3.9 billion in the first four months
of 1976. The large three-year increase in
reserve holdings of the major oil exporting
countries as a group, already noted,
reflected gains of SDR 26.8 billion in
1974, followed by a rise of only SDR
10.4 billion in 1975 as a sizable reduction
in exports coincided with an expansion of
that group’s imports. Indeed, the reserves
of at least six countrics in the group
declined in 1975, while only Iran, Saudi
Arabia and Venezuela showed gains of
over SDR 05 billion.

The reserves of the less developed
primary producing countries other than
the major oil exporters decreased by SDR
0.4 billion despite heavy use of official
borrowing by members of this group to
finance their payments deficits. Although
the decline amounted to less than two
per cent of these countries’ total reserves,
it was the first actual reduction in any
year since 1961-62, After that time, the
group’s holdings as a proportion of the
world total went up to a peak of 16 per
cent at the end of 1973, but dropped
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back to 13 per cent at the end of 1975.
The official reserves of the more developed
primary producing countries declined in
both 1974 and 1975; members of this
group also engaged in a substantial
amount of foreign official borrowing.
From a high point of nearly SDR 20
billion at the end of 1973, their aggrega‘tﬁ
reserves dropped to SDR 15.3 billion tw:
years later.

In reviewing the adequacy of global
reserves, as required by Section 10 of the
by-laws of the International Monetary
Fund, the Report emphasises that it is
now more difficult to apply the concept of
gdequacy of global reserves than it was
In the 1960s when it was first formulated.
At that time quantitative assessment Of
changes in the need for reserves was based
in part on the behaviour over time of the
ratio of global reserves to imports and in
part on other factors and considerations,
including the historical growth trend of
global reserves and the changes in the
size of aggregate payments imbalances.
In order to arrive at a judgement with
respect to the degree of reserve ease or
stringency, two approaches were pursued:
first, the estimated reserve need was
compared with the supply of reserves, with
due regard to the effect of any markg
shift in reserve distribution; and, second,
an evaluation was made of elements that
were considered direct manifestations of
(;llanges in reserve ease, such as variations
in the use of import restrictions, policies
on foreign aid, the balance of exchange
rate devaluations and revaluations, and
the reliance on external borrowing to
finance balance of payments deficits.

steady growth

This method of assessing the adequacy
of reserves reflected an international
economy in which global reserves had
grown steadily, yet moderately, at a
rate somewhat below the growth rateof
world trade; in which payments imbalan-
ces, though varying considerably in the
shorter run, had shown only a modest up-
ward trend over the years and were tYPiié
cally in large part financed through th*
use of reserves; and in which general
adherence to an exchange rate system based
on par values permitted as inference to be
drawn with respect to reserve adequacy
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from the predominant direction and fre-
quency of exchange rate changes. In these
circumstances it was plausible to assume
that reserve needs would continue to rise
in correspondence with, though not neces-
sarily in exact proportion to, payments
imbalances or imports.

&.

larae variations

In the present circumstances, however,
considerable variation can be expected in
the relation between reserve needs and
imports, both among countries and over
time. One reason for this, says the Report,
is that imports may constitute a less
adequate proxy for total international
transactions than before if, as is widely
held (although precise statistical confir-
mation is not available), the volume of
capital flows has, over the years, increased
faster than trade, at least for many of the
larger countries. On the other hand, the
balance between financing and adjustment
of payments disequilibria has shifted,
although not uniformly for all countries,
so that aggregate payments imbalances
are likely to be smaller relative to the
volume of international transactions than
they would have been if, with the magni-
tyde of payments disturbances given, the
20rld economy were still functioning
under the Bretton Woods par value sys-
tem. At the same time, many countries
have come to rely to a greater extent on
international borrowing to finance exter-
nal deficits and, therefore, tend to rely less
on the useof reserves, in many instances,
because the authorities felt that the
reserves were at a level that should not be
reduced.

Nevertheless, the Report notes, most
Fund members continue to peg their cur-
rencies to one of several major currencies,
to the SDR orto a similar composite and
their reserve needsin relation to expected
external imbalances have probably not
changed significantly from what they
would have been under the Bretton Woods
par value system, except insofar as there
may now be a greater readiness to alter

'gle peg in response to exchange market or

alance of payments developments and to
make use of the more ample international
borrowing facilities to which most though
not all, of these countries have access.

The currencies of a number of countries

EASTERN ECONOMIST

(about 30 countries with 73 per cent of
world reserves at the end of 1975), inclu-
ding those of the largest Fund members,
are floating, however, and their need
to hold reverves for the purpose of finan-
cing future balance of payments deficits
is likely to be smaller than it would be
if these countries still adhered to a par
value system. However, the Report states,
it is difficult fo gauge the extent to which
floating diminishes the need to hold reser-
ves, especially since many countries
with floating currencies typically find it
desirable to intervene in the foreign ex-
change market, some at times heavily.

Snake arrangement

Participants in the European Common
Margins Arrangement as of mid-1976
(accounting for 22 per cent of world
1eserves at the end of 1975) are classified
as having floating currencies ; neverthe-
less, transactions within the group of
participants imply reserve needs similar
to those of countries with pegged rates,
and the reduction in their overall reserve
needs as a result of floating should be
expectedl to be commensurate with the
volume of their transactions with countries
outsidethe Common Margins Arrangement
rather than with that of all transactions.
For the smaller participants, moreover,
imbalances in transactions with outside
countries may also result in pressure on
the common margins and thus require
use of reserves.

The Report calls attention to three
functions of international reserves finan-
cing futuredeficits. First, even when besides
imbalances are intended to be financed lar-
gely by compensatory external borrowing
and repayment, reserves may still be needed
in order to contribute to the maintenance
of market confidence and international cre-
ditworthiness. Second, countries with floa-
ting currencies may wish to hold reserves
that are larger than presently required for
the conduct of foreign exchange market
intervention in order to be prepared for
contingencies. Third, countries that have
recently experinced large balance of pay-
ments surpluses may hold part of their
foreign exchange reserves as a temporary
placement of these surpluses pending their
long-term investment.

The Report notes that, although the
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relationship between countries, reserve
needs and imports, for all the foregoing
reasons, has undergone significant changes
in the new circumstances, the level of
imports taken as representative of external
transactions is one useful indicator of the
scale of reserve needs, especially during a
period of rapidly rising values of inter-
national transactions. For all major coun-
try groups, except that of major oil expor-
ting countries, these ratios were on the
average much lower in 1974 and 1975 than
they had been in the preceding years.
This decline can be ascribed to the rise
from 1973 to 1974 in the value of world
imports (measured in SDRs) by 47 per
cent, followed by an increase of only four
per cent from 1974 to 1975, while the
yearly average level of world reserves went
up during these periods by about 10 per
cent and 13 per cent, respectively. As a
result, the average ratio of reserves to
imports for the world as a whole fell from
34 per cent in 1973 to 26 per cent and 28
per cent, respectively, in 1974 and 1975.

temporary placements

Reserve holdings of oil exporting coun-
tries as a group relative to the level of
their imports have been higher than the
world average and the average of any other
major group throughout the last decade.
The increase in their reserves in 1974 and
1975 has no doubt further enhanced their
reserve ease. However, in many of these
countries, economic policy has sought to
induce rapid balance of payments .adjust-
ment ever since the first appearance of
large current account surpluses and rising
reserves in 1974. For many oil exporting
countries, this adjustment has progressed
to the point where reserves are no longer
rising, or even falling. At any event, at
least part of their reserve holdings must
be regarded as temporary placements, and
subsequent investment of these funds in
other assets, even though some of them
may still be highly liquid, would result in
a decline in the ratio of reserves of
imports.

The industrial countries as a group
showed a substantially lower ratio of
reserves to imports in 1974 and 1975 than
they had during the entire post-war period.
This is largely the result of a reduction in
the ratios for a number of large countries
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with independently floating currencies,
particularly the United States. However,
even if the United States is excluded, the
general pattern of movement in the group’s
ratio is unchanged. The non-oil primary
producing countries experienced ratios
that were substantially lower than those
of the early 1970s and lower, too, than the
ratios of the latter part of the 1960s.
Although the 1975 ratio for this group
was slightly above that of the industrial
countries, it may nevertheless representa
greater degree of reserve stringency since
this group contains for the most part
countries with pegged exchange rates, as
well as many countries with limited access
to international capital markets.

As noted earlier, the distribution of
reserves among countries affects the degree
of global reserve ease afforded by a given
volume of reserves. In this connection,
itis relevent that, while global reserves

grew by one-third from the end of 1973
through April 1976, the reserves of non-
oil primary producing countries did not
show any net ircrease at all during this
period. During 1974 the entire global
increase accrued to the major oil expor-
ting countries; in 1975 and the first four
months of 1976. It was shared approxi-
mately equally by oil exporting and indus-
trial countries. The substantial recent
growth in world reserves should, there-
fore, be judged to have added less to the
degree of global reserve ease than it would
have done if it had been more evenly dis-
tributed among countries.

Quantitative assessment of the adequacy
of reserves is made particularly difficult
by the uncertainty surrounding the proper
valuation of gold holdings. The difference
between the market price of gold and the
price at which it is carried in the
accounts of most central banks points

TaBLE 1

Growth of World Output : 1960-75
(Percentage changes in real GNP or GDP)

toa greater degree of reserve ease at
present than might be inferred from reser-
ves data based on the official gold price—
an observation applying particularly to
countries that hold a large part of their
reserves in the form of gold. This conclu-
sion, however, is subject to the important
qualification that gold may in present ci
cumstances be a less liquid asset th
other components of reserves.

A factor continuing to exercise a posi-
tive influence on the degree of reserve ease,
the Report adds, is the adaptability of the
supply of reserves to demand. Widespread
floating of exchange rates and the possi-
bility of financing balance of payments
deficits through official borrowing do not
merely reduce the demand for reserves, as
noted earlier, but also facilitate the acqui-
sition of owned reserves, when needed, or
the reduction of reserve holdings that are
deemed to be excessive. In some circum-

Annual average!

Change from preceding year

1960-70 1960-65  1965-70 1970 1972 1973 1974 1973
Industrial Countries 4.8 5.1 4.5 3.7 5.7 6.0 . _1.5
Canada 5.2 5.6 4.8 6.5 5.9 7.2 3.2 0.6
United States 4.0 4.7 3.1 3.0 5.7 55 —1.7 —1.8
Yapan 10.8 10.0 1.6 73 91 99 _12 2.0
France 5.7 5.7 5.6 5.3 5.7 5.8 3.8 —2.5
Germany, Federal Republic of 4.9 5.0 4.8 3.0 3.4 5.1 0.4 —3.4
Ttaly 5.7 5.2 5.9 1.6 3.1 6.8 3.4 —3.7
United Kingdom 2.7 3.2 2.2 20 31 55 0.1 —1.7
Other industrial countries® 4.8 5.0 4.6 3.4 4.3 4.4 3.5 —I1.8
Primary Producing Countries 5.6 5.3 5.8 5.4 5.5 6.8 5.6 3.5
More developed® 5.8 5.9 5.8 5.7 5.6 6.2 4.0 1.6
Less developed* 5.5 5.1 5.8 5.3 5.4 7.1 6.2 4.2
World® 5.0 5.1 4.8 4.1 5.7 6.1 1.1 —0.5

o

Sources: National Economic Reports, IMF Data Fund, Secretariat of the United Nations, US Agency for International Develop-
ment, International Bank for Reconstruction and Development, and Fund staff estimates.

1Compound annual rates of change. 2Austria, Belgium, Denmark, Luxembourg, the Netherlands, Norway, Sweden

and Switzerland.

South Africa, Spain, Turkey and Yugoslavia.
countries,” or as being ‘“More developed”

3Comprise Australia, Finland, Greece, Iceland, Ireland, Malta, New Zealand, Portugal, Romania
*Comprise Fund member countries not listed above as
(footnote 3, above). In some of the other tables the less

“Industri;éa

developed countries are subdivided to distinguish the ““major oil exporters (Algeria, Bahrain, Indonesia, Iran, Iraq,
Kuwait, the Libyan Arab Republic, Nigeria, Oman Qatar, Saudi Arabia, the United Arab Emirates and Venezuela)
and “‘other developing countries” (or “non-oil developing countries). 5Fund member countries plus Switzerland.
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stances, a country with a floating exchange
rate that finds its reserve holdings insuffi-
cient may raise them by intervening more
strongly in the exchange market as a pur-
chaser of forcign exchange whenever its
exchange rate tends to appreciate and less
strongly as a seller when it depreciates.
ﬁﬁain, a country may borrow in the inter-
vavional capital market not only to finance
an existing balance of payments deficit,
but also to add to the level of its reserves;
since these reserves canin turn be placed
in the capital markets, the net interest cost
of holding them may be small. However,
because of the greater use of short-term
borrowing to finance deficits, net reserves
have for many countries developed much
more unfavourably than gross reserves.

In sum, it is ve'y difficult to make a
quantitatively accurate assessment of shifts
in the adequacy of global reserves over the
past several years in view of the subs-
tantial changes that have occurred in
exchange rate arrangements, in countries,

readiness to borrow in private capital
markets, and in the availability of public
and private funds for international borro-
wing. Also important in this regard is the
special character of the sharp build up that
has taken place in the reserves of some of
the oil exporting countries. Indeed,
because of these developments, the con-
cepts of ““global reserve need” and “ade-
quacy of reserves” have suffered in pre-
cision, especially in the present situation
in which world monetary relations are
undergoing rapid change.

Nevertheless, certain aspects of the
situation relating to international reserves
merit attention. First examination of the
relevant data suggests that there was no
marked change in the degree of reserve
ease from 1974 to 1975. This conclusion
derives mainly from the fact that the
relationship between reserves and imports
did not show substantial change for non-
oil member countries as a group. In most
of these countries, reserves were relatively

TABLE 11

flat at a time of little or no increase in the
volume of imports because of the inter-
national recession. This situation, however,
is now changing; with economic recovery
in the major industrial countries having
begun during 1975, world trade activity
is once again in an expansionary phase.

Within the broad category of non-oil
member contries, assessment of reserve
adequacy is perhaps least difficult for the
primary producing group, which have not
for the most part resorted to floating.
The reduction in the ratios of reserves to
imports that has occurred in the past few
years would seem to reflect some decrease
in reserve adequacy. In this connection,
indication of need to conserve official
reserves may be found in the resort by
these countries to greater use of import
controls and other restraints, albeit not
on a large scale, on current transactions.
It may also be significant that in the past
year the non-oil primary producing coun-
tries as a group chose to finance theig

Price Increases in Developed Countries : 1960-75

(Pecentage change in GNP deflators)

Annual average!

Change from preceding year

1971

Industrial Countries?

Canada

United States

Japan

France

Germany, Federal Republic of
Italy

United Kingdom

Other industrial countries??

MoreDeveloped Primary Producing Countries®

Australia
Spain
Other countries?,

TR —

1960-70 1960-65  1965-70 1972 1973 1974 1975
3.4 2.6 4.2 54 48 7.3 11.8  10.8
3.0 1.9 4.1 3.1 50 9.2 143 107
2.7 1.4 4.1 5.0 4.1 58 100 9.3
5.1 5.1 5.1 54 48 11.6 20.7 7.3
4.3 4.1 4.4 5.6 6.1 7.3 11.6 12.6
3.5 3.6 3.4 79 59 57 68 8.2
4.4 5.5 3.5 7.1 62 11.9 162 17.4
4.3 3.6 5.0 89 80 7.8 129 276
4.5 4.4 4.5 72 73 1.7 9.8 10.7
4.8 4.7 4.9 8.4 82 11.8 16.7 16.7
2.9 2.2 3.6 6.5 7.6 120 17.0 15.5
5.8 6.6 5.0 7.4 89 1.5 13.9 16.3
5.2 5.0 5.4 98 8.1 11.9 18.0 17.5

“Surces:  National Economic Reports, IMF Data Fund, and Fund staff estimates.

1Compound annual rates of change. 2Average of percentage changes for individual countries weighted by the US dollar
value of their GNPs at current prices in the preceding year. 3Austria, Belgium, Denmark, Luxembourg, the Netherlands,
Norway, Sweden, and Switzerland. %Finland, Greece, Iceland, Ireland, Malta, New Zealand, Portugal, South Africa,

Turkey and Yugoslavia.
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overall balance of payments deficit almost
entirely through borrowing, and only to a
very limited extent through the drawing
down of owned reserves. For some of
these countries, however. borrowing on
international markets to protect reserves
may not be feasible or may become in-
creasingly costly, and even those that had
recourse to official borrowing in the past
may not be able to continue usirg this
policy to the same extent in the future.
This applies particularly to those countries
that have engaged in short-term borrow-
ing to such an extent that their net exter-
nal liquidity position has become negative.

In the coming stage of world economic
recovery, the clear need to avoid a resur-
gence of inflation provides a strong argu-
ment for meeting increasing liquidity
requirements as much as possible, although
not necessarily exclusively, through con-
ditional liquidity. The supply of condi-
tional a liquidity to member countries has
been increased in the past both by raising
quotas, by establishing special facilities,
and by enlarging credit tranches in relation

to quotas. One factor that has entered
into the assessment of the adequacy of
the supply of conditional liquidity in
the past has been the ratio of quotas to
imports. This ratio has declined from an
average of more than 10 percent in the
1950s and 1960s, and nine per cent after
the quota increase in 1970, to less than
five per cent in 1974 and 1975. The forth-
coming 33.6 per cent increase in quotas to
SDR 39 billion resulting from the Sixth
General Review of Quotas will arrest the
declining trend temporarily.

Conditional liquidity has also been
augmented, particularly during the period
reviewed under this Report, by the pro-
vision of special facilities and by other
special measures.  In the past year,
while the oil facility has lapsed, the com-
pensatory finance facility has been libera-
lised so as to provide greater access by
members encountering payments difficul-
ties produced by temporary export short-
falls; also, there has been a temporary
enlargement of the access by members to
the Fund’s resources—pending entry into

TABLE 111

force of the Second Amendment of the
Articles—through an increase in the size
of each credit tranche by 45 per cent.
Two other facilities that augment the
amount of conditional liquidity evailable
at given quotas are the buffer stock
facility and the extended Fund facility.
The former is not sufficiently general §
the scope of its application to be coun
as adding significantly to conditional
liquidity, and the latter has so far been
used by only two countries.

Utilisation of the Fund’s drawing
facilities has inereased sharply in 1975 and
1976, partly under the impact of the
extensive use made of the Oil Facility and
the compensatory financing facility. At
the end of June 1976, outstanding draw-
ings amounted to SDR 13} billion,
the highest in the Fund's history. Although
drawings under the Oil Facility, which
accounted for approximately one half of
outstanding drawings, were financed from
borrowed resources, the record level of
utilisation of the remaining drawing
facilities as a result of recent large pay-

Price Increases in Developing Countries: 1965-75

(Percentage changes in consumer prices)!

/
Annual average Change from preceding year
1965702

1971 1972 1973 1974 1975

J/
Non-oil Developing Countries 11 10 14 293 393 303
In Africa 5 4 5 9 19 19
In Asia 8 5 8 17 30 10
In the Middle East 4 6 6 12 29 19
In the Western Hemisphere 17 16 22 313 38 533
Major Oil Exporting Countries 10 6 5 11 17 18

Sources: IMF Data Fund and Fund staff estimates,

1Calculated from weighted geometric means of country indices expressed in terms of local currency. Weights are ;?
portional to GDP (in US dollars) in 1.97(.)' *Compound annual rates of change. °Excluding Argentina and Chile, ¢
figures for non-oil developing countries in the last three columns are 15 per cent, 26 per cent, and 18 per cent,
respectively; with a similar eXdUSi%’ the Western Hemisphere figures in the last three columns would be 14 per cent,
25 per cent and 24 per cent, respectively.
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ments imbalances has substantially reduc-
ed the Fund’s liquidity.

The international community has already
agreed to keep under close scrutiny the
Fund’s ability to fulfil its objectives. The

Seventh General Review of Quotas will
be accelerated and is to be concluded by
carly February 1978—within three = years,
instead of the normal five years, of the
last review—thus providing a timely
.opportunity to assess in detail the capacity

TaBLE IV

World Trade Summary : 1960-75!

~of the Fund to continue playing its
central role, under changing world condi-
tions, of both providing balance of
payments financing where needed and
encouraging all members to follow appro-
priate adjustment policies.

(Percentage changes in volume and in unit value of foreign trade) -

Change from preceding year

1960-70% a

1971 1972 1973 © 1974 1975
World Trade® Volume 83 6 93 133 6 —4%
Unit Value (US dollar terms) i 54 8 23 40 8%
(SDR terms)* 1 54 7% 12 33% 7%
Volume of Trade Imports Industrial countries 63 114 124 1 —7%
Other developsd countries 3 3 143 7 —73%
Major oil exporters 41 104 12 23 434 481

Other developing c_ountries 6 6% 1 163 15 —4
Exports Industrial countries 83 64 9 14 8 —43

Other developed countries 7% 5% 113 43 13 —
Major oil exporters 9 8 7 133 —1 —113%

Other developing countries 6 8 104 143 7 —

Unit Value of Trade in SDR Terms* Imports Industrial countries 1 5 — 113 19 8
Other developed countries 1 6 1 11 45 9%
Major oil exporters 1 5 + 9 25% 2"

Other developing countries 1 6 + 9 39 7

Exports * Industrial countries 13 5 1 93 233 11

1

Other developed countries 1 43 4% 2 244 3%

Major oil exporters —1 223 5 273 236 3

Other developing countries 13+ 3% 1 223 33 —4

‘;\Sources: National Economic Reports, IMF Data Fund, and Fund staff estimates.

1For classification of countries in groupings shown here, see Table 1 (and especially footnotes 2-4) 2Compound annual
rates of change. 3Fund member countries plus Switzerland. Based on approximate averages cf growth rates for world
exports and world imports. 4For years prior to 1970, an imputed value of US $1.00 has been assigned to the SDR,
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Development Banking in India—With Special Reference to State Level Institutions:
Karnataka ; S. L. N. Simha, Institute of Financial Management and Research,

Madras; pp 340; Price Rs 55.

Impact of Science and Technology : Colonel R. Ram Rao (Retd); Economic and

Scientific Foundation, New Dethi; pp 98;

Price Rs 15.

How It All Began : W. W. Rostow; Methuen & Co. Ltd., England; pp 264; Price

£ 2.90.

Sources of Variation in Agricultural Productivity : Sudhir K. Mukhopadhyay; The
Macmillan Company of India Ltd; pp 121; Price Rs 40.

Surplus Labour and the City—A Study of Bombay: Heather & Vijaya Joshi; Oxford

University Press; pp 189; Price Rs 45.

Dyestuffs Industry in India : J. H. Doshi; Sevak Publications, Bombay; pp 194: Price

Rs 20,

Development  Banking in India—With
Special Reference to State Level Institu-
tion: Karnataka, is the outcome of a
consultancy assignment entrusted to the
author by the Karnataka State Financial
Corporation (KSFC). What is of signi-
ficance is that S. L. N. Simha has given
a detailed account of KSFC against the
general background of development
banking in the country as a whole.

A development bank is a financial
institution engaged in providing medium
and long-term assistance to business enter-
prises in the form of loans, underwriting,
investment and guarantee operations. A
development bank as conceived at present
is expected to do something more than
mere provision of credit. It is expected to
act as a catalytic agent in promoting
economic development by initiative and
services in other spheres such as discovery
of new investment projects, undertaking
the preparation of project reports,
provision  of technical advice and
management services and, on occasions,
even establishment and management of
industrial units.

1t is found that development banking,
according to the author, is essentially a
phenomenon of the post-World War 1I
years. There is found considerable variety
of development banks depending upon the
varying needs and environments in
different countries.

Against the theoretical background which
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the author has analysed with certain
amount of details, he proceeds to analyse
the working of the Industrial Finance
Corporation of India (IFCI) and the
several state  financial corporations
(SFCs). This is followed by a detailed
account of the functioning of the Karna-
taka state financial corpcration—its
achievements, problems and t" e directions
in which the KSFC should be restructured

_BOOKS
BRIEFLY

to enable that institution to play a more
dynamic role in the industrial development
of the state. The author feels that what is
said about KSFC holds good, more or
less, in respest of most of the SFCs and
hence the sigaificance of this book to the
general readers.

Analysing t-e all-India developmental
institutions such as IFCI, ICICI, IDBI,
the Industrial Reconstruction Corporation
of India (IRCI), as also LIC and the
Unit Trust of India, the author has
rightly concluded that there has been a
marked expansion of developmental bank-
ing facilities in the country after indepen-
dence. The above institutions have done
much to provide funds for the rapid
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industrial growth in the country. In thif

case of new industrial units, especial
those involving large capital outlays,
a very substantial part of the project cost
has been supplied by these financial institu-
tions. Besides providing finance, these
developmental financial institutions have
embarked on promotional activities. They
have also been making afforts to raise
standards of corporate mapagement and
improve technology of projects.

removal of defects

What is more impo-tant, the author has
drawn attention to some of the defects
which have crept into these institutions
such as delays in sanctioning assistance,
failure to developa capital market, and
so on. Though the progress of develop-
ment banking has been remarkable, the
author is of the opinion that ‘“the time
has come when the existing arrangements
should be reviewed and restructuring
done 5o as to realise the objective of ra;@

industrial development on an enduri
basis.

As regards the state financial corpo-
rations (SFCs), the author is of the opi-
nion that “they have started doing good
work.” In recent years, there has been 2
marked expansion of their lending acti-
vities. This has also brought SFCs face t0
face with the many difficulties arising from
providing term finance. In particular, there
is need to strengthen their organisation
and operational efficiency. They must
steer the middle course between financial
conservatism on the one hand and exces-
sive concentration on lending activity
disregarding basic canons of project eva*
luation on the other. The fairly large
magnitude of defaults should cause con”
cern, while at the same time delaysin
sanctioning ani disbursing assistance
especially in meeting the needs of smal
and new entrepreneurs, should be remo-
ved. The SFCs are also experiencing
paucity of funds. This aspect must be
attended to. The author has also empha-
sised the necessity of strengthening and
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diversifying the staff, providing adequate
training to them, giving them reasonably
good emoluments and delegation of
a fairly large measure of authority to the
staff by the SFCs and to the SFCs by the
state governments. Also, political inter-
ference in the affairs of the SFCs must be

ﬁresisted. This can be done, according to

the author, by having broadbased board
of directors headed by an experienced and
independent-minded chairman-cum-mana-
ging director. “The SFCs must be regar-
ded as major development financial
institutions. ..”

Naturally in this book the functioning
of the Karnataka State Financial Corpo-
ration (KSFC) has received very detailed
treatment. The author has pointed out that
KSFC has made phenomenal progress
in recent years. The progress of the KSFC
compares favourably with that of other
SFCs generally. However, organisational-
ly the KSFC, like SFCs generally, is not
equal to the task of handling efficiently
growing volume of business. The author
has recommended immediate strengthening
of the organisation of the KSFC to enable
that institution both to consolidate the
progress already made and to prepare it-
self for shouldering larger responsibilities

future.

recommended steps

The immediate steps recommended
by the author are recruiting of ad-
ditional staff at higher levels (such as
engineers, chartered accountants, manage-
ment experts, financial analysts, etc., etc.),
creation of seperate wings (like projects
wing, operations wing and personnel wing),
enlarging staff at the branch level and
entrusting them with the task of appraisal
and follow-up work of application, and
securing additional funds which must
be made available by the Reserve Bank
and the state gevernment. The author is
of the opinion that since the KSFC made
in 1974.75 a pre-tax profit of Rs 52 lakhs
(and after-tax profit of Rs 33 lakhs), the
institution is in a position to easily bear
the additional expenditure on- expansion

Wf staff,

The book has given a critical account
of the functioning of developmental
banking and financial institutiozs in the
country and specially of the KSFC. The
constructive suggestion are of special
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value as they would lead to improvement
in the operational efficiency of these
developmental institutions. As the author
was intimately connected with some of
these institutions, the analysis carries the
stamp of authority.

Among the developing countries, India
has made tremendous progress since Inde-
pendence in providing financial infrast-
ructure facilities and yet there is much
that can and should be done to improve
the functioning and efficiency of these
institutions which can easily become an
effective instrument of rapid industrial
development in the country.

IMPACT OF SCIENCE

It is now realised that science and tech-
nology, if used with proper motivation,
can secure an orderly, healthy and timely
solution of many problems which the
growing population of the world and
gradually diminishing resources pose for
mankind.

The industrial civilisation created by
man has been brought about through the
instrumentalities of science and techno-
logy. Those nations which started this
quest earlier are naturally far ahead on
the road of material progress compared
to those nations which have been late in
the start. And yet because of the progress
and spread of communication technology,
it is possible for developing countries to
make up, at least to some extent, for the
lost time and ‘chart their own paths
of progress and development, in the light
to their own social problems and the
resources in materials and manpower that
they can readily harness, so that they
may not lag far behind in the race for
achievement and development.”

Impact of Science and Technology
focuses attention on  some likely
technological developments in the future,
on problems that such developments may
bring in their train, and on opporunities
that developed as well as developing
countries would have in furthering their
adivancement. Specifically, it is well-
known that there are several areas where
science and technology would need to be
utilised on a massive scale so as to enable
the country to provide growing, popula-
tion with the minimum needs of food,
clothing, shelter and other creature com-
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forts. In India many basic problems such
as water and land management, afforesta-
tion, desert reclamation, prevention of
soil erosion and salination, desilting of
waterways, flood control, training and
diversion of rivers, exploitation and con-
servation of mineral resources are all
demanding speedy and satisfactory solu-
tion and this is going to require resorting
on a big scale to science and technology.
The author has rightly emphasised that
we in India have yet to develop a country-
wide scientific approach to solve our ac-

.cumulated problems as well as those of

daily life.

Having traced the growth of sciences
and technology since the first industrial
revolution in Britain in the middle
of the 18th century, the author has
drawn attention to some of the recent
scientific and technological advances—
electronics, nuclear energy, material
technology, aerospace or rocket techno-
logy, chemical technology, underwater
technology, biological or life sciences,
plant breeding and technique-develop-
ment (which includes such things as ope-
rational research techniques, project
management techniques, information pro-
cessing, input-output analysis and so on).

technical innovations

What is more interesting is the list drawn
by the author of 100 technical innovations
likely to appear on the scene before the
end of the present century—extremely
high-temperature materials, super perfor-

-mance fabrics, longer-range weather fore-

casting, extensive expansion of tropical

“agriculture and forestry, new sources of

power, new methods of water transporta-
tion, major reduction in hereditary and
congenital diseases, new techniques of
preserving environment, effective appetite
and weight control drugs, improved uses
of oceans (for examp!c for mining, con-
trolled farming. source of energy, etc.),
more automated housekeeping, use of
nuclear. explosives for mining and genera-
ticn of water, control over weather, new
techniques of education and propaganda
affecting human behaviour, new, cheaper
and more effective methods of birth-
control, genetic control, synthetic foods,
more extensive transplantation of human
organs, permanent manned satellite, grea-
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HISTORY AND BUSINESS OF

THE COMPANY: B
The Company was incorporated in the ysar 1913 in
the name of “The New Shorrock Spg. & Mfg.

Co. Ltd.” The name of the Company has been
changed to *Mafatlal Industries Ltd.” from 24th
January, 1974. The Company has 'I:exulu Division
with Mills at Ahmedabad and Nadiad and
Chemicals Division with a factory at Poona.

The Company owns immovable properties at
Bombay and it also holds investments.

OBJECT OF THE PRESENT ISSUE:

The Company is desirous of implementing the
programmes for the production of Dyes for Acrylic
Fibres and Intermediates at Poona and at Dewas
in the backward area in the State of Madhya
Pradesh. The total cost of these programmes 18
estimated at Rs. 575 lacs which will be partly met
with by this Issue and partly from the internal
generation of funds and deferred payment facilities.

By the issue of 85,436 Equity Shares (37,730 Equity
Shares by way of Issue of Right Shares to the
Shareholders of the Company, other than Mafatlal
Group, and by the present Public Issue of

47,706 Equity Shares), the holding of the Mafatlal
Group in the Company would stand reduced to
479 of the increased Capital of Rs. 6,75,00,000/-
divided into 5,40,000 Equity Shares of the Company.

PROSPECTS AND PROFITABILITY:

Based upon the past performance of the Company
and in view of the future programmes, the Directors
expect that, barring unforeseen circumstances,

the net profits to be earned by the Company would
be sufficient to enable payment of a reasonable
Dividend on the increased Equity Capital of

the Company.

SHARE CAPITAL:
AUTHORISED:
6,00,000 eqll‘ity Shares of Rs. 125/

Nominal Value
Rupees
7,50,00,000
2,50,00,000
10,00,00,000

eac
2.00,000 Unclassified Shares of
Rs. 125/- each

TOTAL

ISSUED, SUBSCRIBED AND

PAID-UP:

4,54,564 Equity Shares of Rs. 125/«
each fully paid-up

37,730 Equity Shares of Rs. 125/-
each for cash at a premium
of Rs. 125/- per share are
being issued to the existing
Shareholders (other than
Mafatlal Group) as Riglit
Equity Shares

PRESENT ISSUE:

47,706 Equity Shares of Rs. 125/-
each for cash at a premium
of Rs, 125/- per share are
being issued for Public
Subscription by Prospectus

The above will result in a total Share
Premium of:

5,68,20,500

47,16,250

359,63,250

" 1,06,79,500
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MAFATLAL INDUSTRIES LIMITED

This is only an announcement 2nd not a prospectus.

: (Incorporated on 20th January, 1913 under the Indian Companies Act, VI of 1882)
Registered Office: Asarwa Road, Ahmedabad-380 016. Head Office: Mafatlal House, Backbay Reclamation, Bombay-400 020

The announcement is regarding Public Issue of 47,706,““7 Shared®t Rs. 125/- each at a premium of Rs. 125/- per share

APPLICATION AND TERMS OF
PAYMENT:

Application for the Shares must be for one or m
Equity Shares and the full amount at the rate ofore
Rs. 250/- (inclusive of premium of Rs. 125/-) per
Equity Share shall be payable on application.

BOARD OF DIRECTORS:

Shri Arvind Navinchandra Mafatlal
10, Altamount Road, Bombay-400 026,

Industrialist.
Chairman & Managing Director (Senior President)

Chairman and Director of:

National Organic Chemical Industries Ltd
Polyolefins Industries Ltd.

The Mafatlal Fine Spg. & Mfg. Co. Ltd.
Hoechst Dyes & Chemicals Ltd.

National Machinery Manufacturers Ltd.
Mihir Textiles Ltd.

Director qf:

Tata Engineering & Locomotive Co. Ltd.
The Bombay Burmah Trading C>ron. Ltd.
and other Cos. '

Sh:i Yogindra Navinchandra Mafatial
10, Altamount Road, Bombay-400 026,

Industrialist.
Vice-Chairman

Chairman and Director of.
Indian Dyestuff Industries J.td.
Managing Director ( President)
Mysore Commercial Union Ltd.
TAK Machinery Ltd.
Commerce (1935) Ltd

ﬁirectorlb(f):

ational Organic Chemical Industri

$Ee 'Sv;ar;da;rd Mills Co. Ltd. ndustries Lid
e Mafatlal Fine Spg. & Mfg. Co. Ltd

The Associated Cement C ies ’

Anil Starch Products Ltd, e 1"

Kothari (Madras) Ltd.

Mahindra & Mahindra Ltd

and other Cos.

Shri Pramukhlal Manilal Patel
Near Gulbai Tekra, Ellisbridge,
Ahmedabad-380 015,

Businessman,

Shri Laxmanprasad Damoaardas V.
Bhalvi, Camp Road, Shahibaug, .
Ahmedabad-380 004,

Industrialist. )
Managing Director (President)

Direclarlof:
National Organic Chemical Industries Ltd
The Mafatlal Fine Spg. & M )
Mihir Textiles Ltd, '~ f&. Co. Lud.
Shri Ambica Mills Ltd.
The Ashoka Mills Ltd.
TL:ihe Nutzn Mills Ltd.

ysore Commercial Unj
and other Cos. nion Ltd.

678

Shri Siddharth Kasturbbal
Pankore Naka,
Ahmedabad-380 001.

Industrialist.

Director of: . .

The Atul l{roducts Lid.{ Maﬁtgmg Director)
The Ameer Trading :

The Aruna Mills Ltd.

The Ashoka Mills Ltd.

Cibatul Ltd.

Cyanamid India Ltd.

The Atic Industries Ltd- A’
Sl fatlal

Shri Rasesh Navinchanirt
10, Altar.:ount Road, ! 1‘:ay -400 026.

Industriahst.

Chairman and Director ”{:.r

The Standard Mills CO; esider
Managing Director (. :uﬂ‘i‘s tta

Rexroth - Maneklal In :

!

Director of: . amicsh Industries Ltd
National Organic € Mfyg. *
The Mafatal Fine spg. & M. Co. Lud.
Mihir Textiles . :0g Ltd.
IndianMDyeskt]uflf Ilﬂgu“g;: td.

SLM Maneklal In actur.

National Machinery M”uf ers Ld.
Binny Ltd. d.

adia Lt
Automobile Products o.ertd. 2
Hindustan Moto: < Mills Ltd,
“ﬁwud.

The Laxmi Vishnu 1%
The New India Indust
Solid Containers Ltd~
and other Cos.

Shi Robit Chinublsl MO
Ramnivas, Ellisbrids®
Ahmedabad-380 006:

Industrialist.

Rohit Mills Ltd. { oot
Rajesh Textile Mills Ltd, ng Director)

Gujarat Export Co t Corporati
Gujarat Industrial lnvﬂf‘ ion Ltd,

Director of: . il td.
Ahmedab{d Elﬁ{pﬂg‘%} Ltd,
Camphor and AMCE 4.

Taruxx)l COQT“C"I‘,It Mills
Garware ons Lt
Shri Ambica Mills Ltd-

< and of
New Rajpur Mills Co. Lﬂ“ her Cos,

Shri Jayantilal D:
E-10, s{a Face Parks
Bombay-400 026.

Business Executive- )
Chairman and Direcl
Aryan Brush Co. &,
Director of:

The Standard Mills €~
and other Cos.

Shri Narendra Girdharilal Patel :
13A, Vaibhav, 80, Bhulabhai Desai Road,
Bombay-400 026.

Business Executive. . . .
Whole-time Director (Executive Vice-President)

Director of:
Maf=tlal Services Ltd., and other Cos.

Shri Shivathai Bhulabhai Patel
47, Hindu Colony, Navrangpura.
Ahmedabad-330 009.

Business Executive. i . .
Whole-time Director (Executive Vice-Fresident).

Shri Hasmukh Tkokordas Parekh

Kastur Nivas No. |, French Road, Chowpatty,
Bombay-400 007.

Chairman, ICICI.

Chairman and Director of:

The Industrial Credit and Investment Corporation
of India Ltd.

Director of:

Tata Iron & Steel Co. Ltd.

G a1 ware Nylons Ltd.

InJdustrial Reconstruction Corporation of India Ltd.
Industrial Developinent Bank of India.

indian Aluminium Co. Ltd.

Scindia Steam Navigation Co. Ltd.

Chemicals & Fibres of India Ltd., and oth-.: Cos.

SECRETARY:

Shri Bhalchandra K. Joshi,

66, Swastik Society, Navrangpura,
Ahmedabad-380 009.

SOLICITORS:

Messrs. Manilal Kher Ambalal & Company,
51, Mahatma Gandhi Road,

Fort, Bombay-400 001.

AUDITORS:

Messts. C. C. Chokshi & Co.,
Chartered Accountants,

Mafatlal House, Backbay Reclamation,
Bombay-400 020.

BANKERS TO THE ISSUE:

BANK OF INDIA
70-80, Mahatma Gandhi Road,
Fort, Bombay-400 023.

DENA BANK
Horniman Circle, Bombay-400 023.

Or any of the Main Offices of the said Banks at:
Ahmedabad, Bangalore, Baroda, Bhopal,
Calcutta, Ernakulam, Hyderabad, Indore,
Jaipur, Madras, Mehsana, Nadiad, Nagpur
New Delhi, Panjim, Poona, Raikot. Surat

MANAGING BROKERS:

Messrs. Mahadevia Bros.,
31, Stock Exchange Central Building,
Dalal Street, Bombay-400 023.

BROKERS TO THE ISSUE:

Ahmedabad:

M/s. Champaklal Bhailal Chokshi, Manek Chowk.
M/s. Chinubhai Chimanlal Dalal, Fatehbhai Haveli
Ratanpole.
M/s. Chimanla! Lalbhai, Manek Chowk.
M/s. Ratilal Mansukhlal Parikh, Manek Chowk.
/s. Parsottamdas Premichand, Manek Chowk.
M/s. Chandrakant Kesarisingh, Manek Chowk.
M/s. Shantilal Keshavial Shah, Manek Chowk.
M/s. Premchand Hathisingh, Shaikh Pada,
Relief Road.

Bombay:

M/s. Mahadevia Bros., Dalal Street.

M/s. Harikisondass Lukhmidass, Apollo Street.
M/s. Bhupendra Champaklal Devidas, Dalal Street.

M/s. Jamnadas Morarjee & Co., 5A, Hamam Street.

M/s. Chimanlal J. Dalal & Co., Dalal Street.
M/s. Dhirajlal Maganlal Sons, Apollo Street.
M/s. Rasiklal Maneklal & Co., Apollo Street.
M{s. D. S. Purbhoodas & Co., Apollo Street.
Mjs. Lewis & Jones, Bombay Samachar Marg,

Calcutta:

My/s. Place, Siddons & Gough (Pvt.) Ltd.,
6, Lyons Range.

M/s. Chunilal T. Mehta, 8, Lyons Range.

New Delhi:
M/s. Bharat Bhushan & Co.,
H-55, Connaught Place.
M/s. Rajaram Bhasin & Co.,
8/4, Desh Bandhu Gupta Road,
M/s. Harbans Singh Mehta & Co.,
Parliament Street.

Hyderabad:

M/s. Laxmi Narayan Rathi,
Sultan Bazar.

Indore:

M/s. Pushkarlal Ghudawala,
44, Bada Sarafa.

Madras:

M/s. Ganga & Co.,
272/3, Angappa Naick Street,

Bangalore:
M/s. Vijai & Co., Malleswaram.

Persons interested in details may i

S i please obtain

copies of the Prospectus and Application Forms

from the Registered Office of the Company at

:th}-:;ed%bad or ItahekHead Office of the Company
Jombay, or Brokers and Bankers t i

Issue mentioned above. © the Public

1he Subscription List will open at the
commencement of banking hours on Monday

the 11(?3 October, 1976 and will close at the close
of banking hours on Friday the 15th October,
19_76 or earlier at the discretion of the Board of
Directors, but not before the close of the banking
hours on Wednesday the 13th October, 1976,

oy
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ter use of underground buildings, large-
scale desalinisation, low-cost buildings,
longer-lasting battery-operated TV
sets, inexpensive world-wide transporta-
tion of humans and cargo, genetice
control of plants and animals etc., etc.
These are some of the mind-boggling
technological developments which are
likely to take place in the developed
countries before the end of the present
century!

The implications of the above likely
developments are very clear. It shows the
trends in which technology is advancing
in some of the developed countries.
Secondly, it also shows how in years to
come the technological gap between the
developed and developing countries is
likely to grow, unless the latter make
frantic efforts to catch up with the deve-
Joped countries. The economic implica-
tion of such a widening technological gap
is that by 2000 AD the projected per
capita income in the developed countries
would be around $12,000 a year against
a possible $700 a year in the developing
wo-ld. The political implications of ever-
widening economic disparities are too
frightful to imagime !

India, despite various limitations, has
built up a fairly broad-based infrastructure
—a sizable bo1ly of scientists, engineers,
technologists and skilled workers. In spite
of severe lacunae in the Indian educational
system, a large number of scientists and
engineers are bzing trainel every year.
A chain of national laboratorie; has been
built up as also research establishments
covering areas of advanced technology
such as aeronautics, electronics, nuclear
and space sciences. Agricultural sciences
have been also receiving due attention.

neo-classical development

The author rightly feels that the neo-
classical mode of development bassd on
import of foreign technology and of
capital goods is unlikely to enable us to
achieve a breakthrough in our fightagainst
proverty and much less to take-off and
attain either rapid industrialisation or
economic development.

In the face of rapidly increasing popula-
tion, India will have to makean all-out
effort to introduce and popularise modern
-technology to accelerate growth in the

agricultural and industrial sectors. But
the scientists and technologists in India
will have to take note of the prevailing
situation in the country when evolving
appropriate technology for agriculture
and industries. The vast amount of labour
power in the country as also low level of
mass education will have to be taken note
of while evolving technology that is
appropriate to situations in India. Out-
right borrowing of the latest technology
from the west will create more problems
for India than solving them. According
to the author, it is a big challenge before
the Indian scientists and technologists and
the measure of our greatness will depend
upon the success with which we will meet
the challenge. Developments in the scien-
tific and technological fields in India in
recent years make us hopeful that Indian
genjus will rise to the occasion and effect
a successful breakthrough in the near
feature.

immediate tasks

Some of the immediate tasks before the
Indian scientists and technologists, accord-
ing to the author, are to find solution to
some of the urgent problems such as pro-
duction and proper use of fertilizer, pro-
cessing and utilisation of town refuse
and sewage, harnessing, conserving and
power utilisation of our water re-
sources, finding Detter soil-nutrients,
seeds and quickly maturing plants, proper
soil analysis, devising cheap ani effective
measures for crop protection and their
storage, afforestation, finding new sources
of energy such as solar, wind, tidal power
and  hydro-electric  potential, and
cheap, effective and acceptable means of
population control. While having a long-
term perspective, the Indian scientists and
technologists will have to concentrate
their attention on the above urgent pro-
blems which are staring the country in
the face.

The author has succeeded in giving the
general readersa grand panoramic views
of the scientific and technological develop-
ments which are taking place in the world
today and are likely to take piace in the
last quarter of the present century and
how India should move in the field of
science and technology so that she comes
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to occupy a rightful place in the emerging
world.

EUROPEAN MIRACLE

What were the factors that sparked
economic growth in England and later on

. in other European countries resulting i

more than two centuries of self-sustained®
economic growth ? Why did not this self-
sustained economic growth take place in
pre-modern societies, though at one time
or other they had to thei: credit some
really marvellous achievements in the
material sphere? For example, why did
Greek or Roman or Babylonian, or Egyp-
tian or Hindu civilisations all of which
in ancient times had some remarkable
achievements even in the field of science
and technology fail to generate and sustain
economic growth and development com-
parable to the development that took
place for the first time in west European
countries since the laiter half of the 18th
century ? Such an analysis should naturally
be a matter of the greatest interest to
developing countries which are struggling
to bring about economic development for
the first time in the modern period.

InHow It All Bezan the author raises
the question : “Was self-sustained grow&
blocked in pre-modern societies by a ladi¥
of interest in material things, religious
beliefs, systems of slavery and feudalism,
excessively narrow and impoverished
markets, scieatific ignorance, the lack of
a commercial middie class or what?”’

According to the author, in one sense,
the answer is simple and obvious. What
distinguished the world since the industrial
revolution' from the world before is the
systematic, regular, and progressive
application of science and technology t©
the production of goods and services. The
pre-modern world was not without its
scientists, inventors and administrators and
creative talents. But these, according t0
the author, were sporadic. “The ceiling
would be lifted —and was—by elements
of technological advance and innovation,
but it would not be lifted regularly.
Therefore constraints operated on t
levels of agricultural production, outp
and employment in urban industry
population that would be sustained, taxa-
ble income, and on the consequent capa”-

city of governments to carry forward thetE™ =
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objectives,”  These above-mentioned
factors either singly orin various com-
binations came in the way of self-sustained
growth for long periods.

The author has elaborated this point
by taking illustrations of early Greece,
India and  other ancient
civilisations which collapsed sooner or
later instead of carrying forward over
long stretches of time sustained growth.
The author concludes that “the decisive
formal weakness in traditional societies
Was—lack of innovators, of man moved
by economic and other incentives or per-
ceptions actively to seek changes in techno-
logy.”

fundamental answer

. The fundamental answer lies “primarily
in the world of idea”. Beyond weaponry,
the links of science to technology
and productive invention were few
This was so because “traditional culture
laf:ked the Baconian perception that there
might be advantage, to state and man, in
forging that linkage.” It was the mental
and cultura] attitude. According to the
author, the critical failure of traditional
Societies was conceptual. Science did not
teach those with access to resources that
ysical world could be understood in
Ways that permitted it systematically to
be tlzansformed to their advantage. More
Passive and fatalistic views of man’s
relation to the physical world therefore

Prevailed.
_ Tracing the origins of modernisation
10 Europe, the author has rightly em-
Phasised mercantilism which in the main
Paved the way for the process of
Industrialisation that was soon to begin,
Mer.cantilism brought about improvement
In lfltel.'nal communication, gave direct
and indirect encouragement to handicraft
“&fi“Stﬂes and to mining, made special
ia(s’:t: to achieve an autonomous econc_)mic
unif or arm?d forces (guns, explosives,
to rms, shlps,_ .ctc, etc), took measures
o Hllake provision of adequate food
ofpp ¥, took measures to expand supply
%OS:bhc Tevenues and measures tq im-
fion At;le quality of Pl}blic administra-
ing;l L00ve all mercar}tlllsm by establish-
feuda?i")‘, in states in the place of old
Pandinsuc social disordcr_ provided ex-
Withouf ma.rkets for various products
which foundations of modern
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industries could not have been laid. There
is no doubt that merchantilism (also known
as commercial capitalism) carried within
its womb the seeds of modernisation and
laid its firm foundations in Europe. Com-

mercial revolution with its expanding
international trade provided expanding
national and international markets which
provided great stimulu’s to the scientific
breakthrough. The author’s contertion is
that “the scientific revolution, in all its
consequences, is the clement in the equa-
tion of history that distinguishes early
modern Europe from all previous periods
of economic expansion.”

For once the author has adopted in this
book a rambling style attempting to bring
together different strands at one and the
same time in his argument. The conse-
quence has been that the reader is left
guessing as to the answer to the main
question, namely what causes the process
of modernisation. This may be so, because
as the author himself has pointed out, all
theories regarding man and the phenomena
in which he is involved are necessarily
over-simplifications. And therefore such
theories however necessary are thyroughly
inadequate to explain satisfactorily the
beginnings or origin of any social pheno-
menon., Causes and their consequences
get mixed, both perpetually movingin a
circle. Unfortunately therefore the vague
impressions as to what causes the beginn-
ing of the process of modernisation with
which readers begin when they start read-
ing the book persists throughout the
reading. The reader is left with vague
impressions when he completes the read-
ing of the book.

vital question

Incidently the readingof this book
raises a very vital question regarding
India in the minds of readers. It is well-
known that there was a time in the distant
past when India was atthe pinnacle of
glory with trade-links with Egypt, Baby-
lcnia, Greece, Rome, China and practi-
cally the whole of south-east Asia when
most of the European countries were in
semi-civilised or even barbarian state.
Why is it then that the west European
nations who joined the race pretty late
surged ahead of India which to this day
continyes to be an economically backward
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state? Why did not the process of moder-
nisation begin in India when it began in
Europe, though India had a lead over the
former? What were the factors that not
only halted her material progress but
actually hindered her further progress?
Was it our geography? Or history? Or
religion? Or our philosophy? At what
point did the progress halt? These are
vital questions satisfactory answers to
which must be found, ifthe process of
modernisation in India is to be quickened.
Itis a pity that no worthwhile research
has been made so far in India in this field.
Would some Indian scholar take it up? -

INPUT-OUTPUT
RELATIONSHIP

S. K. Mukhopadhyay has made an
attempt in his book Sources of Variation
in Agricultural Productivity to analyse
agricultural production in India within a
general framework with emphasis on
various sources which are responsible for
differences in agricultural output among
regions and over time. In more specific
terms, the main purpose of thig study is
“to analyse the effects on crop output
of measured inputs, regional constraints
and weather factors in  wheat regions of
India.”

It is generally accepted that absence of
knowledge about definite relationship
between changes in factor inputs and the
growth of output has posed <3 major
con.ceptional limitations™ in planning for
agricultural development. Conventionally
it is assumed that these input-output
relationships are known and are therefore
amenable to manipulation.

The generation and sustenance of eco-
nomic growth, especially in the early stages
of most developing countries, are to a
large extent determined by the perfor-
mance of the agricultural sector of the
economy. Naturally an intensive study
of the characteristics of the sector, parti-
cularly as they relate to agricultural
production, is therefore an essential aspect
of growth studies. In this there are
two major problems confronting econo.
mists concerned with agricultural develop-
ment. First, there exists a wide disparity
in agricultural production per unijt of
individual input or all inputs taken
together among different regions of most
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couniries, as well as among different
countries of the world; and secondly
agricultural production fluctuates from
year to year much more than industrial
production and the extent of this fluctu-
ation varies from one region to another.

According to the author, the three
problems commonly confronted in macro-
economic planning of agriculture in most
developing countries are : (i) The limited
response of output to the additional use
of known and measured inputs; (ii) the
wide disparity in the level of output per
unit of input in the different regions of
the economy; and (iii) the variation in
output from year to year. There have
been studies dealing with one or another
of these problems; but the author’s
contention is that there 1s no study so far
“addressed to all the three within a single
analytical framework.”

main finding

The author’s main finding is that in
the existing structure of production,
aggregate output in India seemsto res-
pond only to alimited extent to increases
in current known inputs (such as ferti-
liser, tractor, seeds, education etc.) and
there is a large unexplained residual in
the variation in agricultural output. The
coefficients for agricultural inputs are
rather small in size. The sum of the
coefficients indicates a low elasticity of
aggregate crop output with respect of
these inputs. «If the quantity of these
inputs are doubled, output is likely to
increase by only 41 per cent.” This
means regional effects must also be taken
into account while accounting for varia-
tions in output among different regions.
One region may be more fertile than
another; different regions may be on
different technological levels or even
the history and tradition of one
region may be more conducive to
greater efficiency in the use of identical
inputs,

Thus regions vary  widely with respect
to their levels of productivity and it
is only through a long-term policy
based on sustained research at regional
levels and provision of region-specific
measures that regional disparities could
be reduced and aggregate productivity
increased. It should be understood that
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regional disparities in agricultural output
cannot be removed by only varying the
use of different agricultural inputs. This
is because it is possible that regional
disparities are only partly due to varia-
tion in agriculturgl inputs and the
residual differences are due to other
factors such as climate, land tenure
system, traditions of the people, and so
on,

policy implications

This finding that - regional variations
in agricultural output can only be partly
explained in terms of variations in
different agricultural inputs has impor-
tant policy implications for agricultural
and economic development.

The government of India,in its five
year has have laid down the objectives
of econromic growth and reduction in
regional disparities. Increases in agricul-
tural output are projected on the basis
of increases in specific agricultural inputs.
But this study suggests that “in the exi-
sting macro-economic structure of Indian
agriculture, the application of additional
current inputs can only bring about
limited increase in the level of output”.
The author has also found that «at the
level of individual current inputs, irriga-
tion and fertiliser seem to be the most
important in Indian agricultural produc-
tion.”  But since the potential for irriga-
tional facilities is unevenly distributed
among different regions in the country,
development efforts are likely to pay off
more if directed at such areas where irri-
gational  potential is = relatively high.
From this point of view “The Gangetic
plain seems to deserve particular atten-
tion in the irrigation policy of India.”
Since growth is one of the important
objectives of India’s five year plans, such

‘a selective policy appears inevitable to

maximise agricultural output.

As regards the other objective of
removing regional disparities, the finding
of the author, as seen already, is that only
a small part of the disparity in agricutural
output is due to variations in the levels
of known inputs, This means it is
difficult to remove this regional disparity
c.mly by reallocation of known agricultural
inputs among different regions. The bulk
of the disparity is due to region-
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effects and this according to the author,
originates from sources not yet identified
and measured~—the  peculiarities of
specific regions that are stable over time.
Among such factors some might be
amenable to human influences while

others might be harder still to control.
For example, it is possible to increase&

the skill of farmers, or influence their
attitude through extension work and
practical training. But it may be extremely
hard to influence factors like basic type
and humus content of the soil or the
geographical location or height of the
place which influences productivity of
land in a region.

According to the author, the study
points out that “the simultaneous attaio-
ment of the goals of maximizing output
and reducing disparity is far from a
simple task.” Much will depend on the
nature of the region-effects, on the
extent they are amenable to changes by
present and past investments. What is
necessary for a realistic policy formula-
tion is to examine intensively the nature
of region-effects.

reducing disparities

Due to lack of proper informat%
some regions may be engaged in produci

crops for which they are not best suited-
To reduce regional disparities, such
regions may have to take to orchards,
poultry, dairies and animal farms. Somé
regions which may not be suitable fof
agriculture may have to rely on non”
agricultural investments for their develop-
ment. All this requires intensive research
of different regions in the country. The
author has suggested that ¢‘a sustaine

policy of research in specific districtS—
into their geoclimatic socio-economi®
characteristics is essential for understal”
ding the causes of disparity and trying f

alleviate them.”’ :

The continued flow of agricultufal
inputs to regions where they can prOfil_l“v
best results, while welcome for maximisitg

output, may accentuate regional disPd”

rities. The author wants that simultane;
action be taken to remove the resd T
disparity. There should be provision ¢
smooth and quick flow of both food 8%

raw materials from centres of Pro

duction to centres of processing af
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consumption. Failure to do this may
lead to problem of overproduction, fall
in prices, in income and loss of incentives
to farmers at the centres of production.
To prevent this there is needed a set of
policies for pricing, transportation,
storage, procurement and supply. The
policy of industrial location should be
Jmade a compliment to correct regional
imbalances due to uneven agricultural
development. Hecre the agricultural
policy becomes a component of the over-
all economic policy.

One cannot qaarrel with the findings
and policy implications drawn by the
author from this study which isa revised
version of a research work done at the
Economic Development Centre at the
University of Minnesota. One also
learns from acknowledgements that more
than dozen experts including T. Pal
Schultz have been consulted. The author
has also made use of sophisticated eco-
nometric methodology to arrive at his
conclusions. And yet it must be men-
tioned that the conclusions reached are
well-known and extremely commonplace
which one can arrive at without doing
any research, much less higher research
with econometric models. It is not
enough to have research talent; one must

R0 know how and for what purpose to
use it,

LABOUR IN BOMBAY

In India, the growth of labour force is
$o rapid in relation to the capacity of the
€conomy to ensure earning opportunities
that millions are condemned to poverty
and are likely to be condemned to poverty
for a long time to come, unless immediate
Steps are taken to bring about drastic
changes in the direction of economic
development. Surplus Labour and the
City—4 Study of Bombay by Heather
Joshi and Vijaya Joshi is mainly concerned
With the urban dimension of this problem,
the empirical work being centred round a
single city, namely Bombay.

According to the authors there is a
distinction which is basic and essential for
understanding of the Indian economy.
his is the distinction between the modern
€eonomy with jts organised and protected
abour market and the rest of the econo-
My—the traditional self-employment and
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small-scale sectors. The organised sector
is to be found mainly {though not exclu-
sively) in urban areas and covers manu-
facturing industries, government and the
various services feeding them. In this
organised sector, labour productivity is
generally high, incomes are also fairly
high and conditions of service are gene-
rally safeguarded by labour legislation.
Those who participate in this sector of the
economy share to a greater or lesser ex-
tent, the fruits of economic modernisation.
But the numbers enjoying these fruits of
modernisation are limited by the capital
intensity of technology involved and the
high cost of labour to employers.

unorganised sector

The rest of the labour force is generally
engaged in some Or other economic
activities outside the organised sector,
This unorganised sector covers not only
most of the economic activities in rural
areas but also a substantial part of the
urban economy. Those who fail to secure
employment in the modern organised sec-
tor are forced into the unorganised sector
which has the capacity to absorb them
either as casual labour, low wage employ-
ces, as self-employed or as family
workers. But this sector does not have
the capacity to provide them with stable,
regular and protected jobs with satisfac-
tory levels of income. The unemployment
problem in the sense of inadequate work

and low productivity is mostly concentra- .

ted in the unorganised sector of the
Indian economy, though it is not totally
absent in the organised sector.

The empirical part of the authors’ study
concentrates on employment in Bombay
city in the 1960s. According to the
authors, the employment problem in urban
areas has not received much attention by
way of theoretical or empirical analysis.
Among other things, the problem involves
the question of rural-urban migration and
its relevance for development policies. It
is not possible to devise such policies with-
out considering the economies of urban
agglomeration on the one hand and the
overhead costs of urbanisation on the
other. The authors have concentrated
their attention only on Bombay in this
respect because they believe that lessons
derived from the study of Bombay may
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have wider relevance because the develop-
ments there may hold lessons about the
shape of things to come, or to be avoided
elsewhere in India.

The Bombay area has experienced
much of the modernisation on the western
model which has as yet not penetrated so
very deeply in other parts of the country.
Nevertheless along with this prosperity,
there is ample evidence of Indian poverty.
Alongside multistorey blocks appear
squalid colonies of human dwellings. Both
the rich and the poor have crowded into
Bombay.

As in the case of most cities, Bombay
has acquired much of its population
through in-migration rather than natural
reproduction in the city itself. Thus a
large proportion of its inhabitants (in
1961, 64 per cent of persons, 69 per cent
of males and 57 per cent of females) were
born outside the city of Bombay. This
gave Bombay a distinctive demographic
structure, males substantially outnumber-
ing the females. The inhabitants of
Bombay had come there from all parts of
India and between them had as many as
214 different mother-tongues.

striking feature

According to the authors, perhaps the
most  striking feature of migration into
Bombay (and of rural-urban migration in
India generally) compared to many African
and Latin American cities is that “jt has
not reached unmanageable proportions,
at any rate during the 1960s.” Even
during 1972 drought, most of the searcity-
affected workers were successfully diverted
from the city by the rural public works
programmes. Another check these days
to in-migration into Bombay which is
becoming increasingly important is the
increasing competition for scarce jobs
especially jobs in the organised sector,
from the city-born.

As regards the policy to solve the com-
plex problem of increasing unemployment
in the cities in India in general and in
Bombay in particular, the authors have
rightly emphasised that *‘the main thrust
of employment will have to be in rural
areas.” However, urban employment
policies do have 2 part to play, even if it
is a minor one. The policies themselves
will have to operate on a broad front.
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showed a gross profit of
Rs 4.18 crores. After making
provision for taxation to the
extent of Rs 1.48 crores,
IFCI made a net profit of
Rs 2.70 crores which was a
slight improvement over the
last year’s net profit of Rs 2.60
crores. For the fourth year in
succession, the Corporation
declared a dividend of 6 per
cent for the year on its paid-up
capital of Rs 10 crores. The
reserves have now aggregated
to Rs 24.16 crores which ex-
ceed the paid-up capital by
Rs 14.16 crores.

Sixty nine projects in the
private corporate sector which
were sanctioned  assistance
during the year included 30
new projects. Seventeen new
projects promoted by new
entrepreneurs and technologists
received  assistance  worth
Rs 5.51 crores. These inclu-
ded hotels, manufacture of
metal products, paper, indus-
trial machinery and accessories,
glass, miscellaneous food pro-
ducts, etc. Six of these projects
are being set up in notified less
developed districts.

Output of LSHS

The production of Low Sul-
phur Heavy Stock (LSHS)
commonly known as Residual
Fuel Qil (RFQ) isexpected to
reaci the level of 1.5 million
tonnes during 1976 as against
1.3 million tonnes in the previ-
ous year and 1 million tonnes
in 1974. LSHS is produced only
in the Indian Oil Corporation’s
refineries at Koyali (Gujarat),
Barauni (Bihar) and Gauhati
(Assam), where indigenous
crude is processed. Increase in
LSHS production has been
primarily due to enhanced
availability of indigenous
crude. With the processing of
Bombay high crude, produc-
tion of LSHS is expected to
continue to increase from year
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to year. The main consumers
of LSHS have been the ther-
mal power plants such as Tata
Electric Company, Trombay,
Ahmedabad  Electric Com-
pany, Ahmedabad, Dhu-
varan power house of Guja-
rat  Electricity Board and
Barauni Thermal Power Sta-
tion. Among the steel plants
TISCO has been the main con-
sumer of LSHS in the past.
Recently, however, Durgapur
and Rourkela steel plants have
also started using LSHS. In the
coming years, the Fuel Oil
based fertilizer plants would
also use LSHS as feed stock.

In line with the government’s
policy to discourage the use
of oil as a fuel, thermal power
stations, particularly Trombay,
Ahmedabad and Barauni, using
LSHS have now switched over
partly orfully to coal. With the
increased availability of LSHS
on the one hand and depressed
consumption of the product
by thermal power stations, a
temporary problem of disposal
of LSHS arose which is now
being tackled by finding non-
traditional consumers for
Residual Fuel Qil. At the same
time existing consumers like
the Dhuvaran and Trombay
Power G5tations are being per-
suaded to continue their intake
of LSHS at the current rate,
In addition, other power sta-
tions such as Patratu and
Obra, are being advised to use
LSHS as secondary fuel in place
of Furnace Oil or Light Diese]
Oil. Also, the Durgapur and
Rourkela steel plants in the
eastern Sector have been per-
suaded to use LSHS in place
of Furnace Oil. The Gujarat
State Fertiliser Company and
the 1Indian  Petrochemicals
Corporation, Baroda as well ag
the Indian Farmers Fertilisers
Cooperative Limited at Kalol
have been switched over from

Furnace Oil to LSHS. A
number of other industries in
and around Baroda and
Ahmedabad have also agreed to
use LSHS.

