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Price Rupees Two GiveN A FEw weeks more it will be the Year of the Snake in large parts of Asia.
Independently of this calendar our own country has been engaged in its own game of
dina Articl snakes and ladders. The gains on the economic front have been impressive and have
Leading Articles been deservedly well publicized. Rather less attention has been directed towards the
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weak spots in the economy, but lately they have been successfully claiming considera-
4 tion. Prices, particularly commodity prices, have tended to _rise and are focussing
§ attention on the need for the government being on guard against a._re\{iy‘al'of inflation-
ary pressures. The cost of living is still very high for the common-run of households
and it is becoming disturbingly obvious that large grain reserves or even stable food
prices are not enough in themselves to relieve the urban middle class of this burden.
The issue of sufficient employment opportunities for the young of this class, secking
to earn its living, is becoming more and more pressing and is already enormously rele-
10 vant to the social stability of urban communities. ©

The vulnerable sections of our population, the poor and the deprived in our midst,

have had promises made to them and have been encouraged to believe that their needs

12 have been recognized and will hereafter be met. The government and the administra-

tion have been taken to them closer than ever before and this has stimulated all kinds

18 of hopes and expectations in the hearts and minds of those millions of our people

whom it will be cruel to disappoint and unwise too. It is important that they should

be made to realise without delay that improvement in their conditions of living will

have to be earned primarily through their own effort, with government policy of course

helping to create the contextand the circumstances conducive to the success of that
effort.

19

2 In the industrial sector there is a tranquillity which cannot be too greatly treasured.
Tiresome controversies about the dominance of the public sector or the role
of the private sector have been stilled. Divisive political forces which have been
trading on this confrontation find themselves helpless and without a hearing.
Simultaneously and to some extent correspondingly animosities and antagonisms
in employer-employee relations have eased and there is a new awarenes of the
common interest of management and workersin the progress of production and
productivity. There is, however, a shared anxiety about the tempo of industrial growth
and a worrying uncertainty about the community’s purchasing power and consumption
keeping pace with what is being produced or can be. Difficulties of individual industries
apart, there is a definite lack of dynamism in investment activity which cannot be
reconciled with this nation’s stake in rapid industrial expansion.

-3 The first weeks of the new year, therefore, need to be a period of urgent searching

for policies which, while consolidating the gains of the past, will venture boldly in the
direction of faster economic growth. For only if this growth is fast enough and large
enough will there be hope of that expansion of employment which the urban middle
class or the poor everywhere so greatly need for their good. Only then, again, the
industrial peace that we now see can acquire true meaning as a positive, cooperative
relationship between managements and workers on the one hand and between industry
and the community on the other. The next central budget will naturally be expected
to strike a blow inthe good cause, but a welcome development in the government’s
management of the economy in recent times has been the continuous flow of day-to-
day policy decisions or administrative acts designed to minister regularly and steadily
to the wants of the economy. This practice should be kept up because even in the
pre-budget weeks much could be done to impart greater stability to the economy and
ss strengthen the community’s faith in continued progress.

2-U



Bank credit and food stocks

THE RECENT discussions on credit and
monetary policies adopted by the Reserve
Bank in the past year have given rise to
confused thinking in money market cir-
cles and many are at a loss to know what
exactly is the import of the observations
of government spokesmen when borrowers
are experiencing great difficulty in getting
their requirements and there is a veritable
squeeze on credit. The interpretations of
the trends in money supply and bank
credit are so widely different that even
experienced observers feel puzzled and
wonder how there can be an alarmist
view when there are definite indications
to suggest that the expansion of food
credit has been on account of bulging
buffer stocks and increasing inventories
of finished goods as a result of rising
industrial production with no corres-
ponding increase in offtake. There has of
course been value inflation in some direc-
tions due to small adjustments in selling
prices for some manufactured goods and a
big rise in the cost of raw cotton and
some imports.

objectives achieved

It should be said however that the
monetary authorities have largely succeed-
ed in their objectives in the sense that
their directives to the scheduled com-
mercial banks had been very nearly obser-
ved by the middie of December. But the
question arises whether the tightening of
the screw has had the desired results and
the upward rise in wholesale prices in
some directions has been arrested. With
bankers following the policy of quarterly
budgeting and strict supervision of the
operations of big accounts, there should
not be any difficulty in finding out how
the expansion of credit has been taking
place and whether fresh advances have
been mis-applied and speculative activity
encouraged. It is true that between March
26, 1976 and December 10, 1976 advances
of scheduled commercial banks had

=increased by as much as RS 1553 crores
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as compared to Rs 853 crores in the same
period in 1975. A good portion of the
extra credit has been on account of buffer
stock operations as procurement advances
alone have risen by Rs 599 crores against
only Rs 262 crores previously. But non-
food credit also has increased by Rs 955
crores as compared to Rs 590 crores. If
there could be any complaint at all about
liberal lending it could be only in respect
of Rs 365 crores, assuming of course
that there would be a normal growth
under this head with a rising trend in pro-
duction.

The expansion of food credit was in-
r e e e N
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evitable as procurement operations were
carried out on an unprecedented scale
until recently and imports against earlier
commercial purchases of foodgrains in
foreign countries added also to buffer
stocks. The situation became so unmana-
geable at one stage that there were con-
tradictory observations about the desis-
ability of continuing to build up buffer
stocks. Some were of the view that an in-
crease in buffer stocks even to 22 million
tonnes was inevitable and export could not
be permitted when millions were starving
within the country and it was not also
clear what was exactly the optimum level
of base buffer stocks.

It must be stated however that those
in charge of buffer stock operations got
worried about the satisfactory maintenance
of large stocks and the servicing of loan
obligations when food credit continued
toremain around Rs 2,000 crores. It has
latterly been decided that there should be
no net large increase in food credit and

4

efforts should be made to recycle funds

by increasing the offtake through the
public distribution system. This kind of
approach will certainly prevent a net
increase in money Supply on account of
injection of food procurement credit as
there will also be a suction of funds from
the public through sales by fair price
shops. While theoretically an increase in
money supply can be avoided with no net
rise in buffer stocks, it should not be
overlooked that cash paid against pro-
curement purchases reaches different
pockets while cash received through sales
is taken out of other pockets and there
may be different types of consumer spend-
ing by those in receipt of funds against
sale of produce.

buffer stock finance

It cannot be contemplated at this stage
that the funds required for maintaining
buffer stocks should be provided entirely
by the banking system as this process can
be completed only over a period. 1t has
also to be examined whether it will be
desirable to pay interest at 12 per cent for
securing procurement credit and incur
subsides for obviating an undue rise in
the cost of servicing buffer stocks by the
Food Corporation of India, This cost is
bound to be heavy as against outstanding
food credit of Rs 211558 crores on
December 10, 1976, refinance provided by
the Reserve Bank accounted for only
Rs 631.20 crores on the same date. [t can
be expected that this borrowing from the
Reserve Bank will be completely repaid in
the next 12 months if no further expansion
takes place -in the coming months on a
sizable scale. But this situation can arise
only if there is complete liberalisation
of restrictions on movement of foodgrains
or there is a drop in output. The second
development is not desirable ag the
momentum gained in 1975-76 will be lost
if a big drop in output takes place sub-
sequently due to distress selling in surplus

areas or inadequate procurement buying,

It appears however that the performance
of 1975-76 may not be repeated in 1976-717
though it will be necessary to add to
buffer stocks, even if aggregate produc-
tion turns out to be 112 t0 114 million
tonnes. The expectations of preventing a
big increase in food credit with a recyc-
ling of funds already locked up in buffer
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stocks may not materialise as it may be-
come imperative to add to stocks by three
to four million tonnes.

The conundrums relating to food pro-
curement and maintenance of buffer
stocks have therefore to be properly
solved and some clear-cut policies have to
be devised for financing procurement oper-
ations on a much cheaper basis than has
been attempted so far. It may be argued
that the impact on money supply may be

" different if completely owned funds are
used for financing procurement purchases.
But as stated earlier it should not be over-
looked that even if bank funds or bud-
getary resources are utilised, the injection
of purchasing power into sections of com-
munity which have unsatisfied needs will
have different connotation than if bank
credit was diverted to other directions.

non-food credit

It is here that there has to be a proper
understanding of the big increase in the
non-food credit in the first 114 months of
1976. It is quite probable that the in-
crease in credit was on account of an
increase in stocks of steel, heavy chemi-

-cals, cement and other items and also due
to expanding activities of the public sector
undertakings. In that event the build-
up of inventories cannot have aninfla-
tionary consequence. On the contrary they
are symptoms of persistence of recession-
ary trends in some directions and it
should not be overlooked that a more
difficult situation would have arisen if a
spurt in exports had not absorbed a good
part of the increase in the output of some
industries.

It has also to be remembered that the
Reserve Bank has not been called upon
to extend large assistance to member banks
for meeting the needs of industry and
trade. In fact, a good proportion of the
yamount borrowed fromthe Reserve Bank is
on account of refinance against procurement
credit—Rs 631.20 crores out of aggregate
borrowing of Rs 847.87 crores—on
December 10.

The banking system has managed
to meet the needs of its constituents to
a large extent even after complying
with the directives of the Reserve Bank
fairly satisfactorily only because there was
a big rise in deposits by Rs 2688.83 crores
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during the period under reference against
only Rs 1602.33 crores in the corres-
ponding period in 1975. There has only
been a small increase in borrowing from
the Reserve Bank by Rs 49.44 crores while
cash balances have risen to the extent of
Rs 397.43 crores against only Rs 88.19
crores and investments Rs 586.37 crores
against Rs 276.16 crores. The reduction
in refinance for food credit, the immobi-
lization of cash balances with an increase
in the reserve ratio by two per cent and
the need to observe a high statutory
liquidity ratio of 33 per cent had put
banks in a straitjacket at the end of 1976.

The promised mid-season review in the
next few weeks may lead to a better
understanding of outstanding issues. But
it is well to remember that the increase in
prices in some directions is due to shor-
tages of edible oils and raw cotton and
the unhelpful policies of some state
governments in the marketing of these

crops outside their regions. The inflow of
remittances also cannot have had a dele-
terious effect as those receiving them have
not added to inflationary pressures in the
manner  expected. The build-up of
residual balances with banks has of course
been used for expanding credit mainly
for productive purposes.

The answer to this type of inflation now
being experienced lies in large enough
imports of commodities in short supply -
and the adoption of selective credit '
controls and not a blanket ceiling on all
credits. There should also be a lowering of
interest charges on advances even without
a reduction in deposit rates. It will be
interesting to know how government and
the Reserve Bank act in this new situation
as even experts in their ranks are not
quite convinced of the efficacy or desir-
ability of their actions and the need for
flexibility in approach has been recog-
nised.

Borrowing

made easy

THE CENTRAL government took an unex-
pected decision to raise additional
resources for Rs 110 crores through the
issue of two new loans just before the
close of 1976 mainly to relieve the scar-
city of gilt-edged securities even though
its ways and means position was quite
comfortable. As the collections against
advance tax dues were quite considerable,
it was even possible to cancel ad hoc
securities to some extent and also main-
tain large cash balances with the Reserve
Bank. In view of the difficulties experi-
enced by the scheduled commercial banks
in adhering to the higher cash reserve
ratio and reducing the outstanding
amount against refinance of procurement
credit, on the basis of the new formula,
it had been hoped that new loans would
not be issued earlier than January-
February.

The monetary authorities however
have been insisting on cash balances being
maintained at the desired levels by mem-
ber banks and the statutory liquidity
ratio also could not be diluted. In actual
practice of course it has been found

S

difficult to comply fully with the new
directives as there was a big drop in cash
balances of the scheduled commercial
banks with the Reserve Bank during the
week ended December 17 even with a
sharp increase in borrowings from the
latter. It would require a big effort to
make adjustments on all sides even by
investing sizably in new loans. How the
individual banks had complied with the
statutory obligations and also observed
new directives at the end of 1976 will be
known only from the balance sheets for
that year?

There was, however, an anomalous
situation in the money market in the
latter half of December as banks had to
invest fairly large amounts in government
and approved securities even in the face
of an unsatisfied demand for funds from
their constituents. This was because fresh
deposits had been mainly used in earlier
weeks for augmenting cash balances and
meeting the seasonal increase in credit.
There was also a desire to avoid fresh
borrowing from the central banking
institution. The advances from thjs
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source were even reduced for a time

- though, as stated earlier, it became
necessary to borrow heavily during the
week ended December 17 in order to
complete advance tax payments.

The lists for two new loans having a
notified amount of Rs 110 crores were

easily oversubscribed as the Life
Insurance Corporation and provident
funds had investible funds and the

scheduled commercial banks too had to
take up fairly large parcels of these loans
for avoiding a noticeable decline in the
statutory liquidity ratio. The central
government could thus borrow with ease
in the third tranche and the terms were
even more favourable from its point of
view. The medium long dated 1993 loan
carrying interest at six per cent is being
issued for the third time. The first floata-
tion was in July 1975 when the issue price
was fixed at Rs 98.50. In October this
year the same loan had an issue price of
Rs 99.25 when it was reissued. The long
dated 6 1/2 per cent 2003 loan was offered
for public subscription for the first time
in July last year. In the same month in
1976 however the 6 1/2 per cent loan had

~ a maturity date in 2000 with the issue

price at par. In October, the duration
was increased to 26 years with no change
in the interest rate or the issue price. It
was only in December that the 6 1/2 per
cent 2003 loan was reissued for the second
time. In view of the higher current and
redemption yields, there has been greater

response from institutional investors for
this loan.

target exceeded

The mobilisation of Rs 110 crores in
the third phase has enabled the central
government to exceed substantially the
target for net borrowing through open
market loans in 1976-77. The budget
estimates provide for gross borrowing
of Rs 810 crores and net borrowing of
Rs 535.06 crores after redeeming two
maturing loans for Rs 274.94 crores. The
conversion of 4 1/4 per cent 1976 loan
was successfully completed in July 1976
and the unconverted portion was repaid
duly on the redemption date. The 2 3/4
per cent 1976 loan outstanding to the
extent of only Rs 14.78 crores was repaid
fully in cash on September 16, 1976. In
the first phase the gross subscriptions in
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respect of three loans amounted to
Rs 523.79 crores, the net amount raised
was Rs 263.63 crores, and after funding
the maturing 4% per cent loan. In the
second phase cash subscriptions were
Rs 303.68 crores in respect of two loans
and the net amount raised could be said to
beRs 288.90 crores, as the 23 per cent loan
had been repaid earlier on September 16,
1976. In the third tranche the amount
mobilised was Rs 110 crores. Aggregate
gross borrowing has thus exceeded com-
fortably the budget estimate by Rs 127.47
crores and the net borrowing by the same
amount to Rs 662.53 crores. This com-
pares very favourably with the perfor-
mance of 1975-76 when the net amount
raised was Rs 453.42 crores. Indeed the
receipts through open market loans in
1976-77 may be said to constitute an all-
time record.

the strategy

The question is what should be the
strategy for this purpose. The central
exchequer is not in need of additional
funds for Plan purposes as tax collections
through indirect and direct taxes have been
extremely satisfactory. On the basis of the
revenues for the first seven months the
budget estimate might be easily exceeded
by Rs 500 crores on revenue account while
even on present reckoning capital receipts
may be higher by Rs 300 crores, in all by
Rs 800 crores on both accounts. The
supplementary demands presented to
Parliament so far do not call for a net
increase in Plan and non-Plan expenditure
of more than Rs 133 crores. It is quite
likely that fresh supplementary demands
may be made during the budget session in

February. Even so, the ‘over-run’ in Plan

and non-Plan expenditure may not be more
than Rs 400 crores particularly as it is
probable that Plan outlay may not exceed
the target. There is therefore the happy
prospect of the budget estimate of Rs 327
crores relating to the overall deficit not
materialising,

It can, however, be safely said that the
Finance ministry is in a highly comfortable
position and an attempt may be made in
the closing weeks to effect even advance
payments to state governments, if in parti-
cular directions it was found that the pace of
Plan implementation had been held up due
to inadequacy of resources at state levels,

The Reserve Bank will nevertheless feel

6

compelled to raise additional loans as the
scheduled commercial banks alone may
have to invest about Rs 250 crores before
the end of March in government and
approved securities with fresh additions to
deposits of Rs 750 crores in three months.
If an extremely conservative policy is
adopted a big funding of ad hoc securities
may be attempted. These operations usually
take place in February/March every year,
On the last occasion, in January 1976,
ad hoc securities for only Rs 100 croreg(
were converted into terminable loans,
There may be funding of larger amount

of Rs 200 crores in February 1977 as the .

holdings of Reserve Bank have got consi-
derably depleted through net open market
sales. It may also be possible to effect
reissues for securing cash subscriptions to
the extent of Rs 100 crores. In that event
the central government will be benefited
by the fourth tranche of borrowing and
there will be no dearth of resources,

In view of the vastly expanded capacity
of the gilt edged market and the likelihood
of fresh additions to deposits of commer-
cial banks being of the order of Rs 3600
crores in 1977, these banks alone can invest
freshly Rs 1200 crores in government and
approved securities. Even if the share ofy
the centre is taken at Rs 750 crores, net
borrowing can be easily Rs 900 crores or
even Rs 1000 crores, taking into account
also the share of investible resources of

Life Insurance Corporation and provident
funds.

increased Plan outlay

There will of course be need for
additional funds as Plan outlay is proposed
to be raised to Rs 9500 crores or Rs 1600
crores more than the current financial year
but credit can be taken for Rs 300 crores
from foreign balances and there will alsobe
an increase in tax revenues and other
capital receipts. It will thus be possible
to meet larger Plan expenditure through
borrowed funds and the opportunity fop
streamlining the tax structure should not
be missed. If the readjustments in taxes
and an increase in Plan outlays lead to
higher levels of consumption and increased
p'roduction is easily absorbed, the collec-
tions through direct and indirect taxes also
may be gratifying. The new developments
In the gilt edged markets and the budget

proppsals for 1977.78 have therefore
special significance.
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Friedman and his contribution

P. K. Bhargava

The author, who is Reader in Economics, Banaras Hin(_iu University,
brings out the major differences between the Keynesian revolution

and the Monetarist revolution.

It may be recalled that

Prof. Friedman was awarded Nobel Prize in Economics last year.

THE AWARD of the 1976 Nobel Prize in
Economics to Professor Milton Friedman
of the Chicago University is clearly a
recognition of the importance of monetary
policy and of ‘Monetarist Revolution’.
It is well-known that the Keynesian
revolution during the 1930’s and in later
years highlighted the importance of
fiscal policy over monetary policy to
achieve the desired objectives of the state
and to prevent the destabilising influences
resulting from boom or depression. The
Keynesian belief was that skilled handling
of fiscal instruments such as taxation and
public expenditure could bring about
desirable success so far as set objectives
of economic policy were concerned. These
ideas were repudiated by Professor
Friedman who focussed attention on
the importance of the quantity of money
in circulation and suggested that the
measures to control the economy should
be chalked out from that direction.

importance of money

It may be noted here that the General
Theory also recognised the importance of
money in increasing the level of income
and output in an economy under certain
situations. According to Keynesians,
monetary authorities could influence the
level of investment through variations in
interest rates by changing the quantity of
money. However, from their own view-
point this is true to a certain extent only
because once the situation of liquidity

trap is reached, whatever expansion may

‘be there in money supply by the mone-
tary authorities there would be no impact
on interest rate as all the extra money
created by the monetiry authorities would
be caught up into this trap. Liquidity
trap is thus a cause of ineffectiveness of
monetary policy. Moreover, on the basis
of investigation some pointed out that

the rate of interest was not a major
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determinant of investment. Indirectly it
meant that monetary policy would help
neither fighting a depression nor control-
ing inflation effectively. As such, during
the thirties and most part of the forties
it was believed that fiscal policy was
suited most to control instability in an
economy.

One of the most important contribu-
tions of Professor Milton Friedman is the
revival of the quantity theory of money.
In 1956, there appeared under Professor
Friedman’s editorship a most important
volume entitled Studies in the Quantity
Theory of Money which was the product
of the Workshop in Money and Banking

POINT
OF
VIEW

at Chicago. The significane of this volume
was that it signalled the re-emergence
of the quantity theory, Contrary to the
orthodox version of the quaatity theory
of money, the revised version emphasises
the relationship between changes in
money stock and variation in money
national income. It is thus a theory of the
determination of money national income.
The Keynesian theory explained the
impact of changes in money supply
through income-expenditure relationship
via the multiplier process. This impact on
Gross National Product (GNP) could
either be in terms of physical output or
through prices or through some combina-
tion of the two.

" However, the actual impact will depend
upon the extent of unemployed resources
available in the economy. In contrast
to Keynesian analysis, the revised version

of the quantity theory clearly points out

7

to economic thought

that the relationship between the money
stock and the resulting changes in GNP
are much more predictable. Further, the
Keynesian belief that in the situation of
liquidity trap changes in money stock
exert no effect on GNP is clearly denied
by the Friedmanites. They emphasise that'
the impact of changes in the volume of"
money on output or prices will depend to
a large extent upon the time period
employed. It is also asserted that changes
in volume of money may cause movements
in interest rates, output and employment
in the short run only; they will approach
their natural level in the long run in-
dependently of the volume of money. In
this sense the revised version closely
resembles the traditional quantity theory
but in a much more sophisticated
manner,

revised version

Another important aspect of the revised
version of the quantity theory is that
money is treated as one of the various
assets which people like to hold. In this
sense the demand for money is a problem
in capital or wealth theory, concerned with
the composition of the balance-sheet or
portfolio of assets. Contrary to the
Keynesian view that demand for money
largely depended on precautionary and
speculative motives, Friedman shows that
the most important elements influencing
the demand for money are the rates of
return on money and other assets, both
real and financial, the level of permanent
income and the ratio of non-human to
total wealth.

The modern approach also draws atten-
tion to the fact that whereas the above
variables are normally subject to slow
change overtime, the supply of money
may experience abrupt changes. Again
the velocity of circulation of money far
from being constant as was tacitly assum-
ed in the traditional approach, the revised
version emphasises that it will respond to
significant changes in a predictable and
rational manner depending upon the be-
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haviour of the above variables. Thus for
instance, an increasing expectation of
inflation would imply that people would
like to reduce their money holdings which
means that the velocity would rise.
However, the changes in the velocity of
circulation of money would be gradual
because the above variables on which it
depends are subject to slow change over
time. If the velocity of circulation of
money is subject to gradual change over
Ytime whereas the supply of money may
rise and fall rapidly, it clearly implies that
the demand for money is independent
of its supply. The independence of
demand and supply is an essential tenet of
the revised doctrine. From the above, it
also follows that the demand for money
may not show great variations in com-
parison to the supply (which may
experience considerable fluctuations); then
the changes in the value of money—which
are to be explained in terms of supply and
demand—are almost always supply deter-
mined.

effective substitute

The reformulated quantity theory also
provides a better explanation for what
constitutes an effective substitute for ex-
cessive money balances. The traditional
theory emhasised that the only substitute
for excessive money balances was goods
and services; the role of financial assets
was completely ignored. Any increase in
money stock was presumed to be incurred
on commodities resulting into a propor-
tionate rise in prices. In contrast to this,
the Keynesian helief was that the only
close substitute for money is alternative
financial assets.

1t follows that if the monetary authori-
ties increase the supply of money exces-
sively, people would be induced to buy
financial assets due to a fall in the rate of

#nterest. A fall in the rate of interest
would render money holding more attrac-
tive and other assets less attractive until
eventually 2 new equilibrium is reached
petween the actual money holding and
desired money stock. The reformulated
quantity theory encompasses both these
viewpoints. Money is looked upon as a
substitute for all assets whether real or
financial. The immediate impact may be
felt in financial markets but complete
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adjustment will involve commodity
markets also.

In contrast to the Keynesian belief that
emphasised the interest elasticity of
demand for money, the modern quantity
theorists try to show the interest inelasti-
city of demand for money. They can then
claim that the rigid quantity theory holds.
The increased stock of money in an
economy would exert its influence fully
on commodity market and on GNP only
when the demand for money is interest
inelastic. The Friedmanites are seeking
empirical evidence to show that interest
elasticity of demand for money is zero or
nearly so because they emphasise a
broad association between money (M)
and GNP; although they themselves
believe that it is too difficult to show
precisely what processes within the econo-
my connect changes in M to changes in
the GNP.

In this counection, it is interesting to
point out that Friedman and Meiselman
in a study covering the period 1897-1958
found that the quantity of money provi-

“ded a better explanation of the GNP than

the multiplier did, except during the
1930°s. This gave some relief to the
Keynesians who could argue that 1930
was the period which Keynes’s theory was
primarily intended to explain. It may,
however, not be easy to exactly quantify
the relationship between the quantity of
money and GNP but the modern quantity
theorists do seem to have shown that
money supply is a major factor leading to
fluctuations in income.

uncertain time period

Professor Friedman and most of the
adherents of the modern quantity theory
are opposed to discretionary monetary
policy because of the alleged instability of
anti-cyclical monetary policy. The Fried-
manites believe that discretionary changes
in the volume of money cannot be used
even as a viable instrument of short-term
stabilisation policy mainly because of the
uncertainty regarding the time period or
the lags involved for those measures to be
effective.

Hence, Professor Friedman through his
‘New Monetary Rule’ suggests that the
stock of money should be increased year
after year by certain percentage irres-
pective of cyclical needs. It is at once
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clear that New Monetary Rule is cyclically
neutral. However, it should be clarified
why Friedman stresses the rule in a
cyclically neutral fashion though his
avowed intention is to maintain stability.
This should not be regarded as a para-
dox because business cycles are certainly
not useful according to Friedman but he
thinks that they are inevitable and cannot
be eliminated altogether. While he admits
that, “Monetary policy can contribute
offsetting major disturbances in the
economic system arising from other
sources”* he quickly adds that, “the
potentiality of the monetary policy in
offsetting other forces making for insta-
bility is far more limited than is com-
monly supposed.”**

corrective responses

In addition he also believes that busi-
ness fluctuations will be within fairly
narrow limits because of the spontaneous
corrective responses if the money behaves
properly. This implies that the money
stock should be increased according to
the needs of an expanding economy and
the monetary authorities should not
permit the money stock to outpace the
increase in national income.

The Keynesian revolution advocated
that the monetary authorities should
always focus their thinking on the pro-
blem of unemployment, it being the
supreme evil in any economy. The much
accepted view that mild inflation can cure
unemployment has been repudiated by
Professor Friedman who believes that
inflation can help in solving the problem
of unemployment only in the short run
and not in the long run. In other words,
a Phillips curve which shows a link bet-
ween the level of unemployment and the
rate of wage increase can be drawn only
for a given state of inflationary expecta-
tions and in the long run it will be verti-
cal. This happens because in the long run
there is a natural rate of unemployment
which exists in spite of a balance between
real demand and supply factors in the
labour market and neither monetary nor
fiscal policies can correct the situation.

Finally, Professor Friedman has signi-

* Milton Friedman, ‘The Role of Monetary
Policy,” American Economic Review, March
1968, p. 14.

** Ibid., p. 14.
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ficantly contributed to the theory of
consumption function by stating that
consumption is determined by ‘permanent
income’ and it is a constant proportion
of it.

The Keynesians had emphasised that
consumption is a function of post-tax
mcome and that consumption could be
significantly influenced by altering the
disposable income through the use of

Impact of irrigation on food output

fiscal instruments but this is clearly
denied by Professor Friedman.

The theoretical implication of the new
theory of cousumption function is thus
to weaken the case for fiscal policy in
general and in particular the reliance on
personal income-tax as a counter-cyclical
device. It may, however, be emphasiseld
here that the actual ‘measured’ income
for any individual or economy, consists

In this article an attempt has been made to show that expansion of
irrigation facilities for one hectare of land has been accompanied by
an increase of the order of three tonnes in foodgrains output,

mostly in the shape of cereals.

Farmers have not found it

profitable to use additional irrigation for the production of pulses.

IT 15 now widely recognised by planners
and development scholars that setback
to food output during the developmental
effort gives rise to serious problem of
inflation in poor countries where food is
the principal wage good. This type of
inflation cannot be effectively curbed
through mere fiscal and monetary res-
traints. Before long, price expectations
are formed, with the result inflation feeds
on itself. Finally the very process of
dzvelopment comes to a grinding halt,
not to mention the deleterious inequali-
ties brought about in the society by such
inflation.

insurance against vagaries

Irrigation provides both protection
against any slideback in food output due
to the vagaries of the rains and a power-
ful means for augmenting food output.
It is our only guarantee against arms
twisting in the international arena where
food is bzcoming a political weapon in
the hands of the major grain suppliers in
the world market. Thus developing
countries cannot play their due role in
world affairs so long as they are vulner-
able to the rains as well as the grain
suppliers of the world. Tt is in this politi-
cal context that the expansion of irriga-
tion facilities in India has lately acquired
added significance. The irrigation port-
folio has been rightly transferrsd from
the Power ministry to the Agriculture
ministry at the centre, and as a matter
of fact, the rate of expansion of irrigation
facilities has almost been doubled.
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The main objective of this article is to
assess how expansion in irrigation facili-
tizs and additions to grain output have
bzen relited with each other. An attempt
has also bezn made to show that ths
expansion in irrigation facilities tends to
increase production of cerzals as compared
to pulses. In the light of such knowledge
onz may be able to predict future contri-
butions to grain output in the wake of
expanded irrigation.

far-reaching effects

The pure impact of irrigation on crop
output is impossible to assess in the case
of modern agriculture. That is, it is
impossible to say how much of the in-
crease in farm output is strictly due to
irrigation only. It is only for traditional
agriculture that broad norms—such as
irrigation per se enhances farm output or
yield of crop by a factor of 50 pzr cant—
have any significancz or meaning. For
in such agriculture introduction of
irrigation is not accompanizd by multi-
tude of other on-farm changes such as
use of HYV seeds, fertilizers, weedicides,
pesticides etc. In modern agriculture
availability of irrigation brings about
far-reaching changes in the use of chemi-
cal fertilizers, cropping pattern etc.
Therefore, it would be logically a puzzle
of immense dimznsion to figure out
separate contributions of each of these
factors of production to increased farm
output in irrigated modern agriculture,

However, useful exercises in regression
analysis may still yield some results which
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of the sum of permanent and transitory
components. Hence, transitory income
must also influence consumption but
this is clearly denied by Friedman who
assumes that transitory income will have
zero effect on consumption i.e., it will all
be saved. In everyday life, especially
in developing countries the behaviour

of consumers need not necessarily
be so.

S. K. Tulsi

may be [ruitful for decision makers. Thys
relating temporal changes in foodgrain
output to temporal changes in irrigation
facilities would yield statistical relation-
§hip, whereby one can infer marginal
increase .in .grain output from given ex-
pansion in irrigation. Though such grain
Increases are not strictly dus to irrigation
alonz, one can interpret them as follows.

concomitant changes
Should  expansion in irrigation be
accompanied by concomitant changes in
modern agriculture  which have been

witnessed in the past, the impact of such .,

%rrigation in augmenting grain output
in the future can be worked out reason-
ably with some degree of confidence.
More precisely, we have attempted the
following simple multiple regressions:

Y =a,+bI+dR

C = a,/+b,/I+d,'R
P = a,"4b,"[+d,"R
where :

Y i_s the output of foodgrains.
I is gross area irrigated.

C is the output of cereals,

P i‘s the output of pulses.

R is weighted actual rainfall.

The regression results relate to the
per.lod 1955-56 to 1971-72, for which time
series data are readily available. Food-
grains consist of cereals and pulses, which
are measured here in tonnes. Irrigation
fagnhty Is measured in terms of gross
1rr1gate.d area under all crops. It may
_be' pointed out that nine-tenths of the
Irigation resources in this country are
used for raising foodgrains, Rainfall i
Mmeasured in millimeters. It isa weighted
average of actual rainfall in various parts
of India excluding the union territories.
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The weight used is net area sown for each
state for different years.

On the basis of the data available the
following regression equation has been
obtained: ‘

Y = —24,026+299 1+13.30R ..(1)
(—1.529) (8.303) (1.759)

Here the values given in the parentheses
are t-values respectively. The coefficient
of multiple determination of this equation
is pretty high, namely, 0.83. However,
only the coefficient of irrigation variable
is statistically significant, with a t-value
of about 8.30.

Hoping against hope, it was attempted
to introduce fertilizers (F) as an additional
explanatory variable, but ended up with
disconcerting results, The regression
equation so obtained was as follows:

Y = —18,1554+8.521}-27.05 R
—30.39 F .. (2
(—2.964) (4.022) (3.294) (—-2.633)

Though the coeflicient of determination
(R?) improved to .89, the negative coeffi-
cient of fertilizers did not evidently make
sense. Introduction of fertilizers garbled
up the results because this variable bore
high multicollinearity ~with irrigation
(r = -98). However, this brought out
how irrigation variable was accounting
for the contribution to grain output from
fertilizers as well.

Further taking into account the impact

of irrigation expansion (I) on cereals (C)
and pulses (P), the following regression
results were obtained:
C = —31108.544-2.96 14+10.67 R ..(3)
(—2.39) (9.81) (1.69)
P = 8493.684.009 I4+2.44 R ..(4)
(2.34) (1) (1.40)

In equation (3), the coefficient of irriga-
tion obtained was 2.96 with t-value 9.81.
This showed that one hectare increase in
area irrigated tends to increase the pro-
duction of cereals alone by 2.96 tonnes
which is almost equal to the total increase
in foodgrains output due to one hectare
increase in gross area irrigated. Thus it
is realised that with expansion in irriga-
tion, there is increased bias towards culti-
vation of cereals.

In regression equation (4), the coeffi-
cient of irrigation was considerably low,
namely, .009 with t-value .11, The coeffi-
cient of multiple determination was also
very low (.129) which was an indicator of
almost negligible contribution of irriga-
tion expansion to the production of
pulses. The prices of pulses had risen
steadily over time because of stagnant
production. On the other hand there was
a relative decline in the prices of cereals
to pulses at a rate of 7.09 per cent because
of the increase in the yield of cereals to
pulses at a rate of 1.8 per cent.

Thus, irrigation expansion during

1955-72 by one hectare was accompanied
by an additional grain output of about
2.99 tonnes. Of course in the same period
fertilizer use shot up steadily from .16
million tonnes in 1955-56 to 2.6 million
tonnes in 1971-72,

Moreover, it is known that yield-raising
things happened in this period: advent of
HYV seeds of wheat, maize etc, streng-
thening of agricultural extension services,
movement of terms of trade in favour of
the farm sector, etc. Whether irrigation
facilities being created now would con-
tribute as much as 2.99 tons per irrigated
hectare would depend on concomitant
changes in the above yield-raising factors.
To a large extent, such changes follow in
the wake of irrigation whenever irriga-

tion is a limited factor in undertaking

intensive modern agriculture. But cons-
cious efforts by the government can
hasten these changes. For example,
credit requirements of irrigated agricul-
ture are far greater than those for unirri-
gated agriculture. If farmers are left to
themselves, they would take a longtime
to accumulate internal savings for meeting
their short-term credit needs. Surely, pro-
vision of liberal credit along with irriga-
tion availability would make increased
contribution to farm output in the initial
stages of irrigation.
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Interview : Simon Kuznets

\——/

- Economic

growth of

developing countries

Economic development is a complicated phenomenon that involves many
interrelated elements, according to Nobel Prize-winner economist Simon
Kuznets. “But let’s not make it too complicated, in the sense of encouraging
a degree of helplessness”, Professor Emiritus Kuznets of Harvard University
said in an interview with John J. Harter. “There is a certain give and take
in the matter. No country will achieve economic growth with complete
efficiency. There are always errors, there will always be some waste. But
by studying the established record of modern economic growth, developing
countries can learn to reduce the costs and hasten the process of economic
development.” Professor Kuznets won the Nobel Prize in 1971 shortly
after publication of his two best known books, Economic Growth of
Nations and Modern Economic Growth. Following are excerpts

from the inferview :

Question. What causes economic growth?
What does it involve?

Answer. Modern economic growth—that
which has occurred in today’s more highly
developed countries since about 1800—
has essentially involved a very substantial
rate of annual increase in per capita aggre-
gate product, despite the fact that popula-

Q. Do you consider modern economic
growth as a different phenomenon from
the kind of economic progress that occurred
before 18007

A. Most of the historical economic data
we have deal with modern economic
growth, but we do have some hard infor-
mation—even statistical data—on the pre-

— WINDOW
ON
THE WORLD

tion also increased much more rapidly
during the same period than before. Tech-
nological progress and innovation—the
application of new knowledge to the pro-
duction of goods —made modern economic
growth possible. But the increase in
technological capacity was only the neces-
sary, not sufficient condition. In addition,
traditional social and economic institu-
tions had to be modernised to facilitate
the more efficient application of the new
knowledge to production problems.
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modern period. From all this, we find
that the rate of modern economic
growth is much greater than the
rate of growth throughout history up
to the 19th century. From this, we con-
clude that the factors that determine
modern economic growth must be quite
different from those that dominated eco-
nomic growth earlier,

Q. But modern economic growth prin-
cipally involves an acceleration ang an
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intensification of economic forces and

processes that previously existed?

A. Well, there are large quantitative
differences—so large that they sometimes
amount to qualitative differences. After
all, “knowledge” is a cumulative heritage
of human experience, going back for
centuries, or even millenia. But the rate
at which knowledge has accumulated in
modern times and the Increasing efficiency
with which it has been applied to produc-
tive power are so vastly greater than in

earlier stages of history that they define
a new epoch.

Q. Are all countries affected by modern
economic growth? ‘

A. 1t also affects developing countries.
But the fact that they are less affected is
why we define them as less developed.
One cannot understand what js going on
in these countries—what has been going
on, and what is likely to g0 on in the
future—without recognising that they all
bear the imprint of modern technology.
Some good results from this, but also
some problems are created

For example, the very sharp decline in
the rate in developing countries essentially
results from modern technology. This has
occurred largely since World War-I1, prin-
cipally because medical technology has

achieved a breakthrough in the control oX.

several infectious diseases. A limited input
of Scarce material resources now permits
the ‘Vfrtual removal of discases that were
traditional scourges. And since the birth
rate did not follow this decline in death
Tates, the technological advance has
accelerated the growth of population.
This is a conspicuous example of the
elective impact of modern technology on
developing countries—one that has mul-
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tiplied the number of their inhabi-

tants,

Q. In what ways are the developing
countries not caught up in this over-all
process of modern economic growth?

A. When you look at the agriculture,
industry, transportation, or education in
these countries, for example, you find only
a small nucleus or enclave that reflects
modern technology. So you have two
sectors in these countries, existing side
by side. A very small modern sector,
which tends to be isolated, and a much
Jarger traditional sector. And there is not
sufficient interaction between the very
different technologies found in these two
sectors.

Q. What can and should be done to
rectify these imbalances?

A. I think the principal responsibility
here must rest with the developing coun-
tries themselves. Generally speaking, the
developing country can choose from a
stock of modern technology that exists in
the world. Often the technology used in
the more advanced countries is too capital
intensive to be efficient in the developing

. countries, particularly in the case of agri-

culture. For example, the United States
has developed labour saving machinery to
use on farms because we have plenty of
land and a relatively limited amount of
expensive labour for that purpose. But
this labour saving machinery is less useful
in developing countries that have abun-
dant, relatively inexpensive labour that
can be used in agricultural production.
Every devcloping country wants to
develop its own capacity to use modern
technology, and at a certain point it
should be prepared to modify its own
social structure and political institutions
to do this—and to develop its own inven-
tions,

That sort of technical modification,
which also may involve fundamental
modifications of the structure, cannot be
easy to achieve. Technological resources
used in other countries may be of limited
relevance because of local conditions.

This is one reason foreign aid pro-
grammes, on the whole, have achieved
limited success—because the talent needed
to adapt technological know-how develop-
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ed in one country to conditions that exist
in other countries is extremely rare.

Q. The developing countries put a great
deal of emphasis on the need for techno-
logical development, but they talk mainly
in terms of the need to import technology.
Are you saying they should develop more
capacity to innovate technology?

A. They must impprt technology to
accelerate their productive capacity in the
short run, because they cannotwait untit
their own engineers can invent it or at
least modify the technology generally used
in the more advanced countries. But as
they adapt imported modern technology,
they must develop their indigenous tech-
nical skills. I think one of the most im-
portant steps a developing country can
take toward modernisation is to develop
technological and inventive talent among
its own people.

Q. Could you explain just what kinds of
technology are particularly needed in the
developing countries?

A. Well, take a lookat a country that
ispow indusirialised—one that began to
develop its economy, really, late in the
19th century—namely, Japan. In the
1870°s this country had a technological
base that was far behind that of other
developed countries. But then the process
started when the Japanese government
began to import modern technology. It
sent people to the United States and
Europe to study and buy machinery and it
began to set up modern factories that
were originally staffed by foreign engine-
ers. But pretty soon Japan discovered
that it could not follow the pattern of
modern industry in other countries,
largely because its own social patterns—
especially its labour relations system and
resource endowments—were quite diffe-
rent from those in the more developed
countries. So the Japanse began to develop
certain types of machinery that were
particularly appropriate for the kind of
simple production they needed. Spinning
mills, for example, became more efficient
in Japan. And they began to develop fish
ponds to supplement the food produced
on their farms, The idea here was to
make better use of the time the farmer
had at the end of his day. These were the
kinds of steps that had no precedent in
the United States or Europe. .
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Then when Japan began to set up heavy
industry it sought to economise on capital,
as by importing second hand machinery,
for example. Still later, when they began
to supply their people with more and
better goods, they retained traditional
types of housing, clothing and other
items. Utilising a unique technology that
took special advantage of the resources
available to Japan at that time.

Throughout all this, they gradually
improved their technology, utilising
limited but increasing amounts of
mechanical power and relatively large
but decreasing amounts of labour. That
approach—bringing in modern technology
piecemeal to supplement and modernise
the traditional economy—was a source
of considerable strength to Japan,

Q. Can you say, in general terms, what
kinds of technologies are most suitable
to the needs of developing countries?

A. The term “developing country”
covers a tremendously wide range of
countries -a far wider range than the
term ‘‘developed countries’’, whose eco-
nomic simijlarities reflect similar tech-
nological patterns of development.

In fact, when you speak of developing
countries, you are speaking of most of
the world. Their present condition results
from historical developments that go
back for centuries. Until quite recently,
historically speaking, they lived in isola-
tion from the rest of the world and from
each other. This means that they evolved
with different institutions, traditions and
cultures. And they range in size from
countries like China and India that have
populations of several hundred million
to some of the very small sub-Sahara
African countries. And yet certain types
of production embodying modern techno-
logy may be suitable for the bigger—
not the smaller—countries. So any
generalisations regarding the technology
appropriate for all developing countries
may be misleading when it comes to
specific applications.

Q. Would you say an important part of
the economic growth process involves up-
grading the quality and variety of the labour
Jorce, especiaily with respect to the mana-
gerial and technical personnel, that might
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make judgements regarding what s

suitable ?

A. Yes, but “upgrading” is a big word
—and a long process. And the timing
and sequence of this process are very
important, because there will be tremen-
dous waste if a country expends the
large amounts of money required to
train highly skilled personnel that cannot
be suitably employed after they have
acquired technical competence. And at

peach stage in its development, a country
should consider which elements of its
cultural heritage it wishes to retain and
which it is willing to give up. It may have
to give up some ofits heritage because
some of its institutions may be incompati-
ble with a high level of production. But
Japan, for example, chose not to give up
its basic style of housing and other chrac-
teristic aspects of the historical Japanese
experience. And India almost certainly
would not abandon its religious legacy.

This bias towards tradition is a source
of strength, because it preserves a kind
of community unity and consensus—at
least so long as it amounts to a search
for those elements of modern technology

, that will be compatible with a country’s

cultural inheritance. Some production
practices and technologies used in the
industrial countries to increase the output
of producer goods or consumer goods
may be too disruptive to a society at one
stage of its evolution but quite appro-
priate at a later stage.

Similarly, measures to stimulate a coun-
try’s participation in international trade,
or toencourage the importation of
corporate practices and corporate orga-
nisation may help a country to meet
its people’s needs at a certain point
in time, but not before that point is
reached. A country’s answer to any of
these questions should, ideally, be system-

; atical and take full account of the strong

clements in the country’s heritage and the
weak elements in it. It is very difficult to
analyse what can be taken from the worlds
storechouse of modern  progress—the
institutions, organisations and techno-
logies—that will exercise the maximum
positive impact at a minimum cost.

Q. How does a developing country figure
out its priorities? How does it know when
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it is the right time to make any specific
investment ?

A. Ideally, such a country should be
principally concerned with the transi-
tion from its present stageto its next
phase of economic development—not
with the ultimate end. Let me illustrate
with the experience of India. It should
have been obvious to the govern-
ment years ago that India was bound to
experience a rapid decline in the death
rate, with the usual delayed drop in the
birth rate. The resulting population
growth, combined with the expected
industrialisation, would predictably raise
the demand for food and the price of
food, assuming a normal lag in the food
supply. Under these conditions, invest-
ment in theskills needed to raise agri-
cultural productivity should obviously be
accorded highest priority. It would have
been logical to delay large-scale alloca-
tions of scarce capital to heavy industry
until after the over all economy had
acquired the level of development that
could sustain it and there has been suffi-
cient success in raising the levels of agri-
cultural production to provide some
cushion in the economy. At such a point,
the growth in the per capita demand for
many agricultural products will slacken,
and it would then make sense to empha-
sise investment in other sectors of the
economy.

But there are always countervailing
political agruments, pressing the presumed
need of certain domestic industries that
may not represent economically efficient
investments, such as those thatare said
to be necessary for defence. Generally,
the logical—the economic—sequence of
investment should be determined by
identifying the areas of greatest scarcity
that appear to bottleneck other impor-
tant areas of production. When these
are overcome, government investment
should move on to other priority areas.

Q. You have indicated the importance of
population growth. How do demographic
factors interact with national development
policy, and what kind of attention should
developing countries give to population
policy?

A. I believe that developing countries

should permit their people to make up
their own minds, as individuals, -as to
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how many children they want, and should
make available to everybody the tools
of family planning. There appear to
be some people in all countries who may
want to limit the size of their own
families, but lack familiarity with the
tools. This may be a small group. The
more cffective long range approach to
reducing population growth is to change
conditions affecting popular attitudes
—to bringing about recognition that
a smaller number of children—
educated and equipped with the skills
required for “‘success’ in modern
society—may bring them greater satis-
faction than a larger number of children
poorly educated and unable to make a
real social contribution. It is not easy to
bring the required institutional changes,
but they are required for—and tend to
accompany-—urbanisation, industrialisa-
tion and in a world, over-all economic
and social development.

Q. You seem tosay thata principal
priority for a developing country should be
to assess its own economy—rto identify the
products it is exporting, and especially
those where exports are growing—and give
particular priority to those sectors that
reflect its comparative advantage. . .?

A. Yes, but I would add an important
caveat—that the country should realise
that its comparative advantage at any
given time will not last for ever. So when
a country invests to expand production
in an efficient segment of its economy, it
should keep in mind that its comparative
advantage will shift over time. For
example, it should consider whether
there are competitors on the horizon
that may deprive it of its comparative
advantage fairly soon. It should avoid
over investing in such an area, especially
if the investment is large and will have a
long term maturity. Also, the country
should consider whether alternative
investments might be more fruitful—as in
new and expanding areas of economic
activity.

Sweden is an interesting example of a
small country whose comparative ad-
vantage has changed almost continuously
over the years. Its comparative advan-
tage in iron ore did not last very long,
nor did its later comparative advantage
in raw lumber, nor its still later compara-
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tive advantage in paper. Sweden’s experi-
ence here was a fairly typical pattern of
trade for a small country—comparative
advantage tends to fall in a short cycle,
So a country should try to look as far
ahead as it reasonably can, and try
not to get caught ina situation that
might be called export obsolescence.

Q. You emphasise the importance of
making discriminating judgments. But the
tendency toward innovation and initiative—
especially at the higher managerial level—
is a distinctive characteristic of a dynamic
economy. Can this entrepreneurial spirit
be cultivated in a developing country—and
if so, how?

A. Entrepreneurial performance can be
cultivated, primarily by giving it ade-
quate opportunity to assert itself, and by
rewarding it, whenever and wherever it
exists, materially and socially. The
creation of conditions in which society
tenders such rewards is important not
only because this induces a higher level
of economic performance, but also be-

cause it tends to raise the country’s
technological level.

Q. What have we learned in the last ten
or twenty years that can help developing
countries to devise effective development
strategies?

A. T would hesitate to list specific
points. Rather, I should argue that we
have learned quite a bit about why and
how modern economic growth has occur-
red in today’s more advanced countries,
and we know these lessons are in some
way relevant to the problems faced by
developing countries. Fxactly which ele-
ments of this experience are most useful
to the developing countries is a big ques-
tion. There is a lot of debate these days
about just what they can learn from the
striking success of Japan. But I think the
developing countries will be well advised
to encourage their people to study the
established records and analyses of how
developed countries evolved. And then
they should take a good look at their own
historical heritage and their basic situa-

- Growing unemployment

The new year finds the Euro
the level of unemployment.

pean countries fighting hard to keep down
All the shipping yards are in difficulty

and are dismissing workers, thus swelling the ranks of the

unemployed. The golden days, says the author,
particularly for the United Kingdom where North
to add some charm to the dismal economic scene

remain in the future
Sea oil is expected

THE US-Common Market economic rela-
tions have been reverted to the conditions
of the “chicken war” of 1963 by the
United States’ unilateral decision to in-
crease the duty on imported bulk brandy
by two dollars a cask and on bottled
brandy by $1.75 a gallon. This may seem
not a little trivial but the damage caused
by this action is that the duty increases
reverse a relaxation of brandy duties by
the USA in 1963 on condition that the
Common Market gave it a concession on
poultry, especially turkey, which the
Market accepted. There is no question of
Market retaliation to the duty increases
but the US action rearouses a long-
standing difference between the two trade

areas. That astute, some say opportunist,
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member of the Market, France, ig parti-
cularly affected and French cognac pro-
du.cers are likely to be more ruffled over
this show of tariff aggressiveness thap the
bu'reaucrats in Brussels. Even 80, certain
minor offers from the Market easing some

minor aspects of its poultry imports are
regarded as no longer valid.

”["riﬂing‘ as this may appear, the two
actions typify the sensitive, almost spiteful
temper that has crept into Mark

et i
and made affairs

ad it prone to discern vicioys
competition and economic danger where
probably none exists. The last kick from
the F_ord Administration appears to be a
case in point. The Market’s
arises largely from its slo
sense of helplessness, The

sensitiveness
wly growing
Market shows
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tion, and pick out from this array what
they consider most relevant to their basic
needs and what they would like to import
from the developed countries,

In a nutshell, we have learned that
economic development is a complicated
phenomenon and that it involves many
interrelated elements. But let’s not make
it too complicated, in the sense of
encour.aging a degree of helplessness,
there is a certain give and take in the
matter. No country will achieve economic
growth with complete efficiency. There
are always errors there will always be
some waste. But by studying the establj-
shed record of modern economic growth,
developing countries can learn to reduce
the costs and hasten the process of
economic development, Personally, Iam
very optimistic about the futute, because
I have seen much evidence of the remark-
able capacity of the human mind and

society to devise ways to Improve the
human experience.

=
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in Europe

E. B. Brook

itself inf:reasingly nervous of the immense
economic reserves of the United States as
well as of the skill apg energy of the
Japaflese. Militarily, western  Europe
despite NATO’s shield, is anxjous abOU;
castern Europe under the Soviet Union’s
guidance and is, with some justification,

increasingly defensive goainc ; i
o gainst its fishing

faé«‘ew would deny that western Europe
at €S graver €conomic uncertainties than
any time since the Arab oj] embargo

was imposed a little more than three
years ago. The faltering recovery since

t:cli:ienlge in western Europe has been
-naered less effective by its members®'
disparity j

has beey rne zconomic pe{formance. It
by the i ndered aggressively defensive
impomt mense  success of Japanese

POrts and is threatened anew as to its

;ndustrl?l and transport power sources by
Ofnixgem;v})ml:(e. Never was the inability
mending its : 'o take an initiative in
clearl embers’ differences more

yrevealed than at the summit meeting

January 7, 1977

at The Hague when a policy of standstill
was found to be the only way to preserve
a facade of unity where very little exists.
The Tindemans report recommending
measures within the Market to move it
towards the European Union is about to
be buried as an interesting intellectual
exercise, and economic divergencies, in-
cluding monetary, grow. At the moment,
Market members retreat into their own
difficulties to find an excuse for doing
" nothing, giving western Europe’s major
politico-economic  group a dismaying
appearance of rudderlessness. The one
definite statement to emerge at The Hague
was Chancellor Schmidt's blunt remark
that other members’ difficulties had
become far too great for Germany to
undertake any new actions to help them.
It is true that Herr Schmidt is noted for
making unpleasant remarks unpleasantly
and for being obstructive (the polite word
is ‘tough’ apparently) when Germany
anticipates a strain. His refusal to soften
his opposition to developing countries’
requirements in the form of a common
fund to guarantee commodity prices has
spoiled the prospects of agreement on a

, common position to be taken by the

Market in the closing phases of the north-
south dialogue in Paris. But, however
obstructive Herr Schmidt may be, the
important point for west Europe at the
present time is that he leads the pros-
perous nations’ stonewalling against less
fortunate Europeans and the developing
world alike.

idle capacity

Even Herr Schmidt cannot feel too sure of
himself. Unemployment in West Germany
stands at about one million in addition to
increased figures of short-time working.
As the IFO economic research bureau of
Munich has revealed that about one-third
of German industrial capacity is unused.
To a couatry uncommonly dependent on
foreign trade the decreasing expectation
of further increases in export business is
worrying. Managements of German manu-
facturing companies have, over the last
15 years, taken an ever more unhappy
view of future growth and, hence, are
increasingly reluctant to make the large-
scale capital investments that create
employment. While, in 1960, 53 per cent
of manufacturing companies gave expan-

?
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sion of capacity as the first aim of their
capital investment, today only 12 per cent
give that justification. West Germany is
also being obliged to increase its grain im-
ports in the coming year by as much as 1.5
million tonnes because of decreased farm
production. Reasons are partly climatic
with last year’s drought, movement of
labour from the land as “guestworkers”
have to move home when German unem-
ployment increases, and partly from the
land-wasteful open-cast lignite mining
which supplies industry with the cheapest
form of coal but ruins the countryside.
Even Chancellor Schmidt has a few reasons
for humility.

growing unemployment

The Japanese, whose imports of cars,
electrical machinery, watches and fine
equipment to Europe roused the Market
members to their one recent show of
upity in protest, have suggested, unoffi-
cially, what may be a useful solution to
trade wars in the form of a “division of
labour”. Japan, despite its appearance of
great prosperity, has its problems and
dificulties, not least a growing number of
workless population. More than the
Europeans, the Japanese are ready to
adjust their affairs. The basic problem is
that the Market countries and Japan are
competing in many cases to make and
sell the same products. However, aggres-
sive Japan, may be in exporting its manu-
factures is wide open to imports of
many agricultural products the Market
has in super-abundance—butter, skimmed
milk and processed meat. Japan, inciden-
tally, is moving ahead fast to find and
develop farm products—from soyabeans
through coffee to tobacco—in South
America, especially in Brazil. Its latest
order to Brazil for these is worth $600
million. Japan is establishing a pilot
project to develop 125,000 acres of cur-
rently dry land in Brazil which if the
project proves successful, would be ex-
panded to 750,000 acres of irrigated,
arable land on whose produce Japan
would have the first foreign claim. In
shipbuilding, Japan will reject a Common
Market suggestion that it should restrict
itself to 50 per cent of world orders, but
may accept a compromise. Almost all
shipbuilding is in difficulties. Japan is
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cutting its shipyards labour force by
25,000, Australia is closing three of its
five shipyards, the Dutch industry is
working at only 10 per cent of its full
capacity, Sweden is cutting production by
30 per cent and Britain’s shipyards are in
a serious plight. France is dismissing
6000 of its shipbuilders and even West
Germany has axed 4000 jobs and more
dismissals are looming there.

For the small, prosperous countries of
central Europe, Austria has raised taxes
and prices in an effort to remain in good
order but maintains its schilling at so
high a level that it discourages trade and
tourism so essential to the Austrians; the
well-off Swiss have a heavy official
imbalance in payments. Overall, in west
Europe, unemployment grows steadily and
becomes a more disturbing social as well
as economic problem.

The golden days remain in the future.
For Britain, now again making heavy
borrowings from the IMF, the prospects
are that its North Sea oil may be worth
£ 50 billion in ten years’ time; for Italy,
the other big debtor, runaway liras are
returning homc and more association with
the middle-east and north African coun-
tries is beginniug to yield profits. The
European leaders, including those in the
east, sent one another Christmas and
New Year cards, but their weapons are
ready for the close in-fighting that is
expected in the new year.

( N
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Rural Money Markets in India is an
extended and modified version of the
Ph.D. thesis which the author submitted
to the university of London in 1972.

The author has made an attempt in
this book to analyse a very important
segment of the Indian economy, namely
the rural money market., He has tried to
test many of the existing hypotheses
regarding rate of interest, pattern of re-
payment, etc on the basis of empirical
data and what is of significance is that
he finds that there is no basis whatsoever
for accepting some of these hypotheses.
Since rural money market is an important
sector of the economy which has a vital
role to play in future, it would be instruc-
tive to know the findings of the author.

dual characteristics

There is no doubt that the Indian rural
money market is characterised by duality
with both organised and unorganised
sectors operating init. On the supply
side, the unorganised sector dominates
the field even at present notwithstanding
the growth of the organised sector since
1951. The nature, composition and
operation of both sectors exhibit a good
deal of contrast. This implies that posi-
tive steps would be required to bring
about the integration of the unorganised
and organised sectors of the rural money
market.

