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. Now! YENIKAY presents

a complete range of garage equipment
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tuning r.p.m., eliminating

judgement by ear. Savesthe .

mechanic's time and saves

- fuel. {You don't have to take
the car for 3 long road trial to
check the tuning).

-+ The Tach-Dwell Tester:
" 'Accurately indicates engine, .

11/ Compression

7/ Tester:
Indicates the
compression ratio
which warns you*
change piston rings ot
cylinders. Also indicates
pressure ieak through valves
or whether your engine

i
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requires overhauling,

=

Tyre Pressure Gauge:
Available in two models: for
the heavy duty vehicle as
well as passenger vehicle.

An easy new accurate way to
check tyre pressure—anytime, ||
anywhere, Unlike conventional (f
gauges, the pressure can be _
read even after removing the \‘\Q‘
gauge from the tyre. The W
pointer does not return to 'Q’
position i}l the reset knob

is pressed

.

- _Your suré guide to safe motoring=

)

Timing Light:
Shows synchronisation of
the engine rotation with
respect to the igniticn,
Assists in correct timing of
engine, Which means
optimum engine efficiency’
far you. It also indicates if
engine tuning is necessary.

lete vehicle care

International Instruments, makers

of the well-known YENKAY range
of dashboard instruments, now

introduce precision maintenance
% equipment -~ many made for the
3 first time ever in India—to help
garages, service stations and
individual motorists give
complete care to every
vehicie.

Indicates the conditiog: of the,
entire ignition syster, of the
car, spark plugs, igrétion
coil. Spats any lealgge of -
electricity. Helps a: oid
breakdowns due t¥ electricat
fauits.

INTERNATIONAL
INSTRUMENTS
PRIVATE LTD.
140 Hosur Road,
Bangalore 6§60 034
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over, as we aléeady note/d, goods pur-
chased from one country and re-sold to
another by a- foreign-based but Soviet-
enterprise are in-
cluded in Soviet exports as well as im-
ports even if such goods never crossed
the Soviet frontiers. This makes it im-
possible to verify directly whether or no
the Soviet Union re-exported or transs,

ferred the destination of goods purchas-™

ed from overseas countries. Hence no
direct evidence on switch trade can
be obtained from Soviet trade statistics.

Nevertheless. Soviet data do, reveal
that for a number of commodities the
Soviet Union indulged in triangular
“trade, usually at a considerable profit to

-jt. The USSR bought certain commo-

dities rather cheap from the Third’
World and sold the same type (not ne-
cessarily the same comsignment) to

western countries at a higher price. It

is quite conceivable that the two trans-
actions .did not occur in the ‘right’ se-
quence. It is also conceivable that the
Soviet Union sold ‘some domestic pro-
ducts whereas similar goods were also
imported. Even the latter case repre-
deals would -still deprive  the Third
World; for, in the absence of Soviet
intervention the latter might have
struck a similar deal with some western
country. To put it differently, Soviet
sales to the West in such cases is pre-
emptive in character and injuricus to
the Third World. When the Soviet
Union realises higher unit prices than
what it paid, it is a case of straight-
forward profiteering.  'When it is the
other way round as "with the cashew
kernel case discussed earlier, the Soviet
deal} would still deprive the Third
Worfﬁ of convertible currency and tend
to dejress the western market prices for
Third 1£ orld exports.

In tr-\g to unravel cases of triangu-
lar tradinit from the Soviet data we had
‘several °sonsiderations in mind. (a)
Unlike\ s “ur price  comparisons, we
confind  obwselves. to  homogeneous
commy\glitier: For, it appears reason-
able. tc)y.césume that for ‘heterogeneous’
gn;,d;': 1d to western market, the ‘ave-
}'ﬁ{ig quality composition’ would be su-
perior to those sent to or imported from
the Third World, Thus a metal lathe,
for example, may be bought cheap from
the Third World and sold dear to the
West; as 'the quality of the latter is like-
Iy to be superior, these are non-com-

parable. On this ground all machinery

items are left out; in any case the So-
viet. Union imports little of machinery

»EcoNom’e\Q\m POLITICAL WEEKLY

-
P

4 '

frofn’ the Third World. (b) We have
also taken into account cases where a
homogeneous commodity is bought cheap
from ong Third World country and sold
dear to another Third World country.

In such cases the Soviet Union is sim-~
ply making mercantile profits. -(¢) Tri-.

angular transactions involving another
East European country are omitted. al-

_togethg; because of the artificially high
valte of East European currencies tis- .

a-vis Third World curencies at the
official rate of exchange at which such

_ %ransactions are recorded. (d) The list

of commodities given below with their
SCN code numbers in parentheses is
far from exhaustive. There may well

be other instances that we have over-»

looked. Our source of information is the
Soviet official  publication, Vneshniaia
Torgovlia for different years. ‘

" (1) Natural gas (23001). In 1971 the

USSR imported 8,136 million
cubic metres (m3) from Iran and

Afghanistan at an average price -

of 5.9 roubles per m3 and export-
ed to Austria 1,428 million m3
@ 12.85 roubles per m3, For the
same group of countries the im-
ports - in 1972 stood at 11,046
million m3 @ 6.0 roubles per m3
and exports at- 1,633 million
m® @ 11.6 roubles per m3. In
1973 the corresponding import fi-
gures ‘were 11,414 million m3 @
7.4 roubles per m3 and for exports,

1,622 million m3 @ 11.0 roubles -

per m3. In 1974 the imports
stood at 11,941 million m3 @
12.7 roubles per m3 and exports
to Austria at 2,106 million m?
@ of 13.6 roubles per m3; a new
client, Italy, was sold 790 mil-
lion m3 @ only 7.8 roubles per
m3., :

(3) Pig iron (26001). Between 1972

© and 1974 USSR imported from
India 98,000, 303,800 and 62;800
tonnes respectively at prices  of
36.6, 36.6 and 30.5 roubles per
tonne. During the same years
Soviet exports to Pakistan 49,000,
19,100 and 24,500 tonnes at prices
of 56.1, 51.4 and 169.0 roubles
per tonne. Exports to the Third
World as a whole, = including
Pakistan, Turkey and Egypt
amounted over the same vyears
to 115,700, 88,000 and 65,700

tonnes at 56.1, 50.9 and 137.8
roubles per tonne. :
(8) Steel sheets (26411). Over the

years 1871 to 1874 the USSR
importer] 53,800, 77,300, 63,800
and 29,400 tonnes from = Egypt

at 118, 118, 109 and 135 roub-

les per tonne respectively. Soviet
exports 4o Third World countries
like India, Iran and Syria total-
led for the same years 80,800,
93,400, 55,600 and 42,800 tonnes
at 134, 123, 157 and 171 roubles
per tonne respectively. A small
quantity of 6,000 tonnes was also

(@

®

(6)

@)

_ much bigger
~and 1,001

"gether
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exported back to Egypt at the

rather low price of 90 roubles
per tonne in 1973, Even allziv-

" ing for this the prices ra®ived

by Egypt were much lower than
what the Soviet Union obtained
from elsewhere in Third World. |
Cement (40001). Small quanti-
ties (27,000 and' 33,000 tonnes)
were imported at 11.5 and 18.8
roubles per tonne in 1973 and
1974 respectively. Exports of
much larger quantities were made
to Algerian and Iran at the cor-
responding prices of 14.4 and
33.4 roubles per tonne. Clearly,
the USSR made a trading profit
at the expense of Afghanistan,

Tobacco, unmantfactured (726).
In 1971 and 1972 the USSR
exported to the western  coun-
tries 1,403 and 637 tomnnes at
1,846 and 2,267 roubles per
tonne. During the same vyears
quantities were -
imported from India at 945
roubles per tonne
respectively, A small  quan-
tity (100 tonnes) was exported
to Egypt at 1,110 roubles per
tonne. In 1973 and 1974 large .

"quantities were purchased fomr”

India, Turkey and Syria; small
amounts ' were sold to Switzer-
land at a profit of 10 per cent.
A nominal amount was sold to
Egypt at a slight loss.

Almonds (83502). .Sizeable quan- .
tities were purchased fromy’
Iran and Afghagistan at-avefag™s
prices of 996,/?,329, 1,433 ang;
1,587 roubles fper tonne in thp
yvears 1971 to 1974, Sales f
West Germanyf amounted to 685}
122, 364 and 24 tonnes at the
rates of 1,265 1,615, 1,835 and
2,500 roublts per tonne.

Black Caghar (81601). Although
this comfhodity is known to e
an exclusively Russian speciality,
Iran also is an important produ-
cer. In 1973 and 1974 the Soviet
Union imported 81 and 84 tonnes
respectively from Iran at 35 and
34 roubles per kg, while it sold
67 and 70 tonties at 57 and 56
roubles per kg to miany Western
countries - like’ the USA, UK,
West Germany, France, etc. Not
all caviars are alike, but the dif-

ference is mainly between the

red and the black varieties, the
latter being at least five times
more expensive. To the best of
our information wide differences

- do mnot exist between various

types of black caviar. In 1971
and 1972 the Soviet Union pro-
bably made similar profits, but
the data in these years lump to-
all varieties of caviar.
The import figures from all cavi-
ars (perhaps all black) from
Irari for these years were 71 and
77 tonnes, at prices of 30 and
35 roubles per kg:; but the ex-
ports to the West were in much
larger quantities at prices of 45
and 48 roubles per kg.

869
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In the two. following cases there is

- no evidence of profiteering, but the

USSR seems to have made its way

jnto western or Third- World markets

in a bigger way than was justified by
(its own resource positiomn.

(8) Tea (72104). The USSR is a
regular buyer of Indian and Cey-
Jonese tea on a large scale but
is generally not an exporter to
the west. But in 1971 and 1972
it exported 1,367 and 81, toun-
nes réspectively to the UK, at
pricess of 536 and 546 roubles
per tonne. But it paid higher

>, prices’ to Indby - and Sri Lanka,
. averaging 1,023 and 950 roubles
"~ for the same years. The USSR
also sold substantial amounts to
Third World countries like Mor-

rocco and, Afghanistan in 1872,

but at a lower price of 86§
*roubles per tonne. In 1973
“Hgain, substantial exports were
‘made to the two countries at an
-average price of 896 roubles,
while the USSR imported from
India and Sri Lanka at 991 rou-
bles per tonne. In view of the
important quality differences be-
tween Indian and Ceylonese tea
on the one hand, and the Soviet
Union’s own Georgian tea, one
cannot - easily ascertain - whether
it is a case of trade diversion or
a simple triangular exchange be-
tween the Third - World coun-
i tries and the Soviet Unijon, with
W - . the latizr incurring a loss. Be-
: sides, ont does not know what
: kind of tel was.exported to Mo-
; - roceo and, Afghanistan. In the
British cas«, however, it is un-
likely that the Soviet Union sent
its- own varidty; for, Georgian
tea is not known toihave anmy
market in tha: country. It is a
reasonable guess that this was
indeed a case of trade diversion.
The fact that it happened in
only ong. year strengthens .our
suspicion.

Raw Cotton {51001)., The USSR
imported Jarge amounts from
Egypt, Iran, Sudan and the other
Third World countries at 'a con-
sistently higher price than what
it obtained from the west for
quantities which were usually
larger. As with tea, quality dif-
ferences are again quite marked
and no inference can be made.
Given the large volumes of tran-
saction the possibility of trade
diversion cannot be riled out.
On the other hand, the Soviet
Union cannot be accused of un-
fair deal if in exchange of high
quality imports it sold low qua-
lity cotton to improve the living
standards of its population.

In two other cases the USSR suffered
a net Joss by buying dear from one
or more Third World sources and selling
cheap to another country of the Third
World, This is posited on the crucial

©
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assumption  (which may well be not
valid) that the rates of exchf;\ges be-
tween Third World currencids via the
rouble correctly reflect the.%rue’ rates
either in the sense of purchasing power,
or in some other “ohjective’ sense. As
one does not have adequate information

to the contrary the assumption may not -

be an unreasonable oune-to make, Be-/
sides, the same assumptiofi. was mads
earlier in regard to other commadities
where the Soviet Union made profitable
deals. * - ' .
{10)  Rice (8200307). In the two years
1973 and 1974 th, USSR bought
57,000 and 40,000 tonnes at
rather high prices of 232 and
695 roubles per tonne; but it sold-
57,000 tonnes @ 172 roubles per
tonne to Mali in 1971; and 92,000
tonnes @ 217 roubles per tonne -
to Mali, Senegal and South Ye-
men in 1972, ¢
Jute packing cloth (59218083). The
USSR bought very, large quanti-
ties from India "at the rate of
12.9 kopeks per metre in 1971
but sold to Iran a meagre 100,000
meters” at 11.0 kopeks.

From the preceding case studies the
following conclusions may be drawn. (a)
In 2 number of cases the Soviet Union
has made enormous profits by buying
cheap primary goods in the Third World
and selling dear the same kinds of goods
{not necessarﬂy the same consignments)
both to the West and to other Third
World countries. (b) As with tea and
foreign trade pro--
gramme may have led to a certain di- -
version of Third World exports to the
USSR from the West or other Third
World markets, () In a few items
with relatively small transactions of a
triangular nature, the USSR appears to
have lost in the bargain.

()

We- have only covered a small num-
ber of possible cases; being an extreme-
ly time consuming task, the coverage
cannot be easily extended. On the whole,
though the Soviet Union may have
made very handsome profits in some
of the deals, these still do not amount
to any significant proportion of the
total trade between the USSR and the
Third World; the same conclusion ap-
plies to the issue of trade diversion as
Civen the emphasis in recent
plans of East European countries on rais-
ing the standards of living in those coun-
tries, they need more and thare of Third
World primary goods for domestic needs.
The Third World countries need to
maintain, however, a strict vigilance oh
a collective basis to ensure that their ex-
ports to East Europe are not diverted

‘much acclaimed

~

to convertible currency areas. With ris.,
ing trade between the two groups of:
countries, the need for such vigilance
is all the greater. We whall come to
the question of corrective measures “in
the final section.-

rd
r
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Value of the Rouble

A particularly thomy issue is the con-
version rate between two currencies
neither of which is freely convertible.
Here the Jiscussion will be focused on
the rupee-rouble rate since we do not
have adequate information on other
Third Wild countries. +

Why should the conversion rate
matter at all? If the two countries ||
traded.in only such goods as have well-
established international prices and  if
there were no ‘invisible’ payments bet-
ween them, ‘then the exchange |, rate
would become practically  irrelevant,
But in the Indo-Soviet case none of
these conditions are satisfied. To a con-
siderable extent Soviet exports consist
of goods that find hardly any outlet in
the West. The use of notional world
market prices for these goods, as is the’
current practice, technically solves the
problem — to the considerable benefit
of the Soviet Union, Valuation of qut-
standing loans creates another set of
‘tomplications. Every time the. rupee
gets devalued vis-g-vis other convertible
currencies, the repayment burden for
India goes up pari passu in financial as
well as real terms, assuming that Indian
domestic prices and export tariffs do not |
rise sufficiently to compensate for the
lower external value of the rupee, The
advantages of ‘soft’
rupee loans are thus consid:rably
whittled away in practice. .

A

As between two currencies yoither of
which is freely convertible ’:'.?\ere are
two main ways of determinidg the ex-
change rate; the black mark’ rates cia
the convertible currencies, na the pur-
chasing power parity. The/ o]ack‘\/market
rates are notoriously unreli;ble ¢.though
many a doctrinaire partisan ‘ur. ¢2onomic
liberalism might be inclined \i"éﬁgp’t
these as the true measure. Too~ «ang. -
accidental factors like the extent- of
smuggling and other forms of foreign
exchange leakage, the relative openness
of an economy, the kind of risks involv-
ed, etc, affect the black markets. For
all these reasons the latter rates in the
USSR and other East European count-
ries have uvsually been severa]l times
higher than the official or tourist rates

1'the ex hange

. :

» v

of exchange wvis-a-vis convertible cnr-
rencies.t® On the other hand, for jsthe
Indian rupee the black market ./rate
rarely exceeded the official rate by wore
than 50 or 60 per cent; more recently
the gap has narrowed to 25 per cent ur
less, Thus, relying on these blacks
market rates would result in,an absurd- !
Iy high value of the rupee in terms of -
the rouble.

In our view there is no alternative
ta the purchasing power parity (PFP)
as the only way out. But then what
kind of goods should one reckon with
in estimating the PPP?  Should one
confine oneself to the traded goods
alone? As it is well known, the commo-
dity pattern. of trade can be highly
sensitive to the exchange rate and hence
a PPP so established might perpetuate
the esisting pattern. Besides, one can-
‘not work out such a PPP between two
economies with substantially  different
trade structures, It seems much better
“to work out the PPP in terms of the
gross (or net) national products of the
two countries or consumers expenditure
or some such representative category.

For India only the GNP-based rates

are available camparing the rupee with

the US* dollar., For 1970 Karvis (27)
found that India’s per capita output
wus 2.0 per cent of the US level at the
official rate of exchange but as high as
7.1 per cent in real terms. Implicitly
then, the ratio of PPP to the official
rate was 3.55; ar, the rupee was under-
valued to the extent of over 250 per
* cent. Indeed, while most currencies vis-
a-vis the US dollar were undervalued,
PPP-jise” Kravis noted that “there.is
a strehg tendency for conversions v~
‘ rate to show a Dbigger
understa¥ yment for low-income coun,t-
ries thart Cor' higher income countries "

F'orkthé'x?USSR and other East- Euro-
pean counbies a multiplicity of direct
and indir@ . estimates are available. 1:
GNP estimates

Bergso 4 as given :
for 193 (a) US, at both dollar
“prices & _at rouble factor costs (b)

USST g~ rouble factor costs and dol-
lp /" pric€s, From (a) one obtains the
P idtcit conversion rate of $ 1 =099
'iﬁ’f%ble, whereas from "(b) one gets $ 1
=@.51 rouble; the geometric mean rate
was § 1 =071 rouble.
gave datasfdr 1960 whence the geome-
tric mean rate comes to $1 =0.62
rouble?® 2: S G Strumilin  (45), one
of the most famous Soviet economists,
computed PPP on the basis of a stan-

§

§ dard ‘worker’s food basket' consisting

\
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,consumers’_goods and obtained

Rergson also-
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of 163‘1f.g of bread, 114 kg of potatoes,
141 kg of vegetables, 63 kg of meat,

21 kg of Mish, 365 litres of milk, 5 kg

of animd] fats and  butter, 6 kg of
vegetable fats and margarine, 350 eggs
and 31 kg of sugar. This is presumed
to be the annual food requirement of
a worker in the industrialised countries.
Comparing thé Tetail price of this bas-
kst _in j_diﬂt(ent countries it was found
that 7 1963 US dollar was equivalent
to (.79 rouble. 3: (1) Along a slightly
di;ferent track from that of Strumilin,
another Soviet economist, Kotkovskii
(25) considered 30 food and non-food
their
1959-60 retail prices in the USSR, Cze-
choslovakia and Poland. Ignoring for
the present the Jast named country, two
exchange rates between the rouble and
the Czech crown were found based on
the different patterns of consumption in
the two countries; the geometric mean
was 12.46 crowns per rouble as against
9.67 crowns, per rouble obtained by
Strumilin. 3: (b) A Czech economist,
Krejei (27)  recently compared ’ the

GNP and its components in Czechoslo- .

vakia and the UK and thereby obtained
the conversion rates. For 1966 the con-
version rates in crowns per & sterling
were 41.4 for food products, 47.8 for
industrial consumer goods, 117  for
services and 39.7 for the GNP. 8:{c)
Combining (i) Krejci's 1966 rates for food
and industrial goods at their geometric
mean, (ii) Kotkovskii’s 1959-60 estimates
and (iii) Kravis’s estimate of the PPP
between US dollars and £ sterling in
1960, one arrives at a cross rate §1 =
0.98 rouble.2t (4) Hglzman (22:
Chaﬁ?er 10) approached the problem
differently, He compared Soviet domes-
tic prices of the corresponding years
to (a) export prices for 1929, 1935,
1937 and 1956 and (b) to import pri-
ces for 1835, 1837 and 1856. He went
on to check the results against the So-
viet export and import - price indices
over the period 1929 to 18960. On the
basis of these calculations he came to
the broad .conclusion that the 1961
rouble/dolar official rate “was designed
... to bring the rouble into equilibrium
in the purchasing power parity sense”,22
Thus we fird that in various PPP
terms the value of a dollar in the.early
* 1960s ranged between 0.62 and 0.98
rouble, dependirg on one or another me-
thod of estimation. On the whole we
are inclined to the view that the offi-
cial rate of 0.9 rouble to the dollar may
not have been far of the mark.

If the Soviet

. Third World

authorities ‘correctly’
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established the dollar value of the
rouble in terms of the relative
chasing power they have not show she
same readiness in pursuing their own
logic in relation to the currencies
their bilateral trade pariners in the
Third World, On a ‘formal’ plang the
Soviet stand in insisting upon the cross
rates as revealed by the official exchange
rates is unexceptionable. In real terms,
however; they are taking full advantage
of the considerable undervaluation of
currencies, particularly
the Indian rupee, imposed by the wes-
temn imperialist powers and the interna-
tional agencies like the World Bank
and the International Monetary Fund?3
controlled by the latter. Thus we see
that the ewchange rate policy pursued
by the USSR vis-g-vis India and other
countries of the Third World is a corol-
lary to its discriminatory price policy in
trading. Indeed, both these aspects are
nothing but two sides of the same coin.

Had the Third Woirld countries been
able 1o obtain their jmports from G
USSR at prices no higher than what
-the latter has been realising from the
Western countries, the question of an
appropriate rate of exchange between

the rouble and the rupee or other Third

World currencies would have been .ui3

purely academic interest.

\

Vi
Conclysion

—

. i,
In this concluding section we shall

first restate our ppain arguments and
then focus on the underlying reasons
for the unequal distribution of gains
between the USSR and its trading
partners in the Third World.

We do not dispute the findings of
Indian and other scholars who worked
on different Third World . countries.

" From an analysis of the respective na-
tional statistics it cannot be contended
that the Third World’s terms of trade
with the , USSR are any worse than
those with the West. On the whole, the
Third World’s net gain in this respect
would be about 5 to 10 per cent. Fur-
ther, since the Soviet internal ~market
itself absotbs the lion’s share of Third
World esports  to the USSR, this is
beneficial for the Third World, In the
absence of such Soviet imports there
could have been a greater scramble
among the suppliers for the limited
capitalist world market for Third World
products. This, however, is only part of

the story.
One cannot in this context brush

1

of
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aside the phenomenon of switch trade,
tnangular trade and the ‘clearing credlt
arrangements of East Europeanvbount-
ries with western transnational curpora-
tions. The magnitude of these transac-
tions is not negligible, though previse
estimates cannot be made.  Through
these arrangements a part of the Third
Worlds advantages of trading  with
¥4 Europe is whittled away. The in-
complete study on Soviet balance of
payments vis-a-vis the West and the
Third World suggests some unexplained
gaps which are pointers to such extra-
legal transactions.

It must also be underlined that goods
imported by the USSR from the Third
World are extremely crucial for its own
development, particularly at this stage
when the emphasis is on greater ‘effi-
ciency’, higher standards of living (par-
ticularly for the richer sections), and
catching up with the West. In the ab-
sence of such imports there is hitle
doubt that Soviet growth would be
somewhat slower, In the Soviet context
agriculture has an extremely high invest-
ment-output ratic. Besides, many goods
currently imported cannot be produced
at all within the country. On the other
hand, there is hardly anything which
the USSR has been exporting that
cannot be produced (with a considerable
<ime-lag, it is true, for certain items
like ‘machinery) in one or the other
Third World country. Hence looking at
the commodtiy character of trade flows
it would be one-sided to emphasise the
benefits accruing to the Third World.

Going back to the terms of trade,
while the USSR paid decent prices for
impo. ts, it gained much more in the
proce’ss through the relative overpricing
of its exports to the Third World. These
prices 1pre on the whole much above
those lt cealised from the West. Com-
pared to. ‘what it yeceived from its
CMEA p;tners, the USSR did not,

except ir e very ‘abnormal year of
1974, + i in any  discrimination
againsi aird World. But within the
CMEA. _din ignoring 1974), transac-

tion. *'x,es are generally much in excess

""huat (i) the corresponding  base-
*c Aed'-world market prices and (ii) the
#7ctual prices at which the CMEA mem-
bers export their products to the West
in a given year. The difference is parti-
cularly marked in respect of machinery
and other manufactures, but far less so
in regard to primary goods.

Since Soviet exports to the Tlnrd
‘World have consisted mainly (roughly,
two-thirds in 1971-73 and one-half in

- ly recognised, started around the

B T w
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1914) of machinery, and since the
USSR nanaged to get a price hike of
anything! between one-third and  two-
thirds ad compared to the prices it ob-
tained in the West (see Table 6), the

USSR enjoyed substantial net gains in’

its overall exports to the Third World.

For the years under consideration these ”

mm\ as prrcentages of total exports
\anuel‘ 2&fween one-third and one-half,
These percentage gains_ are significantly
akave those derived by the Third World

: (Suntrles in their exports to the USSR.

it is because of this asymmetry that we
call it a case of unequal distribution of
gains, i .

Our inteérpretation of the available
data hinges crucially on the ‘norm” for
pricing of Soviet machinery products.
Sebastian, as we saw earlier, does not
consider the actual western prices. for
such goods as their ‘true’ world market
prices. Given acute shortage of hard
currency, the Soviet Union is obliged
to export its goods under ‘distress’
conditions. Holzman’s analysis of Bri-
tish and Belgian trade with the CMEA
countries underscores the fact of wes-
tern- discrimination  against them, (22:
Chapter 12). This would appear to
strengthen Sebastian’s case.

But ‘distress’ situation over a fairly
long period of time equally prevails in
primary commodity markets in.  which
the Third World is the major supplier.
The Singer-Prebisch theories on the

secular decline in the terms of trade of-

primary against manufactured goods
is by now too well known to be
elaborated upon. This trend, it is usual-
last
thir’(f of the nineteenth century. It was
precisely around these.years that indus-
tries in advanced capitalist ~countries
were developing into monopalies. Simul-
taneously, capital exports into the colo-
nial territories acquired significant | pro-
portions. It is difficult to ignore the
link between these threc apparently

- disparate phenomena.2¢ Colonialism in

the old sense may be dead, but neoco-
lonialism is- not. Through the ffties of
the present century to this day, barring
a few exceptional years and commodi-
ties, the secular trend of worsening
terms of trade for Third World primary
goods has seemed to continue. The
USSR and East Europe have taken full
advantage of this situation and often
participated in international cartels to
the detriment of Third World countries.

1t is a grotesque logic to require of
the latter to alleviate the consequences
of westemn discrimination against the

V4

“failed to make ‘much headway
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USSR by paying for
‘fair” world market prices, It would a'iy ~
be naive in the extreme to expe.™ the
USSR to help the Third World by pay-
ing more than the going world market'
prices.

As a corollary to its export pricing
policy the Soviet Union maintains an
artificially high value of the rouble, not
in relation to convertible currencies,
but as  against inconvertible  Third
World currencies. This .becomes parti-
cularly burdensome at times of aid re-
payments if in the meanwhile, the latter
currencies undergo devaluation under
external pressure.

‘For the Third World there is no
simple escape route from this new form
of concealed exploitation, just as des-
pite all their rhetoric against neocolo-
nialism, Third World governments have
against
western imperialism. To some a change-
over from the present practice of bila-
teral payments to a system of payments

Soviet machines .

with convertible - currency in Soviet-
Third World trade might appear as the
perfect remedy. But then the - Soviet
Union would still get away with hypo-
thetical world market prices for its ex-
ports obviating all need for camouflag- : -
ing its switch trade. ‘Wl the nre enf‘“

§

correlation of forces ar. the internatjona’ \‘3

plane a mere shift tO\ ards convertibility
would not help_the Tmird World at alk_
The bargammg peiver of the Third’
World is low pr1m ‘rily because it has,
neglected to 1mp1e»nent the oft-repeated -
slogan of self-relance. Because it de-
pends on Soviel economic and military
aid, it must accept the terms dictated.
The Soviet hehaviour in this regard is
no different from that of the West. To
repudiate Soviet connections in order to
fall into the lap of western powers is
like ]umpmg from the frying pan into
the fire. It is a Hobson’s choice from
which the Third World cannot extricate
itself without rejecting the aid syndrome.
Self-reliance is not simply an econo-
mic question. Noy- is it an easy task for
most Third World countries. There are
very significant national rivalries within
the lattér, there are small states and
big ones some ‘of which try to{ establish
their hegemonies in their own regions,
and all these intra-Third World contra-
dictions are skilfully exploited by the
Big Powers to make the Third World
countries economically, pohncally and
militarily, as dependent as ever. Above -
all; few countries in the Third World
can claim to have a government which
represents the long-term interests of the
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THE SAINT SHOWS THE WAY........ .

a . 9

[T

3'Way back in 1951, a saint was on the march in the south. He vas on a peace mission, bringing
solace{;:énd cheer to a people torn. by strife and discord. The hungry, landless Harijans of a God-forsaken
villagei of Pochampalli, in Nalgonda District, made a bee-line to the saint to unburden their hearts.

) - .
Ny

their age-old problem, an answer to the ills of the landless. At his stirring call, a large-hearted landlord
of Pochampalli,”V. Ramachandra Reddi, came out with a magnificent gesture that made history. He gifted

~ away a large chunk of his holding for distribution among the landless by Vinobaiji.

» This marked the birth of the Bhoodan mavement in India, in keeping with our tradition of Dharma
and Dbhana. Thereafter, the Acharya did not look back. He had made a beginning in land reforms, open-

o ing a scintillating chapter where the name of. Andhra Pradesh would one day find pride of place.

x x x

After the formation of Visal Andhra, in 1956, the pace of land reforms received a new-found
impetus in keeping with all-India thinking. It will be recalled, that in pursuance of:the recommendations
w of thes@antral Land Reforms Committee, and in the light of 2 national debate that followed, the Andhra
Pradesh Launj Ceiling Act 1972 was enacted by the Legislature. The Act that had received the President’s
assent in 1973, came into force from January 1, 1975, \ '

Today, ¥s implementation is in full swing in the State, Under the Act, 4,38,847 declarations have
been filed, and 93 Tribunals have screened them, disposing of 3,90,597 cases, of which 37,631 are surplus
cases. Over 8,25 000 acres of land have been declared surplus of which 1,26,729 acres of land have
actually been taken over; 63,043 acres of surplus land have already been assigned to 38,640 beneficiaries,

including over 21,000 Scheduled Castes and nearly 8,000 Scheduled Tribes,

A comprehensive scheme to facilitate reclamation and cultivation of surplus assigned land has been

drawn up. In. addition to the assignment of surplus land, about five lakh acres have been transferred 5

directly from landholders to about 90,000 protected tenants. About 22 lakh acres of Government land
- have been assigned to the landless poor under the “crash” assignment scheme. .

>

Today, Andhra Pradesh in the south stands on vthe threshold of a new -era, an era full of prom'g?:c k/
"_ble ?)
{Kq\:’

and hope.

‘ - The Director of Information and
Public Relations Dept.
Hyderabad A.P.
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The Gahdhian Saint ~~ Acharya Vinoba Bhave — thought that he ha;i at last found a solution to -
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masses. The

oecasionally shown great skill ir man-

oeuvring between Big-Powers bat

are

incapable cf adopting a policy of self-
reliance. Without a major soci.-econo-

mic transformation

within the Third

World countries the latter cannot <nd

the inequities of the present internat'e-,

nal economic order.

[The

My

Notes

writer  sincerly

11

thanks 'A X ' '

Singha and A Biswas for tedious sifting -F

of data and

Neither of them, however, is responsible
for any errors.)

1
2

- among the top 300 banks
. West. The extent of Soviet expan-

Reproduced in  The Economio
Times, Januvary 18, 1977.
The wheat loans accounted for Rs
1,480 million out of Rs 1,647 mil-
lion disbursed in 1973-74. For
1974-75 the ‘wheat loan is not
shown separately. Our data are
taken from the Reserve Bank of
India Economic Survey, 1974-75
and 1975-76, Appendix Tables.
Unless otherwise stated all figures
in this paragraph are taken from
Vassilev (48: pp 61-73),

he underlying data in $ million
as reported in Vassilev, (48:.p 73),
are given in Table A: row (1) our
calculations are in rows (2)-(4).
The figures (in $ million) ave
given in Table B. QOur estimates

,are based on the same assumption

as before,

The. OECD estimates are used in
the Economic Survey for Europe
iy 1875. The CMEA data are
taken from their yearbooks (44);
unfortunately, the wvolume con-
taining 1972 data could not be ob-
fained. We could not consult any
of the sources given in the Survey.
The two Soviet banks, Moscow
Narodny Bank and the Banaue
Commercial pour. I'Eurcpe, are
in the

sion into  other industries like
trade, and even production, is still
”c‘omplet,e]v known (50: pp 152-
S’ the papers by Mabro (28),
Kuwm  (23) and Bienefeld (7).
Sin ‘e the May 1975 issue of World

arithmetical calculations. »

12

14
15

16

17
18

19

L

I :
World ruling classes have 34 Nayyar (35) is careful to leave

‘his question open even though he
a1 yues for the advantages to the
Tlird World of trade with socialist
ca ntries.

There are numerous  studies on
the subject of international cartels

and how they act against the in- -

terests of Third World countries.
A recent study (38) mentions
some ~f these. On the Soviet col-

¥ Jusic. with international cartels in
<«M¥c felds of matches, phosphate,

potash and platinum in the early
thirties, and aluminium, tin, oil and
shipping since the late fifties, see
Wilczynski (50: p 185). Referen-
ces to source materials are also
contained therein. . R

The excérpt is taken from an an-
onymoéus, undated and unpublish-
ed paper with no formal title, It
is devoted to various aspects of.
‘Soviet Sacial Imperialism’. The
source of information for the oil
deal is an undated issue of the
Guardian, New York; the data on
gas are taken from The Economic
Times, Bombay, July 12, 1974 and
on wheat from The FEconomic
Times, September 132, 1973,

The references are given in Holz-
man (22: pp 20-22),

Our. account is based on the sum-
mary given in Holzman (22: pp
313).

Menderhausen makes the mistake
of equating these, but not other
western scholars. :

We shall confine ourselves to a
few aspects that are directly rele-
vant to our theme. For a good re-
cent and comprehensive account,
see Hewett (21: Chaptérs 1 and 2).
See, Berliner (6).

For estimates of spare capacity in
the earlv sixties in certain sectors
of the Soviet: an Polish econo-
mies, see Chandra (9: pp 160-61).
According to the Picks Currency
rearbook, 1970, as quoted in Kid-

~ ron (24: p 31), the free market

20

rate was 5.92 rouble per US dollar
aézainst the official rate of 0.9 rou-
e.

A Bergson (5: pp 364-65). It may
be noted that Bergson was giving
his_estimates in terms of _pre-1961
‘old’ roubles. We have thmomgh-
out used ‘new’ roubles. One ‘new’

/
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period,

1

22 Holzman (22: pp 259). Wiles (5.1

pp 132-3) also agrees th»' the
1961  devaluation of the ~youble
brought it at par in the PPP sense
for wholesale prices.  Considering
retail prices which include large
turnover taxes, the rouble was
overvalued; hence the tourist rate
of exchange was ‘unfair’

23 See in this context T Hayter, “Aid

As Imperialism”, London, 1972 and .