Mining Delegation to
ESCAP

A six-man delegation led by
Mr S.K. Mukherji, Additional
Secretary, Department of
Mines, Ministry of Steel and
Mines, attended the third ses-
sion of the Committee on
Natural Resources of the
United Nations Economic and
Social Commission for Asia
and the Pacific (ESCAP), which
was held in Bangkok from
September 21 to 27, 1976. This
session of the Committee on
Natural  Resources dealt
mainly with mineral resources.
The Committee reviewed plans
and progress of member coun-
tries in the appraisal, develop-
ment and management of
mineral resources. It also con-
sidered the trends in govern-
ment management for mineral
exploration and development.
The agenda also included the
Regional Mineral Resources
Development Centre and South
East Asia Tin Research and
Development Centre and pro-
gramme of work and priorities
for 1976-77 and 1978-79 in the
context ‘of mid-term plan for
1978-81.  The first session,
in 1974, considered water as
its main topic and the second
session last year dealt primarily
with  Energy. Apart from
Mt  Mukherji, the delega-
tion included; Mr SXK. Bose,
Joint Secretary, Department of
Coal; Mr S.C. Chakravarti,
Deputy  Director  General,
Geological Survey of India;
Mr K.S. Mahapatra, Chair-
man-cum-Managing Director
of Mineral Exploration Cor-
poration: Mr G. Ghosh,
Deputy Secretary, Department
of Mines and Mr T K. Ghosh,
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Senior Research Officer, Plan-
ning Commssion.

Foodgrains Qutput in
Developing World

The gap between domestic
production of foodgrains and)
demand in developing countriafg}
might be of the order of 77
million tonnes by 1985. Mak-
ing this projection, the annual
report of the World Bank pub-
lished recently stated that un-
less the domestic output of
food increases more rapidly in
the next decade, it is possible
many food deficit developing
countries in South Asia and
Africa may have to spend up
to 30 per cent of their export
earnings on food imports. The
report stresses the importance
of increasing food production
as the most rational way of
meeting the bulk of future
food requirements. The main
reliance hasto be on increas-
ing yields.

Bread Prices Reduced

Bread price in Delhi has
been reduced. While a 400-gm
standard loaf now costs five
paise less, the 800-gm pack is
lower by 10 paise. The Delhi
administration has also de-
cided to reduce further the
prices of of maida and suji by
by 17 paise and 4 paise, res-
pectively.

Namesin the News

Mr Raunaq Singh has been
elected as the president of the
Federation of Indian Export
Organisations. He represents
Punjab, Haryana and Delhi
Chamber of Commerce & In-
dustry, New Delhi. Mr J{
Goenka, representing Indian
Jute Mills Association, Cal-
cutta, has been elected as the
vice-president.
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COMPANY MEETINGS

Speech deliv
16th Annual

SESHASAYEE PAPER AND BOARDS LTD.

Registered Office: Pallipalayam, Cauvery R.S.P.O., Salem District.

ered by Sri.v S. NarayanasWamy, Chairman, at the _
General Meeting of the Company on 27th September 1976.

I have great pleasure in ex-
fending to all of you a most
cordial welcome on the occa-
sion of the 16th Annual
General Meeting of the
Company. The Report and
Audited Accounts of the
Company for the year ended
31st March 1976 have already
bzen circulated and I dare say
you have perused them with
some interest. I request your
Permission to take them as
read.

The year 1975-76 has been
one of considerable stress and
Strain for the paper indus-
try. The Industry has had to
battle on more than one front.
Perhaps, the biggest problem
faced by the Industry is the
continuing escalation in all the
Ingredients of cost, starting
&Eﬂ primary raw materials,

er and fuel costs, no less
the cost of diverse chemical
and other inputs. The Industry
Seems to be reaching a point
Where these developments are
beginning to challenge viabi-

Ity of operations. On the
other side, the Industry is
compelled by the Central
Government to supply 30 per
cent of its total production at
a fixed price of Rs 2750/- per
tonne to the‘‘preferred sector”,
which s substantially below
the current ex-factory cost of
production of paper. There
028 not appear to be much
logic jn_ any Industry being
called upon to sell its output
Or any part thereof at below
st price. However, it is only
3t to add that this “levy
?nce was fixed long before
T }f Costs started escalating.
b ¢ time seems therefore, to be
un d;for the Government to
the Irtake a review both of
cent €vy price and of the per-
p ag;:aof the tc;tal ouflpuﬁ of

per mills, which 1s
Iées?d for consumption by the
ent agencies and the

BASTERN BCONOMISTST

educational sector. It is evi-
dent from the consumption
pattern of last year that the
“preferred sector” could do
with substantially less paper
thanis indicated by the pre-
sent 30 per cent stipulation.
Considering the all round
economy drive undertaken by
the Government in all sectors
of departmental consumption,
there seems to be some scope
for reduction in the guantum
of paper they require to be
supplied at the levy price.
Shareholders are no doubt
aware of the general state of
the open market in paper.
There is no official price con-
trol in respect of paper, ex-
cept tothe extent of the levy
price and the quantum levied.
In the absence of any statutory
price control, the mills are free
to sell the residual 70 per cent
of paper at prices regulated
by the Law of Supply and
Demand. The year 1975-76 has
been a year of considerable
depression in the open market
price of paper. In any case, 10
the overall picture, the prices
of the popular varieties of
paper have not beeq such, as
to compensate the mills reason-
ably for the loss incurred by
them on the supply of levy
paper. The current ex-factory
cost of production of the
commoner variety in our mill
is around Rs 3200/ per tonne.
On the consumption side the
compensation factor has begun
to shrink alarmingly. This
trend can be reversed either by
a reduction in the cost of pro-
duction or through enlarged
demand for paper at higher
prices. However, the excessive
inventories with a large num-
ber of up-country mills and
their aggressive effort to mar-
ket the paper at what can only
be regarded as distress prices,
have considerably dexx}orahsed
the consumer market in paper.

This has placed the paper dea-
lerin a rather unhappy and
perplexed position,

It is true that during the
long phase of paper shortage,
the paper dealers asked for
steady supplies from the mills
against their clients’ demands.
They were unhappy when such
supplies were not forthcoming
as scheduled and when price
levels were on the increase.
Curiously, today, not only has
the poosition been reversed as
to supplies, but paper dealers
are far more unhappy at mills’
propensity to let down their
prices too frequently. There is
a strong disinclination on the
part of the paper dealers to
make commitments, because
they feel that they have not
seen the last of the price-drops
announced by the paper mills.
There is a strong tendency on
their part to keep minimal in-
ventories and to take supplies
on the basis of specific consu-
mer jndents. This, in turn,
has backfired in accumulations
and large inventories with
many mills. It is well known
that the current bank interest
rates are not exactly an in-
centive to either the Industry
or the Trade to retain large
inventories. This seems to
have resulted in very militant
competition among many
mills to dump paper on the
market at uneconomic prices.

However, the latest trends
show some reversal of this
tendency and there is every
reason to believe this pheno-
menon of glut in the paper
market will be short-lived.
With the lifting of the ban on
export of paper, the situation
is likely to improve further.
There is a general economic
revival in world markets like
the U.S. and, in particular, in
the EEC countries, resulting
in considerable offtake of
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Indian goods of all descrip-
tion in the last few weeks. I
have little doubt that very soon
India will be in a position to
export substantial quantities
of paper, without hurting the
Indian consumption demands.
It is, therefore, time for the
Government to consider revis-
ing the present formula for
export of paper by the pro-
ducing mills.

I made some observations
last year on the position of
raw materials supply and, in
particular, referred to the
system of auctioning of forest
produce. With the larger
absorption of forest produce
by many sectors, this question
deserves urgent attention at
the hands of the State Govern-
ment. We have in this State
three paper mills and one Vis-
cose rayon mill, which absorbh
bamboo and pulpable wood in
sizeable quantities. The State
Government derives consider-
able revenue from the sale of
the manufactured paper and
man-made fibres  through
direct Salestax accruals and
indirect revenue through shar-
ing of excise duties paid by the
Industries with the Centre,
The State Government has
therefore, good reason to effect
supplies of bamboo and pulp-
able wood in required quanti-
ties at reasonable price to
these mills on a priority basis
before they embark ~ upon
auctioning of the forest pro-
duce or diverting them to out-
lying States by reason of im-
mediate price advantage, parti-
cularly, when supplies of pulp-
able wood are as limited as
they are in our State. It is
therefore, a matter of common
anxiety that the Government
should take a comprehensive
view of the benefits derived
from keeping all the mills in
the State operating at optimum
levels, from the point of view
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of goods produced, revenue
derived, infra-structure facili-
ties utilised and employment
sustained. A short-term view
of gainful saleability of forest
produce seems to be contra-
indicated by the supply situa-
tion in the State.

I bhad occasion to refer to
the afforestation programmes
in my last year’s address be-
fore you. We, in the Paper In-
dustry, are more than ever con-
vinced that efficient and speedy
afforestation can be undertaken
on a realistic scale only through
the joint efforts of the Paper
Industry and Government,
with the former taking an active
part in giving guidance to such
a programme and the Govern-
ment allocating the required
blocks of lands for the pur-
pose to the industry and pro-
viding a part of the resources
required for launching such
an afforestation programmie.

In this context, I welcome
the efforts of the Tamilnadu
Forest Plantation Corporation
which has undertaken growing
eucalyptus and other planta-
tions on a commercial basis. I
wish the Corporation all
strength at the elbow. It is,
however, clear that the resour-
cesat the disposal of the
Government, which are re-
quired for very many priority
purposes, may not in the long
run be adequate for underta-
king commercial afforestation
on the scale required by the
paper and man-made fibre
industries. It is for this reason
that I still plead for a joint
effort by the industry and the
Government through a long-
term lease of the required lands
inan appropriate forest area,
to the industrial units to grow
their own pulpable varieties of
wood. I say this particularly
because the paper industry
seems to be entering upona
new phase, when it can no
more depend on unspecified
sources for its requirements of
primary raw materials, any
more than the sugar industry
can for instance, depend on
unspecified sources for its re-
quirements of sugarcane.

I am sure shareholders
would like to know the prog-
ress we have made with our
scheme for expanding our
installed capacity from 35,000
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tonnes to 55,000 tonnés per
annum. You will be glad
to know that orders have been
placed for all our require-
ments of plant and machinery,
both inside and outside the
country. Supplies are expected
to flow onwards of November
this year. The main paper ma-
chine is expected to be ready
early in 1978 and with some
luck, the additional capacities
will have gone into stream by
the middle of 1978.

In this context, I wish to say
that the institutions and banks,
which readilycame to our assis-
tance in providing the required
term-loan assistance for the
expansion, helped us to comp-
lete the documentary formali-
ties in record time and also
made advance funds available
to us, enabling us to place
orders for plant and machinery
without much loss of time. As
shareholders are aware, the
expansion is expected to cost
Rs 20 crores on the outer side,
of which Rs 15crores are being
borrowed from five financial
institutions and six nationalised
banks while Rs 4 crores are to
be found by internal cash gene-
ration. Your Board of Direc-
tors have undertaken to find
the balance of Rs 1 crore that
may be required towards the
closing stage of the expan-
tion project by issue of 119
Preference shares, in respect
of which underwriting arrange-
ments have been already fina-
lised with institutions.

Coming to the performance
of the Company during the
year under review, you will
have noticed from the Report
that our production has been
maintained at the level of the
previous year. A major event
of the year was, of course, the
issue of Bonus Shares at the
rate of one bonus share for
every two shares held, by
capitalisation of Reserves. I am
glad to state that our taxable
profits permit of our recom-
mending distribution of Equity
Dividend at 129, on the enhan-
ced capital and recommend
transfer of a little over Rs 22
lakhs to the General and Statu-
tory Reserves.

I am equally happy that the
question of tax liability on
amounts transferred to Develop-
ment Rebate Reserve in earlier

years is no more a Damocles
Sword and has been settled by
the decision: of the Courts and
by the directives issued by the
Central Board of Direct Taxes.

I cannot conclude this speech
without reference to the re-
markable manner in which our
Managing Director, Mr. S
Viswanathan, handled the prob-
lems of expansion, both as
regards funds that needed to
be mobilised and in regard to
placement of domestic and ex-
ternal orders. I must express
my deep thanks to the all-India
financing institutions and the
six nationalised banks for the
speedy decisions they took on
our loan applications and for
making interim funds available
to us that facilita’ed timely
placement of orders on sup-
pliers of machinery. I wish to
convey my grateful thanks and
also those of my Board of
Directors to the Government

of Tamilnadu for their unstin-
ted co-operation at all stages.
I must particularly convey my
appreciation to the General
Manager, Mr. N. Padmana-
bhan, the Deputy General
Manager, Mr. N. Ravindra-
nathan, the Secretary, Mg
K.V. Ramaswamy and th
talented team of devoted engi-
neers and technijcal staff for
the exceptional strains they
have undergone in connection
with the expansion project.

I must also thank all ranks
of staff and labour for the
splendid work they have put in
during a year, not wholly de-
void of problems.

I thank you for your kind
forbearance. I now move for

adoption of the report and Ac-
counts.

(Note :

to be a record of the proceedings
of the Annual General Meet-
ings).

This does not erport '

Commission of Inquiry on Large Industrial Hou“gs

Notice of Public Hearing

No. 1 (294)/73-CILIH : The Commission of Inquiry on Large Industrial
Houses will hold a Public Hearing commencing from Monday, the 4th

October, 1976, into mitters under its terms of refe

financial assistance by :—

rence arising out of the

(D) Industrial Finance Corporation of India;

(ii) Industrial Development Bank of India Ltd; and

(iii) Industrial Credit and Investment Corporation of India Ltd; to

(a) Bihar Alloy Steels Ltd; and
(b) High Quality Steels Ltd.,

two concerns im_:luded in the Larger Industrial House of Birla by
the Industrial Licensing Policy Inquiry Committee.

The venue of the hezring is Vigyan Bhavan, New Delhi-11 (Committee

Room ‘C’ from 4.10.1976 onwards, Committee Room ‘B’

from 18.10.1976

onwards, Committee Room ‘C’ from 22.10.1976 onwards and Committee

Room ‘E’ from 27.10.1976 onwards).

The sitting hours will be from

9.30 AM.to1.30 PM. Any subsequent changes becoming necessary i
the venue or sitting hours will be announced or notified at Vigyan Bhavan.

20th September, 1976,
Room No. 301, ‘A’ Wing,
Shastri Bhavan,

New Delhi-110001

A3
By order Eﬁf
V. NATARAJAN
Secretary
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‘India Steamship Co., Ltd.

Address of the Chairman :

Jdelivered at the Annual General Meeting of t

Mr. K. K. Birla

Company on the 27th September, 1976.

GENTLEMEN,

1 have great pleasure in wel-
coming you all to the48th
Annual General Meeting of
your Company.

Before 1 proceed with my
Observations, I would like to
Place on record our deep sense
of sorrow at the passing away
of Sir A. Ramaswami Mudaliar,
former Chairman of your Com-
pany.

Sir Ramaswami was a domi-
nant figure in Indian public

Zw

Mr. K. K. Birla

life and was an educationist of
tepute. He was a doyen and a
leading light in Indian Ship-
ping ever since he took over
the Chairmanship of India
Steamship. It was he who led
your Company into interna-
tional shipping and enabled
the Company, through his
untiring efforts, to carve out a
Place for itself in international
shipping. His persuations and
brilliant advocacy gained for
the Indian Lines’ enftry into
sgveral Shipping Conferences,
g%erning pIndia’s trade. He
provided sagacious leadership
to the Indian shipping indus-
try in general and India Steam-
ship in particular, with his
business acumen and outstand-
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ing ability. Your Company has
sustained an irreparable loss
in the passing away of Sir
Ramaswami.

1 had the good fortune of
striking up his acquaintance
almost forty years ago. In
course of time, the acquain-
tance developed into friendship
and I had the privilege to
enjoy his trust and confidence.
To me, therefore, the loss 18
all the more great.

On behalf of you all and on
my own behalf I offer my
heartfelt condolences to the
members of the bereaved
family.

5. The Directors’ Report and
the Audited Accounts of the
Company for the year ended
31st March, 1976, have been
with you for some time now
and with your permission I
shall take them as read.

3. Atthe last Annual General
Meeting [ dwelt at somé
length, on the unprecedented
crisis that had shadowed the
shipping industry all over the
world as a result of the ex-
traordinary stresses and strains
through which the economies
of the nations were passing. In
retrospect, it now appears that
the intensity of the crisis was
far more vehement than was
initially envisaged.

4. The freight rates in Tramp

trade  remained extremely
depressed and the average
freight realisation worked out
to not more than 30 per cent
of the freight of 1974. The
results were therefore disas-
trous; the world shipping was
struggling for sheer existence
and  large scale laying-up,
scrapping of tonnage, and
cancellations of orders were
resorted to in order to maintain
an equilibrium between the
world demand and the supply
of shipping tonnage. Various

he Shareholders of the

professional experts have re-
viewed the international ship-
ping condition during 1975
and I would prefer torely on
them,

5. Commenting on the state
of freight markets in 1975, one
of the shipping experts, in his
review, stated that the volume
of world sea-borne trade fell
by 8 per cent during the year
whereas the fleet strength in-
creased by 11 per cent. Of the
total world fleet of 548 mil-
lion DWT atthe end of the
year, as much as 105 million
DWT seented to be surplus.
About 45 million DWT of
tanker tonnage was laid up;
slow-steaming reduced the effi-
cient tanker fleet by further
40 million tons and 7 million
tons were awaiting the cargoes.
About 3 million tons DWT of
dry cargo tonnage was laid up
and as much as 10 million
DWT was tied wup in the
congested ports of the Middle
East, West Asian Gulf and
Nigeria. The freight markets
showed no general signs of
real improvement in 1975—
certainly not for tankers and
larger bulk carriers, while
freight rates for small bulk
carriers, general cargo and
specialised vessels declined
from the reasonable levels
attained earlier in the year.

The tanker freight market
passed through an unpreceden-
ted crisis taking into account
even the early 1930s. Practi-
cally, all fixtures were below
break-even rates and often not
even covered bunker and Port
Charges. A report published
in the Fairplay International
of 10th June, 1976 states:
“very few Shipowners can be
unaware of the four basic
figures which control the den-
sity of the gloom surrounding
the tanker market. These are
(a) the capacity of world tanker
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fleet now at 291.43 million
DWT, (b) cancellations cur-
rently at 252 vessels represent-

"ing 56 million DWT, (c) laid

up vessels numbering 489 with
an aggregate of 50.85 million
DWT and (d) vessels for scrap-
ping at 149 totalling 5.14 mil-
lion DWT”’. The report adds
“several tanker owners fecl
that the survival at present is
very much a strength of nerve,
the pressures to withdraw from
the business increasing daily
with a corresponding decrease
in the chances of survival”. I
may add that these apprehen-
sions were not completely un-
founded. According to reports
recently published in Lloyds
List, at least four shipping
Companies are in the process
of being wound up.

6. Commenting on the Dry
Cargo Market, another Report
says that “With the ex-
ceptions of car transport, the
Dry Cargo Market has been
forced down under to owners’
break-even levels. The Steel
Industry, which is highly vul-
nerablein the face of economic
changes, has been very badly
hit in 1975. One reason why,
in spite of everything, the Dry
Cargo Market has not weaken-
ed further is the USSR’s vast
grain purchases and heavy port
congestions in Nigeria and the
Middle East. The purchasing
and Sales Sector has been
marked by tumbling tanker
prices; large bulk carriers have
also fallen steeply in value.”

7. Scrapping of shipping
tonnages and more particularly
tanker tonnages is being main-
tained at a high level but the
ship breakers are finding it
increasingly difficult to locate
buyers of the precessed scrap
at  economic prices. Other
important features of the
Industry were the record growth
of world merchant shipping
tonnage (63.3 million DWT)
during 1975; the lowest lavel
of the order-book in regard to
world shipbuilding (26 million
DWT) since 1964 and the pro-
pensity for conversion of big-
ger sized tanker contracts into
bulk carriers culminating in
the cancellation of orders for
bulkers.

8. It would thus be seen that
the impact of the depression
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was deeprooted and all perva-
sive. Practically, none of the

spheres of the Shipping Indus-

try could avoid being hit by
the slump to a greater or lesser
extent, and the Indian Shipping
Companies were no exception
in this respect.

9. The gloom is however not
expected to last long and some
of the London based Shipbro-
kers feel that Shipowners have
to wait until the later part of
the current year for signs of
revival. If laid up tonnage was
any indication, the situation
continued to deteriorate at
least till the beginning of
April, 1976. Thereafter, the
situation appeared to have
changed slightly for the better,

mined in relation to a basket
of currencies. Since delinking,
the rupee value vis-a-vis the
Pound Sterlinghas been revised
upwards many times.

12. Such were the state of
international trade and ship-
ping during 1975 and naturally
your Company could not be
an exception in avoiding the
impact. However, your fleet,
having been engaged partly in
liner trades, was not affected
to the same extent as the lines
operating solely in the tramp
market. As a result ofthe
expansion programme under-
taken by the company, its
tonnage had gone up anda
part of this had to be kept em-
ployed even at very depressed

Tonnage laid-up

—

As on the first Total Tanker Dry Cargo Ships
day of —
Number Number Number
Million Million Million
GRT DWT GRT

March 76 714 288 532 516 182 1.9
April ’76 753 29.3 544 522 209 20
May ’76 735  28.0 529 510 206 2.1
June °76 706 27.1 513 49.0 193 1.8

10. The Economy of the Uni-
edt States has taken long strides
towards recovery and that of
Japan too seems to be follow-
ing suit. The West German
Economy, which did not ex-
perience the stress to the same
extent as the economies of
other developed nations, is
appearing to be fast improving
and all these may be indicative
of at least a moderate revival
in international trade in the
not too distant future.

11. The international mone-
tary situation continued to be
fluid and the currencies of most
of the advanced nations were
floating. However, the U.S.
Dollar has regained much of
its lost ground and is showing
signs of strength for quite some
time now. The Pound Sterling
has weakened considerably and
the Indian Rupee, which was
linked to Pound Sterling, was
also declining in its value
along with the Pound Sterling.
Consequently, the Indian
Rupee was delinked from the
Pound Sterling andits inter-
national value is now deter-
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freight rates with a view to
cutting down the losses. Fur-
thermore, due to the world-
wide trade depression, the
volume of cargo carried in the
main liner trades in which your
Company is operating, has also
shrunk.

13. According to available
estimates, the volume of U.K.
Continental Conference trade
has declired by about 33 per
cent during 1975. Similarly, in
the Indo-Soviet bilateral trade,
in which your Company is a
partner, the overall volume of
trade, more particularly in the
Eastbound  direction, has
suffered considerably  due
mainly to the reduction in the
imports of fertilizers.

14. Turning our attention to
the Indian Economy it is satis-
factory to note that throughout
1975 prices have continually
declined. At the end of the
year, the index of wholesale
prices was substantially lower
than the index at the end of
September, 1974. This success
in controlling inflation is un-
paralleled in the recent history

of any nation that was afflicted
by inflationary pressures. It is
to be noted that the success in
this field has also been accom-
panied by an improvement in
the public distribution system
in respect of essential commo-
dities. The Khariff Crop has
also been excellent, and this
has further enabled to maintajn
the price-line at a reasonable
level. Although the onset of
the Monsoon this year has
been slightly delayed, it has
been fairly widespread all over
the country leading us to anti-
cipate another bumper har-
vest.

15. The Prospects of our
industrial growth have consi-
derably brightened, during the
year. The attainments already
witnessed in the core sectors
of the industry provide hopes
for a substantial rate of indus-
trial growth in the coming
years. The public sector has
now emerged as the leading
sector in the industry. In fiscal
terms, the growth rate of public
sector output was of the order
of 15 per cent during April/
October 1975, over the corres-
ponding period of the last year.
Many public sector under-
takings including steel, coal,
fertilizers and electricity have
shown a substantial increase in
output and this is likely to help
in maintaining the rate of
growth of overall industrial
production.

16. Reverting to the affairs
of your Company, I would like
to draw your attention to the
working results achieved during
the year. While reviewing the
same, I hope, you will also
please bear in mind the inter-
national shipping condition
during 1975 which has just
been detailed. You will please
note that in spite of freight
earnings etc. having gone up
by about Rs. 4.5 crores, the
working results obtained during
the year, although much better
than that ot 1973-74, have come
down considerably from that
of the last financial year. You
will recall that 1974-75 was
an exceptionally good year

in the recent history of the
shipping industry and this
should not therefore be consi-
dered as a yardstick for asses-
sing the results. The compara-
tive results for the years 1973-
74, 1974-75 and 1975-76 are
given below:

17. The effective number of
ships employed during the yea
was higher by 4.2 due to fth
increase in the fleet strength of
your company. Furthermore
as a result of taking a shorter
route to the Western Ports via
Suez Canal, for the better part
of the year,a greater number
of voyages could be completed
by a ship. This has resulted in
increased availability of effec-
tive tonnages which had to be
kept employed in the absolutely
depressed Charter Market at
almost 309 of the 1974 freight
level, with a view to cutting
down the losses. Besides, the
earning potential of the ships
had suffered due to the inordi-
nate delays encountered at
Black Sea ports and ballasting
from place to place in search
of cargoes. The average carry-
ings per voyage has also come
down considerably due to lack
of adequate cargoes which in
its turn has also affected the
rate of earnings. In short,
although the absolute amougy,
of freight that was earnés
during the year was higher, the
rate of per diem earnings of a
ship, which is a more realistic
indicator of performance, has
come down very considerably
from Rs. 48,000/-to Rs.
44,300/-, i.e. by about Rs.
3,800/-per day.

18. The operating expenses
on the other hand continued
to increase, more particularly
at foreign ports, due to infla-
tionary pressures that contl-
nued to afflict the economies
of many countries. Conse-
quently, the rate of per diem
expenditure per ship (before
charging depreciation aad 1n-
terest on loans) was higher
during the year by almost RS.
1,700/-. The net effect of
both the above factors was a
decline in the rate of profit-

Gross Profit (Lakh Rs.)
Net Profit (Lakh Rs.)

1973-74  1974-75
509 1059 785
329 - 809 411
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When the Charter

19755@

ability by Rs. 5,465/- per day,
as indicated below.

cargoes and ballasting in search
of cargoes—the current lot of

—————

Rate of earning per ship per day

Rate of expenses (excluding dep-

feciation and interest on loan)
per ship per day

Margin of operating Profit per
ship per day

IN RUPEES

———— e —

1974/75 1975/76 Difference

- ————— e e

e e et
T e et e e e e e e e

48,071 44,308 —3,763
30,021 31,723 41,702
18,050 12,585 —5,465

e A e

19. The expansion of fleet,
financed mainly by raising loan
from Foreign Banks, against
Guarantees  of nationalised
Indian Banks, has resulted in
an additional expenditure by
way of interest, and the de-
Preciation has also to be writ-

. ten off on the increased value

of the fleet. Consequently,
the rate of decline in the Net
rofit has been much more

pronounced than in the Gross
rofit,

20. Before turning to the
Several aspects of the policy

governing the growth of the

Shipping Industry in India, I
would draw your attention to
the working “of the Company
d Ing the current year, To
t it frankly the prospects
appear to the bleak despite all
bossible endeavours on the
part of the Management to cut
down the costs. As you are
all aware, the Company’s
accounts are based on voyages
Completed by the fleet during
" ¢ financial year. According-
.¥> atleast a part of the voyages
ncluded in the last financial
year were undertaken at a time
Market,
although  showing signs of
:’{léakness, had not crashed. But
I3 benefit would nof be
available during the current
t.eal‘ when the charter opera-
1008 had to be undertaken at
€ extremely depressed market
onditions; in fact, the charter
Yoyages completed so far have
en at lower than break-even
Point, Besides, delays at the
w2k Sea ports, although show-
conr S180s of slight improvement
Sontmue to be considerable and
suge of the voyages have also
¢ ered inordinate delays at
Wi?h Egyptian ports. Sailing
‘vacant space, waiting for
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the shipping industry have all
been on the increase. Begrdes,
the Company will require 2
larger amount towards payment
of interest on loans and the
depreciation on the fleet will
also be higher. The impact of
all these factors on the work-
ing results of the Company
could only be adverse. The
Management is, qf course,
trying to exercise strictest con-
trol over the expenditure but
as you are all aware, shipping
costs are mostly such that they
have to be incurred.

21. Speculation had been
rife for sometime, whether or
not the target set for the ship-
ping tonnage for the fifth Five
Year Plan viz., 8.6 million
GRT with | million GRT on
order, would be scaled 'down
on account of the dn_ﬁicplt
situation faced by the Shipping
Industry. It is now confirmed
from Newspaper Reports that
the target would be lowg:red to
about 7 million GRT with 0.8
million GRT on order, in viewW
of the anticipated shortfali in
the sea-borne trade by
million tons from 120 million
tons estimated earlier. The
operative tonnage at the bch'n-1
ning of the current financia
year was 4.72 milllon GRT and
the tonnage on order Wwas
about 0.87 million GRT.
Therefore, the addgtlonal ton-
nage to be acquired by the
end of the Fifth Plan, for
achieving the revised target,
would work out to 1.41 mil-
lion GRT. e target in

22. Naturally. the targ
respect of the shipping indus-
try is to be set after taking
into consideration the various
factors like trade moyement,
other national priorities ant
the financial constraimts. Bu

TIwould like to mention that
the cost of acquiring ships is
possibly the cheapest at the

moment and that we are lag- -

ging far behind in our aim to
carry 509 of the national
cargo in national bottoms.

23. I would join the inves-
tors in the India to hail the
Government’s decision to re-
peal the provisions of the
Companies (Temporary Res-
trictions on Dividends) Act,
1974, whereby a ceiling was
imposed on the amount of
dividends payable. This deci-
sion would go a long way in
creating the necessary confi-
dence inthe minds of the in-
vestors.

24. Shipping Industry In
India would welcome the
scheme of the Investment Allo-
wance which has been intro-
duced in the last Finance Act

-in respect of certain priority

industries including shipping,
replacing the existing scheme
of initial depreciation. The
Investment Allowance will be
@ 25% of the cost of ships
acquired after 3lIst March
1976, The deduction on
account of Investment Allow-
ance will not beallowed unless
509, of the amount is credited
to a special Reserve Fund to
be called the Investment Allow-
ance Reserve A/c. This re-
serve will have to be utilised
for acquiring new ships within
a period of 10 years and during
the Interim period it cannot be
utilised for distribution by way
of dividend or profits or
for remittances outside India
as profits or for the creation
of any asset outside India,
failing which the rebate would
stand disallowed. Urder the
Development Rebate Scheme
too, the reserves creatcd could
not be utilised for deciaring
dividends etc. but it could be
written back into General Re-
serve after 8 years. The other
provisions relating to the In-
vestment  Allowance, like
carry forward of unabsorbed
amount for a pericd of 8 years
withdrawal of the allowance in
certain cases etc. are broadly
on similar lines as those in the
scheme of Development Rebate.
For the purpose of this allow-
ance, second-hand ships would
be treated as new ships, if the

-conditions specified in relation
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to initial depreciation are ful-
filled.

25. The scheme of initial de-
preciation, which was introduc-
ed in lieu of Development Re-
bate, conferred only the bene-
fit of deferred taxation to the
shipowners and was in no way
a substitute for Development
rebate. Hence the new conces-
sion which is on similar lines
with Development Rebate will
go a long way in mitigating the
shipowners’ problems of find-
ing out resourses for acquisi-
tion of ships. However, I must
stress that shipping had always
received a preferential treat-
ment in the matter of Develop-
ment Rebates (40°; as against
257 to other industries), and
I would accordingly urge the
Finance Minjster that the ship-
ping Industry has a strong
case for enjoying the Invest-
ment Allowance at 409/ of the
cost of the ships on the ana-
logy of the carlicr Develop-
ment Rebate grant. It would
also greatly assist the com-
panies if they are allowed to
write back the Investment
Allowance to General Reserves
after the expiry of 10 years. 1
must emphasis here that
newer and smaller Shipping
companies and even some of
the the larger ones with heavy
repayment liabilities might find
it almost impossible to comply
with the qualifying conditions
that the Reserve must be uti-
lised within 10 years for the
purchase of additional tonnage.
The carry-forward period of 8
years should commence from
theyear in which the benefit
is availed of It would
otherwise, be difficult for some
ofthe companies to avail of
the benefit because of the pre.
sent depressed conditions of
the freight market and the
heavy backlog of unabsorbed
Development Rebate on past
acquisitions. Such a rearrang.
ment in the scheme of Invest-
ment Allowance would greatly
assist the growth of the ship-
ping companies since they are
otherwise likely to lose the
benefits on account of their in-
adequa'e current earnings.

26. The other  problems
haunting the shipping industry
in India, at the moment, are
In respect of securing adequate
funds for financing their ex-
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pansion programme and the
securities to be provided on
such finance. Indian Shipyards
do not extend deferred credits,
but SDFC loass on more or
less liberal terms are available
for ships to be built in India.
However, the difficulties in
providing security for obtain-
ing such loans, remain to be
resolved. Besides, SDFC does
not provide loans in foreign
exchang: for new building
from abroad or for purchasing
second-hand tonnage, which
is going relatively cheaper at
the moment. The shipping
companies are therefore requi-
red to make these arrange-
ments on the'r own, at not too
liberal terms and conditions,
and itis in this context that
I feel that a fresh look into
the existing arrangements is
perhaps necessary.

27. The condition of provid-
ing adequate szcurity for ob-
taining SDFC/Foreign Ex-
change Loan had rendered the
expansion of tonnage difficult
in the past. We are indeed
grateful to the Government
and more particularly to the
Shipping Ministry for the re-
laxation of the security require-
ments for SDFC loans from
133.1/39% to 1209,. 1In this
connection, the  Govern-
ment had also agreed, in prin-
ciple, to the acceptance of
75Y% of the value of the work-
in-progress as security for the
loans in respzct of ships under
construction in India. This
provision is s'ill under consi-
deration, and I strongly feel
that this should be given im-
mediate effect as othcrwise re-
placement/expansion of ship-
ping tonnage, which is highly
capital intensive, would be-
come more and more difficult
even for the bigger companies.

28. Ttis also strongly felt
that the ship itself should nor-
mally be considered as adequ-
ate security without requiring
any additional assets to be
offered by the loances for the
purpose. It is our earnest
hope and plea that the SDFC
should function more as a libe-
ral, development oriented fin-
ancing agency, allowing suit-
able relaxation in the collate-
ral requirements and other
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formalities that the commer-
cial lenders would strictly in-
sist upon.

29. Last year, I made a
mention of the problems faced
by the shipping companies in
respect of their floating staff.
I am happy to note that the
Government has examined
these problems. Consequently,
the period of training for both
the engineering and the deck
Cadets have been reduced by
raising the age-limit and
Ievel of qualification at entry.
This would of course increase
the availability of trained
personnel; but meanwhile, the
exodus continues and this lea-
ves one to wonder whether or
not some form of legislative
measures would be necessary
to put an end to this problem.

30. Thesz were some of the
major problems of the Indian
Shipping wh'ch had affected
and will continue to affect the
Shipping Industry in India,
unless immediate remedial
measures are taken. I will now
draw your attention to the
following two major develop-
m-nts in the international ship-
ping field, wher: your Com-
pany’s interests are involved,

31. A new approach t>wards
the established liner confer-
ences is now diicernible
amongst the socialist countries.
The Polish QOcean Line, with
whom the three Indian liner
companies are operating a bila-
teral shipping service belween
India and Poland, has joined
the India/U.K./ Continental
Conference and the Indo-Polish
trade has also been brought
within the purview of Confer-
eace Pooling arrangements by
conceding 209 share to the
Third Flag countries. The Soviet
Union has also recently shown
some interest in getting admit-
ted to the U.K./Continental
Conference and discussion in
this regard is pogressing. It
may be recallod in this con-
nection that the DSR-—the
German Democratic Republic
shipping line had joined the
U.K./Continental Conference
some six years ago.

32. A new Shipping Agree-
ment between India and the
Soviet Union has been signed
at New Delhi on 19th July

1976 replacing the earlier
Agreement of 1956. The scope
of this Agreement is broader
and all the Soviet Ports (ex-
cepting those not open to com-
mercial shipping) would now
bs open toIndian ships. Accor-
dingly, Indian member lines of
the Indo-Soviet bilateral ser-
vice may have to think in
terms of opening services to
Russian Baltic and the Far
Eastern Ports. Besides, India’s
right of participation in USSR’s
third country trade has also
been accepted in principle.

33. T would now draw your
attention to a few more events
which are of some importance
to Indian Shipping. Some
hopeful progress was made re-
cently in establishing a Regio-
nal Shipping Conference of the
South and South-East Asian
Nations with a view to provi-
ding regular shipping services
to the trade in the region. At a
meeting held from 4th to 7th
May, 1976 and attended by the
Represen‘atives of  India,
Malaysia, Maladives, Singa-
pore and Sri Lanka, their
mutual problems were discus-
sed and the idea of forming a
Regional Conference was ac-
cepted in principle. A tentative
outline of the Constitution for
the proposed Regional Confe-
rence has been drafied for fur-
ther consideration.

34. A long fe't nced for
simplifying the rules in regard
to the acquisition of ships, has
recently been fulfilled by the
Government  through  the
appoiatment of an “Acquisition
Committee”. This Committee
is now holding meetings, twice
a month, for cl:aring proposals
for the acquisition of ships.
This has gonea long way in
reducing the inordinate delays
that used te be experienced in
obtaining clearance from the
Government for the purchase
of ships and more particularly,
in the case of second-hand ves-
sels where time is the most
essential factor in the success-
ful conclusion of a purchase.

35. As for the additional
acquisition of your Company,
I am glad to mention that the
third Freedom Type Cargo Li-
ner Vessel, about which I refer-
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red to in the last Annual
General Meeting, has since
been acquired. The Company’s
fleet strength, as on 31st March
1976, stood at 22 vessels aggre-
gating to 206,759 GRT or 291,
472 DWT. This would mean a
very impressive growth rate of

459, in terms of GRT and 55,%

in terms of DWT, over the last
three years.

36. Pursuing a policy of ex-
pansion, the Company has
acquired the Fourth Freedom
Type Cargo Ship of 14800
D.W.T. after the close of the
financial year and has also re-
cently concluded negotiations,
subject to inspection and the
Government’s approval, for
the acquisition of the Fifth
Freedom Type Ship.

37. The second ship ordered
on the Hindustan, Shpyard viz.
“Ind.an Explorer’’ was success-
fully launched on 17th Novem-
ber, 1975 and is expected to
be delivered by the end of
1976. The construction of the
two Pioneer Type ships orgler
red on the Hindustan Sﬁ'ﬁ:
yard, Visakhapatnam is fast
progressing and Keel for both
the ships has been laid. The
Company has signed a Letter
of Intent for two medium
sized Bulk Carriers with one
of the Indian Shipyards, name-
ly GardenReach Workshops.
The Company is also presently
negotiating for a few more
second-hand dry cargo liner
ships.

38. I take this opportunity
tyextend a very hearty wel-
come to Dr. G.S. Dhillon,
Minister of Shipping & Trans-
port, who assumed charge of
the Ministry sometime back. I

have no doubt that the Ingyge

try will benefit much from

active interest, wise guidance
and far-sighted approach to
the very difficult problems cur-
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rently faced by the Shipping
Industry in India.

39. T would like to place on
record my very grateful thanks,
on my own behalf and also on
behalf of you all, to Shri Uma
Shankar Dikshit for the valua-
b}e gtidance that he gave to us

“Ating his tenure of office as
the Minister of Shipping &
Transport, at a most difficult
period in Indian Shipping. I
Would also like to express my
cordial thanks to Shri M.H.
Trivedi the Minister of State
for Transport and Shipping,
for the keen interest that he is
evincing in the cause of the In-
dustry. The Shipping Industry
hope will continue to benefit
from his profound knowledge
of the Industry, and from his
rich €Xxperience. .

40. The Secretary to th
Ministry of Shipping & Trans-
port, Shri M. Ramakrishnayya
and his Officers, and the Direc-
tor General of Shipping and
his office have all rendered us
valuable help with their advice
ang guidance and Iam thankful
t0 ‘them. I am also thankful
to the Shipping Development
Fund Committee for their co-
Operation and assistance.

41.1 am thankful to all the
Officers and Staff of the Com-
Pany, both afloat and ashore,
for the devotion and zeal with
which they have looked after
the affairs of the Company.

42. My thanks are also due
to our Agents, both in India
and abroad, for the care with
which they have attended to
our ships’ requirements in res-
pect of freight as also in seve-
ral other directions.

43. I would sincerely thank
all the Shippers and Brokers,
bth in India and abroad, for
exWending their continued and
firm support to us, in a very
difficult period.

Thank you,
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Save
with
ACe

investment. Linoleum endows your home
with a graceful decor. By retaining its
striking elegance for years, it saves you

%0 much in repair and renovation costs....
you'll need a whole elephant to serve

as a piggy-bank)

Stain-proof, easy to clean and polish,
Linoleum comes in a wide range of colours
and designs. Choose yours.

LINOLEUM

The versatile floor-covering 8 For better living
India Linoleums Ltd.,
P.0. Birlapur, 24 Parganas, West Bengal.
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The Aluminium Industries Ltd.

Chairman’s Statement

Addressing the Thirtieth Annual General Meeting at the Registered Office
of the Company at Kundara on Saturday, the 25th September 1976,
Mr S. Narayanaswamy, Chairman, said :

Gentlemen :

I Have great pleasure in wel-
coming you to this 30th Annyal
General Mezting of the Com-
pany. The Report and Accounts
for the year ended 31st March
1976 have been in your hands
for some little time and I have
no doubt you have had occa-
sion to peruse them with in-
terest. I shall take the Annual
Report and Accounts as read.,

The year 1975-76 has been a
year of decisive recovery for
ALIND in many ways, not

Mr. S. Narayanaswamy

ounly profit-wise but also pro-
duction-wise. The profits be-
fore providing for depreciation
and interest charges amounted
to Rs. 243.38 lakhs, with the
corresponding figure of the
prior year being Rs. 193.97
lakhs. The interest charges
incurred during the year
were substantially higher at
Rs. 114 lakhs against Rs. 96
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lakhs in the preceding year.
This was directly ascribable to
the larger working funds avail-
ed during the year and the
higher rates of interest we
were called upon to pay for
bank funds so utilised. We
achieved a net profit of little
over Rs. 100 lakhs after charg-
ing depreciation amounting to
Rs 28.40 lakhs, I am glad
that from the profits after
making sundry adjustments
and providing the first instal-
ment of the Debenture Sinking
Fund, it has been possible for
your Board to recommend pay-
ment of preference dividend in-
cluding the one due for the
year under review totalling
eight years. The distribution
of the preference dividend in-
volves a sum of Rs. 61.39 lakhs
and your Board was happy to
announce an Equity dividend
of 8%; which absorbs Rs 21.59
lakhs. With the backlog of
preference dividend so one-
rous, it was not possible to
improveon the rate of Equity
dividend during the year, with-
out making too massive ga
draught on our working funds
and dislocating our ways and
means,

Your Board was deeply con-
scious of what Equity Share.
holders have gone without for
so long a period. However,
such massive payments are a
non-recurring item next year,
It is my hope that we should
therefore be able to pay the
Equity shareholders a better
dividend in the coming year.
Shareholders will be glad to
know that our earnings for
1975-76 do not attract any tax
liability, an ‘advantage which

will continue to accrue during
the current year also. Such
performance  was possible
mainly as a result of our in-
creased sales during the vyear
amounting to Rs. 1884 lakhs
compared to Rs. 1130 lakhs in
the previous year, which is in
accordance to the expectations
spelt out in my speech last year.
May I say this is the direct re-
sult of our not being bedevil-
led by power shortage or Elec-
tricity Boards being hampered
for want of fands. Exports
during
149 lakhs. Increased cost of
indigenous aluminium metal

in the country has reduced our

competitive capacity abroad.
The one major advantage we
had earlier was the low price
of the metal in the Indian mar-
ket. However, external metal

prices are showing an upward’

trend and there is every hope

that this might restore for us'

at leastin part the advantage
that we had in prior years.
This should help us to improve
our export performance.

Conductor Division

There was a substantial im-
provement in the output and
sale of Bare conductors during.
the year which improved to.
8620 MT from 5760 MT in the:
previous year. This must be
put down in the main to easjer
procurability of all the major
items like aluminium, steel,
zinc and PVC. I am glad to
testify to the healthy continu-
ance of material availability
during the current year. The
Increase in the price of elec-
trolytic aluminium metal by
about 55%, to which I made a
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the year totalled Rs.

reference last year, has not
eroded the profitability of our
Conductor Division’s opera-
tions, as most of our contracts
with Electricity Boards and
Project authorities are covered

by suitable price escalation
clauses, However high priced
metal meant considerably

heavier working capital. Dug-
1ng the year we have had

handle a larger volume of raw
material at approximately 55 %
higher prices—and this was a
problem, in the solution of
which our Bankers have shown
deep understanding, by extend-
ing the larger credit facilities
needed by the Company. We
have at the same time, done
appropriate belt-tightening by
keeping our inventories at
minimum levels, in order to
obviate wasteful bank charges.
I am glad to say that the Con-
ductor Division contributed

massively to our year’s profit-
ability.

Steel Products Division

As shareholders are aware,
we have doubled the installed
capacity of our unit, but this
Division was able to increase
output during the year only
marginally, as we had to re-
gulate production to the re-
quirement of a market over-
come by the general rece
1n demand for steel wire, T am
happy to announce that .this
Division has started manufac-
turing special steel wire pro-
ducts like armour wire, spring
steel wire and umbrella rib
wire, over and above our own
captive requirements of ACSR
core wire and the already esta-
blished lines of production
such as PC wire and earth
wire. Reports from the Engi-
neering Industries indicate an
improvement in demand and
there are indications of an im-
provement  in the ranges for
Steel wire, such as we are in . a
position to offer. I have rea-
son to hope for further impro-
vement in the activities of this
Division with the speedier lift-
Ing of recessionary conditions-

Machinery Division

_ The turnover from this DRt
Slon was marginally better at
Rs. 135 lakhs from Rs. 110
lakhs of the preceding year.
The Division has been able to
maintain operations at improv-
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ed levels mainly through under-
taking jobbing work from sis-
ter engineering industries, We
have also improved our out-
put through the installation of
additional balancing equip-
ment. You are all aware of the
e;giemely difficult conditions
that have been obtaining in the
capital market for plant and
machinery in the last two years,
with several cable units work-
ingat disturbingly below in-
stalled capacity, Replacement
Tequirements as well as plans to
instal additional capacity were
held over in many cases for
want of finance. In spite of
many handicaps, here again I
$¢¢ some improvement in the
market conditions which should
result in a larger flow of orders
t0 our Machinery Division.
Since the close of the year, we
have received Government’s
approval for diversification of
the production of this Divi-
sion, which enables us to go
into manufacture of Coal
Handling and Beneficiation
equipment and specialised
tyP2s of wire working machi-
nery.

Switchgear Division

There was a substantial in-
crease in the turnover of this
Division to Rs. 226 lakhs from
Rs. 84 lakhs in the previous
year. Butthe profit margins
here have not been as good as
expected. Thus the contribu-
tion to the profits was not pro-
portionate to the increase in
turnover, The current pattern
of the order book is such as
must enlarge the Division’s
contribution of profits. ALIND
has reached an agreement with
its Collaborators Messrs Delle-
Alsthom of France for manu-
fagture of Static Relays. Gov-
eftifient of India have approv-
ed our foreign collaboration
agreement with Delles in res-
pect of higher ranges of Swit-
chgear namely 132 Vk & 220
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kV. This includes a licence
for the manufacture of Sulphur
Hexafluoride switchgear in the
aforesaid range. These licen-
ces will considerably widen the
scope of our activities and en-
able us to meet the sophisticat-
ed requirements of the switch-
gear market in India.

Export Division

1 have briefly referred to the
position regarding our exports
already. The  Conductor
manufacturers in India have
been finding it difficult to make
a major dent on the inter-
national market, mainly be-
cause of aggressive competi-
tion from Japan and Taiwan.
As a result of representations
made by the Cable Industries
to Government, the Govern-
ment have fixed the Cash Assi-
stance for ACSR and AAC at
10%. I am glad to report that
we had recently received more
promising enquiries for con-
ductors from the South-East
and West-Asian countries,
This should result in a better
export performance in the
second half of the current year.
ALIND received during the
year the award for being the
largest exporter of Electrical
conductors from the Cable and
Conductor Manufacturers’ As-
sociation. We have also re-
ceived a Merit Certificate from
the Engineering Export Pro-
motion Council.

Consultancy & Engineering
Services

We have concluded an agree-
ment with a Delhi firm for set-
tingup a Stecl wire plant in
Punjaband the project is in
the process of being implemen-
ted. The Consultancy Division
has been quite active and has
sufficient contacts with pro-
spective clients who are inter-
ested in setting up Conductor
and Steel wire units.

1 wish to make a few general
observations that have direct

relevance to the future of the
Cable and allied industries and
which would help to broad-
base our exports.

Perhaps the most significant
development over the last one
year is that Electricity Boards
in the country have bestirred’
themselves and imported a
sense of urgency into all pro-
ject implementation effort,
while Central Government
through the Planning Commis-
sion and the Central Electricity
Authority have been speedily
sanctioning viable schemes,
consistent with resources ear-
marked for power develop-
ment. The partial failure of
the June/July showers on the
West Coast of India has
brought in its wake the fami-
liar problem of inadequate re-
plenishment of hydel water-
heads, that has in turn impos-
ed considerable strain on ther-
mal systems as in Tamil Nadu
—while adding to the anxie-
ties of States like Kerala, that
operate only hydel systems of
generation, to which has re-
cently been added the Idikki
hydel generation system. Every
far-seeing person realizes the
need to enrich the regional
power-grid by supplementing
existing sources by erection of
thermal units in the region. It
is my hope that the Tuticorin
coal-based thermal unit, the
Kalpakkam nuclear fuel station
and addition to the Neyveli
lignite-burning power boilers
in Tamil Nadu and the large-
sized thermal stations that are
coming up near the Singareni
coal fields in Andhra Pradesh,
will all be making copious con-
tributions to meet the enlarg-
ing power demands of industry
and agriculture in the Southern
region. Project authorities all
over India are only too well
aware, that both the plant and
machinery requirements of
generating stations, no less the
equipment needed for sub-
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stations and distribution sys-
tems are all available within
the country and therefore scar-
city of material cannot be the
problem. Indeed the massive
installed capacity in the coun-
try is currently being used to
meet the needs of large-sized
power stations and distribution
systems abroad—particularly
in West Asian and African
countries as well as South-East
Asia. Under the leadership of
BHEL, Indian firms have been
taking on turp-key jobs that
help our domestic installed
capacity to be better utilized,
so that material constraints
are no more India’s problem
on the power development
front. \

This takes me on to the sub-
ject of Exports and Govern-
mental assistance to exporters,
Taking I.D.A. orders, export-
ing units would be financially
in a far more comfortable posi-
tion and work far more enthu-
siastically to enrich their fore-
ign order-book, if Duty Draw
Back and Cash Assistance
claims were more promptly met
—because with Bank Credit
terms becoming more stringent
recently, transitional ways-and-
means squeezes tend to cramp
the production style of units
seriously. Documentation re.
quired is also becoming in-
creasingly complex and invol-
ves needless deployment of
energies and man-hours from
more productive work, The
answer to this is diluting the
present concentration of appli-
cations and their disposal at
the J.C.C.1. office at Delhi and
empowering the Deputy Chief
Controller’s offices in the re-
gions to deal with them, so
that speedier settlement of
claims is secured. ‘

As for exports themselves,
the speedy and substantial
changes that occur in inter-
national markets owing to cur-
rency fluctuations and erosion
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of our own competitive capa-
city as happened last year,
through the sharp increase in
domestic  aluminium metal
prices, that neutralized the
price, differential advantage
we had in earlier years—are
factors that a 109 Cash Assis-
tance cannot hope to compen-
sate. While our Government
can do nothing about external
monetary factors, they can
exempt raw material and other
inputs from sales-taxes and in-
termediate excises in so far as
they relate to export goods—
that should improve the Indian
exporter’s bargaining power
abroad to a degree.

The National Emergency has
stabilized production norms
in factories and freed them
from the economic waste in-
volved in occasional cessation
of work or go-slow in order to
settle industrial disputes and
this is a great gain. Prices of
essentials have come down in
some cases and been frozen in
others bringing relief to the
Industrial units in terms of
dearness allowance outgoings,
which some two years ago
had assumed disconcerting pro-
portions. I am sure that you
would join me in tendering our
gratitude to the Central and
State Governments for enabl-
ing us to achieve a degree of
economic stability, without
which planning, projecting or
budgeting become exercises in
futility.

I am glad to say that opera-
tions in the first five months of
the current year have generally
maintained the trend of the
year I have earlier reviewed.
During the year Mr. K.R.
Srinivasan who represented the
Life Insurance Corpn. on our
Board passed away on 5th
April 1976. He made know-
ledgeable and constructive con-
tributions to our Board’s deli-
berations during his term of
office. We shall miss him very
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much. Mr. Srinivasan’s place
was taken by Mr. B. Ramu,
presently an Executive Direc-
tor of Life Insurance Corpn.
of India. We welcome him.
Mr. N. Srinivasan was nomina-
ted representative of Kerala
Financial Corpn. in place of
late Srinivasa Karayalar. Mr.
M. De La Salle was nominated
to the Board by Messrs Delle-
Alsthom, our French Colla-
borators in place of Mr. G.J.
Aubry. On behalf of you all
I welcome these two gentle-
men to our Board.

I wish t> convey our deep
thanks to Messrs Delle-Als-
thom, whose sustained interest
in our Mannar plant has help-
ed us to grow and to manufac-
ture newer ranges of Switch-
gear. [ wish to thapk the Life
Insurance Corpn. of India,

the Industrial Credit &
Investment Corpn. of India
the  Industrial’  Develop-

ment Bank of India, the Unit
Trust of India; the Kerala
Financial Corpn., and the
Andhra Pradesh State Finan-
cial Corpn. for their assistance
and continued interest in our
work.

I wish to thank our Bankers,
the State Bank of Travancore,
the Bank of Baroda, the Pun-
jab National Bank and the
Canara Bank for the unstinted
support they have given us
during the year.

I tender my gratitude to Mr.
B.V.D. Menon, the Managing
Director for his fine lcadership.
1 thank the three General
Managers, all ranks of super-
visory and General Starf and
Workers for the ungrudging
work they have put in during
the year.

I thank you Gentlemen for
your forbearance.

N.B.: This does not purport
to be a report of the proceed-

ings of the Annual General
Meeting.
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COMPANY
_AFFAIRS

Kanoria Chemicals
K.ANORIA CHEMICALS and Indus-
Ties Ltd, has reported com-
mendable progress during the
year ended March 31, 1976.
bhe company’s sales recorded
a sharp rise to Rs 9.02 crores
from Rs 7.49 crores in 1974-75
while grosprofit amounted to
Rs 130.79 lakhs as compared

t9 Rs 146.55 lakhs in the pre-
VIOUs year.

Out of the gross profit,
2 sum of Rs 39.45 lakhs
Was appropriated to deprecia-
tion reserve while Rs 46.50
lakhs was allotted for meeting
tax liabilities, leaving a surplus
Of Rs 44.84 Jakhs. Out of this,
3 sum of Rs 23.23 lakhs was
transferred to general reserve,
Widle a sum of Rs 14.13 lakhs
Was earmarked for payment of
dividends. A sum of Rs 7.54
lakhs has been carried forward
as against Rs 5438 brought in.
The directors have recommen-
ded a dividend of Rs 1.20 per
equity share. The proposal is
however subject to the approval
of the IFC and ICICI. The pro-
posed dividend will absorb
Rs 10.75 lakhs and will be paid
out of the provision for divi-
dends. Anapplication is being
made to the income tax depart-
ment to determine the quantum
of this year’s dividend which will
be exempt under Section 80K
of the Income Tax Act 1961.

Production of caustic soda
went up to 22,902 tonnes from
19,981 tonnes, while the output
of benzene hexachloride in-
creased from 5,185 tonnes to
7,605 tonnes. Production of
stable bleaching powder too

was higher at 5,341 tonnesas }
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against 3,466 tonnes in the
earlier year.

Expansion of the stable
bleaching powder from 5,000
tonnes to 10,000 tonnes per
annum Wwas completed during
the current year. Besides it has
undertaken the expansion of
the benzene hexachloride plant
from 6,000 to 12,000 tonnes per
annum for which it is holding
a letter of intent. The company
could not proceed further with
the implementation of the
methyl methacrylate monomer
project due to various unfore-
seen difficulties and have
surrendered the letter of intent
to the central government.
During the year the company’s
exports increased to Rs 17.79
Jakhs from Rs 14.45 lakbs in
the preceding year.

Brooke Bond

Early in August 1976, Brooke
Bond India Ltd has allotted
seven bonus shares for every 10
equity shares held by the
members of the company as on
August 3, 1976.

In order to reduce the
foreign shareholding from 75
per cent to 60 per cent _and
increase the Indian participa-
tion, the company is offering
28,56,150 equity shares of Rs 10
each for cash at a premium of
Rs 3 each, asrights sharesto
Indian nationals resident in
India, in the ratio of one new
equity share for every equity
share held by such members,
including, .. the: ys shares
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into non-traditional products,
such as spices, processed foods,
marine products and leather
goods. It has obtained an
industrial licence for the setting
up of a plant for the manufac-
ture of corned meat and by-
products, an export oriented
project, in the backward district
of Aurangabad, Maharashtra.
This entitles it to special fiscal
incentives, cash subsidies and
concessional finance.  Civil
work has already commenced
and orders have been placed
for the import of machinery.
The project is expected to go
into production by early 1978.
The majority shareholder,
Brooke Bond Liebig Ltd,
London, who is one of the
world leaders in the meat trade
for over a ceatury, has made
available the technical know-
how. The project, which is
likely to cost Rs 6.75 crores,
will be financed partly from the
proceeds of the rights issue and
partly by long-term loans.

Besides, Brooke Bonds has
also diversified into the field of
manufacturing of high speed
printing and  packaging
machines. It is also investigat-
ing the possibilities of setting
up a marine fisheries project.

The company’s performance
on the export front is indeed
commendable, with exports
increasing from Rs 15.86 crores
in 1971-72 to Rs 37 crores in
1975-76 which is now approxi-
mately one per cent of the
export earnings of the country.

Uni Abex

Uni Abex has completed
supply of 208 reformer assemb-
lies to Gujarat State Fertilizer
Co Ltd in August 1976. The
successful completion of this
prestigious order worth more
than a crore of rupees is yet
another pioneering effort done
by Uni Abex in this field. Uni
Abex had achieved the distinc-
tion of manufacturing the first
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Indian "made reformer tube
when it successfully executed
the first order for reformer tube
assemblies, from Hindustan
Petroleum in September 1975.
When Gujarat State Fertilizer
Company needed reformer
tubes, it looked for a company
that will <deliver the goods”
its choice naturally fell on Uni
Abex. And, Uni Abex has
successfully measured up to the
expectations of GSFC,

Reformer Tubes

Reformer tubes form vital
components in fertiliser and
petrochemical complexes.
These tubes required to with-
stand high temperatures and
pressures, are made out of high
alloy steels by centrifugal cast-
ing process and subsequent
fabrication to very rigid
standards. For instance, the
reformer tubes made for GSFC
have been designed to withstand
temperatures as high as 900°C,
for over 100,000 continuous
working hours. They have
been inspzcted and certified by
Lloyds Register of Shipping.

Uni Abex, established in
collaboration with Abex Corpo-
ration, USA manufactures a
wide range of sophisticated
high alloy castings. Uni Abex,
the newest member of the Abex
family, benefits from the world-
renowned Abex technology and
puts it to work at their well
equipped foundry near Bombay.
Highly  skilled  engineers,
specially trained at the Abex
plants in the USA, ensure inter-
national standards of quality in
the castings produced by Uni
Abex.

The Uni Abex production
plant is the largest and most
modern of its kind, incorporat-
ing automated centrifugal cast-
ing equipment in addition to
extensive sand and shell mould-
ing facilities. Employing top-
rated foundrymen, the plant
produces ca&inis upto 700 kg
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each, by static process in addi-
tion to tubes with oufside dia-
meters upto 300 mm by centri-
fugal casting, assembly welded
to any length.

Uni Abex is currently execut-
ing orders from Madras Refine-
ries, Indian Explosives, FACT,
FCI-Namrup and Trombay,
Hindustan Organic and others
for a large number of reformer
tubes including repeat orders
from Union Carbide for the
ethylene cracker coil and from
Hindustan Petroleum for re-
former tubes. The company
has been supplying other
import substitution items for
many engineering concerns in
the country besides developing
castings for several nuclear
applications.

The successful delivery of
reformer tubes to Gujarat State
Fertilizer Co Ltd by Uni Abex,
thus marks the beginning of its
march towards self reliance in
meeting the needs of fertiliser,
petrochemical and other vital
industries.

Hukumchand Jute

The working of Hukumchand
Jute Mills Ltd has resulted in a
profit of Rs 120.73 lakhs. After
adding Rs 9,291 brought for-
ward the disposal surplus
amounted to Rs 120.82 lakhs.
Out of this, Rs 25.01 lakhs was
allocated to  depreciation
reserve, Rs 4.30 lakhs for deve-
lopment rebate reserve (for
earlier years) Rs 43.50 lakhs
for taxation, Rs 38.03 lakhs to
general reserve and Rs 9.94
lakhs as provision for dividends.
The balance of Rs 4,174 has
been carried forward. The
directors have recommended a
dividend of Rs 0.90 per equity
share. This will absorb Rs 6.30
lakhs. Besides the directors
have proposed payment of
dividend on 9.1 per cent cumu-
lative preference shares. It will
claim Rs 3.64 lakhs.

In spite of increased produc-
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tion and salesin the jute mills
division, financial results were
unsatisfactory due mainly to
sharp fall in sales realisation.
Apart from this there was a
sharp escalation in cost of raw
materials, stores, fuel, power
charges, dearness allowance
and other inputs.

The working of the chemicals
division was satisfactory. The
production was higher than in
1974-75 and could have been
still higher but for power
rationing and  unscheduled
power tripping. Steps are in
progress to develop advanced
methodology to improve the
working further. The company
has received a letter of intent
to manufacture 10,000 tonnes
of stable bleaching powder.
Necessary steps are being taken
for the implementation of the
project.

Instrumentation
Limited

Instrumentation Ltd has once
again come out with better
working results for the year
1975-76, A record turnover
of Rs 1059.37 lakhs, an all
time record growth of 60 per
cent in its turnover from last
year, with an overall profit
of Rs 63.25 lakhs, are some
of the highlights of the per-
formance of the company
during the year under review.

In its efforts to meet the
growing requirements of more
facile and sophisticated instru-
ments, the company has laun-
ched modernisation and diver-
sification schemes encompassing
most moderr and miniaturised
electronic and pneumatic range
of products with computer
compatability in collaboration
with M/s George Kent, UK and
sophisticated gas analysers in
collaboration with M/s Hart-
mann & Braun, West Germany.
The company has already
been manufacturing modern
control, safety and relief valves

at its .Palghat factory in colla-
boration with M/s Yamatake-
Honeywell Co Ltd, Japan
since last nine months.

Moreover, a number of
products have been deve-
loped and produced through
“in-house’” R&D efforts. The
company has made valuable
contribution in the export field
by earning nearly Rs 100.00
lakhs last year in foreign ex-
change by providing turn-key
instrumentation  services at
Tuanku Za’afar Power Station
in Malaysia. Negotiations are
afoot on several other projects
in South-East Asia and Middle
East.

News and Notes

There has been one more
addition to the Scindia fleet
when the Scindia Steam
Navigation Co Ltd, acquired
18510 tonner Concord type
motor  cargo vessel. The
vessel has been built by Messrs
Mitsui Shipbuilding and Engi-
neering Co Ltd, Japan.

The vessel M.V. “JALA-
BALA”  has aheady been
acquired by the company. With
this addition, Scindias tonnage
has reached 825300 DWT
with 47 ships.

Gujarat Industrial Invest-
ment Corporation Ltd (GIIC)
has sanctioned total assistance
of Rs 62.50 lakhs in various
inputs for a premier machinery
mapufacturing  project  in
Gujarat now engaged in pro-
ducing  textile  machinery,
spinning machinery, automatic
looms and synthetic fibre
machinery. The project is now
moving forward to a Rs 4.5
crore total modernisation and
expansion programme ensuring
higher productivity and new
product-mix. With = notable
foreign collaboration the phas-
ed programme will ‘render
production facilities reasonably
balanced and equipped to take
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on manufacture of hydraulic
gear boxes.