The author found on the basis of
statistical data collected and scrutinised
that it is capital rather than family ex-
penditure which is the more significant
explanatory variable affecting the derpand
side.” This would imply that “higher
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levels of borrowing and debt are correla-
ted with larger capital expenditure, while
lower levels of borrowing and debt are cor-
related with greater family expenditure...”
The evidence also suggests the great
importance of personal security against
which loans were given. This implies the
dearth of different types of collateral in
the agricultural credit markets and the
desirability of diversifying the nature of
the cultivators’ assets with the promotion
of their income and wealth.

According to the author, the hypothe-

—BOOKS
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sis that rural interest rates in the Indian
economy are always very high is not
generally substantiated on the basis of
this study. For example, the average
rural rate varied between about 15 per
cent and 17 per cent between 1951-52
and 1961-62. As the price level during
this period went up by about 30 per cent
the fall in the real rate of interest must
have been higher. Where interest rates
as high as 20 or 30 per cent existed, the
analysis of the cost side showed that
greater risks, uncertainty and administra-
tive costs were responsible for sucha
state of affairs. This implies that mono-
poly profits in rural® interest rates must
be existing only in a few cases.

Accortding to the author, the hypo-
theses regarding positive correlation bet-
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Reviewed by
Academicus

ween income and repayment and negative
correlation between the rate of interest
and income and repayments are empiri-
cally justified. It was also seen that the
level of interest rate was inversely related
to the degree of monetisation of the rural
economy.

The author has argued that rise in
farmer’s income will enable him to accu-
mulate more and better type of assets the
use of which in the loan market is expec-
ted to reduce the rural interest rates by
reducing the risk-premium and mono-
poly profit wherever it exists. Risk pre-
mium may also get reduced in future
because of diversification of assets, adop-
tion of improved agricultural technology
and crop insurance,

bésic weaknesses

The author found the basic weaknesses
in the working of cooperative credit
societies in their poor quality of adminis-
tration and management as well as in
their inability to mobilise deposits. The
author has also asserted that the coopera-
tives failed to link the system of credit
and marketing, this failure considerably
increasing the task of promoting the
necessary integration between the organi-
sed and unorganised rural money markets.
Also, to increase agricultural productivity
and income, particularly of small farmers,
according to the author, it is necessary to
link credit to both irrigation and fertiliser
supply as well as to supervise loan-use
effectively.

Our policy in regard to agricultural
finance appears to be based on untested
hypotheses which in other terms means
certain prejudices and biases. No wonder
a policy based on such unverified founda-
tions has been unable all these years to
deliver the goods. Before we try to find
out the reasons behind a fact, we must
first ascertain that the fact exists.
Subrata Ghatak has certainly brought
fresh insight to the problem which has
been analysed all these years along tradi-
tional lines leading to the same old
conclusions regarding money-lenders, rate
of interest, cooperative credit and so on
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The study has shown that we will have to
review some of the traditionally accepted
hypotheses and reshape over policy accor-
dingly if we are to achieve worthwhile
results in the field of rural credit.

INDUSTRIAL FINANCE

The articles included in Readings in
Industial Finance provide a judicious
combination of theory and practice. The
author has done well to include appro-
priate passages from the theoretical works
of Keynes, Joan Robinson, Gurley and
Shaw, Myrdal and Goldsmith, along with
the institutional analysis and description
of the working of various “nancial insti-
tutions concerned with industries by quite
a few eminent Indian and foreign authors.
Since the book is intended mainly for the
Indian readers, naturally Indian institu-
tions and problems have received major
share of author’s attention.

Since over the last decade or two, the
problems of industrial finance have
acquired new social dimensions inasmuch
as financing methods and institutions
affect control of industry and concentra-
tion of economic power, these have
become important considerations in the
formulation of government policy towards
private industry in India and have been
an important influence in shaping the
structure and policies of industrial financ-
ing institutions. This can be proved by
drawing attention to some of the articles
in this book which has given a fairly
comprehensive coverage to the methods
and problems of industrial finance.

The author has classified the readings
into seven broad sections: capital market,
entrepreneurship, commercial banks, deve-
lopment banks, securities market, foreign

private investment and social perspective
of private industry,

Analysing the factors in the develop-
ment of capital markets, George Rosen
has shown how the structure of capital
market has varied from country to coun-
try depending upon a variety of economic
and social factors. Examining the Indian
case, the author has shown how at the
start of the programme of industrialisa-
tion private firms played a large role, how
India had unorganised money market
which met the demands for funds on
the part of the rural and poor urban
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population, an almost unrelated modern
banking system the main purpose of
which was to supply the short-term capi-
tal needs of the firms whose longer term
requirements were largely met from the
internal sources of the firms or the owner-
ship groups, and the security market
which contributed to meeting the longer

term  investment needs of only a few
firms. The author has suggested that
with  industrialisation projected on a

large scale, changes are required to meet
the needs for finance which would exceed

the capacities of the traditionally opera-
ting institutions,

Writing on the process of investment,
William Diamond has stressed the point
that the availability of finance is closely
linked to a host of other equally impor-
tant factors all of which together deter-
mine the rate of productive investment.
This means that the government which
wants to promote economic development
should be prepared to encourage the
growth of institutions necessary for such
development, to provide the kind of
legal framework they require and to
finance the policies which will induce the
volume of savings and the kind of invest-
ment it is seeking to bring about,

illuminating reading

‘The Setting of Entrepreneurship in
India’ by A.F. Brimmer is an extremely
readable and illuminating article throwing
light on India’s historical experience. The
author has argued that the managing
agency system of the industria] organisa-
tion in India was the result of efforts by
the British and Indian entrepreneurs to
overcome the limitations imposed by
shortage of venture capital and business
enterprise. He has maintained that
whereas the acts of irresponsible manag-
ing agents receive great publicity, the great
achievements of the managing agents ag
an instrument of much-needed industria}

development in the country go unheral-
ded.

Lord Piercy has surveyed the post-
Second World War trends in the theory
and practice of commercial banking. He
has pointed out that in bank lending o
clear line can be drawn between
vision of credit and
Since stocks and

et the pro-
proviston of capital,
work-in-progress are
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e!ements of capital formation, commer-
cial banks do provide their customers
with capital year after year even though
bank credit is nominally regarded as
short-term in character, The author has
noted that since the Second World War,
the commercial banking system is expec-
ted ‘to do more for financing capital for-
mation of industry than the orthodox
views on deposit banking would allow.

banking structure

.The book includes a summarised ver-
sion of the report of the study group
appointed in 1968 by the National Credit
Council. It is well-known that the group’s
recommendations  have provided the
basis of the recent official policy towards
expansion of banking. The group point-
ed out the desirability of reorienting the
strugture of banking System to increase
availability of credit tq sectors hereto
neglected, viz, agriculture, small bor-
rowers, weaker sections of the community
and exporters. The report also emphasis-
ed the need for shifting the emphasis in
lendi.ng policies and procedures from
tangible security to viability of operation
apd worthiness of purpose.
gives an idea behind the vari
which are taking
the sphere of ¢
India.

This article
ous changes
place in recent years in
ommercial banking in

. Writing on the creation
mnstitutions, Edward Neyin h
.thc .neefi for creating development finance
mstitutions and the problems of their
organisation and working. He has stress-
ed that it ig inescapable for
ment to play a crucial role in the crea-
tion of these institutions. The author has
also stressed that «“the effectiveness of
the lending programme in the circum-
Stances of underdeveloped  economies
would often require that the provision of
finance should be accompanied by proper
advice, information, general investment

consultancy, and
. > control over .
practices.” business

of lending
as examined

the govern-

Th
°re are anumber of other articles in

31(:; t;c;ok explaining the historical evolu-
on o some of . the ﬁqancial institutions

ndia and their reading certainly gives
r_ead‘ers better understanding of the func-
tioning of thoge institutions at the pre-

sent.  Articles o new issue market and
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- worth careful perusal.

“presently  developed

investment trusts by L.C. Gupta are
Who would deny
that in a country like India there isa
clear need for many more investment
trusts to bring the potential investors
from the middle class into contact with
the corporate sector? The Unit Trust of
India fills the gap only partially.

It is seen that books on financial and

banking institutions in India are not as
plentiful as on other aspects of the Indian

_economy. This poses a serious problem

for the students of banking and finance as
they are required to refer to various
articles scattered in numerous journals
often not easily accessible to many
readers. Readings in Industrial Finance
edited by L.C. Gupta would therefore
come very handy to the students of bank-
ing and financial institutions in India.

CORPORATE ECONOMY

It is commonplace knowledge that
during the 20th century 1'rge monopolis-
tic corporations have come to dominate
the national economies of developed
countries. England is no exception to
this rule. In the course of the present
century ‘“the British industry has witness-
ed a transformation from a disaggregated
structure of predominantly small, compe-
ling firms toa concentrated structure domi-
nated by large, and often monopolistic
corporations”. For example, in England at
the present, 100 corporations which now
occupy the dominant positions account
for something approaching one half of
total manufacturing output, while at the
turn of the century the largest 100 firms
accounted for just 15 per cent of output.

The author of The Rise of the Corporate
Economy has made an attempt to give an
account of how today’s giant industrial
corporations have come to supersede
small competing firms which dominated
the 19th century industrial scene of the
countries. The
author has based this study on the statis-
tical data of merger activity and indus-
trial concentration in the United King-
dom during the 20th century. According
to him, the crucial periods in the forfna-
tion of the modern industrial corporations
in the British industry were the two
decades of the 1920s and the 1960s. The
conventional explanations offered and
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generally accepted so far of the forma-
tion of industrial corporations were based
on monopoly powers and economies of
scale. But according to the author, they
offer “only partial answers to the timing
and impact of these merger waves and to
the motives of entrepreneurs.” On the
other hand Dr Hannah’s explanation of
the formation of big industrial corpora-
tions brings into focus the interplay of
many and complex factors such as chan
ges in business organisation and in mana-
gerial techniques, development of stock
market and, of course, government policy
towards industry.

The author has made an attempt to
depict the evolution of modern industrial
corporations in the United Kingdom. For
example, the number of small firms em-
ploying 200 persons or less, which was
136,000 in 1935 had by 1963 declined to
60,000, and their share in manufacturing
output over the same period was reduced
from 35 per cent to just 16 per cent. In
qualitative terms also modern corpora-
tions are different from their forebears.
Modern corporations are more diversified;
they have more complex organisational
structures; they spend more on research;
they are more likely to acquire control
over rivals; many of their products are
very different from those of previous
firms. According to the author, the
development of modern corporations is
closely bound up with ‘the second indus-
trial revolution’, the 20th century econo-
mic growth being based on electricity,
motar car and chemicals rather than on
steam, railways and textiles,

political implications

The significance of this organisational
transformation has profound political
and sociological implications. It induces
substantial changes in relationship bet-
ween government and industry; it has
brought an increasing number of workers
into the employment of large organisa-
tions; it has extended to the wealthier
middle class what the industrial revolution
accomplished for the working class by
breaking the links between family and
work which survived in the Victorian
family business but are increasingly rare
at present. In making this break, the
modern form of corporation has divorced

2l

the role of savings and investing from that
of managing and directing. The author
has rightly pointed out that “The harsh-
ness of capitalism that remains may still
bear down heavily on individuals, but
they do so less as a result of competitive
market pressures on employment and
wages, and more as a result of decisions
which emanate from a managerial hierar-
chy which has supplemented the market
as a means of coordinating market acti-
vities.”

the upshot

What is the upshot of the development
of corporate form of industrial organisa-
tion for the welfare of the community?
The corporate economy has on the one
hand created new possibilities for pro-
moting economic growth; but it has also
established an industrial structure with a
potential for severely restricting the level
of economic welfare and equitable distri-
bution of income. This poses a difficult
dilemma for modern governments, especi-
ally because it is usually difficult for
government agency to assess fully and
quantitatively either the benefits or the
costs of any monopolistic situation cur-
rently existing. The author opines that
though the promoters proclaim that cor-
porations are created for the purpose of
realising the best economic results which
both capital and labour will share to
their best advantage, the most consistent
conclusion of research on mergers over
the last fifty years is the finding that “a
large number of them fall short of the
hopes and intentions of their promoters.”
The author has not tried to analyse criti-
cally this problem and arrived at any
definite conclusion in this regard because
according to him, ‘“the wider questions
raised by this transformation lie beyond
the scope of this work...”

Industrial organisation has been under-
going rapid transformation with the con-
sequence that industrial system is becom-
ing oligopolistic or monopolistic. The
author has succeeded in explaining the
various factors responsible for the emer-
gence of corporations in the United
Kingdom in the 20th century. It is rather
disappointing that the author has not
equally critically examined the welfare
implications of this development. In spite
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of this serious shortcoming, this is an
excellent analysis worth careful study es-
pecially, by students of economic history.

UNTOUCHABILITY

The problem of untouchability has
been defying all the concerted legal,
social and economic efforts to solve it.
Before further steps are taken, it is neces-
sary to take stock of the situation that
exists and the results achieved so far in
our efforts to remove untouchability.

Untouchability in Rural Gujarat con-
tains a descriptive account of this
scourge in rural Gujarat. It makes an
attempt to find out the extent and the
manner in which untouchability is practi-
sed in rural Gujarat. Since untouchabi-
lity is a universal problem in India, the
findings of this study would give readers
an idea of the extent and manner to which
it is still practised in India and the
fruits which attempts at removing un-
touchability have borne so far.

Untouchability, manifests itself in
the avoidance of physical contact with
persons and things. According to the
author, the sense of physical contact is
the crux of untouchability. If this dis-
appears, the author would not mind even
if the Hindus do not change their beliefs
and mental attitudes. He feels that his
enquiry affords grounds for holding such
a view.

marked differences

As regards practising of untouchability,
the author observed marked differences
in the private sphere and in the public
sphere. Barring practising of untouchabi-
lity in village panchayats, he found that
untouchability in the sense of avoidance
of physical contact is no more practised
and therefore no more a problem in the
public sphere. He found that in rural
Gujarat untouchables are not discriminat-
ed against in the public sphere.

In regard to practice of untouchability
in the private sphere, though it was widely
practised, there however were differences.
For example, untouchability is very
widely prevalent in regard to cultural
matters such as temple entry. It is equal-
ly widely prevalent in the domestic
sphere. Butin the occupational sphere,
the author observed significant breaches
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in practising of untouchability. But even
in these matters certain castes (the bar-
ber and the potter) seem to be observing
untouchability to a great extent, while
some other castes (for example, tailors)
seem to be softening down. One reason,
according to the author, may be that
tailoring is becoming ‘an open occupa-
tion’. All castes, higher and lower are
taking to this occupation.

The other point in regard to occupatio-
nal activity is in regard to restrictions on
the untouchables in the choice of activi-
ties. It was found that untouchables are
being recruited for house construction
purposes even by caste Hindus. This is
probably because of shortage of labour.
But even here there are many ‘ifs’ and
‘buts’. The tragic part is that even if
sometimes the high caste Hindu emp-
loyers may not mind, the lower caste
Hindu employers may not permit untouch-
ables to work in certain parts of the
house.

role of education

The author’s further enquiry into the
occupational sphere showed that bhangis,
chammars and khalpa are all still follow-
ing their lowly traditional occupations,
though younger generation is trying to
give up some of their ancestral occupa-
tions. The general trend in occupational
change by untouchables is to take to
activities which did not exist at the begin-
ning of the 20th century. These changes
are the product of economic, political
and technological developments outside
the rural areas. These activities require
some skills. The untouchables are trying
to acquire these skills through education.
What is needed therefore, is spread of
education among untouchables. The
author has observed that ‘‘the resistance
to employment of untouchables both in
private and public spheres may not be
so much due to the belief in untouch-
ability as due to scarcity of jobs which
is obviously due to slow rate of develop-
ment.”” This means the real breakthrough
will come through economic development,

As regards practice of untouchability
in the public sphere, the author found
that except in panchayats, untouchability
no longer presented a problem. In pri-
mary schools, it was found not to exist,
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It appears that younger generation, parti-
cularly the educated among them, appear-
ed less untouchability-minded even out-
side the schools. But in panchayats, it
is obvious that adult culture prevails
and the status acquired by untouchable
members due to political position is
practically nullified by illiteracy, econo-
mic dependence and numercial weakness
of the members. The author observed
that in the public sphere the Hindus do
not observe untouchability not so much

because they have become more liberal

in their attitude, but because they are
compelled to adjust their behaviour to
the compulsion of changing situation,

irrational element

Thus the upshot of the author’s enquiry
is that in rural Gujarat, untouchability is
strong in religious and domestic spheres;
it is less strong and is weakening in the
occupational sphere; and it is not at all
a problem in the public sphere. This
dual nature shows the role of irrational
element in human behaviour,

What are the steps that require to be
taken to remove untouchability in rural
?reas? According to the author, one way
is preaching rationality and exposing the
irrational elements in human behaviour,
The other way is through the law with
all the limitations of its enforcement in
a country like India. The author has
suggested that the enforcement of law
against untouchability should be entrust-
ed to untouchables themselves. Volun-
tary organisations and political parties
will have to create awareness against
untouchability especially in rural areas.
The untouchables must be made politi-
c'ally conscious so that they are in a posi-
tion to assert their civic rights. The
tbird remedy and possibly the most effec-
tive would be, according to the author,
economic  development which would
create more job opportunities jn ruralé
areas of the type in which considerations
of caste, religion, etc become irrelevant.

The findings of the author from his
st}ldy of untouchability in rural Gujarat
will be found valid for other states also
a5 untouchability is a universal phenome-
oon in India. 1t is a deep-rooted evil
wh}ch has entrenched itself firmly in the
attitudes of the people in rural areas
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where the spread of literacy is still extre-
mely limited. If the evil is to be uprooted,
it will have to be attacked on all fronts
and even then it is doubtful if this an-
cient evil will get unrooted as quickly as
one would wish. Though education and
economic development are the really effec-
tive remedies against untouchability in
India, mere reliance on them will take
very long time before untouchability dis-
appears. While therefore persuasion and
}force of law must go hand-in-hand, it
may be presumed that force will have to
play at least for some time to come
a major role in the uprooting of this
age-old evil which even at present exhi-
bits jtself in varied forms in the day-to-
day lives of most people in rural India.
Drastic diseases require drastic remedies!

BRITISH ECONOMY

The decline of Britain after the Second
World War has been rapid. If at one
time it was Turkey that was called the
sick man of Europe, that epithet now
aptly applies to Britain. What is
wrong with Britain? Why is her econo-
my stumbling and crises-ridden? Why is

the pound sterling, once the stablest
currency in the world and avidly sought
after by nations as the reserve currency
sliding down vis-a-vis not only other
western currencies but even in relation to
Indian rupee, and is being suspiciously
looked at as a reserve currency? What
has gone wrong with her balance of pay-
ments so much so that even the western
dominated International Monetary Fund
should hesitate to make a loan and insist
on stringent conditions for granting it?
Where did the rot start? When? Who
were responsible for it?  Maladies such
as these are not caused by fortuitous cir-
cumstances but are embedded deep in
some long-standing developments. If a
nation is to be set on the right path after

¢ reversing the declining trend, there natu-
rally should be a thorough, dispassionate
and objective analysis of the state of .the
economy and of the causes of its decline.
It is only on the basis of such a critical
and correct appraisal that right policies
can be evolved enabling the country to
come out of the stagnating or deteriora-
ting condition and regain the status or
eminence which is its due.

In Britain’s Economic Problems, Robert
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Bacon and Walter Eltis have made
an attempt to analyse the trends in the
British economy during the post-war
years and especially in recent years, their
central proposition being that part of the
economy produced a surplus that makes
it possible for the remainder sectors of
the economy to function.

root of malady

The authors find the root of the
present economic malady in the rela-
tively declining number of workers
being engaged in various industries
that produce marketable goods, where-
as growing number of workers are
being employed in public services which
produce nothing at all that could be sold
at home or overseas. Not only this but
the needs of capital equipment, imports
and durable consumer goods of the
employees in the public sector have to
be largely met from declining industry.
Thus a very great structural shift in
employment has occurred in the British
economy since about 1951, The authors
have shown that employment outside
industry increased by over one-third rela-
tive to employment in industry from 1961
to 1974 and this increase was most rapid
in the public sector.  The increase in
employment to provide more public ser-
vices continued through boom and reces-
sion, and until 1975 each increase was
permanent, so that workers taken on in
recession were not available for industry
in subsequent years,

One reason why public sector
employment could be expanded parti-
cularly rapidly was that extra jobs
could be provided without an imme-
diate need for extra capital investment.
More workers could be fitted into exist-
ing offices. In industry, in contrast,
extra workers will be taken on only if
there is additional machinery with which
they can work as the high cost of present-
day labour can normally be covered—
and industry must cover the cost of an
extra worker through extra sales—only
if workers have a considerable amount of
machinery with which they can operate.
The extra workers were therefore drawn
into the public sector because all wanted
improved social services and also because
to increase public sector employment
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appeared a cheap and socially desirable
way of achieving full employment in
times of recession. The departments of
Education, Health and Environment found |
it easier to persuade the Treasury to '
approve their expansion plans at such?
times.  Thus the authors have argued
that it is the public sector activities which |
do not provide marketed output that put
particular pressure on the resources of the
remainder of the economy, that is, mainly
on the industrial sector in the case of
of Britain. This has two distinct
effects. It reduces the economy’s market-
ed output, and at the same time it in-'
creases what producers must give up out
of a diminished total to supply the needs
of non-producers.  The authors have
maintained that expansion of service
sector of the British economy (i.e. non-
market sector) was one of the world’s
fastest.

adverse effect

The increase in expenditure on the service
sector has produced both kinds of adverse
effects. Attempts were made to finance
this expenditure at the expense of workers’
consumption. But workers did not ac-
quiesce in this, so wage inflation accelerat-
ed unemployment and income policies‘
had to be made increasingly strict. The |
workers managed to pass the bulk of:
extra taxation on to companies, who
therefore had to pay for the expanding
non-market sector. Companies respond-
ed by investing less so that the British
economy suffered from declining market
sector employment.  Britain, according
to the authors, is therefore, suffering from
both growing structural unemployment
and a situation where incomes policies
have to be tougher or unemployment
higher than before to contain inflation.

The question ‘Can economies have
simultaneously zero growth, rapid infla-
tion, substantial unemployment and a
balance of payments deficit?’ was set
in Oxford. The undergraduates answered
that this combination of failures is pos-
sible only in an undeveloped country.
This has now been achieved in Great
Britain.

This is the gist of the thesis put for-
ward by the authors in this work. But
the style of analysis and presentation is
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~ typically Anglo-Saxon, roundabout and
. indirect and mixing various threads of
- arguments at one and the same time,
; creating a sort of confusion in the minds
of readers though the basic proposition
which is sought to be put before the
readers is pretty simple.  Lucidity is
certainly not the strong point of these
authors.

One would also question their hypothe-
sis that it is this lack of balance between
market-sector and non-market sector of the
British economy that is responsible for the
tragic decline of the British economy. The
argument is superficial, for the restoration
of the balance would not necessarily put the
British economy on the road to prosperity.
Ultimately it is the British resources that
would determine the rate of growth, and
the entire development of the British
economy during the 18th and 19th cen-
turies or even upto the beginning of World
War I had come to be based on cheap raw
materials which the British cconomy could
obtain from her colonies such as India
which were under the British political
subjugation. Once this source dried up,
Britain has come to accupy the position
which nature destined for it, Only a deve-
lopment such as massive oil-find in the
North Sea can rescuc the British economy
from the present doldrums. One very
much doubts whether a little shift of
resources from service sector to the
market sector can do the trick.

DULL DROSS

The word ‘poverty’ seems to have a
sort of vicarious attraction for the
Indian authors who must therefore try
to project the word on the title page,
whether it is meaningfully apt and aes-
thetically elegant or not. H.K. Parinjape’s
book “Poverty of Policy’ is a case in
point. Publication of the book which is
nothing more than “a collection of essays
written over a period of about ten years”
suffers from a number of serious defects
. inherent in such a publishing venture.
Many erticles are likely to lose their
relevance especially if they are read in a
radically different environment, (such as
that in India since the declaration of
emergency), when many of the policy-
trends are likely to be reversed. Also a
collection of such articles contains only a
sectoral analysis and gives out just a bit
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of thinking of the author, thus depriving
the reader of an integrated picture of a
situation spread over a decade or of the
thinking process of the author. H.K.
Paranjape’s book contains all such
lacunae and pitfalls making the reading
of the book a dull and drab exercise
rather than stimulating intellectual ex-
perience which one hopes from the author
who has varigated experience and who
was involved in some of the policy-
making decisions about which he has
written in this book.

Of the three parts, the first is on
‘Economic Policy’ containing seven arti-
cles which, according to the author, are
of comparatively recent origin and there-
fore of practical relevance even in the
changed context.

poverty of thought

The first articles, ‘The Poverty of
Policy’ (which incidently provides the title
to the book) is a sort of rambling dis-
course repeating what has been said and
written upon umpteen number of times
by eminent and sundry on the gather-
ing economic crisis. He prescribes
that ‘““‘we confine the use of discre-
tionary controls to a comparatively
small number of major decisions. For
other purposes, it would be better to use
monetary and fiscal devices and also the
control that the state can indirectly
exercise as a major shareholder and
banker,” the use of prices mechanism
and profitability (“which is not to be
dismissed as a capitalist aberration”), and
decentralisation “‘with more powers being
conferred on regional and local authori-
ties for developmental programmes” is
nothing but a hotchpotch of policy frame-
work and ‘poverty of policy’ (to use the
author’s own phrase) against which the
author proposes to raise his voice,

The one recurring theme of the author
in this part of the book is that government
must have an incomes policy. The author
has maintained that fixing of ceiling on
emoluments was a step in that direction,
that the first Pay Commission was the
main culprit setting the train along wrong
lines, and public ownership can be used
in various ways in which income distriby-
tion can be changed in a more egalitarian
direction.  According to him, «jt js
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necessary that a rational policy and well
designed instruments for its implementa-
are adopted.” One is amazed at the
naivete of the author’s treatment of the
incomes policy. Is he not aware of the
ramifications of such apolicy in a vast
and predominently agricultural country
like India with the type of administrative
machinery which he rightly berates? Has
he not observed the antics which are
going on even in a disciplined country
like England in the name of incomes‘(v,
policy? The same sort of banalities
Characterise the other articles in this
section. In fact, one finds it difficult to
fathom the mind of the author and one
wonders whether he has himself a fully
worked out and integrated framework
with which to analyse the various
problems confronting the country. The
contradictory lines of thinking which the
author often adopts betray an absence of
such a framework. Mere cavilling at
whatever the government does appears
to be the main refrain of all the articles.

reversal of policy

Part two of the book includes papers
and addresses on different aspects of the
government’s industrial policy. Various
aspects of the policy relating to private
sector industries were subjected to criti-
cal scrutiny during the sixties.  For
example, there was the Mahalanobis
Report on the Distribution of Income
and Wealth, the  Monopolies Inquiry
Comn’_nssion, feport prepared by R.K.
Hazari and so on. The author is critical
that there is ““a slow but steady reversal
f’f the policy package of 1970, There
is “less emphasis on ‘self-reliance’ and a
softer approach to foreign capital and
f:ollaboration. There is no talk of break-
ing up larger houses or of curbing their
further development ag such.”  The
author wants that even fundamental

structural changes must be brought about®:

in the industrja] system even when the
cou.ntry faces crisis. But did not the
Pohcy fldvocated by the author bring the
industrial march of the country practically
to a halt during early 1970s? Has not the
reversal of the policy against which he
complains achieved for the country subs-
tantial results? Developing  countries
like India cannot afford the luxury of
adherence to a dogmatic policy laid down
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by academicians sitting in their ivory
towers.

The third part deals with the problems
of administrative change. The author has
pointed out the various administrative
bottlenecks for which the government is
again held responsible..

Poverty of Policy is itself characteris'ed
by poverty of which the author is persis-

Maintenance

tently complaining. The articles indicate
neither the analytical rigour of an acade-
mician, nor the touch of practical wisdom
of a policy-maker. The author goes on
repeating  platitudes in a vapid style
making the reading of the book extremely
dull without any compensation either by
way of intellectual stimulation or the
lesser pleasure of enjoyment of delect-
able prose.

management

Design-out-Maintenance & Iustrument Aids : Durgesh Chandra; Universal Eook
Corporation, Bombay and Instrument Association of India, Bombay; Pp 281+

99 Diagrams; Price Rs. 62.50

THE ROLE of maintenance to aid pro-
ductivity and optimum utilisation of
assets and resources is not yet well recog-
nised in the developing economy of our
country. In this context, th> publication of
Design-out-Maintenance is welcome. The
author propounds the theory that a major
part of mainteaance of the p'antand machi-
nery can be done while the machine is on-
stream. According to him, the scheduled
maintenance or periodic maintenance is a

Reviewed by K.K.Varshney

costly system where the machine is taken
out of productive services for overhauls.
The author’s analogy that the human
body which is the most efficient machine
ever invented or produced so far is main-
tained while the machine is in operation
and that sophisticated machinery in indus-
trial activity can be treated the same way
thereby reducing down-time and increas-
ing machine’s productive capability, is
understandable, This naturally brings

diagnostic approach to problem solving
in maintenance. With the aid of such
instruments as vibration analysers, radio-
graphy and flaw detectors which are well
illustrated with practical examples and
case studies and their principle of working
and their application, the theory is
expounded in clear terms.

basic need

For any function to be controlled, it
is imperative that parameters should be
determined to measure it. The author is
credited with the treatise of the methods
of measuring maintenance effectiveness
and the principle of Designing-Out-Main-
tenance to meet the specific and specified
requirement of any industry—the basic
need being to keep the volume of
maintenance as minimum as possible
at optimum level of performance.
The measurement of safety effectiveness
is yet another new parameter developed
by the author to demonstrate how this
can be an important function of the
maintenance manager in increasing pro-
fitability and productivity of the unit.

Any industry employing machines
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would stand to gain when wear and tear
of rotating or moving parts is reduced
. and when non-destructive methods of
- testing of materials are employed and
; maintenance is measured, planned and
- controlled. It is brought out in the trea-
tise how it can be done.

Any industry is basically run for profit,
~ for quality production of items of its
choice and to meet the needs of the
market. With this prime objective, the
financial considerations alone dictate all
activities, including maintenance. Unless
the maintenance manager is able to bud-
- get and organise, he and his department
should be ready to play a subservient
role. Therefore, chapters on budgeting and
organising have been given due import-
ance and have been exhaustively covered.

An industry uses machines, materials

and energy in the process of manufac-
turing. The chapter on Efficiency Drive
in utilities covers some aspects of heat,
electric power, steam and water but the
treatise seems to have turned sketchy here.
The materials management covers only
the inventory control for quantity and
quality and completely passes over the
importance of materials movement and
handling needs and rationalisation of
their planning. Human resource planning
and skill training and development, of
course, have not been dealt with at all.
However, some compensation is provided
in illustrating some of the modern techni-
ques such as the Queur Theory, The PERT
Technique and Tribology. On the whole,
the book will do well to broaden the out-
look of maintenance engineers and help
them in achieving wider responsibility
encompassed within the function.
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COMPANY MEETING

Delhi Cloth & General Mills Co., Ltd.

Speech of the Chairman, Board of Directors
Dr. Bharat Ram

Following is the speech of Dr. Bharat Ram, Chairman, Board of Directors delivered
at the 88th Annual Meeting of the Company held on December 28, 1976 at Delhi.

Ladies and Gentlemen,

I have great pleasure in wel-
coming you to the 88th Annual
General Meeting of your Com-
pany and wishing you alla
happy new year. The Direc-
tors’ Report and the Audited
Accounts for the year ended
30th June, 1976 have already
been circulated. The Directors
have recommended the maxi-
mum dividend permissible.

v The results must appear to

“be disappointing but by and
large it has been due to the
bad situation in textiles. AslI
mentioned last year textile
industry in the country is in an
extremely difficult position.
In the last one year there has
been price rise of cotton by
almost 60 % whereas those of
cloth have hardly gone up by
59. This single factor coupled
with the burden of the control-
led cloth obligation on which
there is a loss of over one
rupee per square meter, has
created a crisis in the textile
industry. Our textile mills are
no exception. In spite of some
corrective measures like per-
mission for imports of non-

£gotton fibre, situation has not
improved. More and ~more
mills are becoming sgck and
closing down. Itisa pity that
the Government has not given
urgent attention to the pro-
blems of this industry.

When we last met in Decem-
ber, 1975 some beneficial
results of the 20-Point Pro-
gramme of the Prime Minister
were becoming menifest, parti-
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cularly, the restoration of
discipline in all walks of life
and a new sense of confidence
in the economy. In 1975-76
the production of foodgrains
touched an all time high figure
of over 118 million tonnes and
even a buffer stock of 18 mil-
lion tonnes has been built.

Dr. Bharat Ram

Improvements were also recor-
ded in generation of electricity,
production of steel, coal and
fertilisers etc. Inflation was
contained. Exports also re-
corded a satisfactory growth of
over 189%,.

However, in spite of this
satisfactory record today the
economy by and large is not
in too healthy a condition.
Even last year, in my speech I
had said “It will be dangerous
to place undue confidence in
some narrow and random indi-

-required is to

cators which may suggest that
the economy is poised for
faster growth™,

To start with, in spite of
good agricultural harvest, we
are still short of some of the
vital agricultural commodities
like cotton and oilseeds on
which depend a fairly large
chunk of our industrial eco-
nomy.,

The Government is disturbed
with regard to the possibility
of inflation starting again.
However, the price rises which
have taken place since March,
1976 have been largely due to
the rise in prices of cotton,
edible oil and to a small extent
sugar. In fact, even the Go
vernment recognises that more
then 75% of the price rise has
been due to these three com-
modities. Therefore, what is
contain the
prices of these commodities.
Government must import large
quantities of edible oil and
cotton and if necessary, incur
some loss to bring down the
prices to a reasonable level. In
the case of sugar, unless the
prices of sugarcane are reduced
and there is some control on
the production of gur and
khandsari, the sugar industry
can hardly be responsible for
increase in prices. The Go-
vernment can also release
more sugar to keep the
prices to a reasonable level.
In order to prevent the prices
going up, the Government is
concentrating more on strin-
gent money policies, which un-
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fortunately are affecting indus-
tries in general, while the price
rise is largely due to the high
prices of cotton and edible
oils.

It is true that there has been
a substantial increase in money
supply. Normally, with so
much increase in money sup-
ply, there should have been
an upsurge in demand, but the
fact of the matter is that there
is hardly any industry, which
is not loaded with excessive
inventory. Barring a few in-
dustries, the profitability in
most industries has deteriora-
ted considerably, which has
resulted in poor cash flow
position of the companies. A
good part of the increased
money supply has been absor-
bed by higher inventories in
steel, coal, cement and in many
other industries.  Secondly,
the borrowings by companies
have increased because of
lower internal resources gene-
ration due to lower profitabi-
lity. The short point that I
would like to make is that
in spite of increased money
supply demand has not picked
up and unless demand picks
up industrial growth andem-
ployment cannot take place.
We seem to be caught upin a
vicious circle. It is very neces-
sary that adequate investments
take place, otherwise in 3-4
years, we shall find shortages
taking place. But in the pre-
sent condition of the capital
market and the not too healthy
state of existing industries, it
would be too optimistic to
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- expect large investments, With
the high rates of fixed deposits
whether in the banks or with
companies together with the

low profitability in industries,
~ it would be futile to expect the
capital market to become
active. In my humble opinion,
in order to revive the economy
and to generate employment,
I would suggest a few urgent
steps:

—firstly, if the Government
does not wish to reduce inte-
rest rates then the rate of
corporate tax must be brought
down by at least 10 per cent,

—secondly, excise duties and
import duties by and large
should be reduced considera-
bly, particularly on basic raw
materials. These reductions
will bring down the prices of
finished products, stimulate
demand and in the long run
would also increase revenues
~of the Government through
increased production.

—thirdly, Government ex-
penditure, which in spite of
the proposals in the Fifth Five
Year Plan has not increased
very much should be stepped
up, particularly in construction
and transport fields, which¥
have a big potential for em-
ployment,

I am convinced that the re-
duction in excise duties, import
duties and corporate tax will
yield good results, not only
for development, but will also
as I have said earlier not reduce
the Government revenues.

I have no intentions of pain-
ting an over pessimistic picture
of the situation and yet one
cannot deny that the future
investment and development
is dependent on the health of
the existing industries.

We have entered a new
phase in the economic life cycle
f the country and must now
ake positive measures to pro-
pote investment and growth
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than to have excessive concern
with other factors which are
in the ultimate analysis coun-
ter-productive in nature. The
Government, [ am sure is
aware of some of these pro-
blems and I have every confi-
dence that it would be taking

suitable measures to revive the
economy.

Every effort is being made
in our own industries to im-
prove the profitability and I
have every hope that in the
running year we should be
better than last year.

In the end, I would like to
thank all our employees for
the hard work which they have
put in.

Note: This does not purport to
be a report of the pro-
ceedings of the Annual
General Meeting.

YEARS

o~
IN THE SERVICE OF
THE NATION

THE NATIO

A
WIRES CABLES
OEPENDABLE-DURABLE

MORE POWER
AT HOME
AND ABROAD WITH
NICCO CABLES

For well over three decades we have been
manufacturing cables and are thoroughly con-
versant with the business of power transmis-
sion and distribution. Our expertise and expe-
rience has enabled us to satisfy the exacting
demands of high quality both at home and
abroad.

» BRANCH OFFICE: 49, Wallajah Road,

Madras-
SALES OFFICE: 3-6-14.7, Himayat Nagar, Hydsrzggga 64 )

i . Buxi Bazar. Cuttack. s?l‘('a ;‘iagore Marg,
AGENCIES DIRECT: :
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indors. Pension Lane
Floor. A. T. Road, Gauhati
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CABLE CO. OF INDIX t"l\'-lg.ED

NICCO HOUSE: 2, HARE STREET, CALCU
; DIVISIONAL OFFICE: Kashmere Gate, Post Box No

Ahmedabad, Bangalore, Bom
aw, Patna, Trivandsum,

Y9SINUVAIS

TTA-700001

. 1644, Delhj. 110005,

a Building,

bay. Jaipur, Kanpur.
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Import Policy
Liberalised

HE UNION government has
further liberalised the import
policy by placing 23 iron and
stee] items on Open General
Licence. It has also been
decided to grant direct licences
for the import of polyester,
viscose and polynosic fibres
to more categories of actual
users. Of the 23 iron and steel
items placed on OGL, import
of six items will be canalised
through SAIL Internation-
al for meeting its requirements
of actual users who will not
be allowed to import the same.
The remaining 17 items can be

yimported by actual users regis-

tered with concerned govern-
ment organisations.

The items canalised through
SAIL are: Alloy steel strips
(hot rolled) excluding stainless
steel strips, high speed steel
strips and those specified at
serial numbers 1 to 20 of
schedule D to appendix 41 of
the Red Book (Volume 1) for
1976-77; tin mill black plates
for the manufacture of prime tin
plates and for tin cans (0.24mm.
and thinner); ship-building
quality plates—Lloyds grades
B,D,E, AH-36, DH-36 and

»JEH-36; ship-building quality
“sections—bulb flats, angles, and

plates, bars, structurals and se-
mis in Lloydes grades A,B,D,E,
AH-36, DH-36 and EH-36;
dynamo grade non-grain orient-
ed (CR NGO) electrical steel
sheets strips in coils—in sizes
above 1,000 mm for the manu-
facture of large dynamos and
generators, in all sizes for her-
metically sealed motors; and
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transformer grade cold rolled
electrical steel sheets strips in
coils (CRGO/CR NGO).

The 17 items which can be
imported by actual users
are: Ferro-cobalt; ferro-nickel;
ferro-titanium in powder form
to specification 15460-1962
grade 1. Titanium 30 per-
cent minimum; aluminium 2.0
per cent maximum; carbon 0.1
per cent maximum; silicon 2.3
per cent maximum; sulphur
0.03 per cent maximum; phos-
phorus 0.1 per cent maximum;
ferro-silicoaluminium;  ferro-
zirconium; ferro-selenium; sta-
bilised ferro-boron with alumi.
nium and titanium; (e.g. grai-
nal or batsalloy) ferro-molyb-
denum in powder form to
specification IS 406-1962;
molybdenum 65.70 per cent;
carbon 0.03 per cent maxmum;
silicon 1.5 per cent maximum;
sulphur 0.05 per cent maxi-
mum, aluminium; 0.50 per cent
maximum; copper 0.5 per cent
maximum; phosphorus 0.50
per cent maximum; ferrow
tungsten in powder form to
specification IS 460-1962.
Tungsten 74.82 per cent carbon
1.0 per cent maximum; silicon
0.5 per cent maximum; manga-
nese 0.50 per cent maximum;
phosphorus 0.77 per cent maxi-
mum; sulphur 0.06 per cent
maximum; ferro-nickel in
powder form to specification
IS 460-1962.

Non-cobalt bearing  high
speed steels of all grades (a)
Rounds: (i) below 3 mm dia
and (ii) above 160 mm dia (b)
Squares: (i) below 100 mm,
(i) above 26 mm to below 40
mm (iij) 40 mm to 120 mm

(c) Flats: (i) below 16 mm
width and (ii) above 160 mm
width,  Cobalt bearing high
speed steel of all grades to the
categories and sizes mentioned
above. Alloy tool steel includ-
ing die steel sections other
than die blocks—(i) rounds
above 250 mm dia; and (ii)
other sections above 250 mm
wide. Die blocks (including
oil hardening. non-shrinking,
high chrominium die blocks
and round die blocks). (a) of
maximum width 750 mm and
cross section above 230,000 sq
mm (b) of width above 750
mm. Hot or cold rolled high
speed steel strips, sheets, plates

or sheets in coils.  Alloy tool
steels (including die steels)
sheets, plates and sheets in

coils. Hardened and tempered
strips for watch, timepiece and
clock springs only (thickness
0.09 mm to 0.460 mm only
and width 1.00 mm to 19.00
mm only) with naturally
roundad edges.

Import of Polyester

So far as direct import of
polyester, viscose and polyno-
sic fibres is concerned, the
following categories will also
be eligible for licenses : Units
holding registration certificates
issued under item No 23 (1),
23 (3) or 23 (5) of the first
schedule to the Industries
(Development and Regulation)
Act, 1951; and ail cotton,
woolen, art silk units registered
with the Textile Commissioner,
Bombay, and holding permits
under the various textile con-
trol orders issued by the Textile
Commissioner, including co-
operative societies of power-
loom owners whose looms are
covered by permits issued by
the Textile Commissioner.

It has also been decided to
allow import of ‘viscose tow’
in addition to viscose and poly-
nosic fibres.  Accordingly, all
licences issued for import of
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viscose and polynosic fibres
will be automatically vatid for
viscose tow and it will not be
necessary for the actual users
to approach the licensing
authorities for specific endorse-
ment on import licences in this
regard. With a view to keep-
ing a close watth on the
demand and availability of
polyester fibre, it has been
decided that actual users hold-
ing import licences for this
fibre should send fortnightly
reports regarding  contracts
effected and actual imports
made to the Textile Commis-
sioner.

Caltex Takeover

The President on December
30 promulgated an Ordinance
providing for the acquisition
of the shares of Caltex Oil
Refining (India) Limited and
for the acquisition and transfer
of the right, title and interest
of the Caltex (India) Limited
in relations to its undertakings
in India.  Following promul-
gation of the Ordinance,
450,000 shares of Caltex Oil
Refining (India) Limited, were
on December 30 transferred to
the government of India
The shares were received
by Mr B.B. Vohra, Secretary.
ministry of Petroleum on behalf
of the President of India from
Mr F.H. Lavenhagen, Vice-
president of Caltex (India)
Limited. The government has
subsequently issued a notifica-
tion translerring the right,
title and interest of the Caltex
India Limited in relations to
its undertakings in India to the
government company—Caltex
Oil Refining (India) Limited.

With the take-over of Caltex
Oil Refining (India) Limited
nearly 26.9 million tonnes of
refining capacity in the country
out of the total 27.40 million
tonnes would be in the public
sector.  The only refinery
which now remains outside
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government control is the small
500,000 tonne unit of the Assam
0il Company at Digboi and
negotiations for its take-over
currently in  progress.
Under the agreement reached

. earlier between the government
~ of India and the Caltex Petro-

leum Corporation of the US, a

_net sum of Rs 13 crores is to

. in five instalments

* delivery.

be paid in US dollars to the
Caltex Petroleum Corporation
for the
acquisition of their refining and
marketing assets and operations
in India.

Sterling Rate

The Reserve Bank has revised
its rates for the purchase and
sale of pound sterling for spot
The new rates are:
buying £6.6007 per Rs 100

(corresponding to Rs 15.15 per

£), selling—£6.5574 per Rs 100
(corresponding to Rs 15.25 per
£). The buying and selling rates
have been so fixed as to yield a
middle rate of Rs 1520 per
pound. The Reserve Bank will
continue to buy forward ster-
ling for delivery up to nine
months at rates to be deter-
mined, as hitherto, by adding
amargin of £0.0125 per Rs 100
per quarter or part thereof of
its spot buying rate. Accord-
ingly, the forward rates would
be £6.6132, £6.6257 and £6.6382
per Rs 100 for delivery up to
three month, six months and
nine months, respectively.

Assistance from
Norway

Norwegian government has
agreed to give an assistance
to the tune of 25.3 million
Norwegian Kroners (Rs 4 crores
approx.) to India in the form
of fertilisers. A plan of opera-
tion was signed recently by
Mr P.S. Kohli, Joint Secretary,
department of Agriculture and
Mr Carl Anonsen, Counsellor
of the Norwegian Agency for
International ~ Development.
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This aid is in -pursuance of an
agreement signed in June, 1973
between the government of
India and the government of
Norway according to which the
former received fertilisers to
the extent of about 100 million
N. Kr during 1973 to 1976
as gift.

Indo-Soviet Trade

The Indo-Soviet trade plan
for 1977 envisages a total turn-
over .of Rs 900 crores which
represents an increase of about
nine per cent-over the 1976 level
of Rs 827 crores. The trade
protocol for 1977 was signed
by Dr P.C. Alexander, Foreign
Trade Secretary, and Mr LT.
Grishin, Soviet deputy minister
for Foreign Trade, on behalf of
their governments, on Decem-
ber 28. The new plan, how-
ever, does not include crude
oil supply by Russia and

matching exports from this
country. It is stated that
arrangements in this regard

would be finalised by the end
of February and the total turn-
over then would cross the
Rs 1,000-crores mark.

The Soviet delegation during
the trade talks had offered to
supply 5.5 million tonnes of
crude spread over a period of
four years, commencing with
one million tonnes in 1977
and the remaining quantity of
4.5 million tonnes equally
distributed over the next three
years. The Indian team offered
to supply pig irron and steel
products. Under the protocol,
specific provision has been
made, for the first time, for the
export of machinery and equip-
ment from projects set up with
Soviet assistance. The Heavy
Engineering Corporation will
export items worth nearly
Rs 5 crores to the Soviet Union
in the year 1977.

The USSR has agreed to
supply increased quantities of
petroleum ~products, sulphur,
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various non-ferrous metals and
selected engineering  goods.
India, on its part, will export
increased quantities of automo-
bile storage batteries, hand
tools, aluminium power cables,
electronic instruments, compu-
ter software, drugs and medi-
cines, paints, detergents, cos-
metics, tyres, finished leather
in addition to leather shoes,
readymade garments, knitwear,
carpets and jute goods, Besides,
a provision has been made
in the protocol for export of

new items such as machine
tools, medical  instruments
aluminium foils and wool
veneers.

Industry in Backward
Areas

The working of the scheme
of investment subsidy for pro-
motion of industrial develop-
ment in backward areas was
reviewed by a  high-level
coordination committee, presi-
ded over by the minister for
Industry, Mr T.A. Pai. The
procedure for the scheme has
been revised and the new pro-
visions will become operative
from January 1, 1977. Some
of the important changes in
the scheme are : (a) According
to the present procedure,
various  disbursing agencies
prefer claims to the depart-
ment of Industrial Develop-
ment for reimbursement of the
Central Investment Subsidy.
Under the revised procedure,
alt disbursing agencies will pre-
fer their claims to the state
level committees, who, after
scrutiny and verification etc.
will prefer a consolidated claim
to the department of Industrial
Development for reimburse-
ment. The full responsibility
for verification of the claim
and answering any audit
objections etc. will now vest
in the state level commitiee.
This procedure is expected to
reduce considerably the time

lag involved in the submission
of the claim and reimburse-
ment to be sanctioned by the
department of Industrial Deve-
lopment. (b) In the original
scheme, provision had been
made for the payment of
Interest on the amount of
claims from the day of dis-
bursex'nent by the disbursing
agencies to the date of reim-
bursement by the department 6. #
Industrial Development. This
provision has been deleted in
the manual as it is not normal-
ly an accepted practice. (c) In
the original scheme, substantial
§xpansi0n had been defined as
Increase in the value of fixed
capitnl investment of an indus-
trial unit by not less than 25
per cent. This limit is now
being reduced to 10 per cent
only in the manual. (d) Bya
new provision in the manual,
units which move from metro-
politan cities and other deve-
loped areas to backward areas
eligible for investment subsidy
are also being made eligiblcb“
for payment of subsidy. This
1s expected to help dispersal
of the industry from congested
areas to backward areas,

Cash Subsidy

() Under the

scheme,
where a unit h

as not com-
menced production, it is eligible

to draw subsidy at 50 per cent
of the amount admissible and
the balance 50 per cent on
commencement of production.
By a separate provision, the
state level committees ’have
been authorised to pay 85 pe
cent of the subsidy admissible
10 a unit in as many instal-
men.ts as the committee may
decide and the balance 15 per
cent on commencensent of pro-
duction. This has been done to
enable the unit to recejve a
1argfar quantum  of subsidy in
the initial stages before com-
mencement of production. (f)
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Among the industries eligible
for investment subsidy, hotel
industry is not at present
included. This industry is now
included as one of the eligible
industries  for  investment
subsidy. (g) The determination
of the essentiality as regards
the extent of land and factory
buildings including floor space
of the factory building requir-

)edfor the industrial unit for
purposes of the subsidy has
been left to the full discretion
of the state level committee.
(h) The need for defining the
sseffective steps’ has also been
dispensed with.

The central government’s
scheme of investment subsidy
for industries to be set up in
backward areas has been in
operation since 1971. An out-
right investment subsidy of 10
per cent of money spent on
fixed capital such as land,
building and plant and
machinery  was  originally
allowed. It was raised to 15

oper cent from March 1, 1973

and the maximum amount pay-
able is restricted to Rs 1.5
million per industrial unit.
The ministry of Industry has
now decided to bring out a
manual containing all the
liberalisation steps decided
upon from time to time. The
latest procedure will be incor-
porated in it.

Export Awards

Seventy-five companies re-
ceived awards for export per-
formance in 1975-76 at a
function organised by the

&Chemical and Allied Products

Export Promotion Council
recently. The awards were pre-
sented by the Commerce minis-
ter, Prof D.P. Chattopadhyaya.
Special export awards were
given to six companies and ex-
port badges to 69. The com-
panies which received the
special awards are : Hyderabad
Asbestos Cement Products
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Ltd, Hyderabad, Dunlop
India Ltd, Calcutta (top seeded
exporters), Deccan Enterprises
Ltd, Secunderabad (highest
exporters in the small-scale
sector), and Dr Beck and Co
Ltd, Poona, Chemco Supply
Corporation, Bombay and
Kores (India) Ltd, Bombay.

Industrial Capital

Public sector in India has
picked up the tempo of ownet-
ship. Public sector factories
held 60.1 per cent of the fixed
capital and 52.4 per cent of the
productive capital in 1973-74,
according to the annual survey
of industries of the year. The
survey shows that out of every
1,000 factories in the year, 51
belonged to the public sector,
16 to the joint sector, 868
to the private sector, leaving
65 factories for which owner-
ship particulars were not avail-
able. Public sector provided
about one-fourth of the total
employment and emoluments
of the entire factory sector.
Out of every Rs 100 contribut-
ed by the factory sector to the
national income in 1973-74,
Rs 23 came from public sector
enterprises.  Among  them,
wholly state or local govern-
ments had the preponderant
share in number, capital and
employment. The report pre-
pared by the Central Statistical
Organisation, Department of
Statistics (ministry of Planning)
makes a comprehensive study
on capital invested, employ-
ment, wages and salaries and
quantity and value of inputs
and outputs of the factories
registered under the Indian
Factories Act, 1948. For the
first time, the report makes an
analysis of the salient charac-
teristics of all  registered
factories classified by size of
employment, types of owner-
ship, type of organisation, size
of the capital and year of initial
production.

The survey shows that private
sector enterprises which con-
stituted 86.8 per cent of the
total contributed 73.1 per
cent of the value added. The
shares of these enterprises in
employment, emoluments and
output also were high at 73 per
cent, 68.6 per cent and 79 per
cent rtespectively. Their share
in fixed capital and productive
capital were relatively less pre-
sumably because of the depre-
ciated book value of their fixed
assets over a longer period. The
joint sector factories consisted
mostly of the state or local
government and private enter-
prises jointly. The contribution
of the joint sector as a whole
was in the range of 4 to 6 per
cent of the principal charac-
teristics  considered. It also
shows that the private sector
factories had the smallest fixed
capital per employee (Rs 8,678).
The figure for the public and
joint sector were respectively
five and three.

Manufacture of
Electric Motors

The ministry of industry has

_issued a clarification regarding

electric motors reserved for
development in the small-scale
sector. In order to remove any
confusion or ambiguity, the
types of motors have now been
clearly indicated and are as
follows: (a) “Electric Motors
upto 10 HP (7.5 KW) A.C.
single phase/three phase Squir-
rel Cage Induction Motors
excluding the following: (i)
Flame-proof motors. (ii) Spe-
cially designed motors for
specific duties. (iii) Variable
speed motors such as pole-
changing motors. (iv) Loom/
Textile motors. (v) Motors for
hermetically sealed and semi-
sealed compressors.

(b) “FHP Motors 1/8th HP
to1l HP A.C. single phase/
three phase Squirrel Cage
Induction Motors excluding
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the following: (i) Motors for
hermetically sealed and semi-
sealed compressors. (ii) Flame-
proof motors. (i) Loom/
Textile Motors. It has been
further announced that indus-
trial undertakings other than
small-scale and ancillary units
engaged in the manufacture or
production of the above items
will not be eligible for exemp-
tion from licensing provisions,
Any industrial  undertaking
which are not now exempted
will be required to cease opera-
tions after a period of six

months from December 18,
1976, except under and in'
accordance with a licence

issued in this behalf by the
government of India. All
industrial undertakings which
have to obtain c.o0.b. licences
should apply in form ‘EE’ along
with the additional details of |
their scheme in the prescribed‘}
proforma to the ministry of !
Industry by March 17, 1977. !

Steel Exports

Hindustan Steel has export- |
ed 117,730 tonnes of pig iron '
through Paradeep Port during:
the first eight months of the |
current financial yea1'~TISCO=
exported 20,211 tonnes of!
steel joists through the port |
during the same period. The
port is expected to export:
about 250,000 tonnes of pig
iron and steel joists by the end
of the current financial year.
Hindustan Steel will make a
trial shipment of billets and
GC sheets through the port
during January, 1977. TISCO
has made arrangements to
make trial shipment of about
2000 to 2500 tonnes of billets
and rods every month com-
mencing from December this
year. During the period from
April to' November, the port
handled a traffic of 141,730
tonnes of pig iron and steel
Joists. These exports have been
mainly to Russia and Iran.
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‘COMPANY

AFFAIRS

Delhi Cloth

WHILE ADDRESSING the annual
general meeting of Delhi Cloth
and General Mills Co. Ltd,
the chairman, Dr Bharat Ram,
dealt with the problems con-
fronting the economy in gene-
ral and the industry in parti-
cular. The chairman expressed
concern over the substantial
increase in money supply. With
so much increase in money
. supply, the chairman said,
- there should have been an up-
* surge in demand, but the stark
fact is that there is hardly any
industry which is not loaded
+ with excessive inventory. Bar-
ring a few industries the pro-
fitability in most industries
has deteriorated considerably
which has resulted in a poor
cash flow position of the com-
panies.

High Inventories

A good part of the in-
creased money supply has been
absorbed by higher invento-
ries in steel, coal, cement, and
in many other industries. More-
over the borrowings by com-
panies have increased because
of lower internal resources
generation due to lower pro-
fitability. So the chairman has
come to the conclusion that
‘in spite of increased money
supply, demand has not picked
up and unless the demand
'picks up, the chairman asser-
‘ted, there cannot be any in-
‘dustrial growth or generation
in employment. Hence the
.chairman felt the need for

;adequatc investments in the
‘absence of which the economy
gwill be experiencing shortages
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in three to four years. But in
the present condition of the
capital market and the none-
too-healthy state of existing
industries, it would be too
optimistic to expect large in-
vestments. With the high rates
of fixed deposits whether in the
banks or with companies to-
gether with the low profitabi-
lity in industries, the chairman
observed, it would be futile to
expect the capital market to
become active,

Reduction in Taxes

Dr Bharat Ram has put for-
ward three suggestions to
revive the economy and gene-
rate employment. According
to him, if the government does
not wish to reduce interest
rates, then the rate of corpo-
rate tax must be brought down
by at least 10 per cent. Dr
Bharat Ram is also of the
opinion that excise duties and
import duties by and large
should be reduced considerably
particularly on basic raw mate-
rials. These reductions, the
chairman observed, will bring
down the prices of finished
products, stimulate demand
and in the long run would also
increase  revenues of the
government through increased
production. Dr Bharat Ram
has also suggested that the
government expenditure, which
in spite of the proposals in the
fifth five-year Plan has not in-
creased very much should be
stepped up, particularly in
construction and transport
fields which have a big poten-
tial for employment. Dr Bharat
Ram is of the firm conviction
that reduction in excise duties,

import duties and corporate
tax will yield good results
not only for development but
will also not reduce the govern-
ment revenues.