C Payer, “IMF and the Debt
Trap”, London, 1974.
24 While the underlying  facts are

known for a long time, Paver has
drawn our attention to the link in
her ‘Afterword” (38: pp 181-2).
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Track Parts of India

TRACK PARTS OF INDIA is entering
the capital market on March 7 with a
public issue of 4,28,200 ecuify shares
of Rs 10 each to finance its Rs 1.48-
crore project for manufacture of closed-
die steel forgings, The company ma-
nulactures ‘track components for Craw-
ler tractors and the closed-die forgings
are essentially required as input raw
material in the manufacture of under-
carrirzé parts. A significant part of the
production will thus "be used for cap-
_tive consumption and partly to meet
the demand from domestic and overseas
markets.  Steel forgings are vital for
manufacture of automcbile and earths
moving eguipment, industrial machinery
and chemical and fertiliser equipment.
The company has taken up constiuc-
ton of buildings, All ‘imported ma-
chinery for the project has been order-
ed and has partly arrived at site, and
production is expected to‘commence by.
mid-1978. 'TPI’s turnover in 1873-74
was Rs 69 lakhs and pre-tax profit:
about Rs 12 lakhs. In 1974-75, it
achieved a turnover of Rs 107 lakhs”

and pre-tax profit was Rs 16 lakhs. Du-
ring 1973-78, turnover reached Rs 114
lakhs” and pre-tax profit' Bs 32 Jakhs,
The company paid dividend at five per
cent for each of the yearss 1979,-71,
1971-72 and  1973-74 and at 1( per
cent for 1974.75. Established as a
partnership firm at Kanpur in” 1961,
it was taken over in 1969 by Tr““ k Parts

" of India and functioned asj’ private

limited company until Nover ber 1975
when it was converted int’f' a public
imited company. The cd ¢ has
- 1 .Mlack L
pioneeréd the under—cams\ o ) s da-
dustry in India. It had tes 1l col-
laboration of Trackparts (Fati =\ of
UK for 15 years until ]\me-lg?m,:“‘gu )

ring this period, it has not only o

fected the technology but has also he™

come self-reliant with its own research
and development facilities. The com-
pany is adsured of regular: business
aund, consequently, a good future. The
public issue is fully vnderwritten and
is managed by SBl's merchant banking
division,
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Think what a difference
colour makes. Colour sefl:s,
attracts attention, and
creates happiness.

Colour-Chem pigments
beautify textiles, plastics,
rubber, paints, leather,
printing inks, myriad other
materials. '

And Colour-Chem's
various intermediates for
dyestuffs help manufacturers
save on import licences.

An added service:

Our technically trained
experts help you achieve
superb results.

COLOUR-CHEM LIMITED

" Ravindra Annexe, Dinshaw Vachha Road,

Bombay 400020,

In technica) collaboration with
Bayer AG, West Germany and
Hoechst AG,
West Germany.
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ELECTION-EVE MUNIFICENCE

DEVELOPMENT, EDUCATION AND THE POOR

LY

ELECTION SCENE IN PAKISTAN

GROWTH OF GOVERNMENT FOR WHAT ?

"IN ANY SCRIPT YOU ORDER :

ATUL ENSURES GOODS OF
- PROVEN QUALITY

ACID DYES, DIRECT DYES, TULATHOLS,
TULABASES, SULPHUR BLACKS, DISPERSE
“e ‘DYES, OPTICAL WHITENING AGENTS,
- DYE INTERMEDIATES, PHARMACEUTICAL
INTERMEDIATES, INORGANIC CHEMICALS,
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% Not Quite India
2 Not Quite Ind

AMONG the guotable quotes of the Emergency, the Congress president’s “Indira
is India; India is Indira” will be long remembered. The political scen& in the
country has undergone a sea-change since D K Barooah propounded his peculiar
thesis, but evidently habits of thought die bard. Some time back the prime
minister peremptorarily asked all those who did not agree with the Congress
party’s concepts of democracy and socialism to quit the country. More recently,
addressing a ‘Congress party election meeting in Murshidabad on Fabruary 20,
Indira Gandhi is reported to have said that “the prime minister represents the
.whole of the country and any attack on him or her is an attack on the entire
population” and further that “the abuses being hurled at me by the opposition
are tarnishing the image of India”. However fervently the Congress president
and Indira Gandhi may believe in it, this equation of the prime minister with the
. . . .~ country is thoroughly untenable, politically and constitutionally.
'’ Founder-Editor : Sachin Chaudhuri . Once in a rare while an individual~——a Ho Chi Minh or a Gandhi-—comes to
symbolise a whole country and its people, sometimes even without holding any

Vol Xii No 9 February 26, 1977 . . . A £

. formal position in the country’s political set-up, and certainly, without himself

. Qver to Private Trade—Emergency putting forth such claims. Clearly, there is not even a remote parallel in present-

and the Poor—Controlled Clath | day India. Indira Gandhi’s political position depends entirely on her being the

Fiasco—Case for Enquiry—Ftesh . leader of the Congress party which happens to be the ruling party by virtue of

Arrests—Amnesty Report 378  having won a majority of the seats in the Lok Sabha in successive elections. What
Clippings | ‘ 3g1  does this amount to exactly? .

" The election to the fourth Lok Sabha in 1967 was the first to be held:

Letters to Editor 382 . under Indira Gandhi’s leadership of the Congress. In that election just 40.73 per

In Due Season , ' cent of the total votes polled were cast in favour of the Congress, while ifts
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and in ‘planning the party's election
strategy. Such free movement from the
Congress party to governorships and
back to the Congress—a most notable
case being that of D K Barooah him-
self-—cannot but destroy the governors’
stams as non.party functionaries in
whom the people of the states and the
non-Congress parties can have con-
fidence and fromswhom they can expect
non-partisan beh’avmur

i

Prtces* W e

Over to Private Trade

NOW':that_prices have risen on a wide -

front, the Union government has come up
with a stalngld prescription for containing
inflation. The movement of essential com-
modities from state to state, it has been

announced : with much fanfare, will no -
. longer be subject to any restrictions. As a
including -

consequence, farm products,
foodgrains, would, it is being suggested,
begin to move from surplus states to the
deficit ones, bringing down the pnce ]evel

¢*in the latter.

The reality is somewhat more compli-
‘cated. Restrictions on inter-state movement
of commodities prevent the movement of
products between state and state on
private account; the movenient on govern-
ment acdcount is however mot affected.
Thus the relaxation of inter-state restrictions
is merely a euphemism, for saying that
henceforth private traders are to be allowed
to move stocks of commodities on, their
own without any let or hmdrance, and
that henceforth state agencies would
have to compete with them.

The rationale for imposing restrictions
on movement of goods on private account

_can be briefly recounted. When a national

food policy was being evolved in the mid-
1960s, inter-state restrictions were made
an essential adjunct of public procurement
policy. In order to bave an appreciable
impact on prices, it was felt necessary to
ensure that procurement took place on
public account and an ef.>ctive buffer
stock be built of the principal foodgrains.
Public procurement and. buffer stock
operations would, it was hoped, enable the
goverpment ‘to intervene in the market
whenever private traders threatened to raise
prices .by taking advantage of conditions
of scarcity; such procurement and buffer
stock building would, .it was assumed,

‘also ensure the supply of grains at
. reasonable prices to the poorer sections

of the community who exgeriénce difficulty

.- when market prices begin to shoot up in a
Cordoning of state’
borders was, considered as an enabling -
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year of drought.

- device for such procurement operations:
- the crop in a surplus area was not to be

o

allowed to slip out of that area and, as a
result, it would be easier to have effective
procurement. Apart from foodgrains, the
movement of oil and oilseeds too has been
subject to inter-state restncnons from
time to time,

The removal of restrictions on inter-
state movements cannot thus be by itself
an important antidote for price rise. It

- could n fact have quite the contrary effect,

for it is symptomatic of a broader decision
to dismantle the policy of procurement and
buffer stock operations in the public sector.
It is tantamount to an open proclamation
on the part of the government that it would
not any longer shoulder the responsibility
of keeping prices under restraint and that

"the onus of this particular responsibility is

being transferred to private trade.

The implications of such a reversal in.
policy are not at all obscure. True, in a
year of relative abundance—and in the

-short period—, there is usually a.slight

decline in the price level of farm products
In the deficit states as a result of the lifting
of inter-state restrictions. In all circum.

" stances, big farmers and traders welcome

the withdrawal of these restrictions, since
what they lose in the way of a decline in
prices in the deficit states is more than made
up by the fact that in the surplus areas
the lifting of the restrictions leads to an
increase in prices. On balance, traders and
rich farmers gain from the withdrawal of
the restrictions; they are therefore naturally
the most vociferous supporters of such a
move, But the interests of the consumers

“can ha.tdly ever be served satisfactorily

by such a measure. Initially a slight
flattening out of the price level occurs in the
deficit areas, particularly at harvest time
as well as in the immediate post-harvest
period. But, as past experience indicates,
with the agdvent of the lean season, traders
feel <ontident to raise prices across the
board as much in the surplus as in the

. deficit ones. They do so with impunity,

fortified by the knowledge that the
authorities have no defence against such
price increases.

The lifting of the inter-state restrictions

‘on the movement of essential commodities,

as announced, may lead to & temporary

lowering of prices in ‘some parts of the

country without raising them too much in

the other parts, and thus suit the sectarian

interests of the rulmg party on the eve of

the ensuing elections. But by April or,
May, it could begin to have a pernicious '
éffect on the price situation. It is difficults
to  believe fhat decision-makers in

New De?\i do not realise the import of
the step they have taken.
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The Election

Emergency and the PGor

AS election day nears, more and more
Congress politicians are being apologetic
about the ‘excesses’ of the Emergency.
From the prime minister downwards,
they have been bending over backwards
in their- expressions of regret about the
excesses that ‘may have been’ committed,
invariably by over-zealous officials. The
most notable expression of such ‘regrets’
has been by the Union defence minister,
who, surprisingly enough, apologises for
the excesses committed by officials in
charge of the sterilisation programme;
surprising, because, he as the defence
minister cannot be held accountable for
actions performed by officials not directly
responsible to him. It is difficult to say
whether the Congress politicians really
believe that the people will swallow such
‘apologies’. ‘Excesses’, even in an age
accustomed to the euphemisms doled out
by politicians, is hardly the word to des-
cribe the atrocities committed on the
poor people of this country under the
guise of, for instance, the family plann.
ing and slum-clearance programmes.

Indeed, these expressions of regret,
reluctant admissions that there ‘may have
been’ the so-called excesses for which
anyway, the bureaucrats and not the poli-
ticians ought to be held responsible, all
have a common, underlying assumption.
This is that if unpleasant -things did

. happen during the last 20 months, there

were very few incidents of that kind;
that the majority of the people were not
merely not adversely affected by all the
things done during this period, but were
positively benefited. Following this, it is
sought to be shown that the discontent—
which even the Congress politicians can
no more pretend does not exist—is con-
fined only to the cities, and" is being
exploited by the urban intelligentsia, and
of course, the professional politicians
from the opposition camp.

@

But the fact is that it is the -poor who

have suffered most during the Emergency
The sterilisation compaign, to take just
one example, hit the poor much hasder
than it ever did the middle classes. It
would ‘anyway not have been possible
to force entry into middle class homes
and drag people off and force-them to

be vesectomised; nor would people

belonging to these classes be ‘induced’
by the so-called incentives and disincen-
tives—yet another example ' of euphe-
mism for plain and simple coercion—to

get themselves sterilised. The people who -

Jsuffered and resisted at Peepli in Haryana

or Muzaffarnagar in UP did net belong
to the urban intelligentsia, which, the
Congress leaders maintain, is the only
section of the population that has a
grouse against the Congress. Nor for
that matter did the middle classes suffer
under the various schemes of beautifica-

tion and slum-clearance that were under-

taken with such zeal during the last 20
months. On the contrary, in most cases,
the middle classes welcomed such mea-
sures which sought to remove ‘eyesores’
from nice and respectable surroundings.
Take again the matter of industrial rela-
tions. It was the ordinary factory worker,

- denied his regular bonus, denied his right

to go on strike as part of the process of
collective bargaining, and denied any
protection ' against unilateral actions by
the managements by way of lock-outs

and retrenchments who suffered the most.

The issue in the present -elections is
quite simple. Even the Janata Party’s
formulation that the choice is between
democracy and dictatorship is not entirely
correct for it assumes that before
June 25, 1975 democratic conditions
indeed prevailed all over the country.
Such certainly was not the case. What
was in existence before June 25; 1975
was a very imperfect form of general

“civil liberties, available, though in a res-

tricted form and not everywhere or for
everyone in the country.” Such things as
rule of law, freedom of speech, equality
of opportunity and other comporents of
a liberal polity no doubt existed in the
statute books; but at the same time, these
were severely restricted by other provi-
sions of the same statute books. What
the Emergency of June 25 did was to
desttoy whatever limited democracy and
civil liberties that existed in the country;
and the most urgent task before our
peopie is td strive to restore those limited
civil liberties. As for ‘socialism’, only
the most innocent (or the most hypo-
critical) can believe that that can be
an issue in the present elections in
India 1977.

Textile Industry

Controlled Cloth Fiasco

AMONG the many promises of the
Congress party’s eclection manifesto is
that the party will “further expand pro-
grammes.,, to bring high quality con-
trolled cloth to the public”. Those who
drafted the manifesto must have been
either completely out of touch with
reality or hell-bent upon misleading the
people. How else can one explain taik

. of further expanding the controlled cloth

o ,
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programme when in fact the scheme is-

very clearly on its death-bed?

The government -itself has whittled
down the obligation on textile mills to
produce the controlled varieties of cloth
from 800 mn sq metres per annum tio,
first,. 400 mn-sq metres and, more
recently, through the decision to ask the
handloom sector to produce 100 mn sq
metres, to just 300 mn sq metres. How-
ever, the decline in the actual produc-
tion of controlled cloth has been even
more rapid than the progressive scaling
down of the target by the government.
Currently  production of controlled
varieties of cloth is reported to be run-
ning at around 22 mn sq metres per
month which represents a shortfall even
compared to the emaciated target of

-300 mn sq metres per annum..

If the controlled cloth scheme, which
is also a part of the 20-point programme,
has flopped, it is not for want of liberal
concessions to the textile mills., Indeed,
the textile industty has exploited the
controlled cloth scheme to extract one
concession after another . from the
government while continuing to con-
centrate on the production of the most
profitable varieties of cloth. In January
this year the price of controlled cloth
to the mills was .raised by 35 per cent.
Since it was decided to keep the retail
price unchanged, the price rise allowed
to the mills entailed a government
subsidy to the mills estimated at

Rs 31 crores in a year. This .was not the

only concession wrested from the govern-
ment by the textile industry. The industry

A has been allowed liberal imports of

viscose fibre, the import duty on which
has been abolished, and of polyester
fibre, the import of which has been
decanalised. Liberal imports of cotton,
of the long and extra-long staplg variety
fof production of fine and superfine -and
blended cloth, have also been arranged
by the government. The industry has
further been assured that such imported
cotton would be sold to them at:the
same ' price -as that of ‘comparable
varicties. of indigenous cotton, with the
government once again footing the bill.
The likely subsidy on this account has
been estimated at around Rs 50 crores.

" At this rate,” the subsidy paid by the

government to the textile industry on the

. price of controlled cloth and on imported

cotton may work out to no less than
about Rs 3 per square metre of con-
trolled cloth produced. And all this for
the production of less than,0.5 sq metre
of controlled cloth per head of the
population per annum!
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JP’s Health

Case for Enquiry

-

A SECTION of the Press has this week
published the full text of a letter written
by Jayaprakash Narayan to the people
of Bibar on July 27, 1976 describing his
life in prison. Jayaprakash' Narayan was
detained in New Delhi in the early
hours of June 26, 1975, immediately
after the proclamation of the state of
Emergency. He was first taken to
Sohna in Haryana, but was sent a few
days later to the All-India Institute of
Medical Sciences, New Delhi; after two
days at the Institute, he was taken to
Chandigarh where he remained in
detention till he was ‘released on
parole’ on November 12, 1975 — five
days after the prime minister’s appeal
against the Allahabad high court’s
judgment in her election case had been
disposed of by the Supreme Court.
Jayaprakash Narayan writes that
during the four-and-a-half months of
detention he was kept in solitary con-
“The loneliness caused a kind
of mental torture. I urged the authorities
to allow one of the many thousands
arrested with me to stay with me so-
that 1T would have a companion with-
whom to exchange ideas while in deten-
tion. But the government did not think%,
it proper to let me have such a facility.”
He compares this experience with the -
treatment he got when he was arrested '
by the British rulers during the freedom
movement. He writes: “In this respect
the behaviour of the Indira government
has been worse than that of the foreign
government. In 1943 when I was a
prisoner in connection with the 1942
movement I -was kept alone and
separately in Lahore. When I asked for
a companion in detention the foreign
government ultimately acceded to my
request and alowed Ram Manochar
Lohia, my colleague, to meet me for an
hour daily. But the present government

- behaved differently and strangely.”

What Jayapragkash Narayan has to say
about the sudden - deterioration of his
health after his detention deserves the
widest attention. He describes in  his
letter how towards the end of September
1975, he began to suffer from acute pain
in the stomach. “I never had such pain
in the past. I got some relief from the
medicines given by the doctors attending
on me but the pain recurred on Octaber 8
and 1 continued to suffer from it till the
last week of October. For diagnosis and
treatment of the pain I was again taken
on October 31-to the same room where
1 hatl been first kept in Chandigash [in

379
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the Post.Graduate Institute of Medical

Edl(catlon and Research] and remained *

there ull I was released on November:12.
I was nearly dead when I was out of

* detention.”

Though he was critically ill,
Jayaprakash Narayan says in his letter,
he was told about the. damaged state
of his kidneys only a week before his
release. “I didy not have a kidney
ailment before my arrest. Nor was I told
during the four months’
Chandigath that my ‘kidneys were
malfunctioning. Suddenly on November 5,
1975 X was informed that both my
kldnaﬁfs had stopped functioning. I could
not uAderstand how and when I became
a victim of the kidney disease. 1 was
-taking all® “the medicines prescribed to
me -at Chandlgarh I was also sticking
to the diet given to me in detention.

So the tota] collapse of my kidneys was -

beyond my comprehension. A number
of my friends have expressed a doubt,
whlch I share, that my kldneys may
have been deliberately damaged.” Con-

sistent with the restraint which marks

the entire letter, Jayaprakash Narayan
does not say more on\ the subject
except to quote the physiclans who
examined and treated him in Bombay
to the effect that had he gone in for
their treatment even 15 days earlier the
functioning of his kidneys™ could have
been “partially restored.

In the last few weeks a number of
non-partisan persons from different parts
of the country, including academicians,
journalists, lawyers, artists and others,
have issued public. statements on such
matters as the need for full restoration
of civil liberties and the revocation of
the state of Emergency so that the
ensuing elections to the Lok Sabha can
be relatively free and fair. (One such
statement issued from Calcutta appears
in the Letters to Editor columns of this
issue.) A similar forceful, non-partisan
appeal needs to be made for an
1mpartxal and competent enquiry - into
the facts of " the deterioration of
Jayaprakash Narayan’s k’ealth and the
medical attention given ‘to him during
his detention. The ruling party and the
government for their part should
welcome such an enquiry which alone
wills set at rest the very disturbing
doubts raised by Yayaprakash Narayans
letter. co

Y

Nagaland

Fresh Arrests -

THE ‘relaxation’ of Emergency has not

been of thesame kind throughout the ’
country; our ‘Clippings’ column this week
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detention in

presents only a selection of news items
that have appeared in the course of just
one week on political workers still under
detention as well as on many who continue
to be arrested afresh in many parts of the
country. It is true that people in the bigger

-cities have been experiencing a feeling of
_near-euphoria during the past few days,

and meetings "addressed by leaders of
opposition parties have attracted immense
crowds. This is understandable. For the
people in- these cities the experience of
being so totally muzzled as they were
during the last 20 months was a new one,
and the unexpected ‘relaxation’ of curbs
has been a bit of a heady experience. It is
only in the so-called ‘remote’ regions that
the kind of fear—which our people are
now being urged to conquer—has been a
fact of life since times long before the
imposition - of the internal Emergency.

* Life under much harsher emergency con-

ditions has been common experience for.

the people of these ‘remote’ areas long
before the crisis and the contradictions of
the Indian ruling classes took a decisive
turn on June 25, 1975.

Take, for instance, the case of Nagaland.
For years now, peace is supposed to have
reigned supreme in Nagaland. But even
after the ‘hostiles” were reported to have

- made unconditional surrenders (except, of

course, for a few misguided young men
under unspecified alien influences) and
there were prospects of the evolution of a
genuine two-party political system in
Nagaland, the UDF government was
overthrown, with the active connivance of
the Centre (again anticipating the experience
Congress politicians in Uttar Pradesh and
Orissa had to undergo much later). Not
content with that, the ultra-loyal Naga
Nationalist  Organisation  itself  wag
‘absorbed’ into the Congress—a device
repeated in Meghalaya vis-a-vis the
APHLC, or rather a rump of it. The move
was dw)ly resented by the majority of the
Naga people and a debate is still continuing
in Nagaland on its wisdom and long-term
political implications.

= In fact, with the entry of Congress into
Nagaland fresh repressive measures seem
to have been let loose in that state. For,
even as Hokishe Sema- was strutting on
the stage at the Gauhati session of the
AICC (and a trickle of release of political
prisoners had begun in the rest of the
country), UDF leaders in Nagaland were

being detained. On November 22, 1976,

detention orders under Section 3 and 16-A

- of MISA were issued against Vamuzo

Phesa and Huska Sema, former UDF
ministers, and Chalie Kevichusa, editor of
the pro-UDF paper Ura Mail. The
‘provocation’ for the arrests was, presum-
ably, the fact that the UDF ‘leaders had
once again urged the full implementation

-

¢
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of the ‘Shillong Accord® of November 1975

especlally Clause Three of the Accord’

which ‘called for *‘discussiofis for a final
settlement [of the Naga problem)”.

It is now over three months since the
arrests were made; and not merely have
the prisoners not been released following
the announcement of ‘relaxation’ of

Emergency, but fresh arrests are continuing. -

According to the February 16 issue of
Ura Mail, Avito Achumi and Ahu Sakhrie
“have been added to the crop of recent
arrests under MISA. The two young boys

were “arrested on February 3 and 4

respectively”.

It is in these conditions that the elections

are going to be fought in Nagaland.

Iran S

Amnesty Report

THE Shah of Iran is very cross with
Amnesty International. The latter has been
cheeky beyond words, and has recently
published a brochure giving details of the
conditions under which political prisoners
are kept in Iran. Truth shall be out. A
steady flow of news has recently emitted
from diverse quarters concerning the
nature of the regime the Shah has installed
in his country. These reports refer to the

tortures practised, as matter of course, *

by the Yranian security police against
political prisoners, and the hundreds of
deaths that routinely take place, both

inside prison and outside, whenever the -

Shah’s men feel the security of the State to
be ‘endangered’. Because the Shah has
been offering hush money to many of the
developing countries, protests against his
regime haye been muffled even in these
parts of the world; those receiving grants
and credit from him have considered it
politic to slur over the particularly repulsive
aspects of his regime. Instances are not
wanting when authorities in a number of
Third World countries have admonished
the public media to be gentle with the Shah;

on occasion, bribe-induced adulation has -

gone to the extent of the Shah bemg referred
to as the Shahenshah.

At the other end, the so-called advanced
Western countries too have understandably
been in raptures over the Shah. In recent
years, the outlay on defence by the SHah’s
government has exceeded 50 per cent of
aggregate current public expenditure. Most

of this has ended up as new demand for the -

output of the defence industiies in the
United States and Western Europe. In
the course of a brief half-a~dozen years,
the shipment of arms from the United
States has jumped from less than two
billion dollars to more than ten billion;
Iran has been an.important contributor to

this escalation, Flush with oil money, the -

. k] .
used against

Shah has not been found wanting in making
other kinds of investments in the West too.
Apart from Buying up stocks in American

banks, hotels and airlines, the Shall has .

been particularly proud of his purchase

-~ of a substantial part of the capital stock

of the Krupp empire in West Germany.
He has thus helped to shore up Krupp’s
defence .industries as much on the capital

_account as on the current account. The

ex-Nazis know who their real friends are
in this wide, open world. )
Not unnaturally, after spending all that

_much money on armaments, the Shah can
+ only afford around four per cent of his

aggregate budgetary outlay on such items
as agriculture, health, transport, etc.
Recent events indicate that the flourish
with which he has been frittering away
funds overseas has created some liquidity
problems, so much so that a number of
American banks have had to oﬁ'er Yran a
short-term ‘credit to the extent' of five
hundred million dollars. As far gs the
Americans are concerned, this is invest-
ment well worth ‘making; most of. this
money, there cannot be any doubt, will
flow back into the United States in some
form or other.

While the instruments of torture continue
to be imported with an easy abandon and
dissident Iranians, little
effort has gone in to ensure any effective
improvement in the conditions of the vast
majority of the population. Underneath
the veneer of Teheran, poverty stalks the

* land, discontent simmers, a discontent

which cannot be kept under lid despite
the Shah’s public relations hirelings in the
West and the Third World countries. It is
to the credit of Amnesty International
that it has refused to be browbeaten and
has*continued to publish factual material
on the true conditions inside the country.
Those others who, with a gleam in _their
‘eyes, canvass for the Shah’s tainted money
ought to be put to shame by the kind of

information Amnesty International has-
been able to ferret out. Or, where money is .

concerned, are all moral principles dead?
7

C|ipgings . '

*“The Prime Minister represents the entire

~ country and any attack on him or her is an

attack ‘on the entire people”, Mrs Gandhi
told a Congress election meeting at
Berhampur, in Murshidabad district, today.
“The abuses being hurled at me by the
Opposition are tarnishing the image of

‘ India”, ssht added.

The Statesman, February 21
Mr Sanjay Gandhi today predicted an

‘unprecedented’ victory for the Congress in

the election. Mr Gandhi, who arrived here
[Lucknow} this evening to file his nomina-
tion for the Amethi constnuency in
Sultanpur tomorrow morning, said the
atmosphere was in favour of the Congress...
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He was received at the airport by the
chief minister, Me N D Tiwari.

The Statesman, February 17

He [West Bengal chief minister,
Siddhartha Ray] quoted Mrs Gandhi to say
that ““Sanjay xs an insignificant worker of
the Congress”. A reporter asked: “How
can an insigniﬁcant worker get VIP
treatment all over the country 7’ Mr Ray
replied: “Personally, 1 feel chief ministers
should not go to the airport to receive
Mr Gandhi.”

The Statesman, February 16 .

A CPI leader has warned that with the
announcement of ‘Mr Sanjay Gandhx s
candidature from Amethi constituency in
Uttar Pradesh, the coming Lok Sabha poll
has become a fight between ‘samajwad and
sanayavad’, democracy versus dynasty.

The Financial Expréss, February 17

The CPI general secretary, Mr C
Rajeswara Rao, today said that “the main
responsibility for the emergence of extra-
constitutional methods and centres of
personal poweristhat of the Prime Minister™.

Deccan Herald, February 10

Opposition causing defections: PM,
Heading in The Times of India,

February 25

Sixteen opposition members of the
[Andhra] state legislature and one legis-
lative council member have been admitted
into the Congress, chief minister J Vengala
Rao told newsmen here [Hyderabad]
today. -

Indian Express, February 17

. .About 500 active members of the DMK,
including some holding offices in pancha-
yats, talukas and unions, are joining the
Congress in Tamil Nadu, according to
Mr R P Ulaganambi, DMK member of-
the dissolved Lok Sabha who has recently
joined the Congress.

Indian Express, February 8

Professor Kishore Monga, general
secretary, south district unit of Bharatiya

ok Dal in‘Delhi, today announced his
resignation from the membership of the
BLD along with 500 workers. In a state-
ment issued today he said they had joined
the Indian National Congress.

The Times of India, February 10

Mr Govind Rai Batra of the former
Vishal Harayana Party has joined the
Congress with his 2,000 supporters, Teports
Samachar.

-Indian Express, February 16

Three opposition members of the Orissa
assembly — one belonging to the Bharatiya
Lok Dal (Janata Party) and two indepen-
dents — have been admitted to the Congress
party, Mr Chintamani Jena, president of
the Orissa pradesh Congress committee,
announced today.

The Times of India, February 16

The two most influential former rulers in
Madhya Pradesh appear to have been won
over by the .Congress. Mr Madhavrao
Scindja of Gwalior and Mr Martand Singh
of Rewa, who won with thumping majority
in the ldst Lok Sabha poll, are almost
certain to contest as Independents with
Congress support next month.

, Indian Express,’ February 13

There are still about five §o six thousand
political detenus imprisoned under MISA
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all over the country, Janata Party general
secretary L. K Advani told reporters Here
[New Delhi] today.

Indian Express, February 21

Over 300 teachers of primary and

secondary schools and colleges in Maha-

rashtra are still in jail under the MISA,
according to Mr G P Pradhan, MLC.

The Times of India, February 8

Mr Vijay Kumar Malhotra, the Delhi-
convenor of the Janata Party, today said
90 MISA detenus from the capttal had
still not been released..

Indian Express, February 9

Convenor of the MP unit of the Janata
Party, Kusha Bhau Thakre, today said
about 2,000 political pnsoners who did not
belong to banned organisations were still
behind bars in Madhya Pradesh.

Indzan Express, February 1}

He [Bhupesh Gupta, leader of CPI
group in Rajya Sabha] said a large number
of political workers belonging to different
parties were languishing in the prisons of

- West Bengal, many of them for several

years.
The Statesman, February 11

Nearly 100 political workers mcludmg
four student leaders were still in jail in
Assam, Sri Biswa Goswami, secretary -
Assam unit of the Janata Party said here
{Gauhatij today.

The Assam Tribune, February 16

Mr Tulpule and his collegues stated that
still 42 major trade union leaders' were
behind bars in Maharashtra despite +chief
minister S B Chavan’s assertions to the
contrary.

Indian Express, February 17

- Mr Bhikha Lal, MLA, secretary, UP
state council of the Communist Party of
India has in a statement to the press
stated . .. that despite repeated announce-
ments by the government at various levels
that MISA detenus have been released, 31
detenus belonging to the Communist Party
of India and trade unions affiliated to the
AITUC have not been released as yet.

Patriot, February 17
About 50 people nominated by -the

Janata Party as candidates for the March
election are still in jail.

The Statesman, February 17
Mr P V Chalapathi Rao a Jana Sangh

. MLC against whpm a warrant was pending

was arrested under the MISA when he
came to address a Janata Party public
_meeting at Anakapalle about 30 kilometres
from here [Visakhapatnam] last night,

Indian Express, February 12

Two Marxist leaders, Mr Paruchuri
Nageswara Rao and Mr Lavu Bala
Gangadhara Rao, were arrested here
[Tenali] on Sunday evening under the
Maintenance of Internal Security Act.

Indian Express, February 17
A furore has been created in Janata
Party, circles here [Hyderabad] with the

news® that their Nalgonda parliamentary
candidate, Mr Jagam\nohan Reddy, was
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rrested immediately after he filed his
noméhation papers today at Nalgonda.

Free Press Journal, February 17

i

As the electxon campaign gets under way
more concessions have been announced to
lure voters to the ruling party.

. The Financial Express, February 21

The Umon government today announced
cut in fertiliser ‘prices ranging between
Rs 100 to Rs 645 pgx tonne.

TheEconbm:chmes February 8

Land revenue rates . wereshalved by the
up government here [Lucknow] today ..
The state Fovernment would lose Rs 23 50
crores ig revenue out of Rs 65 crores.

- The Statesman, February 17

NES L1
The Bihar cabinet today decided to give
additional dearness

employees drawing pay from Rs 501 to
Rs 1,250 (including special pay) at the
rate of Rs 36 per month. -

Hindustan Times, February 16

The Madhya Pradesh government em-
ployecs will receive one more instalment of
dearness allowance with effect from
February 1, it was officially announced here

- [Bhopal] today.
Free Press Journal, February 18 |

The Punjab govemment today announc-

of police officers.
The Times of India, February 12

Aboyt one lakh workers of the Tamil .

Nadu Electricity Board will get revised
wages with effect from December 1, 1974. .

Indian Express, February 19

Thousands of citizens will benefit from a
decision taken by the Union government to

approve of the unauthorised colonies in .

Delhi, including unauthorised extension of

\approved colonies and those around the

villages outside the Lal Dora.

The Times of India, February i7

The Reserve Bank of India has asked
banks to extend full support to the drive for
economic growth and mcreased production.
They have been told “to respond quickly

and effectively” {o the emerging needs of the .

economy.
The Economic Tim'es, Februry 1 7’

The government of Indfa’s scheme to
funnel soft loan assxstancego selected key
industries should get off tht mark in the
last week of this month, when the first
batch of applications under the scheme is
hkely to be sanctioned,

Indian Express, February 18

Maharashtra’s Compulsory Sterilisation
Bill, a pioneering piece of legislation, may
be dropped in the llght of the Congress
manifesto’s commitment not to use ‘force’
in implementing the -family planning
programme, Mr S8 B Chavan, chief
minister indicated here [Bombay] today.

The Economic Times February 18
The Uttar Pradesh government has

further relaxed the family planning for its
employees enforced earller and more
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facilities have been restored to them with
immediate effect.

‘Patriot, February 16

Family planning through sterilisation is
on an. unofficial holiday in Madhya
Pradesh for the past one month and nobody
in authority today wants to speak about a
subject which was closest to their heart in
the first nine months of 1976-77.

Hz‘ndusmn Times, February 21
The defence minister, Mr Bansi Lal, has

expressed regret for any excesses that may
have been committed by over-zealous

‘officials in implementing family planning
-programme.

“Never in future would any
compulsion .be allowed to be used for the
purpose™, he assured the people at a public
meeting in Ambala city, held to launch the
election campaign of the party.

The Hindu, February 21

A steep and continuing increase in the
prices of most of the essential commodities
and non-availability of edible oils has
suddenly become the major source of worry-

. . [
to the people of Bombay on the eve of
elections.

“  Free Press Journal, February 18

. The Prime Minister, Mrs Indira Gandhi,
said” here [New Delhi] today that...a

considerable relaxation of emergency had v

eroded discipline leading to a nse in prices,
of certain commodities.

The Economic Times, February 11

Gu)arat pradesh” Congress commmee
president Kantilal Ghia has clarified that
Mr Dwarkadas Patel will be the party’s
official candidate from Amreli consti-
tuency. .. A big kulak, oil mill magnate
and groundnut oil merchant Mr Patel
wields much influence inside and outside
the party. |

Patriot, February 20

The Gujarat government is understood
to have issued permits to oilmillers for the
sale of 2,500 tonnes of groundnut oil to
private trade outside the state.

The Economic Times, February 11

LETTERS TO EDITOR

| Dem‘and for Restoration of
Democratic‘ Norms

WE have noted with satisfactionsthat the
entire progressive and democratic opinion
in the country has come out emphatically
for certain national demands, viz,

. —Immediate and unconditional release
of all political prisoners and detainees
held before or after the proclamation
of Emergency;

—Removal of all restrictions on freedom
of press, right of assembly and speech,

and assertion of democratic liberties;

~Immediate lifting of the state of
Emergency; and

—Ensuring a -genuinely free and fair

" election. ,

We, therefore, earnestly appeal to all
demecratic forces, whether within the party
now in power or outside it, and irrespective
of electoral alignments, to join in these
demands for the restoration of stable and
genuine democratic norms - in national
political life as the principal issue in the
forthcoming momentous elections, and
thus to ensure that our sovereign people
can go freely and fearlessly to the polls.

Signed by more thad 200 artists,
writers, teachers and other inieﬂ§c~
tual workers in universities and other
academic institutions.of Calcutta.
The signatories include, among
others, Nihar Munsi, Satyajit Ray,
Susobhan Sarkar, - Mrinal Sen,
‘Soumitra Chatterjee, Samar Sen,
Sanka Ghosh, Nirash Bose,
- Mandndra M -Chakraborty, Satin
Chakrabarty, R N Bhattacharyyas

Deb Kumar Bose, Ajit Biswas,

Barun De, Mira Dutta Gupta, Bela -

Dutta Gupta, Jyotirindra ‘Moitra,
" Gautam Chattopadhyay, Binayak
Dutta Roy and Amarnath Bhaduri.