The board of directors of
Camphor and Allied Products
Ltd has decided to issue
bonus shares to the existing
shareholders of the company
in the ratio of one bonus sh@
for every two equity shares
held by them.

Subject to the sanction of
the Controller of Capital Issues,
correspondingly,  entitlement
of bondholders of the com-
pany, to the equity shares, on
conversion, and premium
thereon, will also be changed
in terms of the issue.

The shareholders will be
entitled for the dividend for the
working of the year 1976 on
their increased shareholding
consequent to the allotment of
the bonus shares in the above
ratio, when allotted.

New Issues

Consolidated Steels  and
Alloys Ltd, is offering 180,000
equity shares of Rs 10 each and
10,000 (11 per cent) redeemghle
cumulative preference sharedof
Rs 100 each for cash at par to
the public for subscription.
The subscription list for this
fully underwritten issue opens
on October 6 and will close on
October 16 or earlier but not
before October 9, 1976. The
company has obtained an
industrial licence for manufac-
turing 25,000 tonnes of all
types of special and mild steels
and is setting up for this pur-
pose a plant at Banmore indus-
trial area near Gwalior in
Madhya  Pradesh. Barring
unforeseen circumstances trial
production is expected to com-
mence by June 1977 and com-
mercial production soon there-
after. e

Springs Steel is putting?;qirp
a project at Sahibabad, in
Uttar Pradesh for manufactur-
ing 540 tonnes of precision
metallic springs per annum in
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technical collaboration with
Spring Steel of the UK. The
Taw materials needed for this
project are available indige-
nously. Commercial production
is expected to start by the
middle of next year. There is
){?ﬁ‘l\]‘f""ge demand for precision
Springs and hence the manage-
ment does not anticipate
any difficulty in marketing its
entire production. To raise
part of the resources required
for the implementation of the
DProject, the company will soon
be entering the capital market
with a public issue of Rs 41.80
lakhs, consisting of 3,48,000
<quity shares of Rs 10 each and
7000 (11 per cent) cumulative
Tedeemable preference shares of
Rs 100 each.

Coromandel Agro Products
and Oils will be offering shortly
for publie subscription 2,90,000
<quity shares of Rs 10 each and
6000 cumulative redeemable
preference shares of Rs 100
each for cash at par. Promo-
ted by a group of technocrats
jedatly with  the Andhra
Pradesh Industrial Development
Corporation, the company is
setting up a Rs 1.70-crore
integrated cotton seed proces-
sing complex at Jandrapeta in
Parkasam district of Andhra
Pradesh. a notified backward
area, with a capacity of 100
tonnes of cottonseeds per day.
The company will be manufac-
turing a wide range of products
including refined edible oil,
toasted meal for use in animal
feeds, protein concentrates and
linters for rayon pulp. Barring
unforeseen circumstances com-
mercial production is expected
to begin by April 1977. As
the demand for cottonseed oil
is increasing steadily the com-
@any will not be experiencing
4ny difficulty in marketing its
entire production of oil and
other by-products. Apart from
saving foreign exchange thro-
ugh increased availability of
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edible oil, this company also
hopes to earn foreign exchange
through export of toasted
cottonseed cake. The project
cost of Rs 1.70 crores will
financed by the share capital
of Rs 65 lakhs and term loans
of Rs 1.05 crores.

Capital and Bonus
Issues

Consent has been granted to
10 companies to raise capital
of nearly Rs 54.36 million.
Details are as follows :

Maharashtra Scooters Ltd,
Poona, having a paid-up equity
capital of Rs 5.1 million has
communicated to government
of its proposal to issue capital
under Clause 5 of the Capital
Issues (Exemption) Order, 1969
for Rs 4.9 million in 490,000
equity shares of Rs 10 each to
meet part finance for setting up
a plant at Satara to manu-
facture scooters and spares.

Fouress Engineering (India)
Private Ltd, Bombay, has been
accorded consent, valid for six
months to capitalise Rs 425,000
out of its general reserve and
issue fully paid equity shares
of Rs 100 each as bonus shares
in the ratio of one bonus share
for every equity share held.

The Bharat Vijay Mills Ltd,
Kalol, Gujarat, has been accor-
ded consent, valid for six
months, to capitalise Rs 4
million out of its general
reserve and issue fully paid
equity shares of Rs 100 each
as bonus shares in the ratio of
one bonus share for each equity
share held.

©Otis Elevator  Company
(India) Ltd, has been accorded
consent, valid for six months to
capitalise Rs 4.5 million out of
its general reserve and issue
fully paid equity shares of
Rs 10 each as bonus shares in
the ratio of two bonus shares
for every five equity shares held.

Kirloskar Oil Engines Ltd,

Poona, has been accorded
consent valid for six months to
capitalise Rs 17,250,000 out of
its general reserve and issue
fully paid equity shares of
Rs 10 each as bonus shares in
the ratio of three bonus shares
for every seven equity shares
held.

Deepak Industries Ltd, Cal-
cutta, has communicated to
government of its proposal to
issue Capital under Clause 5 of
the Capital Issues (Exemption)
Order, 1969 for Rs 500,000
divided into 50,000 fully
paid equity shares of Rs 10
each to be issued to the
Industrial Credit and Invest-
ment Corporation of India Ltd,
Bombay, at par. The equity
shares in question are being
issued to ICICI in conversion
of part of their loan of Rs2.5
million granted to the company
already,

Andbra Pradesh Tanneries
Ltd, Vizianagaram, has commu-
nicated to government of its
proposal to issue capital under
Clause 5of the Capital Issues
(BExemption) Order, 1969 for
Rs 6 million divided into
600,000 equity shares of Rs 10

each for cash at par to meet
part of the finance required for
finished leather project to be
set up at Vizianagram.

Madhusudan Brothers Ltd,
Bombay, has been accorded
consent valid for six months to
capitalise Rs 18,000 out of its
general reserve and issue fully
paid equity shares of Rs 50
each as bonus shares in the
ratio of two bonus shares for
every five equity shares held.

Gedore Tools (India) Private
Ltd, New Delhi, has been
accorded consent, valid for six
months to capitalise
Rs 1,764,800 out of its general
reserve and issue fully paid
equity shares of Rs 100 each
as bonus shares in the ratio of
one bonus share for each
equity share held,

Kap Steel Ltd, Bangalore, has
communicated to government
of its proposal to issue capital
under Clause 5 of the Capital
Issues (Exemption) Order for
Rs 4 million in equity shares
of Rs 10 each and Rsi
million in preference shares of
Rs 100 each to meet part
finance for setting up a steel
plant at Bangalore.

Dividend

(Per cent)
Name of the Year ended Equity dividend
company declared for
Current Previous
year year
Higher Dividend
Kirloskar Pneumatic June 30, °76 16.0 15.0*
Alageswar Estates March 31, ’76 15.0 10.0
Kalpetta Estates April 30, °76 20.0 35
London Rubber March 31, 76 25.0 10.8
Same Dividend
Bharat Forge June 30, °76 12.0 12.0
Mahendra Mills March 31, °76 10.0 10.0
Tata Hydro Electric March 31, °76 13.0 13.0
Tata Power March 31, °76 13.0 13.0
Andhra Valley Corpn. March 31, 76 13.0 13.0
Gujarat Steel Tubes March 31, *76 12.0 12,0
Reduced Dividend
Shaw Wallace Dec. 31,°75 15.0 20.0

*For fifteen months ended June 30, 1975.
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Licences and Letters of Intent

THE FOLLOWING licences and letters of intent were issued
under the Industrial (Development and Regulation) Act 1951
during the month of June 1976. The list contains the names
and addresses of the licensees, articles of manufacture, types of
licences—New Undertakings (NU), New Articles (NA), Substan-
tial Expansion (SE), Carry on Business (COB), Shifting—and
Annual Installed Capacity. Details regarding licences and letters
of intent revoked, cancelled or surrendered are also given.

Licences Issued
Metallurgical Industries (Ferrous)

M/s TISCO Stanton Pipe & Foundry Co. Ltd; 50, Chowrin-
ghee, Calcutta. (Ujjain—M.P.)—Cast Iron Spun Pipes—1,20,000
tonnes.—(S.E.)

M/s Haryana Polysteels Ltd; P.O. Satrod, Hissar, (Hissar,
Haryana)—High Carbon Wire Rods—40,000 tonnes—(N.U.)

M/s Hindustan Machine Tools Limited, 36, Cunningham
Road, Bangalore. (Bangalore, Karnataka)—Components for
Nuclear Power Reactors (End Fittings and Liner Tubes)—400
sets.—(N.A\)

M/s Sponge Iron India Ltd; 3-6-290/19, 1st Floor, Hyderguda
Main Road, Hyderabad. (Khammam—Andhra Pradesh)—
Sponge Iron—30,000 tonnes—(N.U.)

Dr. P.D. Meghani, Dharam Chand Estate, Dadar.
Bombay-88. (Ahmednagar—Maharashtra)—High  Carbon,
Medium Carbon and Alloy Steel Strip (Excluding Nickel, Nickel-
Chrome and Nickel-Chrome-Molybdenum Steels of the Stain-
less and Heat resistant types and High Speed Steels of all
Categories—8,000 tonnes—(N.U.)

M/s Sunbel Alloys Company of India Ltd; C-3, Navgita.
St; Anthonys Road, Chembur, Bombay, (Thana-Belapur,
Maharashtra) — Ferro Vanadium; Ferro-Molybdenum &
Ferro-Tungsten—300 tonnes. (N.U,)

M/s Hindustan Wires Ltd; 3-A, Shakespeare Sarani,
Calcutta. (Sodepore, 24-Parganas, West Bengal)—Steel Stran-
ded Wires of all Types—3,000 tonnes. (COB)

M/s Lakshmi Alloy Steels (P) Ltd; 7226/XV, Qutab Road.
New Delhi. (Sahibabad, Ghaziabad, U.P.) M.S. Ingots, Elec-
trode quality carbon steels; Forging quality carbon steels; etc.
-7,000 tonnes. (COB)

M/s Kanthavel Steels (P) Ltd; 30-Ramaswamy Iyengar Road,
Coimbatore. (Coimbatore-Tamil Nadu) M.S. Ingots, Electrode
quality Carbon Steels; Forging quality Carbon Steels, etc
18,000 tonnes (COB)

M/s Sudarshan Steel Rolling Mills, 601, Motiram Road,
Shahdara, Delhi. (Shahdara, Delhi) Bars, Light Structurals,
and other special sections (like window section and T-Section)
including items to be processed further into railway track
materials. 15,000 tonnes—(COB)

Metallurgical Industries (Non-Ferrous)

The Hayward Waldie Refinery Pvt. Ltd; 29-Netaji Subhag
Road, Calcutta. (Hooghly, West Bengal)—Tin Ingots from
Tin Dross—74 tonnes. (COB)

M/s Pioneer Electric Furnace Manufacturers, Vithal Udyog-
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nagar, Vallabh Vidyflnagar. (Anand, Kaira, Gujarat)—Eiectric
Melting and Heating Furnaces—25 nos.—Heat Treatment.
Furnaces—Rs 50 lakhs (N.U.)

M/s (;aprihans India Ltd; Block-D, Shivsagar Estate.
Dr. Annie Besant Road, Worli, Bombay. (Maharashtra)—
Industrial & Decorative Laminates— 2,000 tonnes. (S.E)

M/s Voltamp Transformers Pvt. Ltd; P.B. No. 186, Baroda.
(Baroda—Gujarat)—FElectrical Steel Laminations for transfo%
mers and other electrical equipment—1,200 tonnes, (N.U) '

M/s Dielectro Magnetics Ltd; Palghat. (Malapuram—Kerala)
Ceramic Capacitors—25 millions nos, (N.U)

M/g, Hyderabad Connectronics Ltd; 6-1-1063/E/5, Manik Rao-
Buildings, Ray Bhavan Road, Hyderabad, (Medak, Andhra
Pradesh)—Coaxial Connectors—5 lakhs. Miniature Rectangular
Connectors—4 lakh nos. Round Multifils Conncetors—3 each
nos. Printed Circuit Connectors—4 lakh nos. (N.U)

Transportation

M/s Rane Brake Linings Ltd; Plot No. 30, Industrial Estate
Ambattur, Madras. (Ambattur, Tamil Nadu)—Brake Linings
and Clutch Facings—2,000 tonnes, (S.E)

Industrial Machinery

M/s Parrys Bearings Ltd; Dhiraj Chambers, 9, Waudby Road,
pombay. (Ahmedna}gar—Maharashtra)—Ball Bearings includ-
ing Thrust Ball Bearings of Bore diameters ranging from 15 mm
to 100 mm.—8 mill. nos, (N.U)

M/s Springs India Ltd; 4-India Exchan

. ; ge Place, Calcutta-
(Ghaziabad—U.P.)—Mettallic Precision Springs such as Coil
Springs, Flat Springs—560 tonnes. (N.U)

M/s Usha Telehoist Ltd;
(24-Parganas—West
numbers (N.A.)

14-Princep  Street,
Bengal)—Hydraulic

Calcutta.
Pitprops—10,

Machine Tools

M/s Alfred Herbert (India) Ltd; 13/3, Strand Road, Calcutta.-
(Bat}galore—Karnataka)~Tapping Machines—21 nos. Atritor
Equipment—9 nos. (N.U.)

M/s Alfred Herbert (India) Ltd; 13/3 Strand Road Calcutta

(Bangalore-Karnataka)—High Precision Horizontal Spindle, Jig
Boring & Milling Machines— 24 nos. (N.A.)

Agricultural Machinery

M/s Patel Tin Mfg. Co.; Near Chakudia Mahadev. Rakhial,
Ahmedabad. (Mahadev, Ahmedabad, Gujara.t)——A’griculturaI
Implements such as Ghamellas, Persian Wheel Buckets, Sugar
Can Pans, G.1. Ridgings.—1,500 tonnes, (C.0.B)

Miscellaneous Industries

M/s Anchor Pressings Put. Ltd; Anchor Buildings, Marris

Road, Aligarh. (Aligarh-U.P.)—Bench Vices of All Types—
1,500,00 nos. p.a. N.A)

Chemicals (other’ thau Fertilisers) =
M/s Amar Dye-Chem Ltd: Rang Udyan, Sitladevi Temple

Roadz Ma].uim, Bombay. (Kalyan, Thana, Maharashtra)—
Acrylic Resin Emulsions.—250 tonnes. (N.A.) '

M/s Hico Products Pvt. Ltd; Mogal Lane, P.B. No. 6467,
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Mahim, Bombay. (Thana—Maharashtra)—Textile Auxiliaries
—10,000 tonnes. (S.E.)

M/s Industrial Oxygen Co. (P) Ltd; Off : Nagar Road,
Poona (Belgaum Karnataka)— Oxygen Gas—0.50 MCM (N.U.)

M/s Tata Chemicals Ltd; Bombay House, Homi Mody Street,
Fort, Bombay, (Jamnagar Gujarat)—Sodium Bicarbonate LP./
USP Grade—3,600 tonnes. (N.A)

‘A M/s Ballarpur Industries Ltd; Chemicals Division, Thapar
H‘f“se, 124, Janpath, New Delhi (Karwar—Karnataka)—Sodium
TnpOIYPhOSphate (STPP)—24,000 tonnes. (S.E.)

M/s The Alkali & Chemical Corpn. of India Ltd; 34-Chowrin-
3!1‘?6, Calcutta. (Madras—Tamil Nadu)—Bipyridilium Her-
b101de—2,500 kilolitres. (N.A.) :

M/s Indian Explosives Ltd; 34, Chowringhee, Calcutta.
ESGoEmia, Giridih, Bihar)—Industrial Explosives—36,000 tonnes.

-£.)

Mr D.N. Nair; 4/7, East Patel Nagar, New Delhi. (Kota—
Ray‘,lSthan) 2. 2-Dichloropropionic Acid Sodium Salt (Dalapon)
Agricultural Weedicides.—300 M. Tonnes. (N.U.)

M/s Dharamsi Morarji Chemical Co. Ltd; Prospect Chambers,
31721, Dr. Dadabhoy Naoroji Road, Fort, Bombay. (Kolaba,
Maharashtra)—Benzene Sulphonyl Chloride—750 tonnes.—
Thiophenol—300 tonnes. (N.A.)

M/s Dharamsi Morarji Chemical Co. Ltd.; Prospect Chambers,
31721, Dr Dadabohoy Naoroji Road, Fort, Bombay (Kolaba—
Maharashtra)——Alpha Naphtho! and or Beta Naphthol—1,650
tonnes. (N.A.) |

M/s The Jay Shree Chemicals & Fertilizers, Prop: M/s Jay
Shree Tea & Industries Ltd; 10-Camac Street, Calcutta.
(%'Parganas, West Bengal)—Ferric Alum (16-17% A1,Os)
(Alumina Ferric).—4,950 M. Tonnes.—Iron Free Alum (16.17%;
(Aluminium Sulphate)—3,300 M. tonnes (N.A)

Dye-Stuffs

M/s Sudharshan Chemical Industries Pvt. Ltd; 162, Wellesley
Roag, Sangam Bridge Poona. (Colaba Maharashtra)—‘Metav
Nitro  Aniline-40 tonnes — Ortho Tolidine-60 tonnes—Diethyl
Aniline-60 tonnes— Dimethyl Aniline-300 tonnes—Total:-460
tonnes (N.A)

Drugs & Pharmaceuticals

M/s Indian Drugs & Pharmaceuticals Ltd; N-12, South
Exten. Part-1, Ring Road, New Delhi-—,(Hyderabad-Andhra
Pradesh)—Allopurinol—2 tonnes; Diallylbarbitone—10 tonnes;
Secobarbitone—10 tonnes; Nitrofurantion—10 tonnes; Nitro-
furazone—1 tonnes; Sulphaphenzaole—50 tonnes—(NA).

M/s H.C. Shah & Associates; Vrindavan, Kalyan Society,
Ellis Bridge, Near Orient Club, Ahmedabad—(Mc?h§ana,
Gujarat)-Niacinamide—100 tonnes; Methyl Ethyl Pyridine—-
320 tonnes—(NU)

,SZM/S Chemical Industrial & Pharmaceutical Laboratories Ltd;
289, Bellaris Road, Bombay—(Maharashtra)—Benefen Tablets—
10 mill tablets; K-Mycin Injection—2.5 lakh vials; K-Mycin
Capsules__5 lakh capsules; Dexilone Capsules—20 lakh cap-
sules;Gen’(amycin,LViz. Gentamycin Injection, Ear Eyc Drops
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Tamil Nadu)—Cottonseed 0il—7,500 tonnes

Bombay—(Bombay-Maharashtra) -— Automobile
lakh nos. Automobile Tubcs—1.6 lakh nos—(SE)

Naoroji
Bottles—14,000 tonnes—(COB).

based on imported bulk antibiotics till it is available locally—
within the overall licensed capacity-—(SE)

M/s The Andhra Sugars Ltd; Venkatarayapuram, Tanuku,
West Godavari Dt—-(West Godavari-A. Pradesh)—Aspirin--
500 tonnes-—(NA)

M/s Tamil Nadu Dadha Pharmaceuticals Ltd; 10-Jeyporena-
gar, Madras—(Chingleput, Tamil Nadu)—I-Tablets; II-Capsules;
IlI-Injection; IV-Liquids; of different types for different cate-
gories—(NA)

Textiles

Mjs Prahlad Industries; Behind Distt, Eye Hospital, Morada-
bad—(Moradabad-Uttar Pradesh)—Shoddy Yarn—600 spindles
—(NU). '

Focd Processing Industries

Mr K. Sreenivasan, 48 Main Road, Madras—(Tiruchira-
palli-Tamilnudu)—Maize Products—30,000 tonnes—(NU).

M/s Poona District Co-operative Milk Procucers’ Federation
Ltd; 1885, Sadashiv Peth, PoOna—(Poona,-Ma,harashtra)__.
Whole Milk Powder or Skim Milk Powder—1,000 tonnes—(NU)

M/s Assam Agro-Industries Development Corporation Ltd;
Ulubari, Gauhati——(Goalpara-Assam)—-Canned Fruit & Vege-
table Products—5,750 tonnes—(NU)

M/s Jwala Roller Flour Mills; 207, Maharashi Devendra
Road, (Ist Floor), Room No. 32, Calcutta—(Cuttack Orissa)—
Wheat Products—30,000 tonnes—(SE) .

Vegetable Oils & Vanaspati

M/s Industrial Promotion & Investment Corporation ofOrissa
Limited; 3-A, Satyanagar, Bhubaneshwar—(Cuttack-Orissa);
Refined Vegetable Oil (Groundnut)—15,000 tonnes of ground-
nut seeds—-(NU)

M/s Lotus Mills Ltd; (Solvent Extraction Plant & Oil Mills)
Gandhinagar Road, Jamnagar—(Jamnagar. Gujarat)_vege:
table Oil (Groundnut and/or Cottonseed Oil)—13,500 M. Tonnes
in terms of Qilseeds)—(NU).

M/s Orissa Vegetable Oil Complex, 4-Station Road, Liluah
Howrah——(Kalamandi-Orissa)—Oilseed Crushing—36,000 tonne;
of cottonseedsin terms—(NU).

M/s Sumathi Process Industries (P) Ltd; 150/W-1, Madasamy
Koil Street, Rajapalayam, Ramnad—(Srivilliputhur, Ramnad,

in terms of
Cottonseed)—(NU).

M/s Purohit & Company; New Cotton Market Road, Kanpur-

44,0018—(Chandrapur-Maharashtra)—Cottonseed  Qil —20,000
tonnesin terms of cottonseeds—(NU).

Rubber Goods

M/s CEAT Tyres of India Ltd; 403, Dr. Annie Besant Road,
Tyres—1.6

Glass

M/s Bombay Gas Co Ltd; Empire House, 2/4, Dadabhai
Nagar, Bombay-1—(Ratnagiri-Maharashtra)—Glass
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Cement & Gypsum Prodacts
M/sJ & K Cements Ltd; The Bund, Srinagar, (Jammu &
Kashmir)—(Anantnag, Kashmir)—Portland Cement—2 Lakh
tonnes—(NU)

Letters of Intent
Metallurgical Industries (Ferrous)

M/s Hakimrai Jaichand Forgings Pvt Ltd; United Bank of
India Bldg; Sir P.M. Road, Bombay—(Maharashtra)—Steel
Forgings-including Closed Die Forgings—6,300 tonnes—(SE)

Prime Movers
M]s Kirloskar Oil Engines Ltd; Laxmanrao Kirloskar Road,
Kirki, Poona—(Kirki, Poona, Maharashtra)—Internal Combus-
tion Engines upro 160 HP type RE.—12,000 nos within the
licensed capacity—(NA)

Electrical Equipments

M]s Bharat " Electronics Ltd; Jalahalli, Bangalore—(Banga-
lore-Karnataka)—Tape Recorders of all Sorts—500 numbers—
(SE)

M/s Electronics Corpn of India Ltd; Industrial Development
Area, Cherlapalli, Hyderabad—(Hyderabad - A. Pradesh)—

" Automatic Warning System—150 nos; Electronic Axle Coun-
ters—100 nos—(NA)

M/s Systronics; 89/92, Industrial Area, Nuroda, Ahmedabad
—(Naroda, Ahmedabad, Gujarat)— Flourimeters and HB
Meters—150 nos; Nephelo & Turbidity Meters—150 nos;
Counters, Cell/Radio Active—100 nos; Electrophoretic & Cen-
trifugal Separators—200 nos; LCR Bridges—100 nos; PH
Meters—300 nos; Electro Cardiograms—100 nos—(SE)

M/s Phillips India Ltd; Shivsagar Estate, Block ‘A’ Dr.
Annie Besant Road, Worli, Bombay—(Poona-Maharashtra)—
Carbon Resistor Bodies—1,500 mill nos—(SE)

Transportation

M/s Economic Development Corpn. of Goa, Daman & Diu
Limited; 2nd Floor, Shri Saraswati Mandir Building, 18 June
Road, Panaji—(Goa)—Crank Shaft Assemblies—1,65000 nos—
(NU)

M/s Khemka Spares & Accessories Pvt Ltd; Indian Chamber
Buildings, Esplanade, Madras—(Bangalore-Karnataka)— Differ-
ential Crown Wheel and Pinion for Automobiles Tractors
& Machine Tool Industries—300 tonnes; Hypoid, Straight and
Beval Gears—15,000 sets—(NU).

Industrial Machinery

M/s Industrial & Agricultural Engg. Co (Bombay) Pvt Ltd;
43, Dr V.B. Gandhi Marg, Bombay—(Maharashtra)—Conden-
ser and Heat Exchanger, Cooling Water, Filtering and Heat
Exchanger Tube Cleaning Equipmeat—Rs 30,00,000—(NA)

Miscellaneous, Industries

M/s Mahabir Plastic Industries; 6-Canal Road, Calcutta-53—
(Shahitabad, Gaziabad, UP)—Multiple Cell Hollow Plastic
Boards of Low Density Polythene—600 tonnes; Multiple Cell
Hollow Plastic Boards of Low Density of Polypropylene—490
tonnes; Profiles and Sections in Polypropylene and High
Density P.E.—400 tonnes—(NU),
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Chemicals (Other than Fertilizers)

M/s A.L.{\. Chemicals Ltd; Mahalaxmi ‘Chambers, Bhula-
bhai Desai Road, Bombay—(Thana-Maharashtra)—Leather
Auxiliaries—1,000 tonnes—(NA)

M/s Mandovi Shipyard Pvt Ltd; Post Box 134, Kadar Manzil,
Margao—Dissolved Acetylene Gas—0.20 MCM——(NA).

M/s Synthetics & Chemicals Limited; 7-Jamshedji Tata Road,

Bombay—(Bareilly-UP) —ABS Resins and Plastics—2,
tonnes—(NA) ‘

M/s Andhra Pradesh State Agro Industries Corpn. Ltd;
10-2-3, A.C. Guards, Hyderabad—(Hyderabad-Andhra Pradesh)
Malathion (Technical)—600 tonnes—(NU).

M/s Gujarat State Fertilizers Co Ltd; P.O. Fertilizernagar,

Distt: Vadodare—(Gujarat)—Plastic Grade Nylon Chips—
4,000 tonnes—(SE). v P

Dye-Stuffs

M/s Vijay Kumar Kanoria; 503, Abhoy Steel House, 22,
Bar.Ofla Street, Bombay — (Kolaba-Maharashtra) ~— Diethyl
Aniline—150 tonnes; Dimethyl Aniline—150 tonnes; O-Anisi-
dine—>50 tonnes; P-Anisidine—75 toanes; QO Nitro A’niline—90
tonnes; 4-Chloro-O-Nitro Aniline—9¢ tonnes; O-Chloro-Ani-
line—65 tonnes; M-Chloro-Aniline—65 tonnes; 2.5-Dichlore
Aniline-130 tonnes; P-Phenyline Diamine—65 tonnes—(NU).

Drugs & Pharmacenticals

M/s Uni-UCB Pvt Ltd; 22-Bhulabhai Desaj Rd; Bombay—
(Bombay-Maharashtra)—(A). Quimotrase Injections (Opthal-
mic Preparation) 2mg./Vial—50,000 nos; 5mg./Vial—2'00,000
nos; 50mg./Vial—2,00,000 nos; (B). Quimotrase Injections
(Opthalmic Preparation) 2mg./Vial—1,00,000 nos; 10mg./Vial—
10,00,000 nos; 50mg./Vial—10,02,000 nos;—(NA). ¢

5

M/s Sarabhai Chemicals Ltd; Wadi, P.B. 31, Baroda—

(Baroda-Gujarat)—Epicillin—5 tonnes—(NA).

M/s Unichem Laboratories Ltd; Prabhat Estate, S.V. Road
Jogeshwari (W), Bombay—(Ghaziabad, UP)—Tablets/Capsule;
of E.thambutol HCL—75 lakh nos; Tablets/Capsules of Dexy-
cycline HCL—15 mill. nos; Tablets of Prenylamine Lactate—
20 lakh nos; Tablets of Frusamide—20 lakh nos; Tablets of
Erythromycin—80 lakh nos; Injections of Erythromycin Ethyl
Succinate—20 lakh ampules; Suspension of Erythromycin
Estolates—10 lakh bottles of 10 ml—(NA).

M]Js Ranbaxy Laboratories Limited; Okhla. New Delhi—
(Mobhali-Punjab)—Phenobarbitone  (Bulk Drlig)—-20 tonnes.
Formulations:- (i) Spasmol Tablets. (ii) Phenobarbitone Tab-
lets: 15 mg. 30 mg. 60 mg—(NA)

Textiles

M/s Delhi Cloth & General Mills Co Ltd; (Unit Shriram
Rayon), Akash Deep, Barakhamba Road, New Delhi—(Kota-
Rajasthan)—Rayon Chafer Fabric—300 tonnes; Rayon Tyre
Dipped Fabric—360 tonnes—(SE)

Food Processing Industries \‘\"L

M/s Mohan Meakin Breweries Ltd; Mohan Nagar, Ghazia-
bad—(Ghaziabad(UP)-—Canned Fruit Juices, Nectar;, Canned
Vegetables, etc. 3,000 tonnes—(NA)

M/s Bihar State Industrial Development Corporation Ltd;
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Bandar  Bagicha, Patna——(Bhagalpur-Bihar)—~Starch—‘5,0'00
tonnes; Glucose—2,250 tonnes; Gluten-——750 tonnes; Maize
Oil—300 tonnes; Steep Liquor (50% conc.)-—2,000 tonzes;
Oilcake--400 tonnes; Husk—-1,200 tonnes—(NU)

Vegetable Oils & Vanaspati

M/s Sanjeeven Sahakari Kraya Vikraya Samiti Ltd' ; Fatehna-
gar, Udaipur—(Udaipur, Rajasthan)—Vegetable Oils (By Ex-
,({e“er Process)—-15,000 tonnes in terms of Oilseeds-—(NU).

, Cemeat & Gypsum Products

M/s Andhra Pradesh Industrial Development Corpn. Ltd;
B-1-174, Fateh Maidan Road, Hyderabad—(Karimnagar-
Andhra Pradesh)—Portland Cement—4 lakh tonnes—(NU)

M/s UP Asbestos Ltd; 29-Ring Road, Lajpat Nagar. v,
New Delhi—(Lucknow-UP)—Asbestos Cement Pressure Pipes—
36,000 tonnes—(NA)

M/s Bihar State Industrial Development Corpn. Ltd; Bandar
Bagicha, Patna—(Bihar)—Asbestos Cement Products——30,000
tonnes-—(NU).

The Chairman & Mg. Dir., Tamilnadu Industrial Develop-
ment Corpn. Ltd; Third Floor, L.L.A. Building, 153-A, Anna
Salai, Madras —-(RamanathapuramwTamilnadu) — Asbestos
Cement Sheets— 36,000 tonnes—(NU).

Change in the Names of Owners or
Undertakings
(Information pertains to particular licences on'y)
From M/s Meameco Limited to M/s Jardine Henderson
Limited, 4-Clive Row, Calcutta-1.
From M/s Poddar Projects Limited, 31-Dalhousie Square (S),
Calcutta to M/s Hope Paper Mills Limited.
“From M/s K.G. Khosla & Co (P) Limited to M/s K.G.
Khosla Compressors (P) Limited.
From M/s Machine Tools Corpn of India Ltd, Ajmer to M[s
Hindustan Machine Tools Ltd; Bangalore.
From Burmah Shell Oil Storage & Distributing Company of
India Ltd, Bombay to M/s Bharat Refineries Ltd; New Delhi.'
From M/s Jaya Hind Sciaky Pvt Ltd to M/s Jaya Hind
Sciaky Limited.
From M/s Greaves Diesels Limited to M/s Greaves Lombar-
dini Limited.
From M/s K.G. Khosla & Co Pvt Ltd to M/s Khosla Com-
Pressors Private Limited.
From M/s Trackparts of India Pvt Ltd, Kanpur to M/s
Trackparts of India Limited, Kanpur.
From M/s Burmahshell Qil Storage & Distributing Company
of India Ltd to M/s Bharat Refineries Ltd, New Delhi.
From M/s Machine Tool Corpn of India Ltd; Ajmer to M/s
Hindustan Machine Tools Limited, Bangalore.

Licences Revoked, Surrendered, Lapsed
or Cancelled
a (Information pertains to particular licences only)
M/s Dulichand Omraolall, Culcutta—Vanaspati. (Revoked)

Mr Harsh Kumar Agrawal, New Delhi— Vanaspati.
(Revoked)
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M/s The Bombay Soap Factory, Bombay—Vanaspati.
(Revoked)

M/s M.P. Qilseeds Industries, C/o Shri Maneklal Purushottam-
dass Patel, Ahmedabad-14—Vanaspati. (Revoked)

Mr D.N. Das, C/o Assam Vegetable Products, Gauhati-l—
Vanaspati. (Revoked)

Mr N. Srinivasan, Alwarpet, Madras—Vanaspati. (Revoked)

Mr Daleep Keshavrao Gupta, Nandurbar Qil & Vanaspati
Industries, Bombay—Vanaspati. (Revoked)

M/s Adarsh Vanaspati Ghee Utpadak, Patna—Vanaspati.
(Revoked)

M/s Puri Hydrogenated Products, Jullunder City—Vanaspati.
(Revoked)

Mr B.L. Jaju, 1-A, Debendra Lal Khan Road, Calcutta—
Vanaspati. (Revoked)

Mr Shreelal Aggarwal, Calcutta—Vanaspati. (Revoked)

Mr M.L. Jaju, Dispur, Gauhati—Vanaspati. (Revoked)

M/s Ciba Geigy of India Ltd; 14, Jamshedji Tata Road,
Bombay—Rutin. (Cancelled)

M/s Khandelwal Laboratories Pvt Ltd; Bombay—Theophyl-
line, cte. (Capcelled)

M/s Indian Strips & Steel Ltd; Kanpur—Cold Rolled
Closed Annealed Box Strappings, Colled Rolled Light Harrow
Strips, etc. (Revoked)

M/s Bombay Industrial & Alloy Steel Limited, Bombay—
Celled Rolled & Alloy Steel Strips. (Revoked)

Mr Neeraj Nayan Kanoria, C/o North Bihar Sugar Mills Ltd;
Calcutta—Pulp & Paper. (Cancelled)

Mr L.P. Goenka, Industrial Strips & Strappings Co, Calcutta
—Cold Rolled Strips and Box Strappings. (Revoked)

M/s Hind Rectifiers Ltd; Mahalaxmi Chambers, Bombay—
Selenjum Rectifier. (Cancelled)

Mr R.C. Agarwal, C/o Agsons Agencies (India) Pvt Ltd;
New Delhi—Midget Electrodes. (Lapsed)

M/s Anil Steel & Industries Limited, Jaipur—Various types
of Wires. (Surrendered)

M/s Golden Steel Corpn (P) Ltd; Howrah—Re-rolled Pro-
ducts. (Cancelled)

M/s Pioneer Equipment Co Pvt Ltd; Baroda—Industrial
Furnaces & Water-cooled Moulds. (Cancelled)

Mr Nand Lal Todi, Todi Maansion, Calcutta—Industrial
Furnaces & Water-cooled Moulds. (Cancelled)

Mr S.N. Goenka, (Assam Fruit Juice Project), Delhi—Fruit
Juice, (Cancelled)

Mrs S. Gupta, Bhopal—Writing & Printing Paper. (Revoked)

M/s Steelcrete Pvt Ltd; Bombay—Cement, (Cancelled)

Letters of Intent Rejected, Lapsed or
Cancelled
(Information pertains to particular letters of intent only)
M/s Sandoz (I) Ltd; Worli, Bombay-18—Reactive Dyes.
M/s UP State Industrial Development Corpn Ltd; Kanpur—
GLS Lamps & Fl Tubes-—(Lapsed)
Mr N.K. Bajaj, Ghaziabad (UP)—Starch. (Lapsed)
M/s Atul Products Ltd; Atul, Bulsar —Nephthol. (Cancelled)
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M/s The Miniature Bulb Industries (I) Pvt Ltd; Dehra Dun—
Krypton Gas Filled Bulbs, for Miners’ Cap Lamps. (Closed)

M/s Hyderabad Allwyn Metal Works Ltd; Hyderabad—Air
Conditioners. (Lapsed)

M/s Hyderabad Allwyn Metal Works Ltd, Hyderabad—
Water Coolers. (Lapsed)

M/s Koolaire Pvt Ltd; New Delhi—Sanitary Ware. (Lapsed)

Mr D.K. Khaitan, 57-Model Town, Ghaziabad—Maize
Starch. (Lapsed)

Mr A K. Agarwal, Dir, M/s Indodan Milk Products Limited,
Muzaffarnagar—Dextrose Monohydrate, etc. (Lapsed)

M/s Nuchem Plastics Ltd; Barakhamba Road, New Delhi—
Not indicated. (Cancelled)

M/s Devidayal Electronics & Wires Limited, Bombay—
Diamond Wire Drawing Dies. (Cancelled)

Mr P.K. Abraham, C/o Regional Office. FACT Ltd; No I,
Auxiliam College Rd; Gandhinagar, Vellore-6—Textile Spindles
& Bilster Inserts. (Lapsed)

M/s Mohindra & Mohindra, Limited, Bombay—Glass Re-
inforced Plastic Products—(Cancelled)

Mr Satish Knmar, Clo Shri Mitter Pal Agarwal, Karnal—
Maize Products—(Lapsed) :

M|s Worah Springs Ltd; Jabalpar. (Madhya Pradesh)—Metal-
lic Industrial Springs— (Cancelled)

Mr M.P. Khemka, Calcutta—Not Indicated—(Cancelled)

Mr Ajit Herwadkar, Belgaum—Not indicated—(Cancelled) J

Mr Bishwanath Pasari, Delhi—Not indicated—(Lapsed)

Mr H.P. Bhatnagar, New Delhi—Midget Electrodes—(Lapsed)

M]s K.8. Associates, Calcutta—Rock Roller Bits—(Cancelled)

Mr Kamlesh Kumar Rathi, New Delhi—Not indicated—
(Lapsed)

Mr B.P. Kanodia, Calcutta—Not indicated—(Lapsed)

Mr R.K. Somani, Kanpur—Not indicated—(Lapsed)

M/s R.K. Agencies Ltd; Calcutta—Not indicated—(Lapsed)

Mr Sunil Kumar Daga, Calcutta—Not indicated—(Lapsed)

Mr Prabhat Chandra Pande, C/o Pande & Company Bhub-

RECORDS

World Bank Atlas —__AND
STATISTICS

A The tenth edition of the World Bank Atlas contains estimates of population, Gross National Product (GNP) and
per capita product of most countries for the year 1973. Growth rates for population and per capita product are
shown for the periods 1960-73 and 1965-73.

A total of 188 countries and territories are listed in this Atlas. As of December 31, 1975, 127 countries were
members of the Bank. Principal governments that have so far not participated in ffhe Banl_( are those
of seven countries in Eastern Europe, including the USSR, and the People’s Republic of China.

EUROPE

lation (mid-1973), GNP at Market Prices (1973), GNP Per Capita (1973),
Popu aalnd (Average Annual Growth Rates (1960-73 and 1965-73)

GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10.
Growth rate (%)

GNP at market prices

M/s International Tractors Co of India Ltd; Bombay— neswar-6—Not indicated——(Lapsed) Amount Per GNP per capita
Cormic International Tractors. (Closed) Mr Laxminivas Jhunjhunwala, Calcutta—Not indicated— Population (US$ capita
M/s Rajasthan Containers Ltd; New Delhi—Brake Assemb- (Lapsed) o No. Country (000) (millions) (US$)
lies. (Cancelled) }1:/[/5 Jayant O1l Mills (P) Ltd; Hyderabad—Castor Qil & 1 USSR! 249,750 538,438 %,(3):328 (l)é é(6) gg 3.5
Mr S.V. Balasubramanian, Coimbatore—Writing & Printing other bye products—(Lapsed) 2 Germany, Fed. Rep. of 61,970 329,6 0 3060 05 04 54 4.0
Mr Jagan Nath Vaju, Lajpat N 1V . 3 United Kingdom 56,000 171,38 8 . ) 2.3
Paper. (Gurrendered) indicated—(Lapsed) e New Delni—Not 4 Taly 54890 134,520 2450 0.7 0.7 43 4.2
M/s Munjal Steel, Ludhiana—C.R. Medium & Low Carbon " (Lapsed) 5  France 52,160 236,610 4,2(5)(0) é .2 (2).3 4.7 5.0
Steel Strips. (Cancelled) l\gl/)s Indequip Dayco Ltd; Naroda, Ahmedabad—Synthetic g Turkey gz,gig gé,ggg 1710 ] 2.4 g 3 gg
M/s Bharat Aluminium Co Ltd; New Delhi—Caustic Soda, <20°¢f Cots & Aprons,'etc—(Lapsed) 8 gg?;ﬁdl 33,360 69,860 2,090 0.9 0.8 3.9 4.2
(Cancelled) M/s Poddar Electronics Ltd; Calcutta—Midget Electrodes— 9 Yugoslavia 20,956 21,160 1,010 l-g 0.9 4.3 4.5
. i . . * . . . . o
Mr A.D. Jain, Delhi—Domestic Sewing Machines. (Lapsed) ) . 160 Romania . %g’ggg 5“0'38" 50 3800 _4(1).1 (]) 3 n3a.2 n2.a;
(Cancelled) ) M/s S.L.M. Maneklal Industries Ltd; Ahmedabad—Castir } é gzeégnl%r;kl))ve;x}:ialllep. A 21820 2870 05 03 > 58
Mr Baijnath Bhatter, Calcutta-7—Not indicated. (Cancelled) "ﬁa““"ed) . o 13 Netherlands 13430 58,180 4,330 12 I 4] 43
Mr D.P. Kappal, 604, Rohit House, New Delhi—Not indi-  Mv/° DruPa Agencies, Calcutta—Not indicated—(Lapsed) 14 Hungary! 10430 i 4’560 03 03 13 2.1
cated. (Cancelled) , M/s S.B.B.P. Kajaria, Calcutta—Not indicated—(Lapsed) 16 gce)lrgt:lugl:l 8:994 12:690 1,410 0.0 —0.1 7.4 8.0
Mr O.N. Chopra, New Delhi-48—Not indicated. (Cancelled) M/sC.R. Patel& R.R. Patel, Baroda—Not indicated— (Lapsed) 17  Greece 8,930 ig’;’lz(()) 11’2;78 8; 82 1,37 ;/.6
Mr Satya Narain Bhartia, New Delhi—Not indicated 1]:441 sl\?:rl;;arpe;(Mllls L(t:diCalcutta—-N.ot fndicated_(Lapsed) %g lsgvl\l/leg;errllal g:?ﬁ% 48,070 5,910 0.7 0.7 3.0 2461
(Cancelled) v a fumar, Caleutta—Not indicated—(Lapsed) 20 Austria 7,530 26,438 gf ég ?g (1)' g g. 3 5.1
Mr Mayanak Kumar Poddar, Calcutta-16—Not indicated. r R.P..Baya, New Delhi—Not indicated—(Lapsed) 21 Switzerland g,ggg ;g,%‘m 210 07 07 39 gg
(Cancelled) Mr Munish Kumar, M/s Girdhar Paper Pvt. Ltd; Meerut— %g I?i(:ﬁgla:ir k 4,660 16.760 3,600 0.3 0.2 4.5 5.2
Mr S.S. Bhartia, 2-Palam Marg, New Delhi—Not indicated, ot indicated—(Lapsed) 2 Norwrally 3,960 18,460 4,660 0.8 0.8 4.0 3.8
(Cancelled) M/s Geep Flashlight Industries Ltd; New Delhi—Auto Lamps 25  Ireland 3,030 ?,(5)%(()) 2, ‘l,{ gg (2) g g ; Z 2 g Sl)
M/s Agarwal Brothers, Bombay—Not indicated. (Cancelledy ~—(Surrendered) 27 Cyme "6 930 a6 0.9 0.8 6.1 6.8
i . ru :
M Sushil Kumar Agarwal, C/o M/s Agarwal Automobile, M/s Elsons .Co.tton Milis Pvt. Ltd; Ballabgarh, Haryana— 28 Ll);)r()embourg 350 1,730 4,940 0.8 0.6 2.6 3.1
Sagar—Maize Products. (Lapsed) 300 looms of indigenous make—(Cancelled) 29  Malta 320 340 é,ggg —(1)‘11 (1)3 g . z ;-(6)
N ' i : : 210 1,060 : : . : :
M/s Bharat Bijlee Ltd; Bombay—Transformers. (Lapsed) &h,i/csce(;éi}iizsgirﬁrlth:cl?f:dPVt' Hd; Bombay—Microscopes N g | lslands! 132 320 2400 1.4 1.7 20 1.0
Mr R. Sundaraman, Madras—Power Transformers. (Lapsed) Mr Surinder Kumar. New D)elh' Blocts ad 32 TIsle of Man! g? }28 5’?28 ;g ;? (2);) ——% g
M/s R. Bhatia & Co, C/o M/s Brilex Chemicals, Amritsar— ;.. & Calculating Machines etc_‘(‘Caffjfl‘jj“y operated Add- 33 Creenland 40 150 3,840 1.0 0.9 4.8 3.6
Maize Products. (Lapsed) ’ ) a9 Laeroc I 28 40 1,580 1.3 1.6 1.8 3.8
Mr Ram Prakash U. Bubna, C/o Nav Bharat Machine &. 22 Gibraltar

1 . NP per capita and its growth rate are tentative. . . '
*E[‘E:tézlliﬁzgcfn? of tl'f)ese ﬁgures was under discussion when the Atlas went to press; based on information supplied by the

; ing a currency conversion rate of 20 lie to the US$, the per capita GNP would amount to $890 for
11{90';131a2111%nt}g(;)vrzrlrilnrﬁflztr,yaggi;fxf for li974 vglould be $910. These figures are, however, not comparable with those for other coun-
y .

tries, as presented here.

Mr N.K. Jain, Muzaffarnagar—Maize Products. (Lapsed) Engg. Co., Bombay—Not indicated—(Lapsed) 5
Mr Ashok Jain, Delhi—Maize Products. (Lapsed) Mr L. Khaitan, Calcutta—Midget Electrodes—(Lapsed)

Mr Sudhir Gupta, Kota—Maize Products. (Lapsed) , M/s Kaira Can Co. Ltd; New Delhi—Metal Battery Jackets
Mr Diraj Nandan Patodia, Calcuitta—Not indicated, (Lapsed) —(Cancelled)
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ASIA ' AFRICA

Population (mid-1973), GNP at Market Prices (1973), GNP Per Capita (1973), and Average, Annual

Population (mid-1973), GNP at Market Prices (1973). GNP Per Capita (1973), and Average Annual
Growth Rates (1960-73 and 1965-73)

Growth Rates (1960-73 and 1965-73) GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US $10.
GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10 GNP at market prices Growth rates (%)
i — Amo%nt Per Population GNP per capita
NP at ket price Population  (US§ capita
_ GNP at market prices Growth rate (%) 4 / No. Country (000) millions)  (US8) 1960-73 196573 1960-73  1965-73
i Amount Per Population GNP per capita v I Nigeria 171,262 15,050 210 2.5 2.5 3.6 8.3
. p p )
Population (US$ capita —-— - 2 Egypt, Arab Rep. of 35,619 8,820 250 2.5 2.5 1.5 0.8
No. Country (000) millions) (US$) 1960-73 . 1965-73 1960-73 1965-73 3 Ethiopia 26,550 2,290 90 2.2 2.4 2.4 1.6
— — _ 4  South Africal 24,265 25,420 1,050 3.1 3.2 2.7 2.0
1 China, People’s Rep. of? 811,350 216,750 270 1.7 1.7 3.8 4.6 5  Zaire 23,438 3,200 140 2.7 2.7 26 29
2 India 581,911 71,590 120 2.3 2.3 1.3 1.5 5’; Sudan? 17,051 2,260 130 2.8 2.8 ~0.9 ~0.6
3 Japan 108,350 393,000 3,630 1.1 1.2 5 4 56 g %1220200 %‘51,9/8(3) g,ggg g%g %g g.i { .g ig
‘ ) : r1 ) ’ . . . .
4 Bangladesh 74,000 5,910 80 2.6 2.4 ~0.2 ~1.6 9 Tanzania® 13.974 1830 130 29 28 28 26
5 Pakistan 66,230 7,740 120 2.9 2.9 3.4 2.5 10 Kenya 12,480 2,150 170 3.2 3.3 3.1 3.3
6 Philippines 40,219 11,170 280 3.0 3.0 23 56 11 Uganda 10,829 1610 150 28 3.0 2.1 1.2
i ) ) : Ghana 9,313 , 760" . . . .8
g ;hallznie of ii"é%% ig’ggg ig?) > 30 4.8 4.5 13 Malagasy Rep. | 8,301 1,260 150 2.7 2.8 0.3 0.9
orea, Kep. ’ ’ 2.2 1.9 7.1 8.7 14 Mozambique® 8,283 3,110 380 2.0 2.1 3.3 4.1
9 Iran 32,136 27,830 870 3.2 3.2 6.4 T4 15 Cameroon 6,206 1,530 250 2.0 2.0 3.2 4.9
10 Burma 29,509 2,360 80 2.2 2.2 0.7 0.7 16  Rhodesia 5,900 2,520 430 3.3 3.5 1.7 3.5
11  Viet-Nam, Dem. Rep. of* 23,220 2,600 110 2.8 2.5 0.3 _0- s }g Ivory Coast 5,887 %,_%58 Zgg %g fir(; ’;21g 3.0
12 South Viet-Nam 19,870 3,200 160 2.6 2.6 0.6 ~0.7 19 OpEoR Ry 410 70 2.1 2.1 0.4 1
13 Afghanistan 16,634 1,420 90 2.2 2.2 0.3 0.9 20 Tunisiat 5,459 2,530 460 2.1 2.1 3.4 49
14 - China, Rep. of 15,424 10,250 660 3.0 2.8 6.9 73 21 Mali 5,370 370 70 2.1 2.0 1.0 0.5
15 Korea, Dem. Rep. of! 15,040 5,160 340 2.8 2.8 4.6 2' 7 %2 Guinea_ 5,243 570 }18 %2 %2 0.1 0.1
16  Sri Lanka 13,180 1,560 20 2.3 2.1 2.0 2.0 2% e ihe 200 430 29 2.9 17 05
. ) i s ; . . . -0.
17 Nepal 12,020 1,100 90 1.9 2.1 0.4 —0.1 25 Niger 4,357 450 100 2.7 2.7 -1.9 4.6
18 Malaysia 11,302 6,490 570 2.6 2.5 3.9 3.7 26  Senegal 4,070 1.160 280 2.1 2.2 —-1.8 —-2.8
19 Iraq 10,410 8,880 850 3.2 3.3 2.9. 2.6 % Rwanda? 3,980 290 70 3.; %8 0.3 3.2
20  Saudi Arabia 7,745 12,470 1,610 1.7 1.7 8.7 10/ 3 gad 3 370 80 20 2.0 s 3
1 * urundi s . : . .
21 Can.qbodla1 7,566 550 70 2.5 2.6 -1.8 -5.2 30 Sonilalia2 3,042 250 80 2.4 2.5 -0.2 1.6
22 Syrian Arab Rep. 6,948 2,800 400 3.3 3.3 3.8 3.6 31 Benin, People’s Rep. of? 2,947 330 110 2.7 2.7 1.0 1.5
23  Yemen Arab Rep.! 6,217 620 100 2.4 2.4 na. na 32 Sierra Leone® 2,787 460 ; ggg %% %% I(I)g 1.5
24 Hong Kong 4,160 5,950 1,430 2.3 1.9 7.0 5.8 3431 Iflobsgln Arab Rep.* 22,11613 7,%8 150 37 57 02 g'S/
25 Israel 3,210 9,660 3,010 3.1 2.8 5.6 6.7 35 Contral African Rep. 1,710 280 160 22 2.2 0.4 1.0
26 Laos! 3,180 200 60 2.4 2.4 1.9 2.5 36  Liberia 1,452 450 310 3.3 3.3 2.2 4.7
27 Lebanon 2,977 2,790 940 2.6 2.7 30 3 . ! 37  Mauritania 1,257 250 200 %71 %g 4 ; 1.2
28 Jordan 2,540 870 340 3.3 3.4 13 -—2.6 gg Eon%cl)l,olz’eople’s Rep. of %,{22 cltég 21”88 > 5 ;8 ég
i ) : e ) : ‘ : . .
29  Singapore 2,185 3,990 1,830 2.1 1.8 71 0.4 0 M jﬁritius 260 160 410 21 15 0.4 14 .
30 Yemen, People’s Dem. Rep. of.! 1,560 170 110 3.1 2.9 na. na 4] Botswana? 641 150 230 1.9 1.9 4.7 6.4
31 Mongolia 1,357 740 550 2.7 2.8 0.6 1.6 42 Gabon 520 680 1,310 6 % 11 ? gg 6.1
32 Bhutan! 1,124 70 60 2.3 2.3 ~0.3 ~0.2 4  Gambia, The. 3 % o 22 202 3.7 22
. . . a (] . . . .
33 Kuwait 880 10,610 12,050 9.4 8.2 -2.1 ~2.9 45 R:{lr:li:)n’z 470 570 1,210 2.7 2.4 4.7 4.6
34 Oman 720 610 840 3.0 3.1 13.5 19.4 46 Swaziland? 463 150 330 3.0 3.1 6.9 6.3
35  United Arab Emirates 320 3,720 11,630 9.9 11.0 19.3 16.1 47 Equatorial Guinea® 313 80 260 1.9 1.4 0.4 -3.1
36 Macao! 260 70 270 3.7 3.4 —3.5 —4.6 48  Cape Verde Islands® 280 90 340 2.7 2.9 5.1 6.0
37 hrain? 232 21 ’ ’ : 49  Comoro Islands® 260 40 170 2.2 2.1 3.1 1.2
Bg r_au: 0 900 3.3 2.9 n.a. —-17.8 50 Ceuta and Melilla2 127 70 590 —-1.4 —1.5 4.7 6.7
38  Sikkim 216 20 90 2.4 2.4 -0.3 0.1 51  French Ter. of Atars and Issas? 101 160 1,580 1.8 2.2 9.4 10.3
39 Qatar 180 1,090 6,040 8.5 8.9 51 7.9 52 Sao Tome and Principe? 77 40 470 1.7 3.2 1.3 ~0.3
40 Bruneit 145 240 1,640 4.2 3.8 1.0 3.7 ¢ <33  Seychelles Islands® 55 [2)(:1ta includefl7i(:1 those o f2§;1)ain 2.0 1.8 0 e
4] Maldive Islands! 114 10 90 1.7 1.9 0.9 0.5 * 154  Spanish Sahara
“““““““ . — - 1. Includes data for Namibia. 2. Estimates of GNP per capita and its growth rate are tentative. 3. Mainland Tanzania.
1. Estimates of GNP per capita and its growth rate are tentative. 4 GNP per capita growth rate relates to 1961-73. 5. GNP per capita growth rate relates to 1964-73. 6. GNP per capita

2. GNP per capita growth rate relates to 1971-73. growth rate relates to 1962-73.
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- NORTH AND CENTRAL AMERICA

Population (mid-1973), GNP at Market Prices (1973), GNP Per Capita (1973),
and Average Annual Growth Rates (1960-73 and 1965-73)

GNP at market prices rounded to US$ tens of millions. GNP per capita rouded to nearest US$10.
GNP at market prices Growth rates (%)

OCEANIA AND INDONESIA

Population (mid-1973), GNP at Market Prices (1973) GNP Per Capita (1973),
and Average Annual Growth Rates (1960-73 and 1965-73)

GNP at market prices' rounded to US$ tens of millions. GNP per capita rounded to nearest US$10.
GNP at market prices Growth rate (%)

Amount Per Population GNP per capita Amount Per Population GNP per capita
Population (US$ capita. @~ ——————— Population US$ capita —_

No. Country (000) millions) (US$) 1960-73 1965-73 1960-73 1965-73 :.\\ Wo. Country (000) millions) (US$) 1960-73 1965-73 1960-73 1965-73

1  United States 210,400 1,304,530 6,200 1.2 1.0 3.1 2.5 1  Indonesia 124,415 15,980 130 2.0 2.1 2.4 4.5

2 Mexico 56,047 49,830 890 3.5 3.5 3.3 2.8 2 Australia 13,130 57,170 4,350 1.9 1.9 3.1 3.0

3 Canada 22,130 120,510 5,450 1.7 1.4 3.7 3.5 3 New Zealand 2,960 10,900 3,680 1.6 1.4 2.2 2.0

4 Cuba! 8,920 4,850 540 2.0 1.8 ~1.0 0.7 4 Papua New Guinea 2,596 1,050 410 2.4 2.5 4.6 5.0

5 Guatemala 5,175 2,590 500 2.4 2.1 3.3 38 5 Portuguese Timor" 640 90 130 1.8 1.7 1.1 2.1

6 Haiti 4,454 570 130 1.7 1.6 -0.3 0.7 6 Fijil 551 360 650 2.6 2.2 2.9 5.3

7 Dominican Rep. 4,432 2,310 520 2.9 2.9 2.7 51 7  British Solomon Islands! 179 50 280 2.7 2.8 1.3 0.7

8 FEl Salvador 3,771 1,320 350 3.5 3.4 1.9 ()'g' 8 Western Samoat 153 40 250 2.5 2.4 0.8 1.1

9  Puerto Rico 2,950 6,420 2,180 1.6 1.6 5.7 5.2 9  French Polynesia® 130 350 2.680 3.9 4.8 7.1 0.2
10 Honduras 2,781 890 320 3.2 3.0 1.3 1' 1 10  New Caledonia! 126 630 5,010 3.9 4.8 5.6 7.4

11 Nicaragua 1,973 1,060 540 2.6 2.5 3.3 1.6 11 Trust Ter. of the Pacific Islands' 102 50 450 2.2 2.8 3.9 3.3

12 Jamaica 1,967 1,950 990 1.6 1.4 3.6 4.8 12 Guam! 100 410 4,130 3.1 3.2 8.1 11.8

13 Costa Rica 1,872 1,320 710 3.1 2.9 2.7 3.5 13 Tonga! 95 20 210 3.3 3.0 -0.7 -0.9

14 Panama 1,570 1,450 920 3.1 3.1 4.4 4.3 14 New Hebrides! - 92 40 480 2.6 2.7 3.2 1.6

15  Trinidad and Tobago 1,059 1,380  ° 1,310 1.7 0.9 2.1 W) 15  Gilbert and Ellice Islands? 58 20 360 1.7 1.7 —1.8 -2.3

16 Martiniquel1 343 460 1,330 1.5 0.8 4.8 4.8 16  American Samoal 28 30 1,020 2.3 1.9 9.7 6.7

ig gg:tiﬁgls]pe ggg 328 11,,838 (l)g g g ‘;g 4.9 1 Estimates of GNP per capita and its growth rate are tentative.

19  Netherlands Antilles! 234 360 1,530 1.5 1.5 ~-0.4 3?, FOR PURPOSEs of international entering its third and final tially on the basis of official are calculated in the same
20 Baharr:asl 190 440 2,320 4.0 3.6 2.2 1.1 comparison, Gross National research phase, has developed —exchange rates. In several cases, manner through .conversion
%& gfllfecial %(3)% gg 238 % g 2.9 2.0 1.9 Product (GNP) estimates in a highly sophisticated method however, official rates have to current US dollars by the
23 Gl:eng o 106 20 330 12 (l)g g% 2.8 US dollar equivalents or some for measuring total expendi- been adjusted to correspond US GNP deflators linking the
24  St. Vincent! 90 30 300 0.9 0.9 1.4 g; other numeraire should be ture, which can then be used more closely to realistic market base period 1972-74 to 1972 °
25  Dominica! 74 30 360 1.6 1.6 1.3 0.8 calculated, ideally, on the basis to derive more reliable and rates. The multi-year base and 1974, respectively. Finally,
%g X“{S_m Isllands (usy! Z; 4%8 5358 6.1 4.5 9.6 1.1 of purchasing power parities directly comparable estimates period method has been re- the current dollar estimates
28 Canal Zone! 67 200 2,910 37 26 5.2 -8 orhrough direct real product of per capita income on an fained in an attempt to reduce for cach year are divided by
29  Bermudal 55 260 4710 1.6 1.6 4'2 ‘11-3 comparisons. The World Bank international scale than hereto- the temporary distortions the corresponding mid-year
30  St. Kitts-Nevis Anguilla! 45 20 450 ~1.0 ~0.9 2.4 —O‘i and other organizations con- fore possible. The published resulting from undervaluation population figures to derive per

: . capita GNP,

1. Estimates of GNP per capita and its growth rate are tentative.

SOUTH AMERICA

Population (mid-1973), GNP at Market Prices (1973), GNP Per Capita (1973),
and Average Annual Growth Rates (1960-73 and 1965-73)

GNP at market prices rounded to USS tens of millions. GNP per capita rounded to nearest US$10.

GNP at market prices

Growth rates (%)

cerned with economic develop-
ment problems have long
recognized the deficiencies
inherent in the exchange rate
approach to comparative in-
come analysis; the search for
a better method has been under
way for more than 30 years.

ICP findings represent detailed
comparisons for 10 countries,
and will be extended during
the next two years to cover
35 to 40 countries, including
20 to 25 developing countries.

In the interim, the World
Bank continues to improve its

or overvaluation of currencies
in particular years. The current
edition of the Atlas continues
to give GNP figures at market
prices.

Weighted Averages

For the new Atlas computa-

It should be remembered
that exchange rates equate,
at best, the prices of interna-
tionally traded goods and
services. They may bear little
relationship to the prices of
goods and services not entering

) Amount Per GNP per capita i i

Population .(I_IS$ capita Ambitious Effort Atlas as a source of readily tionsof GNP in market prices international trade, which form

No. Country (000) millions) (US$) available comparative GNP and GNP per capita in 1973, the bulk of the National Pro-
1 Brazil 101,051 76,950 760 2.9 29 36 50 By. f:ar the ﬁx.nost etlabo(;'a:failzg data. The 'multi-year base GNP in local currency u.nits is duct .in m0§t developing
2 Argentina 24,282 39,760 1,640 1.5 1.5 2.7 29 ?mbl'flous e ‘ort yet unde period first introduced in 1972 first expressed in weighted countries. Agricultural output
3  Colombia 22,500 9,900 440 2.9 2.8 2.4 3.1 n this area is th? UN Interna-  .¢ heen updated for this 1975 average prices of the base and services, in particular, are
45; 1‘J,eru 1 i‘}%%é 1g,(3)70 620 2.9 2.9 2.1 1.8 tional Comparison Project .qiion  from  1965-71 to period 1972-74, converted to generally priced lower in rela-
; Cﬁ?lizuea 10,’230 7,3%(()) 1,%(()) % 421 g (3) %9/ 1.3 gCP), a study be.gun ;;13.968 1972-74, to reflect the price 1972-74.US dollars at the tion to. industrial' ox.xtput in
7 Ecuador 6,786 2:560 380 3.4 3’5 19 %g Jomflyz by the Umte(;i haIlme,s and exchange rate movements GNP-weighted average ex- c!.evelopmg .than in industria-
8 Bolivia 5,331 1200 230 26 28 2% 5> Statl.stlcal Office and the mt; of recent years which began change rate for the base period, lized countries, and agriculture
9  Uruguay 2,995 2,850 950 1.3 1.2 0.2 0.0 versity of Pennsylvania WIth ¢ 4he time of the realignment and then converted to current often accounts for the largest
10  Paraguay 2,416 1,000 410 2.6 2.6 1.9 2.2 e support of the World Bank  o¢ major currencies with the US dollars by adjusting the share of total product in
}é g}gﬁg& ;gg ggg g;g %‘51 %‘21 1.5 1.1 nc! a numl‘)er of other lfltetr' Smithsonian Agreement of US ‘inﬂ%.n%on as measured by developing cmfntries. The
13 Frencn Guianal 5 0 1,360 5 2 35 g% %411 ?rfsttli?n?’l’nnanonal’ and private Eelcemberth19d71. Tl?e present }he llr;;);lc“'r ;ISGCIEII;IP deflator cl;ure?cy convgrSIton method,
: : : ; - . : utions. tlas method remains an ex- 1or . e estimates therefore, tends to exaggerate
1. Estimates of GNP per capita and its growth rate are tentative. The ICP, which is now change rate conversion, essen- for 1972 and 1974 (preliminary) real imcome differences bet-
EASTERN ECONOMIST 712 OCTOBER 1, 1976 : 713 OCTOBER 1, 1976
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ween less deaeloped and more
developed countries. A com-
parison of the ICP findings
with the Atlas figures (for 1970)
as published in our 1972 edition
helps illustrate this point
(Table I).