Dempo Steamship

Gross freight earnings of Dem-
po Steamships Ltd were lower
at Rs 10.76 crores during the
year ended June 30, 1976 as
against Rs 11.75 crores in
1974-75, registering a fall of
nine per cent. The gross profit
before providing for deprecia-
tion and development rebate
reserve amounted to Rs 3.46
crores as against Rs 5.3l
crores in the previous year.
This considerable fall in pro-
fits has been the result of ex-
tremely depressed freight rates
and steep rise in the cost of
operations due to inflation. The
directors have recommended
a dividend of 20 per cent for
the year and it will be free of
tax.

Since the prices of both
second hand ships and new
buildings have dropped signi-
ficantly, the company feels that
this is the right time to aug-
ment its fleet further keeping
in view the long-term pros-
pect. Taking advantage of
this situation, the company is
processing a number of pro-
posals to acquire additional
ships.

Sirpur Paper

Sirpur Paper Mills has suf-
fered a setback in its working
during the year ended June
30, 1976. Sales during the year
declined to Rs 13.35 crores
from Rs 16.56 crores while
gross profit too receded to
Rs 1.20 crores from Rs 4.40
crores in 1974-75. The direc-
tors have recommended a lower
dividend of 8.5 per cent as
against 10 per cent declared in
the previous year.

Production of paper and
paper board dropped to 40,656
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tonnes from 42,545 tonnes in
the preceding year. Power
cut coupled with frequent
breakdowns have been attri-
buted for the fall ip output.
There was a further decline
in the demand for paper and
board and with a view to sti-
mulate demand and clear the
accumulated stocks the com-

pany had to effect significant
reductions

credit facilities to its customers.

The modernisation and reno-
vathn of plant and machinery
continued during  1975-76.
Wlth.a VIewW to improve the
chemical recovery, a roaster
and an evaporator fabricated
by the Company are being
shortly commissioned.  The
company has received an ip-
dustrial licence to manufac-
ture complete range of paper
and pulp making plant of
10/15 tonnes per day capacity,
It has already received some
orders and the work has been

taken in hand to execute the’
same.

Kirloskar 0i Engines

Kirloskar 0il Engines has
succeedc?d in developing ap
economlcal, high speed, com-
pact diesel engine in the range
of. 75 HP. This product has
evinced keen consumer inte-
rest and is now on the regular
production line. This engine
has suce§sfully undergone rigo-
rous reliability and endurance
tests on a vehicle from Pune
'Fo Leh and back, The company
IS now planning to send to

Europe a vehicle fitted with,
oving itss

thi§ engine for pr
reliability in the int

€rnatio
market. nal

The company has also intro-
duced two new models of five
and‘ 10 HP engines developed
by its own research and deve-
lopment efforts and develop-
ment of further models up to
100 HP js ip progress. The
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in prices of g
products and allow extensive

company has always been ex-
panding and diversifying its
activities to meet the consumer
requirements and also to bene-
fit its shareholders through im-
proved results.

A letter of intent has been
received by the company for
the expansion of its bearing
manufacturing capacity from
six million pieces a year to 12
million pieces a year. The
first phase of this expansion is
being set up at Ahmednagar
to produce copper, lead powder
and bimetal strips—the raw
materials so far largely impor-
ted for manufacture of bear-
ings. Detailed plan for the
second state implementation
of this project is under pre-
paration.

The company has also been
granted a letter of intent for
setting up high duty alloy
jiron castings foundry with a
capacity of 60,000 tonnes per

year. The government has also

approved the collaboration
proposal in this regard and
discussions with the World
Bank and other Indian institu-
tions for financial assistance
are in progress.

Chloride India

After achieving a substan-
tial increase in sales and profits
during the year ended August,
31, 1976, Chloride India hopes
to improve its performance
during the current year.

Mr J. Sengupta, managing
director, in his review of opera-
tions, has said these hopes are
based on the company being
involved in some vital sectors

of the economy such as agri-

culture, power, transportation
and communications—all given
high priority in national plan-
ning.

Mr Sengupta has said . the
demand. for truck and tractor
batteries has been on the in-

* crease; so also there has been

a sizable growth in the sale

EASTERN BCONOMIST

of industrial batteries. Cur-
rently, there has been a fall
in the demand for the train-
lighting cells, though the de-
mand may rise with the plan-
ned expansion of the railways.
The demand for car batteries
has not picked up because
of the high car prices and
operating costs.

The company is considering
the setting up of a 100 per
cent export unit at Haldia
port. The unit will mainly
manufacture special types of
batteries to meet Japanese
competition in the international
markets. Its application for
an industrial licence awaits
government approval. It has
also on hand a major import
substitution project for which
developmental work has al-
ready been initiated by the
company’s new research and
development centre. It is also
under consideration for ex-
panding the company’s anti-
mony alloy making capacity
at Shamnagar.

The company’s sales were
at Rs 25.65 crores in 1975-76
as against Rs 23.42 crores in
1974-75 while gross profit
was higher at Rs 5.39 crores

against Rs 4.46 crores in the
preceding year. A final divi-
dend of 16.5 per cent has been
declared against the interim
dividend of eight per cent de-
clared earlier.

A bonus issue in the ratio
of seven shares for 17 held
has already been announced
and the directors have said
that the’r intention is to recom-
mend payment of dividend of
not less than 18 per cent on the
enhanced capital for the first
year after the proposed bonus
issue.

Empire Industries

The new automatic glass
bottle manufacturing plant of
the Vitrum Glass Division of
Empire Industries which was
put up in record time com-
menced commercial produc-
ton on December 25. The
technology used is of the
highest order and the equip-
ment is supplied by world
leaders in the glass industry.
The capacity is 18,000 tonnes
per annum. The total outlay
on fixed assets is of the order
of Rs 2.8 crores. The markets
catered to are the pharmaceuti-

cal and brewery industries for
local and export consumption.

Indofil Chemicals

Indofil Chemicals Limited
has developed a chemical that
will help substitute imported
chemicals now used by the
petroleum industry. The pro-
duct called PLEXOLR 150
has several important uses in
the processing of lubricating
and fuel oils.

The petroleum industry ‘s
importing over 400 tonnes every
year of similar chemicals for
its use at a cost of over twenty
lakh rupees in foreign exchange.
PLEXOLR 150 will help save
this amount. Manufacture of -
this product in India has been
possible as a result of the
development work done at
Indofil, based on basic re-
search undertaken by their
principals, Rohm and Haas
Company, Philadelphia, USA.

Bombay High will soon
become a major source of
crude for the country. But
this crude is very waxy. For'
this purpose, Indofil is planning
to develop a flow improver.

To meet the increasing de-

gdﬁtetn
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Rationing of mill cloth at 5 yds. for an adult
and 2 yds. for a child per annum came into force
A statement issed by the Govern-
ment makes it clear that the quota allowed to this
Province by the Central Government under the
All-India Cloth Distribution Scheme is 10.8 yds.
Per capita consisting of 4.2 yds.

on January 1.

6.6 yds. of handloom cloth.

of mill cloth. Simultaneously

tion of rationing a reorganiza
control department has also been made. In
meantime, the textile industry in the Province

of mill clothand
Itis therefore ex-
plained that the quota does not admit of a higher
ration of mill cloth. The Government state that
various steps are being taken to reduce the present
high prices of handloom cloth, which is three to
three and a half time the %ost totf the .corrcst%onc(l:lonsgt

i ill cloth, to about two times the

varity of 1 o with the introduc-
tion of the textile

industry

months
quate.

In the !
interest.

seems to be heading towards a ¢risis consequent
on labour troubles. The Court of Enquiry appoin-
ted to equire into the problems connected with
the working conditions of labour in the textile
recommended
including the increasing of the basic
Regarding bonus. the Court held that the three
salary given already as bonus was ade-
The Government ordered accepting the
recommendations and the mill-owners too agreed,
though, under-protest.
Coimbatore area have given notice of a general
strike from the middle of this month if their

demands including six months’ salary as bonus
and certain other demands are not met.
ments in the next week or so will be watched with

certain interim reliefs
wages.

But the workers inthe

Develop-
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mand of additives for the
petroleum industry, Indofil also
has plans to develop Viscosity
Modifiers and V.I. Improvers
which are currently being im-
ported. Since these products are
based on acrylic technology,
Indofil will have the benefit
of years of experience of their
principals, Rohm and Haas
Company, who are the acclai-
med leaders in this field.

Unit Trust

The Unit Trust of India
(UTI) which has already cros-
sed the sales turnover of last
year and is headng towards
a new record in the current
financial year is very likely
to step up the dividend on the
Unit Scheme 1964 as well as on
the Unit-linked Insurance Plan,
according to Mr G.S. Patel,
chairman of UTI.

Outlining the steps the Trust
proposed to take to make units
more popular, Mr Patel said
a plan to open one-man offices
in the selected districts of
Punjab, Haryana and Gujarat
had been finalised. In the
eastern region it was proposed
to open a one-man representa-
tive office in Durgapur-Asan-
sol industrial complex. The
Trust also had a plan to con-
duct a door-to-door campaign
in metropolitan cities like
Bombay, Calcutta and Delhi.

News and Notes

Texmaco has convened an
extraordinary general meeting
in the first week of January to
seek shareholders permission
for purchasing 250,000 equity
shares of Rs 10 each at par at
the face value of Rs 25 lakhs
in Kamani Engineering Cor-
poration. This is, however,
subject to the approval of the
government.

The directors of Hindustan
Aluminium Corporation have
decided to clear the arrears of
preference dividend for the
two years 1974 and 1975 and

EASTERN ECONOMIST

will be paid to those share-
holders who are on the com-
pany’s register as on January
15, 1977.

Four more branches of
Canara Bank were opened in
Chandni Chowk, Shakti Nagar,
Ramakrishnapuram and Par-
liament Street on December
30. With these the number of
branches of Canara Bank in
Delhi has risen to 26.

The Reserve Bank has pro-
hibited the Pretty Savings and
Investment Co Pvt Ltd of
Calcutta from accepting from
the public fresh deposits by
way of subscriptions or other-
wise to the prize chit/benefit
schemes conducted by it.

The prohibitory order has
been issued following the failure
of the company to comply
with certain provisions of the
directions issued by the bank
to miscellaneous non-banking
companies.

New Issues

Triton Valves Ltd, a new
company incorporated in Kar-
nataka to undertake manu-
facture of four million auto-
mobile tyre and tube valves
per annum, proposes to enter
the capital market by the end
of January with a public issue
of Rs 17.3 lakhs in equity
shares of Rs 10 each and Rs 4
lakhs in preference shares of
Rs 100 each. The Karnataka
State Industrial Investment and
Development Corporation is
participating in the project as
a co-promoter with an invest-
ment of Rs 3.5 lakhs in equity
shares and Rs 4 lakhs in pre-
ference shares.

The company is setting up a
sophisticated plant at Mysore
for the manufacture of valves,
in technical collaboration with
a French firm. The project
cost is estimated at Rs 110
lakhs which will be met by
share capital of Rs 40 lakhs
(Rs 32 lakhs in equity and
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Rs 8 lakhs in  preference
shares), term loans from finan-
cial institutions of Rs 58 lakhs
and a central government sub-
sidy of Rs 12 lakhs. The public
issue has been fully under-
written.

Capital and Bonus
Issues

Consent has been accorded
to these companies to raise

capital.
The details are as follows:
Messrs Simplex Concrete

Piles (India) Pvt Limited, has
been accorded consent, valid
for six months, to capitalise
Rs 434,850 out of its general
reserve and issue fully paid
equity shares of Rs 10 each as
bonus shares in the ratio of
one bonus share for each equity
share held.

Messrs Somany Pilkington’s
Limited, has been accorded
consent, valid for six months,
to issue fully paid equity shares
of Rs 10 each as bonus shares
in the ratio of one bonus share
for each equity share held.

Messrs J.K. Synthetics Limi-
ted, Kanpur, has been accorded
consent, valid for six months,

to capitalise Rs 60 million out
of its general reserve and issue
fully paid equity shares of
Rs 10 each as bonus shares in’
the ratio of two bonus shares
for three equity shares held.

Messrs  Kunal Engineering
Co 1Ltd, Coimbatore, has
been accorded consent, valid
for six months, to capitalise
Rs 750,000 out of its general
reserve and issue fully paid
equity shares of Rs 10 each 6
bonus shares in the ratio oﬁf
one bonus share for three
€quity shares held,

Messrs  Indokem Limited,
Bombay, has been accorded
consent, valid for 18 months,
to the issue of equity shares
of Rs 1.6 million for cash at

par on rights basis in the ratio
of 2:1.

Messrs Shri Bhawani Cotton
Mills and Industries Limited,
has been accorded consent,
valid for six months, to capi-
talise Rs 3.5 million out of its
general reserve and jssye fully

paid equity shares of Rs 10,

each as bonus shares in the
ratio of one bonus share for
each equity share held.

Dividend

(Per cent)
Name of the Year ended Equity dividend
company declared for
Current Previous
year year
Higher Dividend -
Panyam Cements August 31,1976 15 12.0
Consolidated Coffee June 30, 1976 25.0 20.0
Bhopal Sugar Industries June 30, 1976 25 .0 16.0
Gammon India July 31, 1976 12.0 8.0
Same Dividend . .
Sree Valliappa Textiles June 30, 1976 /
3 9.0 .
Madura Sugars Sept. 30, 1976 Nil Igh%' .
Hada St;el June 30, 1976 12.0 12.0
International Computers Sept. 30, 1976 11,0 .0
Reduced Dividend ’ oo
Sirpur Paper June 30, 1976
Kirloskar Brothers July 31, 1976 2(5)* :gg
Hercules Hoists August 31,1976 100  13.0

*On the enlarged capita,

“Fand
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Reserve Bank's report on

currency and finance

THE REPORT presents an exhaus-
tive review of developments in
the different sectors of the
conomy—national  income,
savings and investment, sectoral
outputs and price trends, money
supply, credit policy and
banking developments, budgets
and public debt, developments
in trade and tariffs, balance of
payments and exchange control,
and currency and coinage.
Information on  industrial
licensing policy, selective credit
controls, refinance facility avai-
lable from the Industrial
Development Bank, licences
issued to banks for opening
branches and number of offices
opened abroad by Indian
banks, gold and silver prices,
company legislation is
given in the appendices. It
contains 113 statistical state-
ments highlighting the dimen-
sional and structural changes
that have taken place in the
economy over a period of years.

Gevernment Sector

It also includes 4 new state-
ments relating to financial flows
in the government sector—
1972-73, consumer price index
numbers for agricultural labo-
urers, coverage of deposit
insurance, and net issue/with-
drawal of small coins by

“dcentres. Data relating to the

working of medium and large
public limited companies cover
upto 1974-75. Besides, indices
of industrial production with
base 1970==100 have been pre-
sented for the first time accord-
ing to use-based, input-based
sectoral classification.

A summary of the report
follows :—
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The efforts to contain infla-
tion, initiated and pursued
vigorously since July 1974,
yielded positive results in
1975-76, when prices actually
declined by 3.0 per cent
(between end-June 1975 and
end-June 1976), in contrast to
a rise of 0.7 per cent in 1974-75
and 27.8 per cent in 1973-74.
Taking monthly  average
indices, prices recorded a dec-
line of 6.0 per cent during
1975-76 (July-June), in sharp
contrast to an actual rise of
16.8 per cent in 1974-75. The
decline in prices was of con-
siderable significance to the
economy in that it created an
environment of stability and
confidence, gave a measure of
relief to the public that had
been squeezed by inflation in
the preceding two years, helped
greatly to dampen the psycho-
logy of scarcity, and rendered
possible greater mobilisation of
resources and increase in in-
vestment, the two essential in-
gredients in the development
effort. Reflecting to some
extent the impact of internal
measures, foreign exchange
reserves improved considera-
bly, indicating the strengthening
of the country’s external pay-
ments position.

Substantial Improvement

The substantial improvement
in the overall supply situation,
as reflected in the significant
growth in agricultural and in-
dustrial output, played a cru-
cial role in bringing prices
down. Although the fiscal and
monetary measures taken in
1974-75 to restrain aggregated
demand in the economy were

RECORDS

AND

STATISTICS

reinforced and continued dur-
ing the year, these alone could
not have ensured the required
balance between demand and
supply but for the increase in
output recorded in 1975-76.
Agricultural output increased
by eight per cent due to very
favourable weather conditions,
accompanied by improved use
of agricultural inputs, and
contributed to a comfortable
supply position in food and
non-food commodities. Indus-
trial output as a whole increas-
ed by 4.4 per cent dug¢ primarily
to a rise of over 10 per cent in
the output of core sector
industries, improved availabi-
lity of raw materials and
harmonious  industry-labour
relations; textiles and a few
consumer durable industries,
however, recorded declines in
output as a result of slackness
in demand. '

Money Supply Expansion

Money supply, which is
broadly indicative of the aggre-
gate demand in the economy,
expanded by 11.7 per cent
during the year, i.., almost
twice the rate of increase of
6.4 per cent in 1974-75. This,
however, was not as much a
source of concern as in 1974-75
viewed in relation to a rise of
6.0 per cent in real national
income. Though a sizeable
increase in bank credit to
commercial sector was pri-
marily responsible for the
expansion in money supply, it
was matched by real resources
in that the credit expansion
reflected the need for financing
a larger increase in output
particularly of the agricultural
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sector.  Another important
source of monetary expansion
which gave rise to matching
claims on real resources was
the sizeable inflow of foreign
exchange. It is also noteworthy
that the role of bank credit to
government in money expan-
sion was much smaller than in
the previous years, reflecting
the reduced dependence of the
government on the banking
system including the Reserve
Bank.

Decline in Credit

In fact, the credit ex-
tended by the Reserve Bank
to the government declined
during the year, in contrast
to a sharp rise in 1974-75. This
was made possible by the
additional resources mobilisa-
tion efforts by the centre and
the states, success of the volun-
tary disclosure scheme, larger
market borrwings and receipts
of small savings, increased
industrial production and size-
able foreign aid realisations.
These fiscal efforts were rein-
forced by monetary restraints
which were operated in a flexi-
ble manner so as to facilitate
increased supplies.

The reversal of the infla-
tionary situation, building up
of substantial stocks of food-
grains and the launching of the
new  e€conomic  pragramme
during the year gave a new
turn to the development effort.
The decline in prices provided
the climate for increasing
investment so as tomove to-
wards accelerated growth with
greater social justice— the
main theme of the new eco-
mic programme. In this the
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government took the lead by
stepping up Plan investment
and this was facilitated by
improved budgetary position.
Private sector investment also
tended to move up; thus new
capital issues by non-govern-
ment public limited companies
at Rs 99 crores in 1975 were
much larger than in the pre-
ceding year; similarly, the
financial support extended to
the corporate sector by the
term-lending institutions was
also higher during the year.
The remarkable growth in
foreign  exchange reserves,
despite a sizeable deficit on
trade account during the year,
introduced a new factor in
economic management. Apart
from imparting greater viabi-
lity to the country’s external
payments position, the reserve
growth has become an impor-
tant policy instrument for
making it possible to accele-
rate investment without running
the risk of serious inflation.
Thus the economic situation as
it developed by the year ended
June 1976 contained all the
important elements favourable
to attaining  progressively
higher levels of investment in
an environment of relative
price stability.

Rise in Prices

Viewed against this back-
ground, the developments in
the economy subsequent to
June 1976 seem to be somewhat
out of tune. The two major
developments, which seem to
have become a source of con-
cern once again, are the steady
rise in prices and expansion in

money supply. The wholesale

price index (1961-62=100), at
310.2 on November 6, 1976,
shows a rise of almost three per
cent over the index as of June
26. The rise in prices since
March 20, 1976, when prices
resumed their upward trend,
has been about 10 per cent
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thus wiping out a considerable
part of the price decline achie-
ved between September 1974
and March 1976. Simultane-
ously, money supply has ex-
panded by 3.6 per cent bet-
ween end-June and November
12, 1976, compared with an
expansion of less than one per
cent in the corresponding
period of 1975. Taking the
financial year so far i.e. from
end-March to November 12,
1976, money supply has in-
creased by 11.2 per cent, com-
pared with an increase of 6.3
per cent in the same period of
1975.

Speculative Forces

Considering, however, that
the pressure on prices has
emanated from a few items in
each of the two important
commodity groups of the index
(namely, food articles and
industrial raw materials), the
price rise could be regarded as
“sectional””  resulting from
shortages and distributional
problems connected with these
specific commodities. The rise
in prices caused by spot shor-
tages to have been aggravated
by speculative forces in the
market for these items.

The recent rise in prices points
to some important facts. It is
obviously necessary to have
accurate  and  scientifically
based crop estimates, as other-
wise frequent revision in esti-
mates could unsettle the market
and lead to speculation and a
psychology of scarcity. It is
equally important to evolve an
effective policy for the raising
and marketing of commercial
crops which would facilitate an
early detection of the emerging
shortages, as also the framing
of a realistic export policy in
regard to these commodities.
The price rise has also laid bare
the deficiencies of the existing
channels of distribution and

36

points to the need for enlarging
public distribution so as to in-
clude not only foodgrains but
also other essential commo-
dities. Such a public distribu-
tion system would necessitate
the building up of buffer
stocks of commercial crops
besides foodgrains. The recent
rise in prices, though sectional,
calls for continuing vigilance,
as otherwise these pressures are
likely to spill over and develop
into a general price rise. The
commodities which have shown
price rise in the last eight
months are mass consumption
items and even marginal shifts
in their supply position are
likely to seriously disturb the
price situation. Besides, in an
economy which has gone
through the ordeal of inflation
for two years and which may
still be prone to inflationary
pressures, price stability cannot
be taken for granted.

Strong Measures

In the short-run, therefore,
measures to improve supplies
of the “price-sensitive’” com-
modities are called for,
restriction, postponement or
staggering of exports of these
sensitive items may be one
solution. Similarly, supplies
could be improved through
imports. The government has
already moved in this direction
by arranging for larger imports
of raw cotton and edible oils
any by restricting exports of
groundnuts (HPS variety) and
staggering sugar exports, These
measures, together with regula-
tion of bank credit for com-
mercial crops in short supply,
should greatly discipline the
behaviour of prices in the short
run.

Further developments on the
price front would very much
depend on the size of agricul-
tural output this year, the rate
at which these would flow on

to the market, progress of
industrial output, pattern and
pace of investment in the eco-
nomy, and the nature of mone-
tary and other policies.
Despite delayed monsoons
and floods in certain parts of
the country, the overall food-
grains production is likely to
be around 116 million tonnes.

Food Buffer-Stocks

Even if the output falls below
the target of 116 million ton-
nes, it may not be a cause for
concern, considering the stocks
of 17-18 million tonnes build
up over the previous year which
could be drawn down to a
sizeable extent to check the
rise in prices. As for commercial
crops, there is likely to be a
shortfall or no perceptible in-
crease in  output except in
the case of jute and mesta, The
outputs  of raw cotton and
groundnut are likely to be
below 1975-76 levels,

Industrial output is estimateq-
to have recorded a rise of 12
per cent during January-August
1976 and, on present indjca-
tions, it is expected to increase
by nine per cent during the year
as a whole. A number of
measures taken by the govern-
ment during the year have
contributed to thjs order of
growth. A considerable part of
the increase in output has been
achieved through better utilisa-
tion of capacity based on larger
availability of inputs. If higher
rates of rise in industria] out-
put are to be achieved, addi-
tions to capacity will have {p
take place and this in turn wih’
call for a rising rate of jnyest-
ment. The climate for indus-
trial investment seems to be
favourable now. Apart from
§implifying the procedures for
Imports of capita] goods, spares
apd Components and raw mate-
rials, the government has
granted excise duty relief in

JANUARY 7, 1977

respect of anumber of items
of manufacture, so that
the end-prices of these are
within the reach of consumers.
In the wake of these measures
and the step-up in Plan invest-
ment by the government,
private investment is also ex-
pected to go up.

Increased industrial invest-
ment should result in greater
ahilability of industrial pro-
ducts at reasonable prices. In
this the industry has to play its
role. The aim of industries
should be to lower prices of
industrial products over time.
Recent experience shows that
prices of manufactures have
either remained stable or dec-
lined marginally even when the
overall price index declined
substantially. This suggests that
in respect of manufactures the
relief to consumers was more
by way of improved availabi-
lity than reduced prices. In a
changing market situation from
sellers’ to buyers’ market,
iddustries should face the
challenge by adjusting their
attitudes to pricing and mar-
keting their products.

Monetary Restraints

While efforts are made to
improve the supply position,
the present framework of mone-

- tary restraints will have to

continue so as to correct im-
balances between aggregate
demand (money supply) and
aggregate supply; otherwise
pressures on prices may become
accentuated, particularly in the
cegtext of rising invest.me‘nt,
and thus impair the objective
of development with relative
price stability. The need for
continuing the monetary rest-
raints becomes obvious in the
light of the recent monetary
expansion which has emanated
from several sources such as
inflow of foreign exchange,
increqse in credit for food pro-
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curement, reflationary impact
of the budget, step-up in invest-
ment and credit to commercial
sector, resulting in an increase
in the liquidity of the banking
system. This needs to be re-
strained; or else monetary
expansion during 1976-77 is
likely to outpace the growth
of national product and thus
disturb the balance between
money supply and output and
prices.

(The review of the general
trends in the Indian economy
is given below.)

income and savings

National Income: The subs-
tantial growth in agricultural
and  industrial production
mainly contributed to the
higher growth rate of real
national  income during
1975-76. The growth in real
national income (at 1960-61
prices) is estimated at 5.5 per
cent, compared to 0.2 per cent
in 1974-75. The per capita real
income at Rs 354 is estimated
to rise by 3.8 per cent, in con-
trast to the decline of 1.7 per
cent in the previous year.

Saving: The rise in the ratio
of domestic saving to national
income at current prices from
13.2 per cent in 1974-75 to
14.5 per cent in 1975-76 has to
be viewed in relation to the
major sectors contributing to
domestic saving, i.., public
sector (including public sector
undertakings) private corporate
sector (including cooperative
institutions) and the rest
grouped as the houschold sec-
tor. Thus viewed, the largest
proportion of domestic saving
originated, asin the previous
years, in the household sector.
This sector contributed 64.6
per cent of the aggregate
domestic saving in 1975-76,
compared to 61.3 per cent in
1974-75. The share of public
sector in domesting saving in-

creased from 30.4 per cent in
1974-75 to 31.4 per cent in
1975-76, while that of private
corporate sector declined. The
aggregate saving of the house-
hold sector increased from
Rs 5333 crores in 1974-75 to
Rs 6,938 crores in 1975-76,
showing an increase of 30.0 per
cent, As a proportion to net
national croduct, it increased

frora 8.9 per cent to 11.2
per cent.
" Investment: The aggregate

investment as percentage of
national income registered an
increase from 14.4 per cent in
1974-75 to 16.0 per cent in
1975-76 due mainly to an
impressive rise in domestic
saving. Asa result the share
of domestic saving in total
investment is estimated to have
increased from 88.2 per cent
in 1974-75 to  90.9 per cent in
1975-76. Correspondingly, the
share of net inflow of foreign
resources declined from 11.8
per cent to 9.1 per cent.

output and prices

Agricultural production: The
increase in agricultural produc-
tion during 1975-76 is estimated
at 8-10 per cent. Production of
foodgrains, which responded
to favourable wheather condi-
tions and improved application
of inputs, viz, seeds, irrigation
and fertilisers, amounted to
118 million tonnes, against 114
million tonnes in the previous
year. During the year 1975,
public distribution of food-
grains aggregated 11.1 million
tonnes, compared to 10.8
million in 1974 and 11.4 million
tonnes in 1973. The govern-
ment’s stocks by the end of
June 1976 stood at 17.6 million
tonnes, compared to 4.9 million
tonnes a year ago. As for
commercial crops, the produc-
tion of oilseeds was higher
(11.0 million tonnes against
8.4 million tonnes), while that

37

of cotton and jute/mesta was
lower (66.70 lakh bales and
58.30 lakh bales, against 70.80
lakh bales and 58.34 lakh
bales). The output of coffee
was also lower (82,000 tonnes,
against 92,100 tonnes), whereas
the sugarcane crop was of the
same size as in 1974-75, namely,
143 million tonnes (gur).
There was a slight fall in the
production of tea from 489
million kg in 1974 to 487
million kg in 1975.

industrial sector

Industry: The performance
of the industrial sector in the
calendar year 1975 was rather
mixed: while industries in the
‘core  sector’ such as coal,
electricity, steel, fertilisers,
cement, non-ferrous metals
witnessed a growth rate of over
10 per cent, certain sub-sectors
such as cotton textiles and yarn
and some consumer durables
recorded actual declines in
production. Asa consequence,
the rate of growth for the
industrial sector as a whole was
only 3.9 per cent, although this
was significantly higher than
the growth rate of 2.2 per cent
achieved in 1974. The general
index of industrial production
during the first half of 1976
(January-June) was higher by
as much as 13 per cent than in
the corresponding period last
year. Some of the industries
contributing to such a high
growth rate during the period-
are : cement (+26.4 per cent),
saleable steel (4-23.3 per cent),
steel ingots (++13.9 per cent),
electricity (-422.5 per cent),
coal (+9.9 per cent) and vanas-
pati (+26.5 per cent).

Price Situation: Wholesale
prices showed a welcome dec-
line of 6.0 per cent during
1975-76 (July-June), in contrast
to the rise of 16.9 per cent
recorded in the preceding year.
If comparison is made on a
point-to-point basis, ‘between:
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end-June 1975 and end-June
1976, the general prices level
still showed a decline of 3.0 per
cent, in contrast to the margi-
nal rise of 0.7 per cent between
end-June 1974 and end-June
1975. The decline in the price
level is only in the nature of a
continuation of the downtrend
that had set in prices since the
third week of September 1974.
However, the downtrend was
halted by the beginning of the
fourth week of March 1976. The
wholesale price index for ‘all
commodities’ stood at 282.3
on March 20, 1976 and was
lower by 9.2 per cent than the
level of 311.0 at the end of
June 1975. The second phase
in price trends (between March
20 and end-June 1976) witnes-
sed a reversal of the trend of
the preceding phase. The ‘all
commodities’ index recorded
a rise of 6.9 per cent during
the period, principally brought
about by food articles and
industrial raw materials.

Cost of living: The year wit-
nessed a remarkable decline in
the consumer price index (base
1960 = 100) in line with the
declining trend in wholesale
prices. This was the steepest
decline recorded since 1961.
The index for industrial workers
fell by 11.3 per cent during
1975-76, in contrast to a rise
of 9.0 per cent in the previous
year. The drop in the con-
sumer price index for non-
manual employees during the
year was. reletively smaller (i.e.
4.6 per cent); it had increased
by 10.5 per cent last year.

money and banking

Money supply: The expan-
sion in money supply with the
public at Rs 1,423 crores (11.7
per cent) during the year was
almost twice the rate in 1974-75
(Rs 737 crores or 6.4 per cent),
though this was lower than the
increases in 1972-73 and 1973-74
(16.9 per cent and 14.9 per
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cent, respectively). Viewed in
relation to the estimated rise
of 5.5 per cent in national
income and improved sup-
plies of the key agricultural
and industrial commodities
ties, this order of monetary
expansion was notas much a
source of concern as was the
case in the previous year when
national income was almost
stagnant,

Bank Credit

The expansion of Rs 2,510
crores in bank credit to
to the commercial sector was
almost twice the rise recorded
last year (Rs 1,263 crores) and
reflected the need for financing
a larger increase in output
particularly of the agricultural
sector. Expansion in net bank
credit to government on the
other hand, was considerably
lower at Rs 283 crores, against
Rs 1,404 crores. Even this
order of expansion was brought
about primarily by an increase
extended by other banks to the
government, while the credit
of Rs 542 crores in the credit
extended by the Reserve Bank
to the government declined by
Rs 259 crores, in contrast to a
sharp increase of Rs 945 crores
in 1974-75. The expansionary
impact of bank credit to com-
mercial and government sectors
and net foreign exchange assets
of the banking sector was
neutralised to a sizeable extent
by the substantial increase in
the non-monetary liabilities of
the banking sector. The rise
in non-monetary liabilities
resulted from an increase of
Rs 1,769 crores or 23.0 per
cent in time deposits with
banks during 1975-76, com-
pared to an increase of Rs 1,223
crores or 189 per cent in
1974-75.

Banking trends: The pace of
bank credit expansion during
1975-76 (July-June) was faster
than that of deposit accretion,

resulting in larger indebtedness
of banks to the Reserve Bank.
Bank credit rose sharply by
Rs 2,509 crores or 28.0 per cent
compared to Rs 1,097 crores
or 14.0 per centin 1974-75,
More significantly, greater part
of the increase in bank credit
was accounted for by food
advances (1,390 crores or 55.4
per cent): as against this, the
share of food advances in
1974-75 was only Rs 272 crores
or 24.8 per cent. The increase
in non-food advances was also
higher by Rs 1,119 crores in
1975-76, compared to Rs 825
crores in 1974-75. Deposit
accretion at Rs 2,512 crores
(20.0 per cent) was also signi-
ficantly higher than that of
Rs 1,788 crores (16.6 per cent)
in 1974-75.

Credit-Deposit Ratio

The incremental credit-
deposit ratio at 99.9 per
cent was much larger compared
to the ratio of 61.4 per cent in
1974-75 owing to the pheno-
menal expansion in food credit.
The credit-desposit ratio as
at the end of June 1976 at 76.1
per cent was 4.7 percentage
points higher than the ratio a
year ago. Excluding food credit,
the ratio was 61.6 per cent at
the end of June 1976. Cash in
hand and balances with the
Reserve Bank registered a lar-
geréxpansion of Rs 100 crores
as against a decline of Rs 41
crores. Investments in govern-
ment and other approved
securities increased by Rs 786
crores compared to Rs 657
crores in 1974-75. The ratio
of liquid assets to aggregate
desposits, however, stood lower
at 38.7 per cent by end-June
1976 as against 39.4 per cent
a year ago.

Credit policy: The general
framework of credit policy

. continued  to remain restrictive

during 1975-76, though within
the overall ambit of monetary
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discipline certain  selective
liberalisations were made to
assist industrial growth and to
promote exports. The main
objective of credit policy was
to prevent recurrence of infla-
tionary  conditions. Thus,
while the general as well as
selective credit controls were
applied more flexibly during
the year, the policy of credit
restraint was continued. Witl
a view to regulating both thé
cost and the availability of
Reserve Bank refinance, the
net liquidity ratio system which
had existed for over a decade
was abolished and was replac-
ed by a system of refinance
and rediscount that was essen-
tially discretionary. Another
important  development was
the introduction of a maximum
lending rate, with the objective
of bringing about an appro-
priate relationship between the
Bank rate and the lending
rates of commercial banks.

loans to agriculture

Institutional finance for agri-
culture: There was a further
significant growth in the flow
of institutional finance for agri-
cultural development during
1975-76. Aggregate direct
institutional finance provided
to agriculture during 1975-76
is estimated to have amounted
to Rs 1,710 crores, 18.3 per
cent higher than Rs 1,445
crores in the preceding year.
This improvement was noticed
in short-term loans as well as
term loans extended and was
shared by all the institutions
(i.e. cooperatives,  statg
governments and commercii;f
banks). Short term loans
extended by them increased
during the year under review
by 17.8 per cent (to Rs 1,185
crores) as compared with 13.4
per cent in 1974-75. Term
loans disbursed at Rs 525
crores registered a rise of 19.4
per cent, compared with 28.2
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per cent in the preceding
year. The share of term loans
in the aggregate loans extended
to agriculture during the year
worked out marginally higher
at 30.7 per cent, compared to
30.4 per cent in the previous
year. Under the 20-point
economic programme, nine-
teen regional rural banks were
set up during the year under

view. The credit extended
1Zy these banks to small and
marginal farmers and rural
artisans upto June 1976 amoun-
ted to Rs 1.5 crore. State
governments made budget
provision for loans of the
order of Rs 95.5 crores during
1975-76 against Rs 77.5 crores
in the preceding year. Loans
issued by scheduled commer-
cial banks are estimated at
Rs 374.4 crores, representing
an increase of nearly 30.9 per
cent over that disbursed in
the preceding year. However,
by far the major share of the
institutional loans extended to

agriculture continued to be
provided by  cooperatives.
During the year, aggregate
direct loans issued by coope-
ratives amounted to Rs 1,238
crores, an increase of nearly
14.5 per cent over those in the
preceding year. A notable fea-
ture was the significant increase
(17.4 per cent) in the amount
of term loans. Indirect finance
extended by co-operatives for
procurement of foodgraing,
marketing of agricultural com-
modities, distribution of ferti-
lisers, etc, apgregated Rs 560
crores against Rs 512 crores
during 1974-75.

budgetary policies

Budgets: The budgetary
policy for 1975-76 was gear-
ed to bring about stabilisation
of prices even while promoting
economic growth. In the
latter part of the year with
the reversal of inflationary
pressure and announcement of
the new economic programme,

investment expenditure was
stepped up. This was facilitat-
ed by additional resource
mobilisation efforts by the
centre and state since 1974-75,
increase in industrial produc-
tion in 1975-76, success of the
scheme of Voluantary Disclo-
sure of Income and Wealth,
larger net market borrowings,
and increases in receipts from
small savings and state provi-
dent funds. The combined
budgetary deficit of the centre
and states was subtantially
lower at Rs 468 crores (revised
estimates) than Rs 752 crores
in 1974-75. The combined
aggregate receipts recorded a
rise of 23.9 per cent in 1975-76
over the level of the preceding
year. Both revenue and capi-
tal receipts contributed to this
rise. Tax receipts increased by
17.2 per cent and capital
receipts by 33.8 per cent.
Aggregate disbursements of
centre and states (combined)
rose by 21 per cent in 1975-76,

almost at the same rate as in
1974-75. They formed 31.8
per cent of national income,
compared to 27.0 per cent in
1974-75.  Non-developmental
outlay increased by 26.6 per
cent and developmental outlay
by 19.3 per cent in 1975-76.
The anticipated overall deficit
of Rs 247 crores in the central
budget estimates for 1975-76
turned out to be larger at
Rs 490 crores, though the
deficit is still  substantially
lower than in 1974-75 (Rs 121
crores). Aggregate receipts rose
by Rs 2,849 crores to
Rs 12,702 crores in 1975-76
from Rs 9,853 crores in prece-
ding year, while aggregate
expenditure moved up over the
year by Rs 2618 crores to
Rs 13,192 crores. The combin-
ed budgetary position of the
states reveals a deficit of Rs 38
crores during 1976-77, as
against a surplus of Rs 22
crores in 1975-76. The overall
plan outlay has been stepped
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up by Rs 917 crores or by 33.8
per cent to Rs 3,628 crores as
compared to the original Plan
outlay in the preceding year.
Aggregate receipts of Rs 10,889
crores at the revised rates of
taxation are budgeted higher
by Rs 668 crores or 6.5 per
cent over the preceding year.
Aggregate  disbursements at
Rs 10,927 crores are budgeted
higher by Rs 728 crores or 7.1
per cent compared to an in-
crease of Rs 1,566 crores or
18.1 per cent in 1975-76.

internal liabilities

Public debt: The outstand-
ing public debt of the govern-
ment of India stood at
Rs 20,451 crores at the end of
March 1976, the increase
during the year 1975-76 being
Rs 1,661 crores (8.8 per cent),
compared to Rs 1817 crores
(10.7 per cent) in the previous
year. Internal debt rose by
Rs 978 crores (7.9 per cent)
and external debt by Rs 683
crores (10.6 per cent). As a
proportion of national income
at current prices, public debt
is estimated to have increased
from 31.3 per cent in 1974-75
to 33.0 per cent in 1975-76.
The outstanding debt liabili-
ties of state governments at
the end of March 1975 in-
creased by Rs 1,049 crores to
Rs 13,615 crores, compared
to anincrease of Rs 975 crores
during 1974-75. The increase
is lower than the budget
estimates which indicated
that the states’ debt liabilities
would rise by Rs 1,125 crores
to Rs 14,740 crores at the
end of March 1977. In the
result, the ratio (proportion)
of states’ debt liabilities to
national income at current
prices stood at 22.0 per cent.

New issues: General slug-
gishness, accompanied by
strong undercurrents of revi-
val, was the main feature of
the capital market Quring
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1975-76. The net funds bor-
rawed by government and
semi-government institutions
through issue of securities
rose to Rs 1,137 crores in
1975-76 from Rs 1,084 crores
in 1974-75. The gilt-edged
market in 1975-76 witnessed a
moderate recovery from the
downtrend noticed in 1973-74
and 1974-75. The total amount
consented/acknowledged was
Rs 265 crores in 1975 against
Rs 199 crores in 1974. New
capital issues by non-govern-
ment public limited companies
in 1975 at Rs 99 crores were
substantially large than Rs 57
crores in 1974. The trend of re-
vival of activity in the capital
market was reflected in large
new issues during the year.

rise in capital issues

Capital issued by non-
government public limited
companies by way of shares
(other than bonus) and deben-
tures reached a new high of
Rs 98.6 crores in 1975, as
compared with Rs 56.5 crores
in 1974 and Rs 72.8 crores in
1973. The major portion of the
capital issued came through
prospectuses (from Rs 459
crores in 1974 to 85.5 crores
in 1975) which formed about
86 per cent of the total amount
of new issues as against only
81 per cent in 1974. The
amount issued through rights
also increased from Rs 10.6
crores in 1974 to Rs 13.1 cro-
res in 1975.

Term finance: Both sanc-
tions and disbursements by
the term-lending institutions
during the financial year
1975-76 were higher at Rs 590
crores and Rs 401 crores, as
compared with Rs 499 crores
and Rs 363 crores, respec-
tively, in 1974-75. The internal
resources position of the pri-
vate sector appears to have
improved considerably. The
retained profits of 1,650 large

and medium public limited
companies rose from Rs 229
crores in 1973-74 to Rs 368
crores in 1974-75. The general
state of the capital market
was reflected in the index of
equity prices which rose by 11
per cent over the year, in con-
trast to a decline of 32 per
cent in 1974-75.

trade and tariffs

Exports and Imports: The
continuance of recessionary
trends in the major industrial
economies of the world and
the consequent reversal of
commodity boom had their
impact on India’s foreign
trade during 1975-76 which
was marked by a slackening in
the growth rates of both ex-
ports and imports. The trade
deficit was slightly higher at
Rs 1,216 croresagainst Rs 1,190
crores in 1974-75 reflecting a
larger increase in the value of
imports. The terms of trade
declined further in 1975-76 to
about nine per cent, as compa-
red with 27 per cent last year.
Total exports scaled a new
peak of Rs 3,942 crores, show-
ing an increase of 18 per cent,
compared to 32 per cent in
1974-75 and 28 per cent in
1973-74. The rise in exports
in 1975-76. was due to the
increase in both gquantum and
unit prices. Imports during
1975-76 amounted to Rs 5,158
crores, registering an increase
of 14 per cent over the
level during 1974-75. The rise
in imports was largely due to
foodgrains and fertilisers,
imports of which were not
only larger in volume but also
at higher prices.

Trade policy: Trade policy
during 1975-76 was devised
mainly to impart dynamism to
the country’s efforts for expan-
sion and diversification of ex-
ports. A significant aspect of
the new export drive related
to the stepping up of produc-
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tion for exports. Under the
import policy for 1975-76, a
system of automatic licensing
was introduced for meeting
the immediate requirements of
export industries in respect of
raw materials and components.
Facilities  for export-linked
import licences were also intro-
duced and import entitlements
under the replenishment
scheme were enhanced by |
per cent in respect of selecte
industries while import of
spares was further liberalised.

Reserves: The main feature
of external transactions during
1975-76 was the symptom of
the emergence of a viable pay-
ments position. Foreign ex-
change reserves which reflect
the net outcome of the exter-
nal transactions recorded a
phenomenal rise of Rs 881
crores in  1975-76 (April-
March), compared with an
increase of Rs 30 crores in
1975-76; in the result, the
foreign exchange reserves at
the end of March
Rs 1,492 crores were almost
two and a half times the level
at the end of March 1975. If
the drawals from the IMF are
excluded, the reserves would
have increased by Rs 674 cro-
res in  1975-76, whereas in
1974-75 these rescrves would
have fallen substantially by
Rs 455 crores,

External Assistance: There
was a spectacular increase in
the aid inflows during 1975-76,
as is reflected in both aid
authorisations and aid utilisa-
tion during the year. The net
receipt of aid at Rs 949 croigs
in 1975-76 exceeded the inflow
of Rs 861 crores in 1967-68
which was the peak for the
last decade. This position was
largely the result of a large
quantum of aid made available
by the Organisation of Petro-
leum Exporting Countries and
substantial grants authorised
by the UK,
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Caeatury Ray.n sets tn exaiapie xo other large
corporations by its policy of synthesising

Century Rayon::::icie.
An example of social
responsibility

surprised, it is making the highest contribution
to the national exchaquar by way of tax
paymants as well as toreign exchange savings
and earnings

In spite of runaway inflation in the cost of raw
materials and ciher inputs such as labour,
spares. fuel and water, Century Rayon sats
another example by hoiding the priceline for
its products.

PROFESSIONAL MANAGEMENT:

Besides the philosophy, the secret lies
in its professionat management.
Maximum decentralisation and
delegation of authority and
responsibility, has built an outstanding
team of managess and workers, with

a completely autonomous dacision
making process in each of its segments.

ASSISTING AUXILIARY AND
ANCILLARY INDUSTRIES:

Ceontury Rayon belisves in supporting
a number of small entrepreneurs,
Rightly so. And it has become a
benign big brother to a number of
auxiliary and ancillary industries. It is
helping them in three segments. viz, a)
the small scale suppliers; b) the small
processors who use Century’s bye-
products and waste products; c)

a large nation - wide community of
small weavers dependent on Cenrury's
supply of yarn, Century Rayon is
helping them in marketing.

THE NATIONAL EXCHEQUER:

How much do you think Century
Ravon s paying by way of Taxes?
To the tune of Rs. 8 crores in excise
auty and other levies, over and above
the incoma tax paid by the parent
company, Century Spinning &
Manufacturing Co. Ltd., to the extent
of Rs. 7 crores per year.

EXPORTS:

Why is it that the Century Rayon
Tyrecord 18 equal to the world s best?
The testimony is constantly nising
exports to sophisticated international
markets. The total foreign exchange
earning including Rayon Fabrics &
Chemicals so far exceeds Rs. 5 crores.

EMPLOYEE WELFARE:

Century’'s workers are happy because
of one of the finest housing colonies
provided to them, along with 2 club
house, & cooperative bazar and a credit

CONCEPT-CR-1513
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society. They enjoy the best
educational facilities for their children,
consisting of priimary and secondary
schools and a college for Arts,
Science and Commerce. Its medical
care 1s unique, with a full fledged

60 bed hospital, and free medicine.

COMMUNITY SERVICE.

tn tmes of calamities hke
earthquakes, wars. droughts and
fiouds. Century Rayon has sprung to
the call ef duty voluntanly exlending
oot only fimancial help but also
providing volunteers and other relief
measures.

Recreation, too, is dear to s heart.
Vast playgrounds, beautiful swimming
pools and gerdens. a 1arge hbrary, is
own network of roads and water
works and, to top it all, one of the
finest temples in a sublime atmosphere-
all these ameninies constantly growing
in size and quality.

RESEARCH AND DEVELOPMENT.

Well eaquipped laboratones and a team
of dedicated sc1annists and technicians
ensure the position of leadership for
Century Rayon—ba it the finest rayon
fitament yarn of the toughest,
improved rayon tyre cord.

Century Rayon encourages sports
botn for the amateur and ths seasoned
sporteman. Century’s sports teams
have been winning many a laurel

on the playgrounds.

CAUSTIC SODA.

To meet the needs of genuine users in
the present acute shortage conditions,
Centuty Chemcals is foilowing a
policy of supplying the entire
CREATING EMPLOYMENT: gyoduction to Actual Users on the

{n today’'s context, Century Rayon's asis of past offtake, at tair prices,
cantribution 18 significant, by
providing employment to over 6,000
workers directly, and supporting an
entire township dependent on it.

INDUSTRIAL RELATIONS:

What would you say for a record of
more than sixteen years of
uninterrupted production, without
losing a singte manhour due to strike

or strife ? Relations with the employees 3

are exemplary because of a duecl,y c E NTU RY RAYO N %3

frank and honest rappornt with them Industry Hous )

across the table, without external e :
169, Churchgate Reclamation, Bombay 400 020

CEATULY ChemtALY

intervention.
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An order of priorities

LAST WEEK, in these columns, the three major economic issues which the government,
trade and industry and the community had to come together to cope with were
pinpointed and briefly discussed. Here, somewhat more detailed consideration may
usefully be given to them. The problems, let us remind ourselves, are a trend towards
higher prices of essential commodities, stagnant or near-stagnant employment and
investment lagging behind the needs of medium-term growth. For quite some time
now the government has been pursuing monetary and fiscal policies designed to curb
excesses of purchasing power or consumption, besides regulating investment outlays in
the private sector and the public. This approach has had a certain measure of success
in containing inflation, but lately money supply has been expanding at a rate which
bids fair to revive inflationary strains. Could it be because there have been elements
in public or other spending which are inconsistent with the larger strategy or policy
objective? This matter needs to be closely looked into if the fiscal and monetary
disciplines imposed on the economy are not to be frustrated in their purpose.

Much reliance has been placed on administrative measures for directing distribu-
tion or policing the trade at both wholesale and retail levels. Here, again, there have
been substantial gains for the economy and the people, but, as against this benefit,
there has been some loss in the confident functioning of normal trade channels.
Government-administered distribution has proved to be less economical or efficient
than expected, while bureaucratic or other intervention in the day-to-day working of
private trade has adversely affected the free flow of goods or otherwise interfered with
market forces. Thanks to an easy food grain situation and general improvement in
the production of consumer goods or other outputs of industry, the community has so
far not €kperienced in full the impact of these unhelpful developments, but it is
obvious that, if things are not set right, the tendency of prices to increase will be
encouraged Wy this state of affairs.

Looked in this manner, the price situation would seem to need being
’iigtered to in Gertain ways. In the first place, the government—using this term in the

Wider sense which has become appropriate now—ought to prevent or discourage the

fevenues or other money (over which it, i.e., the government, again, in

administration should resist pressures for the setting up or sponsoring of public or
semi-public retailing or other merchandising agencies. The hope that such institutions
could serve the consuming public more efficiently or with greater integrity than the
normal trade channels has been generally falsified. Setting aside a few honourable
exceptions, these agencies have been plagued by mismanagement or worse, including
organized graft. It is therefore becoming increasingly evident that the public interest
will be better served if private trade channels are allowed to resume their natural
position as reasonably free agents in a market economy which itself should be enabled
to operate with as few administrative restrictions as possible on the movement of goods
across the country.

Uneasiness about price trends should not be allowed to come in the way of the
basic objective of generating more employment opportunities for the nation’s armies of
the unemployed and the underemployed. Neither should it deter the clear-eyed pursuit
of medium-term economic growth at a fast enough rate. It would be temptingly easy,
but ruinously unwise to slow down investment in the employment-oriented or produc-
tion-oriented expansion of the economy merely for the purpose of sparing us the strain
of having to follow a realistic or otherwise sensible policy for prices. The price
problem can and ought to be managed in the context of an investment policy geared to
the growth of the economy, including the growth of employment. It may readily be



granted, of course, that higher levels of
public expenditure alone cannot assure us
of a rise in the level of economic activity.
The Finance minister, who had been
entertaining somewhat different ideas
when he presented the central budget last
year, has probably grown wiser since.
There are far too many grey areas in the
economy to which the benefit of larger
public spending has been denied or
delayed. Quite clearly a more sophisticat-
ed approach is called for if the contents
and directions of public investment are to
succeed in revitalising the economy in all
its parts.

Currently there is a highly encouraging
trend towards an increase in the savings
of households. In spite of pressures on
family budgets, sections of urban com-
munities enjoying higher-than-average
middle class incomes, are developing a
sense of thrift which is reflected in the
growth of savings deposits with banks or
other institutions, expansion of life

insurance business and expenditure on
private housing construction. This deve-
lopment should be exploited much more
than has been done so far so that the rate
of saving in the economy could be steadily
pushed up for the non-inflationary financ-
ing of result-oriented, quick-yielding
investment projects. The stock exchanges,
for instance, should be revivified and
investment in equities should be made
more attractive so that the middle class
may find it more and more worthwhile to
save for the future. While higher govern-
ment outlays must remain an important
determinant of the sound management of
the economy and a guarantor of its
healthy growth, they will bear full fruit
only if they are incurred and managed as
an integral part of a strategy for ensuring
productive economic activity all round.
In the economic affairs of the nation,
even more than in its other affairs, there
is need for all sections of the people work-
ing together in an equal partnership.

A cartel shows its claws

THE WORLD economy could easily have
done without the latest OPEC edict push-
ing up oil prices. Eleven out of the 13
oil-exporting countries, conferring at
Quatar, agreed on a 15 oper cent
increase in prices to be effected in two
stages. Starting from January 1 this year,
prices have been put up by 10 per cent
and from July 1 onwards the increase
would be 15 per cent over the level ob-
taining in 1976. This vote prescribes
fixed increases (not percentage increases)
in the prices of all crudes (irrespective
of quality differences and present prices)
by $1.19 a barrel initially and another
$0.60 subsequently. With market prices
of major OPEC crudes ranging anywhere
from $11 to $13 a barrel, this would mean
larger percentage increases for the lower-
priced or heavier varieties. Iran, for inst-
ance, has increased the price of its light
and heavy crudes to $12.81 and $12.52 a
barrel respectively with effect from Janu-
ary 1 and it proposes to push up these
prices to $13.41 and $13.12 respectively
on July 1. As a result the price of
Iranian light crude has gone up by 10.2
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per cent and that of [ranian heavy crude
by 10.5 per cent in the first stage, while
at mid-year they will be higher by 15.4
per centand 15.8 per cent respectively.
Saudi Arabia and the United Arab
Emirates, however, have refused to go the
whole hog. After failing to persuade
their OPEC partners to limit the price
hike to five per cent until the end of
1977, they have opted to follow their own
counsel. Consequently, the increase in the
price of Saudi light crude will be limited
to $0.57 per barrel. Since Saudi Arabjan
and UAE outputs together account for
about one-third of total QPEC produc-
tion, the net impact of the actualand
prospective increases in OPEC prices,
on oil-importing countries as ga whole
would be less severe than was generally
feared ever since certain vocal oil-export-
ing countries began to campaign for
another round of increases in oil prices.
At the same time, since Saudi ol is mostly
exported to the United States and Japan
th'e other major oil-importing countrie;
will have to bear most of the burden of
the higher-priced supplies from sources
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other than Saudi Arabia and the UAE.
In this sence France and West Germany,
particularly will be hit hard.

There is also another way of looking at
the OPEC price decision as it affects major
oil-importing countries. The economic
recovery which has been taking place in
the industrially advanced countries since
mid-1975 presents a mixed pattern. The
United States, West Germany and Japan
have been in the vanguard of this advance
and their economies are stronger and_
much more advantageously placed th
those of France, Britain or Italy which
are plagued by serious weaknesses. Thus,
whereas inflation is currently coursing at
a rate of five per cent in the United
§tates and 3.5 per cent in West Germany,
it is of the order of 10 per cent in France,

I5 per cent in Britain and 20 per cent in
Italy.

Britain's plight
While the seven largest OECD economies
(th.e USA, West Germany, Japan, France,
Britain, Italy and Canada) had together
marked up a real GNP growth of 5.5
per centin 1976, Britain's economy grew

by one per cent and the average for the
OECD economics, (excluding the USAy«
West Germany and Japan) was only 2?
per cent. In the same year, the United
States, West Germany and Japan contri-
buted a combined surplus of $6.5 billion
to the balance of payments of the 24
countries, but the group as a whole
still showed a deficit of $29 billjon.

Finally, these divergences in national
economic performance within the OECD
have been strikingly brought out by the
movements in the world’s currency ex-
changes, with the British pound and the
Italian lira losing ground by 20 per cent
and the French franc by 12 per cent as
against the near-stability of the US dollar
and an appreciation of 10 per cent in the
value of the D-mark. In these circuny
stances, the relatively weaker economa’d
within the OECD, notably France and
Italy, will be specially adversely affected by
Increases in their oil import bills following
the raising of crude prices by the OPEC.