Calcutta
February 5

Political Prisoners

IT is being claimed that the Emergency has
been relaxed. How seriously can this claim
be taken when thousands are still behind
bars, most of them political activists?
How cdn the elections be ‘fair and free’
when political adversaries even of a
parliamentarist hue are not being given a
fair chance to muster their following and
the Press is still subject to be Publication of
Objectionable Matter Act?

A very strange spectacle is provided in
Andhra Pradesh where the chief minister
claims that every detenu has been released,

with the exception of those who are subject

to section 16-A of MISA, i e, members of
the banned political parties and organisa-

tions. The truth is otherwise. Even writers:

belonging to the Viplava Rachaytala
-Sangham (Revolutionary Writers’ Associa-

~tion) are still in detention though the

organisation has not been banned. Stranger
=till, the secretary of the state Civil Liberties
Association continues to be in prison.

Hy&erabad M SOMASEKHAR,
February 10 ‘
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In Due Season
* Kapurusa A «
HYPERBOLES must = have their kindly-looking -ladies and gentlemen

dominion, even if it be for a few brief
weeks. An election that could end all

" elections? A once-over- choice between

N

. democracy

and - totalitarianism? An
' opportunity to pinpoint the culpability
for the grosstess currently afflicting the
nation to where it belongs? Alas, it is
hardly that simple. A nation does not
slip under totalitarianism overnight.
There is a process which works, as they
say, before your very eyes. Advantage
is taken of the majority’s absent-
mindedness, or of their lack of lustre.
Politics, the majority love to assume, is
a dirty game, why should we soil cur
hands, let us leave it to the devious ones.
The majority live in a ceteris paribus
world, they cling to their own illusions,
they. place their personal chores ahead
of the rest of the agenda. At most, they
may be persuaded to troop to the polling
booth and vote for this or that candidate
in periodic elections. At most, they may
be persuaded to’feel dejected or elated
over this or that particular political
development, just as they are by the
‘results- of a particular football match.
But, most of the time, the average
citizen’s political instincts are in hiberna-
tion. Let the politicians go their way,
the average citizen would love to go
his, and he would keep hoping that their
paths never cross,

This sloth in attitude makes it almost
a co-operative game.. Authoritarianism
is not an act of nature. It does not come

as a bolt from the blue; it develops, #¥

matures, it serves adequate notice of its
gradual advance. Week by week, month
by month, inch by inch, trends manifest
themselves. If no protests are registered
against those manifestations, then bold-
ness takes over. Boldness in due course
becomes brazenness. If one can get away
with murder, of course one will get
away with it. This may be the season
for moral indignation, but, be fair,
no¥itdy deprives you of your freedom.
You lose it by default. Your lack of
algrtness creates the opportunity for
others. Once it knocks at the door, an
opportunity is to be availed of. All and
sundry, would-be authoritarians included,
learn this lesson in the school of life.
Successful  dictators are fly-by.night
operators, but they are allowed to fly
by night. '

Why beat about the bush, consider
our own case. Till the end of the last
decade, the goings-on here conformed to
a pattern. The Constitution, which the

wrote in the late forties, had conceived
a federal structure. Various factors,
though, increasingly pushed
unitary direction. The Centre was strong
from the beginning, and grew stronger

" with the years, with perbaps an inter-

regnum in the mid-1960s. The more
prominent political leaders’ crowded the
Centre, which made it very much the
centre of things. Somewhat overwhelmed,
the states conformed, at least upto a con-
siderable point, This was reflective as

much of discretion as of good manners:

there were areas beyond which the state
chief ministers decided it was neither
prudent nor decorous to venture. By
implication, since discretion begets
discretion, the Centre too learnt to
reciprocate: “in bowrgeois intercourses,
certain limits are not supposed to be
transgressed. Nudge the states, try to
make them conform to a set of overall
targets, but do not overreach. The .five-
year plans thus became a most
gentlemanly affair., No major conflicts
ever arose, largely because the Centre-
states dialectics did not involve any
class questions. There was no economic
divide between, let us say, Jawaharlal
Nehru and B C Roy.

The mutual “relations between political
parties conformed to the pattern as long
as, again, the -class issue did not
intervene. Once the flames of Telengana
had died down, by and large the different
political groups began to tolerate one
another, and a kind of common code of
behaviour—unwritten but- nonetheless
genuine—almost emerged. There was a
jolt in this "spirit of tolerance by the
ugly happenings in Kerala in 1959, and
later by the hysteria 1¢t loose by the war
with China in 1962 and the emergence
of the United Front in West Bengal in
1967. One then learnt the boundary con-
ditions: you will be all right as long as

you do not try to rattle the class base

of the polity, which the communists, in

their innocence, did in Kerala in 1959

and tried to repeat ten years later in
West Bengal. )

That was good liberal education.
Much of the milk of democratic kind-
ness is a sectarian attribute, it -is not
available for those who are on the other
side of the river. Fair enough; in our
kind of situation, that is axiomatic. The
character ‘of the State being what it is,
the poor—and those who plead the cause
of the poor—would have to be mowed
down. Once you leave out ‘the poor,

it in a’
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certain bourgeois etiquettes were  how.

ever adhered to in the polity. The Centre
was overwhelmingly powerful, But not
aggressively so, in relation to the states.
Even at the Centre, multipolarity was
the rule. Individual ministries could
exercise their prerogative and express
their points of view; they would be
listened to. On occasion, the Ministry of
Finance, particu‘lar{y the Department of
Economic Affairs, would flex its muscles,
but the other ministries were not entirely
helpless. They could take their case to
the Cabinet and argue it out; the Prime
Minister's office, unobtrusively, would
help to mediate, if mediation was
needed. The Centre, even though it
could have thrown its weight about in
all seasons, was deferential to the senti-
ments of individual states, meaning,
most of the time, the sentiments of the
individual chief ministers. Live and let
live was seemingly the motto. The Centre

“was keen enough to allow the states an

adequate say in bow the economy was
allowed to run. Translated into. anothers

Tanguage, this was a smooth enough

arrangement for the sharing of spoils by
the classes who really mattered. .

Something went awry from 1971
onwards. An impatience was abroad.
This had nothing to do with economic
issues, real or fake. The development
had a mundane subjective basis, €n
practically all matters, the Centre began
to insist that the states must fall in, and
ask no questions, They were relegated to
a listening role; they were no longer in
a position to flaunt their separate ego.
Similarly, at the Centre, power was no
longer dispersed with the individual
ministries, nor with the Department of
Economic Affairs; it gravitated towards
one particular office and, gradually,
within that office, to a small coterie,
who, honestly or otherwise, came to
think that their kingdom had come, and °
whoever demurred was an enemy and
a traitor, to be marked for liquidation.
From there, it was a brief, logical step
to consider all political groups arrayed
against the}r} as despicable vermin.

One thing leads to another. The party ,
in power wants its control over the
entire country, now and for ever, to be
accepted by each and all, no less. The

- Centre demands total subservience from

the states, no less. Within the party and
at the centre, yet others demand total
submission on the part of individual
ministers and ministries, no less. But all
this has come about with the leave of
many of those who are now shouting
foul. Idolatory is a hazardous pastime.
Blind devotion is in any case ingrained
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“Let there be wealth out of waste.”

Hindustan Lever Research and Technology have turned a

forest waste into an international product with several crores per annum

of export potentlal-—-and created seasonal jobs for Adivasis.

‘Until a few years ago, the Sal forest was a subject for
poems and pictures and little else besides. , .

This picture started changing for the better once

Hindustan Lever's Research scientists started work on it.

And an enterprising forest contractor offered to organise
collection of Sal seeds in the wilds of Orissa.

Sal fat is today processed and exported as a cocoa butter
extender to give the special melt-in-the-mouth property,
so valued by chocolate makers of the world.

Today our enricned Sal fat exports fetch crores of

- foreign exchange per annum. Potential for exports g
could be doubled, provided the prices are competitive -
internationally. And it provides seasonal employment .
and income in backward areas for thousands of.
-Adivasis. A good example of transfer of wealth through
technology from the chocolate consumer in Europe
to the Adivasi in Orissa.

Relevant Research turns yesterday s waste mto
today’s wealith. , -

Hindustan Lever Ltd. .
Relevant Technology for the Millions

CMHL-2-254
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in .thc Indian psyche. It is now. being
urged upon the Indian people that they
must be uhflinching in their foyalty,
anything less,is treason.  The comiplaint
that this outrage has been perpetrated
from above is travesty of a kind
Remember  December 1971, when
practically all political groups in Parlia-
ment met in special session 1o attribute
the glory of the victory of .the
Bangladesh war exclusively to one
individual? Few protested against this
extraordinary  display of  all-party
sycophancy.. The householder nodded
approval, worship comes easily to him.
If you confer honorary divinity on any
one, it goes to the person’s head, he
takes the illusion to be the reality. In
the circumstances, it would "be un-
charitable to blame that person alone.
What has taken- place in the country in
the past two years is linked to . the
initial folly of installing an ordinary
mortal on a lofty pedestal.’ The con-
sequence has to be suffered. If Divine
Mother comes, Prince Charming has to
be part of the ensemble; if you accépt

one, you cannot decry the other. The

current elections may sort things out.

But on this particular issue the soul-
searching has to go deeper. All
authorities love to be, and try to be,
authoritarian. They succeed in the

attempt only when ordinary people

connive with them. They connive by

- their indifference, they do so by theu'

absentmindedness. - /

There is also a certain black humour
in the situation. The crisis is-internal to
the ruling groups; to sort it out, hands
are being stretched across’ the class
barricade. The poor have their uses. In
the Middle Ages, the king would on
occasion appeal to them over the heads
of the barons—to get rid of some of the
inconvenient ones amongst the latter. On
other occasions, the barons wounld com-
mission their services to get rid of an
inconvenient king whom they had elected
in the first place. The poor have been

pragmatic enough. They have sometimes |

helped a king in distress, but they have
also banded themsclves together to get
rid of an overbearing royalty. History
has offered the poor only small change,
but it has been impossible to ignore
them either. A consoling thought in this
season of hyperboles

CAPITAL VIEW

The Groundswell

Romesh Thapar

SIGNIFICANTLY, even though the
programmes and promises of the com-
peting parties have been published the
aberrat;ons of the Emergency—or, for
that matter, the achievements (if any)—
remain the theme of " the opening shots
of the current election campaign. The
various spokesmen of the ruling party
keep on complaining about this obses-
sion of ,those who are opposed to them,
an obsession which makes it impossible
for Indira. Gandhi to move on to the
familiar issues of ‘stability’, ‘conspiracy’
and what have you. The ruling party’s
faillfé to develop its own specific thrust
fog the election is most marked.
Reports coming into the headquarters
of various parties here, including' the
tuling party, indicate that the contests
in the constituencies are going to see a
big mebitisation by the Opposition. Take

. their {Congress favours and concessions,

take their money, take their buses and
trucks, but vote them out—that seems
to be the message ‘that is moving from

~village to village in the North. In certain

_ Southern areas like Maharashtra, Andhra
" Pradesh and Karnataka, the mood is

somewhat different. Whichever way you
lock. at it, some profound thinking is

L Under way. The Emergency has sharpened

consciousness about rights, political and
economic. The result is going to be
startling in many respects.

The Janata Party _assurance, that a
new party is growing with a new. con-
sciousness, is taken very seriously by the
people attending its mammoth meetings.
The sentiment that the hitherto diverse
constitnents of the . party are now
mustering a single spirit, is warmly
appreciated and applauded. This is not
to suggest that people believe that the
messy ranks of the former BLD do not
“contain ‘biological defectors’. On the con-
trary, they are aware of the reality, but
the feeling persists that the trauma of
the Emergency might have given them
a new commitment to the country and
its problems. Hence; Indira Gandhi's
repeated attacks on the political kidgeree
opposing her. This charge against the
Opposition doesn’t stick as it used to.
And, the presence of Jagfivan Ram and
his Congress for Democracy makes a
huge difference in today’s situation.

A\
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Interestingly the Janata  Party’s
manifesto has been more favourably
received, that. that of the ruling party.
Note is taken of the fact that the Jana
Sangh cadres have been powerfully
committed to secularism, socialism and
democratic functioning. Even a detail,
like the abolition of the fundamental
right to property, is seen as a significant
detail. Again, the ruling party cannot
continue to glibly describe the Janata
Party as a symbol of right reaction. The

accusation will \have to be more

elaborately mounted by a party which
has not distinguished itself as a socialist
force. Indeed, the assault on its empty
claims' to socialism is already 1taking
shape at meetings all;over the country.

Admittedly,-the ability of the Opposi-
tion to get into some order in a short
span of time has suddenly increased the
uncertainty and confusion in the camp
of the ruling party. The opportunist
hangers-on of the party in power, fearful
of an election, are busy forecastmg
another age of chaos for the country.
The perspective of this doomsday thesis
is to try and create the climate for a
revocation or postponement of the
clection. The Capital is only too prone
to this kind of kite-flying; it has suffered
grievously during the Emergency and is
inclined to be panicky. At the same time®,
those who want the lifting ef the
Emergency and 'an end to MISA are
arguing that unless--this is done, the
ruling - party’s protestations about the
future cannot be taken seriously. Jagjivan
Ram certainly haunts the ruling .party. °
How times have changed!

Though Samachar continues to blot
it out, the truth certainly gets around.
Yes, it is a“fact that Indira Gandhi’s
meetings were very poorly attended in
Rae Bareli. Yes, it is a fact that an
assortment of the Prime Minister’s former
advisers are limping back to do some
more master-minding in defections and
such activity. Yes, it is a fact that
transport is being monopolised by the
ruling party iff the constituencies, meet-
ings are sought to be disrupted by cutting
electric power, and threats are being
used against newspapers, against business-
men and a host of other persons who
are utterly defenceless. But all this feeds
the quiet anger of the people. Yes, it is
a fact that the CPI(M) offered a united
front to the CPI in Kerala, with the
guaranteed promise of chief minister-
ship, finance ministership and home
ministership—and this was rcbuffed for
what looks like a junior partnership with
theeruling Congress. Yes, it is a fact that
the Tulmohan Rams and Balraj Madhoks
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continue to receive undue attention from / are not even bothered with appearances;

the ¢mbattled parties. And, yes, it is a
fact that by and large the voters believe
. that the elections will be so ‘organised’
‘as to give Indira Gandhi a victory, but
the belief is dissolving with every day
that passes.

At the moment, one of the favounte

pastxmw in the Capital is to watch the

various elements,g committed to the
Emergency, who are beginning to review
their commxtment to re-define it. Some

*.» ig- .

they have assumed a new garb overnight.
Will this go on steadily until the middle
of March, or will the major reversal

occur after the elections? The specula-.

tion is intense and unending. The old
yardsticks of analysis do not seem to
be relevant. The Indian people—yes,
both in town and village—are probably
preparing a surprise which will take us
a long time to digest.

February 21.

FRQM OUR CORRESPONDENTS
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ALL attention is on the election ‘these
days ‘and all the activity of the ruling
party a$ well as the opposition is geared
to it. Jt is instructive in this context to

note the manner in which the administra-

tion is conducting itself in this exciting
pre-election - period. .

It is not unusual for political "parties
seeking votes to be liberal with their
promises. It is also not unusual for the
ruling party to press the administrative
machinery into action to. serve its
electioneering riceds. But the spate of
concessions being announced on the
present occasion Surpasses past records.
People remember the large number of
inangural functions and foundation-
stone-laying ceremonies conducted by
ministers, including the prime minister,
on the eve of elections in the past. Most
of these projects nmever materialised and
this' is a subject of considerable
embarrassment for the ruling party. But
the government’s pre-election announce.
ments to win the favour of the electorate
on the present occasion have a distinc-
tive quality of their own. They confer
immediate pecuniary benefits on some
selected section of voters or the other.

Two particular concessions deserve
special mention in this c(,\unecuon One
“has been announced by the Bihar
government which will result in the pay-
ment of over Rs 2 crores to school
teachers who had gone on strike in 1974.
Their salary for the strike period, which
had been withheld so far, has now been
released with instructions that the money
should be disbursed before the election.
Far more brazen is the decision of the
UP government to cut by half the rate
of land revenue. The UP ghiél minister
gave a really farcical touch to  the
announcement of this concession when
he claimed that the decision was being
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.claimed in all
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taken in fulfilment of a commitment
‘given to the state’s farmers in response
to the Pant Commission’s recommenda-
tion made 25 years ago, in 1952. He
seriousness that the
Congress was determined to fulfil this
promise. The cut in land revenue is
estimated to result in an annual revenue
loss of Rs 22 crores to the government.
The chief minister also disclosed that the
Pant Commission had recommended that
the cut in land revenuve was to hold for
40 years. The ridiculousness of the situa-
tion becomes fully clear when it is
recalled that just a few months ago the
UP government. had considered it
necessary to raise land revenue in the
state to improve its revenue position.
The casualness with which a revenue
loss of this order has been accepted
raises many questions. The Planning
Commission has completed its discus-

sions with the state governments on their

Plan outlays for 1977-78. The election
was not in the picture during these
discussiofis and the size of the Plan

outlay in the states sector had been

determined according to projections of

_the resource-raising capabilities of the

states. These projections no longer hold

good.-Not that the ruling party is in the
least bothered about what will happen
to the Plan outlay or the resources

position.

Many other concessions. and rehefs
have been announced and many, more
may be in the offing, Measures like
additional DA to neutralise rise in the
cost of living iIndex for government
employees, bonus payment for workers,
regularisation of unauthorised construc-
tions and colonies. and, above all, suspen-
sion of the tamily- planning drive are
being announced almost every day.
t an election rally held in a

working class area in West Bengal(the
Prime Minister said recently that workers
should "not always look to”the govern-
ment“for protection but should fight back
to assert their rights. This was said with
reference to the large-scale closure of
industrial units and retrenchment of
workers in that area. The Prime Minister
could not be unaware that the govern-
ment’s attitude to industrial relatjons in
the last 19 months-explicitly forbid such
‘fight back’ by workers. Have not the
workers been reminded, sternly and
repeatedly, that in the larger interests of
the nation they have to concentrate on
producing more and not press their
‘sectional’ demands? This was the logic
of the virtual ban on strikes which led
to the almost complete elimination of
loss of mandays due to strikes (though,
of course, there has been no comparable
restraint on employers declaring lock-
outs, etc). Or does the Prime Minister’s
statement presage the dismantling of the.
new industrial relations framework built
np during the Emergency?

Where do all these hasty concessions
announced under the pressure of elec-
tioneering leave the government and the
Congress? After its record of the last,
19 months, it will certainly not be easy
for the ruling party to rely on its
capacity to motivate and inspire different
sections of -the people through appeals
and - exhortations. At the same time,
reversion to the style of the Emergency
may be no less difficult. Is this then the
dead-end for the Congress?

Indian Hume Pipe

INDIAN HUME PIPE, engaged in
products required for the public health
and public works projects like water supply,
drainage, roads and railways, construction
and power projects, has already acquired
considerable ‘capacity and is considering
augmenting financial resources to cope with
the anticipated increase in business.
This is intended to be accomplished by
extending the life of existing debentures of
Rs 50 lakhs by a further period of 7 to 10
years, and issuing further debentures of

Rs 25 lakhs for the same period asalso |

bonus and ‘rights’ shares of Rs 30 lakhs
each. Meanwhile, according to the
chairman, Lalchand Hirachand, the
company is doing well and looks zhead to
another good year. Its turnover during the

- first five months of the current year (July to
"November) has been Rs 4.08 crores

~against Rs 2.75 crores during the same
period last year. Ordets on hand however
were lower at Rs 16.63 crores, against
Rs 19.84 crores a year ago.
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EDUCATION

First Fall-Out of New Pattern

 THR fall-out from the educétional policy

of Maharashtra government seems to have
started. There are reports from different
parts of the state about the financial
problems that many. colleges are facing.
Several colleges have been unable even to
pay the salaries of their academic” and
administrative staff for many months, let
alone spend on other essentials. Of course,
colleges not paying their staff in time is
non-news for several years now, and not in
Maharashtra alone. However, during the
current academic year in Maharashtra, the
problem seems to have acquired a new
dimension, in that even colleges known for
their probity and for satisfactory educa-
tional standards have found themselves in

difficulties, thus suggesting that the finan-

cial problems currently faced by the
colleges are not entlre]y due to maladmini-
stration,
Briefly,
education (popularly called the 104243
pattern), a student isto undergo 10 years of
schooling, followed by 2 years in a higher
secondary school and then 3 years in a
college. Both the examinations, the one at
the end of the tenth year in school and the
other after the two years of higher secon-
dary school, are supposed to be terminal
in the sense that many students are expected
to end their formal education at those
stages. Students joining medical and
engineering colleges and IITs will now do
so directly after HSC examination, instead
of spending one or two years in a Science

college as they do now. A major aim of the &

new pattern is to vocationalise the higher
secondary (plus-two) stage where the
instruction is expected to be more job-

oriented and a student isexpected toacquire

skills which will be directly marketable.
The above pattern is eventually expected

to be adopted throughout the country and

the Maharashtra government is only

' moving fasfer than some other states in

impiementing it. It is probably too late to

‘exareine the merits or demerits of the
- proposed new pattern. However, its

implementation so far does show that many
problems that. are cropping up now could
bave been anticipated and the transition to
the new pattern could have been made
smoother. .

As thifgs stand, the major source of
income for the colleges is the fees they
collect from the students. Of these, the
lion’s share used to come from students of
the first two years, particularly from

students of the first year., These students -
. ow belong to the X1l standard in a higher
secondary school.

Even though many

under the new scheme of -

colleges at the moment are running XII
standard classes as a temporary arrange-
ment, some 80 per cent of the fees they
collect from these students have to be.
deposited in the® government treasury as
per government. rules, with the result that
most colleges are acutely short df cash. This

explains at least partly the current ﬁnancial_ :

difficulties of many colleges.

One may recall that school education in
Maharashtra used to. be for 11 years and
college education for four. Thus, the
intermediate stage of the higher secondary
school is brought in by lopping off one
year each from schools and colleges. Soon
it will be two yearssincethe introduction of
the new pattern but even now many basic

. steps towards its implementation have still

to be taken. For example, with a few
hundred thousand students passing the
SSC examination every year, the state is in
need of several hundreds of higher secon-
dary schools, if not thousands. Since the
state had no 'comparable institutes before,

“one would have expected a massive effort,

before the new pattern was introduced, to
acquire the physical facilities, train the
manpower and so on. Instead, it was
decided, after several months of avoidable
uncertainty, to locate the first year of the

HS course (the XI standard) in high

schools and the second year (the XII
standard) in colleges, barring a few
exceptions. Even this arrangement is ad hoc
and it is not clear for how long it will
continue. However, as no initial steps have

been taken even now 10 open integrated HS |

schools in the state, one may expect this
temporary arrangement to continue inde-
finitely, thus nullifying from the very start
one of the basic objectives of the new
pattem

To fulfil the abjective of vocatxonahsatron )

of the plus-two stage, it goes without saying
that many vocational HS schools have to be
started. At the very least,
expect several new job-oriented courses in
the present high schools and colleges where

“the higher secondary stage is now split.

However, in practice, almost allthe students
in the X1 standard can only opt for one of
the three stteams traditionally taught in
colleges, Arts, Science or Commerce, with
the added disadvantage that they have to
make their ohoice one year earlier in life

than before.

The goal of vocationalisation of higher
education has proved increasingly elusive
with the result that for 30 years now,
education in free India is geared to pro-
ducing only ‘babus and daphtharies’ as
Jawaharlal Nehru used to say dispara-

one should

N
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gingly. Actually, this is a problem to be
tackled not by educationists alone Yat by
the planners and the government as a
whole, because one has to have a clear
idea about the type of jobs that are likely
to be created in the next decade or two .
before trying to train students for them.
But in this respect, whatever perspective
planning the government did in the past has
not proved very accurate, After all, the
present proliferation of Arts and Commerce
colleges in the country is 'a post-Inde-
pendence phenomenon. (In Maharashtra,
it gathered momenturn in the fifties and
early sixties, after the state government

“decided to subsidise even traditional kind

of higher education for the ‘economically
backward communities’.) :

Even the large-scale expansion of
engineering education in the last two
decades had to be slowed down when it was
discovered by the students, to their cost,
that there is no commensurate expansion of
job opportunities for engineering degree or
diploma holders. Similarly, despite a
protracted dialogue about the" need
for radicalisation and expansion of
medical education to produce what are
popularly called ‘barefoot doctors’, the
country continues to produce medical
graduates whose training seems more suited .
to the needs of the British Health Service or
American hospitals.

It should be obvious that vocationalisa®,
ion of education cannot really be achieved
unless there is a rapid expansion in the job
market and also greater facilities for on-the- -
job training for the apprentices. But in
the present context, when the level of
investment for industrial expansion is

- stagnant or declining in real terms, when

there is a refative decline in the opportuni-
ties for technical jobs, it will be futile to
expect this. One could conceivably argue
that even if the final result of any kind of
education is simply to swell the ranks of the
educated unemployed, it is better to be
unemployed as a potential technician than
as a potential clerk. But even this negative
objective is not likely to be realised by the
new 1042+ 3 pattern because of the total
absence of any vocational higher secondary
schools or even any bias towards vocational
education in the traditional schools and
‘colleges.

Indeed, it seems likely that the new
pattern will not accomplish most of its
ostensible objectives, but on the other hand
will raise several new problems. A most
obvious one would be the mechanics of .
conducting two statewide examinations
instead of one as at present, for each one of
which there will be a few hundred thousand
candidates. Past experience has shown that
the available machmery is unable to cope
successfully with even one such examina-

tion; one has only to recall the thousands of
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 BHEL GOES OFF THE TR
" ETCALCUTTA

“"And Calcutta’s transport system
gets on to the right track—with

the introduction of the ali-new - —

trackless electric trolley bus,
. designed and developed by BHEL
for the first time in India.

The trolley bus incorporates all the
advantages of trams and buses, and
does away with all their defects.

Being electrically operated, it will save b{and-new transportation system.

heavily on diesel expenditure, and
will also eliminate pollution caused
by diesel oil. And. by doing away
with tracks, it will significantly lessen

both gapital and maintenance costs.
~ A .

/
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It was hut natural that the Calcutta
Metrapolitan Development Authority |
asked BHEL to design and develop 8
model electric trolley bus, as BHEL
makes a wide range of traction
equipment, not only for the Indian
Railways hut also for exposts |

Yes, BHEL has gone off the track at
Calcutta, only to help put Calcutta’s
traffic on the right track—with'a

more than products,
a total service for energy

Bharat Heavy
Electricals Limited

Marketing & Sales Division

* Rarakhamba Road
flew Delhi House
New Dethi 110 001
Regd. Office:
18-20 Kasturba Gandhi Marg
New Delhi 110 001

¢

£

ECONOMIC AND POLITICAL WEEKLY'

mi(;takes in the results of the last SSC -
examination, which were ascribed by the
SSC Examination Board to computer
errors. It is very questionable, therefore, if
the machinery available in the state can .
cope with two such exdminations.

The long-term effect of the new pattern
on the present colleges is going to be
nothing short of disastrous. As noted earlier,
the bulk of the revenues of a typical ~
college come from its first year classes.
Generally, this is used to sustain the
instruction at higher level for which the
number of students is small and the over-
heads high. With the FY class scheduled to
disappear from the colleges, this would be
impossible to achieve in future,unless there
is a change in the government’s grant-in~
aid formula. But there is no sign of that.
The result of this state of affairs is going to -
be that except for a few popular subjects
such as commerce, languages and perhaps
chemistry, economics, etc, the colleges are
going to find it very difficult to teach other
subjects, even if the state needs graduates
in them.

Moreover, there will be two filtering
processes hereafter instead of one, before
students can enter a college. Because of this
and also because the potential engineering
and medical students will not be in science

colleges for two years as now, the number of ~

students in colleges is expected to decline
sharply. It is estimated that when the
changeover to the new pattern is complete
as many as 50 per cent of the present jobs
in colleges will disappear. In some subjects,

_the proportion will be even higher. This

may render jobless even persons who have

worked for *as long as: 14-15 years in a _q

college. The government has prepared lists .
of surplus teachers from which the future.
vacancies should be filled. But, for one
thing, there may not be any vacancies
for a long time to come. Secondly, it is
reported that the government has not
empowered itself with any authority to
compel college managements to fill the
future vacancies only from the pool of
surplus teachers. On top of other things,
itisgeported that the government also plans
to increase the work-load per teacher from
18 lectures per week to about 24, in
effett enabling colleges to make do with
two teachers where otherwise three would
be necessary in normal circumstances.

Since the secondary stage (the first ten
years) is expected to be a terminal stage for
a Jarge number of students, the higher
secondary schools, even when they come
into existence, will be far fewer in number
than the number of high schools in the
state. The number of colleges will be much

“less. This is going to mean that a vast

majority of the students who would be going
to school for 11 years in the old pattern,
will do so for only 10 in the new one,
Another merit ‘of the old scheme was the
easy accessibility. of higher education:
-throughout the state. Even taluka places
have colleges and high schools exist even in
villages. Together with the subsidy scheme
for the “‘economically backward commun-
ities’, this made it “possitle for a large
number of young boys and girls to acquirg
at least some sort of higher education.

In the Indian context, a vast majority of
the guardians cannot afford to send their
‘wards away from home for education. In
case of girl students, on top of the fidancial
constraints, there are also compelling social
reasons for not sending them away from
the family at the age of 15 or 16 to enroll in
a higher secondary school. To all such
persons, avenues of higher education will be .
effectively closed hereafter. Obviously, this
is going to hit the poorest sections of the
society hardest. In the case of Maharashtra,
these deleterious effects of the new pattern
of education are more likely to be felt in the
Marathwada and Vidarbha areas, which
have a comparatively larger proportion of
scheduled caste and tribe population. This
will further increase the inequalities of
opportunities in the different parts of the
state. ‘

Tronically, this expected reduction in the
production of graduates is going to come
about at a time when the level of literacy
in the country is more or less stagnant and
when the achievement of the constitutional
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requirement of universal primary education
is nowhere in sight. One wonid thinkithat
thé country could use all the graduates it can
produce for this purpose alone, if they are
suitably trained and employed. To accom-
plish this, it is necessary to devise an -
integrated plan whereby every graduate
will spend a couple of years teaching in a
school, on lines similar to the internship
for medical graduates. Even this idea has -
been discussed off and on for many years.
But again, this is a matter which has to be
considered not by’ educationists aJone but
by all the 'policy-makers. And of that
there are no indications so far., -

The financial problem that the colleges are
currently facing is probably the easiest of
the problems that have cropped up in the
process of implementing the new educa-
tional pattern. Indeed, the government is
reported to have already sanctioned an ad
hoc grant to enable them to cope with the
shortage of funds, at least temporarily,
However,  the other problems may not
prove so amenable to solution. In particular,
the organisation of the pius-two stage (the
higher secondary schools) is likely to prove
quite intractable throughout country, except
perhaps in UP, where'there exists a network
of ‘intermediate’ colleges which catered to
the first two years of college in the old
system. The authorities may again take

- some ad hoc, temporarily alleviating mea~,

sures when faced with another crisis.
However, there are no indications of any
effort to indentify the basic issues
involved in educational planning, much
less of any to solve them.

DESPITE slightly lower gross profits at
Rs 2770 crores for the year ended Octo-
ber 1976 (Rs 2.72 crores in the previous
year), the directors of Mahindra and
Mahindra have recommended stepping
up of equity dividend from 10 per cent
to 12,50 per cent. The company’s sales,

‘however, rose to Rs 61,24 crores from

Rs 56.83 crores in the previous year.
The . introduction of a range of diesel
vehicles is responsible for the expansion
in sales, Diesel vehicles accounted for
60 per cent ¢f all vehicles produced and
sold by the company last year. The
turnover .of the company’s steet division
rose further to Rs 17.36 crores from
Rs 14.08 crores in the previous year,
while the instrumentation and electronics
division maintained the level of its
operations. The directors have proposed
merger of Internatiopal fIractor with
Mahindra and Mahindra as a step in
the direction of the comtpany’s diversi-

Mahindra and Mahindra

fication into fields other than transport.
The company’s exports are faring well,
especially ‘of spare parts which rose by

- 50 per cent during the year under review.

In addition to jeep sales to already
established markets like Bangladesh,

“Nepal, Zambia and New Zealand, trial
orders for jeeps have been received from
Ghana, Tanzania, Uganda and Mauritius.
The company’s export division handles
exports of products of other established
manufacturers as well. - It has been suc-
cesful in exporting chemical, metal and
engineering products. Exports of diesel
engines in the year under review amount-
ed to Rs 2.48 crotes compared to Rs 1.48
crores in the previous year.-

The directors have appropriated
Rs 1.26 crores (Rs 1.13 crores) for
depreciation, Rs 32 lakhs (Rs 19 lakhs)
for taxation and Rs 38 lakhs for invest.
men} allowance-(Rs 12 lakhs for develop--
ment rebate in the previous year).
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HALDIA

WHAT has gone wrong with Haldia?
The question can be answered in a variety
of ways; now a Study Team of the West
Bengal State Planning Board has attempt-
ed to provide its gwn answer to the ques.
tion in its recent Report.

An important feature of ‘the report is
its .advocdcy of ‘a petro-chemical com-
- plex at Haldia. The idea ‘of course is not
new; #t was first suggested in 1964 by the
Planning Group for: Petrochemicals. The
Task Force for the Fifth Plan on Petro-
chemicals .has also identified Haldia as
the site forslocating the country’s next
naphtha cracker in the public sector, The
state government had submitted. a plan
for such a unit in 1973 but it was turned

down because of the scarcity of naphtha -

prevailing then. But, as the report points
out, the situation has changed since then.
According to expert opinion, in view of
the commercial exploitation of crude and
associated .gas from the Bombay High
oilfields, there will be a surplus of
800,000 tonnes of naphtha by 1980-81.
"The Report observes that all the three
petrochemical complexes are located in
. the western region. But market surveys
show that more than 25 per cent of the
plastics processing industry is located in
the eastern region, mostly in West Bengal.

These units are suffering because of non-’

availability and high prices of raw mate-

* rials. Obviously, since there is a prospect
of a naphtha surplus, the usual objec-
tions to having a petrochemical complex
at Haldia can, no more be valid,

But at the same time the report does
not gloss over some of the still unresolv-
ed problems of Haldia. To start with,
there is the problem of non-availability
of assured water supply. The estimated
requirement of water of the Haldia
tegion is 200 mgd, out of which 40 mgd
is to be made available from groundwater
sources and the balance from surface

sources. The report notes that till now’

16 tubewells have been sunk in the
region. But these tubewells are inade-
quate to meet the present requirement,
let alone the Rrojected one. The Haldia
Development Board at. its second meet.
ing last year bad drawn up a plan for
setting up a 10.5 mgd plant at Geonkhali.
“This, when set up, will supplement the
supply of about-26.03 mgd from 53
existing and planned tubewells and thus
more or less match the demand up to
© 1991. The possibility of tapping .the
~water of the Rupnarain river, however,

-
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Unfulfilled Promise

- trial

depends on the availability of water from
the Farakka barrage. But the problem
is not only that of water for the indus-
tries. Haldia has also to' arrange sweet
water for its population. For this a
scheme for drawing water from the

. Maina Basin and the Kansai river has

been prepared at an estimated cost of
Rs 17.14 crores. The report feels that this
plan should also be accorded high prio-
rity and should be executed in the next
two or three seasons.