For the petroleum-exporting
countries, the 1974 GNP
per capita does not fully
reflect the income effect
of the considerable increases
in petroleum prices since
late 1973. The estimates
are calculated for all countries
on the basis of average 1972-74
prices and exchange rates, so
that the impact of the large rela-
tive export and product price
changes in their favour in 1974
influences the estimates in only
one of the three base years.
The Table II, comparing
1973 and 1974 GNP per capita
figures for the petroleum
exporters, calculated at both
current prices and exchange
rates and on weighted average
1972-74 prices and exchange
rates, illustrates this point.

Impact of Oil

The straight conversion for
1973 gives generally lower
estimates for that year than
the Atlas methodology, and
more so when oil is a more
important element of the GNP.
This reflects the Atlas’s use of
the broader 1972-74 base which
includes one year of higher
oil prices. The same compari-
son for 1974 shows the oppo-
site, with lower Atlas numbers
because of their inclusion of
1972 and 1973 oil prices in
their base. The comparison of
the Atlas estimates in the two
years provides a picture of
real (volume) growth between
1973 and 1974, whereas the
straight conversion adds the
gains from higher export prices
to the difference between 1973
and 1974.

The estimates for the cen-
trally  planned  economies

EASTERN ECONOMIST

(CPEs) of Eastern Europe are
based on the Gross Domestic
Product (GDP) per capita
estimates developed by the UN
Economic Commission for
Europe® through an extensive
“physical indicators” com-
parison for 1965.

New Relationship

In this study, dollar values
for the eastern European
countries ~ were obtained by
correlating 21 physical indi-
cators with levels of per
capita in 22  non-socialist
countries and applying these
estimating equations to the
socialist countries. This set
of estimates was moved to
1973 by means of GNP and
population growth indices and
the weighted average GNP
deflator for the 22 non-socialist
countries included in the origi-
nal study. This approach is
similar to that used in the
Atlas to culculate GNP in
current US dollars for other
countries. The relationship
between these 1973 estimates-—
which are somewhat similar
to purchasing power parity
estimates—and the 1973 GNP
per capita figures developed by
means of the standard Atlas
methodology were then tested
by linear regression analysis
for the 22 non-socialist coun-
tries and found to be statisti-
cally significant at the one per
cent level. The GNP one per
capita estimates (Atlas metho-
dology equivalents) for the
seven CPEs were then culcula-
ted on the basis of this re-
lationship.

It should be emphasised that
in the absence of market
conditions, internal cost and
price relationships in the coun-
tries with centrally planned

.

2United Nations Economic Com-
mission for Europe, Economic Survey
of Europe in 1969—Part 1 Structural
Trends and Prospects in the European

Economy (New York: 1970), pp.
139-152,

economies differ substantially
from those in other countries
having similar per capita GNP
levels. More than usual caution
must be exercised, therefore,
in using and interpreting data
for these countries.

Minor revisions have also
been made in the current edi-
tion of the Atlasin the basic
data series of both GNP and

population for a number of
countries. Scholars and statis-
ticians interested in fuller and
more technical explanations of
the methodology used in com-
piling the figures for the World
Bank Atlas are invited to
address their queries to the
Economic and Social Dtk
Division, Economic Analysis
and Projections Department,
World Bank.

TABLE 1
Comparison of ICP Findings and Atlas Figures

1970 Product per capita
(Indices, US = 100)

Atlas Ice
Country (GNP) (GDP)*
Kenya 3.2 5.7
India 2.3 7.1
Colombia 7.1 15.9
Hungary 336 40.3
Ital.y 37.0 45.8
United Kingdom 477 60.3
Japan 40.3 61.5
Germany, Fed. Rep. of 61.6 747
France 65.1 75.0
United States 100.0 100.0
*QGross Gomestic Product —;’;;-
TABLE 1T
Comparison of GNP Per Capita, 1973 and 1974
(current US$)
1973 1974*
Atlas  Straight Atlas  Straight
_Country methodology conversion methodology conversion
Algeria 570 540 650 770
Bahrain 900 900 2,250 2,270
Ecuador 380 370 460 - 500
Gabon 1,310 1,210 1,560 1,930
Indonesia 130 120 150 180
iran 870 800 1,060 1,340
Iraq 850 640 970 1,330
Kuwait 12,050 8,170 11,640 20,700
Libya 3,530 2,910 3,360 4,990
Nigeria 210 180 240 310
Oman 840 520 1,250 1,860
Qatar 6,040 3,330 5,830 10,530
Saudi Arabia 1,610 1,040 2,080 3,008,
Trinidad & Tobage 1,310 1210 149  1.7€0
United Arab Emirates 11,630 7,500 13,500 22t060
Venezuela 1,630 1,440 1,710 2,180

*Preliminary.
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a global compact

MovED BY the abject poverty of millions of people in Asia and Africa, Mr Robert S.
McNamara, President of the World Bank, has urged the rich nations of the world “to
move beyond debate on peripheral issues and reach a basic understanding—a global
compact—to eradicate absolute poverty” by the end of the century. He was addressing
tﬁe board of governors of the World Bank Group at Manila, the Philippines, earlier
this week.

According to Mr McNamara, income disparities between nations have widened in
the past decade and are likely to increase further in the next decade. The poorest
nations of the world having a population of 1200 millions commanded per capita
income (at 1975 prices) of $130 in 1965 which rose to $150 in 1975 and is expected to
move up to $180 in 1985. The middle-income developing countries with a total
population of 900 millions had per capita income of $630 in 1965 which rose to $950 in
1975 and is projected to increase to $1,350 in 1985. The developed countries, on the
other hand, had a total population of 700 millions with per capita income of $4,200 in
1965 which increased to $5,500 in 1975 and is likely to rise to $8,100 in 1985.

1t is conceded that per capita income is not an ideal measure for assessing the
level of living of a group of people but, by and large, it does convey meaning to the
degree of affluence enjoyed or the extent of suffering caused to the destitutes. For
example, the people in the poorest nations of the world had a standard of living
according to this indicator, which was 1/32 of that of the developed nations and thi;
ratio would drop further to 1/45 in 1985. Mr McNamara has thus focussed the
attention of the world on this problem by citing statistics in the most telling manner.
What is more, he has rightly blamed the developed nations for their failure to assist
the developing nations in the development task.

In 1975, the developed nations gave by way of Official Development Assistance
(ODA) only 0.36 per cent of their Gross National Product (GNP) even though they
had promised in the United Nations in 1970 to provide 0.7 per cent of GNP. The
two countries which had a dismal record in assisting the poor of the world were the
USA and Japan. Together they commanded 54 per cent of the GNP of ODA countries
and were responsible for two-thirds of the shortfall in funds in ODA. Mr McNamara
has estimated that the richer nations lagging behind the stipulated target of assistance
could easily make up for the shortfall if they increase ODA by two per cent to three
per cent of the annual increment in their GNP.

Understandably, the developing countries had to bear a heavy burden in the
servicing of past debts but their distress was being accentuated by the very low level of
capital flows to them. What was more, the stiff tariff and non-tariff barriers against
the exports of these nations needed to be eliminated so that they could earn an
additional three billion to four billion dollars annually by 1985. These nations would
need to refashion their economic policies and procedures not only to stimulate exports
but also to diversify them. Dependence on a limited number of agricultural commo-
dities whose prices fluctuated violently had also hurt their schemes of economic
development.

Bearing all these factors in mind, Mr McNamara has pleaded “that the rich and
the poor nations should reach basic understanding in regard to (a) the nature and
magnitude of the problem; (b) the action required to address it; (c) the relative
responsibilities of those involved; and (d) the costs and benefits to each of doing so
In other words, a global compact should make it clear as to (1) the additional trade.
and aid sypport which developed nations are to provide; and (2) the policy reforms



and structural changes which developing
nations should undertake so as to meet
the basic human needs of the absolute
poor by the end of the century.

Mr McNamara drew pointed attention
to the role of the International Develop-
ment Assistance (IDA)funds for providing
concessional assistance to the poor
countries. He said that progress in regard
to the replenishment of the IDA funds had
been painfully slow. Despite meetings of
the deputies of Finance ministers in
November 1975 and again in February
and June this year, there was as yet no
final agreement on the amount of the fifth
replenishment. He was afraid that there
was no chance that the negotiations on this
issue would be completed in time to

permit legislative ratification by June 1977
—the date on which IDA’s commitment
authority would end.

While addressing the Commonwealth
Finance ministers at Hong Kong on
September 30, Mr C. Subramaniam, our
Finance minister, also asked the developed
countries to come forward generously for
the fifth replenishment of the IDA which
alone could bring substantial relief to the
poor countries. The rich countries, he
said, should have a commitment towards
the IDA irrespective of any election
c:{tmpaign which might be engaging their
aitention. The reference obviously was to
the USA where the presidential election
in November this year was perhaps the
most hotly-debated topic.

MMTC prepares to
face new challenges

AT A press conference in the capital Jast
week, Mr C. R. Das, chairman of the Mine-
rals and Metals Trading Corporation of
India Ltd (MMTC), listed the various
spheres in which this state trading enter-
prise has proved its competence though in
the year ended March 31, 1976, its turn-
over as well as profitability had taken the
downward course. While exports rose
from Rs 138.2 crores in 1974-75 to
Rs 168.4 crores in the year under refe-
rence, imports dropped from Rs 607.1
crores to Rs 539.2 crores, and domestic
turnover increased from Rs 1.9 crores to
Rs 3.4 crores during the same period. The
turnover of its subsidiary also dropped
from Rs 17.0 crores in 1974-75 to Rs 14.7
crores in 1975-76.

The fall in the value of imports was
caused by the declining trend in world
prices, particularly of fertilizers and
sulphur. Also, the volume of their imports
was restricted due to the comfortable
position in the domestic market. The
management of the MMTC exhibited
great skill in making these purchases in
the sense that finished fertilizers valued
at Rs 193.0 crores (volume : 0.94 million
tonnes) were purchased without giving an
inkling to the market intelligence sources.
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It showed that the corporation had learnt
the art of concluding big deals in the do-
main of business without even causing a
ripple in the price level.

Not unexpectedly gross income of the
corporation fell from Rs 53.11 crores in
1974-75 to Rs 42.01 crores in 1975-76.
Presumably, not only the value of imports
dropped but the profit margin also was
scaled down in order to make avajlable
fertilizers at cheaper prices to the farmers.
The stocks with the corporation were
reduced from 20.9 per cent of sales in

1974-75 to 13.8 per cent in the year under
report.

However, the verification of stocks
of the value of more than Rs 19 crores
was not a8 mean job, The auditors have
stzf.ted that the valuation of stocks “is
fair and proper in accordance with the
normally accepted accounting principles”
but have also stated that “for want of
adequate weighing facilities for weighing
heavy consignments, congestion caused
due to accumulation of stocks and on
account of intermingling of consignments”
they had no option but to adopt the
book figures. It js necessary that more
attention should be given to proper assess-

720

ment of stocks which should be ascestais;
ed accurately at least oncea year. =

The import of non-ferrous metals 8%}
Rs 188 crores in 1975-76 was almost at}:’,
the same level as in 1974-75 largely due.
to the recession in the world market an_d
subdued demand in the home market;i‘
However, since March 1976, revival in 5
economies of industrial countries has oné#:
again pushed up prices. The corporation;:
has maintained its policy of selling;
copper “‘off-the-shelf”’. The most sigol’;
fizant achievement in this sector was the,
sharp reduction in stocks which droPPed
from Rs 120 crores in 1974-75 to Rs 53
crores in 1975-76.

important item

Iron ore continued to be the most
important item on the export list of the
corporation. In the year under refcrel.we
the export of iron ore at 11.6 million
tonnes was valued at Rs 129.5 crores out
of the total export cf the order of
Rs 168.4 crores. There was a time Whef
the MMTC used to make huge Josses O
the export of iron ore but the highly
cooperative attitude of the importers has
resulted in steady increase in Prices
cutting out the losses substantially. The
unit value realisation in 1975-76 was UP

by 22 per cent. )z?
But it should not blind us 10

the fact that during the past fifteeD
years, the steel prices all over the world
have risen much faster than the iron 0ré
prices. This point was particularly high"
lighted by Prof D.P. Chattopadhyay3,
union minister of Commerce, at the annua
general meeting of the MMTC last Wef?k'
He said that the historical trends of pricing
of iron ore could not be said to have
been equitable and remunerative. A
study on the relationship between the
prices of iron ore and of steel preparé
showed that in the five-year Pefif’ds
1950-54 and 1965-69, while iron ore prices
dropped from six to 12 per cent, the
steel prices rose from 43 to 57 per cent.

Our country played a prominent rol°
in the formation of the Association ©
Iron Ore Exporting Countries. The S_O1e 4
objective for bringing this association ifé
being was to obtain an adequate Pprice
for iron ore from importers. The battle fof
securing stable and remunerative prices
for raw materials and commodities Wa$
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being fought at various international
forums but with not much success. It
was in this context that Prof Chatto-
padhyaya urged the importing countries
to recognise the utility of such an asso-
ciation “in bringing abouta better order
in.iron ore trade for the mutual benefit
‘of the buyer as well as the seller”.

In order to remain competitive in the
world markets in so far as iron ore is
concerned, the corporation will have to
devote more attention to pelletisation of
this ore. Mr C.R. Das, chairman of the
corporation, indicated at the above-men-
tioned press conference that the MMTC
was planning to revamp its export strategy
in two respects. First, pelletisation of
iron ore was becoming increasingly popu-
lar in world markets and hence the corpo-
ration was taking steps to start this pro-
cess on an extensive scale in this country.
Second, the available port facilities in this
country were hardly adequate. The Haldia
dock, the Vizag and the Madras Outer
Harbours had all got delayed which would
affect the corporation’s ability to enhance
exports. The MMTC had decided to
start work on a port complex on its own
so as to improve its export capability in
relation to the competitors.

87
4 creditable performance

That the MMTC had continued to
expand its export of iron ore despite all
these hurdles was indeed creditable. The
performance in the year under reference
was praiseworthy because the volume as
well as value of iron exports had expan-
ded at a time when international trade in
this raw material had shrunk due to
the world-wide recession. The fall in iron

- ore exports of the competing countries
ranged between five and thirty per cent.

In order to accelerate the pace of
exports of minerals “and metals, the
MMTC, according to its chairman,
Mr C.R. Das, was planning to enter into
joint venture agreements which could be
in the field of iron ore pelletisation plants,
coal washeries, mica fabrication and the

- manufacture of capacitors. The govern-
“Shient of India, Mr Das said, had already
agreed in principle to the corporation’s
plan for export production of minerals
and metals and the MMTC had
made an allocation ranging between Rs 3-
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crores and Rs 5 crores in the current
year for such joint veatures.

In the case of coal, the corporation
exported a little less quantity than last
year but succeeded in realising a substan-
tially enhanced unit value. While coal
exported fetched Rs 161 for every tonne
in 1974.75, the corresponding figure for
1975-76 was Rs 408 per tonne — an
improvement of 153 per cent. The quan-
tity exported was only 0.44 million tonnes
though the target set for the current year is
1.5 million tonnes. The bottleneck at ports,
the delay in the commissioning of Haldia
and the limited reserves of good quality
coking coke are the major constraints
inhibiting expansion in exports. The world
trade in coal is currently around 100
million tonnes but our share in it may

not be more than two to three million
tonnes at best of times.

The Mica Trading Corporation of
India Ltd (MTCI) — a subsidiary of the
MMTC — suffered a decline both in terms
of volume and value of exports though
there was substantial increase in the unit
value realisation. While the MTCI realised
Rs 5.64 per kg in 1974-75, the figure rose
to Rs 9.13 per kg in 1975-76. However,
the volume exported fell from 33,000
tonnes to 16,121 tonnes resulting in a
drop in export earnings from Rs 18.62
crores to Rs 14.72 crores. A number of
factors have operated in reducing the
demand for mica in the industrially
developed countries but the MTCI will
have to explore other markets, especially
among the developing countries.

Choice of technology

WHILE INAUGURATING an advanced training
programme of the Central Electronic
Engineering Research Institute at Pilani,
Mr K.C. Pant, union minister for Energy,
advocated a cautious approach to auto-
mation and advised the adoption of appro-
priate technology relevant to the require-
ments of the country. This call for a
proper evaluation of a judicious mix of
highly advanced, medium and manual
technology, which will bring the maximum
out of manpower at all levels and resources
available in the country, is indeed timely.

The planners in this country have
attempted to build up a mother industry
to facilitate broad-based industrialisation
necessary for a large domestic market for'
final products. Built up during the last
25years at a substantial cost to the
country, the heavy industry today seems
confident to assist, to a large extent, the
proliferation of industries wherever the
demand for final products arises. This is
confirmed by the confidence attained by
this country is setting up turn-key projects
for several industries abroad. Conse-
quently, the time is ripe to .assess the
techniques most suitable for various
manufacturing processes in relation to the
conditions prevailing in our country.

In view of the large mass of people who
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need to be employed usefully, an impor-
tant area to be examined is the kind of
technology which can stimulate rural
industrialisation. It may be incorrect to
believe that only low cost technology
can permit a progressive improvement in
the level of living of the people in the
rural society. What is required is the
formation of a national policy ou tech-
nology, taking a wider view of the vast
stock of innovative capabilities and tech-
nology already developed by individual
craftsmen, educational institutions, small
local firms, and institutional entrepre-
neurs. Sucha pool of technology can be
made the basis of rural industrialisation
along with a proper merger of imported
knowhow, wherever there are visible gaps
in the technology.

It might be useful to identify local
traditions, and attempt to use them as a
basis for the development of new but
somewhat relevant technology. The idea
here is to involve those areas in pro-
gressive activity which have been left out
of the development process. The local
traditions with generations of experience
and proficiency can be identified and
adopted imaginatively to the present
requirements of the community. For
instance a traditional metal-worker with
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proper equipment and guidance is most
likely to make a new experiment a success.
The technical traditions carry with them
the image which is an asset from the
marketing angle. It may, however, be
added that all the traditional talent can-
not be utilised, for a part of it belongs to
the dead past.

An important factor in the development
of appropriate technology for rural indus-
trialisation is that inventors and entrepre-
neurs should emerge from the rural com-
munity. In sharp contrast to the centra-
lisation and coordination from above
which is not always the most effective way
of evolving useful technology, a dualistic
policy will have to be adopted, where
modern technology will not substitute the
existing one but will complement it. This
will benefit a large number of innovators
and technicians in rural areas. ‘

no new idea

It may be pointed out that the appro-
priate technology is not a new idea for
this country. Mahatma Gandhi stressed
the establishment of village industry
complexes to train workers in improved
technologies and to help them establish
industry in their villages. A recent study*
by the Development Centre of the QECD
on appropriate technology has laid
emphasis on the manner in which such
technology found favour in the develo-
ping countries during the last fifty years.
Mr Nicholas Jequier of the OECD has ter-
med Mao Tse-tung and Mahatma Gan-
dhi as “the prophets.of appropriate tech-
nolcgy in Asia.” However, he also reminds
us that the Gandhian idea of appropriate
technology was not pursued with the
vigour it deserved during the last two
decades.

The mass-based technology cannot
develop at the cost of the high level
technology, which is essential for moder-
nisation and has a psychological effect of
bringing in a new order as against eco-
nomic stagnation. However, this country
has already developed a fund of modern
technical know-how so that any additional
import has to be assessed to avoid
wasteful expenditure in terms of royalty

*« Appropriate Technology, Problems and Promi-
ses’?gdited by Nicolas Jequier and published by
Dazvelopment Centre of the Organisation for
Economic Cooperation and Development, Paris.
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and lump-sum payments or equity
participation. The import of technology
hasto be highly selective for various
other reasons too, which include the fact
thatit has a low capacity to generate
employment. Consequently a technical
committee is proposed to be set wp to
evaluate the technology to be imported
against the indigenous technology in the
light of upgradation of technical stan-
dards, which is a welcome development.
The committee to be headed by Brigadier
B.J. Shahney, secretary (Technical Develop-
ment) ministry of Industry, will go into
the details of justification for importing
a particular technology and the broad
reasonableness of the terms  asked for.
The main effort will be to obtain tech-
nology through central sources for
multiple utilisation in the country.

While this country should not seek to
promote blind, immitative technology, it

is significant to point out that research in
science and technology should also be desi-
gned to favour indigenous problems so as
to lead to indigenous solutions. In most
developing countries it tends to be closely
integrated into the international research
system, dominated by a few advanced
countries. As a result of this coordination

of research, the problems taken up by the

researchers tend to be related to the
developed countries rather than those of
the developing countrics. Nicholas Jequier
has estimated that the cost of 8
researcher is equal to the  econo-
mic surplus of between 1,000 and 50,000
farmers whereas in industrialised countrics
a researcher consumes the surplus of 10
to 1,000 industrial workers. The research
being so expensive in developing coun-
tries, it must be rclated to indigenous
benefits rather than to international

prestige.

No dearth of resources

THANKS TO the favourable developments
on the foreign exchange front in the past
18 months, the balance of payments
position has assumed such good shape
that it has given rise to the question
whether it would be possible henceforth
to reduce dependence on foreign aid and
use a sizable portion out of the accu-
mulated reserves for implementing Plan
schemes. The Reserve Bank of India has
in its latest annual report drawn forceful
attention to these favourable developments
though it has not thought it proper to
take a definite view of future trends on
the basis of a transient phase. It has,
however, been observed that “the stre-
ngthening of the payments position in
1975-76 appears to be symptomatic of a
significant change which might take
place in India’s balance of payments.” In
no year in the recent past has there been
such a heavy rise in foreign balances
excluding SDRs and gold coin and bullion,
by as much as Rs. 881 crores as in 1975-76.
W'hat is really striking is the fact that
this rise has taken place mainly on
account of invisible receipts.

There was no doubt an increase in gross

722

foreign aid by Rs 400 croses in 1975-76,
but borrowing from the International
Monetary Fund (IMF) was on a considerag,
bly smaller scale than in 1974-75. The oft
facility of Rs 207 crores was utilised in
August 1975, but there was a repayment
of Rs 65crores subsequently by repur-
chasing the drawing from the compen-
satory financing facility of the IMF. The
net amount borrowed was thus only
Rs 142 crores against Rs. 485 crores in
1974-75.  There should have been only a
small rise in aggregate foreign balances
held by the Reserve Bank in the Issue and
Banking Department as the trade deficit
in 1975-76 was nearly the same as in the
previous year, being Rs. 1155 crores
against Rs 1189 crores in 1974-75. The
additions to foreign balances were, how-
ever, spectacular at Rs. 881 crores a$
stated above.

What is even more impressive is the

continuing rise in foreign balances since ,

March this year and these stood at aiM
all-time high of Rs 2158.12 crores on'
September 17, 1976. In the absence of
details regarding balance of payments
statistics, it is difficult to say how the
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‘2> Crores were in

improvement has been taking place and
whether there are any one time re-
mittances.

It has however been emphasised that
direct remittances have beenof unpreceden
ted dimensions. Indian nationals residing
abroad have also been bringing in foreign

‘sexchange for financing new enterprises

and utilisng part of the foreign exchange
for importing plant and machinery. To
the extent the ‘imported’ funds have been
utilised for acquiring indigenous plant
and machinery, there is a net advantage
accruing to the balance of payments
position. However as the deputy chair-
man of the Planning Commission, Mr P.N.
Haksar, has pointed out, there is a
liability for the country where repatriable
funds are held with banks in designated
currencies and the resources of entrepre-
neurs residing abroad have not been
fully utilised for promoting new ventures.
The undependable portion of accretions
to foreign exchange reserves cannot, in
any event, be large as on the basis of the
observations made in Parliament and the
reports about inflow of funds for promo-
ting new enterprises, the outstanding
amount cannot be more than Rs 150
crores.

’fé’, bigger rise

The increase in foreign balances between
September 17,1975 and Septemberl9, 1976
is as much as Rs 1364.95 crores. The rise
has been of bigger magnitude as compared
to the increase of Rs. 875.22 crores recor-
ded between March 26, 1975 and
March 28, 1976. These positions are in
strong contrast to the experience of
1974-75 when there was an increase of
only Rs 109.87 crores even with borro-
wing from the IMF to the extent of
Rs. 485 crores.

The trends in foreign trade since Feb-
ruary this year have also been a helpful
factor in boosting foreign exchange
reserves. For six months in succession
a surplus on trade account has been
reported and in the first four months of
1976-77, April-July, exports of Rs. 1466
excess of imperts of
Rs. 1384 crores by Rs. 82 crores. In the
corresponding period in 1975-76 exports
were only Rs. 1110 crores and imports
Rs. 1,550 crores leaving a deficit of

EASTERN ECONOMIST

Rs. 440 crores. The reversal of foreign
trade trends resulting in a net improve-
ment of Rs 522 crores by itself should
have been responsible for the big spurt in
foreign balances between March 26, 1976
and September 17, 1976 by Rs 643.14
crores against only Rs. 153.41 crores in
the same period in 1975-76. '

net decline

If it is remembered that the.
oil facility of Rs. 207 crores was
utilised in Awugust last year, there

was even a net decline of Rs. 54 crores.
It cannot be definitely said that the
higher level of foreign exchange earnings
in the four months under reference this
year have been fully realised. Even then
thereis an excess which provides the
hope that invisible receipts will continue
to be sizable and the balance of payments
position will remain favourable so long
as the checks on smuggling operation are
vigorous and effective and the loopholes
in foreign exchange control are success-
fully plugged.

Since net aid after meeting servicing
obligations may not be fully utilised
in the current financial year on account
of the prospect of a pronounced shrin-
kage in trade deficit to Rs. 200/300
crores and invisible receipts will be flowing
in at the present rate, it will not be un-
reasonable to presume that foreign
balances will rise from the prevailing
levels by at least another Rs 500 crores
by March next year, taking the total to
well over Rs 2,600 crores.

This is indeed a highly gratifying
picture and the Reserve Bank can proudly
claim that the balance of payments posi-
tion has been in surplus for two years in
succession. The high level of reserves
has naturally induced the authorities to
think of wusing a good fraction for
liberalising imports and for even financing
Plan schemes.. Ithas also been examined
how foreign obligations can be minimised
though there is rightly a view that fixed
interest bearing oObligations cannot be
liquidated in advance of schedule repay-
ment dates.

A committee
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headed by Mr. M. G.

Kaul, is examining the scope for
investing foreign balances more pro-
fitably and preventing also losses on
account of vide fluctuations in external
parities of important currencies. While the
recommendations of this committee and
views on the disposition of foreign
balances are awaited, it is now agreed
that a good portion can be used for long-
term financing.

In view of the likelihood of foreign
balances rising to over Rs. 2600
crores in the next few months and in view
also of the improved trends in foreign
trade, base reserves excluding SDRs and
gold coin and bullion need not be more
than Rs. 1500 crores. This would mean
that about Rs. 1100 crores and odd can be
segregated for Plan purposes. And, can
it be assumed that another Rs. 1000
crores will be available in 1977-79? While
a definite view in this regrard can be taken
only by the middle of next year there will
be no harm in proceeding on the basis
that about Rs. 1,100 crores will be avail-
able for Plan and other purposes and
something more in 1977-79,

seizing the opportunity

The Plannning Commission need not
therefore take anextremely cautious view
of the availability of resources in rupees
and foreign exchange. It is true that the
availability of foreign exchange by itself
will not result in the creation of rupee
resources, but there can be matching
deficit financing in the absence of inade-
quate rupee funds. Also, in the context
of the pronounced growth of bank deposits
and the assets of Life Insurance Corpora-
tion and provident funds and opportunity
for intensifying the small savings cam-
paign, the bottleneck in respect of rupee
resources too may not be formidable,
Only the government machinery should be
equal to the task of handling much larger
funds and hastening the tempo of imple-
mentation of Plan schemes. With the
prospect of bumper food and cash crops
being again harvested in the current
agricultural season and increasing indus-
trial production, = the opportunity for
incurring a higher level of meaning-
ful Plan expenditure should not be
missed,
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As one

village died,

_Last year, in Orissa, the entire
village of Tanupur was wiped out by
raging floods.

'This year, it was re-created.

Designed, financed and built by us on
a 10-hectare site donated by the Orissa
Govern_ment, today Tanupur is

a glowing new haven for all those
‘Harijan families who lost their homes —
and hopes——in the floods.

To help and rehabilitate the weaker
sections of society —a vital feature of
‘the 24-point programme — has been
with us a long tradition. Dedicated to
aid the needy after flood, drought
and cyclone. Not just with money, time
and effort. But with empathy.

Deep inside, we're really a

'soft-hearted stesl company.

724

was born.

%+

; W///{/Wﬂ@ oty
)

|

TATA STEEL

OCTOBER 8, 1976

CAPITALS

CORRIDORS

Resources for fifth Plan

R. C. Ummat

* Restructuring of public

sector banks * SBI's new thrust

THE PLANNING Commission has placed
additional mobilisation of resource for the
current five-year Plan during the next two
years at Rs 1,601 crores. This does not
include Rs 600 crores resort to deficit
financing and borrowings from the Reserve
Bank to the tune of another Rs 600 crores
against utilisation of foreign exchange
reserves during these two years. The
availability of external assistance assumed
during the next two years is of the order
of Rs 2,400 crores.

During the first three years of the Plan,
resources to the tune of Rs 1,300 crores
have been mobilissd—which is nearly
double the draft plan figure of Rs 6,858

+farores for the entire five-year period of the
fifth Plan. ’

The central government is envisaged to
mobilise during 1977-78 and 1978-79
resources to the tune of Rs 900 crores.
The state governments will be required
to raise Rs 701 crores.

financing the programmes

A sum of Rs 16,907 crores is expected
to be available for financing the Plan
programmes during the next two years
from the following sources (the figures in
brackets indicate the contribution of these
sources during the first three years of the
Plan): (1) balances from current Tevenues
at 1973-74 rates of taxation Rs 1,563 crores
(Rs 3,338 crores); (2) gross surpluses from
public sector enterprises at 1973-74 fares,
freights and tariffs Rs 225 crores (Rs 624
crores); (3) market borrowings Rs 2,§49
crores (Rs 3,030 crores); (4) small saving
Rs 930 crores (Rs 1,092 crores); (5) state
provident funds Rs 937 crores (Rs 1,050
crores); (6) term loans from financial
institutions (net) Rs 288 crores (Rs 340

b
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crores); and (7) miscellaneous capital
receipts Rs 1,112 crores (—Rs 556 crores).
Deficit financing during the first three
years of the Plan period is estimated to be
of the order of Rs 754 crores. Thus, the
total deficit financing during the five years
to 1978-79 would be Rs 1,354 crores as
against Rs 1,000 crores envisaged in the
draft Plan.

reliance on indirect tax

It has been stipulated that the union
government will have to place some
reliance during the next two years on
indirect taxes. But it has been suggested
that taxation of mass consumption items
should be avoided as far as possible. The
additional indirect taxation effort, it has
been recommended, should be selective for
curbing conspicuous consumption, promo-
ting economic use of scarce resources and
mopping up of windfall profits in certain
lines of activity.

A clear picture on indirect taxation,
however, it has been pointed out, would
emerge only after the report of the high-
level committee on the subject, appointed
recently under the chairmanship of
Mr L.K. Jha, is available.

It has also been suggested that some

rationalisation of the pricing policies of
public sector enterprises would be neces-
sary in order to bring prices in better
alignment with costs. This rationalisation
of the pricing policies of the public sector
enterprises as well as selective taxation of
commodities, it is recognised, would,
indeed, involve some sectional rise in
prices. But given overall monetary res-
traint, the general price level in the
country, it is felt, might not be affected
adversely to a very significant extent.

In the case of states, the Planning
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Commission feels that there is need as
well as scope for raising further resources
from the agricultural sector. It has been
stressed that whereas large investments
have been made in the past in the develop-
ment of agriculture, there has not been
commensurate increase in the contribution
of agriculturists to the financing of these
programmes. The land revenue has con-
tinued to be very low, the average rate
being just Rs 6 per acre. Besides, this
system lacks progression in incidence.

mobilisation of savings

Mobilisation of savings from the rural
areas by financial institutions, it is felt,
also has been far from adequate. In view
of the increase in agricultural production
and the incomes and guaranteed support
prices for a majority of agricultural pro-
ducts, it would be only reasonable to call
upon the agricultural sector, particularly
the affluent sections of the rural com-
munity, to make a larger contribution
towards financing of developmental efforts.
It has, therefore, been suggested that fur-
ther measures should be taken to raise
additional resources through agricultural
taxation.

The Plan document stresses the need
for revision of irragation rates and electri-
city tariffs. The state governments, it is
pointed out, are incurring heavy losses on
irrigation works. In 1975-76, the loss on
commercial irrigation is estimated at
Rs 235 crores. In certain states, receipts
from irrigation, it has been emphasised,
are not sufficient even for meeting the
working expenses, let alone interest pay-
ments and depreciation. According to the
Commission, this acts as another subsidy
to farmers who already benefit from subsi-
dised irrigation rates and the benefit goes
primarily to the more affluent farmers.
The Commission thinks it imperative that
“suitable measures for reducing progres-
sively the losses on irrigation works and
ultimately eliminating these altogether”
should be adopted.

As regards the return from state electri-
city boards, the Commission has found
that in 1975-76, 15 boards incurred losses
estimated at a total of Rs 130 crores. In
spite of further revision of rates, 12 state
electricity boards are expected to incur a
total loss of Rs 106 crores during the
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current year. The Commission opines
that it is necessary to adopt proper mea-
sures including revision of electricity tariffs
for reducing these losses and get a reason-
able return on investments. Similar views
have been expressed on various state
transport corporations to raise additional
resources.

So far as deficit financing is concerned,
it is felt that recourse to this source to the
extent of Rs 300 crores per annum would
not generate any additional inflationary
pressures, especially when with a sizeable
buffer stock of foodgrains and comfortable
foreign exchange situation, the govern-
ment is now in a much better position to
maintain conditions of price stability. The
emerging economic situation, it has been
stressed, however, will have to be continu-
ously watched in order to take prompt
corrective action when necessary.

Referring to the foreign exchange reser-
ves position, the Plan document observes:
“The foreign exchange position is quite
comfortable and reserves have increased
substantially. It would, therefore, be
desirable to draw down these reserves by
about Rs 600 crores in the next two years
in order to raise additional resources for
the plan.” Borrowings are envisaged to
this extent from the Reserve Bank.
Additional imports through the utilisation
of these reserves are to be carefully plan-
ned so as to help in increasing investment
capacities in the core sectors of the
economy and stabilising prices of essential
commodities.

Commercial credits from banks and
internal resources of the public financial
institutions for investment in fixed assets
do not form resources for the Plan, They
are considered outside the Plan.

* *

The Banking Commission, set up in
July this year under the chairmanship of
Mr Manubhai Shah, has invited public
views on the restructuring of the 22
public sector banks in the context of the
larger responsibilities devolving on them
in implementation of the various socio-
economic policies and programmes of the

© government.

The commission has issued a ques-
tionaire which is broadly divided into two
parts. The first part of the questionnaire
is addressed to the citizens, public wor-
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ker§, experts, academicians, economists,
ggnculturists, small artisans, professionals,
industrial and business circles, coopera-
tive credit bodies and self-employed per-
sons to elicit their advice in micro and
macro planning of the banking organisa-
tion. The second set of questions is
meant for the experts in banking and
management. Others too, however, can

ser.1d their views on the issue included in
this set of questions.

’Fl{e general questionnaire invites public
opinion on the questions of regrouping of
jbanks, mobilisation of savings, advances,
inspection and public relations, banking
education and motivation of staff,

three alternatives

The commission has asked whether the
present 22 public sector banks should
continue with minimal structural changes
or restructured. Three alternatives have
been suggested for the regrouping of the
existing banks. The first is that the seven
subsidiary banks of the State Bank of
India should be merged into it and a
national bank be set up by merging all the
14 nationalised banks into one corpora-
tion. The second suggestion is that only
such of the subsidiaries of the State Bank
of India which are weak should be merged
with the State Bank, leaving the rest to
be merged in the national bank along with
the 14 nationalised banks. As a third
alternative, it has been suggested that the
subsidiaries of the State Bank should be
merged separately with the zonal banks,
instead of with the State Bank. The

commission has elicited views on the three
alternatives.

To ensure effective supervision and to
meet local aspirations, the commission has
sought opinions about the optimum size
of a bank with reference to the number of
branches, the total number of personnel,
area of operation and the prospective
opening of new branches in the next 10
to 15 years.

It has also been asked in the first part
of the questionnaire whether it is advisa-
ble to transfer the ownership of the State
Bank of India with all its subsidiaries

“wholly to the central government by pay-

ing compensation to the minority share-
holders wherever they exist.

The commission has further asked whe-
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ther the public sector banks shouM

merged into a single corporation like
Life Insurance Corporation or divided
four subsidiary corporations with an 87
body on the lines of the General Insur

Corporation and its four subsidiaries:>

Views have also been sought on the Jeic™8
gation of functions and powers amof st
the managing directors, the general mas
gers, regional managers and the brad
managers in the new set-up of the ban1§
industry.

Regarding mobilisation of s.avings‘?
opinions have been sought on the sfep’%
that should be taken to stimulate SaViD&®
particularly in the under-banked St
and areas and to safeguard the depos’.ts5
in private sector banks and non-finad®%
institutions. It has further been aSKeT .
whether the numerous deposit mobilisatiod ;
schemes by different banks should %
rationalised. b

The questionnaire also seeks opiﬂiw
as to how the unorganised sector, &P
more particularly the weaker sections ¥
the community, can take advantage ¢
each item in the programme. :

important question

Another important question raised 13:;
what manner of coordination can b
suggested so that the overlapping of ditre”
rent agencies like the public sector, private
sector, cooperative, land development an!
regional rural banks, operating with theif
different credit schemes can be minimised ,
According to the questionnaire the
union government has successfully brought
down the price level by a proper credit
policy and credit control. It has, however
been pointed out that certain segments
of economy have complaints about the
inadequacy of bank credit. The commk
ssion desires to know some such legit
mate hardship cases and the measures to.
meet s@h complaints. The commissioR
has as well sought advice on the simplific®”,
tion and rationalisation of banking
procedures and forms. :
The questionnaire also refers to several
identified segments of economy which ha¥e
great promise and potential for growths
At present, it has been pointed out, 3%
these sectors are served in a general Way.
by the commercial banks. There 2r¢
suggestions that banks should pay speciak
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attention to some of these sectors like
tourism, housing and construction,
exports, etc., and functional banks should
be constituted which would specialise in
such fields and help these sectors. The
commission has asked public opinion on
the establishment of such functional
banks.

'S

Another question asked is: would it be
advisable to create a central inspectorate
of banking under the Reserve Bank of
India so that the existing inspection by
the RBI can be carried out through such
an inspectorate with the district inspectors
supervising and improving public relations
by periodically examining the relations of
bank branches in each district? Sugges-
tions have been invited on the question of
opening more branches in the rural and
under-banked areas.

historical background

Among the other points on which views
have been elicited are included: (i) steps
that should be taken to inculcate banking
habits in the country to mobilise small
savings and to provide credit facilities to
small and poor people; (ii) whether
banking should be made a subject at the
higher secondary school stage; and (iii)
whether with a view to having profes-

"$9nalised, efficient and expert banking

dervices, it is necessary to set up an
academy of banking to which all the
institutions of banking management and
development could be affiliated. Advice
has also been sought on the steps to be
taken for the motivation of banking staff
to put in better and more efficient service
and to inculcate deeper involvement in the
banking industry.

The second set of questions elicits
information from the banks on the history
of their growth. Information has been
sought mainly on branch expansion,
growth of deposits and advances, invest-
ments, credit-deposit ratios, progress of
the lead bank scheme and involvement of
banks in the process of rural develop-
ment. Information on the performance
of banks under the 20-point economic

- programme has also been elicited.
%

The banks have also been asked to
Jfurnish infortnation on their coordination
with state governments, organisation and

management problems, personnel policy, -
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planning, industrial relations and staff
welfare and foreign operations. The other
points included in this set of questions
relate to redressal of public grievances and
spread of banking habit in the country,
profitability and working results of banks.

* *

The State Bank of Ind’'a has planned a
major “thrust” in 1977 for implementing
the development programmes in the
priority areas, mainly agriculture, in
accordance with the 20-point economic
programme of the government. Disclos-
ing this at a press conference here last
week, the chairman of the bank, Mr T.R.
Varadachary, announced that the bank’s
programme was linked to the programmes
of official and non-official development-
orientel agencies and a very close coor-
dination was being maintained with these
agencies. It had been decided that the
State Bank should provide 2ll banking
facilities in the villages adopted by the
habitat movement in Punjab, Haryana
and Uttar Pradesh.

It was proposed to increase the advances
of the bank by Rs 150 crores in 1977 in
respect of the various activities covered
under the 20-point programme. Up to
the end of Juuelast, Rs 75 crores had
been spent on these activitieS. During
the year to June 30, 1976, the number of
landless labourers financed by the bank
had crossed 29,000, as against just 550 at
the end of June 1975. Initiative had also
been taken in financing the construction
of new houses and the completion of partly
constructed houses as also the economic
activities of the allottees of house-sites.

The bank, Mr Varadachary said, had
also financed up to June 30, 1976, over
34.000 harijans for pursuing gainful voca-
tions such as pig-rearing, carpentary and
smithy. In the field of integrated rural
development, the bank had plans to double
its incremental agricultural loaning from
Rs 80 crores in 1976 to Rs 160 crores in
1977. Special attention was being paid
to the construction of at least one demons-
tration gobar gas plant in each of the
villages adopted by the bank for agricul-
tural financing, which numbered over
20,000. Already about 4,000 gobar gas
plants had been financed.

Another important activity proposed to
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be taken up, Mr Varadachary said, was
that the construction of warehouses in the
backward areas adopted by the bank so
that distress sales by agriculturists of their
produce could be obviated. These ware-
houses could either be built by the bank
itself or financed by it if offers for building
them were forthcoming from private
persons or other agencies.

In keeping with the top priority being
accorded to exports, the State Bank,
Mr Varadachary further stated, was
o»ening very shortly overseas branches at
Delhi, Bombay, Calcutta and Madras.
These branches, which would have trade
information and export counselling wings,
woul I mainly handle exports on deferred
payment basis, construction contracts and
tura-key projects. The purpose of setting
up these branches was to provide all the
necessary banking facilities to exporters
at one place, instead of at dispersed points
at present. The bank’s strategy for 1977
in the export field also included opening
of foreign offices in important financial
centres of the world.

customer service

Service to customers, Mr Varadachary
added, was also being improved vigo-
rously. Greater awareness was being
inculcated among the staff of customers’
ne?ds. The teller system, which covered
approximately 800 branches at present,
was proposed to be extended to another
200 branches by the end of this year and
still another 500 branches by the end of the
next year. The teller facilities were also
being geared to handling larger disburse-
ments per cheque—up to Rs 2000.
Mechanisation was also being stepped up
for improving service to customers. At
present, 20 branches were mechanised.
This number would go upto 40 by the end
of next year. Customer service commit-
tees too were being set up and innova-

tions were being made in disbursement
of credit.

Credit plans, Mr Varadachary disclosed,
had been prepared for all the districts,
primarily in the backward areas, which
had come to the share of the State Bank
under the lead bank scheme. The state
governments were being prevailed upon
to strengthen the infrastructure facilities
in these areas so that these credit plans
could be implemented expeditiously.
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Farm size, productivity and

R.S. Mishra, D.K. Marothia & B.C. Bhowmick

What are the factors which tend to increase productivity in agriculture?
« In this article, the authors have analysed, on the basis of a stratified
" multi-stage random sample, the behaviour of jute and paddy crops in
the Kamrup district of Assam when the size of the farms, human
labour and fixed as well as operating expenses are varied.

THE MAIN problem of agricultural develop-
ment in a region ishow to increase per
hectare yield. The differences in the pro-
duction efficiency may arise due to
differences in the factor endowments and
in the techniques of application of the
resource inputs. Further, the productivity
of the various inputs and returns to scale
might also differ with the farm size, but
empirical verifications of this hypothesis
are not very frequently available. The
present article is, therefore, an attempt to
measure the productivity of various input
factors and also to examine returns to scale
on different farm sizes for jute and autumn
paddy in Kamrup district of Assam. A
knowledge of productivities of various
resources will serve as an important guide
to prescribe the directions of the adjust-
,Ment in the resource use to gear up agri-
" Ailtural production.

Stratified multi-stage random sample
was used in this study. For the purpose
of the present investigation, six villages
from three sub-divisions, viz. Barpeta,
Nalbari and Gauhati of Kamrup district
were selected. A total of 54 farmers from
three farm size groups viz., small (up to 2.5
hectares), medium (2.5 to 7.00 hectares),
and large (above 7.00 hectares) were selec-
ted in the ratio of 18 : 18 : 18. Jute and
paddy were chosen for the €COonomic
analysis based on the importance of the
crops in the district. The data related to the
kharif season of 1973-74 and were collect-
ed by the survey method.

Cobb-Douglas production  functions
have been fitted for jute and paddy crops
separately tc work out the elasticities of
production of inputs which in turn have

s¥cen used to calculate their (inputs)
marginal value products (at their geomatric
means) for the different farm size groups.
The possibility of increasing production
by making adjustments in the present use
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resources has been examined on the
criterion whether the farmers use their
resources efficiently. In order to test the
resource use efficiency of the farmers
marginal-value-products of individual in-
puts were compared with their respective
prices. A significant difference between
the two would indicate that the farmers
were using on the average their resources
inefficiently. If the difference between the
two was not significant, this would imply
that the farmers were efficient, on the
average, in the use of their resources. The
test, however, did not indicate anything
about the efficiency of individual farmers.
The test was also adopted by other
research workers ().

Cobb-Douglas

POINT
OF
VIEW

(least squares method) was fitted to work
out the elasticities of production of factor
inputs. The choice of the function was
based on its theoretical fitness to agricul-
ture and its computational manageability.
The specification of the function was as
follows:

Log Y =log a-+b, log X,-b, log X,+b,

log Xs+b4 log X,-+b; log X

production function

whe-e,
=value of output (Rs)
X,=land (in hectares)
X,=human labour (Rs)
X, =bullock labour (Rs)
X, = fixed expenses (Rs)
X, =operating expenses (Rs)
a=constant, by to by=elasticity coeffi-
cients of respective inputs.
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returns to scale

The definition and the measurement of
the above variables for individual holdings
were as follows:

Output (Y): The output was defined as
the sum of the gross value of output (main
product plus byproducts) of the jute and
paddy crops estimated at harvest price of
the products in rupees.

Land (X,): Land input was measured in
terms of hectares. It included the total
cultivated area under crops.

Human labour (X;): Human labour was
measured in terms of rupees. It consisted
of the wages of labour, both family and
hired, used in different agricultural opera-
tions for the cultivation of the crops.

Bullock labour (X,): Bullock labour was
defined in terms of rupees. It included
the cost of buliock labour, both family
and hired, used in different agricultural
operations for the cultivation of crops.

Fixed expenses (X,): It included the
depreciation costs, land revenue, rents
and taxes, rented value of owned land and
interest on fixed capital. /

Operating expenses (X;): This variable
included cost of manures, fertilizers, seeds,
pesticides, insecticides, repairing, trans-
porting, hiring of machinery, electricity
charges, fuel and lubricating oil and interest
on working capital,

Three different runs of the regression
analysis with aggregation and inclusion of
independent variables were attempted to
eliminate statistically not significant vari-
ables from final equations. The best
function was selected on the basis of the
criteria mentioned below: (1) high value of
R?, (2) the significance status of the indivi-
dual regression coefficient, (3) the merit of
the function to explain economic reali-
ties.

In the third run variable X, (human
labour), X, (bullock labour) and X,
(operating expenses) were combined into a
single independent variable and this new
variable was numbered as X,. Thus the

OCTOBER 8, 1976



production function with three indepen-
dent variables viz., X, (land), X, (fixed
expenses) and X, (operating expenses con-
sisting of X,+X,4X;) under each farm
size group for both jute and paddy were
estimated.

The elasticities of production and related
production function statistics for the entire
sample farms and different farm sizes are
presented in Table L.

The values of R? of the equations for
different farm size groups in case of both
(jute and paddy) crops were quite high.
The variables appearing in the equations
explained quite a high proportion of vari-
ations in the farm crop income. However,
the lowest value of R? (59 per cent) was
also observed in the case of paddy crop
on small farm size. The elasticities of
production (regression coefficient) of each
input in different size groups and in all
samples in the case of jute were found to be
less than unity. In the case of paddy also,
except input X; (land) in all sample farms

and medium size group and X, (fixed

expenses) in medium size group, the regres-
sion coefficients of rest of the inputs were

less than one. Thus the magnitude of the

individual coefficients indicated the dimi-
nishing returns to each input while increas-
ing only one input and holding other input
constant. Butif input X, (land) in the
case of paddy on all farm samples and
medium size group could be increased by
one per cent keeping other inputs constant
the gross income would increase by 1.1406
and 2.0588 per cent, showing increasing
returns with respect to this particular
variable respectively, The land coefficient
in large size group was not significant but
those of all farms sample, small and
medium groups were significant in case of
jute crop. The coefficients of land of
small and all farms sample were signifi-
cantly different at a probability level of
five per cent in jute crop. In the case of

paddy crop, the land coefficients for small
and large size groups were statistically

non-significant but those for all farms
sample and medium size group were signifi-
cant,

The coefficient of fixed expenses in all
farms sample and different size groups -
except in small size group, was negativé
and non-significant for jute crop. In the
case of paddy, the coeflicients of ﬁx"ﬁ‘s
expenses in all farms sample and differeds’
size groups were also negative; the valué
of coefficient was negative as well 38
statistically significant. Thus one per c"jn-t
increase in this input for these two SIZ°
groups of farms in the case of paddy, the
gross income would fall by 0.68 and 1.28
per cent respectively. )

The value of the coefficient of operating
expenses of jute was insignificant in small
size group but in other size groups, the
coefficient was highly significant. In 'the
case of paddy the coefficient of operating
expenses was positive but statistically 18°
significant on small and medium SiZ€
groups; however in the case of all farm$

TABLE I
Production Elasticities and Related Production Function Statistics for the Sample Farms
Crops/Size-groups  Constant Elasticities of production (coefficients) Sum of Standard No. of Coefﬁci.ent
() — - elasticity  error of  obser- of multlple
Land Fixed Operating coefficients estimate  vation  determi-,
Xy) expenses expenses (N) nants (%
(X‘) (Xc=xz +XI+X5)
Jute crop
1. Small farms 1311.8390  0.5461** 0.1021 0.1661 0.8143 0.0484 18 0.9312
(0.2372) (0.1363) (0.1896)
2. Medium farms 2714.9904  0.8509* —0.6132 0.7149** 0.9526 0.0582 18 0.7876
(0.4134) (0.3743) (0.2423)
3. Large farms 4180.9554 0.5508 —0.4339 0.767 1 %% 0.8840 0.0830 18 0.8773
(0.3803) (0.4492) (0.4271)
4. All farms 2304.5028  0.4566** —0.0114 0.5037*** 0.9489 0.2561 54 0.9895
(0.1689) (0.1213) (0.1157)
Paddy crop
1. Small farms 2027.8282  0.6295 —0.5713 0.5225 0.5807 04141 18 0.5900
(0.5842) (0.5562) (0.4048)
2. Medium farms  5867.0099  2.0588** —1.2751* 0.0173 0.7910 0.2082 18 0.7566
(0.7323) (0.7248) (0.2973)
3. Large farms 4104,3597 —0.2306 —0.8928 1.9640** 0.8405 0.2720 18 0.9099
(1.1010) (0.8158) (0.7075)
4. Al] farms 4445.1399 1.1406** —0.6761* 0.4489* 0.9133 1.2068 54 0.9517
(0.3946) (0.3847) (0.2254)

*Significant at 10 per cent level of probability.
**Significant at 5 per cent level of probability.
***Sjgnificant at 1 per cent level of probability.
Note: Figuresin brackets denote the standard errors of regression coefficients,
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sample and large size group the coefficient
was significant aud revealed the greatest
effect in percentage increase in gross in-
come.

Thus it would appear thatin order to
increase the gross income in different
size groups of farms in jute, the all
farms sample, medium and large farms

roups should increase the use of operat-
ing expenses and small size group should
increase the area (land) and reduce the
amount of fixed expenses. In the case of
paddy, the all farms sample, small and
medium size groups should increase the
land and the large size group should in-
crease the use of operating expenses and
reduce the area under the crop.

The returns to scale imply the behaviour
of the change of total returns when all
the inputs are changed simultaneously in
the same proportion and is indicated by
the sum of individual elasticities of vari-
ous factors included ina Cobb-Douglas
function. The sums of the elasticity for
Cobb-Douglas function were noted to be
0.9489 and 0.9133 in the case of jute and
paddy respectively. The sums of exponents
in different size group as wellas inall farms
sample were smaller than unity for both
Jute and paddy crops. The t-test was used
.28 determine the nature of returns to scale.
-{ was observed that the sum of elastici-
ties from unity was found statistically in-
significant in all farms sample and
different size groups. This indicated con-
stant returns to scale in various size

groups of farms in the case of jute
and paddy crops. These findings cor-
roborated the results obtained in
some other investigations (s,u,s,e).

The marginal value product (MVP) and
its ratio to factor price for individuai
inputs have also been presented in Table II.
The marginal value products of individual
input were calculated at the geometric
means, It is observed from Table II that
in the case of jute, the marginal value
productivity of land was very high and
the ratio of marginal value product to its
factor cost for land in different size group
and the all farms sample was more than
unity. So, there was further scope for ex-
tension of areaunder jute crop. For paddy,
inthe case of large size group the mar-
ginal value productivity of the input land
was negative because of the negative
coefficient of the factor. The ratio of
marginal value product to its factor cost
was also negative (—0.85). Thus in large
size group farmers were using excess of
land and in order to get positive marginal
value products the use of this input
should be reduced so that production of
the crop could be carried in the second
stage of production function. In the rest of
the size groups the marginal value pro-
ductivity of land Wwas very high and
indicated possibililities of further increase
of the input.

Except for the small size group, the
marginal value productivity and its ratio
to factor cost of fixed expenses in different
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size groups for jute crop were found to
be negativé. In the case of paddy the
marginal value product of fixed expenses
at its ratio to factor cost in all farms
sample and in different size groups were
also negative. The negative marginal
value productivity indicated possibilities
of reduction of this input so that produc-
tion of the crop could be carried in the
second stage of production function and
the marginal productivity of input would
become positive.

The marginal value productivity of
operating expenses revealed decreasing
returns as the size of farm increased.
Positive marginal value productivity in-
dicated possibilities of further increasing
the input. Hence there was scope for
expanding profit through additional ex-
penditure on operating expenses in large

and medium size groups of farms in the

case of jute crop. Similarly, in the case of
paddy, marginal value productivity and
the ratio of marginal value products to
its factor cost were positive and quite high
in all size groups except in medjum
size group where the value of these were
observed lower. Thus, in the case of
paddy there was also scope for increasing
the profit through additional expenditure
on operating expenses in small, large and
all farms sample.

The above findings suggested that the
production efficiency to the different re-
source categories differed within and
between the groups of farms. Similar

Marginal Value Product of Inputs and its Ratio to Factor Cost for Sample Farms

Crop/ Geometric Mean Marginal value products MVPs)  Ratio of MVPs to factor cost
Size group —
Output Land  Fixed Operating Land  Fixed Operating Land  Fixed Operating
0 4] (x) expenses €xpenses (x1) expenses  expenses (X)) expenses  expenses
(x0 (X6 =X, X5 +Xs (%)  (Ke=Xat+Xs+X;) (X)  (Xe=XatXsFxy)
Jute Crop
1. Small farms  1513.00  0.77 421.19 949.44 106335 0.36 0.26 2.48 0.12 0.05
2. Medium farms 3821.77 2,10  1049.64  2445.81 1545.17  —2.23 1.11 3.61 0.74 0.22
3. Large farms  6692.27 390  1883.98  4336.35 94387 —1.54 1.18 221  —0.51 0.21
4. All farms 338240 1.85 940.87  2159.42 83250  —0.04 0.78 195  —0.01 0.16
Paddy Corp
..» Y. Small farms =~ 2090.08 1.25 667.80 847.75 104807 —1.78 1.25 245 —0.60 0.26
2. Medium farms 4184.68 270  1347.54  1757.55 318643 3,95 0.04 745  —1.32 0.01
3. Large farms ~ 9308.03 587 283476  3938.84 —365.53 293 464 —085 —0.98 0.93
4. All farms 433404 271 1366.37  1803.76 182317 —_2.14 1.07 426 —0.71 0.22
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observation were also made elsewhere,7,8.
In general, the following broad conclu-
sions emerged from this study.
1. Allinput factors have the nature of
diminishing returns in different size groups
of farms.

2. Different size groups of farms had
constant returns to scale relationship for
both jute and paddy.

The higher marginal value productivi-
ties of land suggested economic oppor-
tunities for increased use of land in jute
and paddy under different size groups of
farms except in large size group of
farms in paddy .

4. Farmers in the locality used excess
amount of fixed expenses. In order to
increase the gross income from both the
crops, the use of fixed expenses should be
reduced by different size groups of farms.

5. For increasing gross income in
different size groups of farms in jute the
all farms sample, medium and large size
groups should increase the use of operat-
ing expenses. In the case of paddy the use
of operating expenses should be increased
by the large size farms.

Thus the present study indicated the
probable directions in which resources
needed to be applied for raising pro-
ductivity and farm income which would
ultimately help in raising the standard of
living of the farmers.
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Sectoral shifts in Madhya Pradesh o <. <. sio

On the basis of available data for 1961 and 1971, the author has
attempted to measure the shift of labour force from one sector to the
other in the state of Madhya Pradesh. He has shown that while

the contribution of the primary sector declined from 61 per cent to
53 per cent in the period under review,%he drop in labour force
employed was only one per cent implying a fall in

productivity in this sector.

WitH A population of 41.7 million and
an area of 442,841 sq km, Madhya
Pradesh is not only the largest in size
but also a sparsely populated state.
The density of population per sq km is
94 as against 75 in Rajasthan and
as against an all-India average of 178.
It accounts for 13.5 per cent of area and
7.6 per cent of population of India.

The main purpose of this article is to
establish historical trends in the move-
ment of state domestic product at current
and constant prices and the shifts of
labour force from sector to sector, and
simultaneously to ascertain as to how far
the broadening of employment in the non-
agricultural sectors absorbs the fresh in-
creases in the labour force and migration
from agriculture. How far do the inter-
sectoral productivity differentials broad-
ly indicate the levels of economic deve-
lopment attained in the various regions,
and how far do they suggest from the
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viewpoint of the state, the vast poten-
tialities to be realised from a more
rational organisation and mechanisation
of agriculture as well as from additional
capital investment in other sectors for
raising their output ?

The data made available by the previous
decennial censuses of Madhya Pradesh
and the statistics of net domestic product,
made available by the state bureau call
for possible adjustments for purposes of
comparison at different points of time
because the structure of the society every-
where changes with the passage of time.
The definitions and methods adopted in
the compilation of statistics also undergo
modifications. Hence comparison over an
extended pericd in the same state tends to
have limitations. The adjusted statistics,
if correlated with the fresh comparable
data now made available, can provide a
basis for proper direction of human
resources among different spheres of
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economic activity on the basis of theif
relative productivity in these spheres.
Most popularly accepted symbol of
economic prosperity is the continuing
shift of human resources from agriculture
to other sectors. This focuses the need fJi#
a much higher productivity per head 1
agriculture so that the investible surpluses
to be generated in this sector may easily
be made available to other capital inten”
sive sectors of the state economy. Thus
the agricultural sector should become 3

nucleus for providing impetus to othef
sectors.

In Madhya Pradesh, the female non®
workers form the highest percentage at 39
and male non-workers account for a little
less than a quarter; both remain mostly
unproductive. About one-fifth of male
non-workers and one-third female non”
workers live in rural areas. The cofre$
ponding percentages in urban areas 8r¢
insignificant.

Among the male-working populations

the highest percentage at 78 is recorde ®

in the agriculture sector; the rest-

employed in the remaining sectors in Vafy :
ing proportions. The entire female working o

populanon which stands at nine per cent
is predominantly engaged in agricultur®
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0L Gases Division-your partners in industrial development.

EASTERN ECONOMIST

733

~ Quradvanced
echnology at work
for our

enefit
an ours.

Our involvement with our customers
does not end with the sale of our gases.
in fact, that is the beginning of a
professional partnership for industrial
progress. We study each and every
need in each and every industry, and
assist the user to obtain the maximum
benefit from the applications of the
gases.

in cryogenic engineering, chemicals,
metallurgy, fuel uses, controlled
atmospheres—in short, in all areas of
gases applications, we offer the latest
technology for the benefit of the
customer. For instance, take the case of
ultra-high purity gases for sophisticated
applications from our Special Gases
Centre at Bombay—a unique service
started by 10L to help research and
industry in India.

No wonder our list of customers keeps
growing. Our aim has always been to
provide our customers total satisfaction.
But we operate under certain constraints.
Hopefully, this situation will change
some day. We will then be able to meet
the needs of our customers to the full.

Total service for
'OL total satisfaction

,I Indian Oxygen Limited
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accounting for nine-tenths of its total.
The parallel percentages in other sectors
are obviously marginal. Among working
population in rural areas, the highest
proportion both of male and female wor-
kers, at 89 per cent and 95 per cent of
their respective totals are registered again
in agriculture. In urban areas, the per-
centage of female workers in this sector
works out to be 27 of its total.

It is the mining and manufacturing
sector, in urban areas that offers the lar-
gest volume of employment to male and
female workers respectively at 32 per cent
and 28 per cent of their totals. Similarly
in transport sector in urban areas, about
28 per cent of employment is provided to
male workers. The service sector offers
employment mainly in urban areas both
to male and female workers at 27 and 28
per cent of their respective totals.

Thus it ig in rural areas that agriculture
provides employment to a very large body
of workers whereas in urban areas ‘services’
and ‘manufactyring’ sectors are the main
sources of employment for working popu-
lation.

The availability and comparability of

TaBLE [
Sectoral Distribution of Workers and Non-workers by Sex and Area in
Madhya Pradesh —1971

J— g

Overall Rural Urban
~ R
Male  Female Male Femate Male  Female
Agriculture : .
Workers (000) 9000 3406 8791 3345 209 61
Percentage 78 90 89 95 13 27
Mining & Manufactnring :
Workers (000) 1043 198 502 135 541 62
Percentage 9 5 5 4 32 28
Transport & Communication :
Workers (000) 659 37 193 17 466 20
Percentage 6 1 2 0 28 8
Other Services :
Workers (000) 827 126 366 41 461 85
Percentage 7 4 4 1 27 37
Total Workers in (000) 11529 3767 9852 3538 1677 229
Percentage to Population 28 9 24 8 4 1
Total Non-Workers (000) 9926 16432 7971 13508 1955 2924
Percentage to Population 24 39 19 32 5 7

The table is based on statistics given in General Population Tables, Madhy3

Pradesh : Census of India 1971.
TaBLE 11

Estimates of Domestic Product of Madhya Pradesh at Constant Prices 1960-61 to 1973-74

1960-61 61-62 62-63 63-64 64-65 65-66 66-67 67-63 68-69 69-70 70-71 71-72 72-73 73-/7?

—

Agriculture
Rs crores. 512 485
Percentage Distribution 62 59
Index Numbers 100 - 95
Mining & Manufacturing
Rs crores 140 151
Percentage Distribution. 17 18
Index Numbers 100 108
Transport & Communication
Rs crores 98 100
Percentage Distribution 12 12
Index Numbers 100 102
Othere Services
Rs crores 82 87
Percentage Distribution 10 11
Index Numbers 100 106
Domestic Product
at F.C. (Rs Crores) 832 824
Index Numbers 100 99
Per Capita (Rs) 260 251

464 508 539 383 373 558
57 58 58 49 47 55
91 99 105 75 73 109

152 168 181 187 199 212
19 19 19 24 25 21

109 120 120 134 142 151
103 110 114 107 109 127
13 12 12 14 14 13

105 112 116 109 111 130
92 97 103 107 112 113
11 11 11 14 14 1

112 118 126 130 137 138

811 883 936 785 793 1011
98 106 113 94 95 122

241 256 265 216 213 265

—

490 520 568 594 538 529
52 52 53 53 50 49
9% 102 111 116 105 103

215 224 236 243 255 264
23 2 22 22 24 24
154 160 169 174 181 188
128 135 141 149 148 145
14 13 13 13 14 13
131 138 144 152 151 148
116 122 125 130 134 144
12 12 12 12 13 13
141 149 152 159 163 176

949 1001 1070 1117 1074 1082

144 120 129 134 129 130
242 249 260 265 248 244 )

1. Estimates of State Domestic Product of Madhya Pradesh, Directorate of Economics & Statistics, Madhya Pradesh, 1975,
2. Mining has been detached from agriculture and added to manufacturing to fall in line with the classification used.
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the state income and working force sta-
tistics limit the scope of this study.
Tremendous difficulties have to be faced in
making use of the data on working force;
since the available data are not compara-
ble between two points of time, 1961 and
1971, because of the conceptual diffe-
rences in worker’s definition. The data on

““Working force made available in the 1961

census tend to overstate and those of 1971
understate in relation to one another
because of the differences in defininga
worker. Housewives and students were
included in the category of workers in

1961 even though their participation was
marginal. They were, however, excluded
from the category of workers in 1971
because they were part-timers and held
subsidiary work as well. Moreover, the
reference period which extended up to
fifteen days preceding the day of enume-
ration in 1961 was reduced to one week
in 1971 in case of regular work in trade,
profession, service or business. For sea-
sonal work, anindividual was classified asa
worker if he had put in regularly at least
half normal day’s work during the major
part of the last working season. In 1961

TABLE 1II

if the person had some regular work of
more than one hour a day throughout the
greater part of the working season, he
was to be treated as a worker.