An attempt has been made in some
qQuarters to justify the latest OPEC price
move by recalling US or other western
domination, both physical and politicals
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of Gulf or South American oilfields in the
past. The original sins of the Seven
Sisters have also been alluded to as an
added argument. Discussion of this kind
is pointless in terms of current global
economic realities or contemporary oil
politics, particularly west Asian oil
politics. The latest round of increases in
oil prices have come ata time when the
economic course of many western coun-
tries is still uncertain and wayward. Their
fortunes, whether we like it or not, do
have an important bearing on the trade
or development of less industrialized
countries as well as on international trade
and capital movements as a whole. Any
development such as dearer oil therefore
cannot but be of concern for all those
countries which realise that they have a
stake in the stability and orderly expan-
sion of all parts of th: global economy.
Right now it is essential to the smooth
progress of world trade that industrial
countries such as Britain, France and
Italy should suc-eed early in mastering
the graver aspects of domestic inflation
and that the US, West German and
Japanese economies should not be deter-
red from moderate growth policies, To the
extent the OPZC  pric: decision has
generated uncertainties in this area it
must necessarily be viewed with lively
apprehension.

consumer resistance

Fortunately there is a fair chance of the
major oil-importing countries putting up
desirable consumer resistance. Their
stockpiling of oil in the latter half of 1976
in anticipation of OPEC manoeuvres is
in their favour. The more strident
politicians of the OPEC arec banking
on an increase in oil consumption in the
United States and other industrial countries.
But they also know that Saudi Arabia,
which had initially opposed any price
increase and had only reluctantly decided
subsequently on a once for-all five per cent
increase for all of 1977, is able and may
be willing to step up its own oil output
and thus thwart any attempt on the part
of the other 11 OPEC producers to enforce
a higher price structure for their crudes
by curtailing supplies. The potential
strength of the Saudi position in this
respect has been underlined both enter-
tainingly and emphatically by the violent
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diatribes directed against the Saudi
Arabian Qil minister, Sheikh Ahmed Zaki
Yamani, by certain OPEC commentators,
notably the Iranian press.

France’s president has promptly ex-
pressed his disquiet over the growing
militancy of the oil cartel. The new
administration in Washington is also
likely to show similar concern. Since
there are within the OPEC itself powerful
forces making for moderation and enligh-
tened international cooperation, it may
be that wiser counsels will prevail between
now and July, especially if the oil-import-
ing countries show sufficient statesman-
ship and strengthen the hands of the

“moderates”. Incidentally, the difficultie
which certain QPEC producers are bounc
to experience in marketing their heaw
crudes which the higher price structur
has rendered less competitive should helg
in cooling the <‘hotheads” within the
cartel. Some of them are already beginning
to be apprehensive of defections from the
ranks of the Eleven who voted for the
higher price structure at Quatar against
Saudi Arabian advice recommending
restraint. It is quite possible that the
internal strains caused by its own excesses
may do more to undo the oil cartel
eventually than all the external pressures

that may be brought to bear on it.

Commerce ministry’s
case for export bank

THE uNIoN Commerce ministry is reported
to have submitted a detailed memorandum
to the Banking Commission to consider
favourably the case for creating a foreign
trade bank to provide adequate finance
for exporters. The ministry is understood
to have pointed out that the facilities
offered by the commercial banks and the
Industrial Development Bank of India
(IDBI) are not adequate and that, even
after setting up a high-level committee on
export finance by the Reserve Bank,
difficulties continue to be faced by
exporters in getting timely and sufficient
credit. In the absence of the full text of
the memorandum, it is not possible to say
to what extent the Commerce ministry has
made a convincing case for establishing a
foreign trade bank. It istrue that, occa-
sionally, exporters and their organisations
have been voicing their grievances about
the availability of credit and its high cost.
‘But are these problems such as can be
solved only by setting up a separate
foreign trade bank?

The union Finance ministry and the
Reserve Bank have been saying that, in
enforcing restrictions on credit, care is
-always taken to ensure that the needs of
exporters are promptly met so as to enable
them to compete effectively in world
‘markets. The latest annual report of the
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directors of the Reserve Bank has observed
that the export sector continued to receive
“high priority” in the provision of bank
credit during 1975-76 and that banks were
specifically asked to take appropriate
steps to remove the bottlenecks, if any, in
the way of spzedy decisions. The report
has describzd in detail the several measures
taken, at the instance of the Standing
Committee on Export Finance, to provide
special facilities for the export of medium
and heavy engineering goods, for overseas
construction contracts, for consultancy
firms exporting consultancy services, for
concessional pre-shipment credit for sugar
mills, and so on. Financial facilities were
also provided for industries to participate
in the fairs and exhibitions in foreign
countries. It will be interesting to know
whether there have been specific cases
where the Reserve Bank has failed to act
praomptly in providing export finance even
after the Commerce ministry has brought
the difficulties to the notice of its Standing
Committee.

The Commerce ministry is reported to
have represented to the Banking Commis-
sion that the attitude of the commercial
banks to exports is often found to be
traditional while the need of the hour is to
have a non-traditional approach. But the
fact that our engineering industry has
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kpressed confidence in its ability to reach
n export target of Rs 1000 crores by 1978-
9 seems to indicate that difficulties in
etting export credit are not of a serious
ature. In fact, Mr F.A.A. Jasdanwalla,
resident of the Association of Indian
ingineering Industry, in a speech in New
delhi on December 9, 1976, admitted
hat several measures taken by the govern-
nent had ‘‘strongly contributed to the
yoost in exports™. He specifically men-
ioned the following: liberalisation of
redit for exports, arrangements with the
World Bank for instituting the Technical
Jevelopment Fund Scheme, introduction
>f the IDBI soft loan scheme for moder-
asation of industry, and the provision of
suyers’ credit to certain countries.

Mr Jasdanwalla also said that credit for
the spurt in exports must go “in a very
large measure” to the government for its
“‘yery pragmatic approach”. Can it be said
therefore that the nationalised banks and
other public sector financial institutions
have been indifferent to the promotion of
non-traditional exports? It is, of course,
not suggested that exporters of engineering
goods and other products have no
problems in regard to the availability of
credit on competitive terms. There is
indeed a strong case for further liberalising
the terms of packing credit especially for
capital goods and also for lowering the
rates of interest. In particular, financial
facilities should be provided adequately to
enable exporters to form consortia which
are so essential for developing project
exports. But cannot these and other
related issues be properly tackled without
setting up a foreign trade bank?

banks' disability

The Commerce ministry is also under-
stood to have told the Banking Commis-
sion that the commercial banks are not
adequately equipped to judge the viability
of proposals relating to turn-key projects,
that they have been neglecting develop-
ment work in the field of quality upgrada-
tion and sampling which can augment the
export of items like fruits and vegetables,
and that they do not give proper attention
to investment in export-oriented industries.
But it should be remembered that for
many years after nationalisation, the banks
had to grapple with numerous difficult
problems, including that of maintaining
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discipline among staff, and it was unrealis-
tic to expect them to get themselves deeply
involved in export promotion activities to
the extent desired by the Commerce
ministry. However, now that banks have
overcome their handicaps arising from
sudden nationalisation, it should be
possible for them to give greater attention
to measures for augmenting exports, The
Reserve Bank should also see to it that
the commercial banks promptly and
sincerely implement its directives in regard
to the provision of export credit. The
Commerce ministry should bring to the
notice of the Reserve Bank instances of
individual banks not complying with its
instructions to enable it to take appropriate
action.

It is not known whether the union
Finance ministry also has submitted a
memorandum to the Banking Commission
and, if so, what its stand is in regard to
the formation of a foreign trade bank. The
commission will have a delicate question
to decide if, on an important issue like
export credit, the ministries of Finance and
Commerce speak with different voices.
Incidentally, it is interesting to note that
the Commission has asked in its question-
naire about the desirability of forming
separate banks for promoting tourism, for
house construction, and so on. Will the
union ministries of Tourism and Housing
urge the Commission to consider the case

for separate banks for encouraging these
activities ?

Prices and

Plan outlay

AT THE beginning of the new year, the
outlook on the price front seems to be
such as to call for abundant vigilance on
the part of government, industry, trade
and the community. The wiping out of
the gains achieved in a period of 21
months, since anti-inflationary measures
were announced in July 1974, in the nine
months ended December 1976 should
certainly give cause for concern. It could
be proudly claimed until March last year
that a negative rate of inflation had been
established in India when prices were
tending to rise alarmingly even in the
developed countries. The World Bank too
expressed appreciation of the efforts made
by the government of India and Reserve
Bank to control inflation successfully
through appropriate monetary and credit
measures. In the past nine months, how-
ever, there has been a steady rise in prices
which has had a vitiating effect on the
index for all products. This index stood
at  314.9 (base 1961-62=100) against
295.7 on December 20, 1975 and 316.4
on December 21, 1974. Considered in
the context of a higher Plan outlay and a
doubling of the rate of increase jn money
supply in the current financial year, this
development ought to cause concem,,

Anxiety about price trends, however,
could be exaggerated and movements in
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the price index, should be read with cir-
cumspection. Even with the increase in
wholesale prices by 10 per cent food arti-
cles are now cheaper than two years ago
while t-he chemical group also has record-
ed a significant reduction in the same
period. “Industrial raw materials”, on the
contrary, have touched a new high level,
the index rising to 333.9 from 319.3 in
1974. Only a marginal rise has been

recorded in prices of machinery and
transport equipment,

It is also necessary to examine care-
full'y the fluctuations in the indices of the
main group and sub-groups over a period
of twelve months. It will be then realised
that the shortages in edible oil and raw
cotton have been on account of shortfalls
in production and increases in consump-
thn and the secular trend in wholesale
prices has no sinister significance. Indeed,
some purists might raise their eyebrows if,
1t 1s suggested that the increase in moneys
supply by 11.2 per cent between April
and November 1976 as compared to 6.3
per cent in the same period in 1975 may
not be the villain of the piece. By the
same token, expansion of bank credit also
cannot be said to have induced harmful
effects. Itis true that there has been 2
pronounced increase in non-food credit
extended by the scheduled commercial
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banks since September last year and the
calculations of the Reserve Bank about
controlling credit expansion have gone
wrong. However, no satisfactory explana-
tion has been given so far why non-food
credit has increased though it is justifiable
to presume that an increase in stocks of
steel, fertilizers and non-ferrous metals
and higher prices for raw cotton and tex-
tiles have resulted in the immobilisation
of fairly large funds.

The situation in this regard would have
been even more uncomfortable if successful
efforts had not been made to increase
exports of steel, cotton textiles, aluminium
and engineering goods and care had not
been taken to reduce imports of food-
grains, steel, copper, zinc and fertilizers.
The larger advances against cotton and
textiles were inevitable as raw cotton
prices had risen by 65 per cent and there
had to be a rise in prices of cloth and
yarn though not correspondingly.

exaggerated effect

The increase in money supply as a
result of massive procurement operations
and surging foreign balances could be said
to have inflationary effects if there had
been an aggressive demand for consumer
and durable goods. The injection of pur-
chasing power of over Rs 1,000 crores
due to heavy procurement purchases has
not, however, been reflected in a larger
demand for textiles, bicycles or other
items. On the other hand cotton industry
circles are worried about the lack of
adequate offtake of textiles of different
types while there has been no pick up in
demand for bicycles or other appliances.
Only in respect of edible oils, sugar and
some services there has been increase in
demand and shortages in particular direc-
tions have had an exaggerated effect on
the price structure, as stated above.

In so far as there has been no net large
increase in borrowings from the Reserve
Bank as a result of the building up of
buffer stocks in 1976 and bank deposits
have been utilised largely for expanding
food credit, the inflow of funds into rural
centres cannot be said to have been res-
ponsible for a net increase in money sup-
ply though it could be expected that the
distribution of incomes in the spending
groups would have led to heavier outlays
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on food articles and consumer goods. The
lower and middle income™ groups, evi-
dently, are not in a mood to fritter away
their savings and only with a sustained
high level of agricultural production and
new opportunities for securing credit on
an assured basis, will there be an enlarge-
ment of demand for consumer and
durable goods.

consumption trends

If this kind of reasoning is correct, a
larger demand for consumer and light dur-
ables may be expected with the mainten-
ance of agricultural production at a fairly
high level for the second season in succes-
sion. What is really relevant is the fact
that the additions to buffer stock out of
indigenous production are only about a
net nine million tonnes and the balance of
109 million tonnes out of the 1975-76
crops has been either consumed by popu-
lation or kept to a certain extent as mar-
ginal stocks, If it is remembered that the
previous year’s consumption of 109 mil-
lion tonnes or even slightly less consisted
of imported stocks of only four or five
million tonnnes, there has been an in-
crease in the purchasing power of small
farmers and others with additional sales
of five or six million tonnes of foodgrains,
out of indigenous production. This is
apart from the injection of purchasing
power through procurement credit. The
year 1977 will, therefore, have to be care-
fully watched for shifts in consumption
trends or the emergence of new demands
from some directions.

There is, however, no danger of any
unexpected rise in consumption not being
matched by corresponding supplies of
essential commodities. There is no dearth
of cloth and yarn, sugar or light durables.
Only there will have to be massive imports
of edible oils and the efforts made by the
government in this regard have not been
as effective as expected earlier though the
policy is well conceived. It will not serve
the purpose if only the needs of the
vanaspati manufacturers are met to the
extent of half of their requirements
through imports. The common man is
using edible oils from crushers and refi-
ners to a greater extent than vanaspati
and unless refined and imported oils in
usable forms are sold through fair price
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shops, open market prices cannot be
brought down from the present high
levels.

The shortage of cotton too can be
overcome with the use of other fibres and
large imports. It is necessary, however, to
have a national policy for marketing
cotton as it has been loudly complained
that the monopoly procurement scheme
of the Maharashtra government has been
mainly responsible for the skyrocketing
of cotton prices. Higher prices have no
doubt been advantageous to Maharashtra’s
cotton growers, but it has affected con-
sumers all over the country and it has to
be decided how a level of prices reason-
able to growers and consumers can be
established. While these questions are
being examined, the government has the
necessary tools at its disposal in the
form of bursting buffer stocks of food-
grains, bulging foreign balances and a
comfortably high level of industrial pro-
duction.

import arrangements

If there is a shortage in essential com-
modities as a result of higher consump-
tion, imports can always be arranged.
These imports too need not result ina
net big increase in foreign exchange ex-
penditure as there will be opportunity
for displacing other imports and stepping
up exports of many other items. Again, a
higher level of Plan outlay in 1977-78 can-
not also have a disturbing effect as the
additional demand for steel, cement, elec-
trical equipment, diesel engines, transport
equipment and the like can be met in
the required volume and the different
industries will be in a position to raise
their output further only if current pro-
duction can be fully absorbed. Indeed,
the government should relax its tech-
niques of demand management and in-
crease Plan expenditure in a way whicl
will have larger spread effects. Bigge
outlays on the construction of transmissior
lines, creation of generating capacity

energisation of pumpsets, improvement o
communications and execution of irriga
tion projects can be easily achieved fo
securing the desired results. The yea
1977 can then prove to be a turning poir
in the country’s economy.
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CAPITALS
CORRIDORS

R. C. Ummat

Developing world meet - Engineering exports
to south-east Asia - Foreign exchange reserves

THE DELIBERATIONS of the round table
ministerial meeting on industrial and
technological cooperation among the
developing countries, which was organised
here last week by the United Nations
Industrial Development  Organisation
(UNIDO) in cooperation with the govern-
ment of India, suggest that there isa
good deal of scope for not only bilateral
cooperation among various developing
countries, on the one hand, and India, on
the other, but also of multilateral coope-
ration among the developing countries in
general. The meeting was attended by
representatives from 18 developing coun-
tries. The delegations of 16 countries
were headed by their ministers of in-
dustry.

Organised with the main objective of
exploring in a concrete way avenues of
co-operation among the developing na-
tions with a view to achieving the goal
set in the field of industry by the Lima
declaration — by the year 2000, at
least 25 per cent of the world industrial
production should originate from the
developing countries—the meeting identi-
fied the following specific areas of coope-
ration which could be pursued by the
developing countries present at the meet-
ing and also by the other developing
nations:

identifying technology

(i) co-operation in the field of industrial
technology with a view to improving the
identification and use of technologies
already available in the developing coun-
tries, including technical know-how and
skills, machinery and equipment, design,
consulting and construction capabilities;

(ii) establishment of a technology bank
which would consider matters relating to
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joint purchases of technology and exami-
nation of contracts and agreements al-
ready concluded to provide guidance to
others so asto avoid the mistakes con-
cerning the experience of particular
technologies by other countries;

(iif) arranging of industrial training to
augment the skills which are considered
basic to industrial development pro-
grammes;

(iv) establishment and strengthening of
the institutional framework at the national
and regional levels to sustain industrial
and technological development;

applied research

(v) the creation of programries of co-
operation concerning applied resecarch and
development activities in specific sectors,
drawing upon machinery and capabilities
already available in the developing coun-
tries concentrating specifically in the fields
of engineering industries, electronics,
fertilizers and agro-chemicals, pharma-
ceuticals, chemical industries and energy;

(vi) the development of concrete plans
for the use of engineering and consultancy
capabilities available within the develop-
ing countries; and

(vii) to promote collective action for
negotiating and bargaining for more
equitable economic relationships and for
technology acquisition.

The need for standardisation of specifi-
cations for capital, intermediate and
consumer goods to be adopted on a
sub-regional or a regional basis was reco-
gnised and it was agreed that this matter
should be studied in depth with a view
to enlarging trade opportunities among
the developing countries.

It was also recognised that there was
need for improving and expanding certain
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reputed technical institutions in the
developing countries so as to make them
centres of excellence. It was agreed to
explore the possibility of cooperative
funding under the auspices of the UNIDO
to achieve this objective for the benefit of
all the developing countries.

Concrete programmes were envisaged

to be drawn up under the auspices of the
UNIDO especially for setting up institu-
tional centres for research and develop-
ment in three specific fields, namely,
non-conventional sources of energy, drugs X
and pharmaceuticals and electronics.
. The UNIDO, it was felt, could also help
in terms of advice and expertise on condi-
tions which should govern procurement of
technology from the developed countries.

clearing house

Noting that bilateral arrangements for
copperation among the developing coun-
tries already existed to some extent and
joint commissions had been established
by different countries to plan and review
t'he progress of cooperation between them,
it was emphasised that creation of clearing
house arrangements could add new
dimensions to these cooperative endea-
vours as there was information gap relat-
Ing to the capacities of the developing
countries which could be utilised. The
information, it was felt, was required on
the available technologies, training facili-
ties, availability of qualified personnel,
existence of consultancy organisations as
well as facilities for research and develop-
ment which could be utilised for joint
endeavours. The UNIDO was requested
to study this matter and injtiate action so
that relevant informatjon could be collec-
t.ed for dissemination among the develop-
Ing nations.

With regard to multilateral cooperation,
three proposals were considered. These
were: (i) holding of round table minis-
terlal. meetings on the lines of the New,
Delhi meet; (ii) triangular arrangements”
between the assisting and the assisted
countries and the UNIDO; and (i)
organisation of consultancy meetings
under UNIDO sponsorship for the purpose
of developing cooperation between on€
particular  country and another more
advanced developing nation,

The need for strengthening the UNIDO
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was stressed. It was suggested that some
of the participating countries could pledge
even on a token basis resources to the
UNIDO general trust fund.

India’s offer to share with the developing
countries its know-how and experience
in developing industries as well asin
planning and operating industrial enter-
prises was well received by the delegates.
It was generally recognised that India and
some other more developed countries
among the developing ones were able to
meet the machinery and equipment needs
as well as the requirements of consultancy
services of most of the developing nations.

Although the creation of collective
centres of excellence for research in drugs
and pharmaceuticals was not originally
suggested in the agenda papers of the
New Dethi meeting, it was included in
this programme in pursuance of the
deliberations of Colombo meeting of the
developing nations. It was generally felt
that the dependence of the developing
world on the developed nations in the
field of drugs and pharmaceuticals needed
to be reduced expeditiously.

* *

The Association of Indian Engineering
Industry (AIEI) feels that despite the keen
competition from Japan and other
advanced countries, there is immense
scope for stepping up our exports of
engineering goods to the south-east Asian
markets.

In spite of our prices being generally
competitive, countries like Japan, the
Association points out, score over us
because of the very liberal payment terms
which they are in a position to offer to
the south-east Asian customers. In most
cases, these terms are tailor-made to the
requirements of the south-east Asian
countries which have enabled Japan in
particular to capture a lion’s share in
these markets.

But still the immense scope for our
exports, the Association feels, is there
because of three reasons. First, there is
general keenness among the buyers to go
in for Indian products owing to cultural
affinity and geographical proximity, the
latter resulting in savings in ocean
freight. Secondly, the Japanese goods are
often ‘‘over-sophisticated” to the needs
of these countries and their capacity to
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absorb advanced technology. The Indian
equipment and machinery has been found
to be easily adaptable to the requirements
of these countries. Thirdly, in most of the
south-east Asian countries, the standards
and specifications used are similar to
those being used in India,

The Association, however, points out
that unless some steps are taken to match
the very generous offers made by the
developed countries, the headway which
our exporters can make in the south-east
Asian markets cannot be rapid. It has,
therefore, called upon the Indian engineer-
ing exporters to review their payment
term facilities.

The major opportunity areas for the
Indian engineering exporters, according
to the Association, are in the field of
project exports, particularly those which
are being financed by the Asian Develop-
ment Bank or the other world financial
institutions. The emphasis in these
countries is on development of infrastruc-
ture facilities such as irrigation and
power, transportation, communications,
port development and ship-repairing.
These countries are also embarking upon
fairly ambitious industrial development
programmes. India, it is felt, can offer
both technical services and equipment
and machinery suitable for these deve-
lopment programmes,

creating an image

The Association is of the view that
there is an urgent need to rectify our
image in the south-east Asian markets as
there have been a number of instances in
the past of our exporters defaulting either
on quality or delivery schedules or both.
Adherence to quality and delivery
schedules, it is stressed, are of utmost
importance if exports are to be multiplied.

It is also considered necessary that
effective publicity is given to our
engineering capabilities through publica-
tion of attractive literature, indicating
production/processes development, cont-
racts/orders secured, etc., together with
technical specifications of the products
manufactured. Arranging of visits of the
important buyers and project authorities
from these countries to our industrial
plants and establishments, it is felt, will
go a long way in interesting them in our
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machinery and equipment. This way they
will be enabled to see for themselves the
level of technology achieved by us.

The Association believes that our
“continuous presence” is also a must for
making a headway in the south-east
Asian markets. This, it thinks, can be
done by way of establishing an industry
office in the region.

The Association has suggested to the
government that it may be worthwhile to
post technical persons or advisers in our
embassies and high commissions in the
south-east Asian countries so that dis-
cussions with the project authorities and
other buyers there can be made meaning-
ful, specific and result-oriented.

* *

In spite of the off-repeated claims of
the government about liberalisation of
imports following the encouraging balance
of payments position, our foreign ex-
change reserves continue to grow fairly
rapidly. Including gold and SDRs, they
are stated to have reached the impressive
level of Rs 2,655 crores by December 31.
Of these, gold coins and bullion held by
the Reserve Bank accounted for Rs 182.53
crores, foreign securities in the issue
department of the bank for Rs 921,74
crores and balances held abroad for
Rs 1,364.05 crores. The remainder sum
of nearly Rs 188 crores was accounted for
by SDRs.

In correctly appreciating the foreign
exchange assets of the country note, how-
ever, needs to be taken of the fact that
the gold reserves continue to be valued
since 1971 atRs 84.39 per 10 grammes.
It these reserves are revalued appropria-
tely according to the realisations from the
IMF gold offerings in the international
market, our total foreign exchange assets
should exceed Rs 3,000 crores.

With exports this year expected to
reach the level of Rs 4,800 crores, imports
of food and metals having gone down
substantially (those of fertilizers are
understood to have been resumed to meet
the deficit between requirements and
domestic production) and remittances by
Indians abroad continuing to grow, the
government apparently has considerable
elbow-room for liberalising imports fur-
ther in the interest of containing the
prices spiral.
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Industries: current assets and liabilities

Dr K. S. Mathur & D. K. Kotia

The authors, who are associated with the department of
Accountancy and Business Statistics of the Rajasthan University,
studied 10 major industries to find if the ‘current ratio’ is 2 to 1.
They have come to the conclusion that this norm does not

apply either individually or collectively in the industries covered
by their study and that the established norm should be revised.

THE rRULE of thumb for current ratio,
which shows short-term financial position
in industries by establishing relationship
between current assets and current
liabilities, is 2 to 1. This traditional norm
has been so popular that current ratio is
also known as 2 to | ratio.! But the pre-
sent study rejects this norm in Indian
industries.

In this study the hypothesis that the
current ratio is 2 to 1 has been tested by
applying Student’s “t” test. Further, it
has also been studied whether there is
significant difference in current ratio (i)
between industries for the same time and
(i) between time for the same industry
by applying variance analysis technique.
The study is based on the current ratios
of large public companies? in 10 major
industries for seven years shown in
Table 1. These companies would reflect
the trend of the corporate sector asa
whole.

textiles industry

Firstly, the hypothesis has been tested
in cotton textile industry. The various
calculations made in this respect are as
follows :

(1) Mean of current ratio (X)=1.37

(2) Standard deviation of current ratio
(6)=0.14

(3) Number of observations (N)=7

4. Hypothetical Ratio (u) = 2

5. Value of “t” = wa—'—;ﬁ»l v N=1
n.37—2
i v Vv i—=1=11
6. Degrees of freedom = N—1
=T7-1=6
7. Level of significance = 192
8. Table value of “t” = 3.7

As the calculated value of «“”* is higher

than the table value of “t” the hypothesis
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is not true. The difference between actual
ratio and hypothetical ratio is significant,

Hence, current ratio is not 2 to 1in
cotton textile industry.
Secondly, the same test has been

applied to test the hypothesis in selected
industries as a whole. For this purpose,

POINT
OF
VIEW

average current ratio has been calculated
for each industry on the basis of average
current assets and average current liabi-
lities for the four years (shown in Table I).

The various calculations are as follows :

1. X = 1.345
2. ¢ =0.27
3. N=10
4, b =2
5. Value of
¢ = \1.345-2] —_— )
= o7 V10— =73 (\

6. Table value of “t” at 9 d.f. and
one per cent level of significance = 3.25

In this case also the calculated value
of ‘¢’ is higher than the table value of ‘t’.
This shows that the observed result
significantly deviates from the hypothesis,

Thv..xs, hypothesis is incorrect and current
ratiois not 2 to 1.

Though cutrent ratio is not2to I in
industries as a whole, it does not mean
that the ratio does not differ from
industry to industry and from time to
time. This has been studied by applying
“F” test in the technique of variance
analysis.

After making various calculation,ugp‘

TasLe 1

Carrent Ratios of Large P

ublic Limited Companies

Ratio of Current Assets* to Current Liabilities**

Av. current
Industry - T e e ratio for
1968-69 69-70 7071 7172 7273 1374 7475 4 years
Tobacco ’ 2.27 2,37 2.28 2.03 199 230 1.75 2.00
Cotton textiles 120 123 132 134 138 150 154 138
Iron and steel 133 117 113 104 104 19 1‘21 1'09
Aluminium 133 148 192 161 147 149 146 1.52
Engincering 123123 123 129 132 137 131 129
Chemicals 130 137 134 14l 143 1so 168 1.4l
Cement L19 122 128 128 127 139 131 1.25
Paper & paper )
g;qdu.cts ?.]919 121 139 137 126 148 144 132
1ppin .
Elegtr;icigty gonera. 12101 094 093 08 071 0.92‘),;
tonandsupply 090 091 09 097 091 107 g0 1 7
Mh. e et

Notes : *Current Assets include,
debtors balance, (3) bo
balances, and (5) adya

**Current liabilities include (M
banks, (3) other current borro
liabilities,
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(1) inventories, (2)loans and advances and othef
ok val'ue of quoted investments, (4) cash and bank
nce of income-tax in excess of tax provision.

current provisions, (2) borrowings from
wing, and (4) trade dues and other current

-~ Source : Various issues of Reserve Bank of India M onthly Bulletin:
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relating to this technique, the analysis
variance is presented in Table II.
(i) F (between columns)
_ Variance between columns
- Residual variance
0.025
= —— = 2.1
0.012 2
Table valuc of F = 3.2

Here, the calculated value of “F”.

is lower than the table value of “F”.

Therefore the difference between the

current ratio of different times for the
) same industry is not significant.

(iiy F (between rows)

Variance between columng

Residual variance

0.8
= —— = 66.7
0.12

Table value of F = 2.2

Since the calculated value of F is grea-
ter than its table value, there is signifi-
cant difference between the current ratio
from industry to industry.

Thus, the following conclusions may

be drawn from the study:

(1) The norm of 2 to | does not apply
(neither individuoally nor collectively) in
the industries covered by the study. There
is need for further study in this regard
and in the light of the result, the esta-
blished norm for the current ratio may
be revised.

(2) The difference it the ratio from time

to time in the same industry is not signi-
ficant.

(3) The industry-wise difference in the
ratio is significant.

References

1. J. Batty : Management Accountanc
Macdona'd and Evans Ltd., London, Third g,d)i':
tion, p. 417

2. A lgrge bublic company here meansa
ccémpany with paid-up capital of Rs. one crore or
above.

3. One per cent level of significance means that
there 1% one per cent chance that the conclusion
derived is r.ot correct,

TanLe 1L
Analysis of Variance

Sources of

Sum of squares Degrees of Varienc (2-=-3)
variance freedom
1 2 3 4
1. Between columns
(time-wise) 0.15 6 0.025
2. Between rows
(industry-wise) 7.19 9 0.8
3. Residual 0.64 54 0.012
7.98 69

Total

Cropping pattern in Sultanpur district

G. N. Singh, D. S. Singh & R. l. Singh

To raise the level of net income
authors who are associated with

per hectare in Sultanpur, the
C.S. Azad University of

Agriculture & Technology, Kanpur, suggest that apart from more
intensive land use, the farmers should adopt modern crop rotation.

They suggest that in addition o

should be grown as cash crops.
THE STUDY of economics of the cropping
pattern is assuming great significance in
view of the greater emphasis on the
balanced development of agriculture to
meet the food, fodder, fibre, oilseeds and
other requirements of the population. If
the country has to be self-sufficient in
major agricultural products, it is to be
seen by the planners, and policy makers
that lopsided development of certain crops

:ﬂ‘sulting from their higher prices does

not take place to the detriment of other
crops which are not so profitable, but
essential for agricultural economy of the
country, The cropping pattern differs
from country to country, state to state,
district to district and even in the same
district from village to village depending
upon such physical and economic factors
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sugarcane, potato and sunflower

as temperature, rainfall, humidity, soils,
prices, market situations etc. It calls for
conducting regional studies in order
to know the various cropping patterns
prevalent in different regions to make
adjustments in crops and crop combina-
tions as to increase farmer’s profit.

Sultanpur is one of the agriculturally
backward districts of Uttar Pradesh and
no study in regard to cropping pattern of
the area had so far been conducted. Thus,
keeping in view the important role played
by cropping pattern in the agricultural
economy of an area, the present study was
conducted in that district with the follow-
ing main objectives :

1. To study the cropping pattern on
the farms of different sizes.
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2. To work out the economics of diffe-
rent crop rotations under different size
groups of farms.

3. To study the influence of intensity of
cropping on the level of net return per
hectare.

The study is based on an intensive
enquiry of 30 farmers selected randomly
under four size groups viz. 0-1, 1-2, 2.3
and 3 hectares and above from three
villages of Jaisinghpur block. The study
was conducted by survey method during
1974-75.

The area under each size group and the
average size of holdings of the sample
farms are shown in Table I.

Table I reveals that the highest percen-
tage of holdings was found to be under
0-1 hectare size group (40 per cent) and
the lowest percentage being 13.34 per cent

in the size group of three hectares and
above.

The average size of holding in the
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study area varied from 0.87 hectare in
below one hectare size group to 4.19
hectares in three hectares and above size
group, with an overall average of 1.79
hectares.

The cropping pattern is an important
factor influencing the level of earnings on
farms,

The distribution of cropped area under
different crops and its percentage, size
groupwise, on the sample farms have been
shown in Table II.

Table Il shows that, on an average,
wheat occupied the largest percentage
arca being 19.03 per cent to the total
cropped area followed by paddy (18.38
per cent), barley (11.60 per cent), gram
(11.23 per cent) and sugarcane (7.89
per cent.)

The intersize group comparison reveals
that the percentage area under wheat was
the Jowest being (16.69 per cent) in three
and above hectares size group and the
highest (21.27 per cent) in below one
hectare farms. In case of paddy the per-
centage area was the highest in one-two
hectares size group and the lowest in three
hectare and above size group. In case of
sugarcane, the percentage area was the
highest (9.34 per cent) in two-three
hectares size group of farms and the
lowest (6.58 per cent) in below one
hectare size group.

pattern of farming

The traditional pattern of farming is
followed in the locality with the domi-
nance of cereals and pulses over other
crops. Table III shows the percentage of
food and cash crops in the sample farms.
The main cereals grown on the sample
farms were wheat, paddy and batley
while gram and pea were the main pulse
crops. Sugarcane was the only cash crop
grown by the sample farmers in the study
area.

Table 11I clearly indicates that the area
under cash crops in general increases with
the increase in the size of farms. It
increased from 5.48 per cent in below
one hectare size group to 8.54 per cent
in two-three hectares and 8.18 per cent in
three hectares and above size groups of
farms. As against this, the percentage area
under food crops decreased from 87.31
per eent in below one hectare size group
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to0 83.10 per cent in three hectares and
above size group of farms. These trends
were due to the fact that large sized
farmers could offer to have more area
under cash crops for higher returns while
the small farmers with their small land

under improved and high yielding varie-
ties in different size group of farms.

Table 1V indicates that on an average,
the percentage area under high yielding
and improved varieties came to 27.63. It
in general increased as the size of holding

base put more area under food crops to increased from  20.14 per cent on

meet their family requirements. below one  hectarc size group to

Table IV shows the percentage area 35.80 per cent in threc hectares and
TABLE 1

Number of Cultivators and the Average Size of Holdings

Size group  No. of culti- %, age Net cultivated Y.age  Average size of
in hectare vators area holding L
01 12 40.00 10.39 19.92 086
1—2 9 30.00 12.03 22.83 1.34
23 5 16.66 13.50 2551 2.70
3 hectare &
above size 4 13.34 16.76 31.84 4.19
Total 30 100 52.70 100 .79
TABLE {f T T
Crop-wise Area and Their Percentages Under Different Size Groups
Crops Area under different size groups Overall
0-—1 hect. i—2 hect. 23 hect, 3 hect. & total  Yage
above sizc arca
Area % Area % Area ¥ Arca %
Paddy 333 1798 437 2050 400 1882 392 1600 (568 18.38 4,
Chari 133 728 144 500 151 7.0 216 881 644 755
Jwar-+-Arhar 1.43 782 162 898 1.63 7.55 232 965 700 8.10
Sugarcane 1.22 658 152 739 201 934 198 8.0% 673  7.89
Wheat 394 2127 411 2025 418 1937 409 16.69 16.32 19.03
Barley 235 1298 246 1398 257 1191 252 10728 9.90 11.60
Pea 115 630 084 405 128 593 218 889 545  6.64
Gram 219 1176 246 1285 250 1159 243 977 958 11.23
Smaller mil-
lets & others 1.58 8.6€3 1.87 6.00 1.83 848 290 (1.83 818 958
Total 18.52 100 20.69 100 21.57 100 24.50 100  §5.28 100
TasLt 111
Size Group Wise Area Under Food and Cash Crops
Size group  Total cropped Area in hectare under I’crcéz;;;—g:
in hectare area in - e
hectare Food  Cash  Others Food  Cash Others
crops  crops crops crops p
0—1 18.52 1587  1.22 143 8731 5.48 721
1—2 20.69 17.63 1.52 1.54 8569 568 8.63
23 21.57 1895 201 161 g3 ‘ '
3 hectares & ' o8 5.4 T
above size 24.50 20.26 1.98 226 8310 8.(8 8.72
Average  85.28 270 673 684 8466 697 847
54
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above size group. The reason being that
the large sized farmers with their better
economic status and command over
resources could afford higher investment
required in the production of high-
yielding varieties.

The intensity of cropping on the
sample farms under different size groups
is given in Table V.

Table V indicates that intensity of
cropping decreases with the increase in
?the size of holdings. On an average, the
intensity of cropping of the sample
holdings came to 164.04 per cent. The
highest cropping intensity being 178.24
per cent obtained in below one hectare
farms and the lowest being 145.0 per cent
in the highest size group of farms. The
small farmers with abundance of available
family labour on the one hand and low

TA

land base on the other, had made more
intensive use of land to produce enough
to meet their family requirements.

The important crop rotations followed

in the locality

are :

1. Paddy-gram,

2. Paddy-wheat, 3. Paddy-barley and 4.
Fallow-wheat. An economic analysis of
different crop rotations has been made in

Table V1.

Table VI portrays thot paddy-wheat

rotations gave the

highest net

return

being Rs 2303.35 per hectare followed by
fallow-wheat (Rs 1766.42), paddy-barley
(Rs 1656.96) and paddy-gram (Rs 1644.60).

The highest

input-output

ratio was

observed in fallow-wheat rotation being
1:2.05 followed by paddy-gram rotations

(1:1.99).

The intensity of cropping influences the
level of net income per hectare to a large

BLE IV

Percentage Area Under High Yielding and Improved Varieties 01 Farms of Different Sizes

Size group Total area in Area under HY.V. & Percentage area under high
in hectare hectare improved varieties yielding and improved
varieties to total cropped area

0—1 18.52 3.73 20.14
1—2 20.69 5.28 25.41
2-3 21.57 6.99 29.19
3 hectares &
above size 24.50 . 35.80

Average 85.28 6.28 27.63

TABLE V
Intensity of Cropping on Samp’e Farms

Size group Total cultivated Total cropped Cropping intensity
in hectare area area in percentage
0—1 10.39 18.52 178.24
12 12.03 20.69 171.94
2-3 13.50 21.57 159.99
3 hectares & above size 16.78 24.50 146.00

Average RERY 21.32 164.04

. N m’i;ABLE VI

Economics of Crop Rotations

(Tn rupees per hectare)

Crop rotations Input Output Net income Inbut-output ratio
Paddy-gram 1648 3293.07 1644.60 1:1.99
Paddy-wheat 2526.42 4829.77 2303.35 1:1.98
Paddy-barley 2101.42 3756.38 .1656.96 1:1.79
Fallow-wheat 1740.14 3506.56 1766.42 1:2.05
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extent. The intensity of cropping and level
of net income per hectare on farms of
different sizes have been worked out in
Table VIL

TABLE VII

Intensity of Cropping and Net
Tacome per Hectare

Size group Intensity of  Net income
cropping (%)  per hectare
(rupees)
0—1 178.24 1256.31
1-2 171.94 1211.54
23 159.99 1190.05
3 hectare &
above 146.00 1176.56

Table VII clearly reveals that intensity
of cropping directly influences the level
of net income per hectare. The farms of
the lowest size group with the highest
intensity of cropping (178.24 per cent) had
the highest net income of Rs 1256.31 per
hectare, while the farms of the highest
size group with the lowest intensity of
cropping (146.00 per cent) had the lowest
net return of Rs 1176.56 per hectare. It
indicates that higher the intensity of
cropping higher would be the net return
per hectare.

From the above discussions it may be
concluded that paddy, wheat and barley
were the main cereal crops of the study
area and dominated over all other crops
in the crop plan of the sample holdings.
Sugarcane had been the only cash crop of
the area. During Zaid practically no crops
were taken by any of the sample farmers.
Thus, to raise the level of net income per
hectare, the extension agencies should
guide and train the farmers for making
more intensive use of land and adopting
the modern crop rotations. The less
remunerative crops like smaller millets,
barley and local varieties of paddy and
wheat should be replaced by more remu-
nerative crops like high-yielding varieties
of paddy, wheat and maize. In addition
to sugarcane, the farmers should grow
potato and sunflower as cash crops. The
cultivation of Zaid vegetables should be
introduced where assured irrigation faci-
lities are available for raising the intensity
of cropping on one hand and the level of
earnings on the other.
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What will be new

in the new year?

E. B. Brook

The year 1977 is likely to have more realistic exchange rates agreed to
between Europe’s national central banks. This might give the world a
breathing space which must be used constructively. The most potent
method of achieving this purpose would be a realistic outcome of

the ‘North-South dialogue’ in Paris next spring, says the author.

THE WORST thing about a new year is that
it gives a false impression of newness. It
is not the fault of the season for, in
Europe, anything less fresh than mid-
winter weather is difficult to imagine.
The falsity comes, especially this year,
from a number of new things happening
at just about this time—the Common
Market has a new president and a new
commission; in a few days, the United
States gets a new President and new
administration and, in the east, the old
has passed away with chairman Mao and
the new come in with chairman Hua. The
Chinese, in fact, regularly increase the

sense of something new by giving each

from its less fortunate partners. France
is back to its usual pessimism, with a fall
in industrial investment expected for this
year. While the Italians, using sharper
economic and monetary controls, may be
turning the corner from their uncommonly
low economic level, they will certainly
remain the poorest in the Market this
year once more. The British, reinforced
with an IMF loan and prospects of other
aid, may be in aless desperate position
than in mid-1976 but need urgently a
stronger realisation of the need to work
and produce than they appear to possess.
In the United States it remains to be
seen how far a majority Democrat Con-

~ WINDOW
ON
THE WORLD

year a name—this year of 1977 is, a trifle
forbiddingly, the Year of the Snake.

What is not new are the people and
their problems. The people generally,
are to put it bluntly, a trifle worn out.
Thirty two years after Europe started to
rebuild itself after the Second World-War
the continent remains inflexibly divided
between the capitalist and communist
systems. The western, capitalist, half is
split between the Common Market and
the non-market countries. Of the Market
countries, only West Germany can claim
residual prosperity, to which it clings,
nervously conserving its wealth and dec-
lining to cpen up sufficiently to imports
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gress will support a  Democrat Adminis-
tration with a policy of risking higher
taxes to help reinflate the cconomy. What
is never sufficiently understood outside
the US themselves is that resentment
against authority and preference for weak
government is just as powerful among
Democrats as among Republicans, What
they call ‘big government’ is equated with
creeping socialism and is highly unpopular
with Republican businessmen, Democrat
politicians and even among US trade
union leaders who consider themselves
as being ‘above politics’.

Since it is on the policy and actions
of the US Administration that the non-
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communist world largely depends for set-
ting a brighter tone in world economies.
It is of no small consequence what
measures President Carter will put for-\
ward and how far and how soon he will
be allowed to put them into effect. He is,
in any case, stuck with the arch-conserva-
tive chairman of the independent Federal
Reserve Bank, Mr Arthur Burns, until
1978. To get his way in financial matters
Mr Carter will need to exercise all his
presidential authority in ways that may
make him unpopular.

a shot in the arm

President Carter will face, at the begin-
ning of his term of office, an inflated
international importance —inflated because
the world needs a shot in the arm which
only the USA can give and because
Mr Carter has been waited for so long.!
The last half of 1976 was stagnant largely
because, Micawberlike, it was waiting for
something to turn up in the shape of the
new West German government which ap-
peared only in October and, even more, for
the new American President who emerged
only in November. It will be late Feb-
ruary at the earliest before the world

knows what the new US Administration
has decided to do.

Not until then can such important
conferences as the Paris meeting on Inter-
national  Economic  Cooperation—the
‘North-South  dialogue’~—begin to move
again; not till then will OPEC know if its
unwilling moderation in keeping oil-price
Increases to five per cent and 10 per cenf
has met with any response; not till then
will the Soviet Union know if it faces an
opponent or a cooperative partner in such
delicate areas as the SALT nuclear arms
discussions and the middl-ceast. NOt,
also, till then will America’s Europea?
partners in NATO have indication$
whether the United States is going to give
an - expansionist lead to prosperout

~Germany and Japan to open markets moré
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gencrously to the striving exports of
Britain, Italy and France. On this atti-
tude depends, in part, everyone’s chances
of economic recovery.

This latter consideration is not merely
a matter for governments. It is acutely
a matter for individuals also as is seen in
the following OQECD figures of income
buying power between 1974 and 1976.
Of nationals of five countries in North
America and west Europe:

The Americans did best with an increase
in the buying-power of their dollar from
—1.5 to -{-3.2; the French remained fairly
steady with a slight increase in the buying
power of their franc from --2.6 to +3.2;
the German mark improved sharply from
4-12in1974 to 3.6 in 1975 only to fall
back 50 per cent to +1.8in 1976. The
British suffered a steady decline in their
£s buying value from -+2.0 in 1974 to
nil in 1975 and to —1.1 in 1976 whlie the
poor Italians had it rough all the time
with their lira fr®m -—2.3 in 1974 to a
more promising —1.1 in 1975 only to
collapse to —4.0 in 1976,

It in not surprising that several coun-
tries have tried to seek relief from domes-
tic recession by excessive exchange
manipulation—by engineering excessive
devalutions to keep their currencies on
relatively competitive purchasing power
in face of others. But this device has, of
course, dissuaded the more prosperous
from buying at excessive exchange rates
from their less fortunate contemporaries,
so that the remedy was scarcely better
than the disease and encouraged tenden-
cies to harmful protective restrictions.
The most constructive result was an
increasing awareness of the need for
collective action to prevent the global
recession from becoming more rigidly
established. There is now greater conver-
gence of views on economic judgment and
on conception of remedies. If 1977 has
nothing else to its credit at the year’s
end, it is likely to have seen more realistic

exchange rates agreed between Europe’s
national central banks.

While this action, if it comes to pass,

may check recession it would certainly do
no more. But this check, combined with

(at present) relatively moderate increases |

in crude oil prices, gives the world in
1977 a breathing space that must, if
recession is not to deepen, be used
constructively to improve all countries’
trading opportunities at a reasonable
margin of profit. The most potent method
of achieving this essential purpose would
be a realistic outcome to the <North-
South dialogue’ in Paris next spring. It
should ease the way through debt-relicl

and easier terms of trading for indus- ™

trially-developing countries to increase
the world-flow of commerce. Mutual
assistance of this type would help reduce
unemployment, enable Europe to concen-
trate on refinements to industrial produc-
tion of which it is capable, and help
persuade oil-producers that cooperation
can be a multiple and not merely a dual
process, a movement in which they have
a very essential part. If this change in
outlook and cooperation occurs, 1977 will
prove to have been truly a tucky year.

European integration in the

GA'TT perspective : I

Rameshwar Tandon

Though the formation of the OEEC was an oulright breach of Article
X!l of GATT which provided the rules on non-discriminatory use

of Quantitative Restrictions, the author, who is Research Associale in
the Institute of Social & Economic Change, Bangalore, beljeves that
the world trading powers acquiesced to it because both the sterling
and French-franc zones were included in the organisation and most of
the non-European countries also benefited from the measure.

Part Il of the article will appear next week.

Tur prive for regional cooperation in
western Europe sparked off some serious
problems. While some sort of a ‘prefer-
ence’ system was suggested between
Britain and the west European countries,
this idea later concretised in the form
of the OELC.

The success of the code showed that
the European countries were prepared to
give up at least part of their sovereignty
in trade. This encouraged discrimination
within the OEEC, <as there is no record
of any serious effort to spell out the rules
or otherwise to enforce or give practical
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application to non-discrimination for
restricted commoditjes”.!

No doubt this was an outright breach
of Article XIII of GATT which provided
the rules on non-discriminatory use of
Quantitative  Restrictions.  Since the
OEEC was a sort of gentlemen’s agree-
ment, there were no rigid rules and the
membbers could pursue mutual consul-
tations with a view to liberalising trade.
T l}e aim of the GATT was to keep discri-
mination in check and not to help in its
growth.  Moreover various reasons could
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be cited for the attitude of world trading
powers:

I. Both the sterling and the
French-franc zone were included in the
multilateral  settlement arrangement of
the European Payment Union and most
of the non-European countries also bene-
fited from the measures of trade liberali-
sation enacted within the OEEC.

.2.‘ The group of countries being dis-
criminated against were those in the
dollar area but the US itself had urged
Europe to help itself and was instrumental
in bringing about many of the measures

which had built-in dollar discrimination.2 =~

These  discriminatory  arrangements
were accepted as part of the post-war
transitional arrangements which were not
required to conform to the accepted long-
fun commitments. It was hoped rather
Intuitively that a world-wide non-discri-
minatory system of trade would emerge
latter and those regional arrangements
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should facilitate a return to general con-
vertibility of currencies.?

The US attitude was affected by the
non-aggressive nature of discrimination;
it was this type of ‘passive’ discrimi-
nation which was brought about by the
OEEC liberalisation. The programme
was designed to favour the OEEC mem-
bers by promoting a more rapid remova}l
of quotas among the group and tl}xs
feature also conditioned the acceptability
of the programme to the US and others.

When the external convertibility was
restored in 1954, the OEEC sought
cooperation of the GATT with a view
to achieving total freeing of the OEEC
members’ imports on a global basis. It
was also suggested that there was little
benefit in the further continuation of a
code which endorsed discrimination and
that the GATT should take over where
the OEEC had left. Hence, “at least for
the countries which would not claim
balance of payment difficulties, provisions
of GATT go further than those of the
OEEC code. The GATT banned im-
port restriction altogether for these
countries, but the OEEC authorises them
to maintain controls on 10 per cent of
their trade. The continued application of
this code by the European countries and
its possible extension to the US and
Canada would seem to weaken, rather
than strengthen, protection now afforded
by the GATT to countries which would
not become members of the new regional
organisation.”*

quantitative restriction

As compared to the GATT the
OEEC code on discrimination, was quite
flexible, along with some ‘escape’ clauses
for members to abstain from applying the
declared ‘percentage’ rules and there were
formidable differences in the attitude of
two bodies towards quantitative restric-
tions. In the OEEC, negotiations started
without the members feeling bound by
carlier agrece-on ‘fixed’ rules and under
the prevailing circumstances, this seemed
to have been a prerequisite for success and
without a greater flexibility than that in
the GATT, there would have been no
code of liberalisation.® «

The GATT system of tariff reductions,
whereby every one had tomove at the
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same rate, made it necessary for the speed
of tariff reductions to be like thatofa
convoy, that of the slowest member. In
practice, the country whose contribution
to world trade was minimal, would get
away with slower or no trade-liberalisa-
tion and the important trading countries
weighed up carefully the contribution
made by each one of them.

Since the US was limited in its tariff-
reducing power by the Reciprocal Trade
Agreement Act, which permitted at least
five per cent reduction, but which, due to
the escape clauses, peril-point techniques,
permitted reductions which were very
much less, some of the other important
trading countries felt no reason for
dismantling their tariff faster.®

important question

More important is the question whe-
ther such regional arrangements tend to
perpetuate and possibly increase discrimi-
nation, or as claimed, they facilitate a
movement to full multilateral trade; or
under what conditions, can regional
discrimination be a step to non-discrimi-
nation rather than to the creation of a
more or less permanent protected soft
currency area.’

In the GATT, customs unions and
free-trade areas were endorsed, subject to
the condition that they should comprise
substantially all trade between the
members and do not make dauties, etc, on
third-country exports more restrictive
on the whole, than general incidence
before the union.

The Treaty of Rome was submitted in
the spring of 1957 and the special GATT
committee was set up to assess its compa-
tibility. But it was not possible to come
to some definite conclusions, as the tran-
sitory measures stipulated, were not
applied. While the GATT rule limited
the review to ‘trade policy’ aspects
only, the core of the new regional
arrangement was that the members would
extend to their partners, favours and
privileges, not available to the outsiders.
Due to their most-favoured-nation obliga-
tions, they did notask for a waiver of
their non-discriminatory obligations.

At the GATT committee meeting of
1957, it was held that the Article 24 laid
down the basic rule a custom union should

9

apply to be consistent with the objectives
of GATT and it would be more fruitful
if attention was directed to specific and
practical problems, leaving aside ques-
tions of law.8

The purpose of a customs union ot
free-trade-area should be to facilitate
trade between the constitueut territories
and not to raise barriers to trade of
others. With this high aim, Article 24
laid down that duties and other regula-
tions of commerce, instituted by a cutoms
union, should not, on the whole, be higher.
or more restrictive than the general
incidence of duties applicable in the’
constitutent territories, prior to formation
of the union.

In the GATT inter-sessional committee, :
many countries voiced their concern, e.g,
the US, Japan, India, Australia under the:
following heads: ‘

1. The level of external tariff against:
third-countries;

2. The effects on third-countrys’ trade
due to substitution of national quotas for
global quotas for the members;

3. Common agricultural policy and
world agricultural trade; and

4, New preferences due to overseas
territories.

a painful experience

The Article 24 was sufficiently ambigu-
ous and when, over the years, “regional
arrangements that came before the
GATT, did not conform to the tests
of Article 24, the GATT and not the
regional grouping yielded.® It was rather
tragic that the supposedly seclf-evident
differences between the customs-union
and the preferences proved to be com-
pletely misconceived. It was a painful
experience that with one exception
(the UK-Ireland Free-Trade Area), no
customs-union or free-trade-area, presen-
ted for review, has complied with Article
24 and yet none of the agreement has
been disapproved.’®

While Article 5:A laid that the duties
on imports from the non-members should
not, on the whole, be higher or more
restrictive than the general incidence of
duties applicable in the constituent terri-
tories, prior to formation of such union,
the intention here was simply to prevent
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external trade barriers from being raised
in the process of creating a union.

The Treaty of Rome laid down that
the common external tariff should be
calculated as unweighted arithmetic
average of individual tariffs, except ona
few groups of commodities. On this basis,
there would be some loss of exports by
the third-countries to members whose
tariffs were raised and this would be offset
by any gain from increased exports to

,other members whose tariffs were lowered.

As the rates of duty for a larger part of
the CET were not yet known, it could not
be determined whether they were accep-
table and ‘a priori’, the GATT committee
rejected the idea of ‘automatic’ applica-
tion of a formula. The Six rejected
the legal obligations to adjust the external
tariff, in view of its impact on the indivi-
dual countries. The Treaty of Rome pro-
vided for successive elimination between
the members of all import-duties accord-
ing to a fixed schedule; the duties on all
the non-agricultural goods were, with
some exceptions, to be eliminated, on a
linear scale, i.e., by applying a fixed
percentage reduction.!

height index

The problem is whether the the height
of a tariff should be calculated first and
the restrictiveness of each national tariff
observed and then strike some sort of an
average between these national levels
(i.e., by calculating a ‘height’ index for
each country, taking the average of these
indices in order to determine an index for
the CET and working backwards to
calculate a schedule of the external
duties that will not, in the aggregate,
exceed the height of the average), or some
union-wide average may be taken for
each tariff-classification and then deter-
mine the aggregate height of the union-

wide average.!?

It is true that one can not determine
from the nominal percentage rates, the
restrictive impact a duty may have;a
relatively high duty may provide excess
protection in the sense that it may be
more than necessary to eliminate trade
in the commodity in question. The
third countries may be compensated in
theory, by simultaneous reductions of
high tariffs, but really the structure of
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trade does not correspond to this ideal as
such., To obtain compensation by open-
ing up new markets in countries where
duties on same products have been
reduced. is a very uncertain possibility.!?

It was concede that some rates were
bound against increase in the earlier nego-
tiations; the aim of negotiations on the
‘bound-rates’ items was to maintain a
general level of reciprocal and mutually
advantageous concessions, not less favour-
able to trade than that existing in absence
of the proposed modifications.1*

Article 24:6 laid down that in providing
for compensatory adjustment in a union,
due account should be taken of compen-
sation already provided by the reductions
brought about in the corresponding duty
of other constituents of the union. The
overall height of the CET should be judged
by the criterion of Article 25:5A <that the
duties and other regulations of commerce
imposed at the institution of such union...
In respect of trade with the contracting
parties, not parties to such union. .. .shall
not, on the whole be higher or more res-
trictive than general incidence of duties
applicable in the constituent territories
prior to formation of such union’.

On the problem of linking the limita-
tion on restrictiveness at the time of initial
establishment of union, it was pointed
out that—from a strictly legal view—there
was no bar in para 5A to the raising of
common tariff to any level, provided it was
done sometime after institution of customs
unjon,®

inadequate basis

Third countries have argued that in-
dividual commodities must be seen to
assess the volume of trade affected by the
adoption of particular rates and no auto-
matic formula would help. Thus the
‘overall’ height of a tariff is not adequate
basis to judge its ‘incidence’. The follow-
ing difficulties were pointed out:

1. How does one average a tariff and
nominal tariff and how to average the pro-
tective and revenue tariff? .

2. How does one average tariffs on
items with greatly different volumes of
imports, on basis of simple or weighted
averages?

3. How does one average tariffs among
countries and how to apply weights by the
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level of actwal imports, by the level of
potential imports assuming nil tariffs, or
by some measure of the size of national
markets as GNP 716

in theory itis difficult and in practice
it is hardly possible to calculate the average
tariff level of a country and more so for a
group of countries with different tariffs.

Spaak report

The problem is what tvpe of calculation
is most likely to provide an objective
means of meeting tests of Artiele 24:5A.,
The Spaak report held that the overall
total of duties payable under a CET
should not represent a higher percentage
of value of imports into the union than
to total of duties formerly imposed by
the members as compared with their total
imports.'’

The prevailing view was that the weight-
ing process met the requircments as the
volume of trade should be taken into
account. Loveday guessed that the reason
was that the GATT committee took to
this method in calculating the sector inci- -
dence for ten countries in the French
plan.!® The problem was whether the
GATT rule required the CET to be
weighted by the amount of each commo-
dity imported; this was upheld due to
their belief that the weighted average
would be lower (a tariff weighted by the
value of imports, gives smaller weights to
tariffs so high that they keep out most
imports and creates a presumption that
the weighted average would produce lower
figure than the simple average).!®

Hence the weighted average should have
been used in order to reflect the volume
of trade to which each rate applied; but
this measure is also deficient, since the
duties which are most restrictive of
imports, are given the least weight and
duties, so high as to prevent any imports,
would not enter into calculations at all.

There was no guarantee that the losses
and gains would be offsetting, as the
effects of tariff changes on trade-flows
depend on the price-elasticities of demand
and effect of new tariff would depend on
the relationship between tariff and cheapest
source of supply within the community,20

It is necessary that provision for
adequate compensation should be made
and the provisions of Article 24 should be
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amended. Loveday held that most valid
basis to establish rates of duty in a union
is to weigh the national rate for each goods
by country’s import-potential, as measured
by its consumption of goods. He used it
in calculating the overall average tariff for
the Community, by weighting unweighted
national tariffs by national income (taken
as a measure of total consumption).?!