Another point underlined by the
study team is the not-too.comforting

" power situation. At present the township

gets its power through a 132 KV double
circuit transmission line from Kolaghat,
with sub-station capacity at Haldia of
2x12.50 MVA for the industrial load and
2x10 MVA for the traction load. The
supply comes from the grid of the

Damodar Valley Corporation. A few of -

the units already set up (or in the pro-
cess of being set up) have their own
captive generating plants. But even at
the present level of industrialisation, the
power supply position is-highly unsatis-
factory, a situation which hardly en-
courages prospective entrepreneurs. The
report’s doleful conclusion is that the
power situation is likely to remain un-
satisfactory till the first two units of the
Kolaghat power station—on which work
is still at the earliest stage—are com-
missioned.

“Despite these drawbacks, Haldia has
already attracted a few big and small

i
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BOROSIL GLASS WORKS is diversifying
its activities into manufacture of black and
white and coloured shells for television,
consumerware, tableware, crockery, optical
and opthalmic-ware and glass and glass-
ware made from a glass and metal
combination. So far the company has been
manufacturing scientific, laboratory, indus-

and pharmaceutical glass and
glassware. The company also proposes to
provide consuitancy and technical services
of all kinds with regard to the processing
and manufacture of glass and glassware
and the designing, construction and

engineering of plant,
equipment for the manufacture thereof.

The company kas over the past many years

- acquired considerable experience with
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industrialists. Right now, the books slimw
13 approved projects promoted by, among
others, the Fertiliser Corporation of

- India, Indian Oil Corporation, Calcutta

Port Trust, Hindustan Lever and Bengal
Coal. At the same time, a number of
projects which were earlier sanctioned
have either been dropped or shifted to
some other place. In this category come
Hindustan Lever's caustic soda plant
(dropped), DCM’s processed marine
products unit (dropped), ITC’s marine
products plant (shifted to Roychak,
24-Parganas), Andrew Yule’s detergent
and alkalyate project (not approved),
and Rallis’ processed marine products
plant (cancelled). There have also been
some fresh proposals; these
Indian Aluminium (caustic soda), Chlo-
ride India (storage batteries), Binani
Metal Works (marine propellers and
stern tubes) and Duncan Brothers (HD
polyethelene and polypropylene).

" But more than additions and altera-

tions in the list of new industrial ven-

tures, what matters more for Haldia now
is the generation of a growth momentum.
Once the right atmosphere is created
and the- basic infrastructural facilities
are assured, Haldia would have no dearth
of investors. The place has enough
locational advantages and can grow into

. a major industrial complex. The Plann-

ing Board Report has recommended the
setting up of a Haldia Development
Authority which will act as an apex
executive agency. This may be a worth-
while idea, but what is more important
is'the need to make sure that the myriad
plans about Haldia do' not wither away

’ in the pages of official files and volu-

minous project reports.

Borosil Glass Works

heat treating of various glasses. Moreover
it has undertaken research and study of the
knowhow and techniques regarding these
processes with a view to adopting them for
the best utilisation thereof under Indian
conditions and requirements of Indian
industry.: Various companies  have
approached BGW to impart and make
available to them the knowhow in the
form of models, designs, processes, techni-
ques, formulae and technical data, design
information, and drawings, standards
specifications as also render technical

, services in connection therewith and with

machinery and

-

regard to the manufacture and processing
operations. As the non-resident interest in
the - company exceeds 40 per cent, the
commencement of these new businesses

regard tof mixir.g, melting, finishing and )vouldrequireapprovalof RBIunder FERA.

include
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MAHARASHTRA

’

JAGJIVAN RAM’S resignation from the
Congress and the formation of the Congress

. for Democracy has not had much visible

impact so far on the Congress iq
Maharashtra. Whatever his earlier. dis-
cussions with Jagjivan Ram, Y B Chavan

_has chosen not merely to remain in the

Congress but also to repeatedly affirm his
personal loyalty to Indira Gandhi. In
taking this course, he must have been
decisively influenced by two considerations.
First, with Jagjivan Ram’s exit at this
critical moment, his own position in the
‘organisation as well as pis-g-vis the Prime
Minister was bound to become.stronger,
temporarily at least. Secondly, the external
affairs minister must have known that had

he joined Jagjivan Ram, the Maharashtra .

Congress would have by and large refused
to follow him. This is the change that has
come about in Y B Chavan’s position in
Maharashtra Congress since, say, 1969
when he carried the entire state party with
him in supporting Sanjiva Reddy’s candi-
dature in the presidential ¢lection against
Indira Gandhi’s candidate, V V Giri
Since them Y B Chavan has had to share
his control of the Maharashtra Congress
with the state chief minister — first V P
Naik and now S'B Chavan. What is more,
unlike in V P Naik’s case, S B Chavan does
not even owe his chief ministership to the
external affairs minister’s backing. ¥ B
Chavan would certainly not have got the
chief minister’s support had he revolted
against Indira Gandhi.

This relationship ~between the two
Chavans is cleatly reflected in the choice of
Congress candidates for the Lok Sabha
elections from Maharashtra. While the
list was drawn up by the two, with no role
for any otHer state leader, it.was the chief
minister who dominated the selection.
According to one estimate, as many as 32
of the 47 Congress candidates are S B
Chavan’s mominees. It is known, for
instance, that Y B Chavan wanted the
Conér'ess ticket for Karad — from where
he hails, though he is contesting the
elections from his old constituency, Satara
North — to be given to Balasaheb Desai,
former home minister in the state govern-
ment who was dropped from the cabinet by
5 B Chavan. Instead, the ticket was given
to Premlila Chavan, widow of former
Congress MP Anandrao Chavan.

The Congress had won 43 of the 45 Lok
Sabha seats from Maharashtra in 1971.
One seat (Rajapur) was won by the Praja
Socialist nominee, Madhu Dandavate, and
‘the other (Nagpur) by J B Dhote of the

~
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Mahavidarbha Sangharsha Samiti. Later,
during the term of the Lok Sabha, the
Congress lost two by-elections, one from
Bombay  Central-South (to Roza

Deshpande of CPI) and the other from

+ Ramtek (to Ram Hedau of the Maha-
vidarbha  Sangharsha  Samiti). The
Congress polled 63 per cent of the total
votes in 1971. The all-India opposition
parties polled a little over 14 per cent between
them, all the state parties together a little
less than 9 per cent and others and inde-
pendents about 14 per cent. In the state
assembly elections in 1972, the Congress
won 221 out of 271 seats. Among the
opposition parties, Peasants and Workers
Party won 8, Jana Sangh 4, Socialist Party
4, CPI 2, RPI 2, CPI(M) 1, BKD 1,
Muslim League 1 and Shiv Sena 1. Inde-

- pendents won as many as 24 seats of which
16 were won by rebel Congressmen.

The above figures show the extent of
Congress dominance in the state. The
Janata party’s leadership in Maharashtra
consists of S M Joshi, N G Goray, Mrinal
Gore, R K Mhalgi and Uttam Rao Patil,

- the first three belonging to the Socialist

Party and the latter two to the Jana Sangh.

As at the all-India level, the formation of

the Janata party in Maharashtra was

achieved with remarkable speed. Also,
the Janata party was able to work out
electoral adjustments with the Peasants and

Workers Party, the CPI(M) and the

Khobragade and Kamble groups of the

RPL. The Janata party will contest 29

seats (five in Bombay and 24 in the rest of

the state) and 19 seats have been allotted to
other opposition parties—PWP 7, RPI

(Khobragade) 5, Mahavidarbha Sangharsh

Samiti 4, CPI(M) 2 and RPI (Kamble) 1.

The CPI which is fighting the elections on

its own, will contest five seats—Bombay

Central-South, Ahmednagar, Kopargaon,

-Jalgaon and Hingoli. The Congress is con-
testing 47 of the 48 seats, having conceded
the Buldhana scheduled caste constituency
to the RP1 (Gawai group), as it had done in
the 1971 Lok Sabha poll as well. Excluding
independents, there will be straight contests
between the Congress and the Janata party
and its electoral allies in 42 constituencies
and traingular fights in five; and in one
constituency there will be a straight bout
between the ‘Janata party and the RPI

_(Gawai group), supported by the Congress.

The Janata party, cannot, of course,
match the resources of the Congress. The
ruling party controls all the zilla parishads
(except in Parbhani district), all the district
land development and district co-operative
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banks and the co-operative sugar factories.
The Janata party cannot, therefore, hope to
make an impact through Cconventional
electioneering. It will have to depend on the
spontaneous response of the people to its
main slogan that this election is a fight
between authoritarianism and democracy.
Such response is bound to be limited in the
rural areas. The Janata party and its allies
are better placed in the cities of Bombay,
Pune, Nagpur, Ahmednagar, Kolhapur and
Solapur. ‘The overwhelming response to
meetings organised by the Janata party in
Bombay, evoked with virtually no organi-
sation or mobilisation, indicates that in the
cities there is a strong anti-Congrses
feeling fuelled by the Emergency and all
that it has meant in the last 20 months.
How many seats the opposition is able to
win will depend on the extent to which the
anti-Congress and anti-Emergency feeling
among the people is strong enough to
offset the Congress party’s organisational
superiority. But given the entrenched
position of the Congress in the rural areas,
through its control of panchayati raj
institutions, co-operative banks and the
sugar co-operatives, the odds are against
the opposition.

Bharat Steel Tubes
BHARAT STEEL TUBES is doing very

_ well and expects to achieve a turnover of

Rs 31 crores during the current financial»
year ending March 1977, as "against
Rs 19.79 crores during the previous year.
Sales in the first nine months have been

Rs 20 crores including export sales of

about Rs 11 crores. Raunaq Singh,
chairman, is confident that this year’s
exports will be around Rs 17.5 crores
against the previous year’s Rs 6.74 crores.
The engineering division, engaged in
designing, supply, fabrication and erection
of pipe works for power and fertiliser plants
and petrochemical and other industries,
expects to execute a contract worth Rs 3
crores. The chairman hopes that the
company will be able to declare a
reasonable dividend for the current year.
Meanwhile, BST has undertaken a moder-
nisation programme and expects to spend
about Rs 87 lakhs in the next few months
on the first phase. The company is also
working on the next phase which will also
cover diversification into special purpose
tubes, boiler tubes, cycle tubes, and pipes
of API specifications. This phase will
involve an expenditure of about Rs 2.5
crores. It is raising Rs 65 lakhs by way of
issue of preference shares by private place-
ment with the financial institutions,
According to the chairman, the company’s
production this year should be 68,000
tonpes, as. against 49,000 tonnes during
last year.
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In thess 10 years, NOCIL, a major supplier of PVC,
has encouraged many small entrepreneurs to
. take up the manufacture of PVC footwear.
providing raw material and technical assistance,
NOCIL has helped the PVC footwear industry to
grow, so that today more people can easily
afford more durable fooiwear.

In this and other vital areas like food, clothing,

* health and power—NOCIL is supplying raw
materials, and providing technical services

to develop new product applications and effect

' import substitution, particularly in the small
and medium scale sectors. Thus giving them the
means to grow and diversify, and to help fulfil

A the basic needs of the common man.

YBS,

NATIONAL ORGANIC @
CHEMICAL INDUSTRIES 3
umiten B

«

Mafatial Centre, Nariman Point

Bombay. 400 021

commeon man
had to buy .
footwear .

he could
ill-afford,
orge .
barefoot...

R IN 10 YEARS OF OPERATION, '-
NOCIL HAS HELPED CHANGE THINGS FOR THE BETTER.

-
ie

3

TIMES
HAVE

- CHENGED. |
Today, NOCIL PVC helps -

provide inexpensive, durable
. footwear for the people.

)

CHAITRA-NOCIL-36
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Much Cry and Little Wool
NEWSPAPERS have obligingly splashed the official press note annoyncing
a big rise in national income in 1975-76. The increase is reportédly 8.8 per
cent in the aggregate and 6.6 per cent in per capita terms over the previous
year, The sceptics who have been scoffing at the assorted economic achieve-
ments claimed for the Emergency ought now to be silenced once and for
all—or so the government would demand. The increase in national income
in 1975-76, of course, reflects the sharp rise in agricultural production in
that year—of the order of 20 per cent in the case of foodgrains and around
15 per cent in the case of agricultural production as a whole. Unfortunately,
where the composition of national income is dominated by developments in
the agricultural sector, ong may be sure that what goes up must come down.
With the pronounced drop in agricultural production, even a very substantial
increase in industrial production will not be able to prevent a levelling off,
or even a decline, if not in aggregate national income, at feast in per capita
income in the current year, There are rumours that the latest official estimate
of foodgrains output in 1976-77 is no higher than 112 mn tonnes, or 6.7 per
cent lower than the estimate of 120 mn tonnes for last year; also that in view
of the latest trend in the index of industrial production, the rise in industrial
output may turn out to be closer to 8 per cent than the 10-12 per cent which
used to be bandied about by official spokesmen till the other day. .

Measuring the rise or fall in national income ona year-to-year basis for
what is still in essence a primary-producing economy can be more than a-
little misleading, especially if the estimates are used to lay claims to enduring.
performance, One solution would be to smoothen the time series, work out
a three-year moving average and then measure the rate of growth and hope
that the influence of factors such as fluctuations caused by the monsoons
would be de-emphasised by such a procedure. Another way would be to
measure the rate of growth over the years by comparing peak with peak,
or trongh with trough; one might even consider taking a mean which
emerges after the rates of growth have been first worked out on the basis of
comparing peak-to-peak and trough-to-trough performancés. Had any of
these estimates been attempted, the government would have far less cause
for elation over the reported rise in national income in 1975-76. By choosing
the base year as well as the end year in an arbitrary manner, it would
certainly be possible to project a slightly more optimistic picture of
economic growth than would emerge from peak-to-peak and trough-to-trough
estimates from our data on national income for the last 15 years; the basic
trend toward a progressive deceleration of the rate of growth would not be
concealed thereby. .

There is 2 moral in this for the politician in a hurry to take kudos for
nature’s bounty in a climatically fortunate year. For if, as many are appre-
hending, 1977-78 turns out to be a year of droughf -and agricultural produc-
tion is lower than even in the current year, national income may well

_plummet next year. The resulting embarrassment could have been muffled

if the present stress on year-to-year performance were not there. But, of
course, one never knows; the decline in national income might well be
attributed to the slackening of the Emergency. ‘

It is nonetheless of some interest to find out how the rate of growth of
the economy wonld look on the basis of peak-to-peak and trough-to-trough
comparisons. The peak in per capita national income in the 1960s was
reached in 1964-65; in the current decade the peak till now is the performance
in 1975-76. Over these 11 years, per capita income has risen by less thar
9 per cent, or by about 0.6 per cent per annum. A comparison of the estimate:
ol per capita income for the two trough years, 1962-63 and 1972-73, yield:
a more or less similar rate of growth. ‘

“
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MBO How Much Sophlstlcatmu"

SR Ganesh
Management by Ob]ectlves by 8 K Chakraborty; Macmlllan, New Delhi,

1976; pp 335, Rs 45.

CHAKRABORTY?,has brought -out the
first Indian book on the conceptual and

i

[theoretical aspects. of Management by

Objectives (MBO) The author considers

the work “as “a modest effort towards
. helping® people concerned with the
managmg or thinking of organised
activity to acquire an 1nte111gent under-
standing and some working knowledge
of the basic-tenets of MBQO” (p vii).
The author makes a very useful contri-
- bution to thé literature in attempting a
rigorous definition of MBO. He says
“MBO is a result-centred, non-specialist,
operational managerial process for effec-
tive utdlisation of the material, physical
and human resources of the organisation,
by integrating the individual with the

. organisation and the organisation with .

the environment” (p 5). This definition
.incorporates three key elements of MBO
which tend to be either overlooked or
underplayed. These are (1) the non-
specialist nature of the process of MBO;
’(2) its operational nature for day-to-day
management; and (3) its emphasis ‘on
both integration of the individual with
the organisation and the integration of
the organisation with the environment.
The first point serves to dispel the
mystery surrounding MBO; the second
point highlights the need for MBO
becoming a way of life for managers and
the final point reflects the current
emphasis in the evolution of MBO on
concern for strategy and long-term
interaction of the organisation with its
environment.

1t would have been useful if the author
had elaborated on the definition in one
place. As it stands, one has to shuttle
between part I of chaptér 1 and part
III of chapter 2 to clarify one’s thoughts,
Since the definition represents an import-
ant contribution, it might have been use-
ful to present the review of litérature
related to this subject and then discuss
the definition formulated. The references
to relevant literature referred have also
been scattered in different places. One
of the obvious omissions is the absence
of reference to Kirchoff’s paper “MBO:
Understanding What the Experts Are
Saying™. Chakraborty’s definition does
not emphasise the normative aspect of
MBO; for example, ‘subordinate involve-
ment’ identified by Kirchoff. In that lies

M-2

-

its weakness. Perhaps, that is why the

author seems, to subsgribe to the view that
it is possible to introduce Management
by Objectives for performange appraisal.
This contradicts the ‘totality’ of MBO
in the author's own view (pp 31-39).
Further, it goes against ‘the line manage-

ment oriented’ method of implementa-

tion advocated by the author (p 58).
The author makes a second important

“contribution in the area of evaluation

of MBO. All organisational change
efforts by their very nature of complex
causal relations are elusive to evaluation.
Many a researcher and manager has
floundered on this score. The answer is

‘not ‘no evaluation’ but finding appro-

priate measures and instruments for

-evaluation. Chakraborty suggests the use
of the very methodology of MBO for.

its evaluation. In chapter 10 he develops
a list of 16 key result areas (KRAs) for
MBO as an ongoing system. These re-
present areas where one expects 1mprove~
ments as ‘a result of implementation
of MBO. The  list is comprehensive.
However, the expectations vary from
organisation to organisation depending
on the situation. Hence, the initial
expectations may emphasise some aspects
and only later on incorporate others.
The author does not stop with enumerat-
ing KRAs, but proceeds to provide a
tentative list of objectives and hence
questions for the evaluation of MBO.
With the growing experience of MBO
implementation in India, researchers
should put  the varions hypotheses
suggested by Chakraborty to test.
Three chapters. of the book are
devoted to exploring relationships

between MBO and budgeting, perform-

ance appraisal and corporate planning

(chapters 6, 7 and 8). It is the process -

of MBO that makes the difference. The
author has rightly argued that perform-
ance budgeting has-a logiczl sequence
similar to- that of MBO. The. only
difference appears to be the greater
emphasis placed on the human element
in MBO as compared to .the predomi-
nantly organisational emphasis of per-
formance budgeting. The treatment of
the relationship between budgetary con-
trol, performafce budgeting and MBO
does not t!brow any new light on what
is already known.. In his treatment of

~

budgetars}

control and performance
appraisal and corporate ‘planning, the
author raises expectations about
mechanisms for integrating these with
the MBO process. Unfortunately,
perhaps because there is very little Indian
experience to guide the author, these
sections are fairly weak.” Suggestions
like appointment of “a manager from
the budget section as an internal MBO
consultant” are a gross over-simplifica-
tion of the rather complex process of
choice of an MBO adviser.

In chapter 7, the author suggests
level-wise and function-wise appraisal
systems. In doing this he has attempted
to “suggest an approach as to how a
particular level of management could be
collectively cvaluated on its total output
and compared with another
(p 186). Later on, in chapter 9, he also
talks about individual manager produc-
tivity. The thrust behind the latter is the
treatment of managers as ‘assets’ which
is in consonance with the current think-
ing in human resource accounting. It is
interesting to note that in the entire
discussion, the author has not used the
work done on ‘time-span of discretion’
by Jacques.? This is surprising since it
has direct relevance to the discussion.

Another surprise is when the author
says “at the conceptual level it may be
said that there is no need to link up
MBO-based performance appraisals to
reward systems” (p 195). To the extent
that MBO represents a way of managing
and managers are rewarded for doing
their  jobs, performance , appraisal,
whether MBO-based or otherwise, has
to be linked to the reward systems in
an organisation. However,

of managing being in itself new for most,
it should be allowed time to settle down
and be properly " understood before
integration takes place” (p 200). It

appears that the author has used
reward systems to connote ‘incentives’
rather than rewards in general. Such

confusion could have been avoided.
In the chapter on corporate planning,

»Chakraborty raises the fundamental issue_

of relevance of corporate planning in
the Indian context. For example, he says,
“Under conditions such as those now
obtaining in India, it has been yemarked
that a practical planning sequence could
be ‘production-finance-marketing-total
enterprise’. A total view of the enterprise

qmay not be all that essential to start

with for ‘most firms, because in sellers’
market condijtions survival is hardly at
stake”

level”

later the
author goes on to say “the MBO way

(p 227). At the‘same time, the
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author does not deny the need for plan-
ning and if one does not take a punst

view of long-range planning, there is

certainly need for this function i Indian
organisations. Further, in. several indus-
tries the condition of a ‘sellers’ market’
has changed. Hence, more than produc-
tion planning needs to be done.

The longest chapter in the book con-
cerns the ‘Key Result \Analysis Tech-
nique’ (KRAT). One of the author’s
contributions is the development of the
‘Results-Involvement” (R-1) matrix. The
author’s R-I matrix raises one question.
Conceptually, as well as in practice, it
is hot clear why one individual manager
in a “group, at different levels in the
organisation, should be held accountable
for an entire -key result area, The
experience is that there are several
objectives in a key result area and
different managers have primary accoun-
tabilities for different objectives. Similar-
ly, for each objective within a key result

area, various managers have differing:

supporting contributions. In such a situa-
tion it is more appropriate to think of
an R-I matrix within ,each key result
area and a more elaborate R-I matrix
across various KRAs. Further, the R-I

 matrix is more of a guidance and help

to the MBO consultant—internal or
external—than of direct relevance to

 managers participating in the process. It

is the- role of the consultant to help
the managers bring about proper align-
ment of objectives within and across
different KRAs.

In discussing the KRA document

(elsewhere known as the_management

job description or the results guide) for .

an individual manager, the author has
suggested ‘peer group integration’ of
KRA documenis. The idea behind
suggesting this integration of KRA docu-
ments before agreement with the boss is
warth locking into. However, it does not
seem necessary if a manager and his

subordinates have alrcady participated in -

setting the objectives for a particular
group. Insthis case the interdependencies
are known and whatever -help one sub-
ordinate needs from another within the

~ same group has to be sought at his own

ihitiative. It might, however, help 1o have
joint problemssolving meetings whenever
necessary. The integration of inter-
dependencies should be facilitated by the
boss sitting in agreement meetings with
his subordinates as well as through the
presence -of an MBO adviser or con-
sultant assisting in the preparation of
draft KRA documents for various
manpagers. Therefore, if one wants to
stress the importance of an individual's
contribution and preserve his privacy, it

group’s KRAs,

- various refated aspects,

‘Planning’

‘"MBO pbhilosophy .

is up to him to disclose the contents of
his KRA document as and when he feels
appropriate,

Although it is not the authors aim
to elaborate on the methodology of
MBO, it might have been useful to put
forth his view of the process of objec-
tive-setting at different levels with greater

" clarity, Otherwise, confusions such as the

above are bound to arise and one
wonders why peer group integration of
KRA documents is necessary when there.
has been peer group. agreement on that
objectives and action
plans.

The volume raises a’very central ssue
in the practice of MBO, particularly in
India. It is the issue of how much
sophistication one should bring in.
Chakraborty has brought . in considerable
sophistication in relating various manage-
ment technigues to MBO and in provid-
ing a detailed step-by-step elaboration
of the KRA technique, with an essay
on measurement of managerial produc-
tivity towards the end of the book. This
has resulted in overcrowding of the
various chapters with detail. Further, the
author has brought in. discussions on
for example,
‘MBO and Business Policy’ (chapter 2) -
and ‘The Semantic Jungle in Business
(Chapter 8, pp 212:217).
Similarly, the author has digressed in
several places and often these digressions
are misleading. To illustrate, -the author
talks about Greiner’s analysis of  the
various stages in the growth of a firm
as well as the various crises of develop.
ment. The author says that “depending
on proper diagnosis of the growth phase
and corresponding crises for the firm -at
a certain point in time; the thrust of the
of communication
could be directed towards solving that
particular crisis. Thus, it may be used

to ease the crisis of autonomy if that

is what is blocking further growth. Or,
it may be used to, resolve the crisis of

‘control if this is considered to be with-

holding effective transition to the next
phase of growth” (p 12). Granted .that

MBO has an ideological base in emphasi- . ~
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sing participation and involvement of
subordinates, it is not clear how it*could
be relevant for ‘growth by. direction’.
Certainly it is relevant for ‘growth by
delegation’, ‘growth through coordina-
tion’ and ‘growth.through collaboration’.
Only a mechanistic model of  MBO is
appropriate for ‘growth by direction’. ’

Lastly, it is intriguing why Chakraborty
has decided to place the MBO adviser
in the appendix. One hopes that this

does not reflect the importance attached -

to that role. Again it is not quite clear
why the author has ignored documented
Indian experiences, including papers and
case studies. Repeated references to
foreign experience and -authors could
have: been avoided.

Digression and detail have marred an
otherwise useful book. The result is a
disjointed style which makes reading
difficult. In addition, the author does not
consciously ‘attempt fo integrate -the

. various chapters. This is because there

is no unifying theme and thg¢ book
remains a collection of papers published
at various times. Hence, it is not quite
clear who the intended aundience for the
book is. The book certainly serves to
whet the appetite of the initiated, both
. academics and practitioners. But, it is’
not easy for the uninitiated manager to
digest. Parily this is because it is the

aim of the author to place MBO “in an

mtegrated framework along with several

other existing management approaches.

and functions” (p vii). Being the first
effort of its kind, the author has been
rather ambitious in trying to place MBO
in relation to performance appraisal,

. corporate. planning, budgetary control
and organisational development.

the achievement has fallen somewhat
short does not detract from the merit of

“the attempt nor quesnon the need for

such attempts.

~ Notes
1 . 'MSU Business Topics, Summer
1974, pp 17-22. ‘
E- Jacques, “Measurement of Res-
pensibility”,  Tavistock, London,

1962; and “Tlmt:—Span Handbook”,
Heinemann, London, 1964,
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W e . o Professionalising Management of Business
IOL technology takes us on to tomorrow. S in India. L

A;Iany yea;s ‘ago IOLd pic;)neered’-the Probl ] d Pra >y
-manufacture of oxygen and other gases in ' : -
‘India. The technology associated with their roblems a.n l‘OSpECtS '
use has ushered-in a revolution for many L C Gupta

4 industries, oo , ;o

oo AS w\gld technology.developed,iOLkept -
pace- Advanced welding techfiiques such as
‘submerged arc welding, TIG and MIG weid-
-ing and the mecessary equipment, -as- also
fully automatic welding machines. Sophisti-
- cated cutting machines such as the solid
;stage contro}.gas cutting machine and the
- radial arm shape cutting machine. Electrodes

This paper has a three-fold task. Firstly, it argues, perhaps contrary to popular belief, that the most important
requirement—in fact, a pre-condition—for any real progress towards the goal of professionalisation of management
. is not management training but the acquisition of effective managerial power and autonomy by the managers. This
argument is based on the reasoning that, however well-trained and competent the professional manager, professionalism
in management can be, and often is, easily frustrated by the intervention of ‘controlling interests’ usually in pursuit

of their self-interest. We shall attempt to support this by concrete evidence. ' '

Secondly, the paper &nalyses the location of controlling power in Indian companies and brings out the fact

.1 for welding thick armour plates and stainless
< steel tubular hardfacing electrodes for pro-
- longing the life of machinery in thermal
-~ power stations-and othet heavy engineering
xndugt;ngs. Gases of extra high purity, with
*specific impurities reduced to certified levels,
. now produced in the 1OL Special Gases
%'Centre. for development and growth of
. electronics, research and other specialised

* fields in the country. Complete pipeline sys-

- 'tems for the distribution of gases. A
o lem , . And then,
. entire gas plants and cryogenic equipment.

-into the country,

- lood preservation, metal joining and fertili

. sers, electronics and anaestt?esia, ?;?z;ge
- focketry and pollution control—iOL is work-
.‘ing today to develop ., t
" needed for tomorrow.

€ .

~ All these and many more |0L has introduced

I fields as diverse as stée!-making and

— T —

IOL is technology

that in most Indian companies, including the large ones, t
managers but in those of controlling interests so that the pre-
many of even the largest companies i India can
lack the power and autonomy necessary to put their professionalism in practice.

he controlling power is located, not in the hands of professional
condition stated above is not fulfilled. On our test, not
be described as professionally managed because professional managers

-

a

" Finally, the paper discusses the emergence of financial institutions as a countervailing power (o the power of

controlling groups and analyses the consequences

management.

I

BEFORE we proceed with the discus-
sion, it is necessary to explain the sense
in which we shall be using the terms
“professional manager’ and ¢ professionalis-
ing of management’ and to indicate the
significance of ‘professionalisation’. Int
this paper, although we talk of the pro-
fessional manager, our reference should
be construed in the sense of the chief
executive and his team since manage-
ment is recognised as a hierarchical
system.

It is worth noting that management

is still not regarded as a profession in 4

the strict sense of the term. Managing
js mote an art than a science. Even
though, in today’s complexities, it does
require considerable inteliectual prepara-
tion, it has so far not been possible to
prescrihe any entry requirements of
standards of professional conduct and
competence as, for example, in the case
of medical, legal and accounting profes-
sions; not are managers goverped by
any, professional code or professional
ethics. There is not even a consensus as
to how a2 manager should bt trained,?

whether on-the-job or throngh academic

preparation, and, if so, what is the right
duration, what should the curriculum
be and whether the formal course
should. ba taken after job experience or
before it.

In view of the above, the common
usage of the term ‘professional manager’
does nol necessarily refer to one who
has undergone a formal management

. course, or, for that matter, any particular

academic preparation or who possesses

specific qualifications. It refers " rather
loosely to all those who have become
managers not through ownership or
inheritance of a business, have made a
career of managing and occupy a senior
enough position in  the managerial
hierarchy of an undertaking.? )
The idea of business management as
a career and profession first took shape
in USA after the World War 1 and was
promoted by business schools. However,
even today, the term ‘profession’ is
applied to management in a rather loose
sense. Gordon and Howell in their well
known report, “Higher Education for
Business”, published in 1959, came to the
conclusion that:4 :
Business is not yet a profession, but
in this respect it is beginning to
resemble one. However, business com-
petence is a complex mixture of a
number of ingredients, of which skill
in rational decision-making is -only
one, although an increasingly important
one.
in Europe,

academicians and businessmen.®

The term ‘professionalisation of
management® is a product of the so-
called  ‘managerial revolution', the
essence of which is the transfer of real
power from the hands of shareholding
interests to ‘pure’ or professional
mapagers. This development has revohu.
tionised the very concept of business
enterprise. The modern concept is best
summed up in the following words:

The business enterprise may there-
fore be pictured as a production unit,
controlled and co-ordinated by ‘profes-
sional’ management, ,owned by the
holders of its equity stock and

too, a manager is not
regarded as a professional by both

of this development from the viewpoint of professionalisation of

»

employing two factors of production:
labour and capital. ..

The capital stock of the firm is 4

initially - obtained in part from the
owners and in part from the com-

pany’s creditors (bond and debenture ’

holders) ... .

The decision-taking authiority lies in
the hands of a professional manages.
ment whose role is to reconcile the™
opposing interests of the ‘various
pressure groups which together form
the company.”

A distinction should be drawn here
between a ‘professional manager’ and a
‘capitalist.manager’: the former is a non-
owner-manager while the latter is a part-
owner-manager or belongs to the ‘con-
trolling  shareholders’ group’.. This
distinction is important from the view-'
point of motivations and behaviour of
the two classes. The professional manager,

as the term has been used in this paper,

is not a capitalist.manager and his
motivation is non-proprietory. If a
capitalist-manager of an enterprise also
possesses a professional management or
technical qualification, his ~ primary
motivation, in’ relation to that particular
enterprise, will be that of owne:. Such
a person will be combining in himsel!
the twin roles of owner and man:
as in fagt all businessmen did in
old times and as small businessmen con-
{inue to do even today all over the
world. The term ‘professional manager
is indicative of a  separation of the
function of managing from that of
supplying capital:  the procfessiona’
manager is a specialist manager in this
sense. . - -

We may note in passing that there
has been a growing trend among Indian
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businessmen” and industrialists to send
their " heirs. for professional managerial
or technical training. The social class,
attitudes (for example, attitude to risk),
fesponses to economic and ' political
changes, and motivations of such a
‘trained capitalist” will continue to be
that of proprietors or capitalists rather
than -those - of pure managers. Un-
doubtedly, the comlYination of ownership
of .capital with, professional managerial/
technical ability is likely to improve the
quality “of Jindustrial entrepreneurship
and, as sﬁéh, may - benefit. ‘the natfon;
more importantly, from the viewpoint
of socidl development, it enables the

- capitalist™:class to jincreasg " its . own
apt

power, prestige and advaxitage. The
references in’this paper to professional
manager- areireferences to ‘the non-
capitalist professional manager.

The term: ‘professionalisation - of
management’ has been used in recent
discussions in India in line with the
definition - of professional manager

_adopted in this paper, that is, -in con-

tradistiriction to family management -in

- the case of private sector enterprises and

as opposed to management through
 bureaucracy in the case of public sector

. agencies. In both tases, it would require

entrusting effective managerial power to
professional managers by keeping out
‘family centrol in the case of “one and
bureaucratic control in that of the other;
that is, managers would become more
autonomous, within of course a system
of accountability. , _

'H_ )

Why ‘Contioﬂing Interest’ Is

Inconsistent with Professional -
< .+ <. Management
‘How does the existence of controlling
interests. affect management in general

and why is such controi inconsistent with

professional - management? . .
The experience in India, and elsewhere
toa,. has been . that . most’ controlling
interests seek to profit from a controlled
company. not only by way of share-

holders’ return (that is dividends and.

capital appreciation) on their investment
but in multifarious ways—selling arrange-
ments, purchasing arrangements both for
operating supplies and for .equipment,
awarding of contracts, inter-firm financ-
ing, buying political and social influence
through company. donations, appointing
family or community members to various
positions, etc, etc. This is particularly so
when there exist, as in India almost
universally, a' number of interconnected
undertakings operating . under: common
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" control of a business house. We shall

show how this tends to frustrate profes-
sionalism in management. ‘
The point can best be illustrated by a

: concrete example of selling arrange.

ments.” Messrs Kilachand Devchand and
Co Private Limited, in collaboration with
Firestone Tyre and Rubber Company of
USA, promoted the Syithetics and

" Chemicals Limited in 1960 to manufac-

ture synthetic rubber and secured the
sole selling agency of the company for
the five years, 1963-68. The Kilachand
Devchand Group held 30 per cent and
the Firestone 25 per cent of Synthetic's
paid-up equity capital of Rs 5.75 crores
in 1963. The renewal of selling agency
fell due in 1968. In November 1968, the
Kilachand Devchand Group was able to
use its control of the company to secure
authorisation of renewal of sole selling
agency by the Synthetic’'s Board of
Directors for a further period of five
years in spite of strong opposition from
the Firestone directors,

The Firestone case was that it would
be more economical and efficient for
Synthetics, and hence beneficial to the
shareholders, to have its own sales
department instead of a' sole selling
agency. According to Firestone, a sales
department would cost less than one-third
of the amount paid to the sole selling
agents. An.own sales organisation would
be more efficient because it would permit
better control over sales personnel and

provide greater opportunity for develop-’

ment of permanent customer relationships
and knowledge of their requirements.
Kilachand Devchand, as sole selling

agents, earned a commission of Rs 84.