In view of the foregoing observa-
tions, it is obvious that the data for 1971
which are more or less equal in all states
to those of 1961 without taking into
consideration the addition to work-force
brought about by the natural growth of
population and by the intersectoral
migration attributable to productivity
differentials, are obviously not compara-
ble without their being rationally adjusted.

Estimates of Domestic Product of Madhya Pradesh at Current Prices, 1961-62 to 1973-74

61-62 62-63 63-64

€4-65 6566 66-61 67-68 68-69 69-70 70-71

71-72 72-73 173-74

508 635 755 688 702 1127

57 60 61 58 56 64

1960-61
Agriculture
Rs crores 512 524
Percentage Dis-
tribution 62 60
Index Numbers 100 102
Mining &
P Manufacturing
" Rs crores 140 156
Percentage Dis-
tribution 17 18
Index Number 100 111
Transport &
Communication
Rs crores 93 107

Percentage Dis-

tribution 12 12
Index Numbers 100 109
Other Services
Rs crores 82 93
Percentage Dis-
tribution 10 It
Index Numbers 100 113
Domestic Product
at F.C. (Rs crores) 832 879
- kndex Numbers 100 106
~ Net per capita 260 268

99 124 147 134 137 220
163 181 204 218 245 272
18 17 17 18 19 16
116 129 146 156 175 194
114 130 146 143 164 194
13 12 12 12 13 11
116 133 1499 146 167 198
103 111 126 134 148 169
12 10 10 1 12 10
126 135 153 163 180 206
888 1058 1230 1184 1260 1761
107 127 148 142 151 212
264 306 347 326 338 461

983 1130 1209 1335 1477 1919

59 60 60 60 60 62
192 221 236 261 288 375

295 322 352 381 417 479

18 17 17 17 17 16
211 230 251 272 298 342

202 226 269 309 370

12 12 12 12 13 12

206 231 241 274 315 378
183 204 218 241 271 313

11 11 11 11 11 10
223 249 266 296 330 382
1663 1881 2014 2225 2474 3081
200 226 242 268 298 370
425 469 490 528 573 696

1. Estimates of State Domestic Product of Madhya Pradesh, Directorate of Economics & Statistics, Madhya Pradesh, 1975.
2. Mining has been detached from agriculture and added to manufacturing to fall in line with the classification used,
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The formula developed for the state of
Madhya Pradesh works out as follows :

(in thousands)
The actual strength of working
force as recorded in 1971
The actual strength of work-
ing force as recorded in 1961
Estimated strength of work-
ing force with additions due
to natural growth of popu-
lation at 28.67 per cent during
the decade 1961-71 in
Madhya Pradesh 1971
Estimated productivity per
worker in 1971 reduced to
the comparative level of 1961
_ 15296
21465

Thus the estimates of working force
according to the revised industrial classi-
fication for the bench mark year 1960-61
and those for 1971 as thrown up by the
1971 census, though conceptually not com-
parable yet with possible adjustment as
carried out above, have been used in this
study. There is no other source from
which data on working force year-wise
and sector-wise for all states may be avail-
able for a comparative study.

During the period 1961-74, the net
domestic product in the state as a whole
was running an erratic course, registering
an increase of about 30 per cent at cons-
tant prices whereas at current prices, the
increase in the index was phenomenal.
Similarly per capita income has recorded
a gain slightly less than three times but
at constant prices not only this gain was
completely wiped out but a marginal
loss, in per capita income, was quite
perceptible by 1974,

The distribution of the net domestic
product, at constant prices, amongst
various sectors during the period proved
beyond doubt that the agricultural sector,
contributing the highest percentage at 62
to net donestic product of the state, yielded
somewhat to the mining and manufac-
turing sector by 1974 though its per-
centage contribution to net domestic
product was still the highest. The agri-
cultural sector had considerably receded.
At current prices, there was no loss and
the percentage contribution remained the
same as in the base year. '

It is the mining and manufacturing

=15296

= 16774

=21465

or 71 per cent
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seetor which started contributing nearly
a quarter to the net domestic product by
1974 at constant prices. Rapid strides
made by this sector were further corro-
borated by progressive inceeases in index

numbers. This sector clearly recorded a
healthy trend.

The ‘service sector’ too made consider-
able headway and was the second largest
contributor to net domestic product at
constant prices. This could further be re-
inforced by progressive increases in the
index numbers. The share of transport
sector in the net domestic product of the
state was marginal as shown by the per-
centage contribution,

Table 1V is important inasmuch as it
distributes the net domestic product and
the work force employed into four sectors.
This makes is possible to calculate pro-
ductivity per worker for sectoral compa-
rison and thereby to direct human and
material resources from sectors where
productivity is low to those where it is
comparatively high. It further gives indi-
cation where fresh investment should or
should not be made.

The major contributor to the net
domestic product of the state is agricul-
ture. For 82 per cent of labour force em-
ployed in agriculture in 1960-61, its con-
tribution is only 61 per cent. Even this
position has not been maintained during
the period. Its contribution considerably

declined and got reduced from 61 per
cent in 1961 to 53 per cent in 1971 for 2
slight decrease of one per cent in labour
force employed. Even productivity per
worker experienced a perceptible fall fror.n
371 to 321. The importance of agr-
culture inthe economy of the state, there-
fore, is being gradually overshadowet,i“
by other sectors. T

The other major sector in the state has
been ‘mining and manufacturing.’ Though
its contribution to the economy ofthe
state is not sizeable, yet it gradually
acquired momentum and by 1971 it had
to be reckoned with as the sccond biggest
contributor after agriculture. For eight
per cent of labour employed, it contributed
17 per cent to the state domestic product
in 1961 and 22 per cent in 1971 without
any percentage increase in labour force
employed. Productivity per worker also
rose by about 30 per cent. This recorded
a considerable gain over other sectors.

The transport sector receded some
What from its 1961 position. The contrl-
bution and productivity per worker both
fell considerably between 1961 and 1971-
The service sector showed signs of im-
provement inasmuch as its contribution
to net domestic product of the stat®
considerably rose for the same amount 9
labour force employed in 1961 and 1
The productivity per worker also went up
by about 20 per cent.

TABLE 1V

Trends in Productivity Differentials by Scctors (At constant prices)

g

e

1970-71

e

- Agricul- Manufa- Trans. Ser- Agricul- Manufa- Trans- Ser-

ture cturing port  vice ture  cturing port vice
Net Domestic Product
(Rs in Lakhs) 51120 14000 9820 8180 56820 23610 14090 12520
Working Force
(in thousands) 137930 13558 5565 10685 124060 12410 6960 9530
Productivity per
worker (in Rs) 3711033 1765 766 458 1902 2026 1314
Comparative estimate at 71 % (71/100) 321 1330 1418 920
Percentage Distribution of
Net Domestic Product 61 17 12 10 53 22 13 120
Perercentage Distribution o
of Working Force 82 8 4 6 81 8 5

—

Figures.of working force as revised by the CSO to ensure correspondence between census
industrial classification and national product industrial classification have been used.
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Proposals for a basic

Robert S. McNamara

The President of the World Bank, R
of the poor countries while addressin
at Manila on October

; r
billion human beings in the poor countries rose ma

; PP ; erio
in 1965 to $150 in 1975. During t%; -;Z'(;’fnp1 965 to $5,500 in 1975. In the

A J
income of the poor nations is expecle
élnifc;g increase in the case of the developed

the developed nations rose from
next decade, while the per capita
to rise by only $30, the correspon

countries Is likely Lo be around 32‘60260r countries will widen significantly.

standard of living of the rich and the

: , j art o
In this article which forme? lheo;c)zgcclggllv’;fieps to broaden their response to

McNamara has asked the devel

the critical capital needs of the developing countries.

¢ S. McNamara, spelt out the plight
Roge;he board of governors of the Bank

4. He said that the per capita income of one

ginally from $130
d, the per capita income of

Thus the gap between the

f his address, Mr

TF WE Jook about the world today realis-
tically, it is evident that the desire f(?r a
greater degree of equity—for a more Jl_lSt
and reasonable equality of opportunity
among individuals, both within nations
and between nations—is becoming a major
Concern of our time.

It is a trend that has been gathering
i ﬁomentum for a century or more. The
rise of the labour union movement, the
drive against racial discrimination, the ex-

countries have nearly stagnated over the
past decade. In statistical terms they have
risen only about two <.iollars a year: from
$130 in 1965, to $150 in 1975.

But what is beyond the power of any
set of statistics to illustrate is 'the inhuman
degradation the vast majority of these
individuals are condemned to because of

poverty. '
Malnutrition saps their energy, st}mts
their bodies, and shortens their lives.

—WINDOW _

ON
THE WORLD _

pansion of civil rights, the enhancc?m.ent
of the status of women—these and.snmxle'lr
movements have all had an ingredient in
common: the surge towards greater socu‘al
justice and more equitable economic
opportunity. -

" This broad thrust is growing more insis-
tent today in all nations. It is searching
“for new solutions to the intolerable prob-

lems of poverty.

The per capita incomes of the more than
one billion human beings in the poorest

EASTERN ECONOMIST

Illiteracy darkens their minds, and fore-

closes their futures. Simple, preve.ntable Development
diseases maim and kill their children.

understanding

ever economic progress there may bein
their own societies. They remain largely
outside the entire developmeat effort,
neither able to contribute much to it, nor
benefit fairly from it.

Unless specific efforts are made to bring
them into the development process, no
feasible degree of traditional welfare, or
simple redistribution of already indequate
national income, can fundamentally alter
the circumstances that impoverish them.

The governments of the poorest coun-
tries must, then, reorient their domestic
policies so that they will both accelerate
economic advance and begin to reach the
poor with measures specifically designed
to help them to become more productive.

disgracefully indequate

All of this is feasible, but not without
greater help from the international com-
munity. 1f poverty is to be reduced, then
developed nations must squarely face the
fact that current and projected levels of
Official Development Assistance for the
poorest countries are disgracefully inade-
quate. On the basis of present plans, not
only is there no hope that the ODA target
of 0.7 per cent of GNP can be reached but
there is a serious possibility that perfor-
mance may erode even further.

The principal reason for this is that the
strongest and wealthiest of the OECD
nations—countries whose Gross Domestic
Product accounts for two-thirds of the
entire combined GNP of the 17-nation
Assistance  Committee
group—are substantially below the average

Squalour and ugliness pollute and poison of the others in their response to the

their surroundings.

target. And the contribution of these

The miraculous gift of life itself, and nations will decline even further ‘unless
all jts intrinsic potential—so promising they act deliberately to reverse their pro-
and rewarding for us—is eroded and jective ODA trends.

reduced for them to a desperate effort to

survive.

The economies of these nations—already
immensely productive—will become even

The self-perpetuating plight of the abso- more productive over the next few years.

Jute poor simply cuts them off from what- For them—or indeed for any of the other
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developed nations—increasing their help
to the poorest countries would not require
them to diminish in the slightest their own
high standards of living, but only to
devote a miniscule percentage of the ad-
ditional per capita real income they will
earn over the decade.

If the governments of the poorest coun-
tries do not take the internal measures
they must, and if the developed nations
do not help them with the development
assistance they so seriously need, then the
outlook for three out of every five of the
1.2 billion human beings who live in these
disadvantaged countries is unspeakably
grim.

The record of the middle-income deve-
loping countries over the past decade has
been better, but their achievement has

been marred by serious inequities in their
income-distribution patterns.

Not only do the 170 million absolute
poor in their societies suffer the same
deprivations as those in the poorest coun-
tries, but hundreds of millions more sub-
sist on income levels less than a third of
the national average.

These extremes of inequality have con-
tributed to severe political turmoil in a
number of these countries, and could
easily trigger further violence. Govern-
ments must recognize that if the growth
rates of the past are to be resumed and
sustained, their benefits must be more
widely distributed.

As those measures are taken—and are
buttressed by greater efforts to mobilise
internal resources, expand employment,

and broaden the range of exports—the

industrial nations must find practical ways
to assist by permitting more equitable
access to their own markets, and by
making available additional development
capital on reasonable terms.

All of this, too, is feasible, given 2
sense of fairness and realism. The dia10g1§_

over these issues within the internationa

community is intense, but is often con-
fused and ineffectual because of the ten-
dency to prolong debate over peripheral
questions, rather than come to termS
first with what is clearly fundamental.
And what is fundamental is that the
developing nations must make a strong
commitment to internal policy reforms;
and the developed nations must, in theif
turn, make a comparable commitment t0

Flow of Official Development Assistance from Development Assistance Committee Members
Measured as a Percentage of Gross National Product!

oy

1975

1960 1965 1970 1971 1972 1973 1974

Australia , 38 53 .59 53 59 44 S5
Austria A1 .07 07 .09 A5 18
Belgium .88 .60 46 .50 55 51 Sl
Canada 19 .19 42 42 47 43 .50
Denmark .09 13 38 43 45 48 55
Finland? 02 .07 12 15 .16 17
France 1.38 .76 .66 .66 67 .58 .59
Germany 31 .40 32 .34 31 32 37
Italy 22 .10 16 18 .09 14 14
Japan .24 27 .23 23 21 25 25
Netherlands 31 .36 .61 .58 .67 .54 .63
New Zealand® 23 23 25 27 31
Norway Al 16 31 33 43 43 57
Sweden .05 .19 38 44 48 .56 72
Switzerland 04 .09 15 d20.21 .16 15
United Kingdom .56 47 37 41 .39 34 .38
United States* 53 49 .31 32 .29 23 24
Graud Total

ODA ($b-Nominal Prices) 46 59 68 77 85 94 113
ODA ($b-Constant 1975 Prices) 11.0 123 11,5 122 121 11.6 12.7
GNP ($t-Nominal Prices) 9 13 20 22 26 31 34
ODA as 9, GNP 52 44 34 .35 33 .30 33
ODA Deflator’ 42 48 59 63 70 .81 .89

e

61 55 56 51 51 0S8
A7 16 16 a7 a1 18
59 57 61 64 65 68
57 58 61 65 68 .10
S8 62 64 61 0 70
18 20 22 24 271 29
62 6 5 .60 .61 63
40 32 29 28 21 26
11 11 12 12 12 .12
24 23 2 22 21 20
g5 8 88 g9 .88 .88
52 42 41 44 46 47
66 74 8 96 97 97
82 8 89 92 96 100
19 16 15 14 .14 14
38 37 37 39 40 A4l
27 2 24 23 22 21

136 146 162 183 205 228

136 136 141 146 153 159

38 42 48 55 62 69

36 35 34 34 33 33

100 107 115 125 134 143
______,//

1 Figures for 1975 and earlier years are based on actual data. Those for 1976-80 are based on OECD and World Bank estimates
of growth of GNP, on information on budget appropriation for aid, and on aid policy statements by governments—they ar¢

projections, not predictions, of what will occur unless action not, now planned, takes place.

2 Finland became a menhe’.

of DAC in January 1975. ® New Zealend became member of DAC in 1973. ODA figures for New Zealand are not availas™"
for 1960 and 1965. * In 1949, at the beginning of the Marshall Plan, US Official Development Assistance amounted tO

2.79% of GNP. 5 Includes the effect of parity changes. Figures through 1975 are based on DAC figures. Deflators for
1976-80 are the same as those for GNP,
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provide a more adequate amouut of deve-
lopment assistance.

It is less important initially what speci-
fic forms that assistance will take than
that a general agreement be concluded on
two basic points: the overall magnitude
of the trade assistance and capital requi-
Tements within a given time frame; and
Mthe scope of the internal policy reforms
that will assure its cost effectiveness.

Once these two fundamental issues have
been agreed upon, the specific negotia-
tions will have a pragmatic framework in
which to proceed.

Whatever may be decided, it is obvious
that our own institutions in the World
Bank—IBRD, IDA ~and IFC—will be
involved. That is why we must move
promptly to consider, and to resolve,
the resource constraints that face us.

We can no longer afford to defer the
discussion over the IBRD’s future growth.
Either we should accept in principle that

it ought to continue—as it has over the
past decade—to broaden its response to
the critical capital needs of our developing
member countries. Or we should decide
consciously to let its usefulness decline as
the limits of its present capitalisation are
reached, and as inflation erodes the real
value of its commitments.

I believe that the latter course would
be extremely unfortunate, particularly
since there are a number of practical alter-
natives to immediate and burdensome
budgetary requests. But we must meet the
basic issue squarely, and not permit pro-
crastination to drain our opportunities
away. v

Decisions over the Fifth Replenishment
of 1DA are even more pressing if a comp-
lete hiatus in operations is to be avoided
at the end of next June. Surely we can-
not contemplate the stark realities of
absolute poverty in our poorest member
countries, and then turn our backs on

Investment explosion

in Saudi Arabia

v

,Thes increase in the price of crude oil since the. last quarte( of 1973
" has p7aacr:dlzzgrmous fungs at the disposa{ qf Saudi Ar{ibla which
has a population of not more than eight m/II!ons. In this {eport prepared
by the Economic Research Department of Union Bank o_f' Switzerland, '
it is shown that Saudi Arabia offers splendid opportunities for coI!aboratlon
in various development projects, though only the western companies

have so far grabbed most of the new opportunities.

SAUDI ARraBIA is the largest oil producer
among the OPEC, with nearly quarter
of the world’s proven reserves lying
within its borders. Crude oil and pet-
roleum products account for approxi-
mately 85 per cent of its Gross National
Product (GNP). The industrial buildup
of the country began back in the sixties,
with efforts being focussed especially on
the construction of steel rolling mills and
cement plants. Nevertheless, industriali-
sation outsjde the oil sector remains in
a primary stage, with traditional small
handicraft establishments still predomi-
Mating.  Agricultural production has
been hampered up to now mainly by the
scarcity of water and accounts for only
about three per cent of the GNP.

As a consequence of the massive
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increases in the price of oil, more than
$ 50 billion have flowed into the country’s
coffers since the oil crisis in October 1973,
In 1975 alone, when production was cut
back by 20 per cent, Saudi Arabia’s oil
revenues came to about $28 billion, an
amount far in excess of the Saudi eco-
nomy’s financial needs. Around ¥§15
billion of the surplus was lent to inter-
national organisations and other nations
or directly invested abroad. By the
end of January 1976, Saudi Arabia’s
monetary reserves stood at $23.4 billion
(January 1975: $14.8 billion), thus making
it the nation with the world’s second
largest monetary reserves after West
Germany.

Saudi Arabia has set itself the goal of
using its mammoth surplus revenues to

739

the 750 million human beings there who
are trapped in it.

IDA has become the international
community’s primary weapon against the
worst forms of poverty. We must not let
it grow less effective—or lie unused—
through our neglect and failure of
purpose.

By any objective standard, absolute
poverty is an anachronistic tragedy in our
century. A tragedy because it is a condi-
tion of life beneath the level of human
decency; and anachronistic because there
are now at hand the economic and tech-
nological means to end it.

But in the final reckoning, it will not
be simply economics and technology that
end it. It will be people—people who care,
people who make sacrifices, people who
take practical steps to see the task through.

We are those people.

We have to ask ourselves—each one of
us—where we really stand.

industrialise and to diversify its economy
away from its hydrocarbon base. To
attain these goals, an ambitious develop-
ment programme for the period from 1975
to 1980 was initiated last year,

Shortly before the end of the first
Saudi Arabian Development Plan, ap-
proval was given to the second five-year
development plan covering the period from
July 1975 to June 1980, In order to
lessen the economy’s extremely strong
dependence on oil and to increase govern-
ment social benefits, capital expenditures
of $142 billion or SR 498 billion, are
slated by 1980. A good half of this
amount will be spent on construction
projects, mainly to build up the infra-
structure of the country. About SR 73
billion wlll go for education, with emphasis
to be placed on technical training. Ano-
ther SR 63 billion are scheduled for
industrial expansion, while more than
SR 40 billion will be invested in agricul-
ture and the development of water
resources.

The oil industry will continue to be
the most important sector of the economy.
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At anannual production rate of about
337 million tonnes (total 1975 output),
Saudi reserves proven up to now would
last another 100 years at least. The
Arabian American Oil Company (Aramco),
in which Saudi Arabia has had a 60 per
cent holding since January 1974, produced
over 95 per cent of the nation’s oil. The
agreement between Saudi Arabia and
Aramco in existence since the beginning
of 1976 stipulates a 100 per cent take-
over this year by the state-owned com-
pany, Petromin, which oversees the deve-
lopment of all mining. It is responsible
for carrying out and financing develop-
ment projects.

According to the second five-year
development plan, SR 45 billion are
earmarked for the oil sector. Large-scale
investments will be made in refineries,
petrochemical complexes and fertilizer
plants. Natural gas projects account for
the largest share of the funds. With the
help of plants for the gathering, treating
and separating of natural gas, better
utilisation of this resource is being plan-
ned; at present up to 80 per cent goes to
waste. Export of natural gas is to be
stepped up by the construction of addi-
tional refineries, and a new 1,250-kilometre
pipeline from the Arabian Gulf to the
Red Sea will facilitate the transport of
natural gas to western Furope.

splendid opportunities

Numerous opportunities are open to
both Saudi and foreign investors to parti-
cipate in the industrial projects planned.
The government is financing large projects
mainly on its own only in the oil sector,
whereas it is cooperating with private
industry in other sectors
development. In contrast to other oil-
producing countries, Saudi Arabia is
interested in foreign financing for other
large-scale projects. Over the long term
the government is even planning to turn
its interests over to the public.

Within the framework of the second
five-year Plan, special emphasis is being
placed on the buildup of industry.
Efforts will be made to promote the
production of consumer goods for the
domestic market and thus to some extent
reduce the heavy dependence on imports.
The government plans to provide SR 6.7
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of imdustrial -

billion to support - a variety of projects
(excluding refining). Allin all, with the
aid granted, the annual real growth rate
should average around 13 per cent. The
recent increase in applicatians for indus-

trial licences is the first stage in the reali-
sation of goals set,

Asaresultof the funds to be spent
on developing the infrastructyre, the
construction industry should expand
substantially in the next few years The
share of this sector in non-oil GDP (Gross
Domestic Product) is to be increased from
25per cent in 1974-75 to more than 50
per cent in mid-1980. To accomplish
this, SR 258 billion—more than half of

the plan total—are earmarked for the
building sector.

Planned Expenditure for Constraction
1975-80

T e e e ——————————— e o

Type of construction Expenditure/
billion SR
Industrial 70
Other private and public 92
Civil engineering prejects 96
Total 258w

e o e e e e
——————

Because the capacity of the domestic
construction industry is still inadequate
to handle the projects planned—despite
strong expansion in recent years—foreign
partners are being sought. Competition
among foreign companies has become
considerably keener, owing in no small
degree to the recession in the industrial
nations. Inaddition, the heavy demand
for building materials and the problems
caused by port congestion have pushed
building costs and material prices skyward.
For example, while the price for cement
on world markets has declined, it hag
risen 40 per cent in Saudi Arabia within
one year. To counter this development,
the government is trying to speed up
production of building materials domesti-
cally. Cement output in 1980 is projected
at 10 million tonnes, up from 1.5 million
tonnes today.

The shortage of labour has also driven
up wages and salaries. In accordance
with a government decree in March 1976,
foreign comstruction companies are no
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longer allowed to recruit labour in Saudi
Arabia. On the other hand, newly
recruited workers are not allowed to be
housed in existing quarters, which means
that new lodgings must be built for
foreign construction workers.

The buildup of agriculture is also 8
major aim of the new five-year plan.
Because about 85 per cent of the land18 ~
unproductive desert, the utilisation of
groundwater has first to be improved and
irrigation systems must be expand°d~
For this development, SR 34 billion are
budgeted for the five-year period.

The government is attaching priority t0
bettering living conditions in rural areas
since about half the population of the
country lives outside the cities. ~Agricul-
tural  workers, which number about
450,000 are to be placed on equal footing
with industrial workers through govern-
ment aid in the form of credjt and subsl-
dies as well as other social measures.

Through the promotion of agricultural
production, the heavy dependence OD'
imports of basic food products is to be
reduced. New agricultural projects 2are
also being planned in which foreign
investors can participate.

Implementation of the second five year
plan will be impeded by various factgy
Thebiggest problems are in connection
with the recruiting of foreign labour and
the buildup of the infrastructure.

shortage of labour

Saudi Arabia’s presert Jabour force i$
estimated at about 1.6 million, but this
group’s level of training is still relatively
low. For this reason, importance is being
attached to technical training programmes
for Saudinationals. But such training
Isnotlikely to have a positive effect on
the labour market untill a later date. In
the meantime, the second five-year plan
calls for at least 500,000 foreign workers.
Asa result the proportion of foreigh
labour will rise to 35 percent of the
working population, which could cause

considerable social and demographi®
problems. For example, a part /%
the already insufficient construch

capacity would have to be treed in order
to put up the additional housing needed.
In addition most of the labour required
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will have to be Moslem in view of the
religious realities of the country. However,
it is questionable whether Saudi Arab{a
can readily recruit the trained workers it
needs, as it already competes Wwith the
other oil-producing nations for the
qualified labour available.

Bottlenecks are also likely in the trans-
Port system., At present, one of the
biggest problems is inadequate Pf’“
Capacity, a problem that arose maln}y

cause of the enormous increase in
imports and the sudden re-opening of the
Suez Canal. Within a few months of
the start of the second five-year plam
the average waiting time to unload at
Red Sea ports was 30 days and a total
of 130 ships lay anchored in Jeddah. In
the meantime, the situation has become
even worse, with the result that ships not
carrying so-called priority goods, such as
food and medicines, must now wait five
to six months.

lack of port facilities

Unloading can be speeded up only
by employing containers and the
roll-on, roll-off method, but this involv.es
costs roughly 30 per cent higher than in
conventional transport. ~ To ease the
situation, short-term measures were intro-
‘ﬁl.eed in January 1976. Construction .of
new berths was begun immediately, with
the long-range unloading capacity (exclu-
ding oil) projected at 13 million' tonnes
annually by 1980, or nearly triple the
Present capacity of 4.5 million tonnes.

As the first stage in the implementation
of the second five-year plan, record expen-
ditures have been budgeted for 1975-76.
Revenues, 90 per cent of which will again
stem from oil, are budgted for the current
year at SR 95.8 billion (—2 per cent com-
pared to 1974-75) and expenditures at
SR 110.9 billion (4143 per cent), thus
giving a deficit of SR 15.1 billion. This
amount can easily be covered, however,
by the nation’s monetary reserves.

In view of Saudi Arabia’s still inade-
quately developed technological and
administrative facilities as well as the
‘Problems already mentioned in con-
Tection with the labour market and the
infrastructure, it is questionable whether
the government will be able to disbl'lrse
the full amount of the budget. Since
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1971-72, no more than three quarters (?f
budgeted funds have ever been spent 1n
any one year.

In the first yzar (to June 1976) of the
second five-year plan, about two thirds
of the budget were earmarked for dcve19p-
ment including government s:onstructxon
projects as well as the expansion of the
transportation and commumcat}on .net-
works. High priority is also being given
to education. In the oil sector, the pro-
duction of natural gas is to be promoted
and increased oil exploration is to be

carried out.

In order to guarantee success in carry-
ing outthe development projects, inc;eased
economic cooperation with western 1ndus-
trial nations is being planned. Saudi
Arabia is interested not only in techr}o-
logical know-how but also in foreign
financial participation.  Over the past
few years, numerous investmen.t compa-
nies and development agencies, (for
example, the Saudi Industrial _Develop-
ment Fund) have been established to
make such participation possible. On
the condition that Saudi partners own
at Jeast 25 per cent of the capital st9ck
of the companies in which foreig_n capital
is invested, considerable privileges are
granted in the fields of taxatio.n and
import duties. In many cases interest-
free loans are being granted.

liberal import policy

Owing to the heavy demand for_ imports
and the nation’s enormous ﬁgancmg capa-
city, Saudi Arabia, along with Iran and
Iraq, has become 0n¢€ of the larges-t mark?ts
of the Middle East. Saudi Arabia applies
a very liberal import policy.. Capital
goods, such as machinery, machine tools,
instruments, spar¢ parts, raw materials,
semi-finished manufactures and  packing
material, can for the most part be impo.rted
duty free. Most other products, especially
consumer goods, are subject to t1.1ree
per cent ad volorem duty. Exceptions
are certain goods produced with comfo.rt-
able quality in Saudi Arabia, on W}'flCh
protective duties of 20 per cent are levie 1.

Over the past few yea's, imports have
increased tremendously, reaching SR 13
billion in 1974. The principal suppliers
are the United States, Japan and the
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Common Market, with each accounting
forabout 25 percent of total imports.
In the first half of 1975, imports rose
further to SR 9.25 billion (86 per cent
over the first half of 1974). This gain
can be attributed mainly to the heavier
imports of capital goods needed to
implement the mnation’s development
projects. And there can be no doubt
that Saudi Arabia’s import volume will
continue to expand, with the enlargement
of port facilities playing a decisive role
in regard to the extent of the growth,

free market economy

Saudi Arabia has a free market economy
in which the government exerts its influ-
ence enly on a protective basis. Accor-
dingly, there are no restrictions on
international payment transactions. The
Koran and its interpretations are to a
large extent the foundation for business
and legislation.

Whereas the private business sector
operates predominantly on the basis of
direct purchase and only in exceptional
cases issues tenders, government agencies
employ tenders for virtually all of their
contracting. In Saudi Arabia, two forms
of tenders are used : open tenders and
closed tenders. Open tenders can be
purchased by any interested party from
the issuing office. In the case of closed
tenders, a limited number of previously
rated companies which are registered with
the issuing office are invited to make
bids.

To obtain open tender files in time,
it is essential for an exporter to have
contact with someone in Saudi Arabia
who can notify him immediately of any
tenders being issued or who can purchase
the particulars himself and send them to
the exporter without delay.

At Saudi Arabia’s present stage of
development, it can be observed that
products for the expansion of the infra-
structure and communications systems
as well as consumer goods of all kinds
are greatly in dema-d.

The exporter who wishes to take
advantage of the opportunities offered on
Saudi Arabia’s markets should bear in
mind the following points :

1. Comprehensive information on

OCTOBER 8, 1976



local practices should be obtained from
persons familiar with local conditions.

2. Information should be obtained on
the spot by means of familiarisation
trips.

3. New contacts should be made and
existing contacts should be reviewed.

4. Care should be taken in appointing
the best possible agents or representatives
to guarantee one’s interests at local levels
in Saudi Arabia.

5. Collaboration with business partners
should be carried out at least in the
beginning by means of letters of credit.

6. Close association with a neutral
party should be maintained in order to
obtain objective advice and assistance
whenever needed.

primary goals

The private economy is being en-
couraged to contribute to the realisation
of the development goals, primarily raising
the national standard of living and in-
creasing the economic potential of the
country.

The government exerts influence on
the private economy only in the case of
industrial projects of national importance,
as many of these undertakings are of
such huge dimensions and extreme com-
plexity that many traditionally trade-
oriented Saudi Arabian businessmen find
them outside their field of experience. The
government plans, however, to place such
enterprises in the hands of private
industry as soon as such action becomes
feasible.

Ifin a joint venture Saudi partners
have a participation of at least 25 per
cent, the enterprise will enjoy various
benefits allowed by the government in the
interest of developing the nation’s indus-
trial base (tax relief, import duty con-
cessions, special low rental industrial sites,
financing, assistance, etc). Licences
must be obtained for the investment of
foeign capital. Application should be
sent to the ministry of Commerce and
Industry, Foreign Capital Investment
Office, Riyadh. There is no charge for
licences.
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Save
with
ace

Linoleum floor-coverings are an economie

investment. Linoleum endows your home
with a graceful decor. By retaining its
striking elegance for years, it saves you

o much in repair and renovation costs....
you’ll need a whole elephant to serve

as a piggy-bank!

Stain-proof, easy to clean and polish,
Linoleum comes in a wide range of colours
and designs. Choose yours.

LINOLEUM

The versatile floor-covering 8 For better living
India Linoleums Ltd.,
P.O. Birlapur, 24 Parganas, West Bengal.
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TRADE_
_WINDS

A
Rupee Upvalued

THE EXCHANGE rate of the rupee
has been revised upwards since
September 29, registering a
record appreciation of 4.6 per
cent against the pound sterling.
This revaluation is ninth in the
series since the rupee was de-
linked from the pound in
September last year. As a re-
sult of this revision the middle
rate is Rs 14.70 per pound as
against Rs 15.40 earlier. When
the rupee was delinked from
the pound, the rate was
Rs 18.31.

The Reserve Bank of India
has revised its rates for the
purchase and sale on pound
sterling for spot delivery, the
new  rates  being-buying :
£6.8259 per Rs 100 (corres-
ponding to Rs 14.65 per sterl-
ing pound), selling: £6.7797 per
Rs 100 (corresponding to
Rs 14.75 per sterling pound).
The Reserve Bank revealed that
the buying and selling rates
have been so fixed as to yield
a middle rate of Rs 14.70 per
pound, as compared to the
earlier middle rate of Rs 15.40.

The RBI will continue
to buy forward sterling for
delivery up to nine months at
rates to be determined, as
hitherto, by adding a margin
of £0.0125 per Rs 100 per
quarter or part thereof to its
spot buying rate. The bank
will also continue to allow, on
reqeest, one or more extensions
~‘S}‘its forward contracts on
Payment of a charge of £0.0125
per Rs 100 for each quarter or
part thereof, subject to the
condition that the total period
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of delivery should not exceed
12 months from the date of the

original contract.

Company Deposits

Before the Companies (Ac-
ceptance of Deposits) Rules,
1975 came into force, ac-
ceptance of deposits by non-
banking non-financial ~com-
panies was being regulated by
the Reserve Bank through
directions issued from time to
time. These directions, as they
stood prior to January 27, 1975,
allowed these  companies
to take deposits against un-
secured  debentures, depf)-
sits from shareholders (in
the case of public limited
companies), deposits guaran-
teed by directors and deposits
taken for meeting short-term
requirements to the extent of
25 per cent of the aggregate of
its net owned funds.

From January 27,1975, this
limit was reduced to 15 per cent.
When the Companies (Accept-
ance of Deposits) Rules, 1975
were promulgated by the
central government on Feb-
ruary 3, 1975, time was given
up to December 31, 1975 to re-
duce the category of deposits
described earlier from 25 per
cent to 15 per cent of net
owned funds. Representations
by companies about the diffi-
culties they were experiencing
in the matter of repayment of
these deposits made the govern-
ment extend the time limit first
to June 30, 1976, and again to
September 30, 1976. There have
been further representations
about the continued difficul-
ties the industry is facing and
the government in consultation

with the Reserve Bank, has
decided to allow a further ex-
tension of time till December
31, 1976 for this purpose.

Trade with Morocco

A three-member Moroccan
economic delegation led by Mr
Zine El-Abidine Sobti, director
of economic relations and co-
operation in the Moroccan
ministry of Foreign Affairs, had
meeting with the officials of
the External Affairs ministry.
The discussions centred round
the proposed agreements on
economic and technical co-
operation and science and
technology. The delegation
also held meetings with officials
of the ministry of Commerce
on the revival of the 1962
Indo-Moroccan trade agree-
ment. They discussed with offi-
cials of the ministry of Petro-
leum and Chemicals and the
MMTC the question of sup-
plies of phosphates.

Rural Electrification
Corporation

The Rural Electrification
Corporation (REC) has decided
to provide credit assistance for
lift irrigation and tube-well
projects and for enabling state
electricity boards to improve
theic service and performance
efficiency. This was disclosed
by REC chairman, Mr B. Van-
katappiah at a press conferance
recently. Under the first
scheme, which will be known
as Mini Farm(LI) Scheme, the
corporation will extend credit
ranging up to Rs 25 lakh
to a state electricity board
for lift  irrigation and
tubewell projects undertaken
by state department or and cor-
porations and cooperatives.
Under the second scheme
named Special Loan (SL),
credit will be extended to state
electricity boards to improve
their overall efficiency.

During the last year, Dr
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Venkatappiah stated, REC laid
greater emphasis on projects
aimed at increasing production
and promoting parity between
advanced and backward areas.
While steady progress was
maintained in financial and
physical performance, several
measures were initiated to meet
the changing needs of rural
electrification. For the sixth
year in succession, the REC
chairman indicated, the cor-
poration earned a surplus, the
profits after taxation for 1975-
76 being Rs 3.35 crores as
compared with Rs 3.03 crores
in 1974-75 and Rs 2.54 in 1973-
74. The corporation declared
a dividend of Rs 55 lakhs on
equity capital.

India-Nauru
Cooperation

India and the Republic of
Nauru have agreed to set up a
joint venture project for the
production of phosphoric acid
in India following discussions
in New Delhi between Mr K.D.
Malaviya, minister for Petro-
leum, who is currently holding
charge of the ministry of
Chemicals & Fertilizers also,
and Mr Hammer De Roburt,
minister for Development and
Industry of the Republic of
Nauru. A memorandum of un-
derstanding to this effect was
signed recently by Mr K.D.
Malaviya on behalf of the gov-
ernment of Indiaand by Mr R.B.
Detedamo, minister of Works
of the Republic of Nauru. The
two governments have agreed
that they would designate the
corporation which would parti-
cipate in the share capital of
new compazy to be formed for
the purpose of implementing
the proposed joint venture,

The total capital cost of the
phosphoric acid project was
estimated at around Rs 40
crores. The limited foreign
exchange component of the
estimated capital cost of the
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project was expected to be
adequately covered by the
equity contribution from Nauru
who may be allowed to hold
equity in the new company to
the extent of 40 per cent, in
accordance with the normal
policy of the government of
India in such cases.

On the basis of an initial
capacity of 1,00,000 tonnes of
P,0; the annual requirement of
rock phosphate was expected
to be 3,00,000 tonnes. It was
indicated during the talks that
Nauru might be able to supply
large quantities upto one
million tonnes of rock phos-
phate if mutually acceptable
terms could be worked out.

Electronics in
Maritime Shipping

The department of Electro-
nics and the ministry of Shipp-
ing and Transport have con-
stituted a joint committee to
assess the requirements of
electronic equipment for mer-
chant ships on a continuing
basis and to promote a pro-
gramme of indigenous develop-
ment-cum-production to meet
those requirements. A parti-
cularly important responsibility
of the committee will be to
evolve specifications and test
procedures for type approval
of all kinds of indigenous
marine electronic equipment,
and to work out a programme
for actual approval testing.

The committee, under the
chairmanship of the Director-
General of Shipping, includes
the Nautical Adviser to the
government of India, Mr S.S.
Gill, joint secretary, ministry
of Shipping, Mr Ashok Partha-
sarthi, joint secretary, depart-
ment of Electronics and Mr
N. Rajagopal, director, minis-
try of Shipping, Dr V.P.
Kodali, director (Techni-
cal) in the department of
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Electronics will be the member-
secretary of the committee.

International Coffee
Council Meet

The twentyninth session of
the  International Coffee
Council met at London on
September 27, to finalise the
procedures of operation of the
International Coffee Agreement
—1976, which commenced from
October 1, this year. The
Indian delegation to the meet-
ing was led by Mr Vishwanath
Pratap Singh, union deputy
minister of Commerce. The
decision to begin the new
Coffee Agreement from October
1 was taken in an earlier ses-
sion of the ICC held in
November 1975 in London,
which is the headquarters of
the international coffee orga-
nisation. The procedures for
the agreement include major
issues such as verification of
stocks, establishment of the
indicator price system and the
application of the system of
certificate  of origin. The
operation of the quotas under
1976 agreement is linked to the
indicator price system.

Credit Cooperative

The committee appointed
by the Reserve Bank in Sep-
tember 1975 under the chair-
manship of Dr R.K. Hazarj
(deputy governor and chair-
man of Agricultural Refinance
and Development Corporation)
has underlined the urgency of
integrating the short-term and
long-term wings of the co-
operative credit structure in
the country at all levels which,
it says, is necessary from the
national angle and in the
interests of farmers and the
cooperative credit institutions,
Out of the 15 members of the
Comnmittee, one member, Mr
B.S. Vishwanathan, represen-
ting the Federation of Land
Development Banks, has
opposed integration at any
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level and has given a minute
of dissent.

The committee has also sug-
gested certain measures for
simplification of lending pro-
cedures by cooperatives which
would cut across the cumber-
some formalities in obtaining
securities and facilitate lending
for diversified purposes. An
innovative suggestion made in
this regard relates to the
amendment to Cooperative
Law for creation of a special
charge to be known as *“‘gehan”
which will have all the facilities
of a simple charge and also
simultaneously safeguard the
interests of the financing
society or institution. For
mobilisation of long-term re-
sources also, a simple method
of borrowing fuands through
bonds and loans is recommen-
ded, instead of the present
system of debentures backed
by mortgages.

Procurement Policy
for Kharif Cereals

The government has taken
the following decisions on the
recommendations of the Agri-
cultural Prices Commission on
the price and procurement
policy for kharif cereals for
the 1976-77 season after con-
sulting the chief ministers and
Agriculture ministers of the
varions states: (1) Procure-
ment price of paddy for
1976-77 season be continued at
the same level as last year,
viz, Rs 74 per quintal for
coarse varieties. (2) Procure-
ment price of coarse grains for
the 1976-77 season be conti-
nued at the same level as last
year, viz, Rs 74 per quintal.
(3) The zonal arrangements
and movement restrictions on
rice and paddy existing in
1975-76 may be continued
except for the states of Andhra
Pradesh, Tamil Nady and
Karnataka and Yanam, Pondi-
cherry and Karikal of the

union territory of Pondicherry
being formed into a larger
zone for rice. The northern
rice zone is also being expan-
ded to include Rajasthan. (4)
Target of procurement of rice
has been fixed at 4.4 million
tonnes. (5) Movement of coarsé

grains should continue unreg*-

tricted throughout the country
and no definite target be fixed
for the procurement of coarse
grains. It may be left to the
states to procure the coarse
grains under the producer’s
levy and under price support.
(6) The premium for processing
paddy into parboiled rice be
increased from Rs 3to Rs5
per quintal of rice. (7) Issue
prices of raw rice from the
central pool be maintained at
last year’s level. (8) Issue
prices of parboiled rice of
different varieties be increased
by Rs 2per quintal to make
up for the additional premium
being paid for parboiled rice.
(9) Issue price of coarse grains
be maintained at the same level
at last year’s viz, Rs 86 per
quintal.  (10) The boﬁ
scheme for supply of ric

the central pool only may be
continued for 1976-77 season
also with sujtable adjustments.

Shipping Agreement
with Bulgaria

This country has reached 8
bilateral shipping agreement
with Bulgaria recently. The
agreement was initialled at
Sofia on September 24, and
will be signed at the time of the
forthcoming visit of the Presi-
dent of Bulgaria to India in
November this year. The main
features of the agreement are
that the cargo moving between
the two countries and freight
earnings on that cargo will b
shared equally between (@
vessels of both the countries,
and that no income tax will be
levied on the freight earnings
on the cargo moving between

OCTOBER 8, 1976

the ports of these two countries
by either party.

Exports to Hungary

Exports from India to
Hungary during 1976 are likely
to total Rs 25 crores which 18
in accordance with the Trade

APlan for 1976 signed last year

between the two governments.
Apart from the main traditional
items such as iron ore, deoiled
cakes, groundnuts, tea, coffee,
black pepper, jute products,
semi-hides and skins and mica
a large number of non-tradi-
tional items have already found
a good market in Hungary. In
1976, more than Rs 5 crores
worth of non-traditional items
Will be exported. Besides tran-
sistor radios, desk calculator‘s,
gramophone records and music
Cassettes, auto parts and ancil-
laries, bicycle parts, stainless
steel cutlery, hand tools an.d
small batteries, other items in
this range are tinned products,
cosmetics, leather garments,
ShOe-uppers, cotton ready-made
garments, confectionaries and
.?"E?tionery items.

New Items

The Hungarian importers
have succeeded in introducing
in their market, newer items
produced by Indian industry.
So, during the current year,
high capacity transformers,
high performance electronic
mini-calculators, machine tools
for different Hungarian facto-
ries, car radios and measuring
instruments have entered the
Hungarian market.

Hungarian Importer is bring-
ing out a special number
on India to acquaint the
Hungarian consumers with ?he
export possibilities of Indlap
industry. The editor of this
l‘?“*‘smonthly journal (published
by the Hungarian Chamber of

Commerce) Dr A. Trom had .

an opportunity recently to vis‘it
some of the large factories 1n
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Bombay, Calcuita and Delhi.
He has returned to his country
with the imvression that th'e
Indian exporters for non-tradi-
tional items have plenty of
scope in capturing the Hunga-
rian market.

Hindustan Petroleum

The government and. the
ESSO Eastern Inc, signed
on September 25, a f_of’f‘al
agreement for the vaUIS.ltl'On
and transfer of the remam%ng
26 per cent equity holdlqg
of ESSO Eastern Inc. 10
Hindustan Petroleum Corpora-
tion Limited. The transfer of
shares was effected on October
1, when the Hindustan Pefro-
leum Corporation Limited
became a 100 per cent govern-
ment undertaking. The secre-
tary, ministry of Petroleum,
Mr B.B. Vobhra, signed on
behalf of the government qf
India while Mr N.R. Vaswani,
initialled the agreement ON
behalf of ESSO Eastern Inc.

EXXON, principals of the
ESSO Eastern Inc, were opera-
ting a fuel refinery 1In Fhe
country capable of processing
3.5 million tonnes of crude per
annum and owned a large
marketing network for the
distribution of petroleum pro-

ducts. They were also holding
a 50 per per cent share in the
equity of a modern lube plant.
On March 14, 1974, EXXON
assets in India were acquired
by the government and a new
company called Hindustan
Petroleum Corporation Liniited
was set up with EXXON retain-
ing a 26 per cent holding in the
company. In accordance with
the agreement signed in March
1974, the balance 26 per cent
share of ESSO would have
been transferred to the govern-
ment only in 1981. But ESSO
Eartern Inc. agreed to part
with these shares early. The
100 per cent take over of
former ESSO is expected to
facilitate reorganisation and
rationalisation of the country’s
oil industry, 95 per cent of
which would now be under
government control.

Fertilizers for _
Dry Land Farming

The Fertilizer Corporation
of India has been assigned the
task of implementing the dry
land farming fertilizer project
in three districts of Madhya
Pradesh. Sponsored by the
union government, the govern-
ment of the United Kingdom
and the Food and Agriculture

Organization  (FAO)of the
United Nations, the project is
designed to promote intensive
agricultural  production by
applying modern dry land
farming technology, fertilizer
being the ‘kingpin’.

Madhya Pradesh is the
largest state covering an area
of mnearly 443,000 ° square
kilometres. Out of the total
population of 46 million, nearly
85 per cent live in rural areas
and depend almost entirely on
agriculture for their livelihood.
The project, will be financed
from the sale proceeds of the
complex fertilizers to be sup-
plied by the government of the
United Kingdom through FAO
in 1976, 1977 and 1978, and
valued at nearly Rs 43 lakhs.
FAO will provide experts to
supervise the programme.

The FCI has planned to start
the work in six clusters of
villages, two in each of the three
selected districts of Dewas,
Khandwa and Ujjain because
of their typical dry farming
conditions, particularly, low
rainfall, black cotton soil and
backward farming conditions.
While the fertilizers will be
sold at cost, the other inputs
like seeds and pesticides will
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disparity in consumption between

to nutrition
for export.

Mustard oil was
groundnut and

head. As the rich and middle class people in
urban areas consume large quantities of oil, it is
apparent that the actual consumption in the rural
areas was very small. S
wasextremely low in many parts of India, tl!ere
were local surpluses of certain varieties of edible
oilseeds which formed important commodities
While rape, mustard and sesamum
are produced entirely for local consumption, a
large proportion of groundnut and linseed found
its way in pre-war years to overseas markets. In
rural areas oil was produced mainly by village
ghannies and the oilcake was used partly as cattle
feed and to a limited extent as manure.

Although the consumption
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be given to the farmers by the
manufacturers and agencies on
a subsidised basis. Improved
implements for cultivation will
be provided by the project
which will also arrange for
loans with the nationalised
banks.

Fertilizer Output

Arecord production of 167,000
tonnes of nitrogen and 43,070
tonnes of phosphate in August
has pushed the cumulative
production for the April-August
period in the current year to
738,000 tonnes of nitrogen and
176,000 tonnes of phosphates
representing a growth rate of
over 49 per cent in both cases.
The previous best production
of nitrogen and phosphates in
a single month was during
March when 165,20} tonnes of
nitrogen and 35,300 toanes of
phosphates was produced. The
total production of 738,000
tonnes of nitrogen for the five-
month period is 220,009 tonnes
more than the 58,000 tonnes
production achieved in the
corresponding period last year.
Increased production represents
a growth rate of 42.5 per cent.

Most of this additional pro-
duction came from the sams
units which were operating last
year. While the already exist-
ing units gave an additional
production of 190,000 tonrnes,
the two units—Mangalore and
Namrup Expansion commis-
sioned in April and May this
year contributed only 30,000
tonnes to nitrogen production
because production in these
new units have still to stabilise.
The Barauni plant of FCI,
commission=d in July this year
is still under trial runs. The
overall capacity utilisation has
shown an improvement of about
11 per cent during the five-
month period. The capacity
utilisation increased from 59.2
.per cent in April-August 1975
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to 70.5 per cent during April-
August 1976.

Processed Food to
Gulf Countries

Exports of processed vegeta-
bles and fruits as well as live-
stock has witnessed rapid in-
crease to the Persian Gulf area
comprising Abu Dhabi, Bah-
rain, Dubai, Kuwait, Oman,
Qatar, Saudi Arabia, Muscat,
Yemen Arab Republic, Leba-
non, Iran, Iraq and Jordan.
The export value was almost
doubled from Rs 63 lakhs in
1973-74 to Rs 125 lakhs in
1974-75 and improved further
to Rs 189 lakhs in the first
three quarters- of 1975-76
(April-December 1975). The ex-
port earning of processad
fruits improved from 31 lakhs
to Rs 86 lakhs and Rs 115
lakhs in these periods while
that of processed vegetables
rose from Rs 3 lakhs to Rs 4
lakhs and Rs 6 lakhs. The
main export items under pro-
cessed fruits have been fruits
jams, fruit juices, mango slices
i1 brine and fruits in preserved
form. The principal items under
processed vegetables are pre-
served and prepared vegetables,
chutneys, pickles without sugar,
preserved vegetables and vege-
tables in air-tight containers.
Live animal exports, which
were of the order of Rs 5
lakhs in 1973-74, amounted to
one rupees lakh in 1974-75 and
Rs 13 lakhs during the first
three quarters of 1975-76. The
main items that are exported
in this category are sheep
and goats. Buffaloes which are
not useful for breeding and
draught purposes have also
been allowed for export effec-
tive from May 1976.

Names in the News

The government has appoin-
ted four more persons as
directors on the board of India
Tourism Development Corpora-

tion (ITDC). They are
Mr C.B. Jain, director-gene-
ral of Tourism; Mr A.S.
Bhatnagar, joint  secretary,
ministry of Tourism and Civil
Aviation; Mr A.H. Mehta,
acting chairman and managing
director, Indian Airlines and

Rajasthan State Hotels Cor-
poration, Jaipur. Mr BS.
Gidwani, director-general of
Civil Aviation, will continue
to be a director on ITDC
board. With the addition of
these four members, the
strength of the board of direc-

Mr V.N. Kak, chairman, tors has gone up to eleven. 4

Government of India -

6 per cent loan 1993 (Second Issue) to be issued at Rs 99.25 per cent
and repayable at par on 26th of July 1993. 6} per cent loan 2002 to be
issued at Rs 100.00 per cent and repayable at par on 16th of October 2002.

Subscriptions to the above loans will be received simultaneously and will
be limited to a total of Rs 275 crores (approximately). Subscriptions may |
be in the form of cash/cheque. Government reserve the right to retain
subscriptions upto ten per cent in excess of the notified amount.

2. If the total subscriptions received for the loans exceed the notified
figure plus the amount of ten per cent retainable as aforesaid, partial allot-

ment will be made in respect of the subscriptions received and the balance
refunded in cash as soon as possible.

3. Inthecase of 6 percent loan 1993 (Second Issue) interest for the
period 16th October 1976 to 25th January 1977 inclusive will be paid on
25th January 1977 and thereafter interest will be paid half-yearly on 26th

July and 25th January. Interest on 6% per centloan 2002 will be paid half-
yearly on 16th April and 16th October.

4'. Interest on all the loans now issued together with interest on other
previous Governmsnt securities and income from other approved investments
will be exempt from income-tax subject to a limit of Rs 3,000 per annum
and subject to other provisions of Section 80L of the Income-tax Act, 1961.
The value of the investments in the loans now issued together with the
value of other previous investments specified in Section 5 of the Wealth Tax
Act will also be exempt from the Wealth Tax upto Rs 1,50,000. )

5. Subscription lists for the new loans will open on the 16th of Octo}@
1976 and close on 18th of October 1976 or earlier without notice. )

Applications for the loans will be received at:

(a) offices of the Reserve Bank of India a Ahmedabad, Bangalore,
Bombay (Fort and Byculla), Calcutta, Hyderabad, Kanpur, Madras,
Nagpur, New Delhi and Patna; and

(b) branches of the State Bank of India at all places in India except at
(a) above

6‘.~ Securities will be issued in the form of Promissory Notes or Stock
Certiticates. The advantages of investing in the form of Stock Certificates
are as under:

(i) TItissafer than a Government Promissory Note as the name of the

) holder is registered in the books of the Public Debt Office.

(ii) The Stock Certificate will be sent to the applicant direct by register-

~ ed post by the Public Debt Office.

(i) The half-yearly interest will be remitted to the holder direct by an
m_terest warrant drawn at par on any Treasury or State Bank branch
Stlpu!ate'd by the holder. 1If the holder so desires, the interest will
be remlfted by Money Order after deducting the Commission
c?.harges; 1n respect of Stock Certificates where the net amount of
mfer'est to .be remitted is less than Rs 20/- no money order com-
mission will be charged.
If the holder wishes to sell his securities he can do so by signing the

transfe.r form printed on the back of the Certificates in the manner
prescribed therein. :

(v) Government ?romissory Notes in exchange for the Stock Certific Ky
can be obtaln.ed by applying to the Public Debt Office and on i
ment of a nominal fee for each new note required.

7. For any further clarificatio
' n, please apply to or
branches mentioned in paragraph 5. i  of the offoes

(iv)

]
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COMPANY
AFFAIRS

Seshasayee Paper

THE YeAR 1975-76 has been
one of considerable stress and
strain for the paper industry.
The industry has had to battle
on more than one front.
Perhaps, the biggest problem
faced by the industry is the
continuing escalation in all the
ingredients of cost, starting
from primary raw materials,
power and fuel costs, no less
the cost of diverse chemicals
and other inputs. The industry
Seems to be reaching a point
where these developments are
beginning to challenge viability
of operations. On the other
side, the industry is compelled
by the central government to
supply 30 per cent of its total
Preduction at a fixed price of
Rs"2750 per tonne to the
“preferred sector”, which is
substantially below the current
ex-factory cost of production
of paper.

Levy Price

There does not appear
to  be much logic in any
industry being called upon to
sell its output g¢r any part
thereof at below cost price.
As the “levy price” was fixed
long before the costs started
escalating. It is high time
that the government undertakes
a .review both of the levy
price and of the percentage of
the total output of the paper
mills, which is needed for
consumption by the govern-
mEntagencies and the educa-
tional sector. It is evident
from the consumption pattern
of last year that the “preferred
sector” could do with substan-
tially less paper than is indi-
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cated by the present 30 per cent
stipulation.  Considering the
all round economy drive under-
taken by the government in all
sectors of departmental con-
sumption, there seems to be
some scope for reduction in
the quantum of paper they
require to be supplied at the
levy price. This was stressed
by Mr S. Narayanaswamy, the
chairman of Seshasayee Paper
and Boards Ltd, while addres-
sing the annual general meet-
ing of the company.

Joint Effort

Referring to the afforestation
programmes the chairman said
that the paper industry is con-
vinced that efficient and speedy
afforestation can be undertaken
on a realistic scale only through
the joint efforts of the paper
industry and government, with
the former taking an active
part in giving guidance to such
a programme and the govern-
ment allocating the required
blocks of lands for the purpose
to the industry and providing

“a part of the resources required

for launching such an affore-
station programme.

In this context the chairman
has welcomed the efforts of
the Tamil Nadu Forest Plan-
tation Corporation which has
undertaken growing eucalyptus
and other plantations on a
commercial basis. As  the
government has limited resour-
ces it will not be in a position
to undertake commercial affo-
restation on the scale required
by paper and man-made fibre
industries. Hence it is felt
that a joint effort should be
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made by the industry and the
government through a long
term lease of the required lands
inan appropriate forest area,
to the industrial units to grow
their own pulpable varieties of
wood. It has assumed added
significance due to the fact that
the paper industry scemsto be
entering upon a new phase,

when it can no more depend

on unspecified sources for its
requirements of primary raw
materials, any more than the
sugar industry can for instance,
depend on unspecified sources
for its requirements of sugar-
cane,

The company is making
rapid progress in the imple-
mentation of the expansion
scheme aimed at raising the
installed capacity from 35,000
tonnes to 55,000 tonnes per
anmum. The additional capa-
cities are expected to go on
stream by the middle of 1978.
The expansion project is expec-
ted to cost Rs 20 crores. It
will be financed by internal
cash generation to the tune of
Rs 4 crores while Rs 15 crores
will be raised as borrowings
from five financial institutions
and six nationalised banks.
The balance of one crore of
rupees required towards the
closing stages of the expansion
project will be met by
issuing 11 per cent preference
shares in respect of which
underwriting arrangements have
been already finalised with
institutions.

Aluminium Industries

The year ended March 31,
1976 has been a year of decisive
recovery for Aluminium Indus-
tries Ltd in many ways, not
only profit-wise but also pro-
duction-wise. The profit before
providing for depreciation
and interest charges amounted
to Rs 243.38 lakhs, with the
corresponding figure of the
prior year being Rs 193.97

lakhs. The net profit of a little
over Rs 100 lakhs after char-
ging depreciation amounted to
Rs 28.40 lakhs. From the
profit, after making sundry
adjustments and providing the
first instalment of the Deben-
ture Sinking Fund, it has been
possible to recommend payment
of preference dividend inclu-
ding the one due for the year
under review totalling eight
years.

Increased Sales

The distribution of the
preference dividend involves a
sum of Rs 61.39 lakhs and the
board of directors have annou-
nced on equity dividend of
eight per cent which absorbs
Rs 21.59 Ilakhs. With the
backlog of preference dividend
S0 onerous, it was not possible
for the board of directors to
improve on the rate of equity
dividend during the year. Such
performance  was  possible
mainly as a result of the com-
pany’s increased sales during
the year amounting to Rs 1884
lakhs compared to Rs 1130
lakhs in the previous year.
Exports during the year totalled
Rs 149 lakhs and will be
improved further during the
current  year, This  was
disclosed by the chairman
Mr S. Narayanaswamy while
addressing the annual general
meeting of the company.

Referring to exports the
chairman said that the speedy
and substantial changes that
occur in international markets
owing to currency fluctuations
and erosion of our own compe-
titive capacity as happened last
year, through the sharp increase
in domestic aluminium metal
prices, that neutralised the
price differential advantage we
had in earlier years—are factors
that-a 10 per cent cash assis-
tance cannot hope to compen-
sate. While the government
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can do nothing about external
monetary factors, it can at
least exempt raw material and
other inputs from sales-taxes
and intermediate excises in so
far as they relate to export
goods and this should improve
the Indian exporter’s bargain-
ing power abroad to some
extent.

All the divisions of the com-
pany have fared extremely well
during the year under review.
There was a substantial impro-
vement in the output and sale
of bare conductors during the
year which improved to 8620
MT from 5760 MT in the
previous year., The conductor
division contributed massively
to the year’s profitability.

The steel products division
has started manufacturing
special steel wire products such
as armour wire, spring steel
wire and umbrella rib wire,
over and above its own captive
requirements of ACSR core
wire and the already established
lines of production such as PC
wire and earth wire.

Diversification

Since the close of the year,
ALIND has received the go-
vernment’s approval for diver-
sification of the production of
the machinery division, which
enables it to go into manufac-
ture of coal handling and bene-
ficiation equipment and specia-
lised types of wire working
machinery.

There was a substantial
increase in the turnover of the
switchgear division to Rs 226
lakhs from Rs 84 lakhs in the
previous year. ALIND has
reached an agreement with its
collaborators Messrs Delle-
Alsthom of France for manu-
facture of static relays. The
government has approved the
agreement with Delle in res-
pect of higher ranges of switch-
gears namely 132kV and 220
kV. This includes a licence
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for the manufacture of sulphur
hexafluoride switchgear in the
aforesaid range.

During the year ALIND re-
ceived the award for being the
largest exporter of electrical
conductors from the Cable and
Conductor Manufacturer’s
Association. The company
has also received a merit certi-
ficate from the Engineering
Export Promotion Council.

The company has concluded
an agreement with a Delhi firm
for setting up a steel wire
plant in Punjab and the project
is in the process of being
implemented.

Herdillia Chemicals

Herdillia Chemicals Ltd has
reported  considerable im-
provements in its working
results during the first half of
the current year (January-Juune).
Sales during the first half of
1976 amounted to Rs9.31
crores as compared to Rs7.51
crores in the same period of
1975 and Rs 14.79 crores for
the whole of 1975. The profit
before investment allowance
and taxation for the six-month
period was higher at Rs 1.52
crores as against Rs 0.96 crore
for the similar period of last
year. The gross profit for
1975 was of the order of
Rs 1.68 crores.

Sales volume increased by
approximately 25 per cent
during the first half of the
current year indicating improve-
ment in demand and run-
down of inventories compared
to the corresponding period
in 1975. Performance would
have been somewhat better but
for severe power restrictions and
raw material shortages. The
power supply situation is stiil
not satisfactory even after
commissioning of its own 730
KVA generator and the raw
material supply position, which
was critical in July 1976, is
expected to improve in the

748

months to come. The phthalic
anhydride market has become
particularly competitive with
the commissioning this year
of two new plants with an

aggregate capacity of 1000
tonnes per- month. Subject
to any unforeseen circum-

stances, the directors are hope-
ful that profitability in the
second half of the year will be
comparable with that in the
first half of the current year.

India Steamship

While addressing the annual
general meeting of India Steam-
ship Co Ltd, the chairman,
Mr K. K. Birla has referred to
several aspects of the policy
governing the growth of the
shipping industry in the coun-
try. The shipping industry,
the chairman said, has wel-
comed the scheme of the
investment allowance which
has been introduced in the Jast
Finance Act in respect of
certain priority industries inclu-
ding shipping, replacing the
existing scheme of initial depre-
ciation.

The scheme of initial depre-
ciation, which was introduced
in lieu cf development rebate,
conferred only the benefit of
deferred taxation to the ship-
owners and was in no way a
substitute for development
rebate. Hence the new con-
cession which is on similar
lines with development rebate
will go a longway in miti-
gating the shipowners’ pro-
blems of finding out resources
for acquisition of ships. How-
ever, it must be stressed that
shipping had always received
a preferential treatment in the
matter of development rebates
(40 per cent as against 25 per
centto other industries), and
hence Mr Birla said that the
shipping industry has a strong
case for enjoying the investment
allowance at 40 per cent of
the cost of the ships on the

analogy of the earlier develop-
ment rebate grant. It would
also greatly assist the com-
panies if they are allowed to
write back the investment allow-
anceto general reserves after
the expiry of 10 years. Mr
Birla has further emphasis
that newer and smaller shippiog™
companies and even some of
the larger ones with heavy re-
payment liabilities might find it
almost impossible to comply
with the qualifying conditions
that the reserves must be utili-
sed within 10 years for the
purchase of additional tonnage.
The carry-forward period of
eight years, the chairman
stressed should commence from
the year in which the benefit
is availed of. It would other-
wise, be difficult for some of
the companies to avail of the
benefit because of the present
depressed conditions of the
freight markst and the heavy
backlog of unabsorbed deve-
lopment rebate on past acqui-
sitions. Such a rearrangement
in the scheme of investment
allowance, the chairman ,f,?%
would greatly assist the gro.
of the shipping companies
since they are otherwise likely
to lose the benefits on account
of their inadequate current
earnings.