Long back Jacob Viner suggested that
the best measure s the percentage of total
imports to total national consumption;
but this is of little use, as trade-effects will
not be known, until some time after the
CET is fully in effect and a common
market will affect the volume and pattern
of trade in a variety of ways, not directly
related to the level of tariff-protection
against the outsiders.??

complex problem

The GATT Article XI laid down that
no prohibitions or restrictions, other than
duties or other charges, whether made
effective through quotas, import licences

© shall be instituted by any contracting party
- on the importation of any product from
the territory of a party. The problem
of ‘fixed time limits’ was very complex
indeed and the principle accepted was that
all restrictions were to be a subject of
periodic  consultations.  Those taking
resort to exceptions under Article XII had
to justify them and this was no minor
achievement.*

The agreement provided for an all-
ecmbracing ‘escape’ clause by permitting
them to waive an obligation due to GATT;
the conditions to be fulfilled with a view to
benefit from the waiver were that the res-
trictions maintained had been continuously
in use for a specified time and there was
reasonable prospect of eliminating restric-
tions over a short period of time.

Third ‘hard-core’ waiver turned out to
be rather an affirmation of integrity
of GATT than a further ‘escape’ clause, as
it held that final elimination of all restric-
tions on trade must be carried out.
Hence there would be little difficulty in
enforcing a rule which excluded the

Quantitative Restrictions, say on 90 per
cent of trade of the contracting parties,
with a relatively free hand on the rest. A
formula of this kind would enable most of
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the countrics to retain restrictions on most
of the agreements.25

Article 13 laid down that the Quantita-
tive Restrictions should be applied non-
discriminatorily, except in situations
specified in the Article 14. The Treaty
of Rome laid a fixed schedule for elimina-
tion of remaining restrictions. Since the
QEEC liberalisation covered more than 85
per cent of internal trade of the Six, con-
clusion that could be drawn that in the
first instance, members had followed the
line of least resistance and that the remain-
ing 15 per cent represented hard core of
restrictions of real importance.’

The Treaty of Rome did not provide
for harmonisation of restrictions and here
the GATT was also not of much guidance.
The Six held that it was in the nature of a
customs union that the quotas should be
treated in the same way as tarilfls and
members could remove Quantitative Res-
trictions on their intra-trade, without
extending this liberalisation to third-
countries.

The issue was left wide open in the com-
mittee meeting of 1957 and “the difficulty
here lies in the conflict between obvious
purpose of GATT to foreclose future “pre-
ferential® arrangements and the pressurce
of groups of contracting parties to qualify
these arrangements under free-trade-area

vy 27

rubric”’.

vested interest

Hence Quantitative Restrictions are
more difficult to remove in the last few
per cent of one’s non-liberalised trade,
The vested interests and non-competitive-
ness will insist on absolute protection by
the most forceful suppression of imports.28

Prof Huillier pointed that “‘in order to
fulfil their obligations, without causing
too serious a breach in their systems of
protection, the countries taking part, have,
in the first place, been tempted to libera-
lise these products for which the national
demand was inelastic and whose domestic
production was far from supplying in
sufficient quantities to meet demand. By
abolishing quotas on such goods, countries
killed two birds with one stone. For, as
the protection afforded by old restrictions
was very limited, liberalisation increased

imports little, but substantially affected
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the percentage of liberalisation due to
substantial volume of these complementary
purchases. On the other, it was possible
for most restrictive quotas in cffect to be
those whose abolition least increased the
percentage of liberalisation, 2

No doubt the uncompromising prohibi-
tion of Quantitative Restrictions allowed
the GATT to have an influence on the all
important “‘hard-core” restrictions. The
total prohibition of QRs has established
an international moral climate where such‘{
restrictions, though still resorted to, need
defending. While in practice the sanctions
that can be taken, are limited and can
only further restrict international trade.

While the German casc showed GATT’s
strength, the persistence of the negative
lists proved that a lot of work remains to
be done. It could also be argued that the
intention of Article 24 was to accommo-
date the EEC and the US moral support
was very crucial here.
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The Polypropylene phenomenon!

, Polypropylene is converted into
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Its tremendous popularity
amongst processors and end
users alike is because it combi-
nes an outstanding blend of
properties with economy and
performance!

An outstanding blend ot -
properties

No other raw material has such
a unique blend of properties as
Polypropylene:

plastics—means higher yield.

¢ Good heat resistance—
withstands over 100°C.

* High tensile strength.
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extruded and moulded products.
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IPCL for Polypropylene—

Polypropylene,
today’s most versatile plastic
that has revolutionized business
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now comes to India.
Brought to you by IPCL.
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possibilities!
From rugged sacking to thin,
clear film; strappings to ballpoint
refills; fan blades to impellers
for pumps; medical syringes to
textile bobbins; storage batteries
' to even vacuum-flask casings.
Yes, the Polypropylene product
range is simply endless!
IPCL customer service
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Polypropylene readily available
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surface gloss and abrasion
resistance—so products can
retain their attractive looks
longer.
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TRADE
WINDS

Managerial Cadre in
Companies

THE CENTRAL government has
revised the application forms
for appointment of managing
directors, wholetime direc-
tors and managers in Public
Limited Companies or their
subsidiaries.  These require
information inter alia, relat-
ing to the involvement of the
person proposed to be so ap-
pointed, under the cleven Cent-
ral Acts broadly categori sed
as economic legislation. These
would enable the central
government to decide the
“fit and proper™ aspect of an
individual for appointment to
such offices. On the basis of
representations received from
the Chambers of Commerce,
etc, the central government
has in a circular addressed to
all Chambers of Commerce
clarified that the Company
Affairs Department  would
consider it sufficient compli-
ance if information is given
about—(a)any penalty impos-
ed on the person or any con-
viction that the person had to
undergo under any of these
Acts during eight years prior
tothe date of application; and
(b) any proceedings pending
in respect of violation of any
of the Acts which attract the
penal provisions of the rele-
vant Act.

IDBI Loans

The Industrial Development
Bank of India (IDBI) has de-
cided to offer direct rupee
loans to deserving industrial
units for theimport of machi-
nery, technical know-how,
consultancy services, drawings
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and designs etc., under the
Technical Development Fund
scheme (TDF). To be eligi-
ble for the assistance under
the scheme, the applicant
should be in possession of an
import licence granted by the
government under the TDF
and will have to satisfy the
IDBI that the import would
have a favourable impact on
its productivity or exports.

Exchange Loans

The assistance under the
scheme will normally be rest-
ricted to the rupee cquivalent
of the foreign currencies men-
tioned in the import licences.
However, in deserving cases,
IDBI will also be prepared to
consider financing a portion
of import duty. The loans
would run for a maximum
period of five years and
would carry interest at the
rate applicable to foreign ex-
change loans of IFCI and
ICICI. The prevailing effec-
tive rate is 11 per cent per
year. The loans will normally
be required to be secured by a
first charge on the fixed assets
of the industrial concern or a
bank guarantee acceptable to
IDBI.

The union ministry of In-
dustry created in March last
Technical Development Fund
to meet the requirements of
foreign exchange of six selected
IDA industries for the import
of small machinery, technical
know-how etc. While extend-
ing the scope of the TDF re-
cently to all the 37 groups of
select industries specified in
Appendix-1 of the import
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trade control policy, the
government expressed the ap-
prehension that some of the
deserving  industrial  units
might not be able to take
advantage of the facilities pro-
vided under the TDF because
of the paucity of rupee re-
cources. Hence the IDBI de-
cision to offer rupee assistance
to such industrial units.

International Fairs

India proposes to partici-
pate in 21 trade fairs to be
held in various countries duyr-
ing 1977-78. The programme
of participation finalised by
the ministry of Commerce in-
cludes fairs to be held in all
the continents. In Asia, Indian
merchandise will be displayed
in Teheran and Baghdad

international fairs, buyers-
sellers  meet at  Dubai,
exclusive Indian exhibitions

at Jeddah in Saudi Arabia,
Hong Kong and Seoul. In
Africa, India will participate
in Saba-Saba International
fair at Dar-es-Salaam and
Mozambique, Khartoum and
Cairo world fairs.

India will also participate in
a big way in trade exhibitions
to be held, both in east and
west Europe.  Among the
EEC countries, the participa-
tion will be in Milan interna-
tional fair as well as Brussels
furniture fair. In east Europe,
India will participate in Poz-
nan international fair in
Poland, Zagreb autumn inter-
national fair in Yugoslavia.
Brno autumn international fair
in Czechoslovakia and Leipzig
spring international fair in
German Democratic Republic.

In the North American Con-
tinent, India pavilions will be
erected in the production
show at Toronto, Canada. Ex-
clusive Indian exhibitions wij]
also be arranged at Mexico
and another textile show in
Canada. In South America,

the participation will be in the
Lima international fair in
Peru. In Australia, India will
participate in  the second
Asian trade fair at Melbourne.

Cotton Imports

The government contradic-
ted the reports to the effect
that there would not be any
more imports of cotton this
year. A spokesman of the
Commerce ministry stated that

more imports of cotton would-

be arranged as the situation
warranted.  For this purpose,
necessary foreign exchange
had been sanctioned, The
cotton, thus imported, would
be used partly to augment the
current supplies and parily to
build up a reserve stock.

. It was pointed out that keep-
Ing in view the requirements
of the cotton textile industry
and the availability of raw
cotton within the country,
purchase  of raw cotton
to the tune of 500,000 bales
had already  been con-
tracted. More than half this
quantity had arrived and the
balance would be reaching
shortly. The government was
keeping a watch on the avail-
abi.lity of cotton and addition-
al imports would be arranged
as the situation demanded.

Basic Policy

A press note issued recently
stated that ensuring the supply
of raw material, particularly
Taw cotton, is one of the
basic cornerstones of govern-
meqt policy regarding cotton
textiles.  Apart from regula-
tory measures such g adjust-

ment of credit limit and physi- -
cal control and dehoarding of

stocks, availability was improv-
ed by stopping exports on the
one hand and importing cotton
as well as other fibres on the
other.  The policy of the
government in this regard has
been to ensure remunerative
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return to the growers as well
as reasonable price to the con-
sumers. The requirement of
cotton in the country is esti-
mated at 8.2 million bales in
1978-79 and although the tar-
geted annual production is yet
at 8 million bales during that
year, the present production
level is around 6.5 to 7 million
bales. In order to meet this

Pshortage, the government is

making available non-cotton
fibre also to the textile mills.

Steel Scrap Import

An expert committee appoin-
ted by the Metal Scrap Trad-
ing Corporation has recom-
mended that steel scrap should
be imported to meet immediate
shortage and that on a long-
term basis, substitutes like
sponge iron should be deve-
loped. The experts are of the
view that shortages of steel
scrap would develop in near
future and that this shortage
would seriously affect the

‘electric arc furnace industry.

According to the committee,
in 1978-79 there would bea
serious gap of 165,000 tonnes
between demand and supply
and this would rise to 594,000
in 1983-84. It has been pointed
out that the shortages would
develop further as the produc-
tion of arc furnace industry
picked up.

The future of electric furnace
industry is linked closely with
the role of steel scrap arisings.
The non-availability of scrap,
increase  in its price and
deterioration in its quality have
posed a serious deterrent to
the growth of mini-steel plants.
A high level committee in the
Steel ministry is currently
considering the problems of
mini-steel plants and a deci-
sion by the government on
some of the import recommen-
dations of a group of consul-
tants is expected shortly. Import
of steel scrap to meet the
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shortage faced by the arc
furnaces is being considered as
one of the solutions to the
problem and because of the
high price of scrap available in
world markets, the import by
this country may have to be
duty free.

Iron Ore for Iraq

The supply of 18 million
tonnes of iron ore pellets to
Iraq on a long-term basis was
discussed recently between the
Steel and Mines minister, Mr
Chandrajit Yadav, and Irag’s
minister, Mr Flayeh Hassan
Aljassim. The pellets will be
supplied from Donimalai. On
a querry from Mr Aljassim,
Mr Yadav gave the assurance
that India was in a position to
meet Iraq’s requirements
during the interim period.
Iraq’s requirements are ind‘i-
cated to be 150,000 tonnes 11
1978 and 500,000 tonnes in
subsequent ycars. The fraqi
minister stated that his govern-
ment would soon take a
decision on India’s offer.

Export-Import Bank

Rate

The Export-Import Bank of
the United States is reducing
the interest rates it will charge
on new direct loans it grants to
finance US exports.

The new rates—in the range
from eight to nine per cent per
year—will be one-fourth to
one-half of one per cent lower
than the rates the bank has
charged since September 1975,

and will go into effect imme-

Stephen M.
the bank’ presi-
told a
recently.

diately, Mr
Dubuhl, Jr,

dent and chairman,
press  conference

«Since early October 1976,
interest rates have moved
rapidly downward, reflecting
the pause in the economy and
increased market liquidity,”
Mr Dubuhl said, “and the
bank’s borrowing costs have

declined, as have market rates
generally.”

UK Bank Rate

The Bank of England has
lowered its minimum lending
rate by one quarter of a point
to 14 per cent following a
further drop in treasury bond
interest rates. The floating
bank rate was adjusted down-
ward by 0.25 per cent three
times last month and is now
one full point below the record
level of 15 per cent at which it
remained pegged from October
7 to November 19.

Cement Exports

Export earnings from cement
are heading for a record level
this year. According to present
indications, cement may fetch
foreign exchange of the order
of Rs 35 to 40 crore compared
with about Rs 15 croresin
1975-76. Exports in the first
nine months (April to Decem-
ber) have registered an impres-
sive growth. The earnings during
this period have amounted to
nearly Rs 20 crore against
only Rs 5.5 crores in the corres-
ponding months fast year. The
quantity so far exported is
about 500,000 tonnes and
another 300,000 tonnes is
expected to be shipped during
the remaining three months,
January to March. Thus,
cement exports may be of the
order of 800,000 tonnes this
year against about 400,000
tonnes in 1975-76. The export
orders on hand are said to be

" of the value of nearly Rs 40
crores.

The record level of export
earnings from cement will be
mainly on account of larger
volume, although unit-value
realisation is also better than
last year, according to inform-
ed sources. These sources
point out that if cement ex-
ports are to be sustained on a
long-term basis, handling faci-
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lities at ports would have to
be considerably augmented.
There is vast opportunity for
India to export cement to Gulf
countries where developmental
work is being undertaken on a
large scale, Meanwhile, the
State Trading Corporation, the
canalising agency, is awaiting
reports from foreign buyers
about the suitability of bags
developed indigenously in
which cement was shipped for
the first time. The special bags,
developed by the Cement
Research Institute, arec made
of jute with bitumen coating.
If the performance of these
bags is found satisfactory, a
major handicap which has
been hitherto hindering cement
exports will be overcome.

Engineering Exports
to South East Asia

indian engineering exports
to south east Asia account for
a major share of the overall
exports of engineering items
from this country (next only to
exports to west Asia). How-
ever, India’s share in the world
export to south east Asian
countries continues to be very
marginal; but the opportuni-
ties and potential for increas-
ing engineering exports from
India are immense. This was
revealed by the Association of
India Engineering Industry
(AIED) which is in fairly advance
stage of planning of a specific
strategy for south east Asian
markets following recommen-
dations and observations of its
trade mission which visited
these countries last year. The
mission was led by the AIEIL
president Mr F.A.A. Jasdan-
walla.

It was disclosed by AIEI
that although Indian prices
are  generally competitive,
countries such as Japan score
over us because of the softer
payment terms being offered
by them to south east Asian
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Fly your imports in by
Air-India. And raise your
profits to the sky.

Save foreign exchange.
Save time...and costs. With
reduced packing charges
lower insurance rates, ana
no warehousing expenses |
Greater turnover. Faster.
With less capital.

Air-lndia now has the
capacity and flighi freque

to lift 615 tonnes of cz?rgoncy
every week! From five
continents. And to them.

So if you have exports
them going too. Just a'sget
profitably. On Air-India,

Z{v »"octilr cargo by
ir-India. The profits wi
fly in by themselves. will

Cargo to and from:
USA, UK, Europe, USSR
Japan, Australia, Gulf. |
E. Africa, Mauritius.
Seychelles. ’

Al 9934
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customers. Japan’s financial
terms are, in fact, tailor-made
to their requirements. Despite
the fact that Japan has got a
lion’s share in the south east
Asian market, AIEI believes
that there is a general keen-
ness amongst the buyers to opt
for Indian goods. These coun-
tries would prefer to buy from
India because of the cultural
affinity and geographical proxi-
mity. Furthermore, Japanese

7’goods are often ‘“over-sophis-

ticated” for south east Asian
needs. According to the
Association of Indian En-
gineering Industry, the major
opportunity area for Indian
engineering exporters is in the
field of project exports, parti-
cularly those being financed
by the Asian Development
Bank or World Bank.

Sugar Output

According to the Indian
Sugar Mills Association, the
sugar production in the month
of November 1976, the second

w month of the season 1976-77

was about 427,000 tonnes as
against 223,000 tonnes during
the corresponding period last
season. This brings the total
production during the first two
months of the 1976-77 season
to about 504,000 tonnes as
against 258,000 tonnes during
the corresponding period last
year. The off-take of sugar
from factories during the
month of November 1976 was
about 321,000 tonnes for
internal  consumption and
4,000 tonnes for exports as
against about 287,000 tonnes
for internal consumption
“and 84,000 tonnes for exports
in the corresponding period
last season. The total des-
patches in the first two months
in 1976-77 was 630,000 tonnes
for internal consumption and
9,000 tonnes for export as
against 650,000 tonnes for in-
ternal consumption and 134,000
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tonnes for exports during the
corresponding  period  last

season. The total closing stock

of sugar with the factories as
on November 30, 1976 was
about 702,000 tonnes as against
680,000 tonnes on the same
date last season.

Financial Institutions
Chiefs Meet

An ‘emergency’ meeting of
heads of public financial
institutions was convened on
January 10 in New Delhi to
discuss ways to assist sick units
in the country. TIndustry
minister, Mr T.A. Pai, called
the mecting to chalk outa
programme of action to nip
sickness in industry, wherever
possible, in the bud. The
meeting reflecting the govern-
ment’s anxiety to take prompt
measures before the problem
gets out of hand, was attended
by chairmen of the Life Insu-
rance Corporation, Industrial
Development Bank of India,
Reserve  Bank of India,
(governor), Industrial Refi-
nance Corporation, Industrial
Finance Corporation of India
and several chairmen of
the state finance corpora-
tions. Representatives of the
Federation of Indian Chamber
of Commerce and Industry and
Associated Chamber of Com-

merce were also invited to
attend the meeting.

A high level committee had
suggested definition of sickness
as one which had sustained
cash losses for two consecutive
years. On the basis of this
definition, a rough estimate
had shown that as many as
30 textile mills alone were in
financial trouble and would
have to be immediately helped
out. The situation was believed
to have been heightened by the
receipt of a report by a study
team headed by the Additional
Textile Commissioner. The study
mainly related to spinning mills
in south India but the situation
was stated to be no different
elsewhere.

Workers' Participation

The government announced
on January 5, extension of the
scheme of workers’ participa-
tion in all commercial and
service organisations in the
public sector. These include
hospitals, P and T offices, rail-
way stations and booking
offices, road transport organi-
sations, state electricity boards,
banks, insurance, Food Cor-
poration and similar institu-
tions. This follow-up to the
new constitutional directive is
embodied in a government
resolution. The Labour minis-

ter, Mr Raghunatha Reddy,
told newsmen recently that the
participation scheme in indus-
try had brought about definite
improvement in productivity.
He explained that the basic
objective of the new scheme
was to “devise a system where-
by mutual trust and confidence
is created between workers and
managements which would help
promote active involvement of
the workers in the work pro-
cess.” At the same time he
said that the sources of the
scheme would primarily depend
on the extent of realisation on
the part of the management that
the workers could also contri-
bute significantly for effecting
improvement in the work
process.

The new scheme is flexible
enough to allow variations to
suit local conditions as various
forms of worker participation
are alrcady in vogue in the
publie sector. He thought the
matter should be left to the
initiativc of the managements
to evolve a suitable pattern of
participation depending on the
nature of each unit.

Names in the News
Mr A.J.A. Taure, Finance
Direetor, Indian -Petrochemi-
cals Corporation Ltd, has been
appointed a Director of the
Indian Oil Corporation (IOC).

faﬂtetn Seonomist 30 qea 74 ﬁya
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Once again the Central Government has exposed
itself to the charge of mishandling jute matters.
concerns the Indo-
Argentine Food Agreement which was concluded
Under the terms of the Agree-
ment, it will be recalled, the Government of India
undertook to arrange for the supply of 60,000
tons of jute goods in exchange for the 300,000
tons of maize from Argentina.

This time the trouble

in September last.

To fulfil the

culty and delay in the supply of the requisite
quantity of hessian.
action cannot be jutified. These stocks lying in
the mills actually belonged to the shippers who
were holding goods against their sales to the U.S.
and some other countries.
internal price control was lifted and the price of
hessian rose sherply. Thus, it came about that
the shippers were placed in a position where they

But even so, Government’s

On October 1, the

terms of this Agreement, the Government of
India requisitioned some 18,000 tons of hessian
on the last day of the D.I. Rules in great haste.
It has been said that the Government of India
had to resort to this because it experienced diffi-

were being forced to part with their goods bought
at cheaper rates at a time when control was stil|
in force to replace it ata higher price to fulfi]
their delivery contracts which, they rightly pointeg
out to Government, they could not break.
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COMPANY
_AFFAIRS

CAFI

THE IMPRESSIVE recovery recor-
ded by Chemizal and Fibres
of India during the year ended
September 30, 1976 was mainly
brought about by the increase
in demand for polyester fibre
from the textile industry. As a
result the company was able
to operate at a higher level of
capacity utilisation than in thz
previous year and prices too
improved over thz unecono-
mic levels which prevailed in
the previous year. The direc-
tors feel that reduction in
(excise duty, establishment of
.additional raw material capa-
(city and expansion of the
iexisting units for polyseter
« staple fibre manufacture are
ineeded urgently to enable the
¢ textile industry to increase
r production of blended fabrics
rat moderate prices and thus
thelp improving the clothing
astandards of the country.

Export Earnings

- Foreign exchange earnings
from the export of blended yarn
Yand fabric were Rs 39 lakhs

during 1975-76.  Efforts
Yare being made to increase
foreign exchange earnings and
Tthe aim is to earn a minimum
Uof one crore of rupees.

The company has joined
bhands with Alkali and Chemi-
Olcals Corporation and Indian
iF Explosives in sponsoring a
linew company under the name
HAlchemie Research Centre
€rpvt Ltd which will undertake
Qbasic research in the field of
cechemical industry. The govern-
wiment’s approval to this com-
fopany as a scientific research
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laboratory as defined under
section 35 of the Incomz Tax
Act has been sought.

Vazir Sultan

The Vazir Sultan Tobacco
Company has reported subs-
tantial improvements in its
working results during the year
ended September 30, 1976.
Production, sales, profits and
margins all being appreciably
higher than in the previous
year. The company has a'ready
deciared a final dividend of
15 per cznt, making a total of
25 per cent for 1975-76, the
same as was paid for the pre-
ceding year, besides a three-
for-five bonus issue. The
directors have declared their
intention to recommend a
dividend of not less than 16
per cent on the enlarged
capital resulting from the pro-
posed bonus issue in the year
immediately after the issue and
allotment of bonus shares.

The company produced dur-
ing 1975-76, 13,726 million cig-
arettes against 12,109 million
cigarettes in the preceding year
and sold 16,212 million ciga-
rettes as against 15,004 million
cigarettes in 1974-75. Sales of
unmanufactured tobacco dur-
ing the year was of the order
of 1331 tonnes as compared to
1074 tonnes in the earlier year,

The earnings from sales
during the year went uo to
Rs 95.83 crores from Rs 89.98
crores while gross profit before
depreciation and taxation was
significantly higher at Rs 5.39
crores as against Rs 4.18 crores
in 1974-75.

After providing Rs 52.16
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lakhs to depreciation reserve
and Rs 3.29 crores for taxa-
tioa, thz disposable surplus
amounted to Rs 157.48 lakhs.
The final dividend together with
the interim dididend will ab-
sorb Rs 94,25 lakhs.

Siemens India

The directors of Siemens
India Ltd have proposed to
issue 24,00,000 bonus shares
of Rs 10 each in the ratio of
one equity bonus share for
every two equity shares held.
This is subject to the approval
of the sharcholders and the
authoritics concerned. The
proposcd bonus issue will raise
the paid-up capital of the
company from Rs 4.80 crores
to Rs 7.20 crores.

Delhi Cloth

Although sales of Delhi
Cloth and General Mills Co
Ltd have gone up to Rs 179.79
crores during the year ended
June 30, 1976 from Rs 156.84
crores in 1974-75, gross profits
declined to Rs 9.83 crores
from Rs 12.42 crores in the
preceding year. The directors
have recommended an equity
dividend of 7.2 per cent. The
proposed  dividends—equity
and preference—will absorb
Rs 14296 lakhs. It is note-
worthy that 5.5 per cent of the
amount of dividends will be
exempt in the hands of the
shareholders under section 80
K of the Income-tax Act 1961.

The textile industry during
the year under review passed
through a very critical period,
The market conditions of tex-
tiles continued to be adverse
and there was considerable
slackness of demand. The in-
ventory of finished goods con-
tinued to pile up and the sales
were generally poor. Whereas
the prices of raw material con-
tinue to rise, the prices of
finished goods had not increas-
ed and in fact there was g2
decrease in the rates of cloth

and yarn. The liability of con-

trolled cloth remained high and
the company had to incur heavy
lf)sses in meeting this obliga-
tion.

The rayon tyre cord unit at
Kota suffered a serious setback
in its working during the year.
On the export front the efforts
made last year, after the ban
on export of rayon tyre cord
had been lifted, has started

yielding positive results. How-
ever

assistance on exports, the reali-

sation continued to be very
low and uneconomic.

The DCM  Chemical Works
achieved increased levels of
production in all plants except-
ing sulphuric acid and super-
phosphate. Tt g heartening
to note that the company has
received the second outstanding
award from the export pro-
motion council for its export
performance during the year.

The fertilizer plant achieved
substantial increase in produc-
tion during 1975-76 and what
more the production level is
running at still higher rates in
the current year.

The working of sugar fac-
tories was quite encouraging
and the crushing improved
dgring the year. The output in
distillery was satisfactory.

Data  Products progressed
well despite tough competition

and has put many new products
on the market.

Detergents India

Detergents India is setting up
a_plant at Kodur in Cuddappa
district a notified backward

area in Andhra Pradesh, for ..

manufacturing synthetic deter-
gents in the form of cakes and
powder. Promoted jointly by
Mr G. Harish Chandra Reddy
and his associates and the
Andhra  Pradesh Industrial
Development Corporation, the
company will have a licensed
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in the absence of cash .

capacity of 10,000 tonnes of
detergents per annum. Land
has already been acquired and
construction of the plant has
commenced. To raise part of
the resources required for the
implementation of the project
the company is expected to be
in the capital market shortly
with a public issue.

Usha Martin Black

The direc*ors of Usha Martin
Black (Wire Ropes) have recom-
mended the issue of 11,84,166
bonus shares in the proportion
of one share for every share
held by capitalising a sum of
Rs 1,18,41,660 from gener:l
reserve, share premium account
and capital redemption reserve.

The company has received a
letter of intent for manufac-
turing 50,000 tonnes  per
annum of wire rods in coils
at Adityapur near Jamshedpu-.
The project is estimated to cost
Rs 4.60 crores. A part of t'e
project cost would be met by
rights issue of 5,92,083 equity
shares of Rs 10 eachat a premi
um of Rs 2 in the proportion of
one share for every four shares
held after the proposed bonus
issue and 40,000 preference sha-
res (11 pe: cent) of Rs 100 each
at par to the exist'ng preference
sha-eholders in the ratio of
one share for every share held.
Besides 89,585 equity shares of
Rs 10 each at a premium of Rs 2
per share to the employees of
the company. The balance will
be raised by way of loans from
institutions or by issue of con-
vertible bonds and internal
sources.

The project would improve
the company’s profitability as
1t will not have to depend on
external sources for supply of
raw materials for its Ranchi
Plant. Further there will be
Considerable saving in trans-
port costas the company has
Now to bring its raw materials
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from Bombay. The Jamshed-
pur will also add dynamism to
the company’s export efforts
and make its products more
competitive. ~ Moreover, this
will be the first unit in the
eastern region to produce 400
kg coils of 5x5 diameter wire
rods from 100 x 100 mm square
billets.

The compay’s turnover dur-
ing the year ended December
31, 1976 is expected to be
Rs 22 crores as compared with
Rs 16.50 crores in 1975.

Voltas

The directors of Voltas look
forward with restrained confi-
dence to the results of the
current year ending August
1977 and sustained improve-
ment in the future. Sales and
gross margin during the first
quarter of the current year
have been better than in the
same period of the previous
year. The development ePfor'ts
made overseas, particularly 1n
providing technical services,
are beginning to yield good
returns.

Despite  the unsatisfactory
order book of some of its divi-
sions, the overall position is
satisfactory. ~ Greater availa-
bility of own-manufactured
products and the anticipated
increased output at the Thana
works is expected to contribute
to improved profitability. The
associated companies in which
the company had made subs-
tantial investments and whose
products it distributes have
shown encouraging improve-
ment in operations and the
company should begin to
benefit from several years of
efforts it has made in nurturing
and assisting these organisa-
tions.

In the current year, the com-
pany expects to begin market-
ing large centrifugal compres-
sors which offer the advantage

of substantially lower operat-
ing costs, particularly reduced
power consumption.  Plate
freezers essential for export of
marine products will also be
available in the current year.
Its own manufacturing activi-
ties in the mining field are be-
ing progressively diversified
and a manufacturing-cum-as-
sembly operation for ventila-
tion fans and underground
boring equipment has come
into operation in Calcutta.
The projects engineering divi-
sion in collaboration with
Ames Crosts Ltd, a division
of Babcock Wilcox, is now
entering into the allied field of
water pollution control, which
is expected to contribute to
turnover and profitability.

The company will use its
diversifed marketing expertise
to promote the exports of its

own products and to market
in middle east products of
other countries and for this
purpose a wholly owned sub-
sidiary Metrovol Ltd is being
registered in Sharjah in UAE.

Eddy Current Controls

Eddy Current Controls
(India) is making steady pro-
gress. This joint sector project
set up for manufacturing
variable specd eddy current
couplings with thyrister cont--
rols in technical collaboration
with Saskawa Electric Manu-
facturing Co Ltd, Japan, has'
been meeting the demand of
the cement, coal, paper,
chemical and textile industry’
for variable speed drives.:
The company has also develop-!
ed other products such as eddy.
current brakes, dynamometers’
and techogenerators. With the
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addition of new products, the
‘company expects substantial
“increase in the turnover in the
-coming years. For the year
“ended June 1970, the company
has paid a maiden equity
dividend of 10 per cent.

. News and Notes
IDL, Chemicals Limited,
Hyderabad is the first Indian
~ company to develop the techni-
' que of metal clading. Tt will
commercially introduce the
. process at its factory at
' Hyderabad soon. It will be
able to clad metal up to 100 kg
at Hyderabad.

Metal clading is an explo-
~sive welding process.  Any
- two or more metals, similar or
| dissimilar are welded using the
. high energy released by an
. explosive charge. The techni-
¢ que has been successfully deve-
« loped for producing combina-
¢ tions such as aluminium-steel,
i stainless-steel, copper-steel,
« and silver-copper.

' New Issues

"~ ION Exchange (India) pro-
poses to issue shortly 1,94 600

' equity shares of Rs 10 each
at a premium of Rs 8 per
share. The issue is being
made to raise a part of the
finance required for its expan-
sion programme, reduce the
foreign equity shareholding
from 60 per cent to less than
40 per cent, and to obtain
listing of the shares on the
Bombay Stock Exchange.

The company’s
licensed capacity is 20,000
cubic ft for ION exchange
resins and Rs 1.20 crores for
water treatment plants. It has
obtained a lettzr of intent for
raising the capacity to 50,000
cubic ft on ION exchange
resins on the basis of maxi-
mum utilisation of plant and
machinery and Rs 2.40 crores
worth of water treatment
plants. The letter of intent
has stipulated that the com-

present
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pany should exports five per
cent of the products arising
out of the expanded capacity.
The company does not envi-
sage any difficulty in meeting
this export obligation. The
financial collaborators are the
Permutit Co Ltd of the UK.
Kabini Papers will issue
shortly 2,08,697 equity shares
of Rs 10 each at par. The
proceeds of the issue will be
utilised for financing partly the
company’s Rs 111.25 lakh kraft
paper project being set up at
Nanungad in Karnataka state.
The plant and machinery for
the project, orders for which
have been placed with indi-
genous suppliers, are expected
to start arriving at the site by
the end of this month. The
plant is based on the techno-
logy suited to use agro-wastes.
Commercial production s
expected to commence by
the end of this year. The
capital outlay will be met by
share capital of Rs 37.50
lakhs, term loans of Rs 61.50
lakhs and central government’s
subsidy of Rs 12.25 lakhs.

Capital and Bonus
Issues

Consent has been accorded
to eight companies to raise
capital of nearly Rs 67 mil-
lion. The details are:

The Gramophone Company of
India Ltd, Calcutta, has been

granted consent, valid for a _

period of 18 months, to issue
607,100 equity shares of Rs 10
each at a premium of Rs 8 per
share. The proceeds of the
issue are to be utilised for the
manufacture of pre-recorded
casettes and cartridges.
Hindustan Lever Ltd, Bom-
bay, having a paid up equity
capital of Rs 168,529,550, has
been granted consent for issue
of 5,020,000 equity shares of
Rs 10 each at a premium of

to meet a part of the projects
mentioned in the company’s
application.

Vulcan-Laval Ltd, a public
company having a paid-up
capital of Rs 14,430.080, has
been accorded consent for
issue of further share capital
of Rs 423,080 in equity shares
of Rs 10 each as right shares to
its existing Indian shareholders
at a premium of Rs 3 per
share. The proceeds will be
utilised for financing the
manufacture of sophisticated
plant, machinery and equip-
ment for leather tanning and
finishing. The consent order is
valid for three months only.

Acrow India Ltd, Bombay,
having a paid-up equity capital
of Rs 1,363,000 has been
granted consent, valid for a
period of three months, to
issue 237 equity shares of
Rs 1,000 each, for cash at a
premium of Rs 400 per equity
share, as rights to Indian resi-
dent shareholders only-

Precision  Fasteners  Ltd,
Bombay, has been accorded
consent, valid for six months,
to capitalise Rs 3 million out
of its general reserve and issue

fully paid ‘A’ and ‘B’ equity
shares of Rs 100 each as
bonus shares in the ratio of
one bonus sharc for each ‘A’
and ‘B’ equity share held.

Madhya Pradesh  Vidyut
Yantra Ltd, Jabalpur, has
communicated to the govern-
ment of its proposal to issue
capital of Rs 5 million, in
equity shares of Rs 10 each, to
meet a part of finance for

setting up a plant at Jabalpur.'

McGaw - Ravindra Labora-
tories, Ahmedabad, has been
accorded consent, val'd for
six months, to capitalise
Rs 1,920,000 out of its general
reserve and issue fully paid
equity shares of Rs 100 each as
bonus shares in the ratio of
one bonus share for each
equity share held.

Mehta Parikh & Company
Private Ltd, Bombay, has been
accorded consent, valid for
six months, to capitalise
Rs 125,000 out of jts general

reserve and issue fully paid -

equity shares of Rs 1000 each
as bonus share in the ratio of
one bonus share for four
equity shares held.

Dividend

—ﬁz;nxe of tBe
company

o (Per cent)

Year ended Equity dividend

declared for

Higher Dividend

Eddy Current Controls
Tuvestment Trust of India
Rollatainers

Same Dividend

Vazir Sultan

Khodiyar Pottery

Ogilvy Banson & Mather
Sree Valliappa Textiles
Parshuram Pottery

Suri and Nayar

Reduced Dividend
Kirloskar Brothers

Current Previous
- year year
June 30, 1976 10.0* Nil
Sept. 30, 1976 10.0 7.5
Sept. 30, 1976 ]2.0-[- 10.0**
Sept. 20, 1976 25.0 25.0=
July 31, 1976 10.0 10.0
May 31, 1976 22.0 22.0
June 30, 1976 9.0 9.0
July 31, 1976 9.0 9.0
July 31, 1976 9.5 9.5
July 31, 1976 8.0t 10.0

Rs 6 per share. The proceeds
of the issue are to be utilised

*Maiden dividend. 71On the enlarged capital

. For 15 month

ended September 30, 1976 **Relates to 12 months,
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COMPANY MEETING

CONSOLIDATED COFFEE LIMITED

Speech of Mr M.A. Sreenivasan, Chairman, at the 33rd Annual
General Meeting of the Company, held on Wednesday, 29th Decem-

ber, 1976 at Pollibetta.

The progress of your Com-
}any and the results of the
year have graphically been
presented in detail in the
Annual Report.

The income of over Rs 4.5
crores is a record for the Com-
pany. Although some of it is
advantitious, as I shall pre-
sently explain, a record is a
record; and I am sure you will
join me in thanking the
Managing Director Mr K. B.
Somana and his team of
officers and staff and the
workers of the Company on
this record. T feel sure you
will also be as pleased as my
*¢olleagues and I are that Mr
K. B. Somana has been elected
President of the  United
Planters’ Association of
Southern India for the year
1976-77.

When I spoke to you some
years ago I told you how the
plantation industry lives and
moves and has its being
under, not one, but two cli-
mates—Nature's climate, made
in the skies above and the
man-made or rather ministry-
made climate here below.

The sky-made climate is one
under which we are born and
*t0 which we have got acclima-
tised over generations. If it is
inhospitable in one region, it
1s propitious in another. If it
is unfavourable in one year, it
is bountiful in the next, or
the one thereafter.

Not so the man-made
climate, It knows no seasons.
It is continuous, unpredictable,
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unrelenting. While, with cen-
turies of experience, and the
advance of technology people
may claim a measure of success
in foreseeing and coping with
Nature’s climate, they have
felt helpless against the vaga-
riess and vicissitudes of the
man-made one. The effects of
the man-made climate are
limited to the boundaries of a
State, or nation. But the sky-
made climate scorns frontiers,
and is global.

It is true that even non-
agricultural  industries, have
become  vulnerable—increas-
ingly of late—to the skymade
climate as evidenced by crip-
pling powercuts. But the in-
jury caused to them is by no
means so direct or so damag-
ing as the injury a plantation
industry has to suffer and
endure.

Little did 1 imagine, when I
spoke about this seven years
ago, that we in the world of
coffee would witness so strik-
ing a demonstration of this as
happened in Brazil, the world’s
biggest coffee producer, where
a frost, ‘a killing frost’ did
such great damage to the
coffce crop as to cause a
world shortage and sent the
international market price
soaring sky high.

While sympathizing with
their brothers in Brazil, coffee
planters in our .country, both
large and small, dreamt for a
while that increased receipts
from their crop would not
only serve as a much-needed

cushion and an
against rainless days and
vicissitudes of weather but
would also provide funds to
improve and expand produc-
tion and give more employ-
ment and amenities to workers.
But their dreams were quickly
dispelled. Climate makers in
Delhi lost no time in raising
the export duty on coffee from
Rs 500/- to Rs 3000/- a tonne
in the early part of this year;
and within a matter of months
came another a bolt from the
blue. The duty was steeply
escalated to Rs 13,000/- a
tonne, and with retro-active
effect on the coffee awaiting
shipment.

insurance

While we should appreciate
our Government’s desire to
share the windfall here result-
ing from the frost fall else-

where. it is our earnest hope -

that the representations made
to the Government by the
planters’ associations to allow
the industry to retain a larger
share of the benefit while it
lasts, will ‘bear fruit. I-say,
while it lasts, for this bonanza
cannot but be short-lived.
When the Brazilian giant re-
covers and rises, the old prices
and receipts per point may be
back again with margins dimi-
nishing and labour costs in-
creasing meanwhile. We can
ill afford to forget that on the
record crop of 6089 tonnes in
1970-71 we received half a
crore of rupees less, for nearly
double the crop.

Your management is fully

n

aware that increased receipts,
though considerably whittled
down and of short duration,
could induce a certain com-
placency and tend to mask
lower  productivity; and has
taken steps to see that no
room is allowed for such com-
placency, and that every
effort is made to maintain and
improve production from the
Company’s estates.

May 1 now refer to another
adverse vicissitude of climate
made this time, in Bangalore?
At a time when the industry
had been assured and reas-
sured and lived in hope of
relief from the burden of
taxation at 60 per cent with no
allowance for depreciation; at
a time when all the signs and
omens looked propitious, down
came an act of inclemency
that, far from giving relief,
stepped up the tax from 60 to
65 per cent,

Taxation of plantation com-
panies like yours, engaged in
agriculture, labour intensive,
earning foreign exchange—
taxing such an enterprise at
65 per cent is not only inordi-
nate and excessive. It may be
pointed out, with respect, that
in its  incidence, it also has
effects that'are anomalous and
inconsistent  with  declared
objectives.

You would have read in the
papers lately of the concern
and sympathy expressed by
the Government both Central
and State to assist, encourage
and grant incentives to small
growers. Thisis a most wel-
come gesture for which the
industry should indeed be
grateful.

Now, I doubt if it is realised
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that over 75 per cent of the
2500 shareholders of your
Company own less than 500
shares each. A large propor-
tion of them own not more
than 100 shares. Even 500
shares represent ownership of
nine-tenths of a hectare of
coffee. Is that small enough?

At current prices, 500 shares
represent an investment of
about Rs 12,000.

A small grower having ten
hectares of coffee holds today
an investment of about three
lakhs of rupees.

The former, namely the
shareholder, participating in
one hectare contributes to the
production of coffee through
the agency of the Company
and its workers. Assuming that
the latter with ten hectares,
lives on his land, he would
stifl need to employ workers
to assist him,

Now comes the point to
which I wish to draw atten-
tion:

On the income from one
hectare of coffee the former
is subjected to a tax of 65 per
cent—apart from liability to
Central taxation of the divi-
dend. On his income from ten
hectares the latter is taxed at
below 8 per cent. In other
words the owner of 500 shares
—which to all intents and pur-
poses amount to the owner-
ship of less than one hectare
is subjected to a rate of taxa-
tion that is eight times the
rate paid by the owner of ten
hectares.

Our leaders have often
pointed out that it is the
people behind a party, how-
ever large, or a Government,
however stable, who sustain it
by their support and their
contribution; and that one
must look to the people and
devote attention to their in-
terests and prosperity. Like-
wise one should view a Com-
pany like yours—which is not
a family concern, or owned by
a small group,—in its true

perspective and look at the
hundreds and hundreds of
people who have created it by
contributions from their say-
ings and by giving it their
confidence, helping it to im-
prove and expand production
and provide more and more
remunerative employment.

As 1 said earlier the indus-
try should be grateful to the
Hon’ble Chief Minister and
other Hon’ble Minister of
Karnatka and to the Chair-
man of the Coffee Board for
the decision to protect and
assist and give small growers
incentives to improve and ex-
tend coffee production.

My purpose in drawing at-
tention to the case of the small
shareholders is to plead for a
substantial scaling down of the
rate of taxation of plantation
companies like yours, the
shares of which as I have ex-
plained are widely held,

I am afraid what I have said
is, in part, a repetition of

what T have said in earlier
years, But prayers not granted
have to be repeated till the
day comes when they are. And
I earnestly hope that day is
not far off.

Progress is being made with
the planting of cocoa in the
areas being released to the
Company. Tree lovers as we
all are, we applaud and wel-
come the new status and
priority accorded to the pt (
servation and planting ot
trees as a national policy. We
may recall with pride that
your Company has for over a
decade followed the policy of
planting two rosewood, teak-
wood, and other valuable
timber trees in place of one
that grew before.

I am grateful to my collea-
gues on the Board for their
continued co-operation and
valued guidance.

(This does not purport to be
a record of the proceedings
of the Annual General Meet-
ing.)

Which is the original ?
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FAQ assesses 1977
farm prospects

THE sHoRT-terms outlook to
1977 is for another increase in
world agricultural production

~<gpd supplies. This should be
_Xcompanied by a further re-
covery in demand and with
some exceptions, in prices, as
well as by some rebuilding of
stocks. The volume of interna-
tional trade in agricultural com-
modities may therefore show
little change despite the decline
anticipated in world grain im-
ports, and its value could rise
to new records.

Assuming normal weather
conditions during the remain-
der of the growing season, the
FAO preliminary forecast for
cereals at the end of June 1976

ut the increase in world crops
%f wheat and coarse grains at
about eight per cent, which
would bring output back into
line with longer-term rates of
growth and allow some further
rebuilding of depleted stocks.*

Reduced Imports

The recovery anticipated in
wheat and coarse grain pro-
duction in western and eastern
Europe and the USSR is, how-
ever, expected to reduce im-
port requirements. Rice pro-
duction, on the other hand,
may not exceed the record
level achieved in 1975, since
“he probability of a repetition
of the exceptionally favourable

*At the opening of the 1976-77 sea-

son, total grain stocks outside |the
centrally planned countries may
not exceed 117 million tonnes, or
13 pericent of consumption require-
ments. This compares with the
minimum level of 17-18 per cent of
requirements considered necessary
by the FAO Secretarjat to maintain
world food security.
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growing conditions of 1975 is
rather low. Forecasts for 1976
indicate recovery in output of
fats and oils and oilmeal pro-
teins to record levels, so that
supplies may exceed current
consumption requirements.
Further small increases in out-
put of fats and oils are also in
prospect for 1977, though pro-
duction of oilmeal proteins
could decline.

Meat Production

Although cattle slaughter-
ings in western Europe and
north America are expected to
decline in 1976 and 1977, hea-
vier carcasses may well miti-
gate the falls in beef produc-
tion in western Europe and
slightly raise output in north
America. In the exporting
countries of the southern hemi-
sphere, on the other hand,
substantial increases in beef
production are in prospect for
1976, with some further growth
in 1977. Tentative trade fore-
casts for 1976 indicate sub-
stantial increases in net im-
ports into the developed coun-
tries of the northern hemisphere
but imports into the USSR
would depend on the internal
supply situation and prices in
world markets. Pigment pro-
duction in western Europe and
north America is moving to-
ward cyclical peaks in 1977,
while output in the USSR and
eastern Europe is falling. World
supplies of mutton, lamb and
poultry meat, however, are
expected to increase substan-
tially in both 1976 and 1977,
leading to some expansion in
world trade. Milk production

RECORDS

AND

_STATISTICS

is also likely to continue up-
ward, but there are no indica-
tions of recovery in imports of
dairy products, due chiefly to
continuing depressed demand.

Potential output of sugar
beet in 1976-77 is consider-
ably larger than the crops har-
vested in previous years, and
favourable production pros-
pects in major exporting coun-
tries also point to significant
increases in the world crop of
sugarcane. Supplies of citrus
fruit and bananas are likely to
increase further, and supplies
of fishery products may im-
prove slightly with greather

output in developing countries
which control the major un-
exploited fish stocks.

As regards supplies of non-
food commodities, production
of coffee will be sharply reduc-
ed in 1976-77 by the effects of
the 1975 frost in Brazil, which
will also depress output in the
following two crop years, so
that world stocks will have to
be drawn down. Cocoa produc-
tion will again depend on the
Brazilian Temporao crop, since
the main 1976 crops in wes-
tern Africa proved disappoint-
ing, as did the tea crops in Sri
Lanka and south India, and
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output of tobacco may be re-
duced. Finally, production of
agricultural raw materials, with
the sole exception of hard fib-
res, is likely to recover with
rising demand, the greatest in-
creases taking place in output
of rubber and cotton.

Increased Demand

In the light of developments
during the second half of 1975
and the first half of 1976, it
can be anticipated that re-
covery in industrial activity
consumer incomes, and de-
mand for agricultural pro-
ducts will continue through-
out 1976 and into 1977, and
that prices of many agricul-
tural commodities may well
rise further if the relatively
high rates of economic growth
forecast for OECD countries
materialise.

For the year 1976, re-
cent indications point to in-
creases of up to 10 per
cent in industrial production,
about five per cent in GDP,
and some 3.5to 4 per cent in
consumer expenditure over
the depressed levels of 1975,
but to only slow reduction in
unemployment,  particularly
in western Europe. Little or
no acceleration is foreseen in
rates of inflation, the average
for the whole of 1976 being
estimated at eight per cent,
which compares with about
seven per cent in the first quar-
ter of the year, but with nearly
12 per cent in 1975,

The revival in demand for
most agricultural commodities
can be expected to gain
momentum, utilization of agri-
cultural raw materjals such as
rubber, cotton and hides and
skins, and consumption of in-
come-elastic foods such as
meat, dairy products, bananas,
and sugar, recovering more
rapidly. Demand for food-
grains, oilcakes and meats is
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also likely to improve with a
return to more intensive live-
stock feeding.

Recovery in demand will
probably bring about further
increases in world prices of
many agricultural commodities,
especially non-food products
and raw materials. If normal
growing conditions continue,
the upward movement in food
prices could well be limited by
a better supply situation of
cereals, fats and oils, oilmeal
proteins, dairy products, bana-
nas and possibly sugar. Prices
of beef are, however, likely to
rise with the cyclical decline in
northern hemisphere slaughter-
ings, and prices of coffee and
cocoa may strengthen further.
Finally, increases are anticipat-
ed in prices of agricultural
raw materials in view of the
expected recovery in industrial
activity. Average export unit
values of many agricultural
commodities are thus likely to
be higher in 1976 than they
were in 1975, and the total
value of world agricultural
trade will probably recover
from the previous year's sct-
back, possibly reaching a new
peak in 1976.

Decline in Unemployment

Looking further ahead to
1977, economic activity in the
industrialized countries is gene-
rally expected to continue at
high levels and unemployment
may well decline. While some
slowdown in growth is anti-
cipated in north America,
France and the Federal Repub-
lic of Germany, acceleration
is foreseen in other developed
countries. Demand and mar-
ket prospects for most agricul-
tural commodities therefore
seem  favourable, although
some commodities such as fats
and oils may remain in excess
supply until stocks are disposed
of, and markets for some plan-
tation crops such as coffee or

cocoa may be affected by the
expectation of larger supplies
in the medium term. The
outlook for world prices and
international trade will thus
depend not only on demand
conditions, but also to a con-

siderable extent on develop-
ments in the supply situation
for these commodities.

Source: FAO  Commodity
Review and Outlook,
1975-1976.

Department of Atomic Energy

On behalf of the President of India,

the Director, Directorate of

Purchase and Stores, Department of Atomic Energy, Bombay, invij

tenders as detailed below :

1. DPS: PPED: FAB: 287 due on: 2.2.1977: Manufacture, fabrication,

stress relieving, machining,

drawings........2 Nos,

2. DPS/BRC/MTL/244 Due on 10.2.
transportation tanks, transportation by

of Commercial/technical Grade Sodi
document: Quantity 90 M.T.

3. DPS: PPED: FAB: 286 duc o

supply, packaging, delivery and

) . assembly,
Fuelling Machine Maintenance Carts a

inspection, packing and supply of
S per purchascr’s specification and

77: Supply, sampling, loading in
road and delivery at Purchase’s site

um Mctal as per specification of ter.der

n: 31.1.1977: Manufacture, inspection,
guarantee of Reactor Maintenance. rooling

as per Purchaser’s spocification and drawings. Qty.: as per drgs

4. DPS: BARC: R-5: FAB: 30 duc on: 1.2.77 Manuf:
testing and supply of Pipe Header Assembly as plelrl le’cnf;l:ls

document and drawing.

S. DPS: BARC: R-5: FAB: 31 due on:

assembly, inspection, shop testing,

Atomic Research Centre, Trombay,
sioning of Shell and Tube Type Heat
per Purchaser’s Tender Document... . |

6. DPS/NAPP/(PPED)/EEQ/33 due

Amps isolated phase bus dust with S.P. and i ‘ubie
tapoffs to unit transformer, S.P. and V.T. Smjubicle. N.G. cubicle

per specification.

7. DPS: BARC R-5 CAP: 51 due on 31-3-1977: Dq

, inspection,
aser’s tender

2.2.1977: Design, manufacture,

delivery to R-5 Projects Site, Bhabha
installation, site testing and commis-
Exchanger (fon Exchange Cooler) as

..Qty.: 1 No.
on 10.2.77: Supply of 22 KV, 10000

. . . . i‘m
cubicle and excitation cubicle as

sign, manufacture,

assembly, {uspection, shop testing, delivery to site, installation, site testing

and commissipning of heaving wate
spares, capacity 700{740 litres per
ment. ......3 Units.

8. DPS: PPED: FAB: 285 due on: 31.1.1977;
drawnngs, supply, manufacture, inspection, testing
and delivery at Madras Atomic Power Project Si
Nadu of Sheet Metal insulation filied doors as
document & drawings. Qty. .50 Nos.

9. DPS: NAPP (PPED): CAP: 23 duc on 1
facture, assembly, inspection, testing and delivery

‘ 3 pump,
6 Nos. or 1009 capacity main boiler fec

tonnes/hr.-4 Nos, with all accessories an

of 509, capacity main boiler feed

tender document.

tlevel control pump-motor units with
minute, as per purchaser’s tender docu-

Preparation of fabrication
sand blasting, painting
te, Kalpakkam, Tumil
per purchaser’s tender

7.3.1977: Dosign, manu-
¢ atsite, properly packed
design capacity 675 tonnes;/hr.
d pump, design capacity 1350
d auxiliaries, as per purchaser’s

Tender documents priced Rs. 50/- each for items at S.No. 1&2 Rs. 100/-

each for items at S.No. 3 to 7, Rs. 200/-
for items at S.No. 9 and General conditi
each except for items at S.No. 1,3,4,5 &
Accounts Officer, Department of Atomic Energy,
Mohatta Building,
between 10 a.m. to 1 p.m. on all working d

and Stores, 3rd Floor,

documents & general conditions of

25-3-77and 11.3.77 foritems at¢ S
will be provided except for items at §
are not available indigenously. Tender
due date shown above and will be op
right is reserved to accept or reject |

without assigning any reasons.

for itemsat S.No. 8 & Rs. 250/-
ons of contracts priced Rs. 0.50
8 can be had from the Finance and
4 Directorate of Purchase
Paiton Road, Bombay-4000&;
4ys except on Saturdays. Tendér

contracts will however be iss t

No. 7 & 9 respectively. Imporutcl(}cggc%
No.1,3,456 & 8 only if the items
s will be received upto 3 p.m. on the
ened at 4 p.m. on the same day. The
owest or any tenders ip part or full

davp 645 (347)/76
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INTERNATIONAL COMMODITY PRICES

U.5.$/1000 ke
" WHEAT /‘\
// \
200 p—-
| ~
/f\w/ | // \\
\76 |- \
I VTN UN
/\ / '\ r
T U.s No2V R AN
| Hard ord. prot. \\//

Canadian W. red spring
/ No 1-147, f. 0. b.

\ Thunder Bay
o6 L S R, Yoo : ]
1973 1774 1576 1976
U.S.$/ 1000 kg
Maize:
180 |-
SC:A{RSE GRAINS U.S. Yellow 2-3
North Sea ports
i85 |-
130 =
\
/V
Sorghuni:
108 |- 1. S. Milo 2
Barley:
]\ Canada feed 1-2
so LL> 1 { i
1973 1974 1975 1976
U.S.cents/1h
"7 COFFEE Unwashed
= 1CO indicator prices nwashe
107 b arabicas
97 |-
87 |- Colombian mild
- arabicas — .- Va
77 |- s
- v/
&7 |
-
87 |- /
Robustas
[~ 7
o I — Otper mild arabicals |
1973 1974 1975 1976

U.8.cents/lb

o0

COCOA
70 |
|
-
% |-
a0 New York, 3 month nearest futures
solt 1 1 1

1973 1974 197% 1976
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Malaysian $/ 1000 kg

2600

2350

2100

1850

1600

1350

1100
u.s&/

1000
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800
700
600
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United Kingdom/Europe
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Credit with care

THAT THERE is a real threat to relative price stability in the economy cannot be
denied. That this threat should be dealt with without further delay is a matter which
must interest us all deeply. In fact informed public opinion has for some time now
been awaiting with impatience corrective action on the part of the government. The
Reserve Bank’s latest exercise in credit squeeze consequently deserves to be treated
with respect and understanding. Over the calendar year 1976, the wholesale price
index has gone up by 8.5 per cent. For the 10 months since the end of March last,
the rate of increase has been sharper at 11.6 per cent. Inflation, in other words, has
not been defeated. On the contrary, it is tending to return in its double digit version.
The president of the Federation of Indian Chambers of Commerce and Industry,
vigorously and adversely reacting to the Reserve Bank’s move, has argued that the
increases in prices have been mainly sectoral. The implication, obviously, is that
there is presently no general pressure on prices. Here, he may not be on safe ground.
Flood waters, to start with, effect breaches where the banks are at their weakest. It
is quite natural therefore that the prices of commodities which are in short supply
should be reacting early. Mr Arunachalam is quite justified in recommending to the
government that these particular price increases should be moderated by the stepping
up of imports for satisfying essential consumption. The government, in fact, has
started taking action along these lines; imports of edible oils and oilseeds have
been liberalised. But the FICCI president is not justified in his contention that more
general demand management is not called for or that monetary measures may be
dispensed with for the further disciplining of the price level.