Jakhs during the first five years and
their commission was likely to amount
to around Rs 1.8 crores for the next
five years,  As against this, the share-
holders of Synthetics received no divi.
dends during the nine years till 1969,
Firestone forced the issuc of renewal

of sole selling agency, calling an extra- .

ordinary general meeting of shareholders
to reject the renewal authorised by the
Synthetics’ Board of Directors. A
proxy fight followed between Kilachand
Devchand on the one hand and Firestone
on the other. The LIC, as a shareholder
of Synthetics, voted with. Eirestone so
that one knows where the shareholders’

.interests lay. With all the tremendous

fight given by Firestone and very con-
siderable expense incurred by them, they
could not win the proxy fight. Irregula~
rities were alleged in. the counting of
votes and Firestone filed a case in the
Bombay High Court. Finally, the selling
agéncy . was ;\bg!ished on orders from
the Company Law Board with effect from

]

Octaber 1, 1968. '

From the viewpoint of professionalism
in management, the pertinent question
to ask about this case is: what could
-a professional sales executive do or
achieve in such circumstances? Would he
not have felt frustrated?

The second example that we give here

relates to a big company whose manage-
ment was taken over by the Government
of India a few years ago. This company
did not attempt to develop indigenous
sources for its requirements of spares
because the controlling interests were
earning = handsome commissions on
purchases made abroad. The result was
that as . imports became increasingly
difficult because of import restrictions,
the company’s plant maintenance became
poorer because of lack of spares and
plant -efficiency declined disastrously,

‘making the company a sick unit. We may

ask: what would have been the approach
of a professional management to the
spares problem? c

We give one more example. During
the years 1973.74, when a serious paper
shortage developed, considerable black
marketing appeared on the scene, Who
were the chief beneficiaries from the
profits of this black marketing—share-
holders, paper company executives or
the controlling interests of: the paper
companies? The author leamt from
several important consumers of papers
(such as publishers and packaging firms)
that the controlling interests were directly
responsible for most of the black
marketing. Some of this black money
is known to have found its way into
political contributions by the controlling
interests. Here again one may ask: How
can a sales manager use his professiona-
lism in these circumstances? It is true
that not all business houses indulge in
such malpractices and that there are at
least some .who are known to be honest
and responsible. However, this example
was given to emphasise the point that
the controlling interests in India” have
the power to set all professionalism
at naught. .

A well documented account of the
exploits of a controlling group to advance
its own interests is available about the
Dalmia-Jain Group in the report of the
Vivian Bose Commission.®

The dividend return earned by the
controlfing interests on their shatehvolding
is, in ‘most ‘cascs, no  more than a
fraction of the total profit earned by
them, directly and indirectly, from their
cofitrol over a company. The controlling
groups may not, therefore, be interested
necessarily
holders’ return; in many cases they may

in maximising the share- |

"

ECONOMIC, AND POLITICAL WEEKLY

* o
not even try to ensure a minimum return
on the shareholders: investment.

A contrdlling group may attempt to
maximise its own life-time income from
the firm or firms controlled by it and
it may not matter from its point of view
if any of such firms fall sick or fail or
have to be liguidated.

Given the ownership, control and
management situation in relation to a
particular company, Burnham distin-
guishes four groups as having some part
in management: (i) operating exec‘utives
or production managers, (ii) finance.
executives, (ifi) finance-capitafists and
(iv) the passive owners holding usually
the substantial majority of the share
capital. The controlling groups in Indian
companies resemble his description of
the third category, iz, ‘finance-
capitalists’, To quote : -

Their {finance-capitalists’} direct con-

cern is not, or need not be, cither the

technical process of production . or
even - the profit ©of the particular
company. Through holding companies,
interfocking directorates, banks, and
other devices, they are interested in the
financial aspects not merely of this
automobile company but of many
other companies and many markpt
- operations. They may wish fo unite
this company with others, in order
perhaps to sell a stock or bond issue
to the public, independently of the
effect of the merger on the technical
process of production or on the profits
of our original company. They may
want, for tax or speculative or other
reasons, to lower the profit of this
company, and could do so by, for
example, raising prices charged by’
supply companies which they also were
interested in. They may want to put
some competitors out of ‘business or

influence politics or inflate prices; and »

,any of such aims might be altbgether
independent of the requirements of
production or profit in the particular
automobile company. Any number of
variants is possible.?

R K Hazari’s most careful and well

documented study of control in Indian
companies showed that “the unit of
control and decision in the corporate
private sector is the business group, not
the individual joint stock company”.2¢
Th.is conclusion is highly significant from
the viewpoint of the problem of profes-
sionalising management. The existence
of.controlling interests of this kind would
generally frustrate the development of
professional management, It is for this
reason that we believe that professional
management is inconsistent with the
above kind of finance.capitalism. With
controlling interests breathing down the
neck. of professional managers and
seeking to advance their own interests
in all possible ways, it would be
impossible for the managers to function
in a professional manner.

There is, however, one situation in
which the controlling interests’ sole
criterion may become the ‘shareholders’
return’ ie, where they look upon their
own shareholding primarily as part of an
investment portfolic rather than as a
means of advancing their personal
advantage at the cost of other share-
holders. Where this is the case, it may
not come in the way of professionalism
in management. The controlling interests’
objective may then be eithtr to ensure
a target rate of returrt on shareholders’
investment or to maximise such return
both of which are consistent with
professionalism. The achievement of a
satisfactory shareholders’ rate of return
will benefit not only the controlling
interest but also all other shareholders
and, in most cases, the economy too.
Hence it is not repugnant to the practice
of professionalism. This kind of situation
is typical in the case of foreign-controlled
Indian companies and is responsible for
the vhigh prestige which such companies
generally enjoy among Indian share-
holders. Professional - management is
found more commonly among these
companies than among the rest. However,
we would like to add that even this is
a somewhat narrow view of professional
"management. True professional manage-
ment is neutral between the ownership
interests and all other interest groups in
the firm. In fact, it does not matter for
professional management as to who owns
the firm. ' e

There is another danger to professional

management arising from intervention by .

ownership interests, viz, that the quality
of decision-making in the firm is
impaired. This danger has been empha-

sised by Galbraith.? It arises_because

only technostructure, ie, the profes-
sional management group, has the
complex technical information which
decision-making requires in a.large and
complex- organisation. - Galbraith « con-
cludes that if decision-making. is to be
efficient, -the autonomy of the techno-
structure must be protected. This applies
equally to privately-owned and state-
owned enterprises and is true as much
for USA as for Russia. '
Galbraith supports this point by giving
several examples of US companies which
suffered because of monopolisation of
power and constant inferference by the

original owners. The results of Henry:

Ford’s attempts to retain power in his
hands in the Ford Motar Company
during the thirties and forties are summed
up by Galbraith in the following words :

The result for the company was near
disaster. Cars were either obsolescent
or technically eccentric. Planning, parti-
cularly market confrol, was highly
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exiguous. Ford once prohibited adver-
tising for several years and, ip the
classic manifestation of his - attitude
toward modem merchandising, said
that the customer could have ary colour
of car provided it was black. In the
thirties, the company lost money in
large amounts, In the war years, its
performance was so deficient that its
seizure by the government was dis-
cussed as also the uniguely insulting
proposal that it be managed by the
Studebaker Company. Withal it is
doubtful if Ford replaced group
decision. Rather-he pressed it down to
ever more obscure participants and
thus merely impaired it. He was
defeated despite his complete owner-
ship of the company. On his death,
the technostructure was reconstituted by
Ernest Breech. The company promptly
retrieved lost ground.:z

The demand for greater autonomy for

the management of state.owned enter-
prises has similar justification. '

o -
Cohtrolling Power in Indian
Companies -

A marked feature of private industirial
enterprise in India has been that a
relatively small number of families or .
business houses control a major segment
of industrial companies. ‘

Identifying the actual size of cor-

_porate groups cannot be done in a

mechanical manner and, to use Hazari's.
words, one has to “pierce thrdugh the
elaborate facade which obscures the
location of the decision-making powers
which control corporate activity”. Hazari
defines a corporate group as follows :
A corporate group may be defined
as consisting of units which are subject
to the decision-making power of a
common authority. There may be a
wide range of variation in the degtee
of control or influence which the
decision-making authority exercises
over the different units. This authority
- may delegate some functions to sub-
ardinates and specify their separate
duties, but there should be no doubt
about the source from which those who
are placed in charge of the units or
who are entrusted with various
functions derive their authority.
The decisions made by this authority
generally  cover, besides prices and.
" profits, investment, production, pur-
chases and sales, employment and
labour, The responses to particular
economic and political developments
are also derived from the same sovrce
and so ‘are the measures to advance
the interests of the group, and a host
of other matters that crop up from
time to time........ The group func-
tions as a single organisation, never-
theless, though each of the corporate
units under its control is a separate
legal entity.13
According 1o . Hazari’s analytical
tegchnique, a group may be conceived as
consisting of two concentric circles, viz,

M
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of progress is endiess!

Sixty-one years devoted to easing
human pain, allaying suffering, bringlag

“health to the people, fertility to the sall

«..this has been Alembic's mission.

Alembic has placed in the hands of
doctors the means to fight almast every
disease. Alembic's antibiotic plant is
the first in the private sector and the
most madern In India. Alembic's home
remedies, tonics and nutritional and
eough preparations have became house-
hold words. Alembic alse produces
fortitizers, pesticides, cattie and poultry

fead supplerﬁents to invigorate the land ‘

and livestock. .

Alembic does not rest on its laurelg~—
its endeavours are continuous. in its
up-to-date, well-equipped, well-manned
resgarch division it carries out funda-
mental and applied research in Organie
Chemistry, Biochemistry, Pharmaco-
logy, Chemotherapy, Microbiology,
Immunology...to discover more potant

weapong against disease, to find new-
ways to promote health and growth,

and to set ever higher standards for
further achievements.

Hcalth assures happiness. Alacbic ) assur& healith

Alembic—where '&h @rsé i

ALEMBIC CHEMICAL WORKS €O. LTD. BARODA 8. .
. T averestAmaiASd
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Tabie 1;: CoNrroLLING BLoOCKS IN PUBLIC
CoMpaNiEs OF TwWeNTY INNER CIRCLES

(Percentages of share capital

Group 1951 - 1958
Ord Ord
Tata 19.5 18.0
Birla 61.0 61.1
Martin Burn 25.9 23.7
Dalmia Sahu Jain 65.2. 54.8
Bird Heilger . 34.7. 405
Andrew Yule ' 43.3 45.7
Bangur : 79.8 68.8
Thapar - .57.6 61.1
JK ) 72.8 74.7
Shri Ram . 46.3 439
Shapoorji 72.3 35.5%
Khatau ~ 67.2  68.6
Walchand 69.8 67.0
Mafatlal 68.5 69.5
Kasturbhai 23.4 20.1
Seshasayee 8.7 6.1
Ramakrishna 26.5 24.4
Indra Singh . 62.6 406
Mahindra 8.0 37.8%%
Kirloskar 27.9 27.9
Total 48.0 43.1

*The decline occurred owing to the
acquisition of the Brady group in 1958.

*The increase is mainly. due to the
conversion of the principal company
from private to public. .

Source: Hazari, op cit, p 318..

(i) the ‘inner’ circle composed of
companies which are under the sole
control or majority control of a business
house and (ii) the ‘outer’ circle made
up of companies in which the particular
business house has only a significant
minority interest. The ‘outer’ circle arises
because there are many circumstances
which lead one group to collaborate with
anqgther.2¢ The controiling power of a
controlling group is vnquestionable in the
case of the ‘inner’ circle companies; in
the case of the ‘outer’ circle companies,
the holding of minority interest may
give it some influence but not controlling
power. A company which is in the ‘outer’
circle in relation to one business. house
would usually be in the ‘inner’ circle of
another bustness house holding majority
intergst in the company.

Hazari’s data refated to 1951 and 1958
but his broad conclusions remain valid
even'today. It is remarkable that business
groups in India have remained largely
intact over the last 25 years. :

The datg compiled by the Monopolies
Enquiry Comrmission for the year 1963-64
showed that 75 largest business houscs
in India controlled 1,536 companies
which accounted for 47 per cent of assets
and 44 per cent of paidup capital of
all non-government non-banking
companies1® )
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Most companies have, what has come
to be called, a controfling block of
shareholding and a transfer of control
ordinarily takes place through sale _of
the controlling block. The managing
agency system -was also instrumental to

some extent in maintaining family

control over companies but the chief
means of control has always been voting
control by the holding of a sizeable
block of equity. That is why family
control of groups remained undisturbed
by the abolition of the managing agency
system with effect from: 1970. The con-
trolling block is itself made up very
largely of inter-corporate holdings within
a group.lé '

*According to available data, controll-
ing blocks in most Indian companies
represent a very substantial proportion
of the equity capital. Hazari found that
in the case’ of the public limited
companies investigated by him, the

_ controlling interests held 49 per cent of

equity in 1951 and 43 per cent in 1958.

"The size. of controlling blocks in each

of the 20 business groups covered by
him is shown in Table 1. The variations
among groups are noteworthy, There is

- gvidence to support the view that though
“controlling blocks have tended to

diminish in size over the last two
decades, they are still of considerable
size. ’

. In India, the bulk of the shareholdings
making up the controlling block is likely
to be among the top 10 equity-holders
of a company. This is based on the fact
that the present structure of share-owner-
ship in India, unlike that in the United

“tates and in several other advanced

countries, shows a very high degree of
concentration among the top ten share-
hotders. This is confirmed by a detailed
enquiry undertaken by us a few years
ago.l7 The enquiry showed that in the

majority of companies, the top. 10°

equity-holders included, more or less, all
those who may possibly be in a position
to exercise some potential control over
carporate management by virtue of the

voting power commanded by them. The

size of individual shareholdings below
the top 10 was not large enough to
matter much from the viewpoint of
control. Thus, our investigation covering
332 quoted companies showed that the
tenth largest equity-holder in an average
company hei! only 1.03 per cent of the
equity capital of these companies in
1971-72; the corresponding percentage for
1959-60 was 108 for a sample of 185
quoted companies.!® An apalysis of the
top ten equity-holdings for the bench-
mark years, 1959-60 .and 1971-72,
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furnishes interesting data (see Table 2).1° '

‘The size of controlling block desived

here in an indirect  way should
be regarded only as an approximate
figure. Our figure for 1959-60 broadly
agrees with Hazari’s computation for
1958 cited earlier. .

The above data establish the existence
of a high degree of concentration in the
holding of equity shares of Indian
companies among the top ten holders.
This was found to be equally true of all
sizes of companies, including the largest
ones.?® . :

A development which has attracted
considerable comment in the United
States almost since the thirties and of
which the social, economic and political
implications continue to be explored, is
the atomisation of shareholding in the
large corporations to_such an extent that
there remain no stockholder interests
large enough to exercise potential con-
trolling power. Tt is this development
which has brought about the mandperial
revolution to which we referred earlier.
In what Galbraith calls the ‘mature’
corporation, in contradistinction to the
‘entrepreneurial’ corporation, the entre-
preneur has been replaced by the
‘technostructures’ as the directing force
of the enterprise and corporate behaviour
reflects the behaviour of the technostruc® |
ture. There are of course notable+excep-
tions among the large corporations, such
as Ford, du Pont and Firestone in which
some form of family control has
continued.

A study published in 1966 classified
85 per cent of the 200 largest non-
financial corporations in  USA as
‘management-controlled’ in the sense that
there were no ownership interests large
enough to exercice controlling power
over management.21 The study took 10
per cent stock interest as the dividing
line between minority controf and
management control.

TasLeg 2! SHARELOLNING or Top
Botrrv-HoLpERS

1959-60 1971-72

Average percentage of
equity capital held by
the top 10 equity-
holders in each

Company 48.4 62.3
Of the above ~
Holdings of non-bank

public institu_tions 8.0 30.2

Balance indicative  of
controlling block size 40.4 32.1_
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. The key questions which will help us
to judge whether a company has reached
the stage of professional management
may be stated as follows:

. Does management, as distinct from
the  controlling  interests, enjoy
autonomy of ~decision-making with
respect to . strategic decisions about
the company? :

Is the professional manager able to
take decisions ixz a professional way
without being #frustrated in  his

attempts by direct intervention of, or

pressures from, the contrglling group?
What ‘power does the*professional
managet . have over the firm—that is,
over the direction of. its growth, its
policigs and objectives and not merely
over ‘the little tactical ‘decisions?
How much can he influence the
" firm’s behaviour? Is the firm’s be-
haviour as~reflection mainly of the
professional®, manager’s behaviour or
that of controlling interest’s behaviour?
To whom _is the professional
manager chiefly accountable? In- other
words, who is his client—the control-
ling interest or any other group of
groups?
It is only when we try to probe such

 questions as the above, that we shall be

kY

in a position to understand whether a
company has made any  real progress
towards professionalisation. In sum, we
have to understand the professional

manager’s ‘general relationship to the

firm he manages.

. The existence of strongly_entrenched
controlling interests as well as  our
observation of the behaviour of Indian
industrial -firms clearly points to the
conclusion that the managerial revols-
tion, in the sense of a shift of managerial
power from the hands of controlling in-
terests to professional managers, cannot
as yet be said- to have taken place to
any significant extent, even with respect
to the biggest industrial enterprises, In
most companies in India even today, the
vltimate  decision-making authority is
traceable to a family group. '

1v

Countervailing Power of Financial
Institutions: A New Deévelopment

A new and rather unique development
of great- significance in India is the

emergence, since the beginning of the

seventies, of financial institutions as a
disciplining factor and a countervailing
power to the power of controlling
interests, i , )

The countervailing power of financial
institutions is’ the result of three new
characteristics Indian financial institu-
tions have acquired, viz, (i) they have
become substantial equity “shareholders

in private industrial firms, in addition to .

being lenders of short-term and long-
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‘term_ funds; (ii) they have been comp-
letely freed from the control of indus-
trial houses over them as a résult of
their nationalisation; and (iii) they have
adopted, as a result of deliberate govern-
ment policy and pressure, an inter-
ventionist attitude’ towards management
of private industrial concerns assisted by
them. E

As a result of these developments, the

- corporate power structure in India is

evolving in"the direction of an interesting
new pattern which is different from that
prevailing in USA and other capitalist
countries. In many companies now the
public institutions are the dominant
equity shareholders and:the controlling
interests’ power 'is no more as absolute

as it used to be. Rather, the controlling -

interest become, in a sense, tenants-at-
will, depending for the continuance of
their tenure on the willingness of
financial institutions to suport them.

The interventionist attitude adopted by

. public financial institutions at the direc-

tion of the government has resuited in
the creation of the following three
distinct groups in the corporate power
structure: - e

(i) equity-owners without significant
control;

(i) institutional equity-holders able
and willing to exercise effective
control; and )

(iii) management, usually having a

~ i substantial share in equity-owner-

ship but not enough for giving it
absolute controlling power.
The public financial institutions now

invariably appoint their own directors on .
of all large ' companies

the boards
assisted by them and they also retain
power to,approve all senior executive
appointments as well as the awarding of
major contracts and selling arrangements.

We had earlier shown how, as a
result of the power exercised by controll-
ing groups, the whole orientation of
management, had been towards profit-
maximisation for the controlling interests.
The new {rend is likely to re-assert to
some extent the shareholders’ interests in
the enterprise. At the same time, the
public financial institutions are generally
expected to keep the broader social
interests in ‘view. Hence, the shift of
power from/the ‘hands of controlling
interests to those of public financial
institutions is likely to" Jead to a
‘community-of-interests’ approach to- the
setting of corporate goals, already in
evidence to some extent as one may
observe from- the greater emphasis being
placed on, ‘social responsibility’ of
business. -

£
The shift in the centre of power, as
described above, w'ould provide greater
scope for the development of ‘professional

management because financial institu- -

tions are likely to emphasise company
performance and Jleave managerial
personnel greater freedom of decision-
making. This is a welcome trend. -
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initial investment to own wholly or
almost wholly a principal company

-‘ .

substantial from the

investments

. controlling families” (p 322).

i i “ Manage-
Jmpanies. These cémpanies 17 See L C Gupta, “Corporate !
&ritia‘t:e apbreeding process—ia some ment and Accountability”, Mac-
groups an inbreeding procbess—that 18 xlx;)l}‘lz’an, 1?1;446
are of nearly all subsequents id, pp 43-46. .
::?)];\eéo‘i‘lin; investg\ents' of signi- 19 See ibid, Tables 5.9 and 5.10 which

ficance, without calling forth further

also give breakdown of top ten
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equity-holdings according to size-
class and age-class of companigs.
1bid Table 56 p 47. ¢ .
Robert J Lamer, “Ownership -and
Contro! in the 200 Largest Non-
financial Corporations, 1929 and
1963’, American Economic Review,:
-September 1966.
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Notes-

Drucker’s view is: “Management,
in other words, is a practice, rather
than a science or a profession,
though containing elements of both.
No greater damage could be done
10 our economy or to our society

“than to-attempt to ‘professionalise’

management by ‘licensing’ managers
for instance, or by limiting access

to management to people with a

special academic degree.” See Peter
F Drucker, “The Practice of
Management”, New York, 1954,
rp 9-10.

See Serge Grosset, “Management:
European and American Styles”,
Belmont, 1970, pp 83-88.

Arabinda © Ray
marks that the term “truly profes-
sionally manager” has come to. be
applied in India “to the individual
whose public relations activities are
considerable—particularly in  the
sphere of the management move-
ment—and who commands a fair
vocabulary of modermn managerial
language”. See “The Indian Manager
in_Search of a Style”, Bombay,
1970, p 11.

Robert Aaron Gordon and James
Edwin Howell, “Higher Education
for Business”, New York, 1959,
p 73

See Serge Grosset, “Management:
European and American Styles",
Belmont, 1970, p 83.
See James Burnham,
gerial
1941.
Edward Townsend, “Investment and
Uncertainty”,  Edinburgh, 1969,
pp 12-13,

Report of the Commission of Inquiry
on the Administration of Dalmia-
Jain Companies, Delhi, 1963. The
Chairman of the Commission was
Justice Vivian Bose.

“The Mana-
Revolution”, * New  Yeork,

James Bumham, “The: Managerial

Revolution”, New York, 1941, p 84,

R K Hazari, “The Corporate Private
Sector”, Bombay, 1966. p 4. ~

J K Galbraith, “The New Industrial

State”, Boston, 1967, pp 69.70 and .°

77.

1bid, pp 90-91.

Hazari, op cit, p 5.

See Hazari, op cit, pp 5:6..

Report of the Monopolies Enqyiry
Commission, Delhi, 1965, p 122
Hazari, op cit, pp 316 and 320-22,
He observes: “In general, therefore,
the technique of holding controlling
investments is comparable to a
chain breeding process. The controll-
ing familics, in_most cases, make an

the concluding observations.

sarcastically re~

" jsolation from the rest of the capital market

_obtaining funds nor at what cost they are

- New Issue Market and Company Finance

M Y Khan

This paper aims to examine the role of the new issue market {NIMY in India. Section I of the paper sketches the

“methodology and scope of the enquiry.”

Section Il attempts to present the overall role of, and trends in, the funds raised from the NIM vis-a-vis

_corporate financing.

Sections III and IV enguire into’ the dJ:j,’ferences in the role of the NIM by size ¢l)1f firms and their group association.
jon s i  the rate of growth.

Section V explores how the use of the NIM is influenced by t f ' . .

Sections VI and VII are concerned with industry and age differences in relation to NIM. Section VIII contains

4

1 3 implicitly assumes thath I;mg-term s.ource;s

tch long-term invest-

Scope and Methodology of funds roughly ma &

AN ANALYSIS of the role of the neWw analyst to refate the sums raised-on the
issues market in the financing of companies  market to the uses that are madg of those
can be undertaken in two ways. The usual = funds by the organisation m?kmg th(_)se
method is by a study of the statistics of the issues it is misleading tp link specific
annual volume of new issues. These data sources of finance to specxﬁc uses.? .True,
may be broken down in various ways— investment in tangible fixed assets is the
for example, according to the type of most important Jong-term use of funds, but
security issued, the kind of organisation 7 jt is certainly not the only important use to
making the issue, the method of floatation  which funds are put when a group of
of issues, ‘initial’ and ‘further’ issues, and  companies is expanding output. The
so on. The Reserve Bank of India, for expenditure on fixed assets is not, therefore,
instance, has been following this method in 4 good yardstick to measure the importance
its regular studies of capital-igsues in the of capital .issues. 1t is particularly mis-

- private corporate sector.! However, this jleading when studying different industries

is a partial and, to that extent, inadequate in which the relative importance of invest-
method of appraisal—in that, it does not ment in stocks and in fixed assets vaties
explain the full significance of the NIM.  considerably.s What is needed is a much
Apart from the fact that capital issues are  wider and more comprehensive approach
not related to the use of funds, this method  so as to get the different sources and uses of
leads to the treatment of the NIM %in  funds into perspective. The present study,
therefore, attempts to explore the role of
and, consequently, to a distorted view of the NIM in the financing of the prfvate
its real functions. Moreover, it does not corporate sector in India by relating issue
disclose what sorts and sizes of firms are - of capital to the net assets.s The terms ‘net
assets’ and ‘total capital employed’ are used
doing so. Therefore, it gives no clue as to  synonymously and interc'han.geably,'
its efficiency. To explore such. questions, The role of the I'tIIM in Inc!xa, for
ohyiously, a different approach to the study  purposes of this study, is gxpressed in terms
of the NIM and an analysis of issues in  of the changes in the capital of the sample
much greater detail are necessary. companies as a percentage of the changes
We have, therefore, adopted, in this intheir net assets. The term ‘capital’ is us;d
paper, jhe “sonrces-and-uses-of funds in a broader sense so as to include equity
approach™ in analysing company balance  capital, preference capital, and debentures.
sheets. In this connection, two possibilities  Account has been taken of the chan.ges in
suggest themselves. A possible method that  the capital as a result of any form of issue,®
could be adopted is to make a direct with the exception of ‘bopus issues’, so that
comparison between new issues and any increase in the capital of a company
industrial fixed capital formation. But this consequent upon a bonus issue is excluded

. suffers from the serious limitation that it from the calculations of the additional funds

ment; for, while it is not impossible for the

supplied by the NIM. The figures in respect «
of preference capital and debentures are net
of redemption. < .

The significance of the NIM in company
finance can be expressed in two distinct ¢
ways: () by a disaggregative analysis in
terms of the financial experience of com- *
panies by nmumber or (ii) by an aggregative
analysis on the basis of monetary aggregates.
We have used the second type of figures. ,
Our preference for this derives: mainly
from thé fact that we are interested in the
consequences of the behaviour of ocom-
panies rather than in the behaviour itself.
In other words, since our approach is
oriented towards assessing the efficiency
of this part of the capital market we have
not carried down the analysis to the level
of individual companies.

The study is based on an examination of
the financial experience of non-government
non-financial joint stock companies listed
on the Bombay Stock Exchange. The choice
of the sample companies is not without
reasons. For one thing, as companies raising

TaBLg 1: CHANGING POPULATION - OF
NoON-FINANCIAL LisTED COMPANIES ON
185 BoMBAY STock EXCHANGE, 1961-73

Year t  Number of Companies
1961 262
1962 313
1963 - 399
1964 426
1965 467
1966 507
T 1967 512
1968 525
1969 . 549
1970 . 507
1971 o 561
1972: : 580
4973 . : 597
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‘ TABLE 2: OVER-ALL TRENDS IN THE ROLE
. OF THE NIM N IND1a, 1961-73
¢ _ (in crores of Rupees)

Year . Change  Change 3) as
[ in Net in Capital Per Cent

Assets over the of (2)

over the Previous

Previous  Year**

Year* )
€Y 2 (3) @)
1962 74.35 3. 14.41 19.4
1963 80 60 i 16.14 20.0
1964 96.88 19.11 19.7
1965 96.20 24.27, 25.2
1966 :100.66 18.14 18.0
1967 151,43 . 12.36- 8.2

.. 1968 97.38 11.18 11.5

1969 73.58 19.75 26.8
1970 L 109.16 13.79 12.6
1971 101.78 9.20-. 9.0 -
1972 88.28 22.74 25.7
1973 104:48 5.09 4.9
1962-73 1174778 186.20 15.8
1962-67 60012 104.45 17.4
1968-73  574:66 81:75 . 14.2
1968-70 280:12 44.72 16.0
1971-73  294.94 37.03 12.6
1962-70  880.24 149.17 16.9

Notes: * Net asset = total assets net of
depreciation minus current liabilities
and provisions.

** Change due to bonus issues are
excluded. °

TAasLe 3: Nsr Procgeps ©oF -EqQuity,

' PREFERENCE AND DEBENTURES AS PER CENT

oF CHaNGE IN Ngr Assers, 1961-73
Year Net Net ...Deben-
. Proceeds Proceeds © tures .
© of Bquity of Pre-  Capital- -
Capital as ference  Change
. Per Cent. Capital as Per Cent
of Change as Per Cent of Change
in Net of Change ' in Nets
Assets in Net Asset
. Assets
(0 @ ® @
1962 “11.2 5.4 2.8
1963 12.1 0.9 - 6.9
1964 13.0 5.4 1.4
1965 14,4 - 3.3 7.5
1966 8.0 4,2 5.8
1967 3.8 0.2 . 4.1
1968 5.3 1.6 4.6
1969 14.9 . 6.8 5.2
1970 2.2 2.3 5.8 .
1971 8.0 ~—2.6 3.6
1972 5.2 0.7 19.8
1973 4.2 1.3, —0.6
1962-73 8.0 2.4 5.4
1962-67 9.7 3.0 4.7
1968.73 6.2 1.9 6.1
1968-70 1.5 3.2 5.2
1971.73 5.0 0.6 7.0
196270 9.0 3.1 4.9 -

funds from the market would invariably be
listed on a recognised stock exchange, the
coverage of the sample is limited to this
sector only. To keep the exercise within
manageable limhits, we have. confined
ourselves to the Bo_mbay Stock Exchange.
Nevertheless, in view of its importance as a
national stock exchange, the findings could
well be expected to portray the trends in the
NIM in India as a whole. ~ -
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In the aggregative analysis of con'lpany'

accounts, certain difficulties have cropped
up. The problems involved in the present
attempt, and how they have been met, are
outlined below:

(i) One problem arose from the con-
stantly changing population of the listed
companies. The population of the non-
financial listed companies on the Bombay
Stock Exchange has been constantly

changing during the period to which the -

enquiry relates—as some companies later
acquired quoted .company status and
existing companies were delisted. This
is evident from Table 1. One possible
approach to the solution of this
problem was to secure comparability
only from year {o year, which would
require the preparation of two sets of
aggregative  figures for each year—a

" backward-linking set for comparisop with

the previous year and a forward-linking
set for comparison with the following year.
Thus, for the analysis for 1961, comparison
of 1960 and 1961 would be one common
collection of companies and the com-
parison of 1961 and 1962 a second common
collection. A company delisted at the end
of 1961 would be included in the first
collection but excluded from the second
collection. An attempt to- adopt this
approach revealed the complicated nature
and almost unmanageable magnitude of
the exercise. Another relevant considera-
tion was that adoption of such an approach
would vitiate' a meaningful comparison
over time. In view of these, the méthod
adopted to deal with the problem of

changing population of the listed companies -

was a system of always using the same
population throughout the period of the
study. The exercise revealed that there were
208 non-financial companies which
remained listed on the Bombay Stock
Exchange in 1961 through 1973. These,
therefore, constitute the coverage of this
chapter. i ‘ i

(ii) In aggregating accounts which
relate to different dates because of the
variety of accounting years adopted by the
companies the validity of the conclusions,
particularly where comparisons are made,
is open to question. For purposes of this
study, all accounts faﬁing between April
and March have been taken as pertaining
to the following year.. For example,
accounts relating to . periods ending
betweent April 1960 and March 1961 have
been taken to be relating to the year 1961.
‘Thus, for convenience, we tefer to the
period covered as 1961-73.

The 13-year period, 1961-73, selected
was considered necessary for adequate
statistical and economic analysis and
it was both reasonably representative with
respect to edbnomic conditions and the

most recent period at the commencemint
of our investigation. The latter part of the
period also marked the initiation of changes
in government’s overall potential policy
control to reduce concetration of economic
power as reflected in the industrial licensing
policy, control of capital issues, regulation
of monopoly and restrictive trade practices,
conversion of loans into equity and regula-
tion of stock exchange trading and so on
which are likely to affect the future
functioning and the structure of the NIM.,
The changing role of the NIM in India,
therefore, has been explored in the context
of the changed environment.

I

New Issue Market and Company
. Finance

This section examines the overall position
of the role of the NIM in industrial
financing in India. One way of quantifying
the magnitude is to relate the total capital
andfor different types of capital, iz,
equity, - preference and  debentures
separately, to the total net assets. This is,
however, unlikely to reveal the correct
position because the figures of capital in
1961, ie, the beginning of the period of
study, are inclusive of bonus issues made
prior to that year. The approach that has
been adopted here is to measure the
changes in the capital during the period
beginning with 1961 and express them in
terms of percentage to similar changes in
the net assets. Thus, the changes shown
against 1962 would represent the total at
the end of 1962 minus the total at the
end of 1961, ie, the flows. These have been
similarly computed for otheryears. The
total of the changes in the different years
would give the total changes for the
entire period. Since the tabulations of the
first type would indicate the trend including

,the period preceding the period of this

study they have been given in Tables AL
and Al in Appendix at the end. .
Table 2 summarises the over-all trends
in the reliance of industry on the NIM.
From the facts brought out by the Table
it may be noted that during the 13-year
period, 1961-73, NIM has findnced about
15 per cent of the net assets of the private

Tanie 4: CoMpANIES CLASSIFIED BY
. OpeniNGg SIZE

.

Size Group by Net Number of
Assets Companies
(in Rs crores)

Upto 0.25 28
0.25-0.75 49
0.75-1.50 4]
1.50-3.00 37
3.00-7.00 31

Above 7.00 ) .22

Total 208

-

Upto 0.25 9.4 14.8 3.1
" . 0.25-0.75 7.5 12.1 1.5
-0.75-1.50 7.0 10.4 3.1
1.50-3.00 8.2 9.9 3.7
3.00-7.00 8.4 7.9 8.8
Above 7.00 7.5 9.8 4.9
All companies 8.0 9.7 6.2

?
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TaBLE 5: NeT PROCEEDS OF CAPITAL AS PERCENTAGE OF NET AsseTs, 1961-73
Size Group by ) 14
_Net Assets 1962-73 1962-67. 196873 . 1962-70  1971-73
“(in Rs Crores) :

Upto 0.25 12.0 18.0 5.0 16.1 —0.1
0.25-0.75 11.5 17.1 3.8 13.9 0.4
0.75-1.50 11.9 15.5 1.9 14.9 7.2
1.50-3 00 13.8 16.3 12.0 16.7 5.9
3.00-7 00 15.7 17.0 14.4 14.7 20.2

Above 7.00 19.5 19.0 20.1 19.5 21.5

All companies 15.8 - 17.4 4.2 16.9 4.4

TABLE 6 : Ner PROCEEDS OF DEBENTURES AS PER CENT OF CHANGE‘ 1IN NET Assers, 196173

Size Group by
Net Assets
(in Rs crores)

! 196273

196267  1968-73 1962:70  1971-73

Upto 0.25
0.25-0.75
0.75-1.50
1.50-3 0D
3.00-7.00

Above 7.00
- All companies

b atvd Sl
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Note: N=Nil or negligible

corporate sector. Although there are wide
variations from year to year, the entire
period, 1961-73, seems to fall quite clearly
info two distinct phases: (i) 1962-67 and
(ii) 1968-73. During 1962-67, the capital
issues accounted for a higher percentage
{17.4 per cent) of the total capital employed

than during the second phase when the
relevant percentage was 14.2 per cent. The

variation in the percentages in the two
phases can unmis{akably be interpreted to

TasLE 7: NET PROCEEDS OF EQUiTY CAPITAL
As Per CeNt OF NET ASSETS, 1961-73

Size Group by

Net Assets  1962-73 1962-67 1968-73

(in Rs crores)

TABLE 8: NET PROCEEDS OF PREFERENCE
Cariral. As Per CenT OF CHANGE IN
o Ner Assers, 196173,

Size Group by

Net Assets ~ 1962-73 1962-67 1968-73

(in Rs cyores)
Upto 0.25 2.7 3.4 1.9
+0.250.75 2.7 5.0 N
0.75-1.50 1.2 1.7 0.7
1.50-3.00 1.7 1.9 1.5
'3.00-7.00 3.0 5.0 1.2
Above 7.00 2.8 2.4 3.3
All companies 2.4 3.0 1.9

‘Note: N=Nif or negligible

represent a decline in the role of the NIM-
This generalisation is further corroborated
when the analysis of the second phase is
broken into two sub-periods of three years
each—ie, 1968-70 and 1971-73. The percent-
ages of net proceeds of capital to change in
net assets during the two sub-phases were
about 16 per cent and 12.5 per cent:
respectively. Further exploration of the
data separately for 1962-70 and 1971-73 is
found to reveal the same trend.