Inadequate Finances

The other problems haunting
the shipping industry at the
moment, are in respect of se-
curing adequate funds for
financing their expansion pro-
gramme and the securities t0
be provided on such finance.
Indian Shipyards do not extend
deferred credits, but SDFC
loans on more or less liberal
terms are available for ships
to be built in the count
However, the difficulties \}
providing security for obtain-
ing such loans, remain to b¢
resolved. Besides, SDFC does
not provide loans in foreign
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exchange for new building
from abroad or for purchasing
second-hand tonnage, which is
going relatively cheaper at the
moment. The shipping com-
panies are therefore required
to make these arrangements on
their own, at not too liberal

_terms and conditions, and it is

in this context Mr Birla has
urged for a fresh look into the
existing arrangements.

The condition of providing
adequate security fer obtaining
SDFC/Foreign Exchange Loan
had rendered the expansion of
tonnage difficult in the past. In
this context, the chairman has
welcomed the relaxation of the
security requirements for SDFC
loans from 103} per cent to
120 per cent. Although the
government had also agreed, in
principle, to the acceptance of
75 per cent of the value of the
work-in-progress as security
for the loans in respect of ships
under construction in India, it
had not been implemented so
far.

is provision according
t0 ‘the chairman, should be
given immediate effect as
otherwise replacement and ex-
pansion of shipping tonnage,
which is highly capital intensive,
weuld become more and more
difficult even for the bigger
companies. It is also strongly
felt that the ship itself should
normally be considered as
adequate security without re-
‘quiring any additional assets
to be offered by the loances
for the purpose.

Bengal Chemical

Bengal Chemical and Phar-
maceutical Works Ltd is pass-
ing through a crucial transitory
period for its recovery
from a downward trend up to
1971-72. The IRCI steppedin to
reconstruct this organisathn
The company made substantial
progressin sales turnover from
Rs 2.77 crores in 1971-72 to
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Rs 5.75 crores in  1975-76.
During the year 1974-75, the
company could break-even
after years of losses, but there-
after, there has been a severe
set-back during 1975-76. The
company had to encounter
problems arising out of reces-
sion in the market, consumers’
resistance and certain other
related factors, during the
financial year.

Sustained Growth

In spite of the odds faced by
the company, the pharmaceuti-
cals division has registered a
sustained growth during the
year 1975-76. This growthcould
have been much higher if there
was no serious set-back for
about six months due to the
agitation by a section of its
medical service representatives.
The recent emphasis on scien-
tific promotion of selected
drugs to medical profession
has started yielding results at
long last. The outlook of the
future is encouraging because
of the planned change of pro-
duct-mix which is vital for the
future of the company. Bengal
Chemical, which is pioneer
for manufacturing basic drugs
has made a bold attempt to
increase the production of
these items manifold.

The progressof the installa-
tion of the third battery of 30
TPD alum plant at Panihati is
broadly on schedule and pro-
duction is expected from early
1977. The company has since
undertaken the project for
manufacture of basic chrome-
salt (6 TPD) at Panihati which
will be ultimately an integral
part of our sodium dichro-
mate project. The Dbasic
chrome salt has ready mark?t
in leather  industries 1n
eastern zone and hence the
company has given due prio;ity
to this programme. Production
is expected in early 1977.

Agreement  With WBIDC
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has since been  entered
into for the preparation
of feasibility study and
project report on synthetic
detergents by M/s Chemicals
& Metallurgical Design Co Pvt
Ltd, New Delhi. The company
has received a letter of intent
for the manufacture of sali-

cylic acid. The project report
in respect of this product has
been prepared. Production of
oleum (20 per cent) has been
started and that of oleum (60
pef cent) will be undertaken
to meet the increased demand
in eastern India.

The company has taken up
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a number of expansion, diver-
sification and rationalisation
programmes. Unless massive
dosc of financial assistance is
available from the government
and financial institutions, it
will not be possible for the
company to take up renova-
tion/replacement and moderni-
sation of some of the existing
units.

News and Notes
Hindustan Lever Limited
has been adjudged the “Top
Exporter” of the year for its
excellent export performance
by the Basic Chemicals, Phar-
maceuticals and Cosmetics
Export Promotion Council—
CHEMEXCIL.

The “Top Export’ Award is
the highest recognition given
to a company for its export
performance by the  export
promotion council, CHEMEX-
CIL, which looks after Indian
exports of basic chemicals,
pharmaceuticals and cosmetics
including detergents and allied
products.

Hindustan Lever is among the
leading recognised export hous-
es of the country who have
contributed sigunificantly to the
country’s foreign exchange
earnings. During the last five
years, Hindustan Lever's ex-
ports have covered 55 countries
and earnings have increased
from Rs 2 crores in 1969 to
Rs 15 crores in 1975.

For the last two years, it had
been winning the First Award
in its own panel in the CHE-
MEXCIL. And this year, the
company has won the ‘Top
Exporter’ Award in the entire
range of CHEMEXCIL com-
panies. )

In its concentrated efforts to
expand exports of jeep type
utility vehicles, Mahindra and
Mahindra (M&M) has recently
added more countries to its list
of “firsts” with shipments to
Mauritius, Debai and Afghanis-
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tan, The significance of the
orders is underlined by the
international competition in
these countries. Another new
export horizon has openedup
for M & M, in Africa, with its
successful participation in the
recent Saba Saba International
Trade Fair at Dar-Es-Salaam
in Tanzania which has resulted
in orders being received from
that  country. Meanwhile,
established clients have placed
repeat orders and vehicles will
be despatched shortly to
Zambia, Sri Lanka, Nepal and
New Zealand.

" New Issues

Mafatlal Industries Ltd is
offering 47,706 equity shares of
Rs 125 each for cash at a pre-
mium of Rs 125 per share to
the public for subscription.
The subscription list will open
on October 11 and will close on
October 15 or earlier at the
discretion of the board of
directors but not before
October 13, 1976. Application
for shares must be for one or
more equity shares and the full
amount at the rate of Rs 250
including the premium of
Rs 125, per share shall be
payable on application. Besides
37,730 equity shares of Rs 125
each for cash at a premium of
Rs 125 per share are being
issued to the existing share-
holders (other than Mafatlal
group) as rights shares.

The company was incorpora-
ted in 1913 in the name of
“New Shorrock Spg & Mfg
Co Ltd” and it was changed
to Mafatlal Industries ILtd
with effect from January 24,
1974. The company has textile
division with mills at Ahmeda-
bad and Nadiad and chemicals
division with a factory at
Poona.

The company is implement-
ing the programmes for the
production of dyes for acrylic
fibres and intermediates at

Poona and at Dewas in the
backward area in the state of
Madhya Pradesh. The total
cost of these programmes is
estimated at Rs 5.75 crores
which will be partly met by the
present issue and partly from
the internal generation of funds
and deferred payment facilities.

By the issue of 85,436 equity
shares (37,730 equity shares
by way of issue of right shares
to the shareholders of the
company, other than Mafatlal
Group, and by the present
public issue of 47,706 equity
shares), the holding of the
Mafatlal Group in the company
would stand reduced to 47 per
cent of the increased capital
of Rs 6.75 crores.

Based upon the past perfor-
mance of the company and in
view of the future programmes,
the directors expect that,
barring  unforeseen circum-
stances, the net profits to be
earned by the company would
be sufficient to enable payment
of a reasonable dividend on the
increased equity capital.

Capital and Bonus
Issues

Following four companies
have been given permission to
raise capital. The details are
given below.

Bajaj Auto Limited, Poona,
has been accorded consent vabid
for six months, to capitalfse
Rs 23,504,500 out of its general
reserve and issue fully paid
equity shares of Rs 100 each as
bonus shares in the ratio of one
bonus share for each equity
share held.

Gujarat Iron and Steel Co
Limited, Shahdara, Delhi, has
been refused conset for issue of
bonus shares worth Rs 499,600
only.

Kothari (Madras) Limited,
Madras, has been accorded
consent, valid for six months,
to issue 800,000 equity shares
of Rs 10 each privately for
cush at par.

Sunita Conductors Private
Limited, Bombay, has been
refused permission for issue
of bonus shares of Rs 500,000.

Dividend 4
{(Per cent)
Name of the Year ended Equity dividend
company declared for
Current Previous
year year

Higher Dividend
Carona Sahu April 30,1976 10.0 6.0
Coffee Lands June 30,1976 200 12.0
Khatau Makanji Spg.
& Wvg. June 30,1976 120 100
Modern Home March 31,1976 10.0 6.0
Teekoy Rubbers March 31,1976 120 10.0
Same Dividend
Modi Spg. & Wvg. Mills April 30,1976 18.0 18.0
Reduced Dividend
Parkside (Neilgherry a3y
Hills) Estates June 30,1976 250 26:0
Mettur Beardsell March 31,1976 20.0 25.0
Coorg Tea March 31,1976 10.0 20.0
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Revised fifth five-year plan

X
THE NartionaL Development
Council which concluded its
two-day session in New Delhi
on September 25, 1976, unani-
mously adopted the following
two resolutions :

Resolution on Fifth Plan :
Fully considering the draft
of the fifth five-year Plan
as finalised; re-affirming the
objectives of self-reliance and
removal of poverty; noting
the effective steps taken toO
curb the inflationary ten-
dencies; endorsing the emn-
phasis on agriculture, irriga-
tion, energy and related core
sectors; and appreciating the
strength and purposiveness of
the nation in its desire to
implement the new economic
programme; realising the con-
tinged need for maximising
re%%‘m on the massive inve.st-
ments made and the imperative
necessity for mobilising re-
sources ; the National Develc?p-
ment Council at its meeting

in September 1976 hereby
adopts the fifth five-year Plan;
and appeals to all sections of
the people to cooperate in the
national effort to fulfil the
targets set out in the Plan.
Resolution on Power and
Irrigation Systems : Heavy
investments have been .m.ade
by the country in irriga-
tion and power systems and
it is certain that these sectors
will. in the foreseeble future,
con;inue to absorb a large
share of Plan resources. It
is, therefore, a matter of prime
importance that these sectors
should no longer be a burden

onthe states’ finance !?ut
should contribute something
to them.

In the case of power systems,
while there is scope to raise
tariffs, the improvement in
financial results should come
largely from a high(;r.level of
atilisation of the existing capa-
city, particularly thermal

RECORDS

AND

STATISTICS

power plants, reduction
in overheads and operational
expenses, reduction in trans-
mission and distribution losses,
better collection of dues, pre-
vention of theft and time
completion of projects. In
addition, full advantage should
be taken of the opportunities
for the exchange of surplus
power between states and
regions and for integrated ope-
ration of hydel and thermal
plants so that capacities are
optimally utilised.

The major opportunity for
covering expenses and increas-
ing revenues in irrigation pro-
jects lies in raising water rates
wherever they are far below
the cost. There is also consi-
derable scope for improved
management of the irrigation
systems and for ensuring that
projects ate implemented on
schedule.

Taking notes of the above:

The National Development

Fifth Five-Year Plan : 1974-79

Council hereby resolves that
irrigation systems should cover
‘working gxpenses and yield,
if possible, something more and
that power systems should
cover working expenses and
yield reasonable returns on
investment by taking steps
expeditiously to:

(i) make maximum use of
the capacity already crea-
ted in the power and
irrigation systems,

(i) reduce costs by cuttfng
overheads and operating
expenses, minimising losses
and thefts and improving
collection of dues,

(iii)) complete projects on
schedule through eflicient
project management,

(iv) raise rates where reces-
sary.

Plan Outlay
The draft fifth five year Plan
envisaged an outlay of
Rs 37,463 crores in the public

(Rs crores)

e e e Draft Revised fifth Plan
fifth -~
Plan 1974-77 1977-79 1974-79
~ s 4944.08 2130.19 2513.40 4643.59
i e & Allied Programmes 5
L. Ag.l'lcu'ltllr d Flood Control 2804.86 1651.50 1788.68 3440.18
2. Irrigation an 6076.65 3513.05 3780.85 7293.90
3. Power 4 Mining 901131 A1 5205.35 4995.25 10200.60
1
4. Industry an 1 Commusication 771 3862 3552.67 3328.76 6881.43
5. Transportan . 1708.85 587.77 696.52 1284.29
6. EdUCaﬁon . . di onomic
. :+v Services (including ec
7' Social and Con:/?:;l;:l;yut excluding Education) 5288'(8)0 2315.42 2444.35 4159.77
8 ;Il-In"lll gezgﬁ’;‘lr?g:ll Areas and NEC Schemes 3_'__ 0 21;/;’452 2762.50 45).00
o S;ctso:al distribution not yet reported ———— ' 62 S
37462.97 19400.89 19886.60* 39287.49*

*Does not include an amoun
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t of Rs 16 crores for which sectoral break-up is not worked out.
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The revised Plan out-
lay is now estimated at
Rs 39,303 crores, excluding
provision for inventories.

Not only has the total plan
outlay been increased from
Rs 37,463 crores to Rs 39,303
crores but the outlay for
the next two years has been
reckoned at Rs 19,902 crores as
against the estimate for the
first three years of the Plan
which aggregate to Rs 19,401
crores.

The break-down of the
revised outlay under major
heads of development is as
given in table on page 751.

sector.

Broad Considerations

The outlays for the remain-
ing years of the Plan are based
on the following broad consi-
derations :

(i) The Plan priorities of the
draft fifth Plan have been
kept unchanged;

(ii) the outlays for on-going
projects/schemes have
been determined on the
basis of present -and
future demand, past per-
formance, current com-
pletion schedules and
escalation in costs;

(iii) provisions have been
made for new starts,
including those which

have long gestation pe-
riods, keeping in view
the demand pattern for
1981-82 and in some
cases 1983-84; and

(iv) an atempt has been made
to see that the invest-
ments are not only fruit-
ful but that they also
ensure adequate return.
In agricultural produc-

tion, power, irrigation
and education sectors
targets were suggested

keepingin view the na-
tional targets, states’
patural resources and

EASTERN ECONOMIST

their present state of
preparedness.

There is substantial step-up
in the outlay on irrigation
and flood contro!, power and
industry and minerals. 1In
agriculture, education and
social services sectors though

the revised outlays for the fifth
Planas a whole are smaller,
the outlays for the last two
years of the Plan are higher
than the outlays for the first
three years.

Briefly, the revised plan
outlays are as follows:

(Rs. crores)

1. Central Sector  19,954.10
2. States 18,265.08
3. Union Territories 634.06
4. Hill and Tribal
Areas 450.00
Total 39,303 é‘

The Chemical and
Pharmaceutical
Industries provide
sinews to the growth
of the economy,

DENA BANK

lends finance for
their progress,

Through a wide network of
branches in India and
Correspondents throughout the
world, DENA BANK serves
Industry, commerce ang trade.

DENA BANK. ..

(A Government of India Underteking)
Head Office: Horniman Circle, Bombay 400023

" Katon BaurafOBIEIBI
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Projections of Physical Qutput Levels in 1978-79 for Selected Items

Item Unit 1973-74 1978-79 Item Unit 1973-74 1978-79
Foodgrains m.t. 104.7 125 Basic Metals
Sugarcane m.t. 140.8 165.0  Pig iron for sale m.t. 1.59 2.5
Cotton Lakh bales 63.1 80.0  Mild steel ' . 4.89 8.8
b (each of 170 kgs) Tool, alloy & special steel th.t. 339 570
Jute & Mesta Lakh bales 76.8 770  Aluminium th.t. 147.9 310.0
(each of 180 kgs) Copper ,, 12.7 37.0
Oilseeds Lakh tonnes 939 120 Zing ” 20.8 80.0
Coal m.t. 79.0 1240  Metal Products
Tron ore m.t. 35.7 56.0  Steel castings th.t. 67 100
Crude petroleum m.t. 7.2 14,18 Steel forgings . 97.3 130
Food Products Non-electrical Engineering Products
Sugar m.t. 3.95 . 54 Ball & roller bearings m. nos. 244 34,0
Vanaspati th.t. 449 610 Dumpers & scrapers nos. 215 450
Textiles CRrav:;ler ;Iractors nos, 278 450
oad rollers ' 1566 1200
gg::g: Zl"‘orgl nrxnkkgg } 1000 1150 Agricultural tractors th. nos. 24.2 55.0
Mill sector mamts. 4083 4800 Machine tools@* Rsm. 673 1300
) 4700 Cotton textile machinery* - 458 1300
Decentralised sector m.mts. 3863 Coal & other mini hinery*
Jute manufactures thit. 1074 1280 oal & other .mmmg machinery* ,, 62.3 200
nufacture Cement machinery* » 81 150
Paper & Paper Products Sugar machinery* " 223 400
Paper & paper board th.t. 776 1050 Printing machinery* . 23 60
Newsprint . th.t. 48.7 80.0  Rubber machinery* . 14.5 100
Leather & Rubber Products Paper & pulp machinery* » 51.7 280.0
Leather footwear m. pairs ‘14.6 18.0 Typ?writers th. nos. 337 60
Automobile tyres m. n0s 4.66 8.0 Sewmg machir.les@. ” 257 415
Bigycle tyres m. nos 24.03 300 Electrical Engineering Products
ibber Tootwear m. pairs 38.8 50.0 Hydro turbmc?s m.kw. 0.7 1.4
Petroleum Products Thermal turbines ) 1.4 2.5
b Electrfc transformers m.Kva. 12.42 20.0
.etro]e.um proc.iucts (9.7 270  Electric motors m.H.P. 3.24 4.5
(including lubricants) m.t : ) A.CS.R. & A.A. conductors th.t. 46.4 90.
Chemical Products Dry batteries m. nos. 654 800
Nitrogenous fertilisers (N) th.t. 2058 2500 Storage batteries@) th. nos. 1293 1500
Phosphatic fertilisers (P;0s)  th.t. 319 770 Electric bulbs m. nos. 120.6 180
Sulphuric acid th.t. 1343 2700 Flourescent tubes m. nos. 12.7 20
Caustic soda th.t. 419 610 Transport Equipment
Soda ash th.t. 480 710 Passenger cars th. nos. 442 32
Methanol » 23 50 Commercial vehicles ’ 429 60
Synthetic rubber v 23.3 40 Motor cycles, scooters &
DDT . 39 44 mopeds » 150.7 320
B.HC. ., 21 28 Diesel locomotives nos. 145 160
Rayon filament s 37 40 Electric locomotives ” 50 70
Rayon staple fibre » 62 100 Railway coaches » 1308 1200
Rayon tyjre cord ” 16.9 20 Railway wagons th. nos. 12.2 15
Nylon filament and staple " 11.3 17 Bicycles(@) » 2575 3000
Polyester filament and staple 15.1 24.0 Electricity
Acrylic fibre . — 6 Electricity generation GWH 72 116-117
DM.T, ”» 4.2 240 Originating traffic in railways m. tonnes  — 260
Nylon tyre cord ” 22 60 N
Non-metallic Mineral Products (@Organised sector only.
Cement m.t. 14.67 20.8 *A.ctual production in 1973-74 is at current prices and the
Refractories th.t. 710 1020 projects of output are at 1974-75 prices.
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Estimates of Financial Resources for the Fifth Plan—Centre

(Rs crore)

Estimates of Financial Resources for the Fifth Plan—States

(Rs crores)

First Next  Revised
3 Years 2 Years Fifth
( Plan

1974-77  1977-79 1974-79

First Next  Revised
3yeers 2years  Fifth
Plan

1974-77  1977-79 1974-79l

I. Domestic budgetary resources. 9144 10254 19398

1. Balance from current revenues ’
at 1973-74 rates of taxation 1776 297 2073

2. Gross surplus of public enter-

Separate estimates of resources for the centre and states
the fifth Plan.

EASTERN ECONOMIST 754

I. Balance from current reve-
nues at 1973-74 rates of _
taxation 1604 1323 2927

2. Gross surplus of public euter-
prises at 1974-75 fares and

prises at 1973-74 tariffs, —167 536 —703
Fares and f{reights. 791 761 155 —_— _— —
A. Railways. —1005  —813 1818  A. State electricity boards —--48 420 —468
B. Road transport corporations —134 —114 248
B. Posts and telegraphs. 181 199 380 C. Others +15 — +13
C. Others, 1615 1375 2990 3. Market borrowings of state
. govts. publicente. prises and
3. Market bOTrOWlngS (ﬂet). 1799 1947 3746 local bOdies. 1231 902 2133
4. Small savings, 233 310 543 4. small savings 859 620 1479
5. State provident funds. 601 568 1169 o Stateprovident funds. M9 369 88
6. Term loans of financial insti-
6. Miscellaneous capital receipts tutions (net). : 340 288 628
(net). 559 1669 2222 —_ —_—
7. Additional resource mobili- A. From LIC. 353 298 651
sation. 3385 4108 7493 B. FromRBL +42 45 87
(Net of States share) —— —— —— C FromREC. 191 142 ;?3
D. Less: repayments to financial L’
A. [974-75 measures 2601 2182 4783 institutions. —246 197 —443
B. 1975-76 measures. 507 594 1101 !- Miscellaneous capital receipts.  —1115  —551 —1666
' 8.. Share in addl. resource mobi-
C. 1976-77 measures. 277 552 829 lisation by centre. 346 556 902
D. 1977-79 measures, —_— 780 780 - - T
8 B . . lisati A. 1974-75 measures 143 120 263
. tc‘:n;‘row‘mgs against utilisation 600 600 B. 1975-76 measures 171 238 409
of foreign exchange reserve —— C. 1976-77 measures 32 78 110
11. External assistance (net), D. 1977-78 measures —— 120 120
9. Addl. resources mobilisation
A. Other then oil and special by states 2517 3682 6199
credits. 2526 17314
B. Oil and special credits. 908 2400 5834  A. 1974-75 measures 1732 1633 3365
) ) B. 1975-76 measures 545 756 1301
HI. Deficit financing. 754 600 1354 . 1976-77 measures 240 502 832
1V. Aggregate resources 13332 13254 26586 D- 1977-79 measures —— 701" 701
Total resources 6064 6643 12717
V. Assistance for state plans. —3131 2869 —60p0 1N. QSSiStance for the state plans 3131 2869 6000
11. Aggregate resources for the . ~
Plan. 10201 10385 20586 -
VI. Total resources for the Plan 8 Plan. 9195 9522 18717

were not worked out at the time of the formulation of
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Reduce cost and increase sales
Blend Cottonwith

GRASIM

GRASIM
for cool,

comfortable textiles

& v

Staple Fibre

Cottons become more saleable when prices are made
more reasonable. Mixing costs dip down when you
blend cotton with GRASIM Staple Fibre

the fibre with characteristics nearest to natural cotton.
GRASIM-Cotton blended fibre offers these additional
advantages to the Indian Textile Industry:

e constant supply in required denier and staple length
e steady price ® small inventory e better spinnability —
higher production per spindle e higher profits

GRASIM Staple Fibre can be supplied
regularly at a steady price in the
desired deniers and staple lengths.

It enables you to maintain lower
inventories and to achieve all-round
reduction in costs,

For FREE technical information
and advice to Mills onGRASIM-
Cotton blending processes, contact

GRASM

THE GWALIOR RAYON
SILK MFG. (WVG.) CO. LTD,
Staple Fibre Division
Birlagram, NAGDA (M.P.)

Sobhagya GR 76-4 A
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It it weren't for
man~-made dyes...

October 22, 1976 - S
Vol. 67 '
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...half the world would be black and white!

Natural dyes are fine for nature. But they Atul Products produce a wide range of Dyes
impose restrictions on man. Because dyes myst Which help C0|0U; everv!lf;(lngliromdfabrucs ofd

) e . cotton, jute, wool, art-silk, silk an man-made
have an inborn affinity for the material they fibre, to leather and paper
are used on. So, for a long time, man could

only borrow from nature without being free to
colour his world the way he wanted.

They also produce Dye Intermediates to help
make Dyes and Optical Whitening Agents
which make whites look whiter.

Then man began manufacturing synthetic dyes. whatever the mood you want to give your

Suddenly his world came a little more alive. products, Atul makes the Dyes to help you
A little more colourful. colour themn with,

ATUL—the giant chemical complex

THE ATUL PRODUCTS LTD, * -

P. 0. ATUL DIST; VALSAD. PIN: 396 020 (GUJARAT)
Tel: 61, 62, 63, 64; Gram: 'TULA’ Atul  Telex: 018-248.

Adroit-354

400,000 SCOOTERS A YEAR BY 1980/ ,:/w;
WOL;LD BE THE NATIONAL SCENE | THEN ¢
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Tsvetmetpromexport

3 Welcomes you to the First National Exhibition
of the USSR in India

Korba Aluminium Plant Built with v|O <‘Tsvetmetpromexport” Assistance

V/0 "Tsvetmetpromexport”

renders technical assistance in design, survey and construction work, supplies equip-
ment, carries out setting-up and commissioning of enterprises as well as technical

training of personnel at the enterprises both abroad and in the USSR in the following
branches of industry:

Non-ferrous metallurgy — building of mines, quarries, dressing factories, metallurgy
works (production of lead, copper, zinc, aluminium and other non-ferrous metals),

non-ferrous metal-working works (aluminium, lead, etc.), semi-conductive material works
(production of silicon, germanium, etc.).

Coal industry — building of quarries, coal mines, coal dressing factories.

Gas-refining industry — construction of trunk natural gas pipelines, gas transfer

stations, gas turbine plants, gas-gasoline processing units, trunk crude oil pipelines,
pumping stations, oil stores.

Our address : V/O «Tsyetmetpromexport’
18/1 Ovchinnikovskaja Emb., Moscow 113324, USSR
““Cables : Tsvetmetpromexport, Moscow  Telex : 158
or : Office of the Counsellor for Economic Affairs USSR Embassy
Nyaya Marg, Chanakyapuri, New Delhi. Tel. 77004

VISIT OUR EX.POSITION AT THE NATIONAL EXHIBITION OF THE USSR,
Exhibition Grounds, NEW DELHI (India) - NOVEMBER 14--DECEMBER 5, 1976
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India in 2001 AD

WHaAT WILL be the standard of living of the average Indian at the turn of the present
century? This is a fascinating question for an answer to which an analyst will have
to press into service all the available economic, technological and sociological know-
Jedge. A study of the future does border on astrology but at the same time it per-
mits a peep into the probable shape of things to come. The only limitation is that
“man not being a mere biocybernetic device” is bound to discover new sources of
supply of materials and also adopt different value systems with the result that he may
be able to explore unheard of paths to plenty and prosperity.

Be that as it may, the exercise to explore the future has its own utility as it indicates
the levels to which we can possibly raise the standard of living of the people with all
the known resources. The Fconomic Research Division of the Birla Institute of
Scientific Research deserves to be congratulated for a recent study entitled “India
2001”’ in which it has worked out a number of paths to progress, the most ambitious
one raising the per head Gross National Product (GNP) in 2000-2001 to US $ 4424
(at 1970-71 prices) as against $ 89 only in 1970-71.

Broadly, the study has set out six alternatives to growth. The first one assumes the
rate of growth of GNP to be extrapolated at 3.1 per cent through 2001. This is in-
deed the rate of progress which our economy has been able to record so far during the
planning period. The second projection assumes the rate of growth at five per cent—
the same as adopted by the Planning Commission till 1985. The third model stipula-
tes a rate of rise of 10 per cent in GNP from 1976 to 2001. The remaining three
assume the rate of annual growth of GNP at 10 per cent with the additional investment
of Rs 2000 crores, Rs 3000 crores and Rs 4,000 crores per annum, respectively.

The study has also made forecasts of population growth, the rise in the proportion
of the economically active population and urbanization rate. The total population
of the country is expected to rise to 864.30 million in 2001. This projection is in
keeping with the policy of the government of India which is to bring about a steady
decline in the rate of population growth in the remaining years of the current century.
Also the share of the economically active population is projected to increase from
53.17 per cent in 1971 to 71.42 per cent in 2001. The share of population in urbani-
sed areas is anticipated to rise from 19.9 per cent in 1971 to 42.16 per cent of total
population in 2001. The projections are central to this study in the sense that any
deviation in them is likely to have a serious impact on the final result, i.e. the per
capita GNP. '

The moral of the study is clear. At the rate of growth which we have witnessed in
this country since the first five-year Plan was drafted, the per head GNP in 2001 will
be a meagre US § 153 (at 1970-71) prices. The Planning Commission’s projections at
five per cent per annum will at best raise this figure to US $ 253 in 2001. However,
doubling this rate of growth will enable the country to take its per capita GNP to US
$ 1072 by 2001 which will be less than half of the current per capita GNP of west
European population. In other words, even this order of growth will tend to widen
the gap in the level of living of our country and the industrially advanced countries.
To accelerate the pace of ecotomic development further, the growth of the economy
at 10 per cent per annum is proposed to be supplemented with additional investment
of Rs 2000-4000 crores per annum, the best results being achieved with the higher
figure. Itis the confirmed belief of the authors of this exercise in futurology that the
“Indian economy can achieve a growth rate significantly higher than 10 per cent per
annum”. What is more, “with proper incentives, additional annual investments of
Rs. 2,000 crores or Rs 3,000 crores or even Rs 4,000 crores could be mobilised through
domestic and foreign sources,”

The study is an open challenge to the country to undertake bolder planning in the
next four five-year plans. It comes to the disconcerting conclusion that a mere extra-



polation of the past trends will result in

perpetuation of poverty and the “Indian
people will continue to remain entrenched

in poverty even after the year 2001”. On

the other hand, the country can break the

poverty barrier and attain the highest level
of living indicated in the study by raising
the GNP at an annual compound rate of
at least 13.8 per, cent, savings at 17.4 per
cent per annum and investment at 17.1 per
cent per annum. Implied in these para-
meters is a lower rate of rise in consump-
tion at 12.8 per cent per annum. All
these criteria flow from the assumption of
a ten per cent annual (compound) rate of
growth coupled with supplemental invest-
ment of Rs 4,000 crores a year.

The improvement in the standard of liv-
ing of our people by the year 2001 to the
level prevailing in west European countries
and Japan in 1971 will mean sharp increa-

ses in consumption of industrial goods,
energy and mass communication devices.
It will mean significant step-up in the
intake of daily calories, availability of
hospitals, physicians and nurses. An
explosion in higher education will be
unavoidable. The goals indicated in this
regard seem staggering especially when we
relate them to the current levels of attain-
ment. But in the coming years only an
economically strong India will be able to
face the unknown changes especially
because the rest of the world will not be
standing still during the remaining years
of the current century. Aswe march to
new peaks of prosperity, the tussle bet-
ween the rich and the poor countries has
every chance of being intensified. And
our country must be ready to face every
challenge and to capitalise every opportu-
nity that comes our way.

Monitoring the use of funds

THE RESERVE Bank has been pursuing a
policy in regard to the floatation of loans
and bonds for the central and state
governments and public bodies in the past
two weeks which is aimed mainly at maxi-
mising the mobilisation of resources for
the borrowers concerned without taking
into full consideration the impact of con-
centrated borrowing on the money market.
It is usually in July/October that an effort
is made to complete the borrowing pro-
gramme of the central and state govern-
ments even while allowing the financial
corporations and state electricity boards
to issue their bonds. In the current
financial year there is a paradox of an
unsatisied demand for funds from
borrowers in all sectors and unsatisfied
demand for gilt-edged securities due to a
surge in deposits of scheduled commercial
banks and increasing investible resources
of the Life Insurance  Corporation
and provident fund. The expansion of
procurement credit since the middle of
last year has very nearly absotbed the
additions to bank deposits in excess of the
growth of 1974-75 and it has been neces-
sary to borrow on a large scale from the
Reserve Bank against refinance facility of
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procurement credit in order to comply
with statutory obligations.

It was clear in June this year that the
outstanding amount of procurement credit
would not record any big decline on
account of unexpectedly rich harvests in
the kharif and rabi seasons in 1975-76 and
large stocks held by millers in different
states even after substantial procurement.
It is now anticipated that procurement
out of Kharif crop this season will have to
be again heavy in spite of a lowering of
target and freeing of restrictions on the

-movement of rice within enlarged zones,

The anxiety of the monetary authorities
hfls obviously been to immobilise imme-
diately the emerging excess liquidity of
the banking system in order to prevent
lendi'ng insti}utions from relaxing their
restrictions on borrowers. There was no
worry about the borrowing programmes
being successful as statutory obligations
have to be met and even minimum invest-
ment.s by the institutions concerned would
provide more than the required amounts
because of larger investible resources.

This is the background against which
the monetary authorities decided early in
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September to raise the cash reserve ratit
applicable to the scheduled commercisl
banks to five per cent from four per cent?
It was also announced after a meeting of!
the Reserve Bank Governor with chief’
executives of major banks that refinance!
against procurement credit would be pro{
vided on a less liberal basis from Novembg'!
1, 1976. The increase in the cash reserve
ratio has already resulted in the immobili-
sation of deposits of Rs 160 crores. The
state governments have completed their
borrowing programmes in two stages
resulting in the netting in of Rs 176 crores
after repaying maturing loans of Rs 103.52
crores. The Industrial Development Baok,

Industrial Credit and Investment Corpora-

tion, Industrial Finance Corporation
and other public bodies have also raised
over Rs 100 crores with all the borﬂ""".ars
exercising their rights to accept subscrp”
tions up to 10 per cent in excess of the
notified amounts. There has thus beed
diversion of funds of over Rs 270 ¢ror®
since August 24, 1976 for being inv°5te.d v
loans and bonds. The only unexp!alncd;
feature is the limiting of the borrowing .0 1
the state governments while the financta
corporations have been issuing bonds for
amounts considerably in excess of 1975
levels. i

Reserve Bank's strategy

The central government is apparently
keen on utilising to the maximum extent
possible the investible resources of the
institutious as otherwise the states woul
have been allowed to borrow on a largef
scale especially as they have a shortfall 11
respect of Plan resources. The strategy’

pursued by the Reserve Bank for issuing -
central loans is not however, well-concelve™

as the target for net borrowing for 197671
can be easily exceeded by staggering bor

rowing suitably or effecting tap sales 01"/

particular loans. It has, however, beed,
decided to complete the borrowing Pro”.
gramme for the current financial year eve% .
in second stage regardless of the squeesé-
effect it will have on the moncy market %
the prevailing peculiar circumstance
There is scarcity of lendable funds to.-.,‘i
borrowers even amongst plenty for A&,
reasons stated above and the inter-b® i
call rate has been quoting at the peak lt’:V:
of 124 per cent in all centres for some tume:.
past. Even so the centre could make By
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success of its loans because of the compul-
sion to invest a specific proportion of
fresh deposits in new loans and bonds and
the larger additions to the resources of the
Life Insurance Corporation and provident
fund.

The response to the new central loans

as thus been encouraging in spite of strin-
gent money conditions and the exchequer
has succeeded in raising Rs 551 crores
against the target of Rs 535.06 crores. In
the second phase three loans were offered
for public subscription having a notified
amount of Rs 275 crores. The maturity
dates for different loans were fixed only
with regard to the lean years in which
there were no large maturing loans. While
it cannot be said that there has been a
deliberate attempt to borrow on a cheaper
basis in second tranche, the net effect has
been to cheapen the terms of loans.

issue price raised

In the second tranche only two loans were
issued against three in the first tranche.
The six per cent 1993 loanis a reissue of
the loan offered in July last year. The
issue price however has been raised to
Rs 99.25 from Rs 98.50. Similarly, the
63 per cent 2002 loan has been offered at
BRr while a similar interest bearing loan

“@d a maturity date in 2000 in the first

stage of borrowing. As compared to last
year however the long-dated loan is more
attractive because it has a duration of only
26 years against 28 years on the last
occasion. The issue price was unchanged
at par in both cases. What has happened
is the reversal of the trend in July this
year, though in that month 5% per cent
1984 loan had an issue price of Rs 99.50
against 54 per cent 1982 loan which was
available at Rs 99.40 and issued in July
last year. It can only be said that the
Reserve Bank has no intention of making
any major changes in borrowing techniques
and is keen at the moment only on raising
the maximum resources.

The stringency in the money market is
unlikely to be relieved until July next year
as it is quite on the cards that procurement

‘%Mill be heavy and nou-food credit also

may increase sizably, in the next busy
Season. As there will be concurrently
investment in government securities and
bonds against fresh additions to deposits
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and resources of Life Insurance Corpora-
tion and provident fund, liberal lending
by Reserve Bank to needy member banks
can be the only source of liberalisation.
The cash reserve ratio, if need be, can be
lowered in December or January in the
light of conditions in money market. The
central government can nevertheless hope
to raise an extra Rs 200 crores before
March next year. The statutory liquidity
ratio of many banks is barely above the
minimum and with new deposits likely to
be of the order of Rs 1200 crores in five
months ending March 1977, there will have
to be fresh investments of about Rs 400
crores. Even allowing for the fact that
there might have been anticipatory invest-
ment in some cases of Rs 100 crores, the
centre can borrow additionally Rs 200
crores even after permitting state electricity
boards and financial corporations to secure
for themselves Rs 100 crores through bond
issues.

The question now is whether the Reserve
Bank will effect the reissues of earlier loans
in December next. In the same month
last year a medium-long dated loan, 6%
per cent 1996 was offered at par and the
amount raised was Rs 220.47 crores. If

this procedure is adopted again, aggregate
borrowing will be as high as Rs 750 crores
even without taking into account possible
oversubscriptions. The centra] and state
governments have certainly need for addi-
tional funds and full advantage canbe
taken of the enlarged capacity of the gilt-
edged market. But there is no reason why
artificial tightness should be created in the
money market with a hike in the cash
reserve ratio and a change in the method
of refinance and procurement credits which
will result in the immobilisation of funds
of over Rs 360 crores. Complete adjust-
ments in respect of this amount can take
place only over a period and no useful pur-
pose will be served by increasing the cost
of borrowings for banks through these tech-
niques and preventing a possible reduction
in lending rates to borrowers by banks when
it is abundantly clear that high interest
rates have inflated costs. The discipline
in respect of borrowing is being achieved
by quarterly budgeting and careful moni-
toring of use of funds by borrowers. There
is no need therefore for maintaining
interest rates at high level when they have
had a soaking effect even on reasonable
profitability of working.

The power ordinance

CoMING IN the wake of the concerted
efforts made in the last two years at pre-
ventive maintenance of power generating
units in the country, which have resulted
in a significant improvement in the utili-
sation of the installed capacities, the Elec-
tricity (Supply) Amendment Ordinance,
promulgated by the President last week,
with a view to amending some sections of
the Electricity Supply Act of 1948, indeed,
is a step in the right direction. The ordi-
nance considerably enlarges the role of
the Central Electricity Authority (CEA)
in the matters relating to the formulation
of national power plans, techno-economic
appraisal of power projects, menitoring
of these projects, provision of technical
assistance to state electricity boards, etc.
No power project costing more than one
crore of rupees can now be completed
without the approval of the CEA.

The other important amendment made
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in the 1948 Act is that it will now be pos-
sible to establish companies solely for the
generation of electricity. These companies
can be set up by state governmentssingly
or jointly as well as by the central govern-
ment. In fact, the central government has
already established two generation COrpo-
rations, namely the National Thermal
Power Generation Corporation and the
National Hydro-Electric Power Genera-
tion Corporation. These companies will
not be concerned with the transmission
and distribution of electricity which will
be handled separately by other organisa-
tions.

The ordinance has not come a day too
late for the need for imparting greater
role to the CEA in the drawing up and
execution of power development plans as
well as the necessity for according a high
priority to power generation than to the
transmission and distribution tasks have
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been felt for a considerable time. Apart
from the financial stringency from which
the state electricity boards have been
suffering for several years now, one of the
major drawbacks in our power manage-~
went was that the less onerous and the
mre prestigeous distribution task invari-
ablv was luring most power engineers.
This had led to the neglect of the power
gener. tion function of state electricity
boards to no small extent. Over the years
the dim=nsions of the work handled by
state electricity boards too had increased
immensely, as they were not only required
to look after generation of electricity but
also execution of power projects and
establishment of transmission and distri-
bution networks, apart from actually
handling the distribution work. None of
the above tasks, therefore, could be tack-
led by the state electricity boards very
efficiently and effectively.

coordinated development

Thus, whereas the separation of electri-
city generation from transmission and
distribution will help in lightening the
burden on the two types of companies —
the former being handled by the genera-
tion companies to be set up and the
latter by the state electricity boards — the
enlargement of the functions of the CEA
under the ordinance, should enable it to
plan for power development in a more
concerted and coordinated manner so that
the most efficient use of the available
resources can be made. The specialisation
resulting in the various spheres of power
programmes should as well help in
bringing down production and distribu-
tion costs. It would also be easier now
to specifically fix the responsibility for
failures on the concerned personnel.

The need for enlarging the role of the
CEA both in power planning as well as in
the execution of projects through central
corporations was imperative in view of the
fact that not only hydro-electric projects
have mostly to be built with cooperation
amongst various states but also the coun-
try has to go in for much larger thermal
power stations than has been the case
hitherto. No individual state electricity
board could be expected to take up these
tasks because they lack both financial
and expert manpower resources. Inciden-
tally, the creation of the National Hydro-
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Electric Generation Corporation should
help in obviating, at least to some extent,
the inter state wrangles on the construc-
tion of multipurpose hydel projects and
thus lead to expediting the harnessing of
water resources in the country for both
irrigation and power generation.

The magnitude of the task ahead in the
field of power development too warranted
injection of specialisation in the spheres
of generation, transmission and distribu-
tion. This should be evident from the
fact that notwithstanding the somewhat
heightened tempo of development in the
recent years, the needs of the economy
are growing at a much faster rate as a
sequel to which the tempo of development
has to be raised further considerably.
During the whole of the fourth Plan
period, we could add only 4,280 MW of
electricity generation capacity, taking the
installed capacity in 1973-74 t> 18,456
MW. The additi~n t» capacity during the
first two years of the current Plan period
— 1974-75 and 1975-76 — has been of the
order of 3,524 MW. During the current
financial year, the addition is expected to
be around 2,387 MW. In the terminal
two years of the Plan, no less than 6,589
MW capacity is envisaged to be added —
678 MW more than in the first three
years. Apart from this, the fifth Plan
document reveals, generation capacity to
the extent of about 6,000 MW would be
under construction at the end of 1978-79.
The developmental programmes on the
power front obviously will have to be much
larger in the sixth and the subsequent

Plans.  Simultaneously the task of streng- |
thening and enlarging the transmission
and distribution network wiil grow at
much faster rate than has been the case
hitherto. Only specialisation in the diffe-
rent fields can help in tackling these
growing tasks, if the sad experience of the
past has to be obviated. J

The CEA will do well in planning now
for marginal surpluses of power in the
various regions of the country rather than
planning for marginal shortages, notwith-
standing the fact that the establishment
of the all-India power grid is being accor-
ded high priority. This is warranted to
bring down transmission losses which
continue to be high, although they have
been brought down significantly in the
last one year. Power undoubtedly belongs
to the infrastructure field and there can
be no denying the fact that shortages of
power have hampered the growth of the
economy in no small measure in the last
few years.

The opportunity provided by the sepa-
ration of the generation function from
the transmission and distribution func-
tions, it is hoped, will be availed of for
mitigating the grievance of the technical
personnel about their promotion to tl}f
top levels. The generation companics,iaﬁ"
least should, in future, be headed by’
technical people instead of by generalists
and politicians. With a view to attracting
talent to the generation companies, the -
emoluments of their technical staff t00
need to be looked into afresh.

Buoyancy in

tax revenue |

THE RECENT trends in the tax revenues of
the government of India have been
encouraging. In the first four months of
the current financial year, the central
government’s revenue collections are offi-
cially estimated to have increased by 16.2
per cent as compared to the similar period
of t}-xe previous year. Th> total revenues
realised from customs, excise, direct
taxes a}\d opium amounte! to Rs 2236.90
crores in April to July 1976 as against
Rs 1924.79 crores in the same months of
1975 recording an increase of Rs 312.11
crores. The revenues from income tax,
corporation tax, interest tax, wealth tax,
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expenditure tax, gift tax and estate
duty were Rs 381.29 crores agaiost
Rs 264.20 crores, an increase of 44.6 pef .-
cent. The collection of excise duties, excli” :
ding the cess on certain items, amountéd.
to Rs 1361.70 crores against Rs 1201.83°
crores, a rise of Rs 159.87 crores. TH¢
revenue from customs accounted fOF
Re 481.57 crores, representing an incre®
of Rs 28.35 crores over the previous Ye"}r:?ﬂ
figure of Rs 453.22 crores.
These trends indicate buoyancy in the
country’s economic growth as wel 88
improvement in the machinery for A
collection and for preventing tax eVas‘Oﬂ;ir
i
ocToBeR 22, 19

They also confirm the view that reductio.n
in the rates of taxation has helped in
increasing the revenue.

It will be recalled that the rates
of income tax on personal incomes
were lowered in 1974 on the basis of
the report of the Direct Taxes Enquiry
Committee. Mr Y.B. Chavan, the ll.len
Finance minister, had expressed the view
while presenting the budget for 1974-75
that the reduction in rates would result
in larger revenues.

Mr C. Subramaniam said in his
budget speech on March 15 this year
that his predecessor’s  expectations
had been fulfilled and that this was
reflected “in the striking increase in
income-tax collections during the last two
years”. He added that while such factors
as the intensive drive against tax evaders
and other economic offenders had helped
to improve collections, the reduction i.n
tax rates “has played a major role in
promoting far better tax compliance”.

Mr C. Subramaniam reduced the rates
of taxes on personal incomes and
wealth but, in doing so, he clarified
that he did not anticipate “any
loss of revenue on this account as
tj}ﬂ,; whole logic of the present exerci§e
% rationalisation of tax rates is
that it will evoke better compliance on
the part of the assessees’”. In many deve-
loped and developing countries, a cut in
the rates of taxation has been accompa-
nied by larger collections of revenue and
higher rates of economic growth and simi-
lar results are now seen in India as well.

greater stimulus

But the government of India should
adopt further measures to impart greater
stimulus to economic growth so that pro-
duction will increase at a faster rate and
the revenues will also increase. Indus-
trial production in 1976-77 is expected to
achieve a growth rate of around 14 to 15
per cent. In the past, revenue from excise
duties increased fast even when industrial

%ducﬁon had been stagnating or ris.ing
oderately. Thus, industrial production
(with 1968=161.1 as base) rose only by 23
per cent in 1974 to 202 but the revenue
from excise duties increased by 300 per
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cent from Rs 1029 crores in 1968-69 to
Rs 3184 crores in 1974-75.

With the improved prospects of
industrial  production, the  exche-
quer can look forward to bigger
buoyancy in revenues. But though the
overall rate of growth in production
has been impressive, many industries
continue to face severe difficulties arising
from lack of demand and other causes.
Mr Subramaniam admitted in his last
budget speech that some industries were
faced with inadequate demand and that
«a number of industries producing con-
sumer durables are experiencing consider-
able difficulties”. He expressed the hope
that the proposed increase in Plan outlay
for 1976-77 would provide *a major sti-
mulus” to the better utilisation of existing
industrial capacities.

sick industries

But the impact of the larger Plan
outlay is yet to be felt in many
industries. A - large number of indus-
trial units continue to remain sick and
the government and the financial institu-
tions have been considering what strategy
is to be adopted to make them viable and
to prevent industrial sickness in future.
Meanwhile, the government should place
more orders on industries, offer them fair
prices and, what is equally important,
should make the payments with minimum
delay.

The government should also examine the
feasibility of reducing the tax burden on
the corporate sector in view of the encou-
raging trends in tax collections and the
imperative need to achieve a higher rate
of growth of industrial production. The
corporate tax in India is about 67 per
cent as compared to 45 per cent in Malay-
sia, 25 per cent to 30 per cent in Taiwan,
15 per cent in Hong Kong and 25 per cent
to 40 per cent in South Korea. The rate
is lower even in developed countries,
ranging from 22 per cent to 48 per cent in
the USA, 52 per cent in the UK, 50 per
cent in France, 44 per cent to 51 per cent
in West Germany and 42 per cent to 50
per cent in Japan. The government should
realise that the high level of corporate
taxation not only affects efficiency and
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pushes up costs and prices but also makes
it difficult for our exporters to compete
effectively in foreign markets.

The government of India has recently
liberalised the import of various kinds of
machinery and spare parts with a view to
enabling industries to make better use of
their capacity and to expand production
and exports. Mr M.V. Arunachalam,
president of the Federation of Indian
Chambers of Commerce and Industry, has
welcomed these measures and has suggest-
ed that the government might think of
rationalising customs duties and capital
equipment ‘“‘with a view to ensuring that
there is no avoidable hike in the capital
and running costs of industries”. The
government should favourably consider
this suggestion.

The budget for 1976-77 reduced the
duty on machinery and equipment
imported for setting up fertiliser plants
and newsprint plants from 40 per
cent to 30 per cent ad valorem and alse
withdrew the customs duty on imported
rock phosphate used for fertilisers. These
measures were estimated to result in a
loss of Rs 13.15 crores. But, as mentioned
earlier, the total revenue from customs in
the current fiscal year had been at a much
higher level than in the past year.

selective reduction

The Jha Committee on Indirect Taxation
is examining the various aspects relating
to customs duties also. Meanwhile, the
government may consider a reduction in
the duties on a selective basis so as to
give a fillip to industrial production and
expansion. New Delhi has been releasing
from time to time the details of tax re-
ceipts.

It will be useful if the government
also keeps the public informed about the
trends in expenditure. Mrs Indira Gandhi,
the prime minister, told the National
Development Council last month that
since some inflationary potential still per-
sisted in the economy, it was essential to
enforce strict economy in expenditure. It
will be instructive to know to what extent
and in which directions the government
has been able to effect economies in" ex-
penditure.

“~
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I0L Gases Division-your partners in industrial development.

RST=501
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Our

ulti-dimensional
ervices for

total customer

satisfaction.

Our involvement with our customers
does not end with the sale of our gases.
In fact, that is the beginning of a
professional partnership for industrial _
progress. Total customer satisfaction is
a result of the total service we offer. We
have an unmatched distribution network
that makes use of the most appropriate
distribution equipment and methods to
Suit your requirements. Starting from
cylinders to liquid tankers to pipelines
and gas-handling systems, our service
covers all needs. In addition, we offer
technological assistance in gases
applications and provide a dependable
source of supply for the benefit of the
customer.

No wonder our list of customers
keeps growing. Our aim has always
been to provide our customers total
satisfaction. But we operate under
certain constraints. Hopefully, this
situation will change some day. We '
will then be able to meet the needs of
our customers to the fulil. o

' OL" Total service for
dudll total satisfaction

g

Indian Oxygen Limited
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R. C. Ummat

Steel output trends - Mineral policy - Ban on
new capacities

THE PRODUCTION of steel at the six integra-
ted steelworks, both in terms of ingots
and saleable steel, during the current
financial year continues to beencouraging.
The data available for the period April to
September suggest that whereas the out-
put of ingot steel in these six months
amounted to 3.975 mullion tonnes, that of
saleable steel aggregated to 3.311 million
tonnes. The two figures werehigher by
21.8 per centand 25.4 per cent compared
to the output of ingot and saleable steel
during the corresponding period last year.

Even in terms of the targets set for the
current year, the increase in production
during the six months has been quite
promising. Whereas the production of
ingot steel was envisaged to be raised

iz Aring these months to 3.875 million
‘tonnes, the actual production amounted to
3.975 million tonnes—an increase of 2.6
per cent. The output of saleable steel ex-
ceeded the target for the period (3.037
million tonnes) by as much as nine per
cent,

overall utilisation

Excluding Bokaro, where some units of
the first stage of 1.7 million tonnes have
yet to be commissioned, the overall capa-
city utilisation in terms of saleable steel
during the six months to September works
out to 88.2 per cent. The target set for
the whole of the current financial year is
an overall capacity utilisation of 85.4 per
cent,

All the steelworks, except the two at
Durgapur and Jamshedpur, yielded pro-
duction of ingots during the six months at
rates higher than the targets set for them,
Their outputs were of the following order
(the targets for the six months are given
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in brackets): Bhilai 1.094 million tonnes
(1.055 million tonnes); Rourkela 717,000
tonnes (651,000 tonnes); Bokaro 401,000
tonnes (343,000 tonnes); Burnpur 323,000
tonnes (307,000 tonnes). The production
at Dorgapur amounted to 516,000 tonnes,
as against the target of 551,000 tonnes
and that at Jamshedpur 924,000 tonnes,
as against the target of 938,000 tonnes.

targets exceeded

As regards sa'eable steel, all the steel
plants, except the one at Jamshedpur, ex-
ceeded their production targets. Bhilai
produced 982,000 tonnes (883,000 tonnes),
Durgapur 443,000 tonnes (409,000 tonnes),
Rourkela 558,000 tonnes (493,000 tonnes),
Bokaro 343,000 tonnes (231,000 tonnes)
and Burnpur 255,000 tonnes (240,000 ton-
nes). The output of Jamshedpur at 730,00
tonnes was just a shade lower than the
target of 731,000 tonnes,

The output of ingot steel at the six steel
plants during April-September, 1975 was
as follows : Bhilai 1.013 million tonnes,
Durgapur 446,000 tonnes, Rourkela
558,000 tonnes, Bokaro 141,000 tonnes,
Jamshedpur 812,000 tonnes and Burnpur
293,000 tonnes. The production of sale-
able steel had been of the following order:
Bhilai 867,000 tonnes, Durgapur 325,000
tonnes, Rourkela 442,000 tonnes, Bokaro
67,000 tonnes, Jamshedpur 697,000 tonnes
and Burapur 242,000 tonnes.

It may be recalled that the output of
steel at the six plants in terms of ingots is
targeted to beraised during the current
financial year to 8.205 million tonnes
from 7.251 million tonnes last year and
that of saleable steel to 6.465 million ton-
nes from 5.778 million tonnes last year.
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The ministry of Steel is confident that
on the basis of production during the first
six months, the overall targets both of
ingots and saleable steel for the whole of
the current financial year will not only be
achieved but also might be slightly ex-
ceeded.

The production of alloy steel at Durga-
pur too registered satisfactory performance
during the six months to September. It
exceeded the six monthly target by 13.3
per cent in so far as ingots were concerned
and by 20.7 per cent as regards saleable
steel.

stimulating demand

Vigorous efforts are being made to sti-
mulate internal demand as well as for
stepping up exports ‘in line with the in-
creasing trend in production. Three more
stockyards and 20 consignment agencies
are programmed to be opened shortly,
in addition to the 43 stockyards and 78
consignment agencies working in the
country at present. Customer contact
officers have been appointed throughout
the country to collect on a regular basis
the data regarding the requirements of
customers and for assessing and tapping
the fresh demands coming up as a result
of new projects, expansion programmes,
etc. They attend to minor complaints of
customers directly and help the customers
in getting production people from plants
to look into their major complaints.
Frequent contacts are being maintained
by the senior officers of the sales organisa-
tion with customers’ association. Close
liaison is being maintained with the Cen-
tral Water and Power Commission and the
ministries of Heavy Industry and Petro-
leum to ensure that there is a proper
servicing of electricity boards, power pro-
jects, transmission equipment mdnufac-
turers, the units under the ministry of
Heavy Industry and oil refineries,.

End-use restrictions were removed last
year to facilitate easy marketability of
iron and steel and scrap. The plates and
forging quality steels were taken out of the
purview of the steel priority committee
and put under the joint plant committee
in December last. Supplies from plants
are made to customers where an order is
for a rakcload of one section to one
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destination from one plant. In other
cases, the consumers have to lift their
materials from the stockyards. In order to
help small-scale manufacturers, the small-
scale industries corporations have been
given facilities of taking materials in
wagon-loads directly from the plants in-
stead of in rakes. In the stockyards, a
wide range of products are kept to enable
consumers to buy their requirements as
and when they need. As aresult of the
increase in the outlay of the current year’s
Plan aswell as the enhanced outlays during
the next two years, it is expected that the
domestic demand would pick up steadily.
The encouraging trends in the export of
engineering products too, it is thought,
will help in the picking up of demand.

The exports of iron and steel as such
have also registered a substantial increase.
During the six months to September,
500,000 tonnes of pig iron and 750,000
tonnes of mild steel, valued at Rs 167
crores, had been shipped out. This was
nearly 64 per cent more than the total
exports of iron and steel during the last
year.

With a view to fostering further exports
of engineering products, the union govern-
ment is understood to be considering the
question of giving some freight subsidy
to exports ofselected products to the
United States, Canada and Latin America.
The items envisaged to be included in
the selected list are wire ropes, pipes,
tubes and castings. The average subsidy
is likely to be of the order of 7.5 per cent.

* *

The minister for Steeland Mines, Mr
Chandrajit Yadav, last week stressed that
we must derive the maximum benefit out
of our mineral wealth by its well planned
and scientific exploitations. Opportunistic
and profit-oriented mining or slaughter
mining, he indicated, would not be allo-
wed under any circumstances. To ensure
that, the central government envisaged to
exercise some control and monitoring over
exploration and exploitation of minerals.

The central government, Mr Yadav said,
had no irtention of undertaking mining
of all major ani minor minerals on its
own. There was abundant scope for state
governments and other agencies in mining,
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he added, but there had to be proper co-
ordination between the state and central
organisations and it had to be ensured
that there was no wastage of mineral
wealth of the nation.

Mr Yadav further pointed out that in-
discriminate exports of minerals would not
be allowed. Exports, he said, were neces-
sary but could be allowed only after meet-
ing the current and long-term require-
meats of the country.

In order to step up exploration and de-
velopment of minerals, Mr Yadav ob-
served that the Geological Survey of India
had been asked to complete systematic
mapping of the whole country in the next
ten years. Till now nearly 50 per centof
the area has been covered by systematic
mapping. The minister emphasised that
production and productivity in the mining
industry had to be greatly increased by
better planning and more efficient main-
tenance and utilisation of machinery and
equipment.

Referring to the need for long-term
planning, Mr Yadav said that we had to
plan our requirements of minerals and
metals not for 5 or 10 years but at least
for 25 to 50 years, especially in view of
the fact that our reserves of some critical
minerals were likely to the exhausted in
the next 15 years or so. Their exploita-
tion, therefore, had to be regulated.

* *

The  Development  Commissioner,
Small-scale Industries, has imposed a
total ban on the installation of new capa-
city, either through registration of new
units or through the expansion of the
existing ones, in various lines of manuy-
tacture. These include: (1) stainless steel
products: (a) domestic utensils, wiper
blades made of stainless steel strips,
(b) hospital equipment — wares and furni-
ture made of stainless steel and strips;
(2) steel re-rolling; (3) pesticides formu-
lations; (4) cork stoppers; (5) polyurethene
foam; (6) transformer oil; (7) baby food;
(8) malted milk food; (9) reed relays; and
(10) plastic products made from LD
and HD polythelene.

In another five lines of manufacture,
new entrants have been banned, but
expansion of existing units has been
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allowed. These include; (1) TV receiverty
(2) TV deflector components; (3) tape
recorders; (4) electronic desk calculators§
and (5) mini micro meters. ‘

ban on new capacity

capacities, except in the backward districi®
(concessional finance as well as capital |
subsidy districts). These items include:
(1) electrolytic capacitors; (2) mica capa-

citors: (3) aluminium wire and cables;

(4) plastic film capacitors; (5) tin contai-

ners and small products using tin sheets;

(6) ACSR & AC conductors (subject to

the capacity assessment of the unit): (7)

wire drawing of MS and stainless steel in

the category of thicker gauges below

18 s.w.g. (subject to capacity assessment

of the unit); (8) stainless steel Wa'{ch

straps; (9) bright bars (subject to caPa‘f‘ty

assessment of the unit); (10) washing

soap; (11) PVC footwear; and (12) zin¢

oxide.

The addition of capacity to manufac-
ture acrylic sheets has been banned
except in states where there is no unit at
present in this line.

In the case of export-oriented units,
there will not be any ban on the expap:
sion of the existing units, provided,%’
course, 100 per cent of the expandeé
production is exported. The qualiﬁed
ban on ceramics and glass industries has
been lifted. Previously new units could
be set up in these industries or the exis
ting units could be expanded on the con-
dition than the entrepreneur would
undertake to procure his own raw mate
rials. New units can now be set up i
glass and ceramics industries without any
pre-condition about raw materials.

Eastern Economist

ANNUAL SUBSCRIPTION
INLAND : Rs 100
FOREIGN : £ 15.00 or $ 30.00

Airmail & Advertisement Rates
on Enquiry:

REGISTERED OFFICE :
UCO Bank Building, P. Box 34

Parliament Street, New Delhi-1__

ocTosER 22, 1976

Working capital in public enterprises

S. P. Vijaya Saradhi* & K. Rajeshwar Rao**

The rapid growth of the public sector undertakings in our .country

has resulted in massive use of available funds for sustaining .
. the sector. Here the authors have analysed the role of working capital

in relation to the fixed asset investment in different categories of

enterprises and have pinpointed the different rates of growth

witnessed in them. Also, they have studied the part played by cash

liabilities and cash credits in different enterprise groups for

providing working capital.

THE WORKING capital of an enterprise is
said to be that portion of its total finan-
cial resources which is put to a variable
operative purpose. There are two concepts
of working capital in vogue, viz., ‘Gross’
and ‘Net’. ‘Gross Working Capital’
refers to the amount of funds invested in
current assets, while ‘Net Working Capi-
tal’ is taken to be the difference between
‘Current Assets and Current Liabilities’.
Both ‘Gross’ and ‘Net’ concepts are use-
ful to financial management, the former
from the angle of profitability’ and the
latter in the context of liquidity. No
quantitative norms capable of general or
specific application appear to have been

£gvglved in the corporate sector in’this

Suntry ‘in terms of which the gross
working capital proportion to fixed as.set
investment, the optimum gross working
capital as well as its optimum allocation
among its different compounents can be

*S.P. Vijaya Saradhi is Professor, of Commerce,
Post-Graduate Centre, Osmania University,
Warangel,

*¥K Rajeshwar Rao is Lecturer, Department of
Commerce, Post-Graduate Centre, Osmania
University, Warangal.

1 A firm’s profitability is dete_rmined in part by
the way its working capital is managed. The
chosen level of investment in the working qapltal
of an enterprise should ensure fuller utilisation of
jts productive capacity from the point of maxi-
misation of its profitability. ) ]

The volume of working capital gequxred_ is
determined by the level of production unlike
fixed capital which is determined by the scale of
production. ] )

The precise level of investment in working
capital is predicated upon management’s attitude
towards risk and factors that influence the level
of cash, inventories and receivables required to
support a given volume of output. '
-#/Some of the factors that cause inter-enterprise

ifferentials in working capital requirements are
nature and size of business, operational efficiency,
product marketability, desired p;oﬁt level, secu-
lar trends in capital-output ratios and cyclical
and seasonal factors. Therefore, the management
has to pay particular attention to the planning
and control of working capital.
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assessed in the case of industrial and com-
mercial enterprises.

An attempt has been made to examine
the size and the source-form of financing
(pattern of gross working capital invest-
ment—current asset investment) of public
enterprises during 1969-75 in an overall
manner and as among their different
‘Enterprise  Groups’. In the process,
answers to the following questions have
been sought :

(i) Is their a pattern that could be
identified as to the relationship between
working gross capital (current asset invest-
ment) and fixed asset investment ? And,

POINT
OF
VIEW

is such a pattern meaningful to the
different enterprise groups ?

(ii) Has there been a sizeable shift to-
wards a particular form of finance other
than equity ? Is it uniformly similar in all
the enterprise groups ?

The answers to both these questions
have policy implications as to norms of
current asset investment and forms of
financing.

The data for the study relate to the in-
dustrial and commercial undertakings of
the central government published inthe
‘Annual Reports on the Working of the
Industrial and Commercial Undertakings
of the Central Government’ by the Bureau
of Public Enterprises. Only ‘Running En-
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terprises’ are considered to the exclusion
of those ‘Under Construction’, ‘Insurance
Corporations’ and ‘Enterprises Under Sec.
25 of the Companies Act’. The period
covered for the overall study is 1969-75
while for the study of inter-enterprise
diversities, it is to be limited only to
1971-75 as the required data are not avail-
able for 1969 and 1970 according to the
enterprise group classification adopted
since 1971. Also, while figures from the
consolidated tables are made use of for the
overali study, figures aggregated by us
for each of the enterprise groups from
the respective constituents are made use
of for the inter-enterprise stuly in the
absence of enterprise-wise data in the
consolidated tables.

quantum of investment

The size of gross working capital is
studied in the context of the quantum of
current assetinvestment. Thisis with aview
to observing the commitment of current as-
set investment with reference to fixed asset
investment and drawing inferences about
it as a norm in thz context of profitability,
risk assumption and factors affecting the
size of current asset investment. For this
purpose the ratio of ‘Current Asset In-
vestment’ to ‘Fixed Asset Investment’ is
used. Also as a corollary, it is proposed
to observe the pattern of average amount
of gross working capital investment for an
average amount of fixed asset investment
over the period.

Next, in order to study the pattern
of financing gross working capital i.e.,
current asset investment, the forms of
financing have been identified. Compu-
tations have been made scrupulously for
cash credits, deferred credits etc from the
published data and the portion of current
asset investment that is financed by equity/
long-term loans is taken to be the balanc-
ing figure. Each form of finance is expres-
sed as proportion of the total current
asset investment in order to study the
pattern over the period.