It could of course be endlessly debated whether or to what extent an expansion
of money supply or, more particularly, bank lending, has caused or contributed to
the ferment on the price front. Mr Arunachalam has been rather casual in absolving
money supply of all blame. The governor of the Reserve Bank, addressing commercial
banks on the latest credit restriction measures, has been more circumspect in his
assessment. He has acknowledged that the larger expansion in bank credit has been
associated, among other things, with increased industrial output, higher accumulation
of finished goods in key industries, a rise in receivables of the corporate sector,
increases in the prices of some industrial raw materials, larger financing of exports
and a greater flow of credit to the priority sectors such as agriculture, small industry
and other small borrowers. Mr Puri’s list may not be exhaustive and there is certainly
one major omission, viz., the absence of any specific reference to the growth of
consumption expenditure at government and political levels. Nevertheless he has
shown awareness of the fact that some part of the expansion in money supply has
been not only necessary but also desirable. The question is whether given the disturbing
inflation potential, bank credit ought not to be better regulated in the anxious months
ahead so that the risks of the economy getting overheated may be reduced to that
extent. Mr Puri has pointed out that, during the first nine months of the financial
year 1976-77 (April-December), money supply with the public has expanded by
Rs 1,764 crores (13.9 per cent) as compared with an increase of Rs 753 crores (6.5 per
cent) in the corresponding period of 1975-76, the expansion in non-food credit being
Rs 1,429 crores as compared to Rs 993 crores previously. The restrictions now
announced are intended to slow down this rate of expansion of money supply first by
restraining the growth in the lendable resources of the banking system and secondly
by imposing further restraints on advances. Details of the credit squeeze are published
elsewhere in this issue and some of them such as, for instance, the impounding of 10
per cent of the incremental bank deposits do sound frightening and they are no doubt
intended to bite. All the same, their bark may be worse than their bite. With bank
deposits expected to go up by about Rs 600 crores between now and April, even the
impounding of a part of the incremental deposits may not be excessively restrictive



of the capacity of the banking system to
respond rcasonably well to demands for
credit for productive purposes within the
limits set by the need for monetary
discipline.

Critics of the Reserve Bank’s action
should also note that the central banking
authority’s move is not merely ncgative
in character. It has important positive
features as well. The ensuing three or
four months will witness demand for
credit from several seasonal industries such
as sugar, oil and oilseeds and tea. The
Reserve Bank has made it clear that it
expects the banking system to meet such
additional demands adequately and in an
orderly manner. This could be done best
by banks replenishing their resources
through a return flow of credit already
extended in certain directions. One of
the positive purposes of the present credit
squeeze is to encourage banks to adopt
precisely this kind of resourccs manage-
ment strategy. Quite possibly, itis because
banks generally have failed to build up an
efficient system of credit planning and
monitoring of credit deployment that the
Réserve Bank is forced to act from time to
time in a more draconian manner in initiat-
ing credit squeezes than might otherwise be
necessary. There is not much sense in the
country having to bear with (or without)
a grin habitual failure of central banking
policies at the level of implementation by
the banking system.

Paviovian reaction

At this point, a word must be said
about the almost Pavlovian reaction of
business intercsts to measures of mone-
tary discipline. Protesting noises are
raised almost automatically. This practice
must cease. None of us can pretend that
dear money or scarce bank credit could
make for optimum economic growth and
most of us would grant that there is a real
danger of credit restrictions, in their
actual application, imposing unacceptable
burdens on productive economic activity.
At the same time, there is no way of the
government managing inflation without
vigilant monitoring of the growth of
money supply or the uses to which bank
credit is being put. It follows that things
will become easier all round if the business
community would give up waging a
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guerrilla war against the Reserve Bank’s
measures of monetary regulation. As it
is, there is too much collaboration and
collusion between business borrowers and
the lending banks in the game of getting
round the directives of the central banking
authority. This activity is necessarily
counterproductive. Quite clearly cons-
tructive cooperation between the business
community and those who are responsible
for monetary management would make it
less difficult for the latter to avoid turning
the credit screw too frequently or too
tightly. With finance for industry or trade
having become precious in terms of
availability as well as cost, it is in the
enlightened interest of the business com-
munity to associate itself with necessary
and reasonablc measures for making the
most of this resource. There could
certainly be a dialogue on this subject,
but there is no room at all for debate.
Finally, with only weeks to go for the
central budget, it should not be too

difficult for the business community to
appreciate the fact that its prresent and
greater. concern must be with the
fiscal policies or proposals, both micro-
economic and macro-economic, which the
government ought to take for promoting
production, investment, employment and
growth. These policies or proposals must
by definition be cxpansive. There has to
be, for instance, wide-ranging reductions
in central excise duties to stimulate pro-

duction orsales in particular sectors oi’

industry. At the same time, investmeny
outlays will have to be pushed up for
generating employment and raising the
rate of growth of the economy. The
government’s ability or readiness to act
along these lines will be all the greater
if, simultaneously, sufficiently strict control
could be exercised on as many of those
forces or elements in the economy which
have an inflationary potential as could
possibly be dealt with reasonably effec-
tively.

Textiles : some patching Up

A NumBER of measures aimed at assisting
the cotton textile industry, was antounc-
ed last week by the ministry of Com-
merce. The most important element in
this package is the raising of the prices
of controlled varieties of mill cloth by
35 per cent with effect from January 1.
This is the second time that an upward
revision in these prices has been effected
since 1968 when the scheme of controlling
the prices of a part of output of the mill
sector, which meets the requirements of
the vulnerable sections of society, was
introduced. The first such increase to the
extent of 30 per cent was allowed in April,
1974, on an ad hoc basis. This time, how-
ever, the increase has been allowed after
taking into consideration the average cost
of production during the four quarters
ending September 1976, but without any
provision for depreciation or return on
investment. This approach has caused
some disappointment to the industry
which considers the relief given to it
inadequate in the light of its claim that at
the present level of raw material costs,
it is incurring a loss of at least one
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A
rupee per sq. metre in the production of
controlled cloth. The price increase
allowed comes to no more than 60 to 70
paise per sq. metre,

Admittedly, the sharp rise in the cost
of production, following a spurt in the
prices of raw cotton in recent months,
would not have been a proper base for
compensating the industry for the increas-
ed costs. But, equally emphatically,
extending the base to cover the four
quarters to September 30, 1976, was not
justified either for the simple reason that
raw cotton prices after the 1975 crop had
fallen to unremunerative levels not only
owing to the crop being larger than

normal but also due to the other stepe:

taken by the government to bring down
prices in general. They continued to be
depressed for the first half of 1976. The
average cost relating to the base period
has therefore worked to the disadvantage
of the industry.

Presumably, this has been done to
contain the subsidy which the ministry of
Finance has agreced to provide for main.
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taining the prices of controlled cloth for
the consumer. This subsidy is currently
estimated to cost the central exchequer
Rs 24 crores per annum. Ultimately, in
terms of another decision of the govern-
ment which seeks to transfer the produc-
tion of about 100 million sq. metres of
dhotis and sarees from the mill sector to
the handloom sector and reduce the
obligation of the mill sector to produce
about 300 million sq. metres of controlled
?cloth, the subsidy to' the mill as well as
7/ the handloom sectors is estimated to go
up to Rs 31 crores per annum. In addi-
tion, subsidy to the tune of about Rs 26
crores is to be provided on the sale of
imported raw cotton to the mill sector by
the Cotton Corporation of India owing
to the decision to provide this cotton at
prices currently prevailing for the corres-
ponding varietics of domestic cotton.

In all, therefore, the burden of
subsidies will come to Rs 50 crores
this year and Rs 57 crores eventually
and that too when the overall output

of controlled cloth has been pro-
gressively brought down, especially
after the decision taken last year

. to exempt wholly or partly the National
" Textile Corporation and other financially

weak units from the obligation of produc-
ing this cloth.

short-term measure

The subsidy prop provided to the
textile industry may be warranted in the
present context as a short term measure.
But the health of the industry in the
ultimate analysis can be restored only if
it is allowed to gencrate sufficient
funds for ploughing back into rehabilita-
tion and modernisation programmes. Not
that a specific scheme has not been drawn
up for this purpose. Soft loans are being
provided by the Industrial Development
Bank of India (IDB!) for modernisation.
Yet what is not fully appreciated is that
modernisation has to be a continuing and
self-financing process. The travails of not
only the textile industry but also of
several others, including ccment and
sugar, have largely been the outcome of
the attempts at controlling the prices of
their products and fixing the controlled
prices for long spells without adequately
providing for the gencration of internal
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resources for rehabilitation and moder-
nisation.

The progressive reduction in the output
of controlled cloth by the mill sector in
the recent past, it needs to be appreciated,
has not resulted only from the full or
partial exemption granted to the National
Textile Corporation mills and the other
financially weak units. The changing pre-
ferences of consumers, not excluding
those belonging to the lower stratas of
society, have also been responsible. Clear
evidence of this was available in the
accumulation of stocks of controlled cloth
not long ago. Being easier to care and
more durable, blended fabrics as well as
those made wholly of man-made fibres
are increasingly in demand even though
their prices are much higher than those
of cotton cloth. In the circumstances,
persistence with the controlled cloth
scheme, which in terms of the last week’s
package of measures will entail sizeable
subsidy from the central exchequer, does
not make much sense. The subsidy ultima-
tely has to be borne by the general
consumer in some form or the other.
Another fact which needs to be stressed is
that the handloom sector is being provi-
ded subsidy in the interest of its large
employment potential and the disadvan-

tages it suffers in competition with the
mill sector. If the mill sector too is to be
subsidised to contain the prices of con-
trolled cloth, this will go at least some
way in negating the subsidy being provi-
ded to the handloom sector.

It is time that we should progressively
reduce the dependence of the textile
industry on raw cotton if the clothing
requirements of the growing population
have to be met adequately. There are
{imitations on the increase in the acreage
under cotton. The unit-area yields too
cannot be expected to go on increasing
substantially. The raw materials for the
industry will therefore have to be diversi-
fied in a concerted manner in the interest
of its future growth. A start has indeed
been made in this direction. The industry
has been asked to use at least 10 per cent
non-cotton fibres this year. It is hoped
that, as the modernisation of the indus-
try progresses with the assistance being
provided by the IDBI on soft terms, this
percentage will be increased steadily.

The taxation policy of the government
in regard to the textile industry too will
have to undergo a material change if the
raw material diversification programme
has to be fostered. Currently, blended and
most non-cotton fabrics are subjected to

"
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A series of conferences dealing with food
production and agricultural prices have been in
session in New Delhi since January 15, and
while this is being written, the current wheat
situation and the long-term plan are still
under discussioni, Obviously the most import-
ant outcome of these Conferences is the
announcement by the Food Member of a
short-term (five-year) plan to inc.ease food pro-
duction by 113 p.c. 'We have called it the new
food plan. It js new inthe sensc that it is the
latest; otherwise it is just the war-tim¢ Grow-
Mote-Food campaign to bs revived and re-invi-
gorated under the auspiccs of the Interim
Government. The methods by which production
is to'be increased are just the same—increased
facilities of irrigation, better seeds, more manures
and improved methods of cultivation.  The
agency for execution is also the same—the Pro-
vincial Departments of Agriculture and Irriga-

tion to be helped and advised as far as possible
by the Central Government in all its Depart-
ments—Food, Agriculture, Finance, Industries
and Supplies, Commerce, etc, The latest food plan
is, however, characterized by two new features:
its moderation and precision in contrast with
the previous plans; and what is more important,
the top executive, the Food Member, is by his
personal integrity and ability, a sufficient
guarantee of its achievement., We have had
food plans galore—both short-term and long-
term—since the terrible Bengal Famine of 1943.
The Foodgrains Policy Committee thought that
with the stoppage of exports and the building up
of a small central resarve from imports, the
country could tide cver the short term crisis.
The Bengal Famine Commission, too, was of the
opinion that the short-term problem could
easily be met by the intensification of the Grow-
More-Food campaign.
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high taxation in the belief that they are
consumed only by the more affluent
sections of society. This restricts the
scale of production. Lowering the inci-
dence of taxes can have a very salutary

effect of making the prices of these fabric
attractive enough for the common man
which will help in the expansion of pro-
duction and the realisation of economies
of scale.

Sugar could go places

. A TICKLISH situation is likely to develop
" in the sugar industry in a season when it
will be establishing an all-time record in
- respect of production. An output of
even five million tonnes will be only
slightly in excess of the previous record of
4.79 million tonnes in 1974-75. But this
level will be achieved in spite of the
contribution of the southern region being
less than in 1974-75 on account of a lower
output of cane with a shrinkage in acreage
following drought conditions and other
factors. There will no doubt be a recovery
in production in Tamil Nadu but the anti-
cipated share of 330,000 tonnes of sugar
will still be more than one lakh tonnes
short of the performance of 1973-74 and
more than 150,000 tonnes short of the
potential of 500,000 tonnes. Even though
there has been an increase in acreage
under cane with better rainfall and a drop
in open market prices for rice, the yield
has not improved and the earlier area also
has not been completely regained.

adequate supplies

It will be possible to ensure adequate
supplies of cane for feeding the expanded
capacity of the existing sugar mills and
new units coming on the scene only if
sugarcane cultivation is made more
attractive. Sugar mills in Tamil Nadu
can actually handle 6.5 million tonnes of
cane and produce up to 600,000 tonnes of
sugar under optimum conditions. There
may be a further improvement in produc-
tion in 1977-78 season to around 450,000
tonnes, but the capacity will remain unuti-
lised in the absence of positive policy of
encouraging sugar producers with a
fixation of higher prices for levy sugar and
rebates in sales and purchase tax collected
by the state government, when the sugar
industry in the region is passing through
a difficult period.

These problems may not appear relevant
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to the present context when other regions
will be producing larger quantities of
sugar in spite of drought affecting also the
operation of sugar mills in Karnataka.
However, there is a danger of history
repeating itself. In 1969-70 a record of
4.26 million tonnes, in the then prevailing
conditions, was achieved. But, with no
large off-take in the domestic market, and
no scope for increasing exports in a big
way, the government hurriedly decontrol-
led sugar and heavy stocks had to be
carried over to the next season.

set-back to production

The failure to pay reasonable prices to
cane growers and the losses suffered by the
industry resulted in a sharp set-back to
production in the next two seasons and it
took the industry five years to surpass the
previous record. In the season 1975-76,
there was again a decline in production
due to a drop in the output of Tamil Nadu
and unhelpful policy in respect of levy
sugar prices which had adversely affected
the operations of the units in Karnataka,
Andhra Pradesh and Tamil Nadu.

The refixation of levy sugar prices on a
more realistic basis and an increase in cane
cultivation in Maharashtra, Uttar Pradesh
and Andhra Pradesh will be helpful in
recovering the ground lost in 1975-76.
But a continuing rise in production can be
ensured only if there are no uncertainties
about levy sugar prices and established
and new units can be helped to function
on a reasonably profitable basis. It must
of course be admitted that the new units
have F‘ibeen offered special concessions
which can enable them to overcome the

adverse effects of higher capital costs.
The advantage out of these concessions
will be tangible only when the basic poli-
cies are designed to permit the industry
to earn reasonable profits after paying
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attractive prices to cane growers and char-
ging reasonable prices to the consumers.

The Marathe committee is reported to
be seized of the realities of the situation
and efforts are being made to remove
the anomalies in the existing price
structure. But what really stands in the
way of the assured growth of sugar pro-
duction is the anxiety of the gavernment
to peg levy prices at levels fixed several
years ago when inflation has resulted in
sharp rise in prices in other directions and
the eagerness to collect large revenues
through excise duties from free sale sugar.

The duties on the latter quota of sugar
have not only resulted in higher prices for
consumers but also encouraged diversion
of cane for being converted into khand-
sari and gur, thus jeopardising the interest
of the government over a period and also
causing the nation a grievous loss in res-
pect of production due to inefficient use
of cane by units in unorganised sector.
These problems are not unfamiliar to
the government and an attempt may be
made in the coming months to remove
anomalies in the existing price structure
and evolve also a new formula for bring-
ing about automatic adjustments in prices
at the beginning of seasons on a defined
basis. These arrangements are very im-
portant in a changing situation to which
a reference has been made in the begin-
ning.

no serious problem

As stated already, the disposal of an
output of five million tonnes should not
cause any serious problems. However, the
marketing of 4.79 million tonnes in
1974-75 was rendered easy as there was
an export of 941,000 tonnes though inter-
nal offtake amounted to only 3.47 miilion
tonnes. Even with unprecedented sugar
shipments, the carry over at the end of
1974-75 was higher at 1.21 million tonnes
against 837,000 tonnes
from 1974-75. The larger carry over was
helpful in maintaining exports at fairly
high levels in 1975-76 with shipments of
967,000 tonnes even with a staggering of
despatches towards the closing months.
As internal offtake too increased to 3.66
million tonnes, stocks at the end of Sept-
ember 1976 declined to 837,000 tonnes.

In the light of the experience of
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brought in, ' -

1975-76 it can be easily presumed that
despatches for internal consumption can
be much higher at 3.8 million tonnes or
even more in 1976-77. But an accumu-
lation of stocks can be avoided only if
sugar exports can again be of the order
of one million tonnes. Can this target
be achieved in the light of conditions
prevailing now in world markets and if it
cannot be reached what should be the
policy adopted by the government? It has
become necessary for the State Trading
YCorporation and the central government

"to evolve a strategy for meeting any
contingency.

There can be no doubt that
internal  consumption will go up to
3.9 million tonnes with regular releases
and easier availability, particularly in the
rural areas. But the task of the STCin
‘maintaining exports at the rate of 75,000
tonnes every month will be difficult as the
main consumers are trying to beat down
prices and strike a hard bargain. With
Cuba eager to maximise its exports and
the restrictions imposed by the USA on
imports, world prices have ceme down to
£140 per tonne. Raw sugar is quoting
much lower at £115 per tonne due to the

. difficulties of the refineries in western

Europe to handle in large quantities.

ensuring better prices

While it is recognised that the cost of
beet sugar has gone up and cane sugar too
cannot be expected to. be available on the
same basis as in the mid sixties, some
arrangement will have to be evolved for
securing better prices for producers as is
being done in respect of iron ore, tea or
other exports from developing countries.
If only Cuba, India, Brazil and the
Philippines can get together it will not be
difficult to secure a minimum price of
£150/160 per tonne of sugar and eventually
£200 per tonne. Pending the conclusion
of an arrangement on these lines the STC
should effect iminediate exports in the
next four difficult ‘months out of levy
sugar though every cffort should be made
to avoid sales at heavy discounts deman-
ded for March/May delivery. A satisfac-
tory feature is the emergence of a pre-
mium for subsequent deliveries up to
March 1978 with the quotation at £147
per tonne. Even around £135 per tonne
the price realised will not be unsatisfac-
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tory from the point of view of levy sugar
exports though it has to be decided what
proportion of total exports should be the
share of free sale sugar. On the basis
of total production of five million tonnes,
the quota of levy sugar will be 3.25
million tonnes. Even for sustaining a
consumption of four million tonnes, levy
sugar requirements will be only 2.6 million
tonnes.

It will, therefore, be seen that over
600,000 tonnes of levy sugar can be
easily exported and the balance of
400,000 tonnes to achieve a target of one
million tonnes for exports can be effected
out of free sale sugar. Even if an average
price of £135 can be realised, which is not
difficult, the government will not be
losing on exports while the industry will
be relieved of the burden of

carrying large stocks. Even if at parti-
cular stages unremunerative prices are
realised there should not be any undue
worry asthe long term outlook is satis-
factory. The failure to ship large quanti-
ties of sugar may result in a setback in
production in 1977-78 when world prices
will get stabilised and internal offtake
also is likely to improve. If need be, the
STC should consult the organisations
representing the industry whenever diffi-
cult decisions have to be taken apart
from making arrangements for maintain-
ing a buffer stock of 500,000 tonnes for
export purposes. The new situation has
to be carefully watched for 'aking quick
decision and it should not happen that
new problems ate allowed to arise on
account of our inability to anticipate
them.

West Bengal :

outlook
for industry

THE RECENT cabinet changes in West
Bengal will help to ensure political stability
in this strategic state for the time being
but it remains to be seen to what extent
it will contribute to the rapid revival of
the economy. Though the  Ray ministry
has achieved much success in restoring law
and order, but, because of circumstances
not always being within its control, it has
not been able to impart vigour and speed to
the state’s industrial growth. The govern-
ment has taken some commendable initia-
tive in introducing a scheme of incentives
for starting new industries and for expan-
ding the existing ones. It has also identi-
fied a few growth centres and is trying
to provide them with infrastructure faci-
lities. However, in view of the prolonged
and persistent stagnation in the state’s
economy which had prevailed for several
years until the present ministry came into
power, the government might have
shown far greater seriousness and urgency
in accelerating the growth of industry,
Mr Ray has now taken over the partfolios
of Commerce, Industry and Tourism. But
will he be able to devote adequate atten-
tion to these subjects? Will he get the
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whole-hearted cooperation of his cabinet
colleagues some of whom had publicly
expressed their lack of confidence in his
leadership? Moreover, will he secure
prompt and effective cooperation from
New Delhi in his efforts to promote the
state’s commerce and industry?

West Bengal’s industrial potential is
indeed substantial but no systematic efforts
have been made to find out the type of
new industries that can be set up, the
areas which are ideally suitable for them,
the facilities that will be required for
this purpose, and the amount of invest-
ment that is needed. The West Bengal
Industrial  Development Corporation
(WBIDC) has recently commissioned a
well-known firm of consultants from
Bombay to undertake a comprehensive
survey of the state’s industrial potential
and prospects. Cannot this task be per-
formed by the state government itself in
cooperation with the chambers of com-
merce, industrial associations, banks and
other financial institutions? Even if the
Bombay consultants expedite their report,
its implementation may be delayed unless
Mr Ray sees to it that the infrastructure
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facilities are vigorously developed especi-
ally the availability of power, the shortage
of which continues to be a serious cons-
traint on industrial expansion.

The WBIDC has taken up several indus-
trial projects involving large investment.
These are for the manufacture of cement,
automobile tyres and tubes, alloy steels,
scooters, watches, newsprint, filaments
and Jamps, television sets and several
electronic goods. While a few of these
schemes have been progressing smoothly
some of them have been abandoned due
to faulty planning. Other schemes are
being delayed due to financial and techni-
cal difficulties. The WBIDC’s latest
annual report says that the newsprint
project, estimated to cost Rs 70 crores, is
under examination by the state govern-
ment and  the contral government.
For the alloy steel project which
costs Rs 45 crores in its first phase,
technical collaboration with a German
firm is yet to be finalised. The final shape
of the cement project, estimated to cost
Rs 20 crores, is to be decided on the
basis of the prospective work for lime-
stone that is now being carried out. Mr
Ray should look into the progress of all
these projects and ensure their speedy
implementation. He should also ascertain
why a large number of industrial licen-
Ces issued to West Bengal has lapsed and
what are the difficulties faced by entre-
preneurs in utilising them.

centre’s role

New Delhi should also play a more
positive role in helping West Bengal’s
economy to revive rapidly, The establish-
ment of a shipyard in Haldia will greatly
contribute to strengthen the engineering
industries which are of crucial importance
to the state’s economy. The setting up
of a petro-chemical complex will stimulate
the development of a large number of
industries with growth potential. Even
if these projects are delayed because of
financial or other difficulties there is no
reason why the government of India
cannot at least sanction the free trade
zone at Salt Lake for which the state
government had already spent nearly
Rs 2 crores. Prof Chattopadhyaya, the
union Commerce minister, said some
time ago that the government of India
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had given up the idea of setting up free
trade zones notonly in West Bengal but
in the whole country. Subsequently,
Mr Bose-Mullick, the Commerce secre-
tary, disclosed that the government had
not abandoned but only postponed this
proposal. Now that Prof Chattopadhyaya
has been promoted as cabinet minister at
the centre, it may be easier for him to
persuade his colleagues to reconsider the
free trade zone scheme which will consi-
derably help West Bengal to increase its
exports and create more employment.

Meanwhile, Mr Ray should give atten-
tion to the problems of the existing
industries and help them to operate
profitably. At the conference of busi-
nessmen of eastern region held recently in
Calcutta in connection with the golden
jubilee of the Federation of Indian Cham-
bers of Commerce and Industry, several
suggestions were made for the rapid
development of the economy of West
Bengal and other states. Mr B.M. Birla

who inaugurated the conference high-
lighted the scope in these words: *“The
eastern region of India has remained
poor despite its tremendously rich resour-
ces. We have to think in a big way for
investment in this region, not onlyin
terms of a few hundred crores but several
thousand crores per year to process its
rich minerals and set up now sophisticated
industries such as steel, shipbuilding,
aircraft, coal, petrochemicals, engineering
and non-ferrous metals, for which the
region is ideally suitable. Unless massive
investment is made in the next ten years
to develop the steel-based and chemical
industries in the region, there will hardly
be any impact on the life of the people.
Once the process of development starts,
it will be carricd forward by its own
momentum.” Both the government of
India and the state governments of the
eastern region have to work together in
close cooperation in order to accelerate
the industrial development of this part of
the country,

Relief for the rural poor

MARGINAL FARMERS’ and  Agricultural
Labourers’  Development Agencies
(MFALDA) were established during the
fourth Plan period as a strategy for the
economic betterment of the weaker sec-
tions of rural society. The programme
held out promise of making a favourable
impact on the economy of the rural poor
in the selected 41 districts of the country
by providing them with minor irrigation,
inputs for intensive cultivation, credit
support and subsidiary occupations. The
record of this programme has been asses-
sed by the Reserve Bank of India’s study
team which surveyed 140 villages in 13
districts selected from 13 states. This
study was conducted in 1973, when the
programme had worked only for two
years.

One of the most significant conclusions
that can be drawn from this study is that
for any effective implementation of a de-
velopment programme for the rural poor,
infrastructural facilities such as transport
and communication facilities to the near-
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est urban centre, rural electrification,
scope for processsing of primary products
and availability of institutiona] credit are
ofthe utmost relevance. A network of rural
roads connecting villages with the markets
and neighbouring town integrate rural area
with urban centres and provide outlets for
the villages’ produce. Most of the villages in
the districts of Cannanore (Kerala), Purulia
(West Bengal), Bijapur (Karnataka) and
North Arcot (Tamil Nadu) were served
by roads and therefore responded acti-
vely to the programme, while other dis-
tricts in the survey suffered because of a
comparative lack of transport facilities.

The marginal farmers initiated by thet

Agencies were provided a subsidy at the
rate of 33} per cent of the cost of chemi-
cal fertilizers, high-yielding seeds and
pesticides as an incentive to take to
modern cultivation. This subsidy was
Intended to cover the risks associated
with the introduction of new technology
fmd was limited to Rs 100 per year per
individual for two consecutive crop sea-
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sons, The identified farmers who adopted
modern technology were issued authorisa-
tions to purchase these inputs from the
co-operatives and the local dealers at
subsidised rates. The study reveals that
while most of the farmers utilised the
subsidised inputs, there was an inherent
risk of resale for profit by those farmers
who purchased fertilizers but had no
irrigation facilities, as was observed in
some cases.

It emerged from the study that the
amount of expenditure on improved inputs
incurred by the farmers motivated by the
Agencies was higher than_ that of other
farmers in most of the surveyed
villages. Expenditu-c on improved inputs
as a proportion of total variable costs
was significant in five districts—Bhilwara
(Rajasthan),  Cannanore, Hoshiarpur
(Punjab), Parbhani (Maharashtra) and
Ranchi (Bihar). In absolute terms, how-
ever, the expenditure incurred was low. In
seven districts—Bhilwara, Durg (Madhya
Pradesh), Parbhani, Keonjhar (Orissa),
Ranchi, Nalgonda (Andhra Pradesh) and
Purulia—it was less than Rs 100 and in
the remaining six  districts—Baroda

(Gujarat), Hoshiarpur, Bijapur, Mathura

(Uttar Pradesh), North Arcot and Canna-
nore—it ranged from Rs 117 in Mathura
to Rs 402 in Hoshiarpur.

inter-district variations

There were sharp inter-district varia-
tions in the outlay on modern inputs.
The response of marginal farmers to
technological opportunities was encourag-
ing in certain districts such as Hoshiar-
pur and Cannanore where high-priced
crops and garden crops were cultivated,
Farmers, however, were generally reluct-
ant to add to their occupational risks
when seasonal conditions were un-

favourable.

The lack of extension support in some
places was also the reason for low expen-
diture on inputs. For instance in Keon-
jhar, the poor quality of the seeds
supplied and the low membership of
marginal farmers in co-operative societies
impeded progress. The quality of the
response also depended on the extent to
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which farmers were exposed to modern
methods of increasing yields.

In the context of credit obtained by the
persons initiated by the Agencies, it was
obvious that the institutionalisation of
such operations led to production-orient-
ed credit. On the other hand, those who
were not initiated by the Agencies tended
to rely on private sources of credit and
often it was for consumption purposes.
Dairying accounted for borrowings of a
large number of credit seekers among the
initiated persons, followed by poultry
farming and sheep breeding. Borrowings
purely for consumption purposes were
reported in some places. One of the
visible failings of the programme was that
agricultural labour even when initiated by
the Agencies tried to secure consumption
credit from institutions, mostly commer-
cial banks. Nevertheless, it saved them
from the village money lenders who us-
ually charged high rate of interest.

subsidiary occupations

Ma-ginal farmers pursued more than one
subsidiary occupation simultaneously,
although their primary occupation was
crop cultivation. The study reveals that
the usual subsidiary occupations were
dairying, poultry farming, bee-keeping,
collection and sale of firewood and farm-
yard manure, cottage industries and shop-
keeping. Dairying was an important sub-
sidiary occupation in most of the districts:
98 per cent of selected identified farmers
in Hoshiarpur, 65 per cent in Baroda,
63 per cent in Mathura, 59 per cent
in Bhilwara and 55 per «cent in
Durg.

About one-fourth of the marginal farmers
were maintaining poultry in Cannanore and
Purulia. Next in importance was collec-
tion and sale of fodder and firewood.
Agricultural labour on other farms was
pursued by as many as 86 per cent of the
marginal farmers in Bijapur, 84 per cent
in Parbhani, 79 per cent in Nalgonda and
75 per cent in Cansanore.

The agricultural labourers also pursued
diverse occupations, each working member
of a houschold following a different
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occupation. However, all of them shared
certain common occupations such as wage
labour on nearby farms during peak
periods of agricultural operations, which
was a predominant occupation in all the
selected districts. '

non-agricultural work

Next in importance was collection
and sale of firewood followed by
non-agricultural work such as arti-
sanship,  petty  shop-keeping  and
cottage industries. Dairying was im-
portant in Baroda (75 per cent),
Hoshiarpur (88 per cent), Mathura (71
per cent) and poultry farming in Par-
bhani (56 per cent). The agricultural
labourers, however, did not derive suffi-
cient benefit from the programme because
the lag in the adoption of subsidiary
occupations was longer in their case than
in that of other sections of the rural
population,

The probiems faced by the Agencies
in ipitiating subsidiary occupations are
bound to be an important framework of
reference for all future programmes for
the betterment of the rural poor. Dairy
farming made good progress in some
districts, but in other places it was ham-
pered by organisational hurdles and lack
of infrastructural facilities.

Moreover, no effort was
integrate  dairying and cattle deve-
lopment programmes. The poor res-
ponse in the field of poultry farming
was largely due to inadequate veterinary
conditions and lack of transportation
facilities. potential for the development
of piggery and sheep breeding were not
explored even in places where conditions
were favourable,

made to

It may, however, be concluded that the
programme did have many positive points,
The survey revealed that nine out of the
13 districts improved their average annual
income per household. Net farm income
increased in the case of twelve districts
out of thirteen. This improvement, how-
ever, was not reflected in the case of agri-
cultural labour, which made comparati-
vely modest progress.
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CAPITALS
CORRIDORS

R. C. Unmat

Financial assistance to industries - HEC's export
y effort + New wholesale prices index

Tue uNION ministry of Industry has
decided to undertake immediately a review
of all the industrial licences in general and
those relating to important industries in
particular which have been issued so far
so that the unimplemented licences can be
weeded out. The step is understood to
be being taken with a view not only to
assessing the likely gap which may be
there between the existing capacities and
those required to be set up in anticipation
of the likely growth in demand but also to
see that the licences are quickly imple-
mented and arrangements can be made for
extending financial support for this
.purpose on a realistic basis.

This was disclosed here last week by
the minister of Industry, Mr T.A. Pai, at
a high-level meeting which he held with
the chief executives of the all-India finan-
cial institutions, the secretaries of the con-
cerned departments of the government of
India and the presidents of the Federation
of Indian Chambers of Commerce and
Industry aud the Associated Chambers of
Commerce and Industries to consider ways
and means of expediting financial assis-
tance to the approved industrial projects.

estimate of resources

It was agreed after the discussion at the
meeting that the ministry of Industry
would prepare an estimate of the resources

*required for the key industrial units which

. have already been licensed. A joint exercise
would be carried out with the department
of Banking and the Planning Commission
to ensure that adequte resources are pro-
vided in time for speedy implementation of
these projects.

Three other important decisions were
also taken at this meeting. One related
to the procedures regarding financial
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approvals. The second concerned matters
relating to industrial plots and the third
concerned the monitoring of the progress
of implementation.

The ministry of Industry, it was decided,
would take up expeditiously with the
department of Company Affairs, the
department of Banking and the department
of Economic Affairs the question how far

e Y
| Lok Sabha poll in March !

The Prime Minister, Mrs Indira
Gandhi, announced in a broadcast
to the nation on the night of
January 18 that she had advised
the President to dissolve the Lok
Sabha and order fresh elections.
The President has accepted this
advice.

The country will go to the polls to
elect the new Lok Sabha in the
middle of March. The necessary
proclamations are expected to be |
issued shortly. J

.

the procedures for granting financial
approvals which are required after the

"stage of clearance of industrial licences

by the Secretariat of Industrial Approvals
(SIA) can be streamlined further and
coordinated better.

Regarding industrial plots, it was agreed
that the ministry of Industry would address
a communication to all the state chief
ministers urging them to issue expedi-
tiously the necessary permissions under
the Urban Land Ceilings Act, of course,
according to the guidelines already laid
down in this respect by the central govern-
ment, The state chief ministers would
also be requested to assist the financing
institutions if there were any problems
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holding up the disbursement of assistance
to the approved industrial projects.

Special steps, it was finally decided,
would be taken by ministry of Industry,
in close consultation with the state govern-
ments, the Director-General of Technical
Development and the administrative
ministries concerned, to monitor the pro-
gress of implementation of industrial
ventures for which approvals have been
given by the SIA. Projects costing up to
one crore of rupees could be left to the
state governments for monitoring. Those
involving investment more than one crore
of rupees would be monitored by the con-
cerned administrative ministries with the
assistance of the DGTD and the SIA.
Suitable instructions would be issued by
the ministry of Industry to the administra-
tive ministries in this regard. The SIA,
with assistance from the DGTD, will con-
centrate particularly on projects costing
more than Rs 5 crores.

* *

In line with the general upward trend in
the exports of engineering products and
as a result of a considerable build up of
its production potential, the Heavy Engi.
neering Corporation (HEC) is making a
concerted effort at entering the export field.
Already a substantial headway has been
made by this one of the premier public
sector undertakings in selling its products
abroad. Orders aggregating to Rs 42
crores have been received. Another con-
tract worth Rs 35 crores is expected to be
concluded shortly.

The Rs 42 crores worth orders secured
so far include a Rs 34 crores contract with
the Soviet Union for the supply of metal-
lurgical equipment for steel plants being
built by the Soviet Union in Bulgaria,
Turkey, and Sri Lanka and also special
cranes for use in Hungary and Bulgaria.
The remaining Rs 8 crores worth orders
pertain to the supply of electrolyser pots
for an aluminium smelter in Yugoslavia,
coke-oven equipment for steel plants in
Bulgaria and Egypt and a number of ore
handling goliath cranes for Cuba. The
Rs 35 crores contract expected to be
secured soon will be for the supply of
metallurgical equipment to the Soviet-
aided steel plants in the third countries,

Besides securing the above orders, the
HEC has tendered for the supply of equip.
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ment not only to the neighbouring deve-
loping nations of west Asia, Africa and
south-east Asia but also to such developed
countries as the United Kingdom, the
United States, France and Canada. The
equipment envisaged to be supplied
includes heavy duty machine tools such as
central lathes, horizontal boring and mil-
ling machines, double column planing
machines, radial drilling machines and
vertical boring machines; sophisticated
castings for rotor body, rotor bush, rolls
and machine tools; forgings for crank-
shafts, pinion shafts, propellers, rings,
roller shafts and rolls; and also such com-
plete equipments as jaw crusher, apron
feeders’ etc.

The HEC authorities feel confident that
apart from meeting their commitments for
the supply of equipment and machinery
for the expansion programmes of the Bhilai
and Bokaro steelworks to their four million
tonnes stages and also the commitments
to the other domestic customers covering
a wide range of industries, they will be
able to support a sizeable export effort.
This confidence has arisen thanks to such
factors as the mastering of technology by
the corporation’s work-force, the easier
supply position of raw materials, parti-
cularly steel and non-ferrous metals, and
also theabatement of unrest among labour.

designs organisation

The designs organisation of the HEC,
the largest such organisation in the country
at present, has also been strengthened a
great deal to back up production pro-
grammes both for the domestic market
and exports. The HEC designers have
already developed about 230 machines.
These include 750m water well drilling
rigs, 2,500-tonne lead extrusion press,
cable armouring machines, lime and dolo-
mite kilns, rolling mill equipment, door
extracting machines, sintering machines
(75 sq m and 250 sq m), welding manipu-
lators, coke quenching cars, 110-tonne
rotating trolley of 34m span tongs cranes,
130-tonne convertor drive gear boxes,
single roll sinter crushers, etc. The other
iotable achievements of HEC have been
he designing of 130-tonne oxygen con-
rerters and 1,300-tonne mixers for steel
rlants.

HEC designers have also designed the
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degassing ladles with capacities ranging
between 40 and 130 tonnes.

Designs are being developed for a
number of new machines. These machines
are soon expected to be taken up for
manufacture on the shop floor. Equip-
ment being designed includes 40-tonne
soaking pit cranes and 8.3m stroke slab
pushers,

Some other projects that are engaging
the attention of HEC designers are
2,700 cu. m. blast furnaces, 6.5 metre
coke-oven equipment, 300-tonne oxygen
converters, radial type continuous casting
machines, etc.

x *®

The new series of the official wholesale
prices index—base 1970-71 = 100—which
has been introduced from the current
calendar year (see details in the Records
and Statistics section of this issue) is
likely to prove much more insensitive to
the changes in the pricc level in the coun-
try than the previous series which had
as its base the year 1961-62. This is
because of two factors. First, the new
index is computed on the basis of 360
commodities and 1275 price quotations,
as against only 218 commodities and 774
quotations in the previous index. Secon-
dly, the weightage provided to the various
groups in the new index has undergone
a substantial change as a result of the
increase in the number of commodities
covered. The coverage of manufactured
products, particularly in the fields of
chemicals and chemical products, basic
metal and metal products and machinery
and transport equipment, has been greatly
enlarged, reflecting the diversification of
the economy. The result has been that
the weightage of primary products, espe-
cially food articles, has gone down signi-
ficantly. The weights diagram in the

revised index has been worked out on the
basis of the value of transactions of com-
modities during the three years to 1969-70.
All commodities in which the value of
transactions aggregates to Rs one crore per
annum are included in the new index.

To some extent, the reclassification of
the various groups in the new index
according to standard industrial classifica-
tion, as against the standard international
trade classification as was the case with
the 1961-62 series, is also likely to contain
the variations in the price level. “

significant feature

Another significant fact that emerges
from a perusal of the new index and the
restructured previous index on the basis
of compiling the new serics is that the
new index shows that since 1971-72 the
increase in the price level has been slightly
of a higher order than reflected by the
previous series. This, of course, could
have been expected because of the in-
creased coverage of the commodities.
Whereas the restructured 1961-62 series
index has shown an increase from 104
for the financial year 1971-72 to 167.2 in
1975-76, the new index has gone up from
105.6 to 173 during this period.

The union government is also thinking
of publishing an official index for retail
prices. Although a consumer prices index
has been issued regularly for more than
three decades, yet no attempt has been
made for far to computc a retail prices
index. This issue has been considered
recently in detail at a meeting held in the
ministry of Industry. The views of the
concerned organisations are being decided.

It may, however, take some time to reach
a decision on the matter as sources have
to be organised for maintaining a steady

flow of dependable information on retail
prices.
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The glory of Vizag outer h

The Japanese refusal to pay the revised port charges at the Vizag

outer harbour could be arm-twisting.

it is in the interest of all

concerned to see that the stalemate is not prolonged and early
opportunity is availed of for holding discussions to resolve

differences.

THE HIGH expectations of fruitful com-
merce and other economic activity raised
vby the inauguration of the outer harbour
“at the Visakhapatnam port on December
8, 1976, have turned into gloom within a
fortnight.

Dedicating the project to the nation,
the minister of Shipping and Transport,
Dr Gurdial Singh Dhillon, had hoped for
““deeper and stronger” relations with
Japan, the main importer of iron ore from
the port. With the provision of better
handling and other facilities the charges
at the port were rationalised to reflect the
cost of services rendered. The revised
charges were to come into force from
December 20. Japan has refused to pay
the revised rates and since that date all
ships scheduled to touch the outer harbour
_were being diverted to other ports.

sullen and silent

It is difficult to say whether this develop-
ment should be treated as a normal and
legitimate business tactic or as an arm-
twisting approach. Iron ore constituting
more thail 50 per cent of the traffic
handled at the port, the outer harbour is
now lying sullen and silent. It is hop:d
the deadlock will be resolved early through
mutual negotiations and goodwill. Mean-

. while, the port has suffered a loss of about
Rs one crore during the first fortnight.

The outer harbour now provides loading
facilities which are four times speedier
than the earlier ones. That will reduce
the berthing time by one-fourth affecting

scnormous savings. At the s me time, four
times bigger ships can now berth at the
port yelding all the economies of large
scale operations. Earlier, the orz-loading
rate was about 2,000 tonnes per hour;
now it is 8,000 tonnes in the outer harbour.
The inner harbour could handle vessels
only upto 36,000 DWT. The new harbour
can take in vessels of about 100,000 DWT
initially and of 200,000 DWT later.

EASTERN ECONOMIST

The port owns a fleet of 32 electric
cranes of three to 10 tonnes capacity, two
floating cranes—one of 150-tonne capacity
—and a variety of other uptodate equip-
ment for cargo handling. A hydraulic
excavator mounted on pneumatic tyres was
commissioned in March last year. A new
system has been introduced to unload bulk
cargoes by means of grabs and portable
flat belt conveyors.

For the first time in many years, service
charges at all Indian ports were revised in
July 1975 and related to the services
rendered. In August while inaugurating a
conference on productivity at Indian ports,

POINT
OF
VIEW

prime minister Indira Gandhi emphasised
the need for increasing productivity at
each port. Revision of charges at Visakha-
patnam port was in line with this general
policy. At the Rs 100-crore outer harbour
the pilotage per NRT (nearly a metric
tonne) was increased from Rs 1.80 to
Rs 5.20. A new quay levy of Rs 17 per
tonne was introduced and th: berthing
ra‘e per ship per day was raised from
Rs 1,000 in the inner harbour to Rs 30,000
in the outer harbour.

The t-mporary setback that the port has
received does not, however, minimise the
marvellous work done by Indian planners
and engineers to con truct one of the
biggest and the deepest harbours west of
Rotterdam and east of Tokyo. The outer
harbour has been carved out of the open
sea by taming the turbulent Bay of Bengal.
This has been achieved by piling up about
2.4 million cubic metres of stones and 16,000
concrete blocks each weighing 30 to 50
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arbour

Baldeo Sahai

tonnes, in raising three walls inside the
sea. These three breakwaters, one each in
the south, east and north, have a total
length of about 3 000 metres.

These barriers across the mighty breakers
of Bay of Bengal formed a vast 200-hectare
water basin. The h-rbour has a depth of
about 16.5 metres, by dredging about eight
million cubic metres of sand. This mountain
of sand has been spread out alongside the
Dolphin’s Nose hill to create one of the
most beautiful man-made beaches. The
hill itself is quite picturesque and the
beach has the potentialities of being turned
into a tourist attraction.

unique berth

Insidz the basin has been constructed a
263-metre long ore berth. The uniqueness
of this berth lies in the concrete-crib-cons-
truction method adopted for the first time
at an Indian port. The berth stands upon
eight 23-metre high concrets structures
called cribs—hollow, cellular concrete
structures. Each unit weighs about 15,000
tonnes or equivalent to the size of an
average naval ship. It was first construct-
ed on land to a height of five metres. On
a day of ideal tide it was towed to the site
and launched into the sea. The remaining
18 metres were constructed over that,
within a week’s time.

The conveyor belt which will carry iron
ore from the stockyard to the ship is
another important feature of the outer
harbour. The ore from the Bailadila and
Kiriburu mines is brought by train and
stacked at the port. From there it is
transported to the vessels berthed in the
basin through the longest conveyor belt in
Asia and the second largest in the world.
Of the total length of 8.5 kms, the ocre-
coloured belt stabbing the skyline of
Visakhapatnam city runs overhead for
about 4.8 kms. In the portion spanning
the city, it is covered from all sides to
eliminate noise and dust pollution. Dr
Dhillon called it as <the crown of the
city”.

The conveyor belt runs into a huge
mechanical monster of a shiploader. The
loader moves on rails and can negotiate
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a 210-degree-turn. Itcan dig deep into
the hatch of a ship to discharge iron at a
rate of 8000 tonnes per hour.

But where are the ships? Hereis the
rub. Besides the port authorities, a
pumber of other Indian government

Costlier oil ; its impact on inflation

departments will be affected by the
Japanese decision, The MMTC will have
to alter its mining programme. The rail-
way wagons carmarked for transporting
ore will have to be diverted to other goods.
The Japanese themselves may have to alter

When the rate of inflation in 1973-74 in India was 20.7 per cent, the
author says, the oil induced inflationary impact was only 0.41 per
cent. The rate of increase in inflation after the current upward
revision of crude price can be calculated only after one year.

THe OPEC, at its session held at Quartar
towards the end of the old year has once
again raised the price of crude. This up-
ward revision, according to US econo-
mists, will have an inflationary effect on
the economies of all oil-importing nations,
which have been subjected to inflation
from 1950-51 in varying degrees. In this
country, the rate of inflation which had
tpuched 0.8 per cent in 1960-61, suddenly
js\mped from 7.7 per cent in 1972-73 to
2(.7 per cent in 1973-74 as shown in
Table I

TasLE 1

Inflation in India
(1969-74)

Cost of living Rate of
Year index weekly inflation

average (1949—100)
1969-70 215 14
1970-71 227 5.1
1971-72 233 3.1
1972-73 251 7.7
1973-74 303 20.7

Souree : Reserve Bank of India Bulletin.

To what extent have higher oil prices
contributed to the aggravation of inflati-
onary pressures? Among the various
methods for measuring open inflation, the
Horsefield method has not yet become
popular because of conceptual problem
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as well as non-avaijlability of complex
data required for processing. The whole-
sale price index method, although popular,
suffers from limitations because the index
numbers are based on prices quoted by
government departments which occasi-
onally fails to take into account the
higher prices prevailing in the open mar-
ket in some commodities. Moreover,
expenditures on education, transport, etc.,
have very little scope for inclusion in this
method. The consumer price index
method is very popular, but it is con-
fronted with the basic problem of selecting
the most relevant or reliable index from the
three types of price indices viz consumer
price index for urban non-manual em-
ployees, the consumer price index numbers
for agricultural labourers and the all-India
consumer price index for industrial wor-
kers. Therefore, we may avoid these three
bases and calculate the inflationary
impact, in isolation, of the rising price of

their production schedules. It is therefore
in the interest of all concerned that the
stalemate is not prolonged. An early
opportunity should be availed of for hold-
ing discussions with the Japanese to
resolve differences.

H. Mazumdar

crude with the help of the GNP deflator;;,
a method which is being currently used
in other countries. The approach to
calculation in terms of the GNP deflator is
called the “market basket” approach
which represents the total goods and
services produced by a country in a year.

The GNP deflator reflects the weighted
average increase in prices of the Gross
National Product which consists of all
goods and services produced by a nation
during a particular year viz. capital
goods, consumer goods, export and
import goods, various services etc. In
order to calculate under this procedure
one should bear in mind the analysis of
the following question. If a GNP in the
base year (using an index basis) cost
Rs 100 what would be the cost of same’
GNP in the year in question considering
the change in the price of one item (say
for oil) and nothing else?

While attempting to isolate the infla-
tionary impact of certain price changes,
it is fundamental and important to
remember that all other items of GNP are
assumed to be constant, although the

TasLE 11
(Example)
Break up of Base year Next year
GNP
Goods Qty. Price Exp. Price Exp. <
(Rs) (Rs) (Rs) (Rs)
Item A. 5 1 5 2 10
Item B (all items
except A) 95 1 95 1 95
Total 100 105

et
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real GNP might have changed during the
year under consideration. The example is
illustrative in Table II (page 92).

hypothetical case

Suppose a country produces/imports
five per cent (item A) of the GNP. For a
given size of the GNP if the price of the
item A is doubled and prices of all other
item of the GNP remain unchanged on a
weighted average basis the doubling of

1 } price of item A will be equal to 5 per cent

increase in all goods. In this hypothetical
case the GNP cost Rs 105 in the next
year as compared to Rs 100 of the base
year. Thus doubling of price of item A can
be said to have had an inflationary effect of
5 per cent. Here price index is equal to
(105/100) x 100=105. Thus the rate of
inflation is § per cent. This can be expres-

sed in mathematical formula as follows::

1 VIV 100
=5

where I=Inflation

Vi=Value (in the year of computa-
tion)

V2="Value (in the base year).

Using the above procedure; the rate of
inflation induced by rise in prices of
crude oil in India during 1973-74 can be
computed. The reason for the selection
of this particular ycar is that during this
period oil prices increased abnormally.
The calculations are as given in Table IIL

Thus, when the rate of inflation in
1973-74 was 20.7 per cent, the oil induced
inflationary impact was only 0.41 per
cent. How this compares with the oil
related inflation in other oil importing
countries of the world is shown in
Table IV.

What would be the rate of increase in
inflation after the current upward revision
of crude price can be calculated only
after transactions {or one year.
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TasLe 111
1972-73 1973-74
Particulars Quantity
of products (Mill tonnes) Price Value Price Rg/ Value
Rs/tonnes Rs tonnes  Rscrores
crores
1. Oil and products? 22.94 129.08 296.11 198.04 454.30
2. All other products —_ —  37776.89 — 37776.89
Gross National Products 38073.00° 38231.19
Vi 38231.19
=——X100 of ————x 100
A\ 38073.00

=100.41 =041 per cent

(N.B. : Unit price of oil has been worked out by dividing the total value of impor-
ted oil and oil products by total quantity of imports.)

TABLE 1V

Inflation Rate and Oil-Related Price Level Increases

1973-74

Annual increase;

Oil-related

Inflation due to

Country consumer price price level price increase
index (per cent) impact (per cent) in other industries
(per cent)
USA 12.3 24 9.9
UK 232 5.2 18.0
Austria 12.1 30 9.1
Denmark 14.2 5.6 8.6
France 17.2 4.3 129
W. Germany 74 34 4.0
Italy ' 213 5.9 154
Netherlands 12.2 5.9 7.3
Norway 10.5 33 72
Sweden 7.6 47 2.9
Switzerland 4.0 33 0.7
Japan 10.5 5.8 4.7
Australia 12.2 1.1 11.1

93

Source : (1} World Oil, September and October, 1974,

(2) International Petroleum Encyclopedia—1975
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users of

Firestone car
are smiling.

vres

" RADEUS/F/CT. 1A

Some months ago, we put an,
improved car tyre on the mar-
ket. We didn’t tell motorists
about it, we didn't charge
extra. Buyers have found out
for themselves that it Jasts
longer.

When a crisis hit the car 1yre market,
we didn't pull off the road. In fact, we
drove harder...making our car tyre
better, |mprovmg it for more impressive
performance. It doesn't fook different
because the tread design is the same.
But improvements like extra rubber on
the shoulders have helped to increase

mileage. Economy when economy is
needed most.

Getting better by the year, For.76 years,
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south Korea’s achievements

Dr G. Rangaswami

The author, who is the Vice-Chancellor of Tamil Nadu Agricultural
University, Coimbatore, believes that South Korea has, within a short
period of less than a decade, made as much progress as Japan has
within three decades and Taiwan in two decades. This is reflected in
the TV antennae on the buildings of the remotest village. On this
count alone, the author believes, South Korea could be excluded from
the list of the underdeveloped countries.

I'spENT 12 DAYs in south Korea from
October 6 to 17, 1976. The main purpose
of my visit was to attend the Second
Biennial Conference of the Association of
Asian Agricultural Colleges and Universi-
ties. As president of the Indian Agricul-
tural Universities Association I represented
the country at the Biennial Conference.
Also, at the request of the Central Silk
Board of government of India, of which I
am the chairman of the Research Coordi-
nation Committee, I spent five days from
‘October 6 to 10 prior to the starting of the
conference on October 11. This gave me

ments, except what I have learnt in the
past—a superficial knowledge—through
meeting with some Korean friends at
international meetings. Being my first
visit, 1 was looking forward to learning as
much as I could during the 12-day period.
My earlier visits to Taiwan, Japan, Thai-
land and Philippines had given a broad
picture of what is being done and what is
possible under the conditions existing in
these east Asian countrics. However, the
remarkable progress made by south Korea
within a short period of less than ten
years can be believed only when seen in
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an opportunity to study the latest activities
in agricultural productivity and rural
development. Recollecting my thoughts
about what I saw while in that country,
and heard and read about south Korea
and its agriculture, it became clear to me
dAhat unless I had visited the country and
the rural areas as I did, I would have never
believed anyone if he had told me that so
much had been done within so short a time
by this war-trodden country which con-
tinues to be on its toes to defend a possible
physical threat from the north and econo-
mic threat from the east, west and south.

1 had not known much about south
Korea and its political or industrial achieve-
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person. What has been accomplished by
Japan over a period of three decades and
by Taiwan in two decades has been accom-
plished by south Korea in less than one
decade.

The main achievements can be listed as
(I) an anuual economic growth of 8.6 per
cent over the past two decades, (2) more
than doubling of agricultural productivity
during the past five years, and (3) a ten-
fold increase of its export earnings since
1960s. These arein no small measure
easy to accomplish.

Wherever I went, around the capital city
of Seoul, the towns of Suweon, Chung-
pyong, Osan, Cheonan or Onyang, there

95

in agriculture

were intensive developmental programmes
such as construction of roads and high-

- ways and industrial and residential build-

ings. People were always found most -
active and busy working in the fields,
factories or markets. The richness of the
average man was reflected in the TV
antennae, almost one on the top of each
residence, even in the remotest corner of a
small village. In my opinion, on this
single count alone, this country could be
excluded from the list of developing
countries of the world.

increase in GNP

The GNP had increased from $95 in
1960 to about $690 in 1976. Present
population is estimated around 35 million
people, of which about one-fifth is in
Seoul. Since 1960s the annual rate of
population growth has been brought down
from about 5.0 per cent to 1.56 per cent,
which is a remarkable achievement. There
is no unemployment and there are no
beggars in the country. All these became
possible through a strong agricultural base
and through hard and sincere efforts on
the part of the government and its people.
Korean people are hard-working, honest
and sincere and the government adminis-
tration is efficient, solving the problems
and bringing benefits to the people, from
the grassroot level.

In my opinion, besides the hard work
by the farmers, the major contrlbutory
factors for the rapid progress in agri-
culture are: (a) an effective rural deve-
lopment programme launched with
presidential decree under the banner of
Saemaul Undong, (b) the strong coopera-
tive movement under the authority of
NACF (National Agricultural Cooperative
Federation) directly helping the farmers
to receive the maximum returns for their
harvests, and (c) special incentive pro-
grammes for export-oriented agricultural
produce. I shall attempt to briefly bring
out the important contributions being
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made by cach of the above three factors,
as understood by me during my visit.
‘Saemaul Undong’ is a ‘New Village
Movement’ meant to develop rural areas,
initiated in November 1971 and got
nation’s constitutional support on October
17,1972. The movement became a part
of the Yushin Constitution adopted by the
Parliament for revitalising reforms in the
country, including strengthening its
defence efforts, expanding its industrial
undertakings and bringing better life to the
rural community. The Saemaul Undong
has as its three important tenets, (1) dili-
gence, (2) self-help and (3) cooperation.
This movement has brought in miraculous
change over the past four years by which
the chronically lethargic rural people have
been transformed into a productive, vital
force. On the day I was leaving Seoul,
October 17, there were jubilant celebra-
tions to mark the fourth anniversary of
adoption of the Yushin Constitution.

self-help in villages

I visited the Saemaul villages of Chung-
pyong in Gyong Gi Province, and Dong
Mag village in Gycong Gi Province, the
former about 60 km north-east a-d the
latter about 85 km south of Seoul. In
Chungpyong the villages were improving
the drainage and the road, the cement and
steel for the improvements having been
supplied free of charge by the government
and the labour put in by the villagers.
Earlier the villagers had constructed a
common silkworm rearing centre through
a similar effort. In Dong Mag the village
leader showed round the new facilities
‘created for the common benefit of the
"villagers under the programme. These
include a modern W.C., a community hall,
lining of irrigation channel, erosion control
works, improvements to the road, and
replacing all the thatched roofs with
asbestos roofs in all of the dwellings of
the village. There are 43 farmhouses in
the village and 3 non-farm houses. Of the
_latter three, one member works in a
j government office and two work in the
_factories in a nearby town, but their
- annual incomes are much less than the
-average of the farmers of the village. The
,average income of the villagers has
.increased from $1,284 in 1971 to $2,958 in
"1976. Besides, the village has spent
$121,722 for general improvement of the

e N Y S
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environment and has a village fund of
$91,200 in savings bank. Crop yiclds have
increased by about 150 per cent, with all
the farmers adopting the latest technology
in crop production, livestock fattening,
biogas production aad wuse. This has
become one of the best model Saemaul
village of the province and the village
leader was proud of mentioning that there
were far too many visitors to the village,
distracting the villagers from their normal
works. Ttis said nearly 16,000 of the
34,665 villages in the country have already
come under the Saemaul movement, and
all of them will be covered by 1980. This
being a continuous process, several new
items will be added to the improvements
of the villages in the coming years. Crea-
tion of better living conditions and the
additional modern amenities helps in pre-
venting the migration of rural people to
the urban areas, in search of jobs and
comforts. One of the most astonishing
achievements of the movement is that the
average income of the rural worker in the
farm has increased to surpass that of the
industrial labour; the farmer gets about
$2,000 per year, whereas an industrial
worker is paid about $1,000 and has to put
in over-time to earn $2.,000. This also
helps to keep the villager on farmland.

important development

The second important development in
the country is the strong organisational
set up of cooperative movement. The
National Agricultural Cooperative Federa-
tion (NACF) has about 2,000 branches
with about 40,000 employees, spread all
over the country. It has an annual budget
of about $4 billion, almost competing with
the national government budget. It has
monopoly purchase and distribution autho-
rity in several commodities, including
fertilizers and seeds. It avoids exploitation
of the farmers by the middlemen and in
securing fully what is due to the farmer by
way of best price for his produce, timely
supply of quality inputs, and technical
advice in matters concerning farm plan-
ning, budgeting, marketing and storage.
This development had taken place only
during the past five or six years.