The decline in the significance of the
NIM to the finance for industry in India

Jpflects its failure to grow pari passu with

the phenomenal growth of the private
corporate sector, induced by an accelera-
tion of industrial development in response
to the dictates of a planned economy. This
failure may be ascribed to two factors. The
explanation for the inability of,the NIM

to keep pace with the planned growth of |

industry is to be found, in part, in the
depressed state of the industrial securities

~ market and consequent sluggishness in the

NIM since the last quarter of 1962.
The circumstances underlying this state of
affairs are too well known to be
recapitufated. '

The other plausible explanation for the
NIM not developing in step with the
private corporate sector is what may be
referred to as the environmental factors in
terms of government policy. The experience
of the developed countries of the West
has been that the notable part which the
NIM has played in the industrial financ-

ing has been the result mainly of institu-.

tionalisation of personal savings, that is,
mobilisation of savings through/by
intermediary financial institutions—like

Review of Management February 1977

life insurance, . pension and provident .

funds, investment companies. and "unit
trusts and so on. The availability of
institutionalised personal savings for
industrial investmment in India depends,
largely, on the regulations governing the

investment of such funds, like the Indian

Trust Act, 1882, the Employees Provident
Fund Act, 1925 and the Insurance Acts
1950. In terms of the regulatory framework,
the growing form of savings in the form of
‘provident funds is required to be invested
wholly in government and semi-government
securities. Likewise, Section 27A of the
Indian Insurance Act as applied to the
Life Insurance Corporation of India
seriously limits the scope of investment
in primary and indirect corporate securities.
To the e¢xtent the government policy
framework in the sense of the legal
provisions does not permit greater invest-
ment in industrial securities, it can be said
to be an important contributory factor to
the failure of the NIM in India to meet
the financial needs of industry. In brief,
to the government policy in so far as it
pertains to the regulation of the investment
policy of the growing media of savings like
Pension and Provident Funds and Life
Insurance, coupled with the sluggish

behaviour of the securities markets can be -

attributed the rather limited and declining
role of the NIM in the fiancing of corporate
entgrprises in India. ‘

Table 3 attempts to identify the-role of
different types - of capital, ie, equity,
preference and debentures, - separaely.
From a perusal of the Table certain con-~
clusions can be drawn. In the first place, for
the period as a whole, the equity capital
accounts for a little more (8.0 per cent)
than the combined share of preference
capital and debentures (7.8 per cent) of
the increase in the net assets of the joint

TABLE 9: NET PROCEEDS OF TOTAL CAPITAL

AS PERCENTAGE OF CHANGE IN NET ASSETS

¥OR ‘GRoUp COMPANIES" AND ‘NON-GROUP
CoMpaNIES®, 1961-73.

Year Group Non-Group
) Companies Companies
1962 17.5 24.9
1963 23.7 12.6
1964 13.0 49.6
1965 26.5 19.1
1966 16.0 41.0
1967 4.8 20.3
1968 13.1 —N
1969 28.6 17.5
1970 14.3 ¢ 5.8
1971 12.6 24.9
1972 37.0 2.8
1973 1.1 13.3
1962-73 15.9 17.8
1962-67 15.5 24.8
1968-73 . 16.4 10.2
1962-70 16.2 20.6
1974-73 15.2 4.9
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TABLE 10: NET Proceeps oF Equiry, PREEERENCE AND DEBENTURE CAPITALS AS
. PER CENT OF CHANGE IN NET ASSETS, 1961-73

g

C ) . - Non-Grqug ) .
Period Group Companies Companies v All Companies
E P . D E P D E P D
1962-73 7.1 2.6 6.2 1.1 1.9 2.1 8.0 2.4 5.4
1962-67 7.7 3.0 4.8 17.7 2.8 4.3 9.7 3.0 4.7
1968-73 6.6 2.1 55 4.1 0.9 —N 6.2 1.9 6.1
1962-70 ; 7. } 3.2 5.2 15.1 2.1 3.2 9.0 3.1 4.9
1971-73 0.51 94 3.5 1.4 —N- 4.7 1.0 8.7
Note: —-ng or neghgxble E.-Equlty Capital; P=Preference Capna] D-—Debentures
CLASSIFICATION or COMPANIES I |

TABLE 11:
‘ BY BATE OF GrowTH, 1961-73

X Thirteen =
Rate of ~ Years' Growth Number of
Growth in Net Assets  Companies
as-Percentage of :
‘Opening Size’
Slow Upto 100 65
Medium 100+300 75
Fast 300-500 34
Very fast Above 500 34
Total (average :
growth rate) 187 208

stock companies. In other words,- the
relative proportions are 54 per cent (equity
capital), 13 per cent (preference) and
33 per cent (debentures). As regards the
trend, the role of the equity capital in
company financing has recorded a steep
_decline from about 10 per cént during
1962-67, to only 6 per cent during the
subsequent phase. Similarly, preference
capital has declined from 3 per cent to
2 per cent. The fall in the relative role of

the equity and preference capitals is found

to be more pronounced in the last three
years, viz, 1971 -73. In sharp contrast
debentures have ot only financed a higher
proportion (6.1 per cent) during the later
phase than during the first phase (4.7
per cent) but their role is more marked
during the last sub-period (about 9 per
cent).

How are these facts to be interpreted?
The difference found to exist between the
equity capital and the preference capital
on the one hand, and the debenture capital,
on the other, with regard to their role in
company finance in India’ can be. inter~
preted in two ways. The first plausible
interpretation could be that this is consistent
with the sluggishness in the NIM which
was accentuated during the later part of the
period of the study, when insurmountable
difficulties were faced in raising risk capital.
The second and equally plausible explana-

tion is in terms of the institutional structure

of the capital market itself. The behaviour
of the large institutional investors and
underwriters, such as the Lifz Insurance
Corporation and the Unit Trust of India, is
‘he main contributory factor to the increas-
ng role of the debenture capital.

V-14

- Size Differences and Role of NIM .

An aspect of considerable importance in

“exploring the role of the NIM relates to
the size of the firmis and the use of, and

. availability of funds from, the market. The

size of a company can be expected to have a
significant effect on its pattern of financing.
It can be argued, ex-hypothesie, that large
companies are in an advantageous position
vis-a-vis the small companies in this respect.
The disadvantage to the small enterprises
derives from institutional and operational
obstacles. This section enquires into whether
the evidence available in India supports
these assertions.

The, assignment of companies to size-
groups presents two difficulties, The first
question that arises for an analysis extend-
ing over a period of 13 years is: at what date
in the period should size be taken? At the
beginning of the period, at the end, or
perhaps some average of the two? The
second question relates to the best measure.

As regards the first question, it can be
argued that choosing the end of the period
would make the classification appear more
up-to-date and, by implication, more
relevant to current problems.  This

. . ‘.
procedure, however, suffers from a serious
limitationy in the form of a serious bias
(the so-called ‘regression-bias’). 1t will
naturally be of little empirical interest. For
this reason, we have taken-the size of a
company in terms of its size at the beginning
of the period in 1961, ie, opening size. In
respect of the second, net assets have been
used as the measure of size.

The 208 companies have been categorised
into six size groups, as measured by their
estimated net assets at the beginning of the

13-year period, as shown in Table 4.

The statistical data presented in Table 5
seem to support the theoretical supposition
outlined above. We can see that while the
proportion of net proceeds to change in
net assets of all the companies was 15.8
per cent, the proportion among companies
in the largest size group—over Rs 7.00
crores was 19.5 per cent. In the case of
the second largest size group, it was 15.7
per cent—that is, almost equal to the
overall average. The relative percentages in
the other size groups.are considerably lower,
not only in comparison with the largest
size group but also with the overall average
—the actual pertentages varying between

11.5 per cent and 13.5 per cent respectively.

Tt is also significant that the experience of
the smallest three groups is close to each
other, the respective percentages in the size
igroups up to 0.25,0.25-0.75and 0.75-1.50
being 12;0 per cent, 11.5 per cent and
11.9 per cent. The inference that logically
flows from these facts is that size of the firm
has significantly influenced the availability
of funds from the market, The differences
have been accentuated between 1962-67
and 1968-73. Tabulation of the data
separately for 1962-70 and 1971-73 are
found to reveal similar tendency.

¢

TABLE 12: NET Proczeps OF CAPITAL AS PER CENT OF CHANGE IN NET ASSETS BY
RATE oF GrowrH, 1961-73

Group Rate of Growth . o
. (PerCent) 1962-73 1962-67 1968-73 1962-70 1971-73

S!o“{ Upto 100 16.1 20.1 12.4 18.5 0.9
Medium 100-300 17.9 18.2 17.4 17.3 32.6
Fast 300-500 15.9 21.5 12.0 17.8 7.5
Very fast Above 500 13.7 13.7 13.8 15.6 11.4
Total (average .

rate of growth) 187 15.8 174 14.2 16.9 14:4

TABLE 13: PROCEEDS OF EQUITY, PREFERENCE AND DEBENTURE CAPITAL AS A
PERCENTAGE OF CHANGE IN NET ASSETS BY RATE OF GROWTH, 1961-73

Equity " Preference Debentures

Group )
1962- 1962- 1968- 1962- 1962- 1968- 1962- 1962-. 1968-
73 67 73 73 67 73 73 67 73
Slow 7.8 92 64 1.3 18 07 71 9.0 - 52
Medium 6.8 8.7. 4.6. 238 4.1 1.4 8.2 ~ 54 '11.5
Fast . 10.2 14.6 7.1 1.7 1.9 1.7 3.9 5.1 3.2
Very fast . 7.9 8.6 7.0 3.1 2.9 - 3.4 2.7 2.1 3.4

Total (average

rate ofgromh) 8.0 9.7 6.2 2.4 3.0 1.9 3.4 4.7 6.1,
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TABLE 14: PROCEEDS OF CAPXTAL, ToTAL AND DIFFERBNT TypEs, As PER CENT OF CHANGE This association may be referred to as {
IN NET AsSETS IN DIFFERENT SIZE—GROUPS BY RATE OF GROWTH, 1961-73

3

Size Group by Rate of Growth  Total Equity Prefer- Deben-
Net Assets (in Rs crores) (Per Cent) Capital ence tures
Upto 0.25- 842 12.0 9.4. 2.7 —N
0.25-0.75 320 11.5 7.5 2.7 1.2
0.75-1.50 321 11.9 7.0 1.2 2.3
1.50-3.00 267 13.8 8.2 © 1.7 3.6
3.00-7.00 195 15.7 8.4 3.0 4.2
Above 7.00 129 19.5 7.5 2.8 . 9.2
All companies 187 15.8 8.0 2.4 5.4

Nofe: +N=decline

TaBLE 15:
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we have done in Tables 6-8, there is
sufficient evidence to warrant the conclusion
that the relatively greater use of debentures
by the large companies accounts for the

) Rate of Net Proceeds of Capital as Per Cent of
Industries Growth ) Change in Net Assets
(Per Cent) -
Total Equity Preference  Debentures
Drugs and . .

pharmaceuticals 460 13.9 9.3 4.6 N .
Food 365 23.9 18.5 . N 5.4
Chemicals and .

Fertilisers 296 11.4 10.1 -1.3 N
Rubber and products . 274 5.9 5.9 . N N
Engineering 252 17.5 7.8 2.9 6.8
Miscellanecous ©221 15.3 7.9 2.7 4.7
Paper 171 9.8 2.5 3.3 4.0
Textiles 167 12.9 7.8 2.5 2.5
Electricity 117 32.4 - 2.0 4.2 26.1
Sugar . 93 12.2 2.1 — 0.7 3.8

- Cement 92 12.6 , 10.9 1.0 0.7
Plantations 55 6.9 N 6.9 N
Alf companies 187 . 15.8 8.0 2.4 5.4
Note: N=Nil or negligible

When the analysis is carried further, as v

‘Control’ of Companies and Role

~of NIM

‘control’ factor/element. The purposg, of
this section is to examine whetHer, and to
what extent, the ‘control dimension’ in
terms of group association has influenced
the reliance of these companies on the
NIM.

The companies which had a link with any
big business group are categorised as
‘group companies’ and those which had no
such link are called ‘non-group companies’.
The difference in the financial experience of
these two classes of companies has been

" construed to be the effect of ‘control’ factor

on the magnitude of, and trends in,
industrial financing by the NIM.

Out of the 208 companies included in
this study, 113 were found to be ‘group
companies’ and 95 ‘non-group companies’.
The basis to mark off the former was the
report of the Licensing Policy Inquiry
(Dutt) Committee 1969. Where necessary,
these were checked with the records of the
Department of Company Affairs, which
registers such companies under the Mono-
polies and Restrictive Trade Practices Act.
For cross~checking, R K Hazari’s pioneer-
ing works and the Report of the Monopolies
Inquiry Commission, 1965, were also
utilised. In short, all possible sources have
been used to ensure accuracy in establishing
tise link of the companies with the business
groups.

. The relevant data are presented ip
Table 9. From a perusal of the Tablg, some
significant conclusions can be drawn. The
‘group companies’ have made less use of
the NIM over the total period as compared
to the ‘non-group companies’. This is
revealed by the fact that net proceeds of all

An aspect of the corporate organisation. issues, during the period 1961-73, were

+ difference in the financial experience of “fh India which has evoked considerable 18 per cent of the change in net assets in the

the different sizes of firms in relation to attention is the association of the corporate . former; in the latter it was about 16 per

-the NIM, Thus, as can be seen from enterprises with leading business groups.
Table 6, during the 13-year period, the

percentage of net assets .financed by
debentures was as high as 9.2 per cent in
the largest size group while in the smallest
size group there was, in fact, a slight decline.
The trend in the extent of debenture
financing dyring 1962-67 and 1968-73 lends
further credence to this condlusion.

There do not appear to be significant °

differences between large and small com-
paaies, in the extent to whxch equity capital
has financed the net assets of companies in
the different size groups, as far as the entire
period is concerned. But, in terms-of the
trend over time, there is some evidence
to support the contention that the larger
companies have been able to raise more risk
capital (Table 7). There does not seem to be
much difference, as is clear from Table 8,

" between the large companies and the small

companies, in so far as the use of preference

» capital is concerned.

TABLE 16:

cent, The other generalisation that can be

INDUSTRYWISE ROLE OF NIM 1961-73—OVERALL POSITION
. Net Proceeds of Capital as Per Cent
Number of of Change in Net Assets
Industry “Companies

: 1962-73 1962-67 1968-73
) @ 3) ) ©(3) .
Electricit 12 32.4 20.9 51.8
Food Y 4 23.9 82.8 0.1
Engineering 53 17.5 17.3 17.8
Miscellaneous* 14 15.3 5.9 29.9
Drugs and pharmaceuticals 3 13.9 21.8 11.8
Textiles 62 12.9 17.7 8.7
Cement * 10 12.6 15.7 9.5
ugar 12 12,2 N 13.8
Chemicals and fertilisers 16 11.4 14.9 8.4
Paper ‘ 10 9.8 14.7 1.3
Plantations 7 6.9 10.4 N
Rubber and products 5 5.9 11.8 8.9
All companies 208 15.8 17.4 14.2

Note:
_oil and match box.

N=Nil or negligjble

*includes companigs manufacturing such items as pottenes, cycles, motor cars,
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"THIS IS ONLY jy ANNOUNCEMERT AND NOT A PROSPECTUS

. o
ANNOUNCEMENT
REGARDING o
THE PUBLIC ISSUE OF
4,28,200 EQUITY SHARES
OF Rs. 10/- EACH

FOR CASH.AT PAR

Persons interested in fufl details may
obtain copies of the prospectus and
application forms from the Registered
Office of the Company, Underwriters,
Brokers and Bankers to the Issue

and their branches whose addresses
are given befow,

Applications have been made to the
Bombay and Delhi Stock Exchanges for
their permxssuon to deal in and for
official quotation for the existing
Equity Shares of the Company and alsa
for those now being issued.

The subscription list will open at
+he commencement of banking .
hours on Monday, the 7th March,
1977 and will close at the close

of banking hours on Thursday,

the 17th March, 1977 or earlier at
the discretion of the Board of
Directors, but not before the
close of banking hours on
Wednesday, the 9th March, 1977,

INCORPORATION AND
MAIN OBJECTS

. The Company was incorporated on

19th June, 1969 under the Companies
Act, 1956 as a private limited company
and the main objects as stated in the
Memorandum are to carry on the
business of makers, manufacturers

and dealers in track components and
stee} forgings of various types and
designs. The Company took over the
running business of M/s. Trackparts of
India, Kanpur, a partnership firm engaged
in the business of manufacturing and
dealing in Crawler Tractors'
Under-carriage parts. On 1st November,
1975 the Company was converted into
a public limited company.

The Company’s existing factory is
located at Industrial Area, Govindnagar,
Kanpur,

EXISTING AND PROPOSED
ACTIVITIES.

The Company is the pioneer in the
country in the manufacture of track
compaonents for Crawler Tractors., .
A technical collaboration agreernent
entered into with Trackparts (Hatfield)
Ltd., England lasted for 15 years

{

* Association.

until 30th June,1976 and now the
Company is setf-reliant in the .
technology for the manufacture of
Crawiler Tractors’ Under-carriage parts.
The Company hasitsownR & D
facilities.

- Diversification Programme

The Cdmpanv is setting up a plant
far the manufacture of closed-die
steel forgings at Old Industrial Area,
Kanpur for which it has obtained
necessary industrial and other
ficences. Steel forgings are vital

for the manufacture of automobile
and earthmoving equipmient, industrial

~ machinery, chemical and fertiliser

equipment. Additionally, the Company
will utilise a significant part of the
new project’s production for captive

__.consumption. There is also a scope for
export of steel forgings. On the

basis of the above, the Directors are
confident that the Company will have
a fairly good future and in the absence
of any unforeseen circumstances, ~
the Company will be able to declare
dividend on its increased capital
within a reasonable time after the
commencement of production.

Present Status of the
Project

The Company has taken up
construction of the buildings required
for the project and all the imported
machinery foreseen for the project has
been ordered out and partly delivered
at site; The installation of the plant
and machinery wifl be undertaken to
meet the schedule of commencement
of production, which barring
unforeseen circumstances is expected
to take place by June,1978. -

SHARE CAPITAL
Authorised

. Rs.
10,00,000 Equity Shares _
of Rs. 10/~ each .

Issued, Subscribed and
Paid-up

1.000 Equity Shares of

Rs. 10/- each fully paid-up
for cash at par allotted to
the subscribers of the

Memorandum of
10.000

1.50,000 Equity Shares of
Rs. 10/- each allotted to
the promoters of the
Company as fully paid-up
pursuant to a contract
without payment being
received in cash for
acquiring the business of
their partnership firm

M/s. Trackparts of, India

/4

15.00,000

. Company

1,00,00,000

1,20,800 Equity Shares of
Rs. 10/- each allotted as
fully paid-up Bonus Shares
to the members of the :
12,08,000

27,18,000

Present Issue

NOW OFFERED TO THE PUBLIC
FOR CASH AT PA
4,28,200 Equity Shares of
Rs. 10/ each

TERMS OF PAYMENT

Per share Rs.

42,82,000

{a) On application . 5{-
(b) the balance of Rs. 5/~ per

share in one or more calls

as may be determined by the

Board of Directors, but so

that not less than one month

shall elapse between the

two successive calls 5/-
TOTAL Rs. 10/-

BOARD OF DIRECTORS

SARDAR HARBANS SINGH
MEHTA,

33,Regal Buildings,

New Dethi 110001,

" Dusiness

Directar

Presndent
'I':h; Delhi Stock Exchange Assaciation
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DR. RAMESH CHANDRA VAISH,
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.Chartered Accountant
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- . SRI KAILASH
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J.K. Satoh Agric
Synthetics Foamg

i Ltd,

uwal Machines Ltd
Ltd

Swadeshi CottonMills Co. Ltd.

SRI DEVENDR
Civil Lines,
Kanpur 208 001,
Advocate
Director

Director:

SWARUP,

Air Reduction Co|
Cawnpore Chemi

1d, -~
i Works Ltd, -
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Gwalior Sugar Cdj Ltd,

Indian Air Gases ijtd.

Hind Chemxcalsj
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compames

DR. AKSHAYA;KUMAR JENA,
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Cuttack, Orissa;

A

Prof. of Metallurgical Engineering,

© LLT., Kanpur

Director.

SRl KAILASH NATH BHARGAVA

Star Press Building,

96/2,Colonelgani,
Kanpur 208 001

Business Lo

Director

SRI HARI HAR
BHARGAVA,
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Industrialist

Managing Directat

Director:
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Factory Area
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UNDERWRITERS
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of the Underwtiters’ Underwritten
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Industrial Development
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and Investment
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8, Vivekanand Marg,
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Industrial Finance
Corporation of India,
New Delhi.
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Baroda House, .

24, Cawasjee Patel Street,
Bombay 400 001.

National Insurance
Co. Ltd.,

3, Middleton Street,
Calcutta 700 071,

Now India Assurance
Co. Ltd., '
New !ndia Assurance Bidg.,
Mahatma Gandhi Road,
Bombay 400 023.

General Insurance
Corporation of India,
Industrial Assurance Bldg.,
Churchgate,

Bombay 400 020.

TOTAL 4282

in the opinion of the Dlrectors, the
resources of the Underwriters are

12.82

7.50

6.40

5.00

3.60°

3.00

250

200

" sufficient to discharge their respective

underwriting obligations.
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TABLE 17: INpUSTRYWISE NET PROCEEDS OF EQUITY, PREFERENCE AND DEBENTURES AS PERCENTAGE OF CHANGE IN NET ASSETS, 1961-73'
. Equity Capital Preference Capital Debénture Capital
Industry 1962-73  1962-67  1968-73  1962-T3 1962-67  1968-73 196273  1962-67 ~ 1968-73
1) ) : ) 3) ) L) (6 @ (8) ® (10)

Electricity 2:0 2.9° 0.5 42 ° 2.5 7.5 26.1 15.5 43.8
Food 18.5  63.9 0.1 N N N 5.4 18.9 N
Engineering . 3 . 7.8 9.6 5.6 2.9 3.9 1.8 6.9 3.8 10.4
Miscellaneous LR 7.9. 3.8 14.4 2.7 0.2 6.5 4.7 1.8 9.0
Drugs and pharmaceutncal&t . 9.3 18.2 6.9 4.6 3.6 4.9 TN N N
Textiles . . s, 1.8 10.8 5.2 2.5 3.2 2.0 2.5+ 3.7 1.5
Cement EAd o 10.9 8.5 13.4 1.0 26 "N 0.7 4.6 —N
Sugar - 9.1 —N 11.0 —N .  —N —N~- 3.8 12.0 2.8
Chemlcals gnd fertlllsers - 10.1 12.0 8.4 1.3 . 2.8 N N N N
Paper F) 2.5 3.0 0.1 3.3 ° 4.2 1.1 4.0 - 7.5 —N
Plantations 5. - K =N N - —N 6.9 104 N N~ N . N
Rubber and products : 5.9 11.7 0.9. - N 01 N —N N - —N
All companies 8.0 9.7 6.2 2.4 3.0 1.9 -5.4 4.7 6.1
Note: N=Nil or ,neghglble —N=decline
) reasonably made® 1s that the trend-exhibits of the development bahks was\inves_ted in v
exactlytheoppos;teplcture While the ‘non- the _ enterprises which belonged to the .

group companies’ raised funds on the leading business houses.? In the context Rate;of G::;wgll?\l,}d Reliance

NIM far in excess (25 per cent) of the
*‘group companies’ (15 per cent) during the
first six years of the period under reference,
ie, 1962-67, .the ‘group companies’
¢ mobilised higher amount in terms of higher
proportion of the increase in their net assets

by new issues of capital during the second

phase of 1968-73, the actual percentages
being 16 per cent (‘group companies’) and
10 per cent (‘non-group companies’). This
important variation in the trend of company
financing " by the NIM found ‘marked
confirmation when the computations were
attempted in two phases comprising the
period 1962-70 and 1971-73. It should, then,

" be crystal clear that, as reflected in the
recent trends, the ‘group companies’ are
making use of thé capital issue method
involving much larger magnitude than the
‘non-group companies’.

Probably the most plausible explanation
‘of these ﬁndmgs appears to be the policy
changes initiated by the government after
1969. In the early phase of the period
analysed by us, the ‘group companies’ were
relying to a significant extent on term loans
from the development banks. for their
requirements of long-term finance. The
overriding considerations, on the part of
the companies, were that this form of
financing was not only more convenient—
because of its easy availability coupled with
less rigorous appraisal and its ‘economy
represented by uniform rate of interest

which. was invariably the ‘prime’ rate

irrespective of the amount of borrowing—
but was also advantageous from the view-
point of tax liability.. The development
banks, with their accent on ‘security., also

_found such enterprises to be id¢al outlets

for their funds. This line of reasoning is
‘amply supported by the findings of the Dutt
Committee that a major part of the funds
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of .the recent changes in government’s
overall potential policy control to reduce
concentration of economic power, as

“reflected in the industrial licensing policy,

regulation of monopoly and restrictive
trade practices, and so on, the development
banks were directed to reorient their lending
policy in alignment with the objectives of
national development with a view to
promoting a more broad-based and diversi-
fied industrial structure. The enterprises
with close association with big business
groups were, in consequence, forced to
explore the alternative source of the NIM
for their long-term financing needs.

The conclusions which emanate from an
examination of Table 10 which summarises

the position of different types of capital in -

- the financing of ‘group’ and non-group’

enterprises are:
“(i) For the 13-year period, the role of

.equity capital is more important in the

‘non-group companies’ while in the case of
the ‘groui) companies’ there is greater use
of the preference and debenture capital;
(i) As regards the trend, the notable
fact discernible is that there has been a
decline in the relative contribution of
equity and preference shares in respect of
both classes of companies but the fall is
more marked in regard to the ‘non-group
companies’. In sharp contrast, debenture
capital has registered a commendable
increase in ‘group companies’ but it hds
steeply declined in the ‘non-group
companies’. It is quite probable that, to the
increasing use of debenture capital subs-
cribed mainly by the Unit Trust of India and
to a Jesser extent by the Life Insurance
Corporation, may be attributed the
improvements that are observed recently in
the magnitudegof the financing of the

‘group companies’® ‘

‘

We have examined, in this section, the
relationship -between the rate of growth
and the reliance on NIM. In this connec-
tion, the hypothesis to be tested is that a
high rate of growth of physical assets is
accompanied by-a high rate of growth of
new issues and a proportionately larger
dependence on NIM. It can be argued,
on a priori basis, that to achieve fast growth,

companies rely on NIM ,to a larger

extent. It can also be expected that in most
of the fast-growing industries considerable
use would have been made of capital issues.
The relationship between the rate of
growth and the magnitude of financing by
NIM has been examined with reference to
three types of tabulations: (i) fast-growing
companies, (ii) fast-growing companies in
different size groups and (iii) compames in
fast-growing industries. :

(i) Fast-growing Comparies and NIM
Growth rate of companies has been
measured by 13 years’ growth in net assets

-as a percentage of tpe ‘opening size’, ie,

net assets at the beginning of the period in
1961. The companies included in our sample
have been classified into four groups
according to therate of growth, inTable 11.

TaBLE 18: AGEWISE DIFFERENCES IN

RELIANCE ON NIM, 1961-73 B

Net Proceeds of Total Capital as
Percentage of Change in Net Assets

Period
Age Group of .
. Companies All

I (upto (over Companies

. 6 years) 6 years)
1962-73 ©  15.1 16.7 15.8
-1962-67 18.9 19.2 17.4
1968-73 7.0 15.2 14.2

Age-Group of Companies
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TABLE 19: Ner Proceeps oF EquiTy, PREFERENCE AND DEBENTURE CAPITAL As PER CENT OF CHANGE IN NET ASSETS

BY AGE OF CoMpaNits, 1961-73
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Equity Capital

Preference Capital

Debénture Capital

1962-67

1962-67 1968-73  1962-73 1968-73  1962-73  1962-67  1968-73  1962-73
O\;/)egﬁ ;ears 10.7 6.4 8.1 2.6 . 1.9 2.3 59 . 6.9 6.4
All companies ) ) 9.7 6.2 80 - 3.0 1.9 L 2.4 4.7 6.1 5.4

In Table 12 are presented data regarding
the role of NIM in financing enterprises
growth-wise. It can be seen that capital
issues are the more important form of
finance to the companies growing slow
during the 13-year period. The co-cfficient
of rank correlations of the growth rate of
net assets was found to be —0.8 (negative).

- In other words, the rate of growth of net

assets is inversely related to the capital
ssues. The hypothesis that the aggregate
proceéds of capital issues finance a higher
proportion of the growth in net assets of

‘ fast-growmg companies is not supported

by the empirical evidence in India. This is
in marked contrast to the experience of
companies in the U K.2

‘To explore the probable causes, we have
attempted in Table 13 to investigate into
the relevant data 'separately for different
types of capital, viz, equity, preference and
debentures. For the t;ntire period, the
co-efficient of rank correlation between net
assets of companies with different rates of
growth on the one hand and equity,
preference, and debenture capitals on the

other hand were +0.60 (equity), +0.8 -

(preference) and —0.8 (debentures). It
means that, while the rate of growth is

" positively correlated more closely with

preference capital as compared to equity

capxtal there is a high degree of negative

Correlation as regards debenture capital.

(ii) Fast-growing Companies - Size-Wise
and NIM )

Our examination of the effect of growth
on the recourse to the NIM by size of
companies, as per Table 14, corroborates
the conclusions of the relationship between
rate of grewth and capital issues in respect
of fast-growing companies. Since the small

_companies have shown a faster rate of

growth the results are also consistent with
those obtained in Section III. It may then
be said in recapitulation, that size differ~

ences in the rate of growth of companies.

are, to some extent, responsible for the
inverse gelationship between rate of growth
and capital issues.

(ili) Fast-growing Industries and NIM

The role of the NIM in companies in
fast-growing industries is depicted in
Table 15.

The co-efficient of -rank correlations

between the industry-wise rate of growth
of net assets and the percentage of net
proceeds of capital to the change in net
assets during 1962-73 were found as

follows: . ; \
(1) between all issues and rate of
growth.  +0.2
«(2) between equity issues and rate of
. growth 0.4
(3) between preference issues and rate of
. growth —0.1 )
(4) between debentures issves and rate
of growth —0.1

From these computations, it can be.

observed that although there appears to be
some ‘relationship the evidence is not

"conclusive. It is probable that the nature, -

rather than the rate of growth of net assets,

in various industrial groups may have a '

greater bearing on the financial experience
of the companies and, therefore, on the
differentiated role of the NIM. Hence this
has been attempted in the next section.
S 4 §
Industry Differences in Reliance
on NIM

Companies can be expected to differ in
their financial experience partly becavse
of differences in their environment. The
ostensible purpose of classifying companies
to industrial groups is to bring together
companies operating in similar environ-
ment. Allocating companies to industrial
groups is, however, by no means easy in
practice. It might seem that the more
narrowly an ‘industry’ is defined,-thé more
homogenous it would be. But_this over-
looks the fact that a company often carries
out a number - of different industrial
operations, so that, there is great difficulty
in assigning it to a narrow industrial group.
Thus, the more narrowly an industrial
group is defined, the greater in practice
will be the,overlap between one group and
another and the more hazy the boundarles
between them.

For this reason, we have adopted a rela-
tively broad industrial classification in the
present analysis, distinguishing 12 main
industrial groiips. In the assessment of the
analytical value of industry differences,
these facts.must be kept in mind.

There are marked variations, as is evident

" from Table 16, in the dependence of the

different industrial groups on funds from

" the NIM, The two industries which are on
top are Electricity generation (32 per cent)
and Food (24 per cent). In the Engineering

“industry, also, the proceeds of new issues
which account for 17.5 per cent are higher
than the average for all the sample com--
panies (15.8 per cent). The availability of|
funds from the NIM to other industries is
much below the overall average, the range

- being 13.9 per cent (Drugs and Pharma-
ceuticals) and 5.9 per cent (Rubber and
Products). The relevant percentages in
other industrial groups are: Textile 12.9
per cent; Cement 12.6 per cent; Sugar
12.2 per cent; Chemicals and Fertilisers
11.4 per cent; Paper 9.8 per cent and
Plantations 6.9 per cent.

It is also clear from Table 17 (columns i
2, 5 and 8) that similar yariations are found
in the role of the NIM in terms of the.
proceeds of the equity capital, preference

- capital, and debentures, to the increase in
‘the net assets. The Table also discloses that
industry differences in the reliance on the’
NIM- are more marked in respect of
debentures. There are only two industries,
viz, Electricity (26 per cent) and Engineering
(6.9 per cent), in which debenture financing
has exceeded the overall average for all
industries (5.4 per cent). In other industries,
the proportion is not only much below the
average but four industrial groups, ie,
Drugs ant Pharmaceuticals, Chemicals and
Ferti]iser's, Plantations, and Rubber manu-
factures, have not made use of debentures
at all,

¢ Inter-industry dxt’ferences in the use of
equity capital are not so wide. Five
industries, namely, Food (18.5 per cent),
Cement (10.9 per cent), Chemicals and
Fertilisers (10.10 per cent), Drugs and
PharmaceutiCals (9.3 .per cent), and Sugar
(9.1 per cent) have financed a higher
proportion of the net assets by raising
equity capital than the average for all the
companies (8 per cent). The relevant
percentage in Electricity and Paper are
substantially lower. As regards use of
preference capital, Plantations and Drugs
and Pharmaceuticals with 6.9 per cent and
4.6 per cent, respectively, occupy the first
two positions, closely followed by Electricity
(4.2 per cent). The industries which are
characterised by either very low percentage’
or nil are Food, Cement, Sugar, Chemicals
and Fertilisers and Rubber Manufactures.
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- Age of Companies and Reliance
o on the NIM .

"$n examining the relationship between the
age of an enterprise and the degree of
dependence on the NIM for financing
its net assets, the object of this section is to
" attempt to verify, empirically, if any signifi-

cant differences efist between oldf
~ established and new campanies.

The age of a company is reckoned with
reference to.the year of commencement of
our enquiryin 1961, In computing the age

of a company, we have considered the -

number df _years either from the date of
incorporation of the public company or the
date on which_a private company was
converted into.a, public company, as the
case may be, till 1960. The 208 companies
_ are divided inte*two age-groups: (i) com-
panies having ages six years or below and
(ii) companies having ages over six years.
The companies in age-group (i) are
. designated ‘new’ companies, and those in
the second age-group ‘old’ companies. The
number of new and old companies, in our
sample, is S0 and 158, respectively.
The relevant data portraying the relation-
. ship of age of companies and the NIM is
summarised in Table 18. :
On careful scrutiny of Table 18
one noteworthy fact emerges—that there is
evidence on which to. base the general-
Isation that ‘old’ companies (over six
years of age) have got more support from
the NIM than the ‘new’ companies (six
years’ age or below). True, if we consider
the position of the 13-year period the
variation may not appear to be significant
with 15.1 per cent (new companies) and
16.7 per cent (old companies) of their net
assets being financed by capital issues. But,
on a deeper probe, in a disaggregated
manner so as 1o look into the trend over

time, there is unmistakable evidence that -

old companies are better placed than new
companies. This is abundantly clear from
the fact that, while reflecting the inability
of the NIM to develop in step with the
growth of industry, there has been a
marking down in the role of the NIM in
the case of both new and old companies but
the decline is markedly pronounced in the
former. In other words, if the results of the

/second phase, ie, 1968-73, are construed -

to portray the present position, it can be
said that, as at present, the magnitude of
financing by the NIM of old companies is
twice that of new companies.