The study is divided into three phases.
First, the overall positian is examined
without industry considerations. Second,
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diversities in the pattern are studied as
between ‘Enterprises Under Construction’
and ‘Running Enterprises’ and consider-
ing the latter, as between ‘thosz produc-

ing goods’ and ‘those rendering services’.
intra-enterprise group diversities

Third,
are brought to light.

The total number of enterprises of the
central government—other than depart-
mental projects—was 129 as on March
31, 1975 with a total investment in equity
and long-term loans of Rs 7621 crores
and a working capital of Rs 3207 crores
financed by cash credits and working
capital loans from central government.

TaBLE 1

Number, Total Investment and Working
Capital of Central Government
Enterprises, 196975

(Rs in crores)

dition was observed also with reference to
the average investments of these two cate-
gories. Third, if we consider 1972-73 and
1973-74 in juxtaposition, we find that
whereas in the former year the average
current asset investment showed an insig-
nificant increase as compared to its pre-
ceding year 1971-72 for a correspondingly
larger increase in the fixed asset invest-
ment, it was the other way round in
1973-74, marked with a 20 per cent in~
crease in the average current asset invest-
ment fora decline of two per cent in the
average fixed asset investment. Fourth, as
compared to 1969-70, whereas the average
fixed asset investment increased by about
20 per cent by 1974-75, the corresponding
average current asset investment increased
- by nearly 98 per cent.

These tendencies make two broad infe-
rences possible even if we make allowance

Year Number Total Working

invest- capital

ment
As at 31-3-1970 91 4301 1208
As at 31-3-1971 97 4682 1512
As at 31-3-1972 101 5052 1816
As at 31-3-1973 113 5571 1941
As at 31-3-1974 122 6237 2273
As at 31-3-1975 129 7261 3207

As may be observed from Table I, while
there was 42 per cent increase in the num-
ber of enterprises between 1969-70 and
1974-75, there was 69 per cent increase
in total investment but a phenomenal 166
per cent increase in working capital,

A study of Table II reveals that over
the period 1969-75, aggregate investment
in fixed and current assets recorded a sig-
nificant increase in consonance with the
increase in the number of enterprises.
The position was similar in the case of
net working capital. But the rate of in-
crease was not uniform as among these
categories. The rate of annual increase in
the current assel investment was signifi-
cantly higher than that of fixed asset in-
vestment. Second, a decline in the annual
rate of increase in the fixed asset invest-
ment was coupled with either an almost
steady or strikingly high rate of increase
in the current asset investment. The years
1971-72, 1973-74 and 1974-75 pointed to
this condition. A more or less similar con-
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for industry differences and differing fixed
asset investments over the period. First,
from the angle of efficient allocation of
Tesources, profitability and risk assump-
tion, no set pattern as to the ratio bet-
ween the current asset—gross working
capital—and the fixed asset investments
appeared to emerge.

Second, even if a crude norm were as-
sumed to be in vogue in regard to the
proportion of current asset investment
to fixed asset investment, its balance must

have been upset by the relatively wideriii}
greater impact of the inflationary situatio
on the current asset investment during

inventories and receivables peculiar b
individual enterprises within an industf
and also to different industry groufi:
These inferences gain brighter focus if Wi
examine the ratios of current asset invest
ment and net working capital to fixeds
asset investment. The ratio of current asset
investment to fixed assetinvestment gra-;
dually increased from 74.7 in 1969-70 to*
1224 in 1974-75 but for the decline to
84.2 in 1972-73, Similarly, the ratio of net
working capital to fixed asset investment.
increased from 41.0 to 62.9 but for the
fall to 46.8 in 1972-73. Also the total
current asset investment peculiarly
exceeded the fixed asset investment 1f
1973-74 and 1974-75 unlike the earlier
years.

Table III shows that during 1969-75
‘current liabilities’ and  ‘equity/long-
term loans’ were the major forms of
financing current asset investment, ac- '
counting for 94 to 74 per cent of its total -
financing. Second, the share of cash cre
dits from banks increased gradually from
six per cent in 1969-70 to over 20 & ¢
cent by 1972-73 and 1974-75 but fi g
16 per cent in 1973.74. Third, deferred "
credits and working capital loans from th‘,&;

TabLr 1T

Fixed and Current Asset {nvestment and Working Capital of Public Euterprises

———————

1969-70 197071 197172 1972.73 197374 197475
™

——

Figures in brackets denote average amount of investment.
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(Rsin crores) ;

g

Number of eaterprises % 9% 100 mo 122 1%
— — ~—~“”/
Fixed asset investment 294791 329399 350730 414723 4422.57 509.86L
(328)  (343) (351 (@317 (363 (%)
Current asset investment 220334 265948 319501 3493.14 468173 624267
Worki _ (24-5) @17 @y (318 (384 @8 45
rking capital 1207.95 151178 1815.53 1940.53 2272.96 32072
(Net working capital) (34 (57 (182 (16 (86 @)
gurcrlent asset investment to - 1;” 7
xed asset j ° 1224
WOrkingetc:a.I:)‘i’f:Ir?:?i; gé) 47 807 911 . 842 1059 12
asset investment (°/0) 41.0 459 51.8 46.8 51.4 62-,

p—
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central government played a very minor
rolz as farms of financing.

It may also be observed that with the
increased uce of cash credits from banks
as a form of workingcapital finance, the
change in the share of current liabilities
remaining marginal, the use of ‘equity/
lang-term 1rans’ for financing current
asset investment declined from over 48
per cent in 1969-70 to over 28 per cent
in 1972-73. Second, its role declined in
1973-74 on account of a significant in-
crease in the share of current liabilities as
a form of financing, ‘Cash credits from
Banks' having registered a decline. The
increased use of current liabilities to

capital would assume greater relevance
only with reference to running enterprises.
The total number of running enterprises
was 121 accounting for over 99 per cent
of the total investment as well as net
working capital, while the number of
enterprises’ under construction was a
meagre eight in 1974-75. Running enter-
prises are classified into two broad groups.
viz., ‘Enterprises Producing Goods’ with
their nine sub-groups and <Enterprises
Rendering Services’ with their eight sub-
groups. The relevant financial data for

such group classifications are made avai-
lable for years 1971-72 to 1974-75. For the
purpose of our study, while we have re-
tained all the nine sub-groups for pro-
‘ducing enterprises, we have taken only
three important sub-groups viz., trading
and marketing, transportation services
and contracts and construction out of the
eight comprising ““Service Enterprises”’.
Table V shows that whereas the average
current asset investment increased by
about 25 per cent in producing and about
19 per cent in service - enterprises in

TasLe III
Forms of Financing Current Asset Investment in Public Enterprises

(Rs. in crores)

finance current asset investment in 1973-74
Comes into sharp focus if we observe that

the ratio of working capital to current —

asset investment declined from 55.6 per
cent in 1972-73 to 48.5 per cent in 1973-74.
Finally, it would appear that in 1974-75
cash credit asa form of working capital
finance seemed to have brought about a
decline again in the role of equity/long
term loans, with the share of current liabi-
lities having registered a fall as compared
to 1973-74.

declining share
<#fhus it can be said that the share of
11‘-luity/long-term loans’ as forms of
financing permanent working capital—net
working capital—began to decline with
the increased resort to cash credits from
banks, and to an extent the increased
role of current liabilities in 1973-74 and
1974-75. The significant decline in the
ratio of working capital to current assets
in 1973-74 as compared to 1971-72 and
1972-73 reflected the significant decline in
the share of long-term sources to finance
current asset investment, But the position
appeared to have been slightly rectified in

1974-75 with a decline in the use of .

current liabilities. Yet the position might
need further improvement in view of the
fact that the share of equity/long-term
loans, a long-term source registered a
further decline in that year.

In Table IV only running enterprises
-re considered leaving out ‘Enterprises
under Construction’ because running
enterprises formed a very large part of the
total number of enterprises in all the years
under reference and a study of working

EASTEKN ECONOQMIST

1969-70 1970-71 1971-72 1972-73 1973-74 1974-75
Current asset investment 2203.34 2659.48 3195.01 3493.14 4681.73 6242.75
(100)  (100) (100) (100)  (100) (100)
Forms of Financing :
Current Liabilities 995.39 1147.70 1379.48 1551.93 2408.34 3040.87
(452) (432) 432 (4449 (519 48.7)
Cast credits 132.29 ° 31595 604.10 712,11 75346 1244.29
(6.0) 11.8) (18.9) (204) (16.1) (19.9)
Deferred credits N.A. NA. 15638 170.13  174.44 158.08
4.9 4.9 3.7 3.0)
Working capital loans from N.A. N.A. 45.35 74.5 79.88 174.95
central government : 14 @n qn (28)
Equity/Long term loans 1075.75 1198.83 1009.60 984.92' 1265.61 1597.63
(48.8)  (451) (31.6) (28.2) (27.0) (25.6)
Working capital to current
Assets (%) 54.8 56.8 56.8 55.6 48.5 513

Figures in brackets denote the nercentage shares of the different forms of finsncing,

NA-—Not Available.

. TABLE IV
Fixed and Current Asset Investment and Working Capital of ‘Running

Enterprises’ and ‘Enterprises under Construction’

(Rs. in crores)

Running enterprises

Enterprises under coi)struc,tijon

1971-72  1972-73 1973-74 1974-75 1971-72 1972-73 1973-74 1974-75

Number of

enterprises 93 103 115 121 7 7 7 6
Fixed asset

investment 3474.91 4069.60 4402.34 5049.94 32.29 77.63 20.23 48.66
Current asset

investment 3175.0°  3453.73 4661.40 6190.31 20.01 39.41 20.33 52.44
Working '

capital (net) 1798.84 1907.61 2255.68 3156.87 16.69 32.92 17.28 50.38
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Therubali.
Thewind of change
that's blowing here

is touching the lives of many

at home and abroad

Ten years ago, Therubali was just a sleepy
village in Orissa. But when IMFA emerged with
its pioneering project, the transformation

was dramatic.

A giant industrial complex today, IMFA has been,
for the local Adivasi generation, more than

a source of employment : a better quality of life,
through improved housing, medical and

welfare amenities.

And more. IMFA has brought
forth significant achievement for
the country ; through a major
breakthrough in production
technology of Ferro Silicon, so
vital to add tensile strength to
steel and special steels.

IMFA is also the first to produce
Silicon Metal that has
sophisticated uses in aluminium
castings, for electronic equipment
as well as for domestic appliances.
The result is considerable foreign
exchange saving through import
substitution. And the crowning
event in our success story is that
today we are the largest exporter
of Ferro Silicon to the industrially
developed countries of the world.

We are indeed omnipresent,
at home and abroad, with our
products and technology,
heralding progress in keeping
with national aspiration.

Proving our mettlein our own field.

INDIAN METALS & FERRO ALLOYS LTD-
BHUBANESWAR 751 010

Ferro Silicon for export
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1973-74 as compared to 1972-73, the ave-
rage fixed asset investment declined by
about 12 per cent in the producing category
while it increased by nearly 30 per cent in
the case of service category. This ten-
dency accounted for a significant increase
in the proportion of current asset invest-

, }ment to fixed asset investment in the case

of producing enterprises and a significant
decline in the proportion in the case of
service category in 1973-74. The ratio of
current asset investment to fixed asset in-
vestment brings to bear clearly this parti-
cular position.

higher increase

In 1974-75, the average fixed and
the current asset investments increased
and the increase was relatively more
striking in the producing category than
in the service category. Second, in both
these categories, there was a more than
proportionate increase in the average
fixed asset investment as compared to
current asset investment with the result
the ratio of current asset investment
to fixed asset investment declined
perceptibly in both the categories.
Yet it is interesting to note that in the
service category, current asset investment
formed as high as 198 per cent of fixed

‘f«?}sset investment. Third, the ratio of
‘‘current asset investment to fixed asset ig-

Vestment when observed for the two enter-
Drise categories over the period revealed
strikingly high proportions of current
asset investment to fixed asset investment

the case of service enterprises as com-
Pared to producing enterprises. The pro-
portion of current asset investment to
fixed asset investment in the case of ser-
Vice enterprises formed between six and
three times the proportion for producing
enterprises.

The conclusions which emerge from the
above analysis are : Whereas in the case
Pf producing enterprises the current asset
Investment formed a fraction of the fixed
asset  jnvestment, it exceeded the
fixed asset investment a few times in the
case of service enterprises. Also, whereas
the average fixed asset investment in ser-

““#ice enterprises formed about one-third

of that of producing enterprises, the
average current asset investment more
than equalled that of producing enter-
Prises. While the generalisation that ser-
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vice enterprises require a smaller fixed
asset investment and d larger current asset
investment than producing enterprises
can be accepted, the strikingly higher pro-
portions and average amounts of current
asset investments in the case of service en-
terprises cast doubts on their justification
on merits of profitability. Second, the in-

crease in the proportions of current asset
investment to fixed asset investment in the
case of producing enterprises by 1973-74
leads one to suspect inefficiencies setting
into the working capital management of
producing enterprises. But the significant
decline in the proportions in 1974-75
might suggest managerial efforts to correct

TABLE V
Average Fixed and Current Asset Investment and Working Capital of ‘Enterprises
Producing Goods’ and Enterprises Rendering Services’

(Rs in crores)

Enterprises producing goods

Enterprises rendering services*

1971-72 1972-73 1973-74

1974-75 1971-72 1972-73 1973-74 1974-75

Number of

enterprises 58 65 76

77 35 38 39 44

Fixed asset
investment
Current asset
Investment
Working
capital (net)

32.8 54.0 48.7

31.6  38.9

16.0 i5.6 17.5

71.9 11.8 14.6 18.1 24.1

53.1 39.1 36.8  43.8 41.7

24.6 24.8 23.5 23.8 28.9

Current assets
investment to

fixed asset
investment (%) 59.0

58.5 . 79.9

68.2 332.0 251.1 242.4 198.3

*Include all the eight sub-groups therein.
TABLE VI
Forms of Financing Current Asset Investment in ‘Enterprises Producing Goods’ and
‘Enterprises Rendering Services’

(per cent to total in each group)

P

Enterprises producing/goods

Enterprises rendering/services

—

1971-  1972- 1973- 1974- 1971- 1972~ 1973~ 1974-
72 73 74 75 72 73 74 75
Current liabilities  48.5 507 550 537 366 361 457 397
Cash credits 15.7 16.6 13.5 152 233 264 207 296
Deferred credits 6.0 59 4.2 2.7 35 3.5 3.1 35
Working ¢apital loans
from central govern-
ment. 24 3.6 2.7 42 0.2 —_ — 0.2
Equity/long-term
loans 274 232 246 242 364 340 305 270
1000 1000 100.0 1000 1000 100.0 1000 100.0
Working capital to .
Currentassets ;) 515 493 450 463 634 639 543 603
813
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over-investment in current assets which is
implied more significantly in the case of
service enterprises where the ratio of
currrent asset investment to fixed asset
investment showed a perceptible decline
over the period.

In the case of producing enterprises,
there was about 25 per cent increase in
the average amount of current asset
investment for a 10 per cent decline in the
average amount of fixed asset investment
in 1973-74 as compared to 1972-73. And as
compared to 1973-74 there was a 36 per
cent increase in current asset investment for
a 60 per cent increase in fixed asset invest-
ment. In the case of service enterprises,
there was a 20 per cent increase in current
asset investment for a 25 per cent increase
in fixed asset investment in 1973-74 as
compared to 1972-73 and in 1974-75, a
nine per cent increase in the former for a
33 per cent increase in the latter. Thus
we observe fluctuating proportionality

and direction as between the two types
of investments in both the enterprise
categories. This brings us to bighlight
the absolute need for devising working
capital norms in relation to fixed asset
investment and turnover for public enter-
prises also keeping in view the contempo-
rary working capital management in the
private corporate sector as well as the
needs of the public enterprise system.
This becomes more pertinent in the case
of producing enterprises where we ob-
serve that the ratio of current asset
investment to fixed asset investment fluc-
tuated with alternate highs and lows.

Table VI (p. 813) shows that both pro-
ducing and service enterprises resorted to
extensive use of current liabilities as a
major form of financing current assets year
after year. But as compared to service en-
terprises, producing enterprises had a grea-
ter resort to this type of financing. This
might appear logical in view of the rela-

TABLE VII

H

tively larger raw material and stores
needs of producing enterprises. Next, :
service enterprises as compared to pro- .
ducing enterprises made relatively larger
use of cash credits, equity and long-term
loans. In 1974-75, as compared to 1973-74,
the resort to cash credit was relatively .
larger in the case of service enterpfises,;,
than in the case of producing enterprises.
It is interesting to note that working capt-
tal loans from central government were
practically not made use of. Deferred cre-
dits played a very minor role as a form
of finance in the case of service enterpf®
ses, but in the case of producing enterpri-
ses, their role was not insignificant
though small.

Table VII presents the relevant datd
for the several- enterprise sub-groups ©
producing and services categories.

Here are our observations about the
producing category:

(1) The average amounts of current

Average Current Asset Investment and Working Capital of Different Enterprise Groups

(Rs in crores)

Current asset investment

Working capital (net)

i
PN

Percentage of current asset
investment to fixed asset

investment
1971- 1972 1973 1974  1971- 1972- 1973 1974- 1971 1972- 1973- 1974
13 4 75 72 73 %15 n B " B
Enterprises Producing Goods
A. Basic material:
1. Steel group 5047 1861 260.5 3037 3239 1155 1564 1173 428 43.5 574 420
2. Minerals and metals group 19.6 193 246 375 92 119 134 18.2 31.5 402 520 51.0.
3. Petroleum group 339 356 734 920 13.8 120 193 285 56.3 549 119.9 93.8
4, Chemicals and pharmaceuti-
cals group 173 161 190 268 80 93 90 132 363 274 299 270
B. Capital goods: :
1. Heavy engineering group . 48.5 60.3 699 110.5 222 222 30.1 50.1 131.26 1144 239.0 180.4
2. Medium and light engineer-
ing group 139 162 160 209 L0 1001 93 114 2144 2336 2412 1804
3. Transport equipment group 29.7 40.6 46.4 43.8 11.0 15.2 17.3 18.4 137.0 157.0 173.5 145-‘7
C. Consumer goods: 3.1 3.1 33 4.7 25 20 21 2.3 62.6 789 82.5 72.0
D. Agro-based goods: 39 45 4.1 6.3 2.2 2.5 2.2 2.3 2511 268.1 3374 355.6
Enterprises Rendering Services
1. Trading and marketing L
services group 93.8 668 875 789 60.1 628 446 463 12193 9233 1036.9 1042 .
2. Transportation services . 1
group 242 227 271 309 119 103 92 109 287 372 341 250
3, Contracts and Construction _ : ;
Services group 118 1Ll 137 188 07 08 18 32 5331 - 4514 4562 3385
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asset investment and working capital
were the highest in the steel group fol-
lowed by heavy engineering, petroleum
and transport equipment groups. In
1974-75 the average current asset invest-
ment for these groups ranged from
Rs 303.7 crores to Rs 48.8 crores while
working capital ranged from Rs 117.3

- )Ctores to Rs 18.4 crores.

(2) The ratio of current asset invest-
ment to fixed asset investment was the
highest in the agro-based goods group
followed by medium & light engineering,
heavy engineering and transport equip-
ment groups. In 1974-75 the ratio of
current asset investment to fixed asset
investment ranged from 355.6 to 145.7
per cent for these groups. .

(3) The average amounts of current
asset investment and working capital
were the lowest in consumer goods group
followed by agro-based goods, medium &
light engineering and chemicals & phar-
maceuticals groups. In 1974-75, the ave-
rage current asset investment for these
groups ranged from Rs 4.7 crores to
Rs 26.8 crores while the average working
capital ranged from Rs 2.3 crores to
Rs 13.2 crores.

lowest percentage

A

= (4) The ratio of current asset investment
to fixed asset investment was the lowest
inthe case of chemicals & pharmaceuti-
cals group followed by steel, minerals &
metals and consumer goods groups. In
1974-75, the ratio of current asset invest-
ment to fixed asset investment ranged from
27.0 to 72.0 per cent for these groups.

(5) The ratio of current asset invest-
ment to fixed asset investment showed an
increase by 1973-74 inall the industry
groups. The increase was strikingly high
in petroleum, heavy engineering, agro-
based goods and steel groups. Butin
197475, except for the agro-based group,
there was a perceptible decline in the
ratio in the case of petroleum, heavy
engineering, medium & light engineering,
transport equipment and consumer goods
groups.

.y Hereare the salient points about the

" Service category:
(1) Among the trading and marketing,
transportation services and contracts and
construction groups, the average amounts
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of current asset investment and working
capital were the highest in trading and
marketing group and the lowest in con-
tracts and construction group. In 1974-75,
the average current asset investment
ranged from Rs 78.9 crores to Rs 18.8
crores while the average working capital
from Rs 46.3 crores to Rs 3.2 crores.

(2) The ratio of current asset investment
to fixed asset investment was the highest in
trading and marketing group and the
lowest in transportation services group.
In 1974-75, the ratio of current asset
investment to fixed asset investment
ranged from 1042.5 per cent to 25.1 per
cent.

(3) The ratio of current asset invest-
ment to fixed asset investment showed a
significant increase by 1974-75 in trading
and marketing services group while there
was a highly perceptible declire in trans-
portation services and contracts and cons-
truction services groups.

Table VIII presents the data relating to
forms of financing. The following obser-
vations emerge:

(1) Current liabilities as a form of
financing current asset investment pre-
dominated in petroleum and transport
equipment groups followed by l}eavy
engineering and chemicals and pharma-
ceuticals group.  In 1974-75, its share
ranged from 69.0 to 50.9 per cent in
these groups.

(2) Cash credits were a highly signifi-

cant form of flnance in the case of trans-
port equipment and consumer goods
groups. During the period 1971-75 its
share ranged from 45 to 30 per cent. The
other significant users of this form of
financing were heavy engineering and
medium and light engineering groups.

(3) The largest user of deferred credits
and working capital loans from central
government was chemicals and pharma-
ceuticals group. Deferred credits varied
between 38 and 19 per cent while working
capital loans from the central government
between 40 and 23 per cent of the total
financing during the period.

(4) Equity/long-term loans as a form
of finance predominated in agro-based
goods and steel groups accounting for 50
to 58 per cent of the total finance during
1971-74 and 36 to 49 per cent in 1974-75.

(5) In  consumer, agro-based, and
minerals and metals groups, current
liabilities as a form of finance increased
their share significantly by 1974-75.
Equity/long-term loans showed declines in
almost all the groups, the only exception
being the petroleum group which increa-
sed the share of equity/long-term loans
from 13 per cent in 1973-74 to 24 per cent
in 1974-75.

(6) Deferred credits and cash credits
as forms of financing were absent virtually
in agro-based goods group, while the
former was significantly low in steel,
medium and light engineering, heavy
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ian industrialists and other businessmen
de?i]r‘gss of buying goods in the United States will
find a much more favourable market within the
next twelve months oreven po§slbly sgoner, in
opinion of private economists and many
g:]:'ernpment experlt)s. Although there is naturally
a disagreement concerning the eventuality from
so nebulous a position as just at present when
price peak is reached an interesting aspect is that
almost all economists believe that the downward
trend of prices will take place not later than the
next eighteen months and an overwhelming
majority look for 1t within nine months from
now. Some private economists even believe that
an early spring will bring a sharp break in all
prices. . .
One reason for the increasing belief that the
end of post-war boom may well be in sight is the

fact that all sectors of industry now report greater
buyer resilience than has been encountered at any
time since the end of the war. Despite large
unfilled backlog orders for durable goods which
statisticians report, there is increasing evidence
that this backlog was predicated on certain price
levels and that the majority of prices has now
passed the point where this backlog can be consi-
dered to be overwhelming in its impact on the
general United States economy. Another factor
tending to discourage optimistic estimates as to
how long the United States industry can be kept
busy filling domestic orders, was the recently
released report showing the accumulation of
savings. It now appears that the upper ten per
cent of the people in the United States hold the
vast bulk of all war savings, and this is not con-
ducive to a generally broad market.
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engineering, transport equipment, minerals
and merals, petroleum and consumer
goods groups, and the latter in the steel
group.

(7) Working capital loans from central
government were absent in the case of
steel, petroleum and agro-based goods
groups while they were insignificant in
minerals and metals, heavy engineering,
medium and light engineering and trans-
port equipment groups. In 1974-75 the con-
sumer goods group recorded a four times
fall in the use of working capital loans
from the central government over 1973-74
while significant increase was observed in
the case of heavy engineering and minerals
and metals (6.8 per cent).

For the service category, the following
points emerge :—

(1) Current liabilities formed between

94 and 81 per cent of the total financing
in the case of contracts and construction
services, equity/long-term loans playing a
very insignificant role.

(2) Cash credits and equity/long-term
loans put together accounted for more
than 60 per cent of the financing in the
case of trading and marketing in 1971-72
and 1972-73 but the share declined to a
little less than 50 per cent in 1973-74,
current liabilities gaining a significant
increase in its share. But in 1974-75
their share rose to 58 per cent matched by
a fall in current liabilities.

(3) Deferred credits were a significant
form of finance accounting for 27 per cent
in the case of transportation services in
1974-75, while current liabilities as a
major form of finance increased its share
from over S50 per cent in 1971-72 to over

TaBLE VIIT

166 per cent in 1973-74 and around 65 pef ,,

cent in 1974-75.

Here are the broad conclusions of this
analysis.

A. Current asset investment and working
capital:

1. (a) As compared to 1969-70 the
average amount of current asset invest-
ment—gross working capital——increasg,dn
by 98 per cent in 1974-75 as against 2 20~
per cent increase in the average fixed
asset investment.

(b) The average amount of current asset
investment as well as net working cap_it“‘1
was much higher in ‘service enterprises
group’ than in ‘producing enterprises
group’.

(c) Among producing enterprises, steel
group followed by heavy engineering
petroleum and transport equipment groups

Forms of Financing Current Asset Investment in Different Industry Groups

(Percent to total in each group)

e i et

Current Cash credits Workin ital Equity/long term
liabilities Deferred credits loans frcgn;ageln%ral loglllllsw ®
government
1971- 72~ 73 74 1971 T2 T 7 1971- 72 13- T4 1971 72 73 74 1971 72~ T3 T
72 73 74 75 72 13 T4 75 12 T3 74 75 72 73 74 75 9721 73 14 15
Enterprises Producing Goods - T
A. Basic Material .
1. Steel group 358 379 400416 63 7.1 64 91 04 03 02 01 — — — _ 575 547 53.5 49?
2. Minerals and R ) 5
Metals group 53.2 38.6 458 51.5 132124143127 69 53 34 24 03 25 4 34.8 26.
3. Petroleum group 59.3 26.0 73.8 69.0 9.0 6.8 I11.0 53 60 53 22 12 — _ 18 E;S %g‘; g}9 13.1 24.

4. Chemicals and

Pharmaceuticals
group 36.3 42.4 53.0 50.9 13.8 13.0 9.0 5.6 27.6 37.6 27.8 19.2 229 39.5 30.2 29.8 N.A. N.A. N.A. N.A.
B. Capital goods ) : : SR BT
1. Heavy engineer-
ing group 542 632 56.9 54.6 13.517.323.7245 51 49 3.1 24 — . 05 40 272 14.6 159 145
2. Medium and light ) ’ ) )
Engineering
group 21.2 38.2 41.5452 199231229229 — — 34 28 04 0.7 1.1 1.0 585 38.1 311 28.1
3 S P 62.8 624 45.0 39.0 34.6 3 4 o 6
ment group 63.1 62.5 62.8 62. . . .6 30.7 54 44 36 0.7 09 . JA. 3
C. Consumer goods 20.9 36.9 37.1 52.4 359 41.4 389 29.0 8.0 66 1.0 27 33 i.sl §.63 02'97 13\11"3 11'65‘ 5?'9’}3 15.0
D. Agro-based : : ’
goods 435 442 500630 — 04 — 05 — — — — — - . __ 5605 553500 36.5
Enterprises rendering services : ’
1. Trading and mar-
keting services
group ) 36.0 36.0 49.0 41.3 303378287377 19 19 15 1.1 — . __ _ 319 243208 20.0
2. Transportation s46 662 648 31 : ’ 40
services group  50.7 . . . d 56 57 29 19519.518.7 271 — - 5 3.
3. Contracts and 23 266 203 93
construction ser- «
vices group 93.0 92.6 81.3 834 45 42110111 — — — — — . _ __ 15 23 17 5.5
P""—/
N.A. — Not available because details of cash credit and deferred credit use for current and non-current purposes were not

available. Hence equity/long-term loans figures coutd not be calculated.
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had the highest average amounts, while
consumer goods and agro-based goods
groups had the lowest average amounts.
Among service enterprises, trading and
marketing group accounted for the highest
figure while contracts and construction
group had the lowest average amount.

-+ 2. (a) Since 1972-73 the rate of annual
increase in average current asset invest-
ment was significantly higher than that of
fixed asset investment in the public enter-
prise sector as a whole. This was rela-
tively more significant in the case of
‘producing enterprises’ than in the case of
‘service enterprises’. The increase was
strikingly high in heavy engineering,
minerals and metals, petroleum and steel
groups among producing enterprises.

(b) The strikingly higher proportions
and average amounts of current asset
investment and working capital in the case
of service enterprises and the abrupt
spurts (fluctuating highs and lows) in the
ratio of current asset investment to fixed
asset investment in general indicated the
absence of consistency in proportionality
as between the current and fixed asset
investments. It also pointed to the need
for devising working capital norms in
consonance with the objectives and the
. v'/

assigned role of public enterprises. In
this connection it is useful to link current
asset investment and working capital to
turnover in the case of service enterprises
as a criterion of working capital policy
and planning for profitability.

3. The ratio of current asset invest-
ment to fixed asset investment was the
highest in the agro-based group followed
by medium and light engineering, heavy
engineering and transport equipment
groups. It was the lowest in the case of
chemicals and pharmaceuticals group
followed by minerals and metals, steel and
consumer goods groups.

B. Forms of working capital financing:

4 (a) ‘Current liabilities’ and ‘equity/
long-term loans’ were the major sources of
financing current asset investment. As
between ‘producing’ and ‘service’ enter-
prises, the former had relatively greater
resort to current liabilities while the latter
made relatively larger use of cash credits,
equity/long-term loans.

(b) Current liabilities formed a very
major form of finance in the petroleum
group among ‘producing enterprises’ and
in ‘contracts and construction services’ in
the case of service enterprises.

APPENDIX
Number of Units—Industry Group-wise

(c) Cash credits were a highly significant
form of finance in transport equipment
and consumer goods groups among p:o-

-ducing enterprises.

(d) Agro-based goods and steel groups
among producing enterprises were the
highest users of ‘equity/long term loans’.
In the case of service enterprises, equity/
long term loans’ accounted for over half
of the working capital finance in trading
and marketing group. But the share of
equity/long-term loans’ as major form of
working capital finance in the public
enterprise sector began to dscline on
account of increased resort to cash credits
and current liabilities.

(e) While service enterprises did not
make use of ‘working capital loans from
central government’, chemicals and phar-
maceuticils group among producing
enterprises was the largest user of this
form of financing. Chemicals and phar-
maceuticals group among producing enter-
prises and transportation services group
among service.enterprises made significant
use of deferred credits. But onthe whole
working capital loans and deferred
credits played a very minor role as sources
of working capital financaz.

‘rendering services’

1971-72 1972-73 1973-74 1974-75

Enterprises Producing Goods: 58 65 76 77
A. Basic Material 25 31 34 35
1. Steel group 1 3 3 3

2. Minerals & metals group 7 11 13 13

3. Petroleum group 7 7 7 8

4. Chemicals & pharmaceuticals group : 10 10 11 11

B. Capital Goods: 26 26 32 3
1. Heavy engineering group 7 7 9 3

2. Medium & light engineering group 1 12 16 16

3. Transport equipment group 8 7 7 8

C. Consumer Goods: 5 6 7 7
D. Agro-based Goods: 2 2 3 3
Enterprises Rendering Services: * 43 48 46 44
1. Trading and marketing services 1 14 13 17

2. Transportation services 6 7 7 7
= 3. Contracts & construction services 4 5 5 5

rises ‘producing goods’ and 4
Total of enterprises ‘p g g o1 13 - a1

*Includes therein enterprises of five other groups which are not covered in the study.
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Monetary unitication

Prof R. S. Nigam* & V. K. Bhalla**

Reviewing the European monetary scene since 1969, the authors have
come to the conclusion that the European Economic Community

would not abandon the Snake as it was not only a currency structure

but also a barometer of the political will of the area. T hey also feel

that with the increasing weakness of the pound sterling and the inability
of the US dollar to play the role of the key currency, the proposed
European Monetary Union has a bright future ahead of it.

THE ESTABLISHMENT of the European Eco-
nomic Community (EEC) in 1958 was a
historically unique endeavour. Never
before had a group of mnation states
sought, with any serious political intent,
to unite by exploiting the forces of econo-
mic integration. In the forwarding docu-
ments of the EEC, ie. the Treaty of
Rome. there was no clear commitment to
either a common currency or to a coordi-
nated exchange rate policy. Certain broad
objectives — high level of employment,
stability in price level and external balan-
ces — were identified. It seems that pro-

sixties, changes in exchange rates, the
threat that currency fluctuations were
thought to pose for the Community’s
Common Agricultural Policy (CAP), the
prospective completion at the end of 1969
i.e. the transitional period, as envisaged
in the Treaty of Rome, the change in the
presidency of France and the conse-
quently improved prospects for the
enlargement of the Community suggested
a fresh impetus to be given to the process
of European integration. A series of
international monetary crises hastened
the inter-governmental discussions. There

~ WINDOW
ON

THE WORLD

bably in the fifties and early sixties, such
issues as common monetary and fiscal
policies and a common currency had been
deliberately though tactfully avoided.
Events, however, decreed it otherwise.

Throughout the early years (mainly the
transition period) of the EEC there was a
general naive assumption that the rates of
exchange between the Six would in the
future remain fixed. However, in the late

* Head of the Department of Commerce and
Director, Delhi School of Economics, University
of Delhi, Delhi-7.

#» Lecturer in Economics, Shri Ram College
of Commerce and Research Scholar at Delhi
School of Economics, University of Dzlhj,
Delhi-7. :
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were two reactions to this problem: one
immediate, disorderly and practical; and
the other planned, progressive and even
somewhat introspective. The first wasa
series of exchange rate floats and relation-
ships which came to be known as “The
Snake in the Tunnel’; the second was a
series of proposals to the Commission,
the Barre Plan and the Report of the
Werner Committee to examine the objec-
tive of a common European currency.

The Werner Report called for full eco-
nomic and monetary union (EMU) in the
EEC within a decade. Monetary union,
as envisaged in the Werner Plan, pre-
supposes not only a locking of exchange
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in Europe

rates among the national currencies of the”
EEC, but also provides for a single mon¢-
tary policy under a central monetary
authority, for collective demand manage-
ment to meet agreed economic objectives,
and for common debt management in the
interests of monetary control. It pre-sup-
posed, indeed, a subordination of natior.lal
economic management to the collect1vé
will of the community and the decay of
important instruments of national econo-
mic policy.

ensemble of actions

The broad substance of the Werner pro-
posals, as amended by the EEC CommiS-
sion, was adopted by the Council in 2
resolution and a series of decisions 10 .
February 1971, and an agreement was
reached on an ensemble of actions to be"
taken during the first three-year stagé
beginning January 1, 1971.

The Werner Plan was valuable precise@

because the requirements of EMU wer®
stated directly. Just how far these were
from contemporary practices was demons-
trated, with excellent clarity, very s002
afterwards. From 1971, the world was
transformed by monetary upheavals
which brought an end to the Bretiol
Woods era of fixed exchange rates.. The
gradual dismantling of exchange contr(?ls,
the growth of multinational companics,
the prolonged US balance of payments
deficits, and the increasing importance ©
the Eurodollar market — all these com”
bined to produce private financial liqU”
dity and mobility on a scale which Wa
greater than the official reserves of the
west European central banks.

The tremendous upsurge in CaP{tal
flows led in early May 1971 to the floati?®
of the D-mark and some action by four®
other members of the Fund. The Ma&y =
1971 crisis was the Common Markets
golden opportunity to adopt a commor
personality in which it utterly failed. The
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French were pressing for the adoption of
common controls whilst West Germany
was advocating a common floating of the
currencies. Unfortunately, most of the
member states of the Community adopted
their own ways — or almost. The Nether-
lands and West Germany allowed ~their
currencies to float whilst Belgium allow-

-?ed an official black market for specula-
tive purposes to develop and the commer-
cial franc remaining fixed. Outside the
EEC, Austria and Switzerland revalued
their currencies.

The member countries Wwere again
unable — and for similar reasons to agree
Upon a common external policy in the
face of new challenges posed on August
15, 1971 by the suspension of the converti-
bility of the US dollar into gold and
other reserve assets. West Germany again
proposed a joint float of the member
currencies but this was rejected by P.‘rance.
Later on, Italy and BLEU (Belgngql—
Luxembourg Economic Union) Jome:d
West Germany and the Netherlands in
allowing their currencies to rise agaix'lst
the dollar. France introduced a two-tier
foreign exchange market and new controls

The snake’s wriggles

on capital inflows, while maintaining the
existing parity and intervention limits
for current account transactions. The
Netherlands and BLEU, however, were
unable to agree on a joint floating of
their currencies. From August 23, 1971
they allowed the maximum fluctuations
of the guilder. Later in September 1971,
the Commission’s suggestion that SDRs
(Special Drawing Rights) be the base of
the world monetary system was rejected
by West Germany.

The opportunity to proceed further
was provided by the Smithsonian Agree-
ment in Washnigton by the Group of Ten
on December 18, 1971. The US dollar
was officially devalued in terms of gold
and of SDRs while the Japanese yen and
the D-mark, as well as the Netherlands
guilder and the Belgian franc apprecia-
ted. There was little or no change in the
gold or the SDR value of other major
currencies, and the Canadian dollar conti-
nued to float. This pattern of changes
had the overall effect of leaving the value
of the SDRs (and of reserve positions in
the Fund) approximately unchanged in
relation to major currencies in general.

An important innovation was the widen-
ing of the band around the dollar vis-a-
vis other currencies to 4.5 per cent. In
principle, the adoption of this measure
should have reduced the necessity of
holding large reserves of gold and curren-
cies.

With the prospects of the enlargement
of the EEC the most important and immedi-
ate task was to retrieve the EMU from the
ruins into which it had fallen. Thusin
February 1972, President Pompidou and
M. Giscard d’Estaing met Chancellor
Brandt and Prof Schiller in Paris. This
meeting produced a compromise between
the two schools of thought in the field of
monetary integration — the ‘Economists’
and the ‘Monetarists’, thus, agreed that
all the members of the Common Market
should control capital movements between
the EEC and third parties, and they
agreed on the organisation of short-term
intervention throughout the Community
to maintain the currencies within the
«Snake’. These agrecements paved the
way for the series of important ministerial
decisions which were taken in Brussels on
March 21, 1972. First, it was agreed that
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the margins around EEC currencies should
be reduced to 2.25 per cent. This agree-
ment accompanied by special arrange-
ments for intra-EEC settlements of balan-
ces resulting from official interventions,
was an important step toward implemen-
tation of the plan for monetary unjon of
the EEC countries.

The narrowing of intra-Community
exchange rate margins got under way on
April 24, 1972. In the immediately prece-
ding months, the spread between the
highest and the lowest Community’s cur-
rencies, in terms of their deviations from
the central rate, had generally exceeded
the specified band of 2.25 per cent. With
the Council’s March resolution, however,
intra-Community exchange rates promptly
moved within the range before the July 1,
1972 deadline. In anticipation of their
accession to the Community, the UK,
Ireland and Denmark joined the scheme
on May 1, 1972 and Norway on May 23,
1972.

The new Community band was soon
put to its first major test. By mid-June
1972, there was a massive speculative
attack on the pound sterling. On June
23, the UK authorities decided not to
maintain margins for their currencies in
the exchange markets and withdrew from
the narrow-margins agreement of the EEC
(Ireland followed suit). The first major
crisis, after the Smithsonian Agreement,
however, was followed by large-scale
speculative sales of the US dollars, as
well as of Italian lira and Danish kroner.

ad hoc adaptations

Asa consequence further ad hoc adap-
tation were made. Italy was authorized to
settle its indebtedness under the EEC arra-
ngement in US dollars rather than in pro-
portion to its holding of various reserve
media; Denmark temporarily withdrew
from the EEC narrow-margins arrange-
ment (upon rejoining the narrow margins
arrangement in October 1, 1972, Denmark
was authorised to make EEC settlements
in dollars); and further controls on short-
term capital flows among the EEC coun-
tries were imposed.

While the monetary upheavals registered
in 1971-72 helped to bring about a broad
consensus in favour of the desirability of
a reform in depth of the international
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monetary system, there was no lack of
difficulties and divergences over the direc-
tion to be given to the new system. In
accordance with the responsibilities they
shoulder in the Community, the member
states, together with the acceding coun-
tries, endeavoured to work out a common
position. Meeting in London on July
17-18, 1972, the ministers of Finance of
the enlarged Community arrived at an
agreement on the general objectives for
the reformed international monetary sys-
tem. Member states of the Community
restated these objectives at the annual
meeting of the International Monetary
Fund (IMF), held in Washington from
September 25 to 29, 1972. Generally spea-
king participants expressed their deter-
mination to open effective negotiations on
the reforms of the IMF.

committee of twenty

The framework for such negotia-
tions had been created as early as
July 1972, by the setting up of
the Committee of Twenty (C-T). Com-
posed of ministers or central bank gover-
rors and, at deputy level, of senior natio-
nal delegates, this committee was required
to advise the Board of Governors and
submit reports to it on all aspects of the
reform of the international monetary
system, including the drawing up of pro-
posals for the amendment of the articles
of agreement of the IMF. The committee
started its work at the beginning of
November 1972. To ensure that the coun-
tries of the enlarged Community maintain
a common attitude within the Committee
of Twenty (C-T), it had been agreed that
the members of the monetary committee
would meet whenever the need arose,

A succession of developments, however,
shattered the confidence in exchange
markets. These included, inter alia fears
of the arrival of inflationary pressures in
the US following the termination of phase
II of the US price-wage control pro-
gramme in January 1973, together with
market reaction to the heavy deterioration
of the US external current account from
1971 to 1972 and the continuation of
balance of payments surpluses in Japan
and elesewhere. Moreover, short-term
interest rates in Europe began to rise
sharply in the closing months of 1972,
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the strong upward movements continuing
into 1973. These developments reflected
a general shift in the stance of European
monetary policy, induced by growing
concern over intensification of infiationary
pressures. It reduced considerably the
incentives for investment of funds in the

US dollar assets, even though the US>,

short-term interest rates continued to
advance.

vehicle currency

Another fact that militated again§t
the strengthening of the dollar 11
some foreign exchange markets towards
the end of 1972 was its use as a vehicle
currency for the outflow of funds from
Italy. In the latter part of January 1973,
the Italian authorities announced the
establishment of a two-tier exchange mar-
ket for the lira in order to stem the out-
flow of capital and the loss of reserves
This arrangement, while resulting i 2
sharp depreciation in the rate of the
lira (capital inflow only), did not prevent
an acceleration of capital outflow through
the newly established exchange market
for capital transactions. The outflow of
funds from Italy was directed largely t0
Switzerland. As a result Swiss franc appre-
ciated to a premium of about six per censr,
over the rate established at the time of the«
Smithsonian Agreement.

Following these actions, heavy sPecu.la-
tive sales of the US dollar occurred during
the last week of January and early Febru-
ary 1973 and the major currencies appre-
ciated sharply against the US dollar. In
the first ten days of February, the flow
of US dollar into official reserves of
European countries and Japan approach-
ed $10 billion. On February 12, 1973, the
US authorities announced that the presi-
dent would ask Congress to authorise 2
10 per cent reduction in the par value of
the US dallar in terms of SDRs. In
Tesponse to this US action, the authorities
of most industrialised countries decided
to keep the par values or central rates for
their respective currencies unchanged in
terms of SDRs or gold, thus allowing

the proposed devaluation of the US dollar <

tobe fully reflected in their exchange
rates. The three major currencies that
were already floating — the British pound,
the Canadian dollar and the Swiss franC
continued to do 50, and the Japanese and
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Italian authorities also allowed their cur-
rencies to float,

Speculation in the gold markets and
continued rumours concerning the possi-
bility of special arrangements limiting
official exchange market intervention by
Some European countries to their respec-
tive currencies induced further heavy
Bales of US dollars late in February 1973
chiefly for those currencies for which the
national authorities were then maintain-
ing agreed margins for exchange transac-
tions (Snake). Confronted by unprece-
dented offerings of dollars, especially
against the D-mark, and by a growing
belief among market participants that the
System of fixed exchange rates was not
viable under the prevailing circumstances
and that the crisis was unlikely to be
short-lived, the major European central
banks and the Bank of Japan decided to
close their official foreign exchange mar-
kets on March 2, 1973 and these markets
Temained closed until March 19, while
the search for a solution of the crisis
continued.

N

Mark revalued
After a series of inter-governmental meet-
Ings, six member countries of the EEC —

. he Benelux, Denmark, France and West

_Aermany — decided to maintain arrange-
ments limiting the fluctuations between
their currencies to 2.25 per cent under
Snake, but no longer to ensure that ex-
Change rate for the US dollar would be
kept within the margins previously agreed
upon. The EEC Council agreed that close
and continuing consultation on monetary
matters would be maintained among the
Rational authorities involved. To assist
in the orderly adjustment of exchange
Markets to the new circumstances, the
German authorities decided to revalue the
D-mark in terms of SDRs by three per
cent. The special arrangement among the
above Six EEC members was soon joined
by Norway and Sweden. Three EEC mem-
bers — the UK and Italy which were still
Permitting their currencies to float outside
the Snake, and Ireland whose currency

. Memained linked to the British pound —
*<"Xpressed the intention of associating

themselves with the arrangement as soon
a8 circumstances allowed.

After a period of comparative quiet
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trading in foreign exchange markets,
strong pressures re-emerged in mid-May
1973, leading to a sharp appreciation of
continental European currencies in terms
of US dollar and to marked tension
among the currencies participating in the
Snake. On June 29, 1973, the German
authorities communicated to the IMF as
new central rate that revalued the D-mark
by a further 5.5 per cent. Later in the
year, the Netherlands and Norway also
revalued their currencies by five per cent
to facilitate the operation of the Snake.

common standpoint

Meanwhile, the Community Finance
ministers adopted a common standpoint
on the reform of the international mone-
tary system and thereby gave fresh impetus
to the work of the Committee of Twenty
of the IMF. Acting in their name, the
president in office of the council present-
ed their standpoint to the general assem-
bly. The statement included constructive
suggestions on such fundamental questions
as the adjustment process and converti-
bility rules.

In the process of adjustment, consider-
able use should be made of objective
indicators, including an indicator showing
the trend of reserves. To make agreement
casier, the Community favoured the idea
that pressure should be brought to bear
on countries which accumulate excessive
reserves. However, it was convinced that
adjustment policies should be chosen on
the basis of a general appraisal of all the
factors involved rather than according to
an automatic mechanism,

The Community Wwas very much in
favour of compulsory and multilateral
system of convertibility in which all natio-
nal currencies had equal rights and obli-
gations. Previous inequalities could be
corrected more easily by a system of inter-
vention in several currencies. The experi-
ence gained by cental banks of the Com-
munity in this field could be used asa
basis for exploratory work which the
deputies of the Committee of Twenty are
to undertake in this field.

The Community common position was
put forward, again by the president of the
council on the valuation of SDRs and
the interest rate on them, the streng-
thening of the structure of the IMF and
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committee’s work programme at the fifth
ministerial meeting of the Committee of
Twenty which was held in Rome on
January 17-18, 1974. The committee
concluded that in view of the pace of
world inflation and the rise in the price
of oil, it was impossible to negotiate a full
reform of the system in two years as had
been planned when work began in Sep-
tember 1972,

On January 2, 1974, France notified the
Fund that owing to the balance of pay-
ments uncertainties that would be affect-
ing the international monetary system, it
had decided to pull out of Snake for a
period of six months on a provisional
basis. France abolished the dual market
system of exchange rate also on March
21, 1974. Similarly, Italy unified the ex-
change markets for the commercial and
financial lira, effective March 22, 1974,

The desirability of avoiding disorderly
fluctuations in exchange rates has been
recognised throughout the floating period,
and found expression in the “Guidelines
for the Management of Floating Exchange
Rates” adopted by the executive directors
in June 1974,

tight conditions

Meanwhile, monetary conditions be-
came exceptionally tight in the USA
which resulted in substantial interest
differential with European centres. This
led to some rise of the US dollar against
European currencies, although not suffi-
cient to do more than partially offset the
previous decline. Later in the year, the
earlier tendency was resumed, as monetary
conditions eased in the United States, and
interest differentials narrowed substan-
tially. On this occasion the upward move-
ment of European currencies against the
dollar continued for about five months,
and resulted in a change in Snake/dollar
rates by about 15 percent. After touching
ahigh point in early March 1975, the Euro-
pean currencies  dropped moderately
against the US dollar over the ensuing two
months, and then started to rise again. On
July 10, 1975, after a period of eighteen
months, France joined the Snake again.
It is said that French decision to
rejoin was more political than economic.
Britain, Italy and Ireland preferred to re-
main out of the Snake rather than to




follow France’s lead in making a prodigal
return.

The EEC Commission devoted seve-
ral meetings in preparing its contribu-
tions to work within the IMF. It provided
material for the establishment of general
lines of policy by the Finance Ministers’
Conference in Venice on August 24, 1975.

In fact, the IMF Interim Committee,
setup at the last annual meeting of the
IMF and the IBRD (International Bank
for Reconstruction and Development),
broadly adopted the Community’s posi-
tion, but also reflected the same disagree-
ments in this field; it was decided in
August 1975, that pending the outcome of
negotiations on the exchange rate system,
agreements on quotas and problems con-
nected with gold would not be the subject
of amendments to the IMF Articles of
Agreement.

With regard to the five-yearly review of
IMF quotas, it had already been agreed
in June 1975 to increase the total by 32.5
percent tostep up the relative share of
OPEC countries from 4.98 per cent to
9.96 per cent, but to leave the relative
shares of all the other developing coun-
tries unchanged. On the basis of these de-
cisions, the August 1975 meeting of the
interim committee reached agreement on
distributing among the industrialised coun-
tries the reductions in their quotas as pro-
portion of the whole,

4

committee’s agreement

The interim committee also agreed to
abolish the official price of gold. The ob-
ligation proviously incumbent upon the
IMF and upon national monetary autho-
rities to accept gold in settlement of debts
was, in principle, terminated. Transactions
in gold carried out by members of the
Group of Ten or by any other countries
subscribing to the arrangements will be
covered by a set of agreed rules separate
from IMF articles.

In connection with the gold held by the
IMF (about 150 million ounces), the in-
terim committee decided on the restitu-
tion of 25 million ounces to its members
at a price in their currencies equivalent to
the official price of $42.22 per ounce; a
further 25 million ounces would be sold
either to central banks having first option,
or on the market, at the highest official
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price, the proceeds to be devoted to aid
the developing countries under arrange-
ments to be determined. The balance of
100 million ounces will be used or allo-
cated according to decisions which must
be taken by an 85 per cent majority.

Further to the partial agreements rea-
ched during the year, preparatory work on
the reforms of the international monetary
system was stepped up in December, 1975.
A conference of Finance and FEconomic
Affairs ministers of the member states of
the Community held on December 15,
1975 in Brussels enabled the Community
to establish jointly agreed positions on
the international monetary problems
listed on the agenda of the Jamaica meet-
ing. At the Jamaica meeting, a package
agreement ona new international mone-
tary system was reached. According to the
committee, under the revised system, the
current system of floating exchange rates
would be legalised and the official price of
gold would be abolished. The committee
also agreed to increase by 1/3rd quotas
the amount of money each of the 128 IMF
members pay to the Fund and also deter-
mine a nation’s floating power and bor-
rowing ability.

gold holdings

The interim committee also agreed
that the Fund would sell 1/6th of its
existing gold holdings at market prices,
which would raise about $25 billion
in profits. The money thus raised would
be used by the Fund to assist developing
nations faced with balance of payments
difficulties. At the same time the IMF
would make available an equal amount
of gold at the official price of $42.22
an ounce, to all member countries which
would provide from $400 million to $500
million to the trust fund. The ministers and
central bank presidents constituting the
committee agreed to ease payment con-
ditions on money lent by the IMF for the
benefit of poorer nations.

Meanwhile, the Swiss franc kept on
knocking but still could not get in the
Snake on account of the so-called “Techni-
cal Grounds’. Anyhow, the Snake got
another blow in March 1976 due to the
French franc pulling out of narrow mar-
gins arrangements of the Community,
The British pound and the Italian lira
left long ago and are not likely to return
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with the French franc’s exit for the second
time*; only four representing 45 per cent
of the GNP of the group, now remain in
the Snake. Of these, the D-mark looks
like bursting out of its top skin, and the
Belgian franc and Danish kroner out of
its bottom one,

sustained pressure >

This survey and analysis of the Euro-
pean monetary scene is tempted to con-
clude that the Snake is not to be aban-
doned by the Community. It is not only
a currency structure but a barometer of
political will. The Snake is to remain so far
as Community’s dream of the EMU is there
(though paradoxically it is not entirely
Community institution, again, since the
UK, Ireland, Italy and France are not
in it while Norway and Sweden, neither
of them members of the EEC, are asso-
ciated Snake members). A move away
from the Snake discipline is not desirable.
It will tantamount to dropping the
aim of the EMU altogether. It has
been shown that there have bezn many
occasions since March 1973, when it 1_33‘
came necessary to intervene against 1n-
dividual currencies’ excessive re- or de—Ya'
luation tendencies. But over the period
observed every currency was affected by
this at some point, so there was no suﬁf
tained pressurs to re- or de-value any sin
currency. It was possible only because.of
constant personal contact, and intensivé
foreign exchange management and cur-
rency swaps that never took place in pre-
Snake days.

Stabilising foreign exchange ar}d
international monetary situation is in
the vital economic interest of both th-e
developed and developing countries. This
has become important on account of the
upheaval created by petro-dollars and also
the " experience of working of SDRs and
other arrangements for appropriate level
of international liquidity and flow of re-
sources for developed to developing
countries. With the virtual disbanding of
the Sterling area arrangement and inability
of the US dollar to play the role of key

currency for international payments,the

N
oy

proposed European Monetary Union has

a vital role to play in international liqui-
dity and finance.

T e
* Benelux countries widened their own baad

from + 1.5% to +2.25%
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Caltex Takeover

THE Government is to ac-
qQuire 100 per cent ownership
of the Caltex Oil Refining
(India) Limited and its sister
Marketing company, Caltex
(India)  Limited, bringing al-
most the entire oil industry in
the country under public
control. Following negotiations
With Caltex Petroleum Corpo-
ration Limited, USA, for
acquisition of 100 per cent
shares of Caltex Oil Refining
Company and all the Indian
assets and liabilities of Caltex
(India) Limited, an understand-
Ing has been reached with the
merican company.

A Memorandum of under-
-yAndingto this effect was signed
.écently by Mr B.B. Vohra,
Secretary, ministry of Petroleum
on behaif of the President of
India and by Mr F. H. Leven-
gen, vice president, Caltex
(India) Limited, Bombay, on
behalf of the Caltex Petroleum
Corporation. The formal agree-
ment for acquisition of 100 per
cent shares will be signed by
December this year and it is
Cxpected that the takeover of
Caltex would be effected by
the government by January 1,
1977. However, the profits of
Caltex Qil Refining (India)
Limited and Caltex (India)
Limited for the year 1976
Would accrue to the govern-
ent or the government com-
y.

Under the m>morandum of
lmderstanding, a net sum of
Rs 13 crores is payable to
Caltex Petroleum Corporation,
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USA in US dollars in five
instalments for acquisition of
their refining and marketing
assets and operations in India.
Caltex has agreed to supply
on commercial terms 1.25
million tonnes of crude oil
per annum from the Gulf for
the next five years. This cption
to the government would give
them the necessary flexibility
and diversification of the
sources of supply of crude ol
to Indian refineries. As many
as 1,584 workers and officers
are employed in the two Caltex
refining and marketing com-
panies. Every wholetime emp-
loyee or officer of Caltex would
continue to be in service under
the government company on
the same terms and conditions
unless and until their employ-
ment and terms and conditions
of service are duly altered by
the government.

Indo-Polish Trade

A high-level trade delegation
from the People’s Republic of
Poland, led by their minister
of Foreign Trade and Shipping,
Dr J. Olszewshi, arrived in
New Dethi on October 19,
1976, for trade talks with India.
The Polish minister has come
at the invitation of Prof. D.P.
Chattopadhyaya, union Com-
merce minister, who is leading
the Indian delegation in trade
negotiations. As a result of
the talks, a new long-term
trade arrangement is to be
concluded.,

The trade between India
and Poland has risen steadily
over the last decade. From a
figure of Rs 31.0 crores in 1963,

the mutual trade rose to
Rs 86.0 crores in 1973 and
Rs 133 0crores in 1974. In
1975 there was a record trade
turnover of Rs.200.0 crores.
India’s main imports from
Poland include mining equip-
ment, fertilisers, sulphur, cast-
ings and forgings and phar-
maceuticals. India’s exports
to Poland include non-tradi-
tional items like cotton knit-
wear and hosiery, rayon and
synthetic ~ fabrics, various
chemicals, machine tools, hand
tools, pigiron and consumer
durables.

Tea Gardens Taken
Over

The government has directed
the Tea Trad'ng Corporation
to take over for five years
management of three sick tea
gardens in Bengal, the copsul-
tative committee of Parliament
on commerce was informed
recently. The three estates
are the Pashok Tea Estates
and Vehtkvar Estate in Dar-
jeeling district and the Look-
san Tea Estate of Jalpaiguri
district.  This is the first time
sick tea estates have been
taken over by government for
management, although the
government had acquired the
powers earlier.

Nobel for Friedman

The noble prize for eco-
nomics has been awarded to
Chicago University professor,
Dr Milton Friedman, a leading
advocate of the use of mone-
tary policy to control inflation
and a supporter of floating
exchange rates. In awarding
the 138,000-dollar prize, the
Royal Swedish Academy of
Sciences cited Dr. Friedman,
64, for his *achievements in
the fields of consumption ana-
lysis, monetary history and
theory, and for his demonstra-
tion of the complexity of stabi-
lisation policy’’, He was the
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sixth American to be honoured
with the award since it was
established in 1969,

Prof Friedman, a prolific
writer and outspoken conser-
vative thinker, is best known
for his contributions to mone-
tary policy. He played an
important role in demonstra-
ting the advantages of flexible
exchange rates over the Bret-
ton Woods system of fixed
parities which was abandoned
in 1971. Among his best-
known works are “Capitalism
and Freedom” (1962) “Price
theory : a Provisiona]l Text”
(1962). “A Monetary History
of the United States 1867-1960”
(with Anna J. Schwartz) (1963)
and “The Balance of Pay-
ments: Free Versus Flexible
Exchange Rates” (with Robert
Roosa) (1967). The prize will
be formally presented to Dr
Friedman on December 10 at
Stockholm,

Indo-Bulgarian Joint
Commission

The Indo-Bulgarian Joint
Commission for Economic,
Scientific and Technica] Co.
operation held its plenary
session in New Delhi recently,
The Indian delegation was led
by Mr Jagjivan Ram, minister
of Agriculture and Irrigation
and the Bulgarian delegation
by Mr. Nikola Kalchev, minis-
ter of Machine Building and
Metallurgy. Welcoming the
Bulgarian  delegation,  the
Indian  co-cha’rman, M,
Jagjivan ‘Ram, observed that
the present session of the
joint commission was of spe-
cial significance in view of the
forthcoming visit of the Bulga-
rian President to India next
month. Referring to the not-
able industrial development
achieved both by India and
Bulgaria, Mr Jagjivan Ram
pointed out to the need of
identifying new areas of eco-
nomic cooperation which could
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be complementary to the two
economies. In this context he
made a special mention of the
assistance being extended by
Bulgaria in setting up of two
Agro-industrial complexes, one
each in Karnataka and Bihar.

The Bulgarian co-chairman
explained the economic achie-
vements made by Bulgaria in
recent years and expressed the
hope that the current session
of the joint commission would
lead to further diversification
and extension of trade and
economic cooperation between
India and Bulgaria. The
working groups set up under
the Joint Commission were
engaged in framing joint con-
clusions in various fields, such
as agriculture and food pro-
cessing industry, machine
building and heavy -industry,
electronics, chemicals and
pharmaceuticals, science and
technology and trade. exch-
anges.

Conference of Tax
Executives

A two-day All-India Con-
ference of Tax Executives will
be inaugurated in New Delhi
on October 29, 1976, by the
union Finance minister, Mr
C. Subramaniam. The con-
ference is being held under
the auspices of the Federation
of Indian Chambers of Com-
merce & Industry. The agenda
for the Conference includes
such topical subjects as the
issues before the Indirect
Taxation Enquiry Committee,
the Corporate Tax Structure,
Taxation of Capital Gains and
Disclosures under the Com-
panies Act, 1956. It will be
for the first time since the
appointment of the L.K.Jha
Committee on Indirect Taxa-
tion that an all-India con-
ference of this nature will be
discussing the issues referred
to the Committee. The Com-
mittee, appointed in July, has
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been asked to review the
existing structure of indirect
taxes at the central, state
and local levels in all its as-
pects. One important sugges-
tion hefore the Committee is
to examine the feasibility of
adopting some form of value
added tax in India. Value
added tax has been adopted in
several European countries.

Faridabad Trade Fair

The Faridabad Industries
Association is organising a
seven-day trade fair at Farida-
bad from December 27, 1976
to January 2, 1977. The fair is
expected to be inaugurated by
the president, Mr Fakhruddin
Ali Ahmed.

Coinciding with the silver
jubilee celebrations of the FIA,
the fair isaimed at projecting
the image of the Faridabad
industrial complex not only
within the country but also
abroad as a dependable sup-
plier of a large variety of items.
It is also intended to provide
an exposure to the various
units in Faridabad to the
manufacturing facilities and
technical expertise available
within the complex.

Various seminars are being
programmed for the occasion.
Of particular significance will
be the seminars on the setting
up of technology and material
exchange banks. These two
banks, it is hoped, will faci-
litate horizontal transfer of
technology and help in faci-
litating procurement of some
small quantities of raw mate-
rials by the industrial units
from within the complex itself.
Cuyers-sellers meets also are
proposed to be organised.

The fair would be divided
into nine broad categories of
iron and steel and other metal
industries; electrical and tele-

communication equipment ;
transport and  automobile
industries, including spares

and ancillary indusfries; indus-
trial, agricultural and earth-
moving machinery and machine
tools; mechanical engineering
and hand tools; chemicals and
dyes, including plastics; paper,
paper products, printing ma-
chinery and packaging; glass;
cement and ceramics many-
factures; and textile and ready-
made garments.

Primarily belonging to the
first generation of industrial
entrepreneurs, the Faridabad
manufacturers claim that they
have developed very sophisti-
cated technologies and compe-
tence which can be availed of
not only within the country
but also in various developing
countries. With a view to
projecting the image abroad,
the trade fair authorities pro-
pose to invite to the fair com-
mercial counsellors of foreign
embassies here.

Conference on
Standardisation

A two-day all-India con-
ference on Standardisation of
Specifications and Construc-
tion Practices, was held here
on October 12 and 13, 1976,
The conference discussed pro-
blems connected with bringing
about maximum economy and
efficiency in the massive rural
electrification programme
undertaken in the country,
through the standardisation of
equipment and construction
practices. It also discussed
the progress so far achieved
in this field and finalise some
new specifications and cons-
truction practices for use in
the execution of these projects
which are vital to the country’s
economic development,

Besides representatives of
the union ministry of Energy,
the Central Eelectricity Autho-
rity and the Planning Com-
mission, more than 100 dele-
gates including chaitman and
chief engineers of the state
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electricity boards and represen-
tatives from rural electric
Cooperatives, manufacturing
companies and various scienti-
fic and other institutions
participated in the two-day
deliberations.

National Plan for
Edible Oil

The union government has
drawn up a three-pronged
strategy for a “‘national plan
for edible oilseeds™ to increase
production of oilseeds, deve-
lop systematic marketing of
oilseeds and encourage SOCK
ally-oriented oilseed processiog
industry. The proposed natio-
nal p‘lan follows the realisation
that oilseeds, serving as a ra¥w
material for the edible oil
industry in the country, have
acquired an important Pposl
tion in the national economy-

The five major oilseeds,
namely, groundnut, rapeseeds
mustard, sesamum, linseed

and castor with a total value

of more than Rs 1,200 crorgé
are grown practically allo
the country. The total ared
under oilseeds at present 15
estimated around 16 million
hectares forming about 10 pet
cent of the total crop areain
the country, Groundnut alone
occupies an area of 7.3 million
hectares, followed by rape-
seed-mustard covering 2D
area of 3.3 million hectares,
sesamum, linseed and castor
cover 2.5, 1.7 and 0.4 million
hectares respectively.