The third contributory factor towards
rapid development of agriculture in south
Korea is the special attention paid by the
government to certain areas of ruyral
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activity to fully utilize the labour force.
There is a Special Projects Burcau with a
Director-General heading the Bureau in
the ministry of Agriculture and Fisheries.
The bureau takes care of export-oriented
agricultural commodities, for which special
extension programmes are organiscd, and
price and input incentives arc given. Two
important items covered are mushroom
cultivation and silkworm rearing, Most
modern technology is adopted in these
two areas, so that the cost of production is
low and high quality is maintaincd. South

Korea has been able to export last year "

about $20 million worth of mushrooms
and about $120 million worth of raw sitk.
Because of relatively lower cost of labour
and high production efficiency through
adoption of modern technology south
Korea has been able to compete with
Japan, Taiwan and Mainland China in the
international market in these commodities.

contributory factors

There arc two more important contri-
butory factors which have helped in mak-
ing rapid progress in agriculture and they
are: (a) the general educational programme
of the country and (b) the strong extension
network. The education programme in

the high schools is divided into (i) acade- -

mic, and (ii) vocational. Of the vocational
schools, a large number of them offer
agriculture as the main subject. Thus there
is gencral interest created in the young
minds about the importance of agriculture
for the nation. [ visited the Chung Mo
Teachers In-service Training Centre, where
annually 8,000 teachers from all parts of
the country are given in-service training.
This includes agricultural subjects, cover-
ing theory and practicals. At the time of
my visit about 400 women teachers were
being given six-day in-service training.
Students from vocational high schools
are selected for training as Future Farmers
of Korea (FFK) under spccial programmes
organized by the government. There arc

about 120 schools offering vocational -

courses in agriculture, about 25 colleges
offering higher level training and 18
colleges offering degree programmes in
agriculture. In all, over 1,000 agricultural
graduates are produced annually and all
of them are gainfully employed in a
country whose 40 per cent population are
engaged in agriculture and whose overall
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population {s much [ess than that of Tamil
Nadu state.

The extension network and the linkage
between research and extension have been
so well organised that there is 100 per
cent coverage of all villages, each extension
worker being responsible for seven or eight
villages and a total of about 300 to 400
farmers. 1t is claimed that there is also
cent per cent transmission of technology
from the Office of the Rural Development

HORD) to the farm houses. The ORD
has an excellent set up to produce the
required extension material in the form of
literature, radio and TV programmes and
other audio-visual aids. In a day about
four hours on radio and 90 minutes in TV
are provided for agricultural programmes.
With a countrywide coverage through
radio and TV rapid spread of any new
finding is assured.

most important crop

The tota] land spread of south Korea is
98,447 sq km of which about 23 per cent
or 2.24 million hectares is under cultiva-
tion, while the rest are covered by moun-

_ tainous terrain, several of them rocky but

“covered in parts by forests. The annual
precipitation is about 1,200 mm, which
includes about 200 to 300 mm of snowfall.
The most important crop is rice, occupying
approximatcly 57 per cent of the arable
land, followed by barley, wheat, maize
and sorghum as ccreals. Soyabean, rape-
seeds, peanuts, castor, chillis or red
pepper and various vegetables are being
commonly grown all over the country. The
most important fruit crop is apple which
is one of thc important export-earners.
The farmers adopt mixed farming practices
including piggery or beef cattle rearing,
poultry husbandry, sericulture, rope mak-
ing, or as a unit in a farm holding.

Rice being the staple food of the people,
the required quantity of 4.9 million tonnes
could not be produced until recently. In
order to fill in the gap some restrictions in
the use of rice have been imposed and some
quantity of wheat is imported annually
from USA to meet with the needs, How-
ever since 1972 a new indica X japonica rice
variety Tongil was developed with the
cooperation of the International Rice
Research Institute, Los Banos, Philippines
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and this has revolutionised rice crop pro-
duction in the country. Within four years
the area under this variety increased from
three ha to 530,000 ha, increasing the
country’s average yield in 1.2 million ha to
about 3.8 tonnes of polished rice per ha.
Tongil’s average yield is five tonnes per
hectare, which has helped to bring self-
sufficiency in rice in 1975. This rice
variety is said to be one of the main
factors for bringing economic prosperity
in rural areas all over the country. The
average income from farm household in
1975 touched 873,000 won or $1,800 as
against 859,000 won or $1,710 from average
urban household, an increase of about four
per cent over the later, which is perhaps
very rare in any other country of the world.

One more feature which helps the far-
mers to earn more is integration of cottage
industry with agriculture, which helps in
engaging themselves all the year round.
More recently vinyl cultivation under
polythene covers, of vegetables and fruits
during winter months has been taken up
on an extensive scale. Though there is
not much of mechanization in agriculture,
very rarely cattle or horse is used for field
work. The most commonly used machine
in the village is a power tiller. A combine
for harvesting and threshing of rice crop
is becoming increasingly popular.

Every effort is being taken by the govern-

ment to maintain the favourable balance
of wages and earnings in the rural sector
as compared to the urban areas, all the
time providing extra incentives for impro-
ved environment and living conditions in
the villages 50 as to avoid the unhealthy
trend of urban crowding and reverse
migration to avoid pollution problems,
Advance action to tackle future problems
seems to be one of the important charac-
teristics of the administration in south
Korea.

The rapid progress made in the agricul-
tural frontin south Korea is apparent to
any visitor. The stong leadership, support-
ed by technical guidance and scientific
research has led the farmers to adopt most
modern technology resulting in a remark-
able increase in average yields of crops
within the past five years. The special
incentives to the farmers have helped the
country to boost its export earning
through agricultural produce and by-pro-
ducts. The new national programme to
improve the rural living conditions and
the environment has paid rich dividends,
helping in a balanced development of rural
and urban areas; one cannot but think
that the farmers are fortunate in being
members of such a progressive country,
contributing their mite in the cause of
their nation’s rapid march towards pros-
perity.
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European integration in 1 the

GATT perspective : 1T

Rameshwar Tandon

QOver the years the degreé of agricultural protection has increased,

particularly in the EEC.

In many cases the only way lo achieve

agreement on common prices and common syslem of market
organisation, says the author, was to agree to align all national policies
to those of the most protectionist of the member nations.

This is the second and concluding part of the article on European
integration in the GATT perspective concerning the Common Agricuftural

Policy. Part I of the article had appeared here last week.

WHILE THE GATT makes no distinction

between trade in agricnltural and indust-
rial goods, this is as suppressing a pheno-
menon as complete prohibition of
Quantitative Restrictions, The GATT's
record in temperate agricultural goods is
other than one of failure. Not only is
the effective protection, in all likelihood,
higher, on the average, than in other
sectars of world economy, but also the
indications are there that the rate of
effective protection is increasing and the
domestic prices exceed the import prices
by as much as [04 per cent in some
cascs.t

undue optimism

The Problem is whether it was shortsigh-
tedness or undue optimism which made
contracting parties decide on equal
treatment  for all  goods entering
visible trade, except those regulated ia
the commodity agreements. The UK
and US represented the exporters’
interests and Britain conld hardly have
taken a position that was unfavourable
to the Commonwealth countries.  They
managed to have a safeguard written in
the Article XI: 2 which excepts import
restrictions on agricultural goods from
general prohibition. But the exemption
applied only where the agricultural
restrictions are necessary for enforcement
of government measures that impose
limit on the domestic production.

Hence the restrictions justified here
must be so stringent as to reduce the
total of imports, relative to total domes-
tic production, as compared to the pro-
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portion which might be expected to
rule between the two in absence of rest-
rictions, taking account of historical
patterns and special factors as change
in relative productive efficiency. But the
fa:tis that only the US has tried with
any consistency to restrain domestic
production,

suggested measures

The ministerial meeting of October
1957 stressed some disturbing trends in
agricultural protectionism.* The report
suggested some measures with a view to
protecting domestic agriculture as follows:

1. Direct discouragement of imports by
import duties, restrictions on im-
ports, multiple exchange state
trading agencies,

2. Measures to encourage exports, € g,
state trading, export-subsidies.

3. The elements which directly encourag-
ed home production, ¢.g., measures
as outright subsidy or indirect sub-
sidies to farmers through tax
privileges.

The panel was not to pass aay judge-
ment on the individual policies but they
tried to measure the degree of agricultural
protectionism for some goods. They
found that the price of wheat in 17 out
of 21 countries studied was above the
world import price during 1954-56 and
the Swiss production-price was double
the average price. Thus the Harberler
report’s recognition of ‘deficiency-pay-
ments’ as the least protective method of
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subsidization endorsed the British way
of dealing with its farming problems.

The Six were happy with the report’s
para 253 and suggested that a modera~*
tion of agricultural protectionism should
be combined with other mcasures but a
moderation of agricultural protection
remains a necessary ingredient in total
operations, The GATT Committee [
was required to  collect data on
non-tariff measurcs for protection ©of
agriculture. It was shocked at wide-
spread use of protection and found, for
each of the six commodities, “‘there had
been extensive resort to non-tarifl barricrs
involving protection”.*

The Committec came to the conclusion
that the non-tariff devices seriously
affected trade in goods considered.  The
extensive use of Quantitative Restric-
tions and widespread
nullification of tariff bindings frustrated
the benefits a country expected to receive
as a result of the GATT obligations.

long-term solution

The Commitiee Il suggested that an
important long-term solution must come
thkrough an improvement in the cfficicncy
of resource allocation and that a modera-
tion of agricultural protection in both

the importing and exporting countries
is desirable. Tt suggested two ways to
deal with this problem to limit

production in those countries where it
was unnaturally stimulated by high
domestic prices and to draw up a price-

¢

agreement on the basis of (raditional-

commodity agreements.

_Thus, over the years, since the Com-
mittee 11, the degree of agricultural pro-
tection has further increased and parti-
cularly so in case of the EEC. In many
cases, the only way to achieve agreement
on common prices and common system
of market organization has been to agree
to align all national policies to those of
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impairment  of -

the most protectionism of the Six for
goods in question.¢

Mr Baumgartner suggested the setting
up of a study group on cereals and if
the Six base their agricultural policies on
normal prices, as the US has already
done, it is hardly conceivable that other
countries exporting agricultural goods
will continue to sell at lower prices.
Here the levy technique should have a
salutory effect by encouraging the export-
v!g countries to raise their prices and
the Common Agricultural Policy should
result in a trend towards standard world
prices and a policy of food aid .’

While the stark realities of trade in
agricultural goods were far removed from
these pious hopes, it was assumed that
once the exception in favour of Quanti-
tative Restrictions disappeared, the rea-
sons that led them to maintain wide-
spread restrictions on agriculture would
also disappear, but this did not prove to
be the case.®

The Six pointed out that Common
Agricultural Policy was not inconsistent
with the GATT and it was subject of dis-
cussion when there was question of con-
;crete action which could be contrary to
obligations under GATT.

probable approach

It was suggested that to find solutions
involving reasonable equilibrium between
agricultural interests of third-countries
and agreed objectives of Common Agri-
cultural Policy, the probable approach
should begin with thc idea that any
policy can only be achieved as partof a
world-wide agrcement. Here the fol-
lowing elements were pointed which will
constitute a minimum basis to control
world markets:

I. The world-wide agreement should
aim at balancing supply and demand as

Jbetween major exporting and importing

country;

2. To achieve this, importing count-
ries should guarantec maintenance of
some global import-requircments;

3. The international changes would
take place at an agreed minimum price
and the entirc arrangement was to be
policed by some organisation.

In the Community system of agricul-

EASTERN ECONOMIST

ture, the kingpin is the ‘indicative’ price;
for cereals, this is at present, the highest
in each member. For this, intra-country
levy during the transition period and the
levy on third-countries’ imports are
derived, after taking account of trans-
port costs from the centre, for which
basic indicative price is determined to
the point of entry at the frontier. The
‘frontier’ price or threshold-price is in-
creased by a preferential addition
{montant foreiture} which, in case of intra-
community trade, is deduced to encou-
rage such internal trade; the levy is set
as difference between the threshold price
and most advantageous world price.?

In these rules on agricultural policy,
the Community has tried to reconcile
the needs of integration with the need to
guarantee their workers an income compa-
tible with other sectors of the economy
and also with the third-country interests.8

higher protection

Hence the EEC agricultural system
gave higher protection than was provided
earlier; the French threshold price for
wheat in August 1962 was 60 per cent abhove
the C.LF. price for imports and in
Germany, it was 106 per cent higher than
the landed price. The GATT working
party held that the system might bring
into world trade, new elements hitherto
not existing which might have adverse
effects on the prices and on access to
markets”’.

The EEC levy, used for many, but not
all the agricultural goods within the
community, imposes a duty that varies
as often as is necessary to span the differ-
ence between internal-target price and
world market prices. Thus the effect
is to make third-country suppliers
into ‘residual’ suppliers; so long as the
target price is not reached within the
Community, levy will be sufficient to
keep out imports and any fall in world
market prices, even as a result of increas-
ed efficiency, will be automatically offset
by increase in the variable levy™".®

While June 1970 marked the end of
twelve-year transition period, two crucial
events underlined the significance: The
Hague summit of December 1969 and
the recent agreement of financing of
Common Agricultural Policy.

While the principle of Community
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solidarity was accepted as early as 1962,
the financial regulations embodying it
were provisional and the final decision
was taken only at the end of the transition
period. The French fear here was that
the British entry may go against them, as
the Germans would have a natural ally
in Britain as both favour cheap food
imports.

source of funds

The CAP will now be financed by the
EEC as a whole and the funds will come
from three sources: levies on agricultural
imports, custom duties on industrial
imports and a percentage of value-added
tax which the EEC was to adopt by 1972.
The system will encourage the Six to keep
agricultural levies and custom duties as
high as possible, or to cut down their
imports. [t was hoped that the revenue
from the levies and custom-duties will
stabilise at current levels and greater
part of the EEC funds will come from
the value added tax.

Some studies revealed that as at pre-
sent, the agricultural support prices are
well above world-prices and the Common
Agricultural Fund is spending astronomi-
cal funds in paying to the EEC farmers
and in subsidizing exports and the cut
in support prices might result in the
decline in production and expenditure as
well.

In October 1966, a new regulation was
rcached which put the variable tax on
imports for members and non-members
to be applied in lieu of custom-duties.
The variable tax is to consist of two
elements: a variable element destined to
compensate the given differences in the
price of raw materials and a fixed element
to provide protection for processing
industry.

The agricultural policies in the US and
western Europe have been dominated by
two rival considerations: the farmers
plead for support and the politicians
defend policies on farm earnings. The
EEC view in the Kennedy-round was that
a ‘consolidation’ rather than a reduction :
of such ‘margins’ of support would be a
very ambitious goal and it is more worth-
while to try to reach some sort of agricul-
tural commodity-regulations to stabilise
world market prices at a reasonable leve]. 10

It must be admitted that the solution-
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adopted in the early post-war years, when
the collaboration in a world-wide organi-
sation to include both agricultural and
industrial exporters was made possible by
giving equal rights to both groups of
goods, has proved quite unrealistic, Two
errors could be pointed here as follows:

1. The belief that legitimate use of
Quantitative Restrictions for balance of
payment reasons was also the genuinc
reason for trade-restrictions in foods. 1f
this had been so, elimination of deficits
and abolition of exchange controls would
have led to freer tradc in agricultural
goods and in fact, only the end of
exchange-controls at the end of the
fifties brought out the real naturc of agri-
cultural protectionism.

2. Nor do they seem to have apprecia-
ted that protectionism, which remained,
once exchange controls were removed,
was of a dual nature: there was a desire
in a number of countries, ¢.g., Germany,
Switzerland, Belgium and Scandinavia to
maintain an economic class for ‘meta
economic’ reasons; and there was another
side of agricultural protectionism also
that there has been some protection of
interests often remotely connected with
peasantry, e.g., processing plants and
milling industry in the EEC having 100
per cent protection.!

optimum structure

Hence W. Ropke suggested that there
is such a thing as that ‘optimum’ structure
which gives to “the agriculture of indus-
trial countries its natural place in national
scheme of localisation of world agricul-
ture. This place is now determincd by
the fact that in industrial countries,
preference should be given to production
of agricultural high-grade goods in con-
trast to staple goods, natural localisation
of which is to be found, more in the
peripheral zones of the world economy” .**

The suggestions of the Haberler report
could be understood here well: a modera-
tion of agricultural protection in the US
and western Europe, shift in methods of
agricultural protection, away from price-
supports to deficiency payments and
bufferstock provisions.

But the Committee II was more ruthless
in suggesting moderation of agricul-
tural protection in both the exporting
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and importing countries, improvement in
efficiency of resource allocation, imposing
some restraint on the protected produc-
tion where national resources tied in
agriculture can be more effectively real-
located .t?

In the Treaty of Rome the Association
arrangements  were most controversial ;
Part 1V of the Treaty provided that all
the EEC members would make available
trade facilities to their QOverseas Terri-
tories, as in their intra-trade, but they
were allowed to retain duties for infant-
industry or revenue purposes. This did
not mean that all trade restrictions would
be dismantled, it only meant that any
existing preferences granted to one mem-
ber would be generalised to other mem-
bers also.

failure of system

In the GATT debates, the developing
countries pointed out that the Association
system failed to meet the free-trade area
criteria and that this was only an exten-
sion of the French preferences to other
Furopean members, So it constituted esta-
blishment of a ‘new’ preferential system
in violation of GATT. The Treaty of
Rome did not touch on the EEC relations
with the developing countries as a whole,
as the policy was yet to be evolved. The
Association arrangement was put as the
first step towards common commercial
policy for the developing countries and
these were to be the model of the EEC
relations with the Ldcs.

In the GATT mecetings, Article 24 and
the Most-Favoured-Nation clause was
severely criticised in view of serious
imbalance in the initial concessions bet-
ween two sides as provided in the Treaty
of Rome. The Ldcs’ case was also suppor-
ted by Britain due to her Commonwealth
interests, The GATT working party gave
a majority and minority view;' since there
was no agreement, it was decided that
the compatibility of these arrangements
with Article 24 should be set aside. Here
the EEC did not request for a waiver and
the Association Agreement was accepted
without any more fuss due to the US
moral support and the GATT survived
with its MFN clause somewhat tarnished.

The Ldcs’ fears were widely shared
that over a long run, their export interests
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might suffer and something should be
done to minimise these adverse repercus-
sions. The GATT Working Party con-
firmed that the duty-free admission of
Association goods into the EEC in view
of an external tariff barrier against goods
of all other countries could only be
regarded as creation of a ‘new’ preferen-
tial system.

obvious outcome

As the overseas countries’ exports off
many agricultural goods were, on the
point of exceeding the total requirements
of their metropolitan preferential markets,
but were sustantially less than the needs
of the EEC, trade diversion would be the
obvious outcome. The preferential mar-
gins of the Associate goods of nine per cent
for cocoa, 16 per cent for coffee, 20 per
cent for bananas, 35 per cent for tea, 30
per cent for tobacco and 80 per cent for
sugar were found to be very substantial.

But morc alarming was the proposed
35 per cent duty on tea which was not
even produced in the Associate countries
and it was meant to divert consumption in
favour of coffee. Moreover, attempts

were also made to divert trade away from,,

the Arabica coffee to robusta coffee and
from flue-cured to air-cooled tobacco
and about $1000 mn of trade was in-
volved. The third countries would be
reduced to the position of residual sup-
pliers and would bear the brunt of falling
demand as such.

The Six did not consider themselves
bound in any way by the conclusions
drawn in these studies; moreover such
trade-diversion effects are inherent in
such forms of integration and were not
peculiar to this case only.’s The GATT
also, in authorising a straight-forward
exception from the Most-Favoured-Nation
clause for customs unions, had implicitly

accepted the consequences. <

The Six attacked the working party for
ignoring traditional factors in trade-
direction; the probable increase in con-
sumption in the Community and increase
in consumption in rest of the world and
they dubbed the pessimistic outlook as
unrealistic. The majority view was that
the methods of analysis adopted have
been appropriate and the overall picture
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of the effects on trade that emerged, will
not be altercd by further analysis.

The Six were not prepared to harm any
part of the Treaty of Rome in considera-
tion of third-country interests. The union
was GATT-conform and any harm could
be studied, when it actually happened.
There was nothing in GATT which obliged
one to act in anticipation of a hypotheti-
cal situation. The Ldcs’ aim was not
so much to get the Agreement of Associa-
tion declared illegal as per GATT rules,
but rather to force the EEC to create
some preferential possibilities for them
as they had done for the Association.
Another way out was to ask for the Asso-
ciation on similar conditions as the old
dependencics of the EEC and thie possi-
bility was also increased by the Yaounde
Convention.

sympathetic consideration

Mr G. Oldinin of Chile said, with
reference to Article XXII of the agree-
ment that “each contracting party shall
accord sympathetic consideration and
shall afford adequate opportunity for
consultations with respect to any matter
affecting operation of the agreement.
“The Article XXII should be invoked in
cases where some injury to outside coun-
tries was threatened.¢

Initially both the EEC and the Asso-
ciated countries regarded the convention
as.a model for others. The Associates,
under the existing convention, enjoy
duty-free entry for their exports of tropi-
cal goods and semi-manufactures and the
margin of preference on the processed
goods is small. They also suggested that
their exports of processed goods (sugar,
tobacco, rice) should be treated in the

same way as exports between the EEC
countries,

The EEC was ready to grant duty-free
entry to tropical goods but rejected the
demand on ‘internal taxes’ as non-nego-
tiable. The Germans and Dutch held that
the EEC should reduce its tariff on at
least three items: coffee, cocoa and palm
oil so that the exports of Brazil, Ghana,
Malaysia and Indonesia could benefit. But
France argued that the rise in exports to
the EEC has been slowest in case of ex-
ports from the Associates. Moreover
Germany also supported the move to
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abolish the reverse preferences, since the
main threat to Association is due to
American decision to discriminate against
the Ldcs’ granting reverse preferences.

Various studies focussed on the econo-
mic of discriminatory tariff reductions
but avoided the impact of alignment of
external tariff on two or more countries.
The commonsense notion under Article
24 was that so long as the CET
is no higher than the members’ tariffs
collectively, it could be said that the CET
is not restrictive. But once we adopt as
out chief measure of lawfulne s, whether
the creation of a union isa move towards
or away from free trade, a union involv-
ing rise in all the external duties may not
be a move towards free trade. The
direction of movement depends on
the combined effects of eliminating inter-
nal barriers and changing external
barriers. Just as we cannot be sure that
the elimination of trade-barriers between
member-countries improves allocation of
world resources, so also we cannot be
certain of the effects that increasing or
decreasing individual duty will have on
allocative efficiency.

divergences in prices

Hence given a world economy filled
with tariffs, restrictions, subsidies causing
divergences between prices to consumers
and costs to producers, it is not neces-
sarily true that reduction of any indivi-
dual tariffs (reduction of these divergen-
ces) will actually improve allocation of
world resources.!” When we deal not with
one duty but with a range of duties of a
group of countries, it is just possible that
some reduction of external tariffs as a
whole may lead to improvement in
resource-allocation, The Article 24 test
of ‘higher or more restrictive’ may con-
tain a large element of wisdom.

It was also suggested that in Arti-
cle 24, the compensation arrangements,
based on the notion of tariff-bindings,
have a definite bias, as they require a
union to grants compensations for injuries
10 third countries due to CET, butnot
for economically similar injuries arising
from any discriminatory elimination of
internal tariffs.

The flat prohibition of preferential
arrangements under Article 24 becomes
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sufficiently suspect as ‘‘a tariff-reduc-
tion inherent in  the preferential
arrangement might be as that produced
by the customs union. Moreover, since
a preferential arrangement, by definition,
results in less discrimination against non-
members than 2 customs union, the
justification for prescribing such arrange-
ments absolutely is not clear.”’’8

It is rather strange to say, as Article 24
does, that discrimination is forbidden,
unless it is 100 per cent effective. The
favourable production effects of anyf
‘additional’ units of trade created bet-
ween members of a free-trade area are
likely to be great when tariffs are high, as
during the first percentage reductions,
than when tariffs are low. but a good
portion of benefits to the world as a
whole from a given free-tradc-area could
be achieved by preferential arrangement
among some members as well

vast difference

Hence, there is a vast difference between
an arrangement in which, say all tariffs
on inter-member trade are reduced by 80
per cent and one in which tariffs on &0
per cent of inter-member trade are totally
climinated —the resource allocative effects |
will be greater in the former case, as the
early reductions tend to be more helpful.
The members of preferential arrangement
are most likely to exclude from its scope
the industries where the elimination of
inter-member tariffs might have most
favourable production effects.

Various studies also pointed out that
the GATT treatment may have had
some adverse effects on the allocation of
resources, as it requires complete elimina-
tion of tariffs on “substantially all”
commodities, but prescribes the agree-
ments to reduce all tariffs say by 80
per cent; Article 24 may encourage
precisely these deviations from perfect
free-trade-area model that minimises
favourable allocation effects.

Hence Article 24 has been effective in
channelling the post-war regional group-
ing in the GATT-conforming mould. It
should also be said that GATT’s record
1s not very comforting and only one out
of a dozen regional agreements that came
before GATT complied with Article 24—
the recent UK-Ireland free-trade-area.
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While the European Coal and Steel Com-
munity could not qualify even for special
waiver and got general waiver under
Article 25:5, the New Zealand-Australia
free-trade-area provided for liberalisa-
tion of even a smaller percentage of inter-
member trade.

The hope of the drafters was thata
detailed set of rules could be evolved to
supervise all sorts of regional arrange-
ments but they mistook the concept of

v?a legal institution as largely a set of

substantive prohibitions. The customs
union in western Furope comprises in-
dustrially very developed countries and
later experience showed these schemes
were more powerful than the GATT.
Even if an attempt had been made to
block the drive towards regionalism in
Europe, the GATT itself probably would
have been destroyed,'

Some new procedures were introduced
in the GATT later: a product-by-product
review of the EEC Association arrange-
ment and annual review of the interim
agreement for South African-Rhodesian
union. The available evidence over the
years also underlined some serious diffi-
culties in assessing these regional schemes.

{rade creation

While it is rather difficult to amend |

Article 24 for the benefit of the developing
countries, with a view to making para 4
of Article 24 more useful, it is necessary
to initiate some serious studies of ‘trade-
creation’ and ‘trade-diversion’ in these
regional arrangements. It is true that the
formation of economic blocs in the form
of customs unjons and free-trade-areas,
in which the GATT members are part-
ners, has led to a serious limitation of the
application of the Most-Favoured-Nation
principle. The countries combined in such
associations are still expected to apply
the principle of equal treatment in their
ﬁlc‘alings with non-members.

Theoretically we can imagine a world
trading system, built up by a number of
customs unions, granting each other
Most-Favoured-Nation treatment in the
same way as the individual countries are
doing at present. There would be no
discrimination between different group-
ings but as long as the present inequali-

BASTERN ECONOMIST

ties exist, this could not solve the Ldc’s
problems.*

The most important thing to be stressed
here is the change which has taken
place in the world economy during the
two decades of GATT’s existence. While
the GATT recognised the desirability of
increasing freedom of trade by develop-
ment, through voluntary agreements, of
close integration between economies of
members, the GATT does not make
such integration its aim. GATT prefers
explicitly ~ “substantial  reduction of
tariffs and elimination of discriminatory
treatment in international commerce.”

universalist approach

Moreover even if GATT preferred the
universalist approach of partial tariff-
reductions on world-wide basis, to pre-
ferencc areas of unions, it was not
silent on the latter.  Its complete freeze
of ‘preference’ areas was based on the
case that they, unlike customs union or
free-trade-area, can pick and choose
between trade-creating and diverting

effects and this was a significant limita- .

tion on the development of regionalism.
The fact that the preference areas in
existence at the time of creation of the
Agreement are withering away, shows
that the freeze has been operative.*

In the present context, Prof Meade’s
formulation is most relevant that “the
best principle for reduction of trade
barriers is an all-embracing agreement,
covering all the countries and all products,
to reduce duties on a non-discriminatory
basis, below some given ceiling-level.
In any such arrangement, it would be
the highest duties, which would be re-
duced (thereby ensuring the largest pos-
sible gains from each unit of primary
trade creation) and they would be reduc-
ed 01 a non-discriminatory basis (thereby
ensuring that the minimum amount of
trade diversion resulted from them).?

Hence customs-unions and free-trade
areas had to be accepted simply for
traditional reasons.  As some countries
had always reserved for themselves this
exception to the Most-Favoured-Nation
clause and saw no reason to change this
practice in 1947, <‘they only confined
themselves to reasonably defined form
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of regional integration and to fairly
strict rules on its formation. Thus the
contracting parties envisaged reducing
any damaging effects economic regiona-
lism might have to a minimum”.?
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TRADE_
"WINDS

Joint Ventures Abroad
THE UNION government has
decided to effect an important
change in the present policy
governing establishment of
joint ventures abroad. It will
permit Indian promoters to
contribute part of their sharte
capital in cash, it is learnt.
Hitherto, the promotion com-
panies had to contribute
their share of capital in such
projects only in the form of
machinery and equipment.
This relaxation, which is ex-
pected to go a long way in im-
proving the viability of joint
ventures, will, however, be
applied in a selective manner.
Each case will be treated on
its merits before the govern-
ment gives a green signal to
the Indian party to invest part
of its shareholding in cash.
The selective approach is
being adopted because the
government is keen to ensure
that the original purpose of
encouraging the export of
Indian machinery and equip-
ment is not unduly impaired.
At the same time, it is anxi-
ous to see that such projects
operate oOn an appropriate
capital base.

Rupee-Rouble Rate
The USSR State Bank has
. raised the value of the rouble in
relation to the Indian rupee after
more than a year of stable rate
of exchange. As against 8.50
roubles to Rs 100, in force
since November 1975, the new
rate effective from January is
8.22 roubles. According to
the Soviet sources the change
follows trends in world mone-
tary market and conforms to
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the decision announced in
India in December to depre-
ciate the value of the rupee in
relation to the British pound
sterling by 3.3 per cent.  To
avoid sharp fluctuations in ex-
change rates from harming
their growing economic ties,
the two countries had initiated
talks for a stable bilateral
arrangement.

Consultancy Services
for Smal! Units

With a view to keeping
small industrialists abreast of
the latest advances in indust-
rial  technology, the Small
Industries Development Qrga-
nisation  in  the ministry
of Industry had announced a
scheme for providing subsidised
consultancy services,  This
scheme has since been revised
and liberalised to make it
more effective.  The Small
Industries Service Institutes
have drawn up panels of ex-
perts and consultants from
every branch of technology,
consisting of reputed engineers,
technologists, scientists, mana-
gement specialists, etc., with
the approval of the Develop-
ment Commissioner of Small-
Scale Industries. Experts
from technical institutions,
professional bodies and spe-
cialised agencies, such as the
National Productivity Council
and the Indian Institute of
Management, can be included
in the panels of consultants.

The services of the experts
and consultancy firms included
in the panel can be used for
consultancy by small-scale
industrialists in technical, eco-
nomic and managerial fields.

The Small Industries Service
Institutes will also be able to
use their services for their own
programmes like promotion of
ancillary industries in selected
public undertakings, in-plant
studies and workshops for
modernisation, product design
and process development, eto,
Small-scale industrialists should
contact their respective SISI
to avail of the services of
the consultants. A private
consultant will, when engaged,
be paid a fee ranging from
Rs 50 to Rs 100 per day in
addition to T.A. and D.A. In
the backward areas, the entire
amount of consultancy fee,
T.A. and D.A. etc., payable
to the private consultants will
be borne by the Small Indust-
ries Service Institute concern-
el. The consultancy fee pay-
able to the consultants by the
units located in the other
areas will be subsidised to the
extent of 25 per cent. The
remaining 75 per cent will be
borne by the units themselves,
However, in these areas, 75
per cent of the T.A. and D.A,
payable to the consultants
will be subsidized by the SISI.

Meghalaya Outlay

The outlay tor the annual
plan 1977-78 of Meghalaya
will be of the order of Rs 24.46
crores. This was finalised
recently at a meeting between
the deputy chairman, Plan-
ning Commission, Mr P.N.
Haksar and the state chief
minister, Capt. W.A. Sangma.
The minister of state for
Planning, Mr Sankar Ghose
Mr B. Sivaraman, member,
Planning Commission and the
Revenue minister of Magha-
laya, Mr Moham Singh also
participated in the discussions.
The fifth Plan outlay for
Meghalaya is Rs 89.53 crores.
The actual expenditure during
1974-75 is Rs 11.65 crores, and
during 1975-76 Rs 17.27 cror-
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es. The approved outlay for
1976-77 is Rs 20.22 crores, and
that for the two terminal years
of the fifth Plan 1977.79 is
Rs 40.22 crores. The salient
feature of the state Plan is that
the Kyrdemkulai (2 x 30 MW)
power project has been fully
funded for an accelerated
completion during the fifth
Plan itself. The outlay also
adequately covers the total
needs of projects in priotfty
sectors as well as important
special sectors such as com-
munications, water supply,
education and development
of minerals.

Evaluation of
Technology

The unjon government has
set up a high-level committee
to evaluate imported and in-
digenous  technologics with
accent on the cost-benefit
factor and their suitability in
local conditions. This was
stated recently by Brigadier
B.J. Shahaney, director gén -
ral of technical developmeht
and secretary in the union In-
dustry ministry while inaugu-
rating a seminar on ‘self-
reliance  in technology in
chemical industry’ organised
by the Indian Chemical Manu-
facturers Association.

The committee of which
Brigadier Shahaney is the
chairman is trying to draw up
a checklist of technology pack-
age in association with R and
D establishments and industry
organisations. The package
would comprise five elements
of know-how in respect of
process, design, engineer#ag,
manufacturing and application.
There could be a sixth ele-
ment, namely, management
in respect of specific techno-
logies.

Brigadier Shahaney  felt
that the acceptance of the
package would facilitate
smooth transfer of technolo-
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gies and their application in
the production. In the long
rup, reduction in gestation
period and costs would be
possible. An exercise 10 identi-
fy technological needs and
gaps on a 10 to 15 year pers-
pective basis vis-a-vis the
chemical industry has been
initiated and DGTD, on its
part, was trying to orgamise
an information and data bank.

Andhra Pradesh Plan

The outlay for the annual
Plan of Andhra Pradesh for
1977-78 will be of the order
of Rs 365.75 crores.  This
will be Rs 97.90 crores more
than the current year's’ Plan
outlay of Rs 267.85 crores.
This constitutes an increase of
36.5 per cent over the current
year’s Plan outlay. The 1977-
78 Plan outlay was finalised
recently at a meeting between
the Planning Commission and
the Andhra Pradesh chief
minister, Mr J. Vengal Rao.
Besides the deputy chairman
of the Planning Commission,
Mr P.N. Haksar, Mr Sankar
Ghose, minister of state for
Planning, Mr B. Sivaraman,
member, Planning Commission,
and the Finance minister of
Andhra Pradesh, Mr P. Ranga
Reddy also participated in
the discussions.

The fifth Plan outlay for
Andhra Pradesh is of the order
of Rs 1333.58 crores. The
actual expenditure  during
1974-75 was Rs 148.86 crores
and during 1975-76 Rs 211.64
crores. The approved outlay
for the two terminal years of
%e fifth Plan 1977-79 is of
the order of Rs 674.12 crores.

Export Duty on
Cardamom

Having regard to the prices
of cardamom in the interna-
tional markets, the central
government have decided to
levy an export duty of Rs 50
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per kilogram on cardamom
with effect from January 12,
1977. However, the variety
of cardamom known by the
botanical name ‘Amomum
Subulatum’, which is gene-
rally grown in Sikkim and
Darjeeling areas and which is
relatively low-priced has been

exempted from the whole of
the export duty.

Silk Exports

The Silk Association of India
has drawn the attention of the
Commerce ministry to the near
total failure of the tasar crop
in the producing states of

Madhya Pradesh, Bihar and
Orissa which will have a disas-
trous effect on tasar exports
and has asked for immediate
short-term and long-term re-
liefs to combat the situation.
In a memorandum submitted
to Commerce minister, Prof
D.P. Chattopadhyaya, by its
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president, Mr Mihir Sen, the
association has pleaded for
the immediate enhancement of
the cash assistance from the
present 10 per cent to 35 per
cent, making it retroactive
from October 1, 1976. Asa
long-term measurc, the asso-
ciation has asked for the crea-
tion of a sericulturc wing
either in the Commerce minis-
try or in the Central Silk
Board to develop sericulture
which, the association pointed
out, was an importantemployer
in the country.

Hindustan Copper
Hindustan Copper produced
2,408 tonnes of copper wire
bar in December 1976 as
compared with 1,659 tonnes
produced in December of the
previour year, a 45 per cent
increase. Cumulative produc-
tion during April to December
1976 of 14,289 tonnes of cop-
per wirc bar also registered a
similar 45 per cent increase in
comparison with 9,848 tonnes
produced in April to December
1975. During December 1976,
again, 1,903 tonnes of copper
cathodes were produced as
against 1,700 tonnes  of
cathodes in December 1975,
The Indian Copper Complex
at Ghatsila produced 4.19 kg
of gold during the month.
Following are some of the pro-
duction figures for the two
main units of HCL.
Indian Copner Complex,
Chatsiia
(metric tonnes)

Product April/ April/
Dec. Dec.
197677 1975.76
Ore milled 900,975 796,943
Blister cop-
per 11,300 9,044
Cathodes 8,372 8,127
Wire bar 7,537 7,382
Kyanite 20,130 22,948

(ICC produced 56 kg of sil-
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ver during December 1976
taking the cumulative produc-
tion during the year to 530

ko)
Khetri Copper Complex
Rajasthan
(metric tonnes)
Product April/ April/
Dec. Dec.
1976-717 1975-76
Ore milled 789,598 618,669
Blister cop-
per 4,288 5,736
Cathodes 7,327 5,108
Wire bar 6,752 2,466
{(Ore  production at the
Khetri Copper Complex was a
record 111,046 tonanes. The

previous highest was 89,626
tonnes of ore produced in July,
1976.)

Export of Steel Tubes
and Pipes

India’s total export trade of
iron or steel tubes and pipes
was as much as Rs 27.67 crores
in 1975-76. Cast iron tubes
and pipes alone fetched Rs 3.52
crores. Of these, the sale of
rainwater pipes which netted
Rs 73.7 lakhs was divided
mainly between Saudi Arabia
and Dubai and soil pipes
secured Rs 2.38 crores million,
principally from  Singapore
(Rs 91.2 lakhs), USA (Rs 24
lakhs), Kenya (Rs 18.4 lakhs),
Kuwait (Rs 13 lakhs), Dubai
(Rs 11.2 lakhs), Saudi Arabia
(Rs 12 lakhs) and Hongkong
(Rs 10 lakhs). Other varieties
of cast iron pipes and tubes
brought in Rs 4 million. In
addition to CI pipes and tubes,
galvanised and non-galvanised
varieties secured an  export
value of Rs 5.8 crores and
Rs 2.69 crores respectively.
Saudi Arabia, Iraq and Iran
were the leading customers for
the galvanised (non-CI) tubes
and pipes, while Irag, Saudi
Arabia, Dubai and Australia

were the best buyers of non-CI
and non-galvanised pipes and
tubes. Recently a Calcutta-
based firm has secured a subs-

tantial order for cast iron spun-

pipes from the Public Works
Department  of  Malayasia
against stifl international com-
petition. The order compriscs
different sizes, the value total-
ling Rs  1.87 million approxi-
mately. The goods are sche-
duled to be delivered by the
end of 1977. The pipes are to
be used mostly for water
supply but also sewerage pur-
poses.

Regional Rural Banks

The government has decided
to increase the number of
regional rural banks from 50
to 60. Of the 50 regional rural
bartks which were to be sct up
by the end of the current
financial year, 40 have already
been established all over the
country. Ten more banks for
which sites have already been
selected are being set up in the
next two months. -

The government has decided
to increase the number of
regional rural banks to ensure
availability of credit to the
weaker scctions of the commu-
nity comprising small and mar-
ginal farmers, rural artisans
and craftsmen and others with
small means in rural areas
which were not adegquately
being served by the commer-
cial banking system and the
cooperatives,

The data available for 33
regional rural banks shows
that upto the end of November
1976 these banks had opened
372 branches, mobilised depo-
sits amounting to Rs 4.65
crores involving 131,238 depo-
sit accounts. They had ad-
vanced Rs 6.11 crores involy-
ing 77,400 borrowal accounts.
The borrowal accounts = of
small and marginal farmers
and agricultural  labourers
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number 54,062 involving credit
disbursement of Rs 3.70 crores.

The number of borrowal
accounts for rural artisans and
others was 23338 iavolving
credit disbursement of Rs 1.56
crores. The balance amount
was disbursed to farmers
through cooperative societies
and for setting up of Agro-
Service Centres.

IMF to Return Gold
Reserves ki

The International Monctary
Fund (IMF) has started return-
ing 6.25 million ounces of gold
to its members, but still has
to work out who gets the
Chindse share. The gold is
part of the original subscrip-
tions to the IMF when it was
formed in 1945 before the
Communists came to power in
China. Taiwan has held the
China seat on the IMF board
for years and Is regarded as a
member in good standing.
Peking has made no claim to
replace Taiwan on the board
and informed sources said that’
the board might send a lettet'
to Peking asking it to clarify
its IMF position,

Gold is being sold back to
members at about $42.22 an
ounce which is stiil the official
price of gold although the
free market price is now about
$133 an ounce,

MICO Exports

Exports of Motor Industries
Co Ltd (MICO) reached a
record level of 11.66 crores in
1976, an increase of more than
30 per cent over the 1975
figures. A major part of

MICQ’s exports went to Wess"
Germany, and also to France,

Italy, Spain, Brazil, Argentina
and the USSR. There has been
a steady improvement in
MICO’s exports to Sri Lanka,
Thailand, Philippines, Singa-
pore, Malaysia and Bangladesh.
There has been a major break-
through in the export of spark
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plugs to the USSR. Starting
with an export of 570,000 spark
plugs in 1974, MICO exported
more than 3.5 million spark
plugs to the USSR in 1976,
In recognition of its outstand-
ing export achievement, the
company has been honoured
by the All-India Automobile
and Ancillary Industries Asso-
ciation, the Engineering Export
Promotion Council, the union
Ministry of Commerce, the
Indo-German  Chamber of
Commerce, and the Karnataka
State Export Promotion Advi-
sory Board.

Progress in Power

Three new records were
established in the country
in the power sector during
December 1976, With  the
commissioning of 130 MW
third unit of the Idikki hydro-
electric project in Kerala, the
total generating  capacity
added so far in the fifth Plan
reached the figure of 4,300
MW, as against 4,200 MW
cepacity installed during the
entire period of the fourth Plan.
The highest daily power gene-
ration of 265.12 million units
was achieved on December 30.

The thermal power plants in
the country established 2 new
dajly generation record of
165.58 million units on Decem-
ber 31. The total power gene-
rated during December was
7766 million units. Of this
thermal power accountedjfor
4747 million units, hydel for
2743 million units and nuclear
for 276 million units. The
total power generation last
manth was higher by 453
miffion units compared to the
same period a year earlier.

Himachal Pradesh, Haryana,
Rajasthan, Delhi, Chandigarh,
Gujarat, Andhra Pradesh,
Kerala and Bihar were free
from any power restrictions
during the last month. In Uttar
Pradesh, Jammu and Kashmir
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and Punjab, therc were some
peak-load hours restrictions.
During the month under
review, Guijarat exported 48
million units of power to
Maharashtra, Kerala 86 million
units to Tamil Nadu and Tamil
Nadu supplied 47 million units
to Karnataka.

Award for Gujarat
Steel Tubes

Gujarat Steel Tubes Limited,
Ahmedabad, reputed and well-
known manufacturers of steel
pipes and tubes are the
recipients of the Gold Mercury
International  Award which
included a trophy and a certi-
ficate. . This was received in
person by Mr Apoorva Shah,
managing director of the
firm at the award giving cere-
mony in Tehran. Jt is for the
first time this unique honour
has come to India and toa
steel pipes and tubes manufac-
turing firm. The company’s
working performance for the
period April to December
1976 has been very satisfact-
ory export figures have reached
a new high and 70 per cent
of the value of sales in
the current year accounts for
export of the company’s pro-
ducts.

Mineral Production
The total value of mineral
production in India increased
to Rs 92 crores in October,
1976 from Rs 91 crores in
September 1976, according to
the Indian Bureau of Mines.
This excludes the value of
atomic minerals and ‘minor-
minerals’. During the month
of October, 1976, mineral
fuels accounted for Rs 71.6
crores or 78 per cent of the
total value of mineral produc-
tion. Metallic minerals at
Rs 12.4 crores formed 13 per
cent followed by non-metallic
minerals: with Rs 8.1 crores ot
nine per cent. Iron ore ac?ount-
ing for Rs 6.3 crores continued-

to be the most important con-
stituent of the metallic group.
Copper ore and gold accounted
for Rs 1.6 crores and 95 lakhs
respectively, Among the non-
metallic minerals limestone
contributed Rs 3.29 crores and
phosphorite Rs 2.68 crores
during the month. Among the
mineral fuels, the output of
crude petroleum increased to
728,000 tonnes during the
month {rom 634,000 tonncs in
September of the same year.
The production of coal, how-
ever, declined slightly to7.3
million tonnes in October, 1976
from 7.6 million tonnes in the
previows month,

Import of Edible Qils

The government has decided
to allow under free licensing
import of edible oils and oil-
seeds for the production of
thesc oils to relieve domestic
shortages. These imports are
meant only for direct human
consumption. They cannot be
used by the vanaspati industry
or for any other purpose such
as soap manufacture. The
allotment of imported edible
o1l 1o the vanaspati industry is
being increased to maximise
production of vanaspati and
reduce the utitisation of indi-
genous oil. Compulsory use
of indigenous edible oils by the
vanaspati units will be reduced
to 10 per cent. Thirty per cent
of their consumption has to
be cottonseed oil. The free
imports will cover groundnut
oil and groundnuts, sunflower
seeds and oil, soyabeans and
oil, coconut oil and copra,
rapeseeds and oil and palm
oil. The state governments
have also been advised not to
impose aay restriction, formal
or informal, on inter-state
movement of edible oils and
oilseeds. They have been
asked to take stringent mea-
sures against hoarders and
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those who indulge in unethical
practice.

Separatc arrangements have
been made for import of suffi-
cient quantities of edible oils
for issue to the vanaspati units.
The vanaspati units are also
being encouraged to use more
of oils such us maize oil, sun-
flower oil, within the 10 per
cent stipulation. To meet the
full anticipated requirements of
the vapaspati industry, the
State Trading Corporation has
already made arrangements
for importing and storing edible
oils.  The railways have taken
special steps to move imported
oils from the ports to the facto-
ries in the northern region on
a priority basis.  Stocks of
imported rapeseed oil and
sayabean oil with the STC are
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being issued for direct consump-
tion to the consumers through
state  government agencies.
Till the middle of December,
STC had contracted for the
import of 191,000 tonnes of
soyabean oil, 26,000 tonnes of
rapeseed oil and 26,000 tonnes
of palm oil. Another 10,000
tonnes of groundnut oil is to
be imported from Sudan. It
is proposed to import three to
four lakh tonnes of edible oils
this year. There is a plan to
import a further quantity of
288,000 tonnes next year.

Indian Banking

A monthly journal on bank-
ing, Indian Banking Today and
Tomorrow, was released recent-
ly by Mr K.R. Puri, Governor,
Reserve Bank of India. The
journal covers various aspects
of this important industry
which has assumed increased
importance in recent years. The
traditional concept of banks
and financial institutions as a

mere source of credit has
changed and has become an
instrument of social economic
change. In this context increas-
ed discussion in such journals
is likely to prove useful to
those dealing with banking.

Bonus Rules
Liberalised

The government has libera-
lised the provision in the
Bonus Act regarding liability
for payment of minimum
bonus. Companies which
make a net profit as per
their profit and loss account
but do not have an allocable
surplus would have to pay
bonus at a flat of Rs 100 per
employee for the accounting
year commencing in 1976,
The union minister, Mr K.V,
Raghunatha Reddy, who made
this announcement recently
stated that the liberalisation
of the provision would benefit
a few lakh workers. He said
that in the case of bonus dis-

putes pending adjudication,
the government had decided
to empower tribunals to go
not only into the accuracy of
the accounts furnished by
employers, but also into the
propriety of the various items
in the balance sheet and profit
and loss account. Mr Reddy
said the government *is of the
view that increasing emphasis
should be given to agreements
for payment of bonus based
on production and producti-
vity.

Names in the News

Mr D.C. Gami, till recently
Technical Director of Gujarat
State Fertilizers Company, has
been appointed by the govern-
ment of Gujarat as the com-
pany’s new Managing Director
with effect from January 8,
1977. Mr Gamij has a wide ex-
perience in the filed of chemi-
cal engineering and possesses
intimate knowledge about the
management of the company.

He has been associated with
GSFC since 1964.

Mr M. Sivagnanam, LA.S.
till recently Secretary, Gujarat
State’s Home Department, has
been appointed by the state
government as  Managing
Director of Gujarat Narmada
Valley Fertilizers Company
Limited. The Rs 225 crores
fertilizer project to be set up
near Broach has been jointly
sponsored by the Gujara§
government and  Gujarat
State Fertilizers Company Ltd.
It will have the largest
urea plant in the world,
which would produce 1800
tons of urea per day. Mr
Sivagnanam  was associated
with Industrial Management
of the State as Chairman of
Gujarat Mineral Development
Corporation, Gujrat  State
Construction Corporation,
Vice-Chairman of Gujarat In-
dustrial Development Corpo-
ration and  Vice-Chairman,
Small Industries Corporation.
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TOMCO

Tue turnover of Tata Oil
Mills Company during the first
hRIf of the current year was
lower at Rs 34.33 crores as
compared to Rs 38.48 crores in
the same pecriod of the last
year. The lower turnover is
attributed to reduced prices of
its products during 1976. The
turnover in the sccond half of
the current year is expected to
be higher than in the first half.

The gross profit in the first
six months of thé current year
amounted to Rs 1.39 crores as
compared to Rs 1.32 crores in
the similar period of last year.
Qut of the gross profit a sum
of Rs 50 lakhs was appropriat-
~d to depreciation reserve as
against Rs 53 lakhs while the
allotment for taxation was
larger by Rs 3 lakhs to Rs 52
lakhs. The net profit after these
allocations was still higher by
Rs 7 lakhs to Rs 37 lakhs.

Jain Tube

Jain Tube has suffered a
severe setback in its working
during the year ended July 31,
1976, sales, production and
profit all being significantly
lower than in 1974-75. Sales
dropped from Rs 20. 13 crores
to Rs 15.36 crores while pro-
duction fell from 44,483
tonnes to 38,764 tonnes. The
profit declined from Rs 149.98
lakhs to Rs 38.79 lakhs. The
equity dividend has been re-
duced from 18 per cent to 10
per cent.

The poor working results
attributed to the demand
recession in the industry, with-
drawal of cash incentive sche-
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me for exports for a partof
the year, high raw material
costs and low realisations.
However, with a pickup in the
construction activity, reintro-
duction of cash subsidy for
export and an increase in thf:
floor prices, the company 1S
expected to farewell during the
current year.

. The company has a plan for
the installation of another fast
tube mill for the manufacture
of 1/2"—3/4" pipe. A scheme
for modernising the existing
plant has also been prepared.
Besides, the company is entet-
ing the mineral field.

Perfect Circla Victor
Perfect Circle Victor has
reported highly encouraging
working results during the year
ended August 31, 1976. The
board of directors have decid-
ed to maintain the equity
dividend at 15 per cent on the
enlarged capital. Sales during
the year recorded a smart rise
to Rs 2.76 crores from Rs 2.53
crores while gross profit too
advanced brickly to Rs 47.26
lakhs from Rs 39.27 lakhs in
1974-75. Out of the gross
profit, the directors have allo-
cated a sum of Rs 10.82 lakhs
to depreciation reserve as
against Rs 1.71 lakhs in the
earlier year while interest
charges claimed Rs 19.71 laI(l.lS
as against Rs 8.29 lakhs in
1974-75. No allocation had
been made for taxation as
against Rs 19 lakhs provic?cfi
previously. The proposed divi-
dend will absorb Rs 8.20 lakh.s,
Rs 4.65 lakhs more than in

1974-75.
The company commenced
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production of piston rings in
January 1976. Its piston rings
facility is geared to manu-
facture 18 million rings per
annum and after adding balanc-
ing equipments, it could be
raised to 30 million rings a
year,

Meanwhile the company has
achieved a higher turnover by
about six per cent in the first
five months of the current year
as compared with the same
period of last year.

Consolidated Coffee

While addressing the annual
general meeting of Consolidat-
ed Coffee Ltd the chairman
Mr M.A. Sreenivasan referred
to the frost in Brazil—the
world’s largest coffee producer
—and said that the damage was
$0 vast so as to cause a world
shortage and sent the inter-
national market price soaring
sky high. The central govern-
ment was quick enough to raise
the export duty on coffee from
Rs 500 to Rs 3000 per tonnc
in the carly part of last year
and within a matter of months
the duty was stepped up
steeply to Rs 13,000 per tonne
and with retroactive effect on
the coffee awaiting shipment.
Representations have  been
made to the government by the
planters’ associations to allow
the industry to retain a larger
share of the benefit while it
lasts and it is hoped that the
efforts will Jyield positive
results.

Meanwhile the Karnataka
government has enhanced the
tax on plantations from 60 per
cent to 65 per cent. The in-
dustry was all along living in
the hope of a relief from the
burden of taxation but instead
it had been saddled, the chair-
man said, with an excessive
and inordinate rate of tax of
65 per cent. The chairman
also referred to the plight of
a shareholder having 500

shares in the company, which
to all intents and purposes
amount to ownership of nine-
tenths of a hectare or say
about a hectare of coffee, in
sharp contrast to a small
grower having ten hectares of

coffee. On the income from
one hectare of coffee, the
shareholder, the chairman

said, is subjected to a tax of
65 per cent, apart from liability
to central taxation of the divi-
dend while the small grower is
taxed at below eight per cent
on his income from ten hec-
tares. In other words the
owner of 500 shares, represen-
ting ownership of less than one
hectare, the chairman empha-
sised, is subjected to a rate of
taxation that is eight times the
rate paid by the owner of ten
hectares.

Gammon India

Gammon India is actively
engaged in expanding and
deversifying its business and
developing an optimum busi-
ness mix. A fully established
fertiliser plant situated at
Belagula in Karnataka equip-
ped to manufacture sulphuric
acid, superphosphate and am-
monia acquired by the com-
pany in August 1975 has been
reactivated.  Capital cxpendi-
ture of Rs 16.55 lakhs has been
incurred on this plant, which
is scheduled to start com-
mercial production in the first
quarter of 1977. A scheme
for the development of the
unit for the manufacture of
certain types of chemical in-
termediates for industry is
under study.

The project for the manu-
facture of methanol and nitric
acid has been dropzed as cri-
tical investigations revealed
that the production capacity
licenced would not be econo-
mically viable particularly with
coal as feed stock. The letter
of intent has been surrendered.
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A joint venture company has
been proposed in association
with Gammon Eastern Union
Ltd of Hong Kong to under-
take constructions and service
contracts in west Asian coun-
tries and elsewhere. The sub-
sidiary companies have also
reported satisfactory results.

Deepak Nitrite

The Directors of Deepak
Nitrite Ltd, subject to the
usual government approval,
have recommended a higher
issue of bonus shares in the
proportion of four shares for
every five shares held. A sum
of Rs 36 lakhs is proposed to
be capitalised for the purpose.
It should be recalled that the
company had earlier announ-
ced a bonus issue of three
shares for five shares. Then
the board reviewed the matter
on ruling by the Controller of
Capital Issues that the said
proposal did not satisfy the
bonus guidelines.

The company proposes to
manufacture  hexamethylene-
tetramine and dinitrosopenta-
methylenc-tetramine  shortly.
It also expects to complete
the expansion of the present
nitric acid plants during the
current year and achieve full
licensed capacity.