A plausible explanation of this pheno-
menon can be as follows. In the first phase
of the period of investigation, wheractive
conditions prevailed, in the first two-three
years at any rate, investors were inclined

" to invest in pew companies, induced by
prospects of capital appreciation in the
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context of accelerated industrial growth.
When, however, the NIM subsequently
turned sluggish investors® interest in new

enterprises waned. On the other hand, -
the institutional investors—Unit Trust of

India and Life Insurance Corporation of
India in particular—whose investment
policy is characterised by excessive caution
and conservatism, partly due to statutory
requirements, found the old and established
companies as ‘good investment’. Thus the

sluggishriess in the NIM coupled with the

institutional structure would appear to
provide a part of the explanation.

This line of reasoning finds further
support when we analyse for the different
types of capital, separately, as we have done
in Table 19. Some points stand out. First,
while in the first phase (1962-67) equity
capital in new companies was higher by
almost one-third in comparison with old
companies, the .actual percentages being
14..2 per cent and 10.7 per cent, there was
complete reversal in the subsequent phase
1968-73, so that equity financing was 3.4
times more important in old companies
than in new companies, with 6.4 per cent
(old companies) and 1.9 per cent (new

companies). Secondly, the preference share

capital has played a more important part
in the financing of new, companies as
compared to old companies. It is probable
that the behaviour of some of the institu-
tional investors—including the Unit Trust
of India and the Life Insurance Corporation
of India—which find preference shares of
new companies as ‘investment security’ or,
in any case, in consonance with their
investment policy, may be said to have
contributed to this feature of the financing
of new companies whose equity shares
they are not prepared to acquire, The
underlying consideration may be the
security provided by the cumulative nature
of the preference dividend or the require-
ment that equity dividend will not be paid
in any year as long as preference dividend
for any of the preceding years remains in
arrears.® The continuing support by the
institutional investors in a sagging market
would also account for the increasing
reliance of companies on debenture capital,
though, as is to be expected, it occupies a
more important place in the old companies.
Thus it may be concluded that new com-
panies have received a discriminatory treat-
ment from the NIM. This is found to be
most notable in the case of small companies
(in Rs 0.25 crore opening net asset size
group) which have failed to record any
addition to their total capital during the
13-year period, 1961-73.
VIl

Concludihg Observations
The main coficlusions emerging from the
analysisin this paper may now be underlined.

Our . data unmistakably reveal the
declining role of the NIM, indipating its
inability- to meet the growing financial
needs of the expanding corporate sector in
India. The availability of funds from, and
the magnitude of reliance on, the NIM is
characterised by wide divergence between
different types of enterprises. These differ.

- ences pertain to the size of the enterprise, -

the nature of industry to which the company
belongs, and the degree of control in terms
of group association. The dependence on
the NIM is also found to have been
influenced by the age factor. The inability

. of the market to grow in consonance with

the requirements of the growing industrial
sector is shown in the inverse relationship
between the rate of growth and the extent
of financing by the NIM.

In this connection, two points stand out
very remarkably. First, there is serious
institutional lacuna in the supply of risk
capital. This is based on the reasoning that
the proportion of equity capital has shown
a sharp decline over time. This is also
implicit in the rising trend in debenture
capital. The institutional structure of the
capital market in India, dominated by the
conservative institutional investors—Ilike
the Unit Trust of India and the Life Insu-
rance Corporation—may have been instrn-
mental in affecting the form of financing.
In particular, this ‘gap’ is magnified in
small and new companies.

Secondly, the sluggishness in the NIM .

apart, a factor which appears to have
materially conditioned the structure and
behaviour of .the NIM is government
policy, the effect of which is transmitted
into the market in two ways. The
government policy, in so far as it has
prescribed regulatory framework governing
the investment policy of growing media of
savings such as Life Insurance, Pension and
Provident Funds and so on, had the effect
of depriving the NIM of the benefit of the
institutionalisation of personal savings and,
to that extent, prevented its autonomous
growth, reflected in its marginal and
declining role, The influence of government
policy has worked in another way too. This
has a reference to the recent policy changes
in the overall potential policy control to
reduce concentration of economic power.
In evaluating this aspect it must be noted
down that capital issues differ from, say,

trade credit, in that companies issue fresh’

capital not more than once every few years.
Since these changes have been in operation
only, for a small part of the period covered
by our analysis, the full impact may not
have been unfolded. These qualifications
notwithstanding, the available evidence
definitely points to the fact of such effect
being discernible. It is likely to have more
pronounced impact in future.

1961-73  15597.09
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’ Appendix

TABLE AI' RoLE oF NEW Yssu® MARkET

N CompaNy FINANCE 1961-73,
OVERALL TRENDS

(in crores of rupees)

Year Total Total () as
Net Assets Capital Per Cent
' of 2)

) Q) 3) 1)
1961 626.40 261.47 41.74
1962 700.75 275.88 39.36
1963 781.35 292.02 37.37
1964 878.23 311.15 ° 35.42
1965 - 974 .43 335.42 34.42 .
1966 - 1075.09 353.56 32.88
1967 1226.52 365.92 29.83 .
1968 . 1323.90 377.10 28.48
1969 1397.48 396.85 28.39
1970 1506.64 410.64 . 27.25
1971 1608.42 419.84 26.10 .
1972 1696.70 442 .58 26:08
1973 1801.18 447.67 24.85
1961-66 5036 .25 1829 50 36.32
1967-73 10560 84 2860 60 -~ 27 08

4690.1G 3G.67

Note: The figures of ‘total capital’ are
inclusive of bonus issues made
before 1961, Adjustments were made
from 1962 onward to exclude them
from the total capital.

Tante AIl: Rore oF Equiry CAPiTaL,

PREFERENCE CAPITAL AND DEBENTURES IN

THE FINANCING -OF ListED CoMPANIES,
1961-73.

(percentages)

Year Total Total Total
Equity Preference Debenture
. Capital as Capital as Capital ag
- Per Cent Per Cent Per Cent
of Total of Total of Total
Net Assets Net Assets Net Assets

m @) 8 @

»

1961 32.03 541 4.32
‘1962 20.73 541 4.22
1963 27.98 4.95 4.44
1964 * 26,32 500 430
1965 25.15 4.83 444
1966 - 23.54 &7 457
1967 2110 422 451
1968 19.93 4.03 4.52
1969 19.67 447 455
1970 18.56 404 464
1971 17.75 3,77 4.58
1972 1710 361 5.37
1973 .16.35 3.47 5.03
1961-66 2695 ©5.02  4.35
196773  18.43 3.87 477

21018 4.24 4.64

Note: The ‘Equity Capital’ includes bonus
issues before 1961, After 1961, it is
exclusive of such issues, Preference
capital and Debenture capital are
net of redemptions.

Notes

(This paper reports the major findings
of one aspect of a larger study of the
New Issues Market in India. The grant
of financial assistance by the Indian
Council of Social Science Research, New
Delhi to conduct the research project is
gratefully acknowledged.]

1 These are published regularly in the
Reserve  Bank of India Bulletin.
Consolidated accounts of these are
- made available after some periodic
intervals, For example, the June 1967
and January 1973 issues provide a
consolidated picture for the period
1960-65 and 1966-70, respectively.
Similar surveys are also conducted
by the Department of Company
Affairs, Government of India and
published in “Company News and
Notes” - its official organ. The
Economic Times and Financial
Express also bring out periodical
information on these aspects.

2 Simon Kuznets ‘International
Differences in Capital Formation
and Financing’ in “National Bureau
of Economic  Research, Capital

 Formation and Economic Growth”

(New York, 1955) pp 33, 53. f

3 Tew, B and Henderson, R F,

. Review of Management February 1977

“Studies in Company  Finance”,
Cambridge, 1959, p 65. R N

4 Net assets have been calculated by
deducting the current liabilities and
provisions from the total assets net
of depreciation.

5 The' popular methods’ of floatation

of capital issues in India are: (i) the
‘Prospectus /Public ~ Issues’  and
(i1) ‘Right Issues’, .
N ,
6 Hazari, R K, “The Corporate Private
Sector”, Bombay, 1966,

7 For details please refer to the Report
of the Licensing Policy Inquiry
(Dutt) Committee Report 1969,
New Delhi.

8 See in this connection Tew and
Henderson, op cit. pp 6566,
Table S5.1.

9 Tt is a different matter that this
security in India is more apparent
than real. Please refer to L. C Gupta,
“Preference Shares and Company
Finance”, Institute for Financial
Management and Research, Madras,
1975, Chapters 2 and 3. .
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Citurgia Biochemicals

CITURGIA BIOCHEMICALS, an Indo-
British venture, promoted by Johrn and
E Sturge of UK, Bombay Dyeing, and
Sturdia Chemicals, is setting up a project
near Surat in Gujarat for annual manufac-
ture of 3,000 tonnes of citric acid by the

ad deep fermentation process using sugarcane

molasses as the main raw material.
Technical know-how is being provided by
John and E Sturge, which has been
producing citric acid on a commercial scale
for over a century and has successfully
conducted full plant scale production runs
using its process with Indian sugarcane
molasses sent by Indian promoters from
the sugar factories around Surat. Imple-
mentation of the project has proceeded

-according to the schedule. The company

expects to commence trial runs by mid-1977
and commercial production shortly there-
after. The project cost, estimated at Rs 7.8
crores, is 'propcsed to be met by share
capital of Rs 3 crores and by term loans
from financial institutions and banks to the
tune of Rs 4.8 crores. Of the share capital,
Rs 1.7 crores is to be subscribed by the
promoters with Sturge taking up shares of
the face value of Rs 1.1 crores, The
Company is offering a capital of Rs 1.3
crores in equity shares of ,Rs 10 each to the
public for subscription at par. The entire
public issue is fully underwritten. The

. 4

>

subscriptien lst will cpen on Fébruary 7
and close on February 17 or earlier, but not

- earlier than February 10. There is 'good

demand for citric acid, which is used in the
pharmaceutical, food, drinks and cosmetics
industries. Till now, India’s requirements
have been almost entirely met from imports
which have been permitted by government
on a restricted scale. The pent-up demand
in the country is reflected in the high free
market price. Besides, there fs also a good
demand for citric acid in other Asian
countries, at present being met by plants
located in Europe and North America,
Since the Indian company will use sugar-
cane molasses as the main raw material—
available at a.fraction of the cost of beet
molasses used by producers in Western
countries—this cost advantage over com-
petitors, should help it to sell its products
at ateractive prices, both in India and in the
neighbouring countries, The company
does not envisage any difficulty in meeting

the obligation of exporting 25 per cent of

its output during the first five years of
operations. According to N A Palkhivala,
vice-chairman, the company expects to
reach about 60 per cent of its capacity in
the first year of production and give a fair
feturn to investors within a reasonable
petiod, y
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- Workers’ Parti

2
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S P Lavakare

cipation in Management

¢

Workers' participation in managenent, has, Sfor some lime now, been an integral part of afficial policy.

While the aims of the policy are unexceptionable, it
the actual scheine has been successful. '

The present paper, based on a survey of

it and around Delhi, is an attempt to study the operation of the scheme.
t 1 .

WORKERS’ partici%ation in° manage-
ment has been an integral part of Indian
labour policy for - quite some . time..
Several attempts have been~ made to
experimeny  with . various forms of
workers’ #: participation  through  both
legislation™and persuasion. The purpose
of these endeavours has been to establish
a peaceful economic system on-a demo-
cratic basis which can enlist co-operation
of workers to énsure improvement in the
total performance of an organisation.
1t is an accepted fact that these atiempts
have not achieved the desired results
Increasingly, it has been felt that in the
interest of efficiency, good management
and constructive industrial relations, it
is imperative: that the efforts of all
! parties concerned shouid be directed to-
wards common goals. With this in view,
.the Government of India announced a
statutory “flexible” scheme for workers’
' participation in management at the shop
 foor and plant level. -

In reality, participation is a Ppsycho-
logical concept, which essentially denotes
power equalisation. It denotes not only
the more democratic use of power but
also the sharing of power. Theoretically,
there is no doubt that it can have a
positive effect on inter-personal and
inter-group relations in the industry and
also “on productivity. It is a potent
motivational stimulus because jt simul-

‘taneously fulfils several needs that one

carries at work. The desired outcome of -

participation canpot be ensured unless
certain changes in the environment take
place. 1f .industry seeks to practice
participative management non-authentic.
afly and even mechanically -certain un-
intended and disfunctional ,consequences
may follow.

It is in this context that this survey
of selected industrial organisations in
both public and private sector was under-
taken in the middle of the year 1976.

The central concern of the present
investigation is to study the opetational
part of the scheme of workers®, participa-
tion both in public and private sector
industries. All the organisations inctuded
in the study are manufacturing ofianisa-
tions. These organisations were mainly

_chosen for their convenient location in
and around Delhi. Out of total twenty

L
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organisations, only ecight belong to
private sector and the rest are in the
public sector. The uneven distribution in
{wo sectors could not be avoided as_there
was hardly  any choice in the’ private
sector due to the limited number of .
industries .around Delhi, Somé of the
organisations in the study have ‘only head
offices in Delhi and their plants are.
spread over different parts of the country.
In such cases the-data was collected
through the head offices. The data was
obtained by interviewing the personnel
managers of the organisations with the
ajd of a questionnaire. The interviews
were spread over a period of two months.

The study endeavoured to secure in-
formation on the following topics:

(1) Initiative in implementing the
scheme of workers’ participation

. in management;

(2) Design of the scheme;

(3) Tntroduction of the scheme;

{4) Nomination of workers’  and
management’s representatives;

(5) Furnishing of information and

. communication;

(6) Rote of Trade Unions;
(7) Achievements of the scheme;
(8) Management’s attitude towards
the scheme; :
(9) Training for participation,
The major findings under éach of these
heads are summarised below.

(1) As fac as the enterprises in
public sector were concerned, there was
not much choice whether to implement
or not to implement the scheme, since

. all these .enterprises ‘received directives

for implementing the scheme from their
respective ministries. In all organisations,
the initiative for implementing the
scheme was taken by top management.
When questioned as to.why they felt the
need for implementing the scheme, most

_of the 'responses  centred around the

advantages likely to be gained from such
scheme. The management in the private
scctor also mentioned the need to be.in
tune with current thinking and philosophy
of the government. None of the responses
suggested any real usge or conviction in

the new experiment, but rather exhibited

a tendency to respond to external pres.
sures. In the light of this, it is difficult
to assess the.feeling of the executives
who tended tg give mechanical responses
to the queries that were made.

is difficult to say to what extent the implementation of
selected industrial organisations in_the public and private séctors

(2) In medium sized organisations,

the design of the scheme followed very
closely the poattern of the scheme 25
evolved by the government. But in
seven large organisations having more
thap one unit spread all over the country,
the design of the scheme was different,
and mainly consisted of two or three-
tier system, wherein there were various
functional sub-committees at the base
and a joint management/consultative
committee at the apex-—as a supreme
and co.ordinating body. In such cases,
the role of the head office was to
collect the minutes of the meetings in
alt plants and circulate important deci-
sions or suggestions of one plant 1o
another plant. The head office dealt only
with those matters brought forth by the
joint councils which involved policy
decisions, or those which affected the rest
of the plants. (It would be fair to
mention that the local language is used
for conducting meetings and disctissions
which at least assures understanding
and co.operation of workers.)

(3) In all organisations, attempts
were made to inform workers about the
scheme as outlined by the Government
of India. Of course, they used different
means 1o communicate to ‘the workers
the details about the implementation of
the scheme; for example, in two private
organisations, the scheme was explained
through the help of trade union leaders,

whereas in two other private organisa-

tions, it was done by the managing
director himself who addressed workers
in large meetings. In the public sector
organisations, workers were informed
either through trade union  lcaders or
through the general manager of the
plant. Nowhere were efforts made* to
irplement the scheme with the help of
the leaders of the workers themselves.
The whole implementation process
looked like a unilateral decision. The

very essence of participation, that is,

involvement of workers or trade unions
in the design and implementation “of the
scheme was absent. It scemed as if the
scheme was imposed from above irres-
pective of whether the workers wanted
it or not, whether they were ready for
it or not, whether they understood it

or pof. In' none.of the organisations:
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(except in one private organisation)
were group discussions held at workers’
or managers’ level. When- this was
pointed out, it was explained that the
participative culture in one form or
another always existed and as such
workers were used to the idea of joint
consuliation and discussions.

It was argued by many a manager that
workers' representatives did not act res-
ponsibly and that workers tended to bring
all issues and grievances to the partici-
pation forums in spite of being made
aware’ of the role and functions of the
shop council and the joint management
:ouncil. Many executives also pointed out
he difficulty of nominating workers’
‘epresentatives because of the multipli-
ity of unions and inter-union rivalries.

It was observed that although the shop
souncil and the IMC was to meet once
» month and once a quarter respectively,
his frequency was not strictly adhered
o. In three private organisations, the
meetings of the shop council and IMC
had not been held as scheduled. The
review of the minutes of the meetings in
each organisation revealed that in the
initial phases there was enthusiasm about
the scheme, but this enthusiasm slowly
petered out. The reasons for this varied,
but it was obvious that when the expec-
tation of representatives of either side
were pot met, the participative forums
seemed to lose their relevance. This was
more often observed in the private than
in the public sector.

(4) In all organisations under the
study, the management representatives
were nominated by the top management.
As for the nomination of workers’ repre-
sentatives, in ~all private enterprises,
these were nominated efther by the
workers through elections or by ‘the trade.
unions.. In public sector enterprises, the
workers’ representatives were nominated
by that trade union which had the

_support of the majority of workers.

(5) It is interesting to observe that
in all private organisations, the manage-
ment was very discreet and sefective
about the kind of information it wanted
to share with workers’ representatives.
"They were reluctant to share any financial
information or information pertaining
promotion, recruitment etc. On the other
hand, the management of the public
secfor enterprises was more willing to
share-every kind of.information. It did
not feel the need for demarcating the
areas - for discussion or sclecting the

‘type. of information to be shared in

participative forums.
In none of the organisations, werc

. deliberate attempts made to ensure the

proper flow of information needed by

the joint council representatives.to enable
them to take part in discussibns and
offer suggestions; the workers’ répresent-
atives themselves had to specifically ask
for information they neceded. But with
the style of management prevailing in
industry, is not it too much and too
early to expect workers to ask for infor-
mation? Besides,” if workers are. to be
involyed in this machinery, they must
know not only what they have
to do but why they have to

‘do it and what they will gain from

it. This calis for a systematic method
of communication. The top management

“has to be clear about the type of infor

mation needed which must be communi-

cated on a continuing basis. Methods -
have to be evolved to - ensure that.
. important information is getting through

and is being understood, Such communi-
cation is vital to the success of any co-
operation programme; aid some kind of
orientation training in the compaay's
activities, objectives, and plans is neces-
sary for workers’ representatives before
inducting them . into  participative
machinery. .

(6) All the executives expressed 'a
uniformly similar feeling about the future
of trade unions. They felt that the role
of trade unions would be weakened if the
scheme for workers’ patticipation became
successful. This:was because the scheme
not only opened new channels of com-
munication but also cleared existing ones
between workers and management.
Besides, it had given management an
opportunity to establish. rapport with

workers, Workers were now given the

chance of a face.to-face dialogue with
management. Till now, workers believed
in the image of management as portrayed
by the irade union leadership; but now
they could judge for themselves. .

None of the executives considered the

possibility that the scheme would in fact -

strengthen the trade unjon’s “role in
industry. By separating collective bargain-
ing from the participative machinery,
trade union leaders would get more time
to concentrate on their major activities.
Besides, if the representatives are to be
nominated by the unions, the control of
the unjons would be greater, and not
lesser tham before. Could it be, then;
that the executives’ response is merely 2
piece of ‘wishful thinking’? .

(73 Al the execulives admitted that
the scheme had enabled them to improve
and expand the communication channels
with workers. They emphasised the fact
that the council meetings had brought
about awarencss amohg workers of
management problems, The " workers’

involvement had also gencrated enthu- -

»
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siasm and various positive suggestions
and comments were forthcoming. 'As a
consequence of the implementation of
the scheme, the works committees were
no longer eflective..

(8) Tt was very difficult 1o probe the
real feelings of managers even as they -
expressed their satisfaction with the
scheme. All of them welcomed the
scheme as it would help them not only
in increasing the productivity but in
ensuring smooth industrial relations.
Their expectations from the scheme were
quite high. They all had a positive
attitude towards the scheme, though nat
towards the capability of workers to
participate. .

(9) 1In all the organisations sorveyed
(éxcept in three private organisations),
training programmes were arranged for
the management’s and workers’ represen-
tatives. Through traiping programmes,
attempts were made to arrive at a con-
sensus on the areas for participation
and on the. issues to be discussed in the
participative forums. The managements
of three private organisations relied on
the training of workers’ representatives.
through the training programmes of the
union labour ministry. The management.
of these private organisations did not
seem to be aware. of the need for train-
ing management representatives. Nowe
of the training programmes aimed at”
learning the skills of conducting the
meetings, presenting “information Jn a
manper that is understandable to all,
persuading others etc. In the absence of
these skills, mere presence of both
parties at the table would not encourage
participation, involvement and exchange
of views. o

The scheme for workers' participation
was institutionalised when the industrial
scene was at its worst. As a consequence,
the expectations of all parties concerned
were quite high. The scheme was
introduced with lofty aims, which further
heighitened the expectations. But when
the actual implementation was done,
various problems came up which were
also anticipated.

Through these interviews, one had the
feeling that management believed in the
participative machinery as an instrument

for increasing productivity and produc-

tion; but how far it also belicved in it
as a means of better understanding and
sharing remains uncertain. In none of
the organisations under survey were the
workers assured of fair sharc of their
rewards on increasing  productivity
resulting from participation. Unless such
agsurances arc given, workers cannot
be motivated to participate.
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The design of the scheme has been
impogzd from above without any con.
sultation or discussion with workers and
trade unions. People often take time to
get used to the idea of participation,
particularly after’a period of confronta-
‘tion or authoritarianism. In this context,
it is imperative to consult workers about
. the design and the implementation . of
that design by group.discussion at all
levels. The very basic principle of parti-
cipative machmery has been completely
ignored at the tune of introduction of
the scheme.

It was ﬁlso observed that the 1mpost-
tion of the scheme was a sudden step,
rather than a gradual move. from
informal group- meetmgs and its exten~

sion to other functlons of any existing -

committee. a
Once the machmery for workers
participation is  set up, constant and
effective supervision and hard work on
the part of management is required to
' keep it.going. The joint councils have
to be kept informed of the organisa-
tion’s activities, objectives and plans in
8 way that can be understood by the.

workers. Such a process was completely
absent in the organisations studied..

Nowhere were workers assured any pro-
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tection for speaking out their minds at
council meetings instead of - merely
supporting the management.

There was no scheme to make

periodic assessment of the activities of -

the joint council in any of the
organisations, There was no machinery
for continuous review of the practices
and problems arising out of implementa-
tion of the scheme. Hence, attempts have
to be made to assess the activities of
the joint councils which would not only
show the failures, but also highlight' the
positive aspects of the scheme. ~

It was often mentioned that workers
did not clearly . distinguish between
participation and negotiations, and that
they tended to misuse the participative
forums. Given the nature of industrial
relations in India, " workers invariably
meet management in an atmosphere of
conflict and crisis only and rarely in
a spirit of co-operation. Such confusion
is bound to be there initially in the
absence of democratic practices in these
industrial organisations. It is only
gradually that such ‘misconceptions and
misunderstandings will be overcome in
the process of workers and managers
being trained for participation.

In two private companies, participa-~

tive machinery was used as an altem::-
tive to trade union representatlon
because of strained relationship between
management and trade unions. This

trend is not a promising one and would

only result in arousing antagonism not
only among trade union leaders but also
among workers.

Participation is no easy way out. It is
certainly not just one more amenity to
be granted by enlightened employers.
Nor is it merely a way of jointly discuss-
ing management ideas. It is a positive
recognition that everyone in an organisa.
tion has a contribution to make. It must
be made clear that there is no room
for complacency. Even in those organisa-
tions, with well-thought out and smooth
running participative machinery, manage-
ments still need to ask  themselves
whether it is being used as fully as it
could, whether it is producing new
ideas; whether it is arousing widespread
interests, or whether it has settled down
into a rather pointless routine.

Facing the urgent problems of our
time, participative machinery offers
immense scope simply - because it
recognises the obvious truth that the
success or failure of an enterprise
depends on the people in it.

‘o

Polystyrene Plant :
Styrene Monomer Plant ;
Alcohol Dtstzllery Nira, sttnct Poona.

- A PRODUCT IS KNOWN BY THE COMPANY IT XEEPS
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'MNCS and Expori Development

C K Prahalad

Indid’s target for exports—Rs 8,000 crores by 1980—postulates a two-fold increase in exports in a short
period of four years. This target cannot be met if the country relies exclusively on natural growth in the export of products

and services already being exported.

One area where innovation is possible is t/ze use of multinational corporanons their marketing skills and
global network to augment Indian exports. Our ability to use MNCs would depend on the sophistication of -our
understanding of these corporations as managerial systems rather than mere economic or legal entities. What is necessary

is a selective, managerially-oriented export strategy which makes use of the MNCs.

An approach for developing such a strategy is argued in this paper.

THE lmportance of Multinational Corpo-
rations (MNCs) in world trade, foreign
direct investment and transfer of technology
is well known and does not need repetition
here. Suffice it to say that as of 1970, 200 of
the largest MNCs operated more than
28,000 subsidiaries around the globe. These
subsidiaries generated sales of $80 billion.
Multinational -corporations have been

rowing at a very fast rate. In 1975, the
total foreign investment of MNCs was
estimated to be $300 billion and their total
production was estimated to be $750
billion.? It is claimed that MNCs account
fof more than one-eighth of the gross
product of the non-communist world, and
that their share is growing.®

In managing their far-flung subsidiaries,
MNCs have demonstrated their ability to
build and sustain a global network involving
manufacturing, marketing and finanging
activities; and more importantly, their
ability to harmonise the skills of people
everywhere. They have evolved many
organisational and legal mechanisms—
exports, technical collaboration agreements,
joint ventures, subsidiaries—to sustain
their involvement in the economic activity
around the globe,

Multinational corporations have also
been at the centre of world-wide debate.
Their size (the smallest MNC among the
world’s 200 largest had a sales turnover of
$400 million in 1967),% their employment
(US controlled subsidiaries employed
49,090  Americans and 5.5 million local
workers as of 1970),5 the consequences of
their ‘economic power, especially their
ability to use economic power to cow down
sovereign states have all been debated.
Containing the power of MNCs has become
a concern of not only a few sovereign states
but alse of a world body like the United
Nations.® Hence, in any discussion of the
use of MNCs to augment exports, we should
be sensitive to the strengths of MNCs and
how we might use them to our advantage
as well as the dangers they represent to
pohtxcal and economlc sovereignty  of
‘nations.

: 1

MNCs in Indian Context

Indian industry has had a long relation-
ship with multinational corporations. For
example, a study of 877 private sector
companies conducted by the Reserve Bank
of India (RBI) showed that during 1964-70,
they accounted for 1,098 technical agree-.
ments. Of these 877 companies, 433 were
minority companies, 197 were subsidiaries
of MNCs, and 247 were pure technical
collaboration agreement companies in
India. Total foreign investment was
Rs189.5 croresin subsidiariesand Rs 116.31
crores in minority companies. Of the 41
public sector enterprises surveyed, 39
accounted for 163 technical collaborations.?
Some of our large public sector corpora-
tions like BHEL had, as of 1974, as many as
15 collaborations, 12 of which were

with MNCs.8
~

With increased industrialisation, the
country’s involvement with MNCs is likely
to increase. We will probably continue to
acquire technology from MNCs even if we
do not seek direct foreign investment. More
importantly, in most of our export markets
we will meet them as our competltors. Our
ability to export non-traditional and high
value added items will depend on. our
ability to meet this competition. To manage

our relationships with MNCs  both .

internally and externally we have to start
understanding the relative strengths and
weaknesses of MNCs and Indian
corporations.

Multinational corporations possess many
of the strengths necessary to participate in
world trade and investment. They also have
some “soft spots”. Compared with MNCs,
India operates its export drive with several
disadvantages, while also possessing some
under-exploited strengths. An analysis of
the relative strengths and weaknesses of
MNCs and Indian industry reveals that
these. strengths and \\./eaknesses are

. complementary. B

r

FINANCIAL STRENGTH: ABILITY TO INVEST

The financial strength of MNCs is well
known. In 1975 the total foreign direct
investments of the world’s largest multi-

nationals was $300 billion. The 20 largest

corporations had a combined sales volume
of $348 50 billion and a net income of
$18.45 billion.®* The growth in the level of
foreign investment, sales volume and’ assets
is unlikely to abate. For example, Japanese
multinationals,-a relatively new factor in
direct investment abroad, are expected to
increase their investment from $10.27
billion in 1973 to $44.87 billion in 1980.
The value of production from their foreign
investment is expected to be $78.75 billion
in 1980.12 Compared with the enormous®
financial strength and size of MNCs,, Indian
companies are minuscule. Two of India’s
largest corporations, Indian OQil Corpqra-
tion and SAIL reported sales of $1.25
billion and $0.727 billion in 1974, We are
clearly at a disadvantage in terms of ability
to invest in developing markets (investments™ -
in’ production, distribution, service, and
marketing facilities), to derive the benefits
of rationalised world scale manufacturing,
to withstand sustained competitive price-
cutting. The Table gives a summary analysis
of the relative strengths and weaknesses of
MNCs and Indian corporations.

FINANCIAL STRENGTH: ABILITY TO
DISINVEST -

Because the}; operate in a large number
of countries, MNCs are able to wuse
disinvestment as a competitive weapon.
Disinvestment is used in one of two ways;
either to pull investments out of a politically
undesirable situation or to move resources
across countries to reduce manufacturing
costs. For most multinationals, no one
developing country represents a crucial
market. For example, sales in India
represented 0.4 per cent of the total sales
for ICI, 0.7 per cent for Siemens, 0.74
per cent for Phillips, 1.1 per cent for
Unilever, and 2.2 per cent for Union
Carbide.!* The impact of lOSin a market is,
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TABLE: RELATIVE STRENGTHS AND WEAKNESSES OF MNCs AND INDIAN CORPORATIONS

o«

Aspects .

MNCs

Indian Corporations

Financial

countrles. 1

Marketing 4

Manufacturing -

LS

PRR-r

P2
£

Technoldgical

=,
%,

Quality and Co's‘_it

of Management*

~ Support Skills

Sufficient financial strength to invest and/or
divest. Can move resources across markets/

Dominate markets like computers, machinery,
nd chemicals. Possess strong distribution,
; ervrce, and brand advantages.

Can invest in and manage large scale.operations,
© A, choose locations, and rationalise manufacturing.
But this leads to an inability to service

protected and small markets.

Have umque advantages in developmg new
products and processes and improving design and
. quahty Invest heavily in R and D.

Very sophisticated and high cost managemerit,

Very well developed. )

restricted.

Do not possess the strength to either invest or divest.
Movement of resources across markets/countries severely

Market share is msrgmﬁcant in'world markets. Cannot
afford major investments in market development. Do not
possess strong brands.

No skills in developing large scale plants. Little freedom"
to choose locations or rationalise production to achieve
cost advantages. Have adapted imported technology to

low scale operations. Can service small markets by using

" adapted technology.

is negligible.

Cdnnot effectively compete wrth MNG:s in the development
of new products and processes. Investment in R'and D

Have advantages in the development of design and
engineering specifications for standard processes.

Not very sophisticated management, especially in

managing international operations, Costs of management
tend to be very low.

Not developed at all.

3

in financial terms, not substantial.

primary. interest of MNCs in India is in

continuing their foothold in what is poten-

tially one of the largest consumer markets
.-in the world. ~ , -

Several MNCs have recently begun a
critical examination of their interest in
developing— countries and many have

“ decided to pull out and seek ready markets
in developed countries. Disinvestment by
UK, based MNCs in" 1971 was around
$715 million, of which $300 million was
divested in developing countries.12 At least
204 US based multinationals divested 561
foreign operations during 1967-1971,
representing assets (book value) of $ 2.4
billion and a sales volume in excess of
$3.68 billion.'* This emerging pattern
indicates that disinvestment is no more a
result of corporate misjudgment,
clearly thought out corporate strategy of
selective’ investment. Multinationals can
and do move resources around the globe
and are increasingly exercising this option
to avoid operating -difﬁculties in some
countries. N

Indian corporations do not have the:
financial strength or the freedom to move
resources across couatries, to selectively
exploit or-to pull out of markets. Indiaan
exports and foreign investments have so
far been determined by available oppor-
tunities. While MNCs can use disinvest-
ment as a competitive weapon, Indian

- corporations are far from acquiring this

capability.

-~

MARKETING STRENGTII

Multinational corporations have attem-

" pted to control their markets through a

variety of mechanisms. Most of the advanc-
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ed technology industries—computers, clec-
trical machinery, farm equipment, auto-
mobiles, —chemicals, machine tools—are
dominated by a few MNCs. They tend to
use their collective -strength to restrict.
“membership to the club”. Indian industry
has not yet faced competition from these
giants in export markets, as it does not ex-
port sufficiently large amounts of non-tra-
ditional products to attract significant reta-
liation from them, Secondly, over the years,
MNCs like Singer and Unilever have deve-
loped a large network of regional offices,
distributors, agents, and service centres.
These marketing networks represent vested
interests in each country and.are hard to
penetrate. Third, MNCs have, over the
years, invested in building brand loyalties
as well as loyalty to the company; Coco-
Cola and IBM are notable examples.
Indian corporations do not yet have the
sales volume needed to-invest and develop
extenisive  marketing networks and brand
loyaltres in export markets.

MANUFACTURING STRENGTHS

Manufacturing strengths of MNCs
relate to the scale of operations, location of
manufacturing . activity, and the ability
to move products around the globe based
on a sophisticated logistics network.
Multinationals tend to design their facilities

‘with a view to achieve economies of scale.

For example, 100,000 tonnes per year
capacity polyethylene plants, 1,300 tonnes
per day capacity fertilizer plants, one
miflion units per year capacity air-condi-
tioner and television plants are common.
The demands that such plants impose on
manufacturmg‘ skills are substantial. Indian
corporations do not have the manufacturing

skills needed to operate large scale plants.
The development of rationalised global
manufacturing has major implications for

. world trade. Essentially, it implies that

transfers of products and ‘components
between the manufacturmg divisions of a
corporation constitute exports for one
country and imports for another. The
case of Ford illustrates this. “Ford has
three main plants—at Basildon in England,
at Antewerp in Belgium, and at Highland
Park, a suburb of Detroit in the US.
Antwerp makes all the transmissions for
Highland Park and Basildon, while
Basildon makes the hydraulics and engines
for the other two. Both Basildon and
Antwerp import the select-speed gear
system from Highland Park and Basildon
supplies engines to Highland Park for the
giant tractors used on the North American
prairies.”1¢ The list of such international
rationalisation would include Interna-
tional Harvester, IBM, Phillips, Olivetti,

etc. These transactions between divisions

of MNCs account for a substantial amount
of world trade—22 per cent of Britain’s
exports in 1966.15 More than 26 per cent
of all impotts to the US during 1971 was
from the affiliates of US based MNCs.1¢
Several MNCs have devoted substantial
attention to the location as well as the

Jationalisation of their manufacturing
‘operations.