No Export of Wheat

The government does not
have any proposal under con-
sideration for the export of
wheat, it was stated recently

by a spokesman of the union .

ministry of Agriculture and
Irrigation. India had already
exported superior qualities of
rice such as basmati as also
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barely, but wheat export is
out of question at present.

Maharashtra State
Financial Corporation

The Maharashtra State
Financial Corporation has
-Sanctioned 15 loans aggregat-
Ing Rs 38.22 lakhs. Of this,
three loans amounting to Rs 5
lakhs are for projects in the
Nagpur region. With this, the
corporation’s sanctions during
the period April to September
this year total 617 loans for
Rs 867.44 1akhs.

Since its inception in 1962,
the MSFC has sanctioned
9,239 loans totalling Rs 131
crores, In 1975-76, it has
sanctioned assistance  of
Rs 26.31 c:ores to 1,319 units.
In this, the share of sanction
to the small scale industries
was 93 per cent against 89 per
cent in the previous year.
Nearly 960 loans for Rs 13.04
crores sanctioned m 1975-76
were for the industrially back-
ward regions of Maharashtra

S against 616 loans for
Rs 13.78 crores sanctioned in
the previous year.

Rubber Exports

The government has permit-
ted export of additional quan-
tity of 4,000 tonnes of natural
rubber providing relief to
growers who were faced with
the problem of stock accumu-
lation. Growers have also
been allowed to arrange export
deals either individually or
through a group of growers.
Actual exports, however, will
be effected by the State Trad-
ing Corporation. This was
announced recently by the
Commerce minister, Prof D.P.
Chattopadhyaya, at a meeting

“=°f the parliamentary consulta-

tive committee attached to his
Ministry. The committee re-
. Viewed the problems and pros-
pects of tea, jute, shellac,
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cashew non-edible oils, iron-
ore, besides rubber. With the
additional quantity of rubber
allowed to be exported, total
rubber exports during the cur-
rent year will be 15,000 tonnes,
the commerce minister stated.
During discussions members
pleaded for a revision in the
minimum price of rubber and
decanalisation of rubber ex-
port. On revision of minimum
price, the Commerce minister
said the issue has been referred
to the cost accounts branch of
the Finance ministry with a
directive that its report should
be available within three
months.

Small Scale Plastic
Units

The ministry of Industry has
decided to permit small-scale
units manufacturing  plastic
goods to register their demands
of low density polyethylene
and high density polyethylene
directly with the Chemicals and
Pharmaceuticals Corporation.
It will no longer be necessary
for them to apply for their
requirements of these raw
materials through the state
directors of industries and
licensing  authorities.  This
decision was taken at a recenﬁ
meeting between Mr 1.C. Purl,
additional secretary and deve-
lopment commissioner of sm?ll
scale industries and the chief
controller of imports agd
exports. The small-scale units
have been asked to register
their requirements with the
Chemicals and Pharmaceuticals
Corporation by November 30,
1976. :

In the above context, it
would be of interest to industry
that the ministry of Fipance
has also reduced the import
duties on LDPE and HDPE
from 175 per cent ad valorem
to 103 per cent and 75 per ceqt
respectively. The effect of this

cut in duty will be to make
imported mate-ials available
through the Chemicals and
Pharmaceuticals Corporation
to small-scale units at the same
price as that of indigenous raw
materials. This will also help
in overcoming the shortages of
LDPE and HDPE.

Super-Alloy Plant

In about two years time,
indigenous capabilities will be
established to meet the needs of
a pumber of sophisticated and
strategic alloys required by
several vital industrial sectors.
These include nuclear energy,
power generation, aeronautics,
chemizal engineering, space
science and electronics. This
information was given by
Mr V.N. Gadgil, minister of
Defence Production, while
inaugurating the Silver Jubilee
celebrations of the Air Arma-
ment Inspection Wing in Jabal-
pur recently. The minister
stated that the main thrust of
defence production effort was
towards the twin objectives of
modernisation of arms and
equipment and achievement of
progressive  self-reliance and
self-sufficiency. To  achieve
them, Mishra Dhatu Nigam, a
public sector undertaking, was
established in November 1973.
It will begin production of
tungstzn  and molybdenum
alloys and magnetic cores by
early 1979, Mr Gadgil added
that purchase orders for major
equipment such as vacuum
furnaces, forging press, rolling
mills, special heat treatment
furnaces and other processing
lines were to be placed soon
and steps were also being taken
to train in the country and
abroad the technical personnel
who would be deployed in key
production, maintenance and
application engineering.

Though the public sector
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undertaking was located in the
sector, the Mishra
Dhatu Nigam would provide
uninterrupted supply of alloys
to several key industrial sectors
and provide impetus for better
exploitation of natural resour-
ces of the country like titanium,
nickel and chromium, which
would serve as raw material
inputs for this projest. This
project has been designed in
such a manner that the produc-
tion could be stepped up to
more than twice the annual
turnover with a marginalinvest-
ment of 15 to 20 per cent.

Deposit Linked
Insurance

The board of trustees has
approved a scheme of Deposit
Linked Insurance to be extend-
ed to employees of provident
fund organisations on the
lines as is applicable to
government  servants. The
central government scheme
provides that on the death of
a subscriber in service. the
person eligible to receive
provident fund will be sanc.
tioned an additional amount
equal to the average balance
in the account of deceased
government servant in the
fund  during the three years
immediately preceding the
death of the employees. But
the subscriber must maintain
a balance during these years
ranging from Rs 1,000 to
Rs 3,000 according to class
of service.

The meeting which was presid-
ed over by Mr Balgovind Verma,
deputy minister for Labour
recently at Simla also approv-
ed setting up of sub-regional
office at Rajkot. The govern-
ment has sanctioned setting
up of such offices at Asansol
and Siliguri. The offices at
Nagpur and Surat have already
started functioning.
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COMPANY
AFFAIRS

Gujarat Steel Tubes

GUJARAT STEEL Tubes Ltd has
reported a sharp decline in
sales and profit during the year
ended March 31, 1976. This
was mainly due to extremely
unfavourable conditions that
prevailed at home and ab-
road. Production during the
year under report was 20 per
cent lower than in the previous
year even though raw material
was fully available, In the
current year, however, produc-
tion has picked up consider-
ably.

The new tube mill for
- manufacturing pipes up to 200
mm o/d has already started
production and the products
have been well received both in
the domestic and foreign mar-
kets. Sales during the year were
lower at Rs 13.08 crores as
compared to Rs 20.44 crores in
1974-75 while the net profit,
recorded a sharp fall from
Rs 79.17 lakhs to Rs 24.03
lakhs. The entire net profit was
transferred to the general
reserve. The directors have re-
commended a dividend of Rs 12
per equity share. A part of the
dividend will be free of tax. The
proposed dividend will absorb
Rs 21.60 Iakks and will be paid
out of the general reserve.

Export earnings amounted
to Rs 2.75 crores as against
Rs 3.16 crores in 1974-75. The
export prices continued to
drop further, making export a
totally uneconomic proposi-
tion, in the absence of cash
compensatory support from
the government. Towards the
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end of the year, however, the
government partly restored the
cash compensatory support and
has als» increased it during the
current year. The pick up in
demand in export markets and
the reintroduction of cash com-
pensatory support by the go-
vernment make the prospects on
the export front bright for the
current year. The government
has approved the company’s
application for recognition as
an eligible export house.

The company has received the
government’s permission for
manufacture of pipes up to 250
mm o/d, for ERW precision
tubes and for pipes and tubes
of API specifications. Neces-
sary steps are being taken for
implementation of these pro-
jects.

Tata Chemicals

Tata Chemicals Ltd has re-
ported considerable improve-
ments in its working results
during the year ended June 30,
1976. The company’s income
recorded a smart rise to
Rs 38.66 crores from Rs 34.64
crores in 1974-75 while gross
profit too improved from
Rs.8.12 crores to Rs 9.09 cro-
res. Qut of the gross profit, the
directors have allocated a sum
of Rs 2.56 crores to deprecia-
tion reserve, Rs 2.30 crore for
taxation and Rs 0.75 crore for
investment allowance reserve.
The disposable profit after
these allocations amounted to
Rs 3.48 crores and the entire
amount was transferred to ge-
neral reserve. The directors
have recommended a dividend
of Rs 7.14 per preference share

and adividend of Rs 1.70 per
equity share. The preference
shares will claim Rs 4.28 lakhs
while the ordinary shares will
absorb Rs 1.59 crores.

The board also decided to
place before the shareholders
at the next annual general
meeting, a proposal to raise
long-term funds up to Rs 250
lakhs in the form of an issue
of 104 per cent convertible
bonds. The detailed terms of
the issue will be finalised in
due course in consultation with
the Controller of Capital Issues,
but it is presently proposed
that the bonds will carry the
right of conversion into ordi-
nary shares of the company of
Rs 10 each at a price not ex-
ceeding Rs 20 per share, such
conversion right being exercis-
able at the end of five years
from the date of allotment of
the bonds.

Madura Coats

Despite adverse conditions
in the yarn markets through-
out the last 18 months and
export markets in the second
half of 1975, sales of Madura
Coats Ltd during the year
ended June 30, 1976, rose by
Rs 13 crores from Rs 58 crores
to Rs 71 crores—an increase of
22 percent. The rise in sales
value was principally due to
increased production of wear-
able fabrics, in particular
synthetic fabrics yielding a
higher sales realisation per
metre. There was a significant
increase in the volume of
thread production and to 1
lesser extent that of industrial
textiles. The company expan-
ded its range of woven design
fabrics which have been well
received in the market. In line
with the company’s policy that
its products reach the consy-
mer at fair prices, six more
exclusive shops were establi-
shed during the year.

Exports were maintained at
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the level of Rs 11.50 crores
in spite of a number of cons-
traints in the second half of
1975. Besides exporting- to
traditional markets such as
the USA, the UK, Australia,
New Zealand, Nigeria etc., the

company made a breakthrough

in difficult markets such
UAR, the USSR, Italy, Poland
and Hong Kong. Exports t0
these new markets amounted to
Rs 176 lakhs.

Gross profit before interest
and depreciation amounted to
Rs 548 lakhs as against Rs 532
lakhs in 1974.75. The pre-taX
profit, however, declined to
Rs 162 lakhs from Rs 179
lakhs. The directors have
recommended an equity divi-
dend of 10 per cent for 1975-76.

The research and develop-
ment department of the com-
pany has made a major con-
tribution towards developing
new products such as cotton
liner fabric for the rubber
industry which was hitherto
imported, dipped rayon cord

for scooter tyres and ﬁrepl'O‘}_;'

canvas for defence. Sales ©
new products amounted tO
Rs 145 lakhs.

The company is planning to
diversify into light engineering
and as a first step has acquired
land in Bangalore for setting
up a unit to produce dye SPI-
ings. The factory is scheduled
to commence commercial pro-
duction by February 1977. The
company is also applying for
a licence to manufacture minia-
ture high precision dyecast
parts from zinc or plastic.
The company hopes to com-
mence export of garments next
year.

The company’s new year
has started on a promising-
note. Sales during the first
quarter are 40 per cent higher
than during the corresponding
period of last year, The sales
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during the year are anticipated
to be 25 per cent higher than
that of last year. The full
impact of 50 per cent increase
in capacity in industrial looms
will be seen during the current
. Year, Thecompany has com-

%} menced printing of fabrics both

cotton and carbonised poly-
ester shirtings, The company’s
Performance in the export field
during the first three months
has been quite encouraging.
The company has in hand
export orders for over RS 8
crores.

The benefits of the merger

of Madura Mills and Coats
are now beginning to show
and the restructuring of the
company on profit centre lines
from the beginning of this
month should pay dividends.

NMM International

In line with the latest inter-
nationa] trends, a consortium
for export of textile mill pro-
jects and machinery has been

-gformed by three,lcading textile

“machinery manufacturers, viz.
National Machinery Manu-
facturers Limited, T. Maneklal
Manufacturing Co Limited
and AT.E. Pvt Limited. The
export consortium has been
formed under the name and
style of NMM International.

NMM International is fully
geared to render such services
as preparation of feasibility
and techno-economic studies
for setting up of textile mills;
planning of complete textile
spinning, weaving and pro-
cessing projects; offering and
selecting complete range of
textile machinery and all auxi-
liary services and equipment;
erecting and commissioning of
equipment supplied;
training of customers’ per-
sonnel; designing and super-
vision of civil engineering
work; designing and super-
vision of installation ot utility
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services such as aircondition-
ing, humidification plants, elec-
tric power lighting facilities,
fire fighting installations and
total process Ppiping; and
assisting in management of tex-
tile mills, in respect of textile
technology as well as general
mill management.

The consortium will also
undertake export of machinery
and accessories manufactured
by other textile machinery
manufacturers on an individual
basis, and generally act as an
export house for exporti.ng
textile machinery, accessories
and other engineering goods.

Hindustan
Teleprinters

Despite drastic power cuts
and other handicaps the
turnover of Hindustan ~Tele-
printers Ltd during 1975-76
reached the record figure of
Rs 489 lakhs, as compared to
Rs 366 lakhs in the previous
year. The gross profit too shot
up to Rs 109 lakhs, registering
a sharp increase of more than
45 per cent over 1974-75. The
net profit increased from Rs 29
lakhs to Rs 54 lakhs. A divi-
dent of 12 per cent was declar-
ed for the year, as compared to
eight per cent last year.

During the year, the com-
pany produced 5857 units of
teleprinter machines, record-
ing an increase of 16.5 per cent
over the previous year while the
value of the production of
spares increased by 31 per cent
to Rs 75 lakhs.

The Research and Deve-
lopment Wing of HIL has
made significant advancement
by developing bi-lingual telei
printers i.e., English/Devnagarl
for the home demand and
English/Korean for export
market. The development work
on Devnagari electric type-
writer is now in progress. For
the defence services, complete

system on turn-key basis has
been successfully developed
and installed.

The HTL will be entering
into the new line of production
i.e., electric typewriters, with
a target of 1000 numbers
during 1976-77. The produc-

tion of teleprinter machines
will be stepped up to 7500 units
and the value of spares is ex-
pected to reach Rs 100 lakhs.
Regular production of new
items developed by the R & D
wing will also be taken up
for production, which include

Department of Atomic Energy

On behalf of the President of India, the Director, Directorate of Pur-
chase and Stores, Department of Atomic Energy, Bombay invites tenders

as detailed below :
(1) DPS/HWP/PPF,541 duc on

17.11.76. Supply of Carbon Steel

Fittings as per Purchaser’s tender specifications.

(2) DPS/PPED/PPF/901 due on 25.11.76. Supply of Bellow sealed globe
control valve (Pneumatic Diaphragm Operated) as per purchaser’s tender

specification.

(3) DPS/RRC/ENG/170 due on 15.11.76' Springs for Pipe Support
hangers as per drawing and tender specifications. 1591 Nos.

{(4) DPS/BARC/CAP/2234 due on 30.11,76. High precision combined
2-high/4-high hot and cold rolling mill, reversible with front and rear
work tablcs, as per purchaser’s specification—1 No.

. (5) DPS/NAPP/PPED/PPF/39 due on 26.11.76. Supply of High pressure
bellows s:aled instrument shut off valves and three valve manifolds.

(6) DPS/NAPP/PPED/CAP/19 due on 10.11.76. Design, manufacture
assembly, testing, supply and guarantce of air drying plants, capacity’

20MM3/min (700 SCFM) complete with all accessories

for Narora Atomic

Power Project Unit 1 & 2, as per purchaser’s tender document. 3 Nos.

(7) DPS/NAPP/(PPED) CAP/20 due on 11.11.76. Design, manufacture

assembly, testing, delivery and guarantee of electric

motor driven non

lubricated air compressors, capacity 14.86 NM3/min {525 scfm) with all

accessories for Narora, Atomic Power Project Unit |
ser’s tender document and drawings—6 Nos.

(8) DPS/BARC/R-5/FAB/25 due on 15.11-76,
drawings, manufacture, inspection, testing, packing a

& 2, as per purcha-

Preparation of sho
nd delivery at R-g

Project Site, Bhabha Atomic Research Centre, Trombay of Outer Deck Platc

Assembly as per Purchaser’s tender document and

Assembly.

(9) DPS/RRC/FAB/148 duc on 17.11.76. Preparation of s

drawings, Qty : 1

hop drawings,

supp?, manufacture, inspection, testing, .assembly, crating, guarant
delivery to Fast Br'eeder Test Rcactpr Site, Kalpakkam, Tgargil Ne[;.ldeuegtr‘1 g
set of four decay pits, one intermediate shicld block and Rack for Plugs
as per Purchaser’s Tender document. Qty. 1 No.

(10) DPS/RRC)[FAB/139 due on 22.11.76.

of Dry Type Shie

Manufacture and supply

ding Glass Windows for alpha, beta, gamma lead cells of

the following types as per Purchaser’s specification and drawing.

Type—-I
Type—II

Q!y. 5 Nos.
1 No.

Tender documents priced Rs 20/- each for itemsat S. No. 1 &2
Rs 30/- for items at S.No.3, Rs40/- for items at S.No. 4, Rs 50/-

for items at S.No. 5 and Rs 100/- each for
of contracts
items at S.No. & 9 and 10 can

and General conditions

r items at S.No.6 to 10
priccd Rs. 0.50 except for
be hid from the Finance and

Accounts Officer, D:ptt, of Atomic Encrgy, Dircctorate of Pur

Stores 3rd floor, Mohatta Building, Palton Road, Bombay-400 ooxc.h@:fw?éﬁ
10 am. to 1 p.m. on all working days except on Saturdays. Tender
documeants and General conditions of contracts will be issyed upto 23.1 1-76
4-11-76 and 5-11-76 for items at S.No. 4, 6and 7 respectively. Import licence

will be provided except for items at S.No. 8

& 9 only if the items are not

available indigenously. Tenders will be received upto 3 p.m.
date shown above and will be opened at4 p.m. on the psame°ﬁ;§‘f%‘ﬁ§
right is reserved to accept or rzject lowest orany tenders in part or full

without assigning any reasons,

davp 645 (249) 76.
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data modems, outlet testers,
error voltage counters etc.

Kothari (Madras)

Kothari (Madras) Ltd made
a right issue of 14,80,000 equity
shares of Rs 10 each at par in
order to finance its caustic
soda project, costing Rs 16
crores. The total equity capital
of the company is Rs 2.23
crores. For this project, the
company is to raise a total
equity capital of Rs 278 lakhs
consisting of 27,80,000 equity
shares of Rs 10 each and the
balance to be availed of by way
of term loans from financial
institutions and banks to the
extent of Rs 1150 lakhsand
the balance by way of internal
generation  amounting  to
Rs 172 lakhs.

The company had proposed
to raise the equity capital of
Rs278 lakhs in two stages—
one by issue of 14,80,000 equity
shares of Rs 10 each at par as
right issueand the balance of
Rs 130 lakhs —consisting of
13,00,000 equity shares of
Rs 10 each at paras public
issue.

Against the right issue, the
company had received applica-
tions for shares of the value of
Rs 195 lakhs consisting of
19,50,000 equity shares of
Rs 10 each, payable at Rs 5 per
share on application and the
balance in two equal instal-
ments as and when calls are
made.

The applications referred fo
above have been received both
from the sharcholders and also
from others. The response had
been overwhelming and it was
mainly due to the company
having entered into an agree-
ment for procurement of shares
with the Investment Trust of
India Ltd, who in turn, had
made arrangements in the
nature of sub-underwriting with
some of the lcading commer-
cial banks like Central Bank
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of Inda, Bank of Baroda,
United Commercial Bank,
Vysya Bank Ltd, Bank of
Maharashtra, etc.

The excess applications re.
ceived were for 4,70,000 shares
and because of this response,
the company had applied to
the Controller of Capital Issues
for permission to allot shares
by ‘Private Issue’ consisting of
8,00,000 equity shares of Rs 10
each at par, payable in the
same proportion as that of
right issue and thus reduce the
public issue of Rs 130 lakhs to
Rs 50 lakhs only.

The sanction has been re-
ceived from the Controller of
Capital Issues, to allot shares
by private issue of the value of
Rs 80 lakhs within a priod of
six months i.e. before March
1977 and the shares should be
fully paid up before August
1977.

This will enable the company
to allot the excess shares viz,
4,70,000 equity shares and the
balance to make it 8,00,000
equity shares will be completed
on the basis of applications as
and when received by the com-
pany.

These fresh shares that will
be subscribed for and allotted
by the company before the
closure of register of members
for the purpose of payment of
dividends for the financial year
ended June 30, 1976 would be
eligible for dividends on the
same basis as the present equity
capital of the company, in
proportion to the amount paid
up on the shares.

News and Notes

The new deposit scheme of
Syndicate  Bank, ‘Suraksha
Deposit Scheme’ which pro-
vides a janta personal accident
insurance policy to the deposi-
tor was launched with the
signing of an agreement by Mr
K K. Pai, chairman of Synd;.
cate Bank and Mr Ashok

Goenka, chairman of ihe
United India Fire and General
Insurance Co Ltd, at a cere-
monia] function held a Manipal
on October 6.

The scheme is one where the
customers between the age
group of 16 and 60 years need
not pay the premium for the
personal accideit insurance
but need deposit only a sum
of Rs 500 for 61 months, which
besides getting them the usual
bank rate of interest, also se-
cured for each of them a per-
sonal accident policy for

Rs 10,000. The policy will be_

issued by the bank on behalf
of the insurance companies
without such formalities as
prior medical-check up etc.

New Issues

Damodar Bulk Carriers Ltd
is offering 9,49,830  equity
shares of Rs 10 each for cash
at par to the public for subs-
cription. The subscription list
for this fully underwritten issue
opened on October 18 and will
close on October 30 or earlier
but not before October 20. The
company was promoted in 1965
by V.M. Salgaocar and Brother
Pvt Ltd, Goa, a company of

British India Steam Navigation
Company Ltd, a company of
the P and D Group, London.
The company is carrying on the
business as shipowners and
ship charterers and as transpor-

ters of bulk cargo. In addition ,

to owning and operating i

own bulk carriers, the company
also takes on charter, from
time to time, when market con-
ditions warrant, bulk carriers
to carry bulk cargo from India
to countries abroad. Further
the company also operates a
passenger-cum-cargo vessg?l
M.S. Daman to West Asia
(Gulf) ports.

The company has also en-
tered into an agrcement with
Hindustan Shipyard, for the
construction of multipurpose
vessel of the Pioneer Class of
21,610 dwt at a cost of Rs 9.26
crores. The vessel is expected
to be delivered to the company
in March 1977. With the ac-
quisition of this vessel, t.he
company’s operating capacity

will increase from the presen}*r—«,

228,633 dwt to 250,243 d

The company proposes to -ex-
pand its fleet of bulk carriers
to meet the increasing demand

the Salagaocar group and for carriers.
Dividends (Per cent)
Name of the Year ended Equity dividend
company declared for
Current Previous
year year
Higher Dividend
Madras Safe Deposit June 30,1976 20.0 10.0
Kaycee Industrics June 30,1976 8.0 7.5
Blundell Eomite June 30,1976 140 120
Tata Chemicals June 39,1976 17.0 16.0
Kalpetta Estates April 30,1976 200 = 35
Thana Electric Supply March 31,1976 17.0 15.0
Frick India March 31,1976 120 6.0
Same Dividend )
Modi Spg. & Wvg.
Mills April 30,1976 18.0 18.0
Reduced Dividend
Sundaram Textiles March 31,1976 12.0 15.0
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MINISTRY OF DEFENCE
INDIAN ORDNANCE FACTORIES

"General Managers of the following fa_cto.ries invite separate sealed
tenders/applications for supply of the following:

ORDNANCE FACTORY, BHUSAWAL:

__Procurement of steel tube ERW 54 MM OD x 1.6 11\"Moﬁl‘)i°}7";727'2 txh?
Fength of 3 Metres—4800 and Steel tubing ERW/Seamless No. OFB/MISC/
M thick wall in the length of 345 MM as per Drawing .
298&31?:11;%2& 16.11.76. Tender forms available @ Rs. 2/- by crossed
Postal Orders upto 15.11.76.

CORDITE FACTORY, ARUVANKADU (NILGIRIS): Tonder
Sodium Hexa-Meta Phosphate Chemically Pt;re. ‘KgS- 980. Ten
forms available upto 27.10.76 on application free of cos!.

AMMUNITION FACTORY, KIRKEE. POONA-3:

)i pking oy P i, N 00 AL
i ain. . -
Kg?tﬂlilse.s 51?2) Bé?(])(:ure Nozzle (for Rocket Practice 3.5 IN 1B) Drg. Pt.
No. IR x 46 DCI 31356-A. .
. Closi);g date: 19.11.76 for item 1 & 2; 2_3.1].7'6 t;(l)srzl;en}cgr%:rh 2356
Tender forms available @ Rs. 32/- for item 1; - foritem 2,3, 5, 6
& 7and Rs. 8—for item 4, by cash or Money Order. Ap7% lf(‘:a:li(:;l;x 3
forms should reach by 5.11.76 for item 1, 2 & 3; 30.10.76 fo .

ORDNANCE FACTORY, BHANDARA: -
: i d with 609

18/688/RM/BF: Lime Unhydrated wit
Calgil)mT(.);I(\iIc(l)é (ﬁy {wseps/ggpli/ed at Ordnance Factory Bhandara site in truck

oy SP/3015/699/RM/BF: Potassium Nitrate Grade-L. Q.

B lythene for packing as
18/746/RM/BF: Bag Polyt

per(%l'gT'NI:I)o. (I;\lé{?.sg// I{?C/4/6, Thickness 0.1802 mm/700 gauge. Qty. 4,044

Nos.

: (;‘) T. No. SP/3018/Cap/31: Plastic Extrusion machine for extruding

sleeves, 1 No.
(3 T. No. SP/3018/Cap/32:
(6) T. No. SP/3018/Cap/33: Injectior
Closing date: 30.11.76 for item 1 ;

for i . .
" Tonder forms vl @ Rs 2 e et 36 by “Cron of Money
i . j ; 20.11.7 , ; K

g?cﬁ:? ’ ggl; ! '7%g;é;e%g&er coupon should be superscribed with Tender

Number.,
R , ISHAPORE;
IFLE FACTORY, I x 30 mm x 3 mm). Specn;

Rolied Steel Tee Bar (ISNT-30) (30 mm 3 s date
- ification; 18-226/69. Kgs. 8,760.
{I;-Sl%-l"?.l ?rse7r{d§::'eeflotr9nfsp g(\:(lai?ablle @ Rs. Sby crossed Postal Orders and not

by M.O. upto 25.11.76.
ORDNANCE FACTORY, DEHRADUN;

(1) T. No.PR/OFD/L/87: StandCISnstsrélsmggéethzpzli?3;sN%<;1: drg.
N e it andgl');?ec(t Pr%sm ‘Assembly (complete) to drg.

2) T. . PR/OFD/L/88:

No.(I)RDE-?BOISA-l/ for Episcope Tank No. 7. Qty 600(1;1::15‘;it Dio Casting
f ) T No. PR/OED/%”:OI()?%/%%%“&I&] ?&%’Nos. (yb) Aluminggrgl
0 rg. No. 544. Qty. .
Alﬁgrog});alw‘/?tf; algige(rlastég for Body Right as per drg. No. ODD/C/
Qt}'(-4.;)00% I‘1{?3 "PR/OFD/L/94: Tray Telephone without Strap Webs (item
No.4 & 5)as Drg, No. V340—6142—1200. Qty. 771 Nos. 0
(5) T.No. PR/JOFD/L/106: Bulb Miniature as per Drg. No.

ty. 2050 Nos. ' ) .
103(36)SA1T 91%%551\:@2)51:%7115'1(%:’/ Mild Steel Sheet 18 (1)3% (125 MM) thick
Size 8 x 47 to specn; IS-1079 Gr. ST-42-1079. Qty. 4050 Kes. =\ 0o

Tender forms available @ Rs, 10], c22h K0, [ SO%C% o 12,1176
icati o A1,
forecations for tender o e 20.11.76 for item 5 and 30.11.76 for
iteme, =
“ORDNANCE FACTORY, KHAMARIA, JABALPUR: N
(1) Timber Mango Planks Kiln Seasoned & Pressure Treate

16 . ¢
102 mm x 1.3 m and up in unplanned condition., Spec; 153306 of 157
supplementary schedule No: CIGS/SS/53(). ide specn: BS-1178. Unit:
(2) Lead Strip 2 mm thick x 50-:0.635 mm wi :

2400 Kgs.

Mixing/Kneading Machine-1 No.
jecti ulding Machine. 1 No.
Injectloné\ggz'% gfor item 3; 30.12.76
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(3) Doosootee Scoured 91.44 CM Wide to Specn: IND/TC/0158(c).
Unit; 7300 Metres. . .

Closing date 29.12.76 for item 1; and 5.1.1977 for item 2 & 3.

Tender forms available free of cost on application upto 22.1i.76.

GUN CARRIAGE FACTORY, JABALPUR

(1) T.No. 76/442/56A: Saddle Base to drg. No. GCF MN 3272.
75 Nos.

I(‘12) T. No. 76/440/56B: (a) Wolf Flexible shaft grinder FF 2 (Make
Wolf or similar)—15 Nos. and (b) Wolf Portable heavy duty electric hand
grinder 150 mm capacity type GQ-6 (Wolf or similar)—24 Nos. .

(3) T.No.76/441/56B: Filter Bench Vices hardened and ground jaws.
(a) Capacity 150 mm—90 Nos. (b) Capacity 200 mm; IS 2586—1964.
Nos. 14.

(4) T. No. 76/225/56A: Steel Round to specn. DEF 13 B group 6 or
BS 970 EN 32A, B or C(a) 132 mm dia x standard length—4 M.T, (b) 120
mm dia x std, length—12 M.T.

(5) T. No. 76/226/56A: Steel round to specn DEF 13 B group 3 or BS
970 EN 8: (a) 158 mmdia x in standard length—8.50 M.T. (b) 152 mm
dia x in std. length—12 M.T, ] .

Closing date: 16.12.76. Tender forms available @ Rs. 5 each by postal.
orders upto 15.12.76.

SMALL ARMS FACTORY, KANPUR: &

(1) T. No. 3037/SAF/253/OT/PV: Steel round 30 MM dia to specn; ]
AISI-410, M/T: 3. . . .

(2) T.No. 3037/SAF/254/OT: Silver Brazing Alloy (W/O Nickel)
Rods and foils in various thickness and sizes (4 items) to specn: IS: 2927—
1964—Gr. BA-CU Ag.-10. Total requirements: 245 Kgs. of 4 sizes com-
bined. :

(3) T.No. 3037/SAF/251/OT/PV: Forging of Blanks for washer for
Grooved nut as per SAF sketch No. TU/669*1. Nos. 8650.

(4) T.No.3037/SAF/252/OT/PV: Float Rectifier specn: Input—200-
250 volts AC-1 50/C/S Output—Float 50-4-52-8 VDC 10 Amps. Boost 62-4
VDC 10 Amps with Automatic stabiliser for DC. No. 1.

(5) T. No. 3037/SAF/250/OT/PV: Traction Battery type 40 TPG 4 D,
80 V 161 Amps. H.R.C. at 5 hours rate for Bulgarian Battery Truck. 3 Nos.

Closing date; 7.12.76 for item 1& 2; 14.12.76 for item 3; 17.12.76 for
item 4; and 31.12,76 for item 5.

Tender forms available @ Rs. 20 each item upto 13.11.76 for item 1 & 2;
20.11.76 for item 3 & 4 and 3.12.76 for item 5 by crossed Postal Orders or
Bank Draft.

ORDNANCE EQUIPMENT FACTORY, KANPUR:

(1) T.No, PV/607: Cord Cotton 6 MM blue specn. No. IDN/TC/
0282(g). Kgms. 2000.

(2) T. No.PV/606:
Kgms. 10360.

(3 T. No.PV/516/RP: Leather buffalo vegetable TD. Butt pieces size:
406.4 mm x 406.4 mm or 279.4 mm x 584.82 mm. Specn. No. IS: 579—1962.
Kgms, 40,000.

(4) T.No.PV/526/RP: (a) Leather Buffalo Vegetable TD side Sole
thickness 4.47 mm x 5.3 mm. Kgms, 8463. (b) Butt pieces size 406.4 mm x
406.4 mm or 297.4 mm x 584.82 mm. Kgms. 35000. Specn. No. IS: 579—
1962 for both items.

(5) T.No.PV/517/RP: Leather Buffalo Vegetable Tanned Butt pieces
size 406.4 mm x 406.4 mm or 279.4 mm x 584.82 mm. Kgms. 1798. Specn.
No. IS: 579—1962,

(6) T.No. PV/527/RP: Leather Buffalo Vegetable TD butt pieces
size: 406.4 mm x 406.4 mm or 279.4 mm x 584.83 mm. Specn. No. IS: 579
1962, Kgms. 35000.

Closing date: 18.11.76 for item 1 & 2; and 25.11.76 for others. Tender
forms available @ Rs. 5/- each.

\

Line coir 6 mm CIR specn. No. IND/TC/2320(b).

NOTE: Further particulars, and specifications etc. will be supplied
alongwith tender forms. Separate applications required for each item.
Tender fees are non-refundable. Further particulars may also be seen in
Indian Trade Journal, Calcutta.

CORRIGENDUM

ORDNANCE EQUIPMENT FACTORY, KANPUR;

. T. No. PV/27/516, PV/[27/517/RP, PV/25/526 and PV/27/527-RP adver-
tised earlier vide davp advt. No. 685(144)/76 may be treated as cancelled.

davp-685(171)/76
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Foreign collaborations

THE MINISTRY of Industry
approved 134 applications for
foreign collaboration during
the six months from October 1,
1975 to March 31, 1976, Selec-
tive approach of foreign colla-
boration has been the govern-

ment’s policy during the past
one year. It is permitted in
the fields of high priority and
in areas wherethe import of
foreign technology is consi-
dered absolutely necessary,
For non-essential purposes, the

RECORDS

AND

STATISTICS

import of technology is consi-
dered on merits if the proposals
are export-oriented.

The countries with which
foreign coilaboration arrange-
ments have been approved are:
Belgium, Czechoslovakia,

Federal Republic of Germanyy

France, German Democrati¢
Republic, Italy, Japan, Luxem-
bourg, Romania, Sweden,
Switzerland, the United King-
dom, the USA, Australia, Hol-
land, Hungary and Yugoslavia.

List of Foreign Technical/Financial Collaboration Cases Approved by the Government of India During October-December 1975

Name of the foreign collaborator

Item of manufacture

3

4

Sl. No. Name of the Indian company
1 2
1. M/s. Modella Woollens Ltd.,
Bombay-400 020
2.
3. M/s. Hindustan Machine Tools Ltd.,
Bangalore-560 052,
4. M/s. Neyveli Lignite Corporation Ltd.,
Tamil Nadu
*5.(F) Shri C. C. Sheth, Bombay-69
6. Shri Ramesh Ramdas Sharma,
Bombay-400002
7. M/s. N.G.E.F. Ltd., Bangalore-560038
*8.(F) ShriR. Bhandari, New Delhi
(Composite case)
9. M/s. Suri and Nayar Limited,
Bangalore-560048 (Composite case)
10. M/s. The Mysore Lac and Paint Works
Ltd., Mysore
11.(F) Shri R. Sampath, Coimbatore-9
12. M/s. Indequip Engg. Limited,
Ahmedabad-2 ~
13. M/s. Central India Machinery Manufac-
turing Co. Ltd., Gwalior
14. M/s. Central India Machinery Mfg.
Co. Ltd., Gwalior .
15. M/s. General Electrodes & Equipment |
Ltd., Bombay
16. Shri M. V. Gokarn, Bombay-400007

INDIA--BELGIUM

M/s. Houget Duesberg Bosson,
Belgium.

M/s. Doongursee & Sons, Bombay-400001 M/s. Diamant Boart, Belgium,
INDIA—CZECHOSLOVAKIA

INDIA—FEDERAL REPUBLIC OF GERMANY

17.(F) Shri P. G. Shukla, Bombay-400020

BASTERN ECONOMIST

M/s. Motokov, Czechoslovakia

M/s. Clouth of West Germany

M/s. J. S. Steadtler Nurnberg, F.R.G.
M/s. Otto Ruettgers, F.R.G.

M/s. AEG-Telefunken, F.R.G.

M/s. Rausch and Pausch BELB,
West Germany.

M/s. Voith Getriecbe KG of West
Germany

M/s. AEG Isohis, F.R.G.

M/s. Bartholomy Paper Conversion
Machineries Pvt. Ltd., F.R.G.
M/s. Schubert and Salzer, F.R.G.

M/s. Karl Mayer Textile Maschinen-
fabrik, F.R.G.

M/s. Lindauer Dornier Geselischaft,
F.R.G.

M/s. Griesheim GmbH F.R.G.
INDIA—FRANCE

M/s. Auxim S.A. Paris IX, France

M/s. Cyclam, France
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Woollen textile machinery.

Industrial diamond tools etc.

Hydraulics for Zetor tractors

Reconditioning of the rubber belts

Drawing instruments
Surgical Detachable Scalple Blades) 4
)

Thyristor Convertors for industrial
controls and system engineering for
electrical equipment for steel mills,
process lines etc.

Industrial Relays

Instantaneous Reversibility transmis-
sion for locomotives

Insulating varnishes

Carbon/Ribbon Coating Machines

Worsted Frames, Speed Frames, Com-
bers and High Speed Draw Frames

Automatic winding machines

Shuttleless looms

Welding electrodes.

A

Hand operatedlpipeline valves & cocks
Rotary Mechanical Shaft Seals
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2

3

4

18.
19,

20.
»

k)

21,

22,

23.

24.

*25.(F)

26.
27.

28.

29.
*30.(F)
“aLE)

*32.(F)
%33,

34,

*3§.

36.
37.

38.

- 39,

M/s. Bihar State Industrial Develop-
ment Corporation Ltd., Patna-1

M;/s. Pearey Lal & Sons Pvt. Ltd.,
New Delhi-110001 o

M/s. Larsen & Toubro Lnr.uted,
Bombay-400035 (Composite case)

M/s. National Machinery Manufac-
turers Ltd., Bombay-400020

M/s. Apollo Tyres Limited, New Delhi.

M/s. Pechinery Ugiene Kuhlmann,
France.

M/s. Louis Zhendre, France

M/s. ALBERT S. A. France

M/s. SACM, France

M/s. Kie-ber Colombes (ii) Hutchin-
sen, MAPA, France.

Graphite electrodes and anodes
Air conditioning and refrigeration

equipment for transport
Compaction equipment

Open End Spinning Machines

Rubber conveyor beltings etc.

INDIA—GERMAN DEMOCRATIC REPUBLIC

M/s. Indian Dairy Corpor'ation,
Baroda-390005 (Composite case)
Shri K. K. Navada, Calcutta

Shri A. Hafeezur Rehman,
Madras-600003 (Composite case)
Shri R. N. Doshi, Bombay-400019
M/s. Flomore Private Ltd.,
New Delhi-110001
M/s. Jay Engg. Works Ltd.,
New Delhi-110001.

M/s. Alfred Herbert (India) Ltd.,

Calcutta-1 »
Shri B. V. Mehta, Bombay-13

Shri B. 'V Mehta, Bombay-13

Shri B. V. Mehta, Bomb'ay-13

M/s. Bhavnagar Potteries Ltd.,
(Gujarat) . .

M/s. Transwel Chains (India) Ltd.,

Delhi-110006 .
M/s. Travancore Titanium Products

Ltd., Trivandrum .
M/s. Transformers & Electricals Kerala

Ltd., Kerala.

M/s. Hindustan Steel Ltd., New
Delhi-1.

M/s. Engineers India Ltd., New Delhi.

My/s. Atlas Copco (India) Ltd.,
Bombay-400002.

M/s. The Mysore Kirloskar Ltd.,
Harihar (Karnataka State)
(Composite case)

EASTERN ECONOMIST

M/s. VEB Kyfthaserhotte Artern,

G.D.R.
M/s. VEB Transformer Torenwerk,

G.D.R.
INDIA—ITALY
M/s. Spettibile Calzutrificio Madras,

Italy
M/s. Mole Mab, Ttaly
M/s. Riva Calzoni, Italy

M/s. Union Resurgo S.P.A., Italy,

INDIA—JAPAN

M/s. Mitsubishi Heavy Industries
Ltd., Japan

M/s. Okura Fishing Corporation,
Japan

M/s. Amican Fish Net Mfg. Co.
Ltd., Japan

M/s. Mikimota, Japan

M/s. Narumi Chinaware Corpora-
tion, Nagoya, Japan

M/s. Pulton Chain Co., Japan

M/s. Ishihara Sangyo Kaisha Ltd.,
Japan
M/s. Hitachi Chemical Co. Ltd.,
Japan
INDIA—LUXEMBOURG
M/s. Tor-Isteg Steel Corporation,
Luxembourg.
INDIA—ROMANIA
M/s. Romconsult, Romania.

INDIA—SWEDEN
M/s. Atlas Copco NCTAB, Sweden.

INDIA—SWITZERLAND

M/s. Revue Thommen AGCH-4437
Waldenburg, Switzerland
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Dairy Machinery

Current & Potential Transformers

Leather shoes

Abrasive grinding wheels
Butterfly valves

Fuel Injection Equipment and Com-
ponents.

Tyre Machinery
Deep Sea Fisheries
Fishing Nets

Pearl Culture
Porcelain Tableware

Precision Roller Chains above 5/8"
pitch
Synthetic Rutile

H.T. Porcelain Insulators.
Torkari reinforcing steel

Checking and review of process
design in respect of BRPL’s Kero-
sene Treating Unit.

Aqua Rigs and Mechanised Drilling
Equipment.

Thread. rolling machines
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3

4

41.

*42.
*43.
*44.

45.

*46.

- 47.
48.
49.

50.

*51.(F)

*52.(F)
53.
54,
55.
56.

*57.

58.

59.

*60.

*61.

62.(F)

63.

M/s. BHEL, New Delhi-110001

Shri B.C. Kapur, Safdarjang Enclave,
New Delhi

M/s. Apex-Monnin Industries,
Karnataka State

Shri D. A. Bhiwandiwalla, Bombay

M/s. Dagger Forst Tools Limited,
Thana, Maharashtra (Composite case).

Shri N. K. Joshi, M.Sc. M/s. Kabbur
Industries (P) Ltd., Bombay-400001
(Composite case)

M/s. Steel & Allied Products Ltd.,
Calcutta-23.

Shri Pradip Kumar Mukherjee, Totter-

down St., London SW 17

M/s. Tensile Steel Ltd., Bombay-400018

M/s. West Bengal Industrial Develop-
ment Corpn. Ltd., Calcutta-700001

Shri K. N. Khanna, Greater Kailash 1T,

New Delhi-110048

Shri B. Kohli, Greater Kailash-I,
New Delhi-110048.

M/s. Usha Rectifier Corpn. (I) Ltd.,
Faridabad

M/s. Orient Polymers & Synthetics Ltd.,

Calcutta-16

M/s. General Electric Co. of India Ltd.,
Calcutta-13

Shri R. C. Malhotra, Equipment,
Calcutta-13

M/s. El-Meister,
Jamshedpur

D’Costa Mansion,

M/s. Power Centre Electricals and Elec-
tronics, Madras

M/s. Shandilya Chemicals (P) Ltd.,
Bombay.

M/s. Union Carbide India Ltd., New
Delhi-110001 (Composite case)

M/s. West Bengal Electronics Industry
Devn. Corpn. Limited, Calcutta-700020
(Composite case)

M/s. Tamil Nadu Industrial Develop-
ment Corpn. Ltd., Madras-2 (Com-
posite case)

M/s. Dorr-Oliver (I) Ltd,,
Bombay-400093

EASTERN ECONOMIST

M/s. Sulzer Brothers Ltd., Switzer-
land.

M/s. Saphir, Switzerland
M/s. Monin Freres, Switzerland

M/s. ADI Corpn. Ltd., Switzerland
INDIA-—-UK.
M/s. W. Forst Engineers, U.K.

M/s. Advance Electronics Ltd.,
England (U.K.)

M/s. Firth Brown Tools Ltd., U.K.
M/s. Gelman Hawksley, U.K.

M/s. GKN Somerset Wire Ltd.,
UK. '
(i) M/s. Lamp Metals Ltd., U.K.

(ii) Fabrique De Lampes Glueh,

Switzerland.

(iif) Badalex Ltd., UK.

M/s. International Sports Co. Ltd.,
UK.

M/s. Prestwick Circuits Ltd., Scot-
land (UK.)

M/s. Associated Electrical Industry,
UK.

M/s. Cray Valley Products Ltd.,
UK.

M/s. General Electric Co. Ltd.,
London (U.K.)

M/s. Dunlop Limited, London

M/s. Matthey Printed Products,
Burslem; Stock-on-Trent, ST 6
3AT England

M/s. Auto Diesel Braby Ltd., UK.

M/s. Polymer Technical & Econo-
mic Services, U.K.
INDIA—U.S.A.
M/s. Kurt Salmen Associates Inc.,
New York, U.S.A.

M/s. Optel Corporation, U.S.A.
M/s. Coyne International, U.S.A.

M/s. Dorr-Oliver Incorporated, Stam-
ford, U.S.A.
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High Duty Control Valves including
associated bypass and pressure
reducing system for 200 MW ther-
mal power plant

Electronic Watches

Precision machine screws (micro

SCrews)
Gaur Gum products and its derivatives

Gauges

Metalised plastic film capacitors

Hot Saws and Segmental Saw disc
Haemacytometer
Pre-stressed concrete stabilised strands

Filament Wires & Coils

Tennis Squash & Badminton Rackets
and Frames

Printed Circuit Board

High Power Silicon Diodes/SCRS

Resins

Swifchgear

Hydraulic high pressure and special
hoses as 100 PSI and above

Silver mica capacitors

Silenced Diesel Generating Sets

Bonding agents.

Readymade garments

C-MOS/LSI Chips and Wafer Assem-
bly for Electronic Watches

Gas cylinders

A

Designing, supplying and installing

chemical and other plants and
equipments
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3

4

s

7

64.
65.
§6.
67.(F)

*68.
69.
70.
71.

*72.(F)
73.

*74.

*75.(F)
76.

77.
».

*79.
*80.

Shri Gautam Kanoria, Tukaram Bhisaji
Kadam Path, Bombay-400 033

Messrs. Larsen & Toubro Ltd., Ballard
Estate, Bombay-400 001

M/s. G. Chakravarty, Calcutta-700 075

Shri Pradip Kumar Daga,
Calcutta-700 001 .

Shri Ramesh Chetal Borla Society,
Chembur, Bombay-400074 ‘

M/s. W. S. Insulators of India Ltd.,
Madras-600 002

M/s. Precision Machinery Co. (Pvt.)
Ltd., New Delhi-55

M/s. Batliboi & Company Pvt. Ltd.,
Forbes St., Bombay-400 001

Dr. S. G. Chandra, Bangalore-560004
(Composite case) -

M/s. Electrosteel Castings Ltd., Orissa

Indian Rare Earths Ltd., Mabharishi
Karve Road, Bombay-400 020

Shri Purshottam Maheshwari, New Dc?lhi

M/s. Feddington Chemical Industries
(India) Bombay-400 038 '

Shri V. Ramanathan, Madura1—625902

Shri K. C. Sethi, Niharika, Alipore
Road, Calcutta-27

M/s. Arora Plastics (P) Ltd., Bgmbay

Shri Virendra Sibal, New Delhi.

81.(F) M/s. Tamil Nadu Industrial Develop-

ment Corporation Ltd.,
Madras-600 002.

M/s. Wisconsin Centrifugal Inc.,
905, U.S.A.
M/s. Whiting Corporation, U.S.A.

M/s. ELI Sandman & Co., U.S.A.
M/s. Deublin Co., U.S.A.

M/s. A.M. Goldstein By-Products
Inc., U.S.A.

M/s. Westinghouse Electric Corpora-
tion, U.S.A.

M/s. Colt Industries International,
U.S.A.

M/s. Barber Colman & Co., U.S.A.

M/s. Seacor, U.S.A.

M/s. United States Pipe and Found-
ry Co., US.A.

M/s. Bentlite Corpn. of America,
U.S.A.

M/s. Multi Resources
tional Corpn., U.S.A.

M/s. GSP International U S.A.

M/s. Inchem Licensees N.V. Guern-
sey Channel Islands

M/s. Photochem Industries, U.S.A.

M/s. Cresby Chemicals Inc., U.S.A.

Interna-

M/s. Harbro Industries Inc., U.S.A.
M/s. Sheller Globe Corpn., U.S.A.

INDIA—YUGOSLAVIA
M/s. Fabrika Odlivaka Belgrade,
Yugoslavia.

Centrifugally cast alloy steel cast-
ings

Evaporator & Crystallizer Plants

Fibre Glass Impregnated Dies for
Grinding Wheels

Rotary Unions

Ossein & Dicalcium Phosphate

Power Factor Correction Capacitors
Weighing Equipment

Automatic Spoolers

Plastic Film Capacitors

Spun ductile iron pressure pipes

Synthetic rutile hitox and iron oxide

Glass to Metal Seals
Metal processing compounds

Chemically milled components
Polyamide resins and dimer acid

Plastic educational/mechanical toys
DC permanent magnet & serices
wound field F.H.P. motors.

Cylinder blocks and heads and cam-
shafts and grey iron castings.

List of Foreign Technical/Financial Collaboration Cases Approved by the Government of India During January-March, 1976

Name of the Indian company

Name of the foreign collaborator

Item of manufacture

S No.

1

2

3

4

*1.(F) M/s. Raghunathan Associates, 410,

Apeejay House, Samachar Marg,
Bombay-400023 (EPZ case).

M/s. Hindustan Hydraulics, G.T. Road,
Suranussi (N.R.) Jullundur (Punjab).

INDIA—FEDERAL REPUBLIC OF GERMANY

M/s. Elecon Engineering Co. Ltd.,
Vallabh Vidyanagar, Gujarat State.

EASTERN ECONOMIST

INDIA-—AUSTRALIA

Mr. M. Reedeckar, 170, Nepean
Highway Aspendale Victoria, Aus-
tralia.

INDIA—CZECHOSLOVAKIA

M/s. Smeralovy Zavody BRNO and
Messrs Polytechna, Foreign Trade
Corpn. Technical Co-operation
Agency (Czechoslovakia)

M/s. Eisenwerk Weserbutte A.G.
Federal Republic of Germany
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Printed Circuit Boards.

Hydro pneumatic
hammers.

counter blow

Crawler Mounted Trippers.
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1 2 3 4
4, M/s. Bongaigaon Refinery & Petro- M/s. Dynamit Nobel/Krupp-Kop- DMT
chemicals Ltd., Surya Kiran Building, pers, Federal Republic of
19, Kasturba Gandhi Marg, New Germany
Delhi-110001
5. M/s. Instrumentation Ltd., Kota-5 M/s. Hartmann & Braun, 6, Frank- Pollution Control Equipmenis
(Rajasthan) furt (Main)  Graefstrasse-97
Federal Republic of Germany
6. M/s. Hein Lehmann (India) Ltd., 14/7, M/s. Trakus Drahtwerke U Kuns to-  Stainless Steel Wires
Mathura Road, Faridabad, Haryana fiverarbeitun GmbH & Company,
(Composite case) Federal Republic of Germany
7.(F) Shri T. Rajagopal Rao, 1-15-6, Over M/s. K. J. Quinn GmbH, Federal Leather Finishes
Bridge Road, Vizianagaram-531203 Republic of Germany
(A.P.) (Composite case)
8. . Shri J. Mahadaven, 163/J, Royapettah M/s. Noah Energie Systeme, G.M. Wind Mill Generators
High Road, Mylapore, Madras-4 B.H., D-5202, Hennef, Federal
Republic of Germany
*Q, M/s. Choksi Brothers Pvt. Ltd., Western M/s. Heinrich Hermann Stuttgart Pressure sensitive laminated papers
India House, Phirozeshah Mehta Wangen, Federal Republic of and articles from same.
Road, Bombay-400 001. Germany. ‘
INDIA--FRANCE
10. M/s. Metal Box of India Ltd., Barlow M/s. Societe Nouvelle De Roul- Cylindrical and Tapered Roller Bea-
House, 59C, Chowringhee Road, ments, Siege Social, 74010 Annecy rings
Calcutta-700020. France
11.(F) ShriR.K. Patel, 3, Garden Terrace, 11th M/s. Prepac, 62, Rue Pasteur, 94- Machinery and equipment for pack-
Road, Santa Cruz (East) Bombay-55 AS Villejuif, France. ing liquids in Satchets.
INDIA—GERMAN DEMOCRATIC REPUBLIC
12. M/s. Machine Tool Corporation of M/s. VEB Werkzeugmaschinen Surface Grinding Machines.
India Ltd., Bawar Road, National Kembinat, ‘Fritz, Heckert’ Karl
Highway No. 8, Near Tabiji, Post Marx Stad, German Democratic
Box No. 69, Ajmer Republic
13. M/s. FER Electricals ‘Neelkanth’ 98, M/s. Kombinat VEB Fahrzeugelekt- Wiper Motors. 2z ,,r
Netaji Subhash Road, rik, Ruhla, Kathe-Kollwitz-Str. '
Bombay400 002. 18 IDR-5906 Ruhla, German
Democratic Republic.
INDIA—-HOLLAND
14. M/s. Amar Dye-Chem Ltd., Rang Ud- M/s. Akzo Chemie b.v. Post Box PVC Stabilizers.
yan, Sitladevi Temple Road, Mahim, No. 247, Stationsstraat 48, Amers-
Bombay-400 016. foort, Holland.
INDIA—HUNGARY
*15. M/s. Kerala State Electronics Develop- ~ M/s. Metrimpex on behalf of M/s.  CCTV Cameras etc,
ment Corpr. Ltd., Keltron House, Hiradastechnika, Hungary.
Vellayambalam, Trivandrum-695001
(Coraposite case).
INDIA—ITALY
16. M/s. Indian Drugs & Pharmaceuticals ~ M/s. Farmafin S.P.A. 20121 Milano, Doxycycline product
Ltd., N-12, South Extension, Part I, Via Appiani-12, Italy. '
Ring Road, New Delhi-110049.
INDIA—JAPAN
17. M/s. Modi Industries Ltd., Modinagar, M/s. Daido Steel Co. Ltd., Tokyo, Special Steel Rods and Wires.
U.P. Japan v
18. Shri Jitendra Singh, 127/10/1, Manick- M/s. Tezuka Kosan Co. Ltd., To i
tolla Main Road, Calcutta-700054 Japan kyo, Hydraulic Presses
(Composite case)
19. M/s. Gandhi Parekh Investment Corpo- M/s. Nitto Kasei Co. Ltd., 369, Organotin Stabilizers.

ration Pvt. Ltd., 8, New Marine Lines,
Maker Bhavan No. 2, Bombay-400020.

EASTERN ECONOMIST

Nishiwajicho, 2-chome Higashiyo-
Judowaku, Osaka Japan,
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3

20.

21.

22,
23,
24,
*25.
26.

*21.
28.

29.

‘31.
32,
33,
34,
35,

36.

£

3.

M/s. Indian Drugs & Pharmaceuticals Ltd.'
N-12, South Extension Part-]1, New Delhi.

Shri S. K. Ghosh, 12-A, Haramohan
Ghosh Lane, Calcutta-10

M/s. Lakshmi Machine Works, Limit-ed,
Perianaickenpalayam, S. R. K. Vid-
yalaya P. O. Coimbatore-641 020
(Composite case) _ '

M/s. Modi Spinning & Weaving Mills
Co. Ltd., Modinagar (U.P)

M/s. Shah Engg. Works, Mutual Annexe,
17, Gunbow Street,

urnace Manufacturers, 1,
M]/BSa;.r:(;J: 1Clo:-operative Industrial Estate
Ltd., Channi Road, Baroda-390 002
M/s. ACC-Vickers-Babcock ‘Ltd., Ex-
press Towers, Nariman Point, Bom-
-1 (BR ‘
M;):).,Iiyagjeer)ao Cotton Mills Ltd., Birla-
nagar, Gwalior (M.P.)
M/s. Arcoy Industries, 437, New Cloth
Market, Ahmedabad-2.
M/s. Greaves Foseco Ltd., Jolly Bhavan
No. 2, New Marine Lines, Bombay-
M‘/"s00 (S)zvgastik Rubber Products Ltd.,
«gwastik House”, Kirkee, Poona-
003. ' '
M?sl.lReyrolle Burn Ltd., 99, Dr. Abani
Dutt Road, Howrah-711 101.

M/s. J. K. Synthetics Ltd., Kamla
Tower, Kanpur (U.P)
|

Bharat Heavy Electricals Ltd.,

MJs. New

18-20, Kasturba Gandhi Marg,
Delhi-110 001.

M/s. Patel Brothers, El
ing, 6, Veer Nariman
Bombay-400 001.

M/s. Bharat Steel Tu '

Bank Building, 17, Parliame

New Delhi-110001

M/s. India Pistons Ltd., Huzur Gardens,

Sembiam, Madras-600011

phinston Build-
Road, Fort,

bes Ltd., Allahabad
nt Street,

omotive Products P)
dya-Vihar Railway
Bombay-400086.

1, 6-C, Windcliffee,
bay-26

M/s. Nathani Autor
Ltd., Adjoining Vi
Station (West),

Shri Sumant J. Pate
50-D, Pedda Road, Bom

. PASIRRN BooNOMIST

Fort, Bombay-400001

INDIA—SWEDEN
M/s. Aktiebolaget Bofors, Sweden.

INDIA—SWITZERLAND
M/s. Perles Electric Tools & Motors
Ltd., CH 2542 Pieterlen, Near
Biel, Switzerland
M/s. Schweiter Engg. Works Limited
Switzerland.

M/s. Hepatex AG, Wattwil, Swit-
zerland.
M/s. Staubli AG, Hergen, Switzer-
land.
INDIA—-U.K.
M/s. Morganite Thermal Designs
Ltd., UK.

M/s. Babcock Wilcox Ltd., & Cleve-
land House, St. James’s Square,
London W. 1

M/s. Deryck Healey International Ltd.,
Harrow Road, London W.10 England.

M/s. Acalor (1948 Ltd., Kelvinway
Crawleya, Sassex, England).

M/s. Foseco International Ltd., 285,
Long Acre Mechelism, Birmin-
gham, Englad B7 JR.

M/s. B. T. R. Hose Ltd., Silver Town
House, Vincent Square, London,
SW 1 P-2 Pl. England.

M/s. A Reyrolle & Company Ltd.,
Hebburn, Tyne & Wear, NE31
1UP, England.

M/s. Platt Sacolowell Ltd., Holcom-
be Road, Hemshore, Rossendale,
BB4, 4NG, England.

M/s. English Electric Co. Ltd., I,
Stannope Gate, London.

M/s. Kerodex Ltd., Innexa House,
436, Essex Road, London N.1.

M/s. P. A. Perkins & Co., UK.

M/s. Associated Engineering Inter-
national Ltd., 60, Kenilworth Road,

Nicotinamide etc.

Portable Electric Hand Tools

Circular Automatic Cone Winders

Cotton Textile Processing

High Speed Cam Dobbies
Furnaces
Steamraising  Plants, ancillaries

equipments and pressure vessels
Setting up textile design centres
New items of acid/Alkali/resisting

cements and compounds
Foundry fluxes and chemicals core-

binders and profax

Wire Braided hoses and

. spirally
reinforced hoses :

3.3 KV flameproof type switchgear

Draw Twisting Machines

Y-160 Marine Turbines

Kerodex and Kerocleanse (barrier
creams and cleansers)

Tube Mills

Pistons and related items

Leamington Spa Warwickshire, England

M/s. Concentric Pump Ltd., UK.

INDIA—U.S.A.
M/s. steward Rolling Co. a subsi-
diary of M/s. Intercole Automa-
tion Inc. U.S.A.
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Automobile Oil Pump Assemblies
and Parts.

Rubber  Processing Machines
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39. M/s. S.B. Properties & Enterprises Ltd.,

B-2, Shiv Marg, Bani Park, Jaipur-302006.

40. M/s. Madras Industrial Linings Ltd.,
42/8, Gilcharist Avenue, Harrington
Road, Madras—500031.

41. M/s. Indo-Burma Petroleum Co. Ltd.,
Hindustan Times House, 18/20, Kas-
turba Gandhi Marg, New Delhi-110001.

42. Shri R. Sundararaman, Post Box No.
2763, 175/1, Mount Road, ~wem-
Madras-600002. ’

43. M/s. Ishwar Indus
Nagar, New Dqlii

AN
*44, M/s. Solid State:Devi
Road No. 1, Banjara
bad, (A.P.)

*45. M/s. Punjab State Industrith-Reveier 4
ment Corpn. Limited, SCO 54-56 Sec-
tor 17-A, Chandigarh (Composite case)

*46. M/s. Kerala State Electronics Develop-
ment Corporation Ltd., ‘Keltron
House’ Vellayambalam, Trivandrum-
695001. (Composite case).

417. M/s. Protecto Engineering Private
Limited, Beaumon Chambers, 27/33
Medows Street, Bombay-400023.
(Composite case)

48. M/s. Systems Manufacturing Pvt. Ltd.,
N-32, Greater Kailash I, New
Delhi-110048.

49, Shri Krishna D. Rege, C/o Miss Pushpa
Rege, 68, Western Court, Janpath,
New Delhi-1.

50. M/s. Unnati Corporation, Girdhar
Chambers, Opp. Model Cinema,
Gandhi Road, Ahmedabad-1.

51. M/s. Sahyadri Udyog, D-2/65 MIDC

Pimpri Industrial Area, Chinchwad,
Poona-411019.

52. (F) M/s. Century Rayon, (Electronics Pro-
ject) Industry House, 159, Churchgate
Reclamation, Bombay-400020 (EPZ case)

53. M;/s. Electrical Manufacturing Company
Ltd., Dum Dum, Calcutta-70001.

M/s. Ramada International Inc.

Phoenix, Arizona, U.S.A.

M/s. Ceilcote Co., 140 Sheldon
Road, BEREA, Ohio-44017
U.S.A.

M/s. IRECO Chemicals U.S.A.

M/s. Westinghouse Electric Corpo-
ration, Pittsburgh, Pennsylvania
U.S.A.

s. U.S. Steel Corporation through
wholly owned subsidiary M/s.

.S. Engineers and Consultants,
600, Grand Street, Pitsburg,

nsylvania (USA).

# " Pilm Beach Florida 33402, U.S.A.

M/s. A.V.X. Corporation, U.S.A.

M/s. Intermagnetics Corporation,
US.A.

M/s. Bishop Graphics, U.S.A.

M/s. Stephene Adamson, Inc. Ridg-

way Avenue, Aurora Illinois
60507, U.S.A.

M/s. Optical Science Group Inc.
24, Tiburon Street, San Rafael,
California 94901, U.S.A.

M/s. ELI Sandman Co. P.B. 280,
Greenwood St. Worcester, Massa-
chusetts, 01613, U.S.A.

M/s. Sun Beam Equipment Corpo-
ration, Meadvile Pennsylvannea
16335, U.S.A.

M/s. Chronar Incorporated, 743
Alexander Road, Princeton N.J.
08540, U.S.A.

M/s. Reynolds Metals Company of
US.A.

(F) Indicates cases involving financial participation also.

JL.
EASTERN ECONOMIST Xm 9/”42

Setting up of a hotel at Jaipur

Air Pollution Control Equipment
Industrial explosives
Current and potential transformers

Alumina Cement

Semi-conductor devices

Ceramic  capacitors

Magnetic Tapes

! ) < /"
Black, Red & Blue Tape and Diecu
Products

Conveyor and Elevator Chains

Fresnel lenses and overhead projec-
tors

Fibre Glass Impregnated Discs for
Grinding Wheel Centre Discs

Industrial Furnaces (Heat—Treat-
ment).

Electronic Watches and C/MOS-LSI
Arrays

Integrally finned aluminium tubing.

*Indicates cases with export orientation
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“COTTON

Blend GRASIM with COTTON.
Ggasim has excellent blending

chajacteristics. Fibre containing 3 o
btend of Grasim and Cotton en e WI
“"has far better spinning quality. g

Staple Fibre Division, Birlagram, Nagda. §

m :

e

&

GRASIM s
- GRASIM for cool, comfortable textiles :‘_

What is more, cotton, when b}ende
with Grasim, is more economical than
pure cotton in equivalent counts of yarn.

Assured supply of Grasim at a
steady price, in required deniers
and staple length, ensures

smaller inventories and

all-round reduction in costs.
Fabrics woven from Grasim-cotton
blended yarn have softer feel,

are cooler and more comfortable.
They have better dyeing quality,
are more lustrous and always have
that new look.

For FREE technical information
and advice to Mills on GRAS|{M-Cotton
blending processes, contact

GRASIM

the versatile
staple fibre that
blends beautifully

[ ]
with cotton
THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD.
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