Gujarat Steel Tubes
Working

There has been substantial
improvement in the working
and overall performance of
Gujarat Steel Tubes Ltd in the
first nine months of the current
year as compared with the
same period of the previous
year. The output in terms of
both tonnage and sales has
nearly doubled. The increase
is accounted for entirely by the
increase in export. While only
22 per cent of the value of sales
in the previous year was
accounted for by export, as
much as 70 per cent of the
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value of sales in the current
year is that of export.

The FOB export earnings of
the company over the period
under review have averaged
over a crore of rupees per
month, registering an increase
of nearly 5.7 times over those
of the corresponding period of
the previous year.

As is known already, the
government’s attitude towards
export has undergone a radical
change in the coursc of the
period under review, leading to

. the introduction of a series of

measures to promote cxports
on a war footing. This will
enable the steel tube industry
to increase its export earnings
by over 2-1/2 times in the
current year as compared with
those of the previous year.

The company proposes to
continue to lay emphasis on
export-oriented products. It is
fully geared to meet the
challenge of diversification of
its products which may be

necessary to achieve this goal
in the coming years. Expansion
plans are afoot to produce as
early as possible mechanical
and precision tubes, API line
pipes and ASTM pipes.

The progress of the com-
pany’s wholly-owned subsidiary
Necka Tubes Limited is steady
and as per schedule. Its
machinery division is being
worked all the three shifts and
its order books are full. The
stainless steel tubes division is
expected to start production
early in the next financial year.

Phoenix Mills

Phoenix Mills has decided to
sellits Ujjain unit. Thecompany
had purchased this unit known
as Deepchand Mills belonging
to the Binod Mills Co Ltd in
1974. This was profitable for
some time as the textile trade
was favourable during 1974, In
last two years the unit has
been incurring losses. It pro-
duces only coarse and medjum

varieties of grey fabrics and
its present installed machinery
does not permit diversification
to meet the present day highly
competitive needs of the
market.

National Instruments

National Instruments Limi-
ted, Calcutta, a public sector
undertaking under the ministry
of Industry, has emerged as &
profit making enterprise, mai§-
ly through  participative
management and excellent
management-labour relations.
During the current year, the
company successfully conclud-
ed foreign collaboration agree-
ments for three new products,
namely 35 mm cameras, scale
reading devices for the machine
tool industry and domestic
gas meters. As a premier
optical instruments manufac-
turing organisation in the
country, the company envisages
to invest over one crore rupees
in the three new schemes of

4

Leipzig Fair
German Democratic
Republic

13-20 March 1977

Leipzig Fair offers every visitor up-to-the minute information,
valuable contacts and first-class business opportunities.

Centrapisce of the display is the exhibition of high quality

products of the GDR.

In addition, the results of dynamic economic development in
the CMEA countrias make an important contribution to the Fair,

From all over the world, leading firms present peak
achievements in scientific and technical development,

A varisd programme of special events and wIde-ranqlﬁ
service facilities are at the disposal of every visitor,
Leipzig, the world trade metropalis,

waits to welcome you | :

Falr cards and further infarmation from:

Leipzig Fair Agency,

P.0.B. No. 1993, Bombay-1;

C-479, Defence Colony, New Delhi-24;

34-A, Brabourne Road, Calculla-1;

16, Moore Street, Madras-1;
or al the frontier posts of the GDR, ’
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which Rs 27 lakhs is for the
gas meters.

Under the agreement signed
on December 17, 1976, between
the company and M/s Metro-
nex, Poland, 20,000 domestic
gas meters are to be manufac-
tured per annum. It is expect-
ed that the project will go a
long way to improve the domes-
tic gas supply in Calcutta.
The ready availability of gas

eters is not only likely to con-
siderably improve the working of
the Oriental Gas Company at
Calcutta, but also will be a
major step towards arresting
atmospheric  pollution  in
Calcutta as well as in other
parts of the country.

News and Notes

The Monopolies and Res-
trictive Trade Practices Com-
mission has initiated proceed-
ings in respect of M/s
International General Electric
Company (India) Pvt Ltd of
Bombay and M/s Elpro Inter-

tional Limited of Bombay.

The respondents are engaged

in the manufacture and sale of
permanent/ferrite magnets. The
notice alleges that the respon-
dents have been indulgingin
price manipulation by varying
prices of different types of
Permanent magnets in different
proportions. Such a price
policy appears to distort com-
Petition. The commission has,
therefore, served notice on the
respondents to appear before
them regarding the trade prac-
tice alleged in the notice of
enquiry.

The commission has also
Started syo motu proceedings
in respect of M/s. Voltas Ltd
of Bombay. The respondent
is understood to have appoin-
ted a number of stockists for
marketing its pharmaceutical
and consumer products on the

terms and conditions contained -

in a standard form of agree-
ment, The said agreement is
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alleged to contain restrictive
trade practices such as area
allocation, full-line forcing,
requirement as.to deposit and
other restrictions on stockists.
The practices appear to relate
to restriction of competition
regarding which proceedings
have been initiated.

Jg Glass has almost doubled
the sales turnover during the
year ended June 30, 1976 as
compared to the performance
in the previous year. The
installation of the third 1S
machine was delayed and the
third machine was commission-
ed only in March 1976. Now
all the three machines arc in
operation and with the genera-
ting set under installation, the
power problem will cease to be
critical factor soon.

The demand for vials and
bottles in the country is grow-
ing by leaps and bounds and
hence be the company looks
forward to better and brighter
prospects in the years ahead.

A unique type of interna-
tional industrial cooperation

was ushered when the chair-
man of the Industrial Develop-
ment Bank of India, Mr Raghu
Raj, signed a Rs 2 crore credit
agreement recently with the
representatives of Tanzanian
small-scale industries. With
this line of credit, Tanzania
will be able to buy machinery
and equipment for its small
industries. The bulk of this
will come from the small units
in our country. The line of
credit which is available to
finance 90 per cent of the ship-
ments is repayable in six years
with an initial moratorium of
two years.

Bank of Baroda has been
awarded a prize for its stall at
the NAYE exhibition in Delhi
displaying the various schemes
for small borrowers/technicians
and the products manufactured
by them.

New Issues
Trackparts of India Ltd will
be shortly entering the capital
- market to raise Rs 42.82 lakhs,
all in equity shares of Rs 10
each. A sum of Rs 5 per share

will be payable on application
and the balance in call or calls.
The issue has been fully under-
written by banks and financial
institutions.

The company has taken over
the running concern of Track-
parts of India, Kanpur, which
is manufacturing crawler trac-
tor under-carriage parts. This
concern has earned a net pro-
fit of Rs 31 lakhs and paid a
dividend of 10 per cent for the
year ended June 30, 1976.

The company proposed to
set up a closed die steel forg-
ings plant at Panki, Kanpur.
Construction of the factory
building is in progress and the
whole of imported machinery
and the bulk of indigenous
machines have been ordered
and partly delivered at the site,
The plant is expected to com-
mence production by June
1978. Besides good export
potential, a significant part of
the production of steel forgings
will be utilised for the manu-
facture of crawler tractor
under-carriage parts.
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Merchaatile Credit Corpora-
tion proposes to issue shortly
4,85,000 equity shares of Rs 10
each and 200,000 (11 per cent)
cumulative redeemable pre-
ference shares of Rs 100 each
at par. Of this, 48 500 equity
shares have been reserved for
the company’s employees.
Promoted in November 1957
by Mr M.A. Chidaimbaram, the
company is engaged in provid-
ing finance for the purchase of
automobiles on hire purchase
basis. The proceeds of the
issue will be utilised for meet-
ing the financial requirements
for cxpanding its business
activities.

Considering the wider scope
for its operations consistent
with the growth cf road trans-
port industry, the directors feel
that the profits will be adequate
to declare a reasonable divi-
dend on the eunlarged capital.

New Registrations

One hundred and eighty-one
companies were registered in
the country under the Com-
panies Act, 1956, during
October 1976 as compared to
218 in the previous month., Of
these 181 companics, 180 were
limited by shares and one was
guarantee company. The total
authorised capital of the 180
companies limited by shares
amounted to Rs 925,26 crores.

Of the companies limited by
shares, five were government
companies, comprising four
private limited and one public
limited with an authorised
capital of Rs 900.4 crores and
Rs 1.0 crore respectively. The
other 175 were non-government
companics. Of the non-
government companies, 13 were
public limited and 162 were
private limited with an autho-
rised capital of Rs 17.34 crores
and Rs 6.52 crores respectively,

Among the government com-
panies, there were three giant-
sized steel companies. They
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were: Bhilai IspatLtd registered
in the state of Madhya Pra-
desh, Rourkela Ispat Ltd
registered in the state of Orissa
and Durgapur Mishra Ispat Ltd
registered in the state of West
Bengal.

Among the non-government
companies six companics were
large-sized ones. They were:
Mangalam Cement  Ltd,
Kanoria Wisconsin Centrifugal
Ltd, Cosmo Films Ltd, Union
Carbon Black Ltd, Paharpur
Corporation Ltd and Kumaon
Agro Chemical Industries Ltd.

The largest number of com-
panies registered during the
month viz. 16 felf under the
broad industrial group of
“processing and manufacture”,
The highest number of new
registrations viz., 53 were re-
ported from the state of
Maharashtra followed by West
Bengal and Delhi with 38 and
29 respectively.

Eight companies comprising
three public limited and five
private limited with a total
paid-up capital of Rs 35.81
lakhs were reported during
October 1976 to have ceased
functioning either by going
into liquidation or by being
struck off under section 560(5)
of the Companies Act, 1956.

Two companies each were
liquidated/struck off in Maha-
rashtra, Delhi and Kerala and
one each in Gujarat and West
Bengal. Among  industrial
groups the largest number of
companies liquidated or struck
off viz., four belonged to “Com-
merce (Trade and Finance)”,

Capital and Bonus
Issues

Consent has been accorded
to eight companies to raise
capital. The details were as
follows.

Sundaram Industries Limited
has been accorded consent,
valid for six months, to capi-
talise Rs 72,00,000 of Rs 100

each as bonus shares in the
ratio of 4 bonus shares for 10
equity shares held.

The Dinakusi Tea Company
Ltd, Calcutta has been accord-
ed consent, valid for 6 months,
to capitalise Rs 9,46,800 out
of its general reserve and
issue fully paid equity shares
of Rs 10 each as bonus shares
in the ratio of one bonus

share for each equity share
held. ’

The Indian Cardboard Indus-
tries Limited, Calcutta, has
been accorded consent, valid
for six months, to capitalise
Rs 201,000 out of its general
reserve and issue fully paid
equity shares of Rs 10 each as
bonus shares in the ratio of
one bonus share for each
equity share held.

Mercantile Credit and Cor-
poration Limited, Madras, has
been accorded consent, valid
for 18 months, to the issue of
further capital of Rs 82.50
lakhs, comprising of 625,000
equity shares of Rs 10 cach
and 200,000 preference shares

of Rs 10 each to be issued for
cash at par,

Francis Klein & Company
Limited, Calcutta, has been
accorded consent, valid for

six months, to capitalise
Rs 2,25,000 out of its general
reserve and issue fully paid
equity shares of Rs 100 each
as bonus shares in the ratio of
three bonus shares for 10 equity
shares held.

Banswara Syntex Limited,
Jaipur (Rajasthan), has com-
municated to government of
its proposal to issue capital
under clause (5) of the Capital
Issues (Exemption) Order, 1989,
for Rs 122 lakhs, equity shares
of Rs 10 each, to be utilised to
meet a part of the project to be
set up at Banswara, Rajasthan.

Messrs Kabini Papers Limi-
ted, Bangalore, hus communi-
cated to the government of
its proposal to issue capital
under Clause (5) of the Capi-
tal Issues (Exemption) Order,
1969 for Rs 2,086,970, cquity
shares of Rs 10 cach, to meet
part finance for their kraft
paper project being set up at
Nanjangud (Mysore).

Messrs Jyoti Limited, Baroda,
has been accorded consezgt,
valid for six months, to capi-
talise Rs 5 million out of its
general reserve and issue fully
paid equity shares of Rs 100
each as bonus shares in the
ratio of one bonus share for
two cquity shares held.

Dividend

Name of the
company

Year ended” Equity dividend

Higher Dividend
Simpson & Co
Same Dividend
Perfect Circle Victor
Suri and Nayar
Parshuram Pottery
Madura Sugars

Reduced Dividend
Jain Tube

declared for

Current Previous

year year
May 31, 1976 140  Nél
Aug 31, 1976 15s.0* 150
July 31, 1976 9.5 9.5
July 31, 1976 9.0 9.0
Sept 30, 1976 Nil Nil
July 31, 1976 100 180

*On the enlarged capital.
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Incentives for textile

industry

THE GOVERNMENT has taken a
number of major decisions to
revitalise cotton textile
indrtry. These decisions relate
to the following aspects: (a)
Controlled cloth, (b) Working
capital, (c) Raw materials.

As far as controlled cloth is
concerned, the following deci-
sions have been taken:

(i) The total or partial
exemption granted to National
Textile Corporation mills and
other financially weak mills
from production of controlled
cloth will be continued for a
further period of one year.

Scheme Initiated

(ii) A scheme for production
of.dhoties and sarees in the
handloom sector has already
been initiated. This scheme
will be accelerated so that, as
quickly as possible, about 100
million sq meters of production
stands transferred to the hand-
loom sector.
about 300 million sq metres of
controlled cloth will continue
to be the obligation of the mill
sector.

(iii)y For various varieties of
controlled cloth, ex-mill prices
were determined as far back as
1968. Subsequently no price
revision was allowed except ad
hog increase of 30 per cent in
April 1974. The result has
been that the obligation to pro-
duce controlled cloth has been
causing cash losses to the con-
cerned mills. It has now been
decided that, with effect from
the quarter beginning January
1, 1977, the ex-mill prices of
controlled cloth will be increas-
ed by 35 per cent. This increase
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The balance of.

is being allowed taking into
account the bare average cost
of production (without any pro-
vision for depreciation or
return on investment) during
the four quarters ending
September 30, 1976.

(iv) The retail prices of con-
trolled cloth to the cons.imers
will be kept unchanged at the
present level. The effect of
higher ex-mill prices of con-
trolled cloth will be neutralised
by government subsidy to the
National Co-operative Consu-
mers Federation and its affiliat-
ed public distribution system.

As regards working capital,
it has been decided that the
commercial banks would be
advised while sanctioning work-
ing capital loans to textile mills,
that the following conditions
should be kept in view:

(i) If the applicant mill has
any unencumbered block assets,
their value may be taken into
account;

Non-Cotton Fibre

(i) The mills are being
asked to use non-cotton fibres
such as viscose staple fibre and
polyester fibre. Unlike cotton,
the prices of such fibres do not
significantly  fluctuate.  This
may be taken into account
while determining the margin.

(iii) The unit prices of
polyester fibre is much higher
than that of cotton. This may
be taken into account while
sanctioning quantum of credit
limit.

As regards raw materials, the
government is taking the
following measures:

(i) The import of viscosic/
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polynosic staple fibre is being
permitted on a free licensing
basis. Licences of the value of
nearly Rs 940 million bave
already been issued to the
industry. This  represents
licences covering 94,000 tonnes
or above 500,000 bales equiva-
lent of viscose staple fibre. This
facility of duty free import of
viscosic/polynosic staple fibre
has been extended for the
present upto October 31, 1977.

Import of Fibre

(i) The import of polyester
fibre has been decanalised and is
being freely licensed. This
facility has been for the present,
extended upto October 31,
1977.

(iiiy A decision has been
taken to make it mandatory
on the cotton textile industry
to use at least 10 per cent non-
cotton fibre. This compulsory
use will apply to all cotton
textile mills except in relation
to their production which is
meant for exports or production
in very low coarse counts. The
order has been brought into

force with effect from January
I, 1977,

(iv) The Cotton Corpora-
tion of India has already con-
tracted for import of nearly
520,000 bales of cotton. Out
of this quantity, 330,000 bales
have already been reccived in
the country. In addition,
further funds have been sanc-
tioned to the Cotton Corpora-

tion of India to enable them to -

organise additional imports of
cotton. These imported stocks
of cotton are proposed to be
used for partly augmenting the
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supply in the current season
and partly for building a
reserve stock.

(v) The cotton imported by
the Cotton Corporation is being
sold to mills at prices currently
prevailing for corresponding
varieties of domestic cotton
even though such sale price
entails cash losses to govern-
ment. The ceiling of such cash
loss has been kept at 20 per
cent.

Taking into account imports
of non-cotton and cotton fibres
and the domestic cotton crop,
government is satisfied that the
quantitative demand for fibres
by the cotton textile industry
during the current year would
be fully met. In fact there
should be, at the end of the
season, a larger balance than
was the position at the begin-
ning of the current season.

Unwarranted Rise

In this context, the govern-
ment considers that the present
level of high cotton prices is not
warranted. It is substantially
arising out of a psychosis of
shortage being deliberately fos-
tered by cotton trade. Certain
regulatory measures such as
limits on stock holding of trade
have already been introduced.
If cotton prices do not get dis-
ciplined, the government will
not hesitate to take more strin-
gent measures.

With regard to controlled
cloth, the government is
anxious to ensure a steady
availabi}ity of such cloth to the
common people at the prevail-
ing prices. It is in this context
that the central exchequer has
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agreed to provide cash subsidy
to neutralisc the enhancement
in the ex-mill prices. The
governmeit proposcs to ensure
that the concerned mills which
have obligation to produce con-
trolled cloth observe this obli-
gation scrupulously.

These decisions represent a
package of short-term measures
for revitalisation of cotton
textile industry. In addition
the industry has certain long-
term problems connected with
obsolescence of machinery and
uneconomic size of several

units. The government has
already announced its decisions
to enable cotton textile mills to
avail of soft loans from Indus-
trial Development Bank of
India for modernisation. The
government hopes that the
cotton textile industry will take

Further curbs on bank credit

WITH A VIEW to restraining
credit expansion within accept-
able limits, the Reserve Bank
has decided to impound 10 per
cent of the incremental deposits
between January 14, 1977 and
April 1,1977. This was indi-
cated by the governor Mr K.R.
Puri, at a meeting he had with
the chief executives of major
banks in Bombay on January i3.
The Reserve Bank has also
advised banks to step up the
margins on all types of
advances against inventories
(raw materials, goods in pro-
cess and finished goods) and
book debts by 10 percentage
points with immediate effect in
respect of existing accounts.

Enhanced Norms

In regard to new accounts the
banks are advised to fix margins

taking into account the enhanc-
ed norms that have been sug-
gested. The step up of margins
by 10 per cent wherever appli-
cable may, however, be imple-
mented in such a manner that
the overall margin does not
exceed 60 per cent. The
enhanced margin will not be
applicable (1) to advances
against commodities covered by
selective credit control direc-
tives where the margins are
already high and commodities
specifically exempted from the
minimum niargin requirements,
(2) advances to small scale
industries, (3) all categories of
advances exempted from the
application of the minimum
lending rate of 12.5 per cent,
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(4) export credit, and (5) sick
units as per the accepted
definition.

In respect of  existing
accounts which are overdrawn
in terms of new norms indicat-
ed, the banks are advised to
work out a phased programme
for implementation of the new
higher margins to avoid undue
hardship to borrowers,

Big Accounts

The governor asked the banks
immediately to undertake a
scrutiny (at the head office) of
all big borrowal accounts with
limits excceding Rs 50 lakhs
and where the actual drawals at
present have already reached
60 per cent or morc of the
sanctioned limits.  Sufficient
care, he emphasised, will have
to be taken to ensure that the
drawals which have already
taken place as well as the
intended drawals in  the
immediate future are related
to a concretc production
programme,

Mr Puri pointed out that the
management strategy on the
part of banks should be to
bring about an adequate turn-
round of funds. He said:

“The Reserve Bank is aware
that during the period between
January and March the bank-
ing system is usually called
upon to meet several seasonal
demands for credit specially
from sugar, cotton textiles, oils
and oilseeds, tea, etc. In the
context of the large credit
expansion which has already

taken place, it would be easy
to apply an inflexible yardstick
for curtailing the flow of credit
for meeting such seasonal
demands. If this were to be
done, it would be tantamount
to a “management failure”,
for there can be no substitute
to a judgment of such issues on
merit.  What the banking
system should really do is to
ensure that there is a return
flow of credit already extended
in certain directions and which
could be recycled for meeting
the new seasonal demands”.

Referring to the poor pro-
gress made by banks in adopt-
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full advantage of the short-
term and long-term measures
announced by the government,
so that the premier industry is
able to make effective contribu-

tion to the industrial health of
the country.

ing the new style of Ienxing
involving splitting the cash
credit accommodation into loan
component and demand cash
credit, the governor underlined
the importance of introducing
meaningful  system of credit
planning and credit discipline
and said: “It is imperative that
the banks should adhere to
this approach in the strictest
possible manncr. There should
be a faster movement towards
realising this objective’’, The
governor stressed that banks
should evolve a better planning
and control system to align
credit expansion with out@ut
mcereascs.
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Revised index of wholesale prices

Tue orriciAL index of whole-
sale prices released by the
Office of the Economic Adviser
to the government of India,
has been revised with 1970-71
as the base year in corder to
take into account the structural
changes in the Indian cconomy
dufing 1961-71. The current
index had 1961-62 as its base.
The revised series replaces the
existing serics compiled by the
office of the economic adviser,
and published in the monthly
bulletin ‘Index Numbers of
Wholesale Prices in India’.
Periodic Revision

The Index Numbers of
Wholesale Prices werc first
issued in 1942, Since then,
there have been three revisions
of the base year to take into
account the changing structure
of the economy. The last revi-
sion was undertaken in 1969,
when the base year was updat-
¢d from 1952-53 to 1961-62.
The 1952-53 series had been
in existence from 1955 to 1969.
Prior to that, for the period
1942-55, the base year of the

index numbers was August
1939.
The latest revision in the

base year (from 1961-62 to
1970-71) has been undertaken
pursuant to the report of the
Working Group on Revision of
the Index Numbers of Whole-
sale Prices in India submitted
to the Technical Advisory
Committee on Statistics of

_Prices and Cost of Living in

the Department of Statistics,
government of India in August
1976. The working group was
chaired by Mr V.V. Divatia,
Statistical Adviser to the
Reserve Bank of India and
included  representative of
central  government,  state
governments and industry.
Improvements incorporated
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in the latest revision of the
index (with base 1970-71)
relate to the wider coverage,
changes in the  weighting
pattern in the light of develop-
ments during the sixties, and
the new system of classification
based ‘on Standard Industrial
Classification. The  salient
features of the revised index
are given below.

The revised index includes
360 commodities (consisting of
80 primary articles, 270 manu-
factured products, and 10 other
articles in the Group ‘fuel,
power, light & lubricants’. On
a comparable commodity defini-
tion, the existing index, with
1961-62 as the base, had only
218 commodities. The number
of quotations in the revised
index are 1275 as against 774
in the existing index. In the
revised index, the coverage of
manufactured products, parti-
cularly in the fields of ‘chemicals
and chemical products’, ‘basic
metals and metal products’ and
‘machinery and  transport
equipment’ has been greatly
enlarged. As far as possible,
all commodities with a value
of transaction of more than
Rs one crore, for which whole-
sale prices are available on a
regular basis, have been repre-
sented in the index.

Value of Transactions

The weights for the revised
index have been worked out on
the basis of the value of trans-
actions of commodities during
the triennium ending 1969-70.
The revised weights are shown
in Table I. In order to reflect
price trends in the economy as
a whole value of transactions
of non-selected commodities
has been assigned or imputed
to those selected commodities
within the sub-group whose
nature and price trends are

similar to the
former. In all, therc are three
major groups and fourteen
groups in the index. As far
as possible, all identifiable
items which were treated as
quotations in the existing index
(without a separate weight)
have been treated as scparate
commodities in the revised
index, and weights have been
allocated to cach of them.

[t may also be mentioned
that the grouping of commodi-
ties in the revised series is
according to the Standard
Industrial Classification and
not according to the Standard
International Trade Classifica-
tion as was the case in the
196{-62 series. This change
has been made in order to bring
about greater uniformity in the
classification system among
wholesale price index, the agri-
cultural production index and
the  industrial  production
index. Following the Standard
Industrial Classification in the
revised series commodities have

likely to be
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been classified into three major
groups: (i) primary articles;
(ii) fuel, power, light and lubri-
cants; and (iii) manufactured

products. The most important
change resulting from the
revised classification is that

sub-groups such as edible oils,
sugar, gur and allied products,

‘and processed foods (which

involves some manufacturing
process) would be shown under
‘Manufactured Products’ in the
revised series. In the 1961-62
series, these were being shown
under “food articles”.

Table II shows revised (1970-
71=100) monthly  index
numbers of wholesale prices
from April 1971 to November
1976. The corresponding exist-
ing index numbers shifted to
the new base 1970-71 by arith-
metic conversion method are
also shown side by side for
purposes of comparison. At
all commodities level, the arith-
metic conversion factor between
the revised and the existing
series is 1.811.

TaBLe 1
Index Numbers of Wholesale Prices—Distribution of Weights
of Major Groups and Groups (Base 1970-71=100)

Weights

ALL COMMODITIES
Primary Articles

Food articles
Non-food articles
Minerals

Fuel, Power, Light and Lubricants

Manufactured Products
Food products

Beverages, tobacco and tobacco products

Textiles

Paper and paper products
Rubber and rubber products
Leather and leather products

Chemicals and chemical products

Non-metallic products

Basic metals and metal products
Machinery and transport equipment

Miscs. products

1000.00
416.67
297.99
106.21

12.47
84.59
498.74
133.22
27.08
110.26
8.51
12.07
385
55.48
14.15
59.74

. 67.18
7.20
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TasLEe 11

Monthly Index Numbers of Wholesale Prices
Revised (1970-71=100) and Existing Series (1961-62 =100 shifted to 1970-71 =100)

Years/ 1971 1972 1973 1974 1975 1976
Months — — L .
Revised Existing Revised Existing Revised Existing Revised Existing Revised Existing Revised Existing
January - — 107.0 105.6 118.5 117.9 149.3 149.9 176.9 174.5 166.4 160.4
February e — 107.0 105.6 120.6 120.2 151.8 152.0 176.0 173.1 164.8 159.2
March — — 108.1 105.1 1219 121.5 157.5 156.2 174.6 170.7 162.6 156.3
April 101.7 100.6 108.7 106.2 1238 123.0 161.8 159.6 175.4 170.7 166.2 15934
May 102.3 100.4 109.7 106.7 128.3 127.8 166.4 164.6 178.2 173.2 169.3 ]6!.4(
June 104.7 102.3 112.1 109.3 131.3 131.7 170.9 168.6 177.8 172.6 171.5 163.6
July 106.0 103.8 114.6 18 135.5 137.3 176.6 173.7 176.0 170.6 177.6 170.4
August 107.2 105.7 117.4 114.6 137.0 138.6 179.7 178.1 177.6 172.0 178.5 171.2
September 107.5 106.2 1171 114.9 136.5 138.3 182.0 180.9 177.5 171.0 179.5 173.1
October 106.6 105.5 118.3 116 2 139.2 1409 180.2 178.8 177.2 170.3 177.7 172.6
November 105.1 103.8 118.0 116.3 143.5 143.6 177.6 176 2 1735 167.4 176.8 172.2
December 103.9 102.7 118.4 116.7 143.0 1446  176.5 174.9 169.1 162.6 — —
Calendar year _
average 105.0%  103.4* 113.0 110.8 131.6 132.1 169.2 167.8 175.8 170.7 171.9%%  165.4%*
197172 1973-74 1975-76

Financial year B
average 105.6 104.0 116.2 114.4 139.7 140.4 174.9 172.8 173.0 167.2

*Annual average of nine months **Annual average of eleven months ---—;
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CHROMIUM COPPER CASTINGS
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@ Resistance Welding Electrodes & Discs-Rolled, heat-treated upto 650 mm In

dia and 50 mm in thickness

® Resistance Welding TIPS and special size components forged, heat-treated
and machined

@ RODS upto 65 mm In dia, rolled, heat-treated and machined

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu-
facturers, Radiator and Allied Industries

THE INDIAN SMELTING &

REFINING GO. LTD.

(Non-Ferrous Division)

L.B. Shastri Marg, Bhandup, Bombay-400 078

Cable : LUCKY, Bhandup,
Bombay.

Phone : 584381

Telex : ISARC 011-2384
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Win she wi
il

THE LATEST political developments have written a new scenario for the immediate
course of economic policy-making by the government. Had the Lok Sabha not been
dissolved and a general election decreed for March, the central budget for 1977-78
would be presented to Parliament on February 28, initiating fiscal or other measures
of. economic management for the next financial year or beyond. Now, however
this government, in a manner of speaking, has been placed in the position of a care-’
taker. It is only after a new Lok Sabha has been elected and a new government
installed in office that the government of the day will cease to be on this care-taker
basis. This would take us to the fourth week of March. Even then it will not be
until May that the new government would be able to go to Parliament with its budget
proposals for the full year. It could therefore be argued perhaps that the country
may not expect major economic policy decisions from the government for another
three or four months. A different point of view, however, is not only possible but
would probably be far more relevant to the needs of the nation.

In the first place, although Lok Sabha has been dissolved and a general election
ordered, there has been no breach in the continuity of the government in power since
it is not a case of the prime minister resigning along with her cabinet colleagues and
then being asked to ‘‘carry on” by the president. Mrs Gandhi’s administration
therefore, is fully entitled to continue to function with full authority and is indeeci
under an obligation to discharge effectively its responsibilities to the people as the
government in office. Secondly, the economy is admittedly under pressure on various
fr'onts and itneeds to be ministered to continuously if its stability is not to be
disrupted or its forward movement arrested. There is therefore a clear need for a
steady flow of governmental policy decisions at the micro and macro levels. For
Mrs Gandhi’s administration to lock itself out of the business of economic policy-
making for three or four months at the present stage would be to default on its
service to the country at a time when its services are greatly needed.

It may be asked whether what is for the good of the country would also be
for the good of the prime minister and her party in their electioneering. The answer
is emphatically in the affirmative. While it is proper to think and reasonable to
expect that the electorate should return to Lok Sabha in sufficient strength a cohe-
rent and constructive opposition, the ruling party is certain to be returned to power
with a comfortable majority. The responsibility for managing the economy of this
country on sound lines would consequently remain with Mrs Gandhi and her party
in the period ahead. Their task would be easier if they would act all along in the
full kno_wledge of these prospects and in accordance with the logic of this situation
If some of the decisions they will anyhow be taking after March could be taken now.r
to the greater advantage of the economy, there is no reason for their not acting
promptly. Incidentally, the spectacle of the prime minister and her colleagues func-
tioning confidently as the leaders of a party which is certain to be voted into power
again will be a tremendous electoral asset for them. ‘

The prime minister, moreover, has made it clear enough that her party will be
campaigning not only on its record in stabilising the economy and improving its
performance in the past 18 months but also on the strength of its declared intentions
of enabling the country to achieve rapid economic growth for the welfare of the
people. It would therefore be to her advantage and the advantage of her party if the
government were to promote the credibility of these intentions by taking bold and
imaginative decisions for speeding up economic expansion, without letting the elec-
tion time-table interrupt the process. The importance of such a forward thrust
should be all the more easy to appreciate since the economy has lately been tendin
to falter and founder. £

Assuming that the Finance ministry has done its home work well, the central



budget for 1977-78 should provide general
relief to the economy from the burden
of indirect taxation as well as substantial
specific reliefs to a number of industries
the production or sales of which have
been affected by restrictive central excise
duties. If the government were to wait
for the presentation of the budget in
May, this much-needed relief to industry
and the public will be delayed for seve-
ral weeks beyond the end of February.
There is no justification for this with-
holding or postponement. On the cont-
rary, the fact that the central budget is
being deferred from February 28 to some
date in May should be taken advantage
of by the government for extending imme-
diately central excise duty reliefs to the
more hard-pressed industries by gazette
notification.  Early action is indicated
here as this remedial action would greatly
assist in relieving the production process
or the investment outlook of much of the
gloom that surroundsit. Reduction in
excises duties would also be relevant to the
anti-inflationary purpose of regulating the
price level and effecting a decline in the
requirements of industry for bank credit.

dismantling controls

The speedy dismantling of controls is
another legitimate claimant for immediate
consideration by the government. Ina
recent publication, *Shortages and High
Prices—The Way Out”*, Mr LK. Jha
has discussed with insight and an insider’s
information the shortcomings of discre-
tionary controls and has specifically ques-
tioned the wisdom of industrial licens-
ing being continued in any form or to any
degree. He has convincingly argued that
there is no recognized or worthwhile
social purpose which is alleged to justify
industrial licensing that cannot be better
served by other forms of government
intervention including those provided for
in other existing legislation or adminis-
trative regulations. Mr Jha places on
industrial licensing or the way it works
or has been worked a large responsibility
for delays in production, high manufac-
turing costs, underutilization of capacity
and general distortion or frustration of
investment intentions or decisions.

*published by Indian Book Co., 36-C,
Connaught Place, New Delhi-110001; Pp 173;
Price Rs 27.00.
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Hitherto the government has been relying
on liberalization of policy or relaxation
of procedures for reconciling the philoso-
phy or machinery of industrial licensing
with the need for making the economy
more open and introducing more compe-
tition and dynamism into it. While this
trend marks a welcome departure from
the rigid positions of an earlier period,
the process of change has been neither
bold enough nor fast enough. As a result,
there are heavy arrears of progress wait-
ing to be cleared and this could best be
done by the government doing away with
industrial licensing lock, stock and
barrel. It is not too early to tell ourselves
that it is the continuance of any kind of
restriction on production that needs to
be specifically justificd at the present time,
not its removal.

primary objective

The prime minister has indicated that
the government intends making imagina-
tive use of the substantial accretions to
the foodgrain and foreign exchange
reserves. The government has decided to
import raw cotton for the needs of the
cotton textile industry and it is also allow-
ing imports of edible oils and oilseeds,
Its primary and immediate objective is the
maintenance of industrial production in
the affected areas and the arresting of
increases in the prices of the essential
commodities concerned.  But, surely,
there is much more to be attempted than
this through intelligent and vigorous uti-
lization of our foreign exchange reserves,
while a forward-looking policy for the
management of the foodgrain reserves is
yet to be formulated. Here, again, Mr Jha
offers useful suggestions. He advocates
more liberal allocation of foreign ex-
change for imports of plant and machi-
nery for all those sectors of production
where early expansion of capacity is in
the national interest. Power generation
equipment, for instance, would qualify,
In the case of foodgrain reserves, Mr Jha
would like to see some part of the current
accumulation diverted from storage to
the raising of the consumption levels of the
under-fed sections of the population, the
process being linked to production-oriented
or socially desirable schemes for giving
employment to these people.

Mr Jha’s other suggestion that the

122

government could draw on grain reserves
with greater confidence if it would make
forward purchases in world markets
sounds attractive, but it has to be care-
fully considered whether the trading
expertise is available. Mr Jha believes that
trends in world grain markets make it
reasonably certain that there are no
great risks in this trading and that, over
a period, losses will be made good by
gains or that the losses will not be more
than what the nation may be losing in,
storage costs of large internally held
physical reserves or by having to rush
frantically to world markets in years of
domestic crop failures. He would evi-
dently look to an official agency such as
the Food Corporation of India for hand-
ling the forward purchases. Trading
risks, however, may be reduced if suffi-
ciently competent private trade is also
allowed to participate. Incidentally, the
concept of forward purchases, with nor-
mal trade channels participating in these
transactions, is one which is capable of
being extended from foodgrains to other
commodities such as, for instance, edible
oils and oilseeds and a number of agri-
cultural or mineral raw materials for/
industry where the most economic manage-
ment of fluctuations in domestic produc-
tion or total availability is called for.

break with past

Such thinking, of course, means a
break with the past. At some unfortu-
nate point in our economic history since
Independence, we seem to have become
prisoners of the belief that this country’s
chastity needs to be protected by ensuring
that its nationals do as little business as
possible with foreigners or that foreigners
do as little business as possible with our
nationals, when the government jis not
there to act as a chaperon. Some dent has
been made in this faith by a growing
need of the economy to export which
could not be indefinitely denied. But thé"
fences we have put up around the
nation’s cloistered virtue remain intact
for the most part. This might con-
ceivably prevent concepts such as forward
purchases abroad, especially with private
trade participating, being taken up for
consideration without much twittering
of timid minds. All the same, at this
stage in the fortunes of our economy,
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these and other such venturesome ideas
need to be pressed on the attention of the
government.

This truth, fortunately, has not gone
entirelyjunrecognized. Hence the bold-
ness or even the rashness of men (very
few in all conscience) such as Mr
B.M. Birla who attempt to shock us into
jumping out of the rut of what has be-
come our conventional wisdom. Speaking
recently in Bangalore, he declared that
the country stood to benefit by permit-
ting foreign aircraft manufacturers to set
up plants in this country for producing
the aircraft required by it for military or
civilian purposes. He was making out a
general case for the country unhesitatingly
drawing upon foreign
order to supplement its own resources for
its colossal production, consumption,
employment and investment needs.

objective circumstances

The specific example of the aircraft
industry which Mr Birla gave was
apparently meant to bring out this
oint spectacularly, but it is - quite
valid in its own right. The objective
circumstances are that this country
does not have and is not planning to have
native facilities for all the aircraft it needs
for its defence or transport. Itis there-
fore spending large sums of money on
their import and this expenditure is:
bound to increase manifold in the years
to come. Is there not sense then in
inviting aircraft manufacturers who are
exporting to us to come and set up pro-
duction facilities in our own country,
thereby mobilising and making use of its
human and material resources and contri-
buting to its possession and development
of sophisticated technology? The next
question is : are there not many other
industries of varying degrees of sophis-
tication in which foreign investments
could play a similarly fertilizing role?

Mr Birla’s advocacy of an “open
mind”* on foreign investments is of course
a part of his larger thesis of .building a
truly prosperous India in.less time than is
generally thought posslt.)le. Tpere is
need for furious impatience with t}'.Ae
notion that, because Indian poverty is
age-old, it must take at least several
decades to remove or even: reduce it

EASTERN ECONOMIST

investments in .

measurably. . -This  “go-slow” mentality
blindly ignores the tremendous advances
made in technology and the- organization
of human resources which- have made
possible rapid generation of large inves-
tible resources in economies allowed -to
exploit their full potential. The prime
minister claims to have dedicated herself
to a broad, frontal assault on. poverty.
This assault can proceed point by point
only up to a limit. Beyond that there
must be a break-through in our thinking
and a take-off in our action. For Mrs

qum,~thg- winning of this general elec-
tion 18 no doubt important business. Win
it she will, but that alone cannot satisfy
her.. It will not satisfy the nation. There
is an immediate need for the restrictions
on and the obstructions to the growth
processes of the economy being removed.
Every day counts for the fulfilment of
this imperative—including every one of the
40 days between now and the general
election or the 75 days or so that will
elapse before the central budget for the
next financial year.

Blohwin’g- hot and cold

DURING THE last several years, the govern-
ment of India has failed to make up its
mind about the exact meaning and nature
of bonus, and also under what circum-
stances it should become payable to the
worker.  The latest decision to enforce
the payment of a minimum bonus of
Rs 100 per employee for the accounting
year commencing in 1976 in_the case of a
unit making a net profit — irrespective of
the fact whether .the .company has an
allocable surplus or not — makes non-
sense of the ordinance on bonus law issu-
ed on September 25, 1975, whose -central .
thesis was that no bonus would be pay-
able if there was. no surplus available for -
distribution.. It seems that on bonus, the
government has been shifting ground from
time to time keeping in view the political -
and economic climate in the country. The
latest revision in bonus law is.an obvious.
concession to organised labour on the
eve of the nation-wide election. Unfortu-
nately, the new move of the government
is likely to open a Pandora’s. box of dis-
putes between workers and the employers
threatening industrial peace which has
been instrumental, to a large. extent, in
pushing up the level of industrial pro-
duction in the country.. .

" The bone of contention is likely to be’
the profit and loss account because in-
variably the workers would question its
accuracy as well as its propriety. Whereas
in the case of cestral or other taxes, its.
audited accounts are accepted by the:
government for fixing the liability of a
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company, the liberty now given in regard.
to the questioning of the income and
expenditure account of a unit in the ﬁxa-}
tion of the bonus is likely to bring up an
unending number of cases before the!
tribunals leading to increased bitterness
in industrial relations. The tribunal
looking into the case of a unit has been
authorised to appoint another auditor.
for a fresh assessment of the balance,
sheet-and the profit and loss account and
this in itself is likely to prolong the pro-
cedure of disposing of the cases. Bonus,
after all, is a small part of the total
wages of a worker and to allow it to
become a sore point by thé latest relaxa-
tions may serve neither the worker nor
the industrialist.

~ If the government believes that by its

new decision in regard to the payment of
bonus, it could put an end to bonus dis-
‘putes between the employer and the emp-
loyee, it is sadly mistaken. Let it be re-
called that the real mischief was done
when the government started the practice
pf a minimam bonus of four per cent
Irrespective of the fact if the company
made a profit or. loss. The size of this
mischief was enlarged when by an amend-
ment of bonus law in 1972, the minimum
payment was- raised from four per cent
to 8% per cent inall establishments. Jt
was -in 1975 that the “illogicality” of
this step dawned wpon the government
and the bonus law was amended, as stated
earlier, to make the availability . of “alle-
cable surplus” a must for the distriba-.
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tion of bonus. The latest: meve: which
marks a right-about-turn in policy is
without doubt a political expediency
without any economic justification. It
takes this country back to the sixties
when bonus was erronecusly being des-
cribed as a “deferred wage’ and . not as
a share of the worker in the above-
normal profit of a company.

measurement of productivity

According to Mr K.V. Raghunatha
Reddy, union minister for Labour, the
government is of the view that increasing
emphasis should be put on agreements for
payment of bonus based on production
or productivity. He also believes that
such agreements should be for periods
ranging from four to five years, Similar
views have been expressed by Mr Reddy’s
predecessors for more than two decades
and it seems that no effort has been made
by the government to find outas to why.
both the employers and the workers have.
aot been very enthusiastic about it. Itis
asually forgotton that the rise in producti-
vity is not a function of increased human
nput alone. It also depends, to a large
:xtent, on the level of technology and
the plant and machinery in use. Unless
quality in these areas is improved and
workers are trained to operaté sophisti-
>ated machinery, any significant improve-
nent in productivity is hardly. feasible.
Also, in many units the measurement of
productivity from shop to shop is not an
zasy task. This is one of the important-
reasons why the concept of productivity-
linked bonus has not become popular in
this country.

Mr Naval Tata, President of the Emp-
loyers® Federation .of India, stated recent-
ly at a conference in Calcutta that there
was virtually no easy method of measus.
ing productivity which could beumniformly.
applied to different .industries, aad alse:
it was difficult to achieve- agreement bet-
ween the employers and the trade unions
on the variable factorsiavolved: At:the-
conclusion of this conference;. thererwas.
almost a consensus onthe evolution of a:
bonus formula which covered not:only
productivity but also such factors as
good  attendance;, good. behaviouy and-
Jiscipline. Till a satisfactory model:in:
‘his regard is evolved, it will . benecessary.
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to undo the mischief of the illogical step
taken by the  government last week. In-
stead of creating unnecessary tension
over the question of payment of bonus
between employers and employees the
government had better devote more atten-
tion to the maintenance of stability in
prices.

The steadily shrinking purchasing
power of the rupee, especially since
March 1976, has not a little to do with
the current discontent among working
classes. The continued neglect of the
consumer goods industries has also
brought about a situation of in-built

inflation {n the economy with the result
that the controversial moves made by the
government from time to time on peri-
pheral matters such as the frequent
revision in bonus law tend to divert the
attention of the people from the real and
basic issues, It has also been recognised
by the government that the central point
at issue is the incomes and wages policy
which should be appropriately linked
with production and prices. But no worth-
while effort has been made in this regard
during the past three decades. Frequent
tinkering with bonus law seems to be no
more than a diversionary tactic.

Towards a national

wage policy

THe rourtH industrial relations confe-
rence, held in Calcutta on January
14 and 15 under the joint auspices of
the Employers’ Federation of India, the
All-India Organisation of Employers and
the Standing Conference of Public Enter-
prises, recommended that the government
of India should evolve and implement a
national wage policy. Mr A.L. Dias, the
governor of West Bengal, Mr Naval Tata,
president of the'Employers’ Federation,
and several other participants stressed the
necessity for a national wage policy. But
its implications and the difficulties in
working it'did not receive proper consi-
deration at the conference. Mr Dias
referred, in his inaugural address, to the:
gross disparities in income among workers
in the organised, unorganised ‘and agricul-
taral sectors and to the ‘‘miserable exis-
tence at the subsistence level” of a vast
majority of the rural poor; and he
suggested that: while formulating a
national - wage: policy the meeds- of this
section'should be kept- in view and that
the gains in productivity in the agricul.
tural and industrial sectors should be
equitably shared.

Mr. Naval Tata stressed the: need
for. a' clearrcut aad rational wage
policy particularly for the industrial
sector.. He. said. that it should tackle
same probiems like ‘‘vast tegional dispari-
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ties, imbalances within and between
industries, wide differentials between
unscientific, occupational wages, automa-
tic. escalation of dearness allowance,
unrelated link between effort and reward®
and the disparities between the organised
and unorganised sectors and the rural
and urban incomes”. But neither Mr
Tata nor the other participants in the
conference clarified how exactly were
these problems to be tackied.

vague generalisations

Many commissions and committees have:
examined in recent years the feasibility
of evolving a national wage policy but
most of them have merely stated their
views in the form of vague generalisations
which are hardly of any use to policy-
makers as well as to those who are
actively engaged in day-to-day labour
problems. For instance, the National
Commission on Labour had suggested
that “the wage policy has to be framed"
taking into account such factors ag the
price level which can be sustained, the
employment level to be aimed at, require-
ment of social justice and capital forma-
tion for futurec growth”. The commis-
sion had observed that the policy should
aim at a progressive increase in real wages
and. it emphasised that ‘‘any sustained
improvement in real wages cannot be

JANUARY 28, 1977

introduced on la

brought about without increasing produc-
tivity” and that keeping living costs
under check should form “an integral
part of wage policy”.

A paper presented to the Calcutta
conference on behalf of Coal India
Ltd stated that the broad objectives
of a national wage policy should
be avoidance of inflation, raising
of output, a fair distribution of the
national income, and improving the
standard of living of the working class.
There arc also other aspects to be consi-
dered such as the linking of wages to
productivity especially in commercial
establishments, banks and insurance com-
panies, merger of dearness allowance
with basic wages, and the future of fringe
benefits.

practical difficulties

Another paper presented to the confe-
rence made the important point that
though in the last few years many indus-

~tries were suffering from recession and the

Jist of sick industries was lengthening,
additions to the wage bills had been made
through the Labour Welfare Fund Act,
increase in provident fund contribution
and coverage of workmen, employees
deposit linked insurance scheme, house
rent allowance and increase in the stipends
to apprentices under the Apprentices Act.
It seems clear, therefore, that a wage
policy at the national level is not feasible
at present because of the various practi-
cal difficulties. Even so, effort should be
made to improve the lot of workers by
ensuring them the timely and adequate
supply of essential commodities at fair
prices, by providing houses and develop-
ing infrastructural facilities such as water,
roads, electricity and hospitals and by
offering opportunities for education and

recreation.’

But it is necessary to emphasise that
the prosperity of workers is closely con-
nected with that of industry and.the
economy. Labour legislation’ sometimes
tends to ignore this fundamenta.l aspect
and imposes obligations on industry
without any regard to its capacity to pay.
For instance, a virtual ban has been
y-offs and retrenchment
without prior approval of the government
vl‘;tlxt hasp it really helped the workers to
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secure job security? Compared to two
million mandays lost in the second half
of 1975 due to lock-outs, the figure for
the first half of 1976 was 4.30 milllon.
Itis estimated “thdt about 80 per cent of
the mandays lost in'1976 till September
was on account of fockouts.

How did this situation develop? As Mr
Naval Tata said, “In dealing with cases
of layoffs or closures, government should
appreciate that managements would
never in their wisdom like to commit
industrial suicide in taking such action
which would be- more harmful to them.
They are motivated by the desire at any
cost to maintain the viability of opera-
tions, which are assailed by high prices
of raw materials, credit shortages, and
other economic factors, Itis my view
that laws of demand and supply cannot
be defied and it is impossible to seek
legislative remedy for job security in
defiance of economic forces. It may

'atrangqhu :gentine industrial effort if
‘bona ‘fide causes, hurting the industry,

atre ignored out of respect for legislation.
Legislation may suppress the symptoms'
but will not provide the cure. If labour

Jaw evolution and implementation is in-
‘tended to-be a fore-runner for eventual

participation of labour in management,
it has to be meaningful and not self-
defeating”.

Though the economic situation in the
country has improved in many respects,
several industries continue to be severely
handicapped due to the lack of demand
for their products. A large number of

.industrial units remains closed or sick and -
-attempts to reopen and revive them have

not met with much success. The fact that
the overall industrial production has
maintained an upward trend should not
-create -complacency. Harmony in indus-

‘trial relations cannot be achieved in

isolation.

graphs.

charge.

Eastern Economist Annual Number 197.7

The Eastern Economist Annual Number 1977, dated December 31,
1976, analyses the gains made by industry since June 1975 and points out
the impediments which have tented to slow down its onward march.
Divided into four sections, it discusses the general problems common to
all industries such as investment, production, productivity, policies and
procedures followed by detailed studies of basic, capital, intermediate and
consumer Industries. Research analysts and experts in various fields
have thrown light on the problems faced by each one of the major
industries with emphasis on the prospects of growth in the light of the
changes Initiated by the government in the past one year in particular.

Priced at Rs, 20 per copy, it carries'a series of charts and colour

Regular subscribers are entitled to:raceive their copy without extra

Coples can be had from:

The Manager
The Eastern Economiist Ltd.
UCO Bank Building, Parliament Street,
New Delhi-110001
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CAPITALS

Commoeodity exports

‘CORRIDORS

R. C. Ummat
Industrial licensing °

Banking targets

THe THREE-DAY commodity outlook
seminar, which was held here last week
under the joint sponsorship of the Indian
Institute - of Foreign Trade, the union

- ministries of Agriculture and Commerce

and the Food and Agriculture Organisation
(FAO), has expressed optimism about the
export prospects of sugar, technical oils
(castor and linseed oils) and oilcakes and

tobacco. The seminar was the first to be -

organised in a developing country under
the new FAO facility——assisting of the
formulation of commodity policies at the
country levels. '

Although the seminar viewed with con-
cern the wide fluctuations in theinter-
national prices of sugar, particularly the
fall registered during- the last 12 months
from approximately 40 US cents per
pound to just eight cents, it considered the
medium and long-term prospects about
world trade in this commodity not as
bleak as they appeared to be.

suitable understanding

The seminar called for a suitable under-
standing on international prices of sugar
so that the producing countries like India
were not put to undue strain and dis-
advantage. It was revealed at the seminar
that the FAO had estimated the world
demand for sugar to grow to around 91
million tonnes in 1980 and 105 million
tonnes in 1985. The suitable understand-
ing on sugar prices, the seminar felt, could
be attiined through creation of a buffer
stock. The need for a systematic approach

international
emphasised. L o

The seminar stressed the need for utilis-
ing modern research for improving sugar-
cane yield and lowering cost of production.

sugar agreements was

:The sugar development scheme presently
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being implemented by the government of
India, it was thought, could improve the
situation considerably in the coming years.
The medium and long-term outlook for
sugar exports from India, it was felt,
would largely depend on the country’s
ability to reduce its cost of production so
as to make prices competitive in the world
market. :

surplus production

The FAO sugar specialist, Dr A. Viton,
disclosed at a press conference after the
conclusion of the seminar, that the new
international sugar agreement was likely to
be reached at Geneva in April. He attri-
buted the sharp setback to the prices of
sugar during the last 12 months to surplus
world production—to the order of threc

-to four million tonnes. The prices, he

added, had improved slightly during the
last few days as a result of large-scale
purchases of the Philippines sugar by the
Soviet Union and 'China. How far this
trend would continue, however, yet
remained to be seen?

It may be mentioned here that asa
result of the sharp fall in the international
prices, exports of sugar from this country,

_ which touched the level of Rs 408 crores

in 1975-76, have come down to.just about
Rs 90 crores so far this year. Despite the
output during the current crushing season
till lately being better than during the
corresponding period last year, no alloca-
tions have been made for export. The

. government is expected to make up its
to allocation of export quotas under . the .

mind shortly when the international price

_ situation prospects become clearer and

also some firm estimate is available of the

likely production this year. The latter

has assumed significance in view of the
fact that the drought in various sugarcane
growing areas is understood to have
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affected the sucrose content of sugarcane
and the earlier expectation of producing
around five million tonnes of sugar may
have to be revised downwards.

Concerning castor oil, the seminar noted
that with the production of this technical
oil in India expected to go up from about
1.5 lakh tonnes at present to a level of
nearly four lakh tonnes within a decade,
India could aim at exporting at least
40,000 tounes of castor oil per annum.
This year’s exports, however, are expected
to be higher around 60,000 tonnes in view '
of above-average output.

market study

The seminar recommended a market
study of the end-uses of caster oil with a
view to bridging the information gap. It
also laid a good deal of stress on the
economies of scale and exploration of new

‘markets.

In respect of linseed oil, the seminar
felt that although the world market had
been shrinking over the last decade, the
recent recovery in the demand for this oil
was heartening. India, it was pointed out,
could take advantage of the slow vacating
of the area under linseeds by the United

States as the other two main producers,

namely, Argentina and Canada, appeared
to be hesitant in extending the acreage
under this crop.

The seminar urged special treatment to
be accorded to the increasing of the unit-
area yields in the case of castorseeds and
linseeds. It was pointed out that the
opportunities for exporting castor oil
derivatives, such as sebacic acid, were
quite promising. It was emphasised that
the problems associated with export deve-
lopment of derivatives such as economies
of scale of production, wide fluctuations
in prices, high ocean freight and lack of
marketing arrangements needed attention.
A case for evolving a package incentive
programme for promoting exports of techni-

cal oils, it was felt, deserved consideration.

The seminar also stressed that in view
of the high unit-value of sal seeds, this
industry should be encouraged. Sal seed
fat, it was pointed out, was a good substi-
tote for cocoa-butter and, thus, there was

~ good export potential in this line. The

export potential of mango kernels too was
considered to be not insignificant. It was,
therefore, suggested that attention should
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be paid to the problem of organising
collection of these kernels for processing.
The seminar was of the view that India
might not lay any great emphasis on
encouraging the production of soyabeans,
for relative economics, specially in terms
of vegetable oil yield, did not favour this
production. 'Rice bran, it was felt, could
be better utilised for augmenting the
internal vegetable oil resources. <
In regard to exports of oilcakes, the
YSeminar suggested a clear-cut ennunciation

- of the policy by the government for a

rational coordination among the various
sectors of the industry.

In regard to tobacco, the seminar stres-
sed the need for a close study of the deve-
lopments in the demand structure and
pattern abroad. The health hazards
associated with cigarette smoking and
vigorous search for aiternative materials,
it was pointed out, were likely to alter the
demand pattern in none-too-distant a
future, The current trend, it was empha-
sised, was clearly for mild and low nico-
tine tobaccos. India, therefore, could not
depend wholly on black soil tobacco.
Emphasis should be on fast development
of light soil production ensuring high level
of quality. The development of flue-cured
virginia tobacco in the light soils of
Andhra Pradesh and the transition zone of
Karnataka should be vigorously pursued.

* *

With the Secretariat of Industrial
Approvals (SIA) having practically cleargd
the backlog of applications for letters of
intent and industrial licences, the minister
for Industry, Mr T.A. Pai, has expressed
confidence that it will be able to continue
its useful work more vigorously in the
future. o

In an informal talk with the members
of the consultative committee of Parlia-
ment attached to his ministry (the talk
had to be informal following the dissolu-
tion of all consultative committees of
Parliament as a result of the president
dissolving the Lok Sabha on the night of
January 18), Mr Pai disclosed last week
that the number of letters of intgnt issufad
during 1976 was 545 and that Qf mc‘lusttlnal
Jicences 662. He hoped that in view of
the improvement in the economy in the
recent past, about 1,000 letters. of . intent
would be converted into industrial licences
during the current calendar year. This
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-the economy did not suffer.

might involve capital resources to the tune
of Rs 10,000 crores. He assured that
following his discussions with the repre-
seatatives of financial institutions, the
necessary resources would be found for
all genuine entrepreneurs who were keen
on going ahead with their projects.

Mr Pai stated that the government was
particularly interested in the expansion of
the existing undertakings as this would
involve relatively lower investment than
going in for new projects. Another major
thrust of industrial policy, he stressed,
was encouraging of modernisation and
standardisation of the existing plants so
that production costs could be contained.

Mr Pai also emphasised that the govern-
ment was very keen on developing the
backward areas. Out of the letters of
intent and industrial licences issued in
1976, 176 letters of intent and 160 indus-
trial licences, he revealed, pertained to the
backward areas. With a view to provid-
ing further thrust to the development of
these areas, the government, he indicated,
had quite a few new incentive schemes
under consideration.

Mr Pai also dwelt upon the need for
mobilising the available resources into
desired directions. The aim, he observed,
was directing of resources into areas in
which scarcities were being felt so that
shortages could be eliminated in the next
couple of years.

& %

Several important decisions were taken
at the meeting of the chief executives of
public sector banks held here last week.
These included:

(i) While maintaining restraint on over-
all credit in the interest of containing the
prices spiral, bank advances should be so
redeployed that the neglected sectors of
This will
involve