Rationalised . production
enhances managerial control over product
mix, production schedules, quality, costs,
and prices. It provides better utilisation and
a sharper focus to R and D investments.
It also enables multinational managers to
move sub-assemblies and finished products
across " national boundarres at
determined by them.

prices

.
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While the ability to rationalise manu-~
facturing operations is a major competitive
strength of MNCs, it is also one pf their
problems. Multinationals which have opted
for rationalisation tend to lose their
ability to penetrate markets which restrict
imports and demand the production of
these items on a small ‘scale within the
country. For example, take the case of a
Japanese MNC which operated a totally
automated refrigerator plant making close
to one million units per year, and which
yet found it hard to manage its joint
venture in a Southeast Asian country
with a capacity of 12,000 units per year.
The “technological gap” between the two
locations was so large that a substantial
“technological reversal” was necessary
before the problems of managing small
scale operations could be handled effectively
by managets at the corpoate office. In
fact, attention has been drawn to problems
that MNCs face in manufacturing if they
“over automate” their foreign plants
or use “inappropriate technologies™.1?
Indian industry is at a disadvantage when

* it has to compete with MNCs in products

produced by them in their international
production céntres—in terms of quality,
design, or cost—in countries where these
p'roducts are \freer imported.. But when, due
to governmental pressure, a production unit
has to be established for relatively small
scale production within the host country,
Indian industry has tremendous advantages.
India has successfully adopted technologies.
It can now offer, for example,a one million
tonne steel mill or a 600 tonne per day
capacity fertiliser plant in competition with
farge MNCs. ;

_ TECHNOLOGICAL STRENGTH

" The technological strengths of MNCs
are generally accepted. Some large MNCs
spénd over $500 million per year on R and
D. The R and D budget of IBM for 1972
was $726 million, and- it operated 32
laboratories.t® In 1971 in the US, large
corporations in five industries—aircraft and
missiles, chemicals and allied 'products,
electrical equipment and communication,
transportation and motor vehicles, and
machinery—accounted for 81 per cent of
the total resources spent on R and D.ie
IBM is supposed to have spent 85 billion

in ‘developing their system 360.20 Not only

do MNCs allocate substantial resources to
R and D, but they also possess immense
.R and D management skills. Further,
R and D in MNCs is closely tied to
business needs: Due to these factors, they
continue to be leaders in technology.
Several large technology-intensive MNCs
also perceive themselves as *“traders in
knowledge”. Indian corporations in con-

. trast do not have an R and D tradition.

-Less than Rs. 14 crores was spent on

N

R and D in the corporate sector in India in

1968. This represents less than 0.3 per cent

of the sales volume of industry, both
private and public for that, year.2t The
investments made by our government in
national laboratories do not really enhance
our fund of exploitable technologies as
these laboratories lack the market orienta-
tion so necessary for the commercial
exploitation of R and D. The relationship
- between Indian industry and research

" institutions continues to be unsatisfactory.

For a long time to come, MNCs will
lead Indian corporations in product and
process innovations, quality, and consumer
appeal. Even if we developed a new product
or process, we would find it hard, in
financial, marketing, and manufacturing
terms, to exploit it globally, Our oppor-
tunity in this area depends on our ability
to understand and exploit the costs of

technology transfer rather than develop new

technologies. Typically, in the total cost
of technology transfer, the cost associated
with buying a proprietory process is small
compared with the costs of designing and
engineering a specific plant. In some
chemical process” plants, this cost could

be as high as 10 to 15 per cent of the:

total cost. In most mature technologies,
Indian companies can be cost effective
with respect to this component of the total
technology -transfer process.

i
QuUALITY AND CoST OF MANAGEMENT

Discussions on MNCs seldom deal
with their real strength— the quality of
management.?2 Over a period of time,
MNCs have developed the skills needed to
manage large and diverse operations in
many countries. A typical diversified
multinational like General Electric, Union
Carbide, or Phillips might have as many as
fifty businesses in a hundred countries.
These corporations have evolved systems
of managerial communication and control
to cope with complexities iaherent in
managing such diversity.?3 Typically, MNCs
invest heavily in management development.
This results in the development of a large
pool of managers with international
business experience as well as sophrsucated'
managerial expertise. In contrast Indian
corporations have had little exposure to
managing international operations. Systems
of management, even for domestic opera-
tions, are §till evolving and tend to be
inadequate. Qur investments in manage-
ment development are also small. As such,
we have a long way to go before we can
match the managerial skills of MNCs.

Indian corporations, however, have one
distinct advantage. Most MNCs find it
rather difficult to attract therr own nationals
to work in technical and craft-oriented
jobs abroad. For example, there is a
shortage of design engineers in the

- some socialist countries are doing.

Pl
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chemical industry in the US. It is difficult,
for US-based MNCs, to attract engineers to
Saudi Arabia or Iran for long periods of
time. Second, the financial cost of building
plants by using expatriates is very high.
In both these areas—availability of
technical manpower and costs of project
management— Jndian corporations have a
decided edge over the MNCs.

SuprPORT SKILLS

Most MNCs have evolved substantial
“support skills” needed for international
operations. For example, MNCs- bave
acquired considerable legal skills in dev1smg
patent protection systems. {(Xerox and
Polaroid are reported to have at least 600
to 700 patents protecting their basic
processes.) Patent protection is an essential
ingredient for the economic exploitation of
induystrial know-how. Only a.few of our
farge industrial undertakings and research
laboratories have in-house patent/trade
mark expertise.

Expansion of MNC activities abroad is
typically followed by multinational banks
and shipping to support their operations.
India has not yet developed adequate legal
skills, financial institutional support, or

shipping capabilities to sustain its export
, drive. :

On the whole, Indian corporations are
at a disadvantage in regard to several

-

crucial dimensions. To be able to compele |

effectively, we have to build our strengths

vis-q-vis MNCs in each one of these areas. |

This is a costly and time-consuming

process. In the interim, it may be desirable

to selectively collaborate with MNCs as

I
\Socialist Countries and MINCs

Many East European countries face
impediments, like those described in the
previous section, in their export drive,
especially to western Europe and North
America. They have to deal with MNC
subsidiaries in western Europe as well as
with the exports of MNC subsidiaries in

- developing countries. Several developing

countries which seem to have abandoned
the protectionist “import substitution
model” for a relatively open “export-
intensive  industrialisation model” of
development have become compemors for
East European manufacturers in the
developed countries of the West.?t This
switch in the approach to industrialisation
is noticeable among the city-states (like
Hong Kong and Singapore) and Central
American countries. Due to these changes
in the pattern of trade—essentially the
competition posed by MNCs and their
subsidiaries—East European countries seem

to* be re-examining their position with

respect to MNCs. .
P ’ , - M-27
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The critical problem faced by these
countties isc“their limited access to the
hard-currency markets. This is chiefly the
result of the inability of most *socialist
industries to meet product quality require-
ments of the highly competitive world
markets”. 25 In addition to product quality,
design, packaging, and such other skills,
they also lack marketuy networks abroad.

- Therefore, there has been a growing desire
in socialist countries to develop joint
venture marketing organisatiens with
MNCs as well  as the more traditional
. manufactur, Jng—cum-marketmg joint

ventures. ﬁ*he established marketing net- -

works of "MINCs reduce the ;marketing
costs and risks of international imarketing
and provide stabxllty to socialist manu-
facturers who get into contractual agrce-
ments with therrg._,

An equally inferesting pattern of colla-
boration is emerging betwéen MNCs and
socialist  manufacturers.  Increasingly,
MNCs are approached by these countries
to “engage in the joint-manufacture and

_worldwide marketing of dual trade-mark
products representing both the multi~
national corporations and the socialist
economies. This aid is especially important

in those product categories, such as
"machinery, chemicals, and transportation

equipment, in which the East Europeans
want to establish long-term world. market

~shares but for which global competition

is continually increasing. Hungarian
economiic officials told one of the authors
that,'in many cases while choosing multi-
national corporations for joint projects,
-marketing - ability is the single most
important selectlon criterion”.2¢ (emphasis
added.) s

A number of collaboration agreements
have taken place recently between MNCs
and Fast European countries. Massey-

Ferguson, a Canada based MNC, signed

-in late 1972 a production-cum-marketing
agreement with the Romanian Mecano-
export for manufacture of Wheel-loaders.
Romania has non-exclusive marketing
rights for CMEA countries, exclusive
marketing rights for Romania, ‘and option

~ to market their products anywhere in the

world subject to prior consultation with
Massey-Ferguson.?” In 1973, Control Data
Corporation set up a 20-year joint venture
called Rom Control Data to produce
printers, card punchers, and other peri-
pherals. Gontrol Data will market 85
per cent of the output through its own
distribution system; the remaining 15
per cent will be marketed by Romaniansat
home and in third countries, both in the
east and the west.?s General Mofors is

completing negotiations with -Poland to-

.convert an autoplant at Lublin, south east
of Warsaw, to produce 50,000 lightweignt
vans per year.-The deal is worth $300
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million. General Motors will supply licenses
technology and equipment and the Poles
will operate the plant. General Motors will
take out a part of the production, as
payment, and sell it outside Poland.%®
Montedison of Italy is setting up six
chemical plants in the Soviet Union. Six
more are reported to be under negotiation.
A substantial portion of the output is
likely to be taken out of Soviet Union as
part payment.’® Western MNGCs like
International Harvester, Fiat, Volvo, MAN
and Duetz of Germany, Pepsi Cola, and
GE are negotiating deals with East
European countries. The pattern of these

collaboration agreements indicates that .

East European and Soviet* manufacturers
also find it difficult to adopt a do-it-yourself
approach to marketing in hard currency
areas. As a result, they are engaged.in
innovative collaborative agreements with
multinationals,

Some of the salient features of these

agreements are: '

. (1) Marketing joint ventures to promote
the sales of products manufactured
in East Europe under licence from
multinationals.

(2) Using dual-trade mark agreements

-with MNCs to gain entry into
competitive western markets.

(3) Part payment for foreign investment
made by MNCs in East Europe in
products manufactured in the host
countryi These products are ear-
marked for sale in western markets
by the investing multinationals.

(4) One-shot payment for technical
collaboratlon with MNCs for
technology transfer.

" These emerging patterns indicate that the

strengths of MNC:s in international market-
ing can be used to augment our-exports as
well. A critical and objective examination
of national interests and the role of MNCs
in furthering those interests is necessary.
We may hkave to shift our orientation
towards MNCs (as is done by the East
Europeans)—away from the view that saw:
an MNC as always an adversary towards
the view that the MNC can sometimes be
an ally. The selectvity in our approach
to MNCs must be based on our under-
standing of the MNCs concerned. We
should ~ask ourselves the - following
questions: Are all MNCs alike? Whom
should we confront and with whom should
we collaborate? What should the basis for
collaboration be? :

, m
Are Al MNCs Alike?

-If we consxder MNCs as managerial
systems rather fhan as mere economic and
legal entities, we,_can segment them into
groups - by using managerially relevant

(A

¢
criteria. The response of a specific MNC to
our export/technology/investment demands
may be predicted with a reasonable degree
of confidence if we understand it manageri-
ally. Some of the dimensions along which

such a managerially relevant classification

can be developed are outlined below:

MANAGERIAL ORGANISATION

Multinational corporations have adopted
a variety of organisational forms. The
pattern of evolution of organisational form
in an MNC seems to depend on the nature,
variety, and extent of its involvement in
international operations. For example,
changes in the importance of international
activities to the overall corporate sales and
profit of an MNC over a period of time
tend to influence the organisational form
the MNC adopts to manage its overseas
operations.’! Corporations start their inter-
national involvement by giving substantial
freedom to the subsidiaries. This stage of
development in the overseas operations
of an MNC may be Ilabelled 'the
“autonomous subsidiary” stage. As the
level of involvement in international
operations increases, corporations tend
to pool all overseas activities under one
group. They create an international division
at corporate headquarters to co-ordinate
the activities of the various subsidiaries.

"This may be considered the second stage in

the development of the management of
overseas activities. Even at this stage the
international operations of the corporations
are not totally integrated with their
domestic operations. When investments,
sales, and profit overseas as a percentage of
the total become critical to the survival
and profitability of the organisation,
MNCs try to integrate their world-wide
activities by using a variety of global
structures. This may be Ilabelled the
“global stage”. MNCs have adopted a
variety of global structures. Some of them
use a regional organisation. structure to
manage their world-wide network. In this
structure, world-wide operations are divided
into “regions” and all businesses in a region
report to a central regional office. Some
others operate with a world-wide product
division structure. In this form of organisa-
tion, product divisions control decisions
applicable to “specific businesses world-
wide from a central office, ‘uslally the
corporate headquarters. Still others operate
with mixed structures; ie, they operate
some of their businesses with world-wide
product division structure and some others
through the regional structure. A few of
them have developed a matrix structure;

_ thisrinvolves creative combinations of the

benefits of the product and regional
structures. In othér words, based on the
naturg of the businesses they are involved
in and the complexities-in théir respective
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bdsiness environments, MNCs have evolved
a wide variety of global orgamsat!onal
forms. ’

An organisational form consists-of the

formal organisation structure, the pattern -

of internal communication, control, and
rewards, and the orientation of - key
executives. The organisational form adopted
by an MNC influences the process of
decision making within it.32 For example,
there are few corporate controls over
overseas operations in the early stages of
the international operations of a multi-
national. In contrast, when and if it adopts
a world-wide product division structure,
substantial centralinfluence can be expected
over a variety of managerial decisions like
pricing, product mix, product movement
across subsidiaries and markets, and level
of technology. The influence of organisa~
tional form on the process of decision
making suggests that the response of an
MNC to innovative ideas for collaboration
from a developing country is, in a manner
of speaking, predictable. :

The propensity of MNCs to form joint
ventures is often related to the form of the
corporate organisation. As MNCs tend to
centralise decision making, on a world-wide
basis, stresses in joint venture relationship
igevitably develop.s® This phenomenon
indicates that compatibility of an MNC-
joint venture partner relationship is as
much a function of the overall corporate
organisational form of the MNC as any
other consideration. In dealing with MNCs,
it is important, therefore, to carefully
analyse their organisational form to assess
what aspects of demands would be accept-
able to them and what would not.

As a developing country India’s primary
interest should be in technology-intensive
MNCs; more in the GEs and Hitachis

among MNCs than in the Coco-Colas and’

General Foods. It is therefore important to
examine whether there is a pattern in the
organisational form adopted by the
technology-intensive multinationals. '

TECHNOLOGY INTENSITY

The level of technology that an MNC
represents*is a factor to consider. For
example, companies operating in mature
technologies like polyethylene. or basic
chemicals are more likely to be eager to
acsept joint venture or other forms of
collaboration than those operating with
advanced technologies like IBM, Texas
Instruments, or Hewlett Packard. The level
and ljfes cycle of technology are good
indicators of the ease with which mutually
advantageous collaborative agreement may
be negotiated.34

Closely related to the level of technology .

is the capital-intensity of technology. For
example, in chemicals, farm machinery,

' automobiles, and electrical machinery, the -

f

tendency of MNCs has been to centralise
major resource allocation’ decisions, This
pattern ensures corporate control over
location, scale of operations, and product
mix. The benefits of pooling resources and
creating an interdependent global system

are substantial in these industries. Capital -

intensity, and therefore the risk involved in
the project, may also influence MNC
behaviour.

INDUSTRY CONCENTRATION

Apart from technology intensity .and
capital intensity, industry concentration
also influences the behaviour of multi-
nationals. For example, the computer
industry is dominated by IBM; the power
industry by a few like GE, Westinghouse,
Hitachi, and Siemens. Consumer elec-
tronics industry, on the other hand, is
fragmented. Entry into industries that are
heavily concentrated is likely to be very
difficult and expensive. Entry into industries
like readymade garments, basic’ chemicals,
light engineering, and consumer durables is
less taxing. A major study of the behaviour
of MNC:s in oligopolistic markets suggests
that while oligopoly conditions make it
difficult for new entrants to gain a foot-
hold, developing ‘countries can gain
advantages if they “play one against
other”.2s The oil crisis had its genesis when
Libya successfully seduced Occidental
Petroleum to agree to its terms, and
created conditions that Jed to the loosemng
of the hold of the “seven sisters”.

PoriticaL Risk

The perception of MNC executives of the
degree of political risk involved in various
,countrles is yet another factor. This percep-
tion may or may not be based upon any
detailed analysis of facts, It often is based
on the feelings of key executives. If MNCs
perceive the political risk to be high, they
prefer to enter into collaboration agree-
ments for technology transfer and/or equity

participation.?®8 Most analysts of MNC .

behaviour do not consider the importance
of creating the right climate and educating
prospective MNC executives.

ENTRY VERSUS Post-ENTRY BEHAVIOUR

A substantial part of the problem for
an MNC in accepting Indian corporation
arises in the “pre-entry stage”, when the
MNC docs not have adequate experience
of working ‘with and operating within India
as a base. Once the MNCs enter into a
collaboration agreement with an Indian
corporatioff and learn how to operate in
this environmenlt, they are much more
amenable to the restrictions imposed on
them. Hence, it might be desirable to eater
into collaboration and then monitor them
closely rather than impose restrictions even
before they consider collaboration possibili-
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ties. The relative powef of the State and ana
MNC changes as the MNC’s mvolve,ment
in the host country increases.s?

v

Opportunities for Collaboration
with MNCs

A variety of opportunities exists for
meaningful collaboration between Indian
corporations and multinationals. Attempts
at collaboration, however, must be based
on a detailed analysis of -the relative

. strengths and weaknesses of MNCs and

Indian corporations as well as managerial
understanding of the behaviour of specific
multinationals.. This suggests that our
strategies must be industry and MNC
specific. It is not in our interest to develop
a regulatory framework which is general
and which does not provide flexibility to
exploit opportunities for useful collabora-.
tion. What are these opportunities? A few
areas are outlined below.
DEeVELOPING EXPORT PLATFORMS

We need to identify MNCs which are
pursuing rationalisation of production
activitics and seeking low-cost production: *
platforms because we can attract these
MNCs to come and set up world scale
production centres for manufacture of
components and finished products. Man)'
Latin American countries, Taiwan, Korea,
and Singapore have used this device. We
are ideally placed to attract these invest-
ments as we can provide low-cost: but
highly trained labour and suitable infra-
structure facilities. However, we have to
accept the freedom of MNCs to trade—
to move resources across countries at prices
determined by the corporate headquarters.
If this freedom is denied to an MNC then
the rationale for its setting up an inter-
national production centre is lost. The
advantage of attracting MNCs to establish

-in India international production centres

or world scale plants using the most up-to-
date technology is the substantial amount
of value-added generated within the
country. This strategy ensures that techno-
logy is transferred to India rather cheaply
"in that we not only attract a level of foreign
investment in the country, but also
introduce advanced technologies and skills
in large scale management. Such invest-
ments by MNCs also lead to the develop-
ment of a pool of local vendors and sub~
contractors. This enhances the sophistica-
tion of our infrastructure facilities. MNC
exports from their export platforms in
India contribute to our foreign exchange.
A recent study showed that it was the”
export-griented MNC investments that
created a' favourable trade balance for the
LDCs. Of the 80 MNC investments
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‘ researched, 21 were éxport-oriented. India-

was,_the base of 13 investments but none
was export-vriented. The study underscored
the need for a selective strategy based on an
understanding of corporate investment
behaviour.ss

SUB-CONTRACTING

Indian corporations can become sub-
contractors for a subgtantial number of the
projects in which MNCs are involved in
Third World countrles. Our skills in the
area of civil-engineering and construction,

~ Or process :ggéign for chemical plants using
mature technologies, can be exploited in
Third Wﬁrld countries in collaboration with
multinatienals. For the MNCs, .we represent

a relatively low-cost design -and project

management stalent; for us, these sub-
contracts witlj":MNCs represent an entry
into important.markets of the world. While
a few attempts-have been made to develop
_ joint projects with East European partners
in Third World countries, there have been
no attempts to sub-contract work with
multinationals. .
‘Further, the possibility of exporting

machine tools as a sub-contractor to MNC,

projects in the Third World should also be
explored. - For example, several MNCs
investing in developing countries to produce

on a small scale have to develop ““appro-:

priate technologies”. Several studies have
shown that the corporate groups of most
MNCs are ill-suited to develop appropriate
technologies. Even if they did, they\would
find it hard to identify vendors who could
supply them plant and machinery appro-
‘priate for that technology. Indian industry
can, by carefully following the investment
plans of MNCs in Third World countries,
identify those MNCs which are likely to
need this help. © . -

N .
JoINT VENTURE RELATIONSHIPS
Joint ventures provide a basis for
innovative collaborations. Typically, we

have looked at joint ventures as a basis for -

manufacturing products for domestic con-
sumption and as a mechanism for reducing
the percentage of equity held by an MNC
in India. Recently, we have dttempted to
explore the possibility of-tving a certain
level of export commitment with joint
ventures. We should explore the feasibility
of marketing joint ventures with multi-
nationals. Such a joint venture has several
advantages. It enables Indian industry to

get access to the hard currency markets.

It reduces the costs of entry into such

markets as well as the risks associated with’

it. A marketing joint venture enhances our
marketing -skills in product design,
packaging, branding, adverfising, and

promotion. A marketing joint venture can ’

develop into a channel (like our export
houses) for the? export of a “variety®of
e 5 i
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products produced by Indian industry as

well as by Third World countries.
Closely related to marketing joint

_ventures is the potential for manufacturing

joint ventures under licehce from MNCs
but with provision for duval trade-marks.
This would provide exposure to our
products in international markets.

A third possibility is the development of
project consortia where Indian industry
can, in collaboration- with MNCs,
undertake .projects -in Third World
countries. A sensitive matching of our skills

" and cost advantages in project management

with the specific needs of -MNCs is a
prerequisite for developing this avenue.

The above listing is indicative of the
types of collaborations with MNCs that
are feasible. There are still many more
types. What needs .to be emphasised in
these collaborative relationships is not the
actual form which such relationships take
but the belief and orientation that generates
them. We have to be convinced that such
relationships can benefit us and that we
can manage these relationships without
being unduly pressurised by the col-
laborating MNCs: that we have something
to offer them as well as standing to gain
from them. -

’

\'%
h Conclusion

‘In developing ovr export strategy we

should recognise the following factors:

(1) Multinationals dominate world
trade, especially trade in non-
traditional manufactured products
as well as exports to affluent and
advanced countries. ‘

(2) Multinationals possess “significant

. strengths as compared with Indian
industry and an objective analysis of
the relative strengths of the two must
precede the development of our

. export strategy.

3y Many socialist countries, recognising
the dominant role of MNCs 'in
world trade and especially in trade
with hard currency -areas, have
started collaborating with multi-
nationals. They have forged several
collaborations - with MNCs in the
form of joint ventures in marketing,

. manufacturing, and licensing.

) To develop a suitable national export
strategy, we have to identify oppor-
tunities in world markets. This can
be.accomplished through a study of
the world-wide industry structure
and the identification of market.
niches for development. We have
to study the behaviour of MNCs in
cach of these industries to select a
suitab}e national posture in the

.

ps . C

‘collaboration-confrontation con?i-
nnum’. ‘ N
(5) Our strategy towards MMCs must be
" selective, It should be industry and
MNC specific. -~ -
It is abundantly clear that while we can
avoid MNCs at home, we will inevitably
meet them abroad. It is also clear that we
cannot wish away the dominant role of
MNC:s in world trade. To cope with these
realities we should, without delay, initiate
the following steps.

(1) Develop an inter-ministerial cell, '

co-ordinated by the commerce
ministry, of competent industry
analysts. This cell should analyse
trends in selected industries world-
wide for the next 10 years; and

- identify opportunities and market -

niches for exploitation by Indian
industry. This cell should also

‘recommend, on the basis of industry

studies, the size of plants to be built

~in India. So far, licensing has not
taken into account, explicitly, the
scale of operations or the technology
needed for our industry to be cost-
effective in world markets. This cell
should also develop a data bank on
the behaviour of key MNCs in each
one of these industries, in terms of
their organisation, growth pattern,
technological and marketing
strengths, relationships with host
governments, desire and ability to
work with partners, etc. This data
bank will indicate the MNCs with
which we should deal, on what
terms, and why.

"(2) Create - an “intelligence unit” to
monitor the investment proposals
of MNCs in' the Third World
countries. This data would provide
the basis for exploring opportunities
for sub-contracting, project manage-
ment, and sale of plant and
machinery. The same unit should
also monitor the investment beha-
viour of multinationals in industries
that form the backbone of our export
strategy to ensure that we are not
caught unawares. For example,
MNC investmentsin tea plantations
in Kenya may affect Indian exports

- ofteainthelongrun.

(3) In its deliberations, the inter~
ministerial cell should work in close
collaboration with trade associations
and factors. For example, idle
capacity in the automobile arxillary

, . industry is our strength as far as

" exports are concerned.

¢) Create a climate of mutual trust
between Indian industry and
government through a process of

¢ consultation. Similarly, we should -
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change our orientation toward
multinationals. The question is not:
“Are MNCs our allies or ad-
versaries? The fact is: They are’

allies and adversaries; it depends on

the specifics of a situation,
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K C P proposes to expand capacity of its
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pragramme . estimated . to cost Rs 3.77
crores. During the year to June 1976, the
factory crushed cane for 144 days and
produced 67,996 tdnnes of sugar at an
average recovery of 10.24 per cent. Mean-

while, wotking results for the current

season have been adversely affected by the
cyclone in AP whigh hit the sugarcane crop
in the factery zone. The company is also
taking steps to modérnise and rehabilitate
the .cement factory at Macherla, at an
estimated cost of Rs 2.96 crores. The
project is proposed to be financed with a
soft loan from IDBL With'the implementa-

tion of the project, thg capacity of the

v

cement factory will increase from 2,54,000
tonnes to 3,30,000 tonnes per annum.
During 1975-76, the factory manufactured
1,91,328 tonnges of cement against 1,73,623
tonnes in the previous year. Production
would have been still higher but for the
power cut till August. Moreover, the 11 KV
motor was damaged and could not be

" repaired. Owing to non-avaifability of a

suitable indigenous motor, a motor of
3.3 KV has been installed, which resuited
in reduced production. The company has
since obtained a licence for the import of an
11 KV motor. The company’s total sales
were a shade highet than last year's, but
its gross profit declined noticeably. Even so,
the unchanged 14 per cent distribution was
wall covered by earnings.
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alienated” (p 25, Delta odition). “
condition of antinomy arises between

‘= the human traits and propensities

25
26

27

- which society permits to become

real and actual, and potentialities

which are neglécted, suppressed and-

repressed... This situation is the
- social root of alienation” (p-32).
Schumacher (1973), p 184 (paper-
back edition).

“The use-value of a commodity
- depends -on the totality of its
physical qualiffes, which determine
its utility. Thelexistence of this use-
value is an mdlspensable condition
for the.appearance of an exchange
value; “*nobody will accept in
exchange® for his own product a
comynodity which has no umlty, no
usedvalue, for any one.”” Mandel
(1968): p 64. In this .sense, even
narcotics have use—values

Itlich (1973), p “Industrialism
is like an.addlcnve drug, more you
take more you need it.”

28 The real: superority ‘is introduced

.29

through ‘the use of force and
exploitation. The industrialisation
mode permits the exploitation by
the “city of the village.

“Self-deprecation is another charac-

teristic of the opptessed, which.

denws from their internalisation of
the ojinion the oppressor holds of
them.{. They [peasants] call them-
selves(: ignorant and say . the
pl'Off’sSOr is the ‘one . who has

"\*e""" ~‘wledge and to whom they should

30

listen.” Freire (1970) p 49.
“The educational. and scientific

" estate, like the financial community

before it, acquires prestige-from the

productlve agent that it supplies.”.

Cdlbraith (1965), p 292, Signet
Book edition.

A=t may be argued that people will
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learn even undesirable skills if the
payments are high. The argument
seems reasonable a priori but is not
supported by facts and history.
‘Evidentally there are a large number
of undesirable skills that pay high
and these have never attracted large
numbers.

The Amishes in USA provide a very
interesting - example. They have
maintained their 19th century pro-
duction modes; in many ways these
forms are more advanced than in the
surrounding larger USA, eg, solar
and wind power. They have only
a one-room school and formal educa-
tion stops virtually in .the early
teens. Yet they have mtroduced new
techniques consistent with their com-
munity life style. In many quarters
it is being argued that they are,

perhaps, the society of the future

Freire (1970), p 123.

Tllich (1970}, nghtly points out that
certification can be, and is, separated
from the content of education, what-
ever education is.

Some may argue that mass media is
basically for entertainment and not
for education. Such a view of educa-
tion is rather limited. There is
nothing in education that, says it
must be non-entertaining or painful.
This leads to the question of
preferences. There is an interesting
debate about wlat are preferences.
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Suffice it to state that many people
who show a_particular preference
may also wish they were in a
different state in which they will not
show this preference. :
Interestingly, alcohol, which is
another escape, also influences the
dream or subconscious of a person.
However, alcohol is addictive and
spoils the liver as well. Compared to
alcoholic, cinema is a relatively
safer escape. ‘
“The look that the native turns on
the settler’s town is a look of lust,
a look of envy; it expresses his
dreams of possession—all manners
of possession: to sit at the settler’s
table, to sleep in the settler’s bed,
with his wife if possible.,” Fanon
(1966), p 32. ;

“But almost always, during the
initial stage of the struggle, the
oppressed, instead of striving for
liberation, tend themselves to
become oppressors, or ‘sub-oppres-
sors”.” Freire (1970), pp 29-30.

References

Amin, Samir (1974), “Accumula-
tion on a World Scale”, 2 volumes,
Mogthly Review Press, "New York,
197

Bardhan, Pranab, K (1973), “On
the Incidence of Poverty in Rural
India of the Sixties”, Economic and
Political Weekly, Annual Number
1973, pp 245-254.

Bhargava, Ashok (1975), “A
Critical Look at India’s Develop-
ment Strategy”, Paper presented at
the Ist Conference of the Associa-
tion for Indian Economic Studxes,
Albany, 1975.

-Dandekar, V M, and Rath, N,
(1971), “Poverty in India”, Indian
School of Political Economy, 1971.
Desai, Suresh A, (1975), “Whither
India? A Gandhian_-Alternative”.
Paper presented at the 1975 Annual
Meetings of American Association
for Asian Studies, San Francisco.
Diwan, Romesh (1971), “Planning
for the Poor”, Economic and
Political Weekly, August 21, 1971,
pp 1809-1814,

—{ 1975) “Small Is Beautiful in
India?’, Paper presented at the Ist
.Conference of Indian Economics
Studies Association, Albany, August
29.30, 1975,

Fanon, Frantz (1966}, “The
Wretched of the Earth”, Grove
Press, New York, 1966.

Freire, Paulo (1970), “Pedagogy of
the Oppr&ssed” The Seabury Press,
. New York, 1970.

—(1965). “The New Industrial
State”, Houghton Mlﬂim Company,
Boston, 1965.

Gandhi, M K, (1957), “Economic
and Industrial Life and Relations”,
Vol II, Navjivan Pubhshers House, .

Ahmedabad, 1957.

—(1952), “Rebuilding Our Village”,
Navpvan Publishers House,
Ahmedabad, 1952.

Genovese, Eugene D, (1965), “The
Political. Economy of Slavery”,
Random House, New York, 1965,
—(1973), gthmstry of Labour and
_Rehabilitation, Report of the

Committee on Unemployment, 19%3.

[15] Haq, Mahbub ul, (1971}, ‘Employ-

" ment in the 19’70s A New Perspec-
tive’, International Development
Review, 1971, pp 9-13.

[16] —(1972), “The Crisis in Develop-
ment Strategies”, Paper Presented
to the International Development
Conference, Washington, DC, 1972.

[17] Illich, Ivan, (1969), “Celebration of

: llkgvg;reness” , Doubleday, New York

[18) Illich, Ivan, (1970), “DeSchooling
Society”, Harper and' Row, New
York, 1970.

{19] Mandel, Ernest, (1968), “Marxist
Economic Theory”, 2 volumes,
%gnthly Review: Press, New York,

8.

[20} Minhas, B S, (1974), “Planning
and the Poor”, 8 Chand and Co,
New Delhi, 1974,

[21]. Raj Krishna, (1973), ‘Unemploy-
ment in ]ndla, Economic and
Political Weekly, March 3, 1973.

[22] Reddv. A K N, (1975), ‘Alterna-
tive Technology ‘A Viewpoint from
India’, Social Studies of Science:
1975, pp 331-342.

[23] Sauw, Ranjit K, (1973), “Indian
Economic Growth: Constraints and
Prospects”, Orient Longman, New
Delhi, 1573,

wwi®

-124] San, Ranpt (1974), ‘Some Aspects-

of Inter Sectoral Resource Flow’,
Economic and Political Weekly,
Annual Number 1974, pp 1277-1284.
[25] Schumacher, E F, (1973) “Smalt
is Beautiful: Economics As If
People Mattered”, Harper and Row
Publishers, New York 1973.
[26]1 Seers, Dudley (1969), ‘The Mean-
" ing of Development’, International
Development Rewew, 1969, pp 2-6.
[27} —(1976), “Economic Develop—
ment: Objectives and Obstacles”,
Paper presented at the Research
Conference on the Lesson’s of
China’s Development Experience
p for the Developing Countries,
Jan  31-Feb 2, 1976, San
‘Juan, Puerto Rico.
[28]. Weisskopf, Walter A, (1973),
. “Alienation and Economics”, E F -
Dutton and Co, New York, 1973.

Ferro Alloys Corporation

FERRO ALLOYS CORPORATION has
planned substantial expansion ‘of capacity
at an estimated cost of Rs 10.5 crores :nd« e
expects to implement it in about three years

after receipt of the industrial licence. The
management’s intention is to finance the
project from internal resources. Meanwhile,

the company is faring well in the current .
year. During the first 11 months (January :

to November) its production of dll leinds of

ferro alloys was 59,715 tonnes against
34,727 tonnes during the same period last

year and total sales were Rs 18.03 crores
agalnst Rs 13.34 crores. Bcsxdes, the -~

company has on hand orders for the supply

of 12,104 tonnes of+ferro alloys and 17,350
- onnes of chrome ore.
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CAUTION NOTICI=

TRADE AND MERCHANDISE MARKS ACT 1958

Notfce is hereby given to all concerned that the following
_Trade Marks are registered in favour of our Company, viz.
-“M/s. Atul Products Ltd., P.O. Atul, Dist: Valsad, Gujarat State,
“under the Trade & Merchandise Marks Act, 1958, in the follo-
“wing style and manner:

-y

. Trade Mark Regd. No. Class In respect of
212207 Chemical Products
8.11.62 1 used in Industry

212208 Dyes (not for toilet
8.11.62 2 or laundry purpose)
212208 Pharmacevs
8.11.62 5 preparati

225883 Che Products
1.12.64 1 used W Industry
225684 Dyes (not for toilet
1.12.64 2 or laundry purpose)

A T U L® 225685 Pharmaceutical
1.12.64 5 preparations
T IJTIlrIr Ittt ifrrri i1t 3 1|

It is now notified, as a reminder to all persons, firms, companies and
trading houses, that those who try to use any Trade Mark identical with
and/or deceptively similar to the above mentioned Trade Marks, in any
manner, amouniing to use of these Trade Marks, will be dealt with
according tc Low. It is also hereby notified to all concerned that it
is an infringement of the Trade Marks mentioned above if they continue
1o use the said Trade Marks in any manner, formor description of their

[+
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goods..

Through me

J. T. Trivedi oW .
Patents & Trade Mark Attorney, ] (S. K. Lalbhal)
Arab Manzil, Tilak Road, Near Jakaria Masjid, Ahmedabad-380 001, . Managing Director

ADROIT-945 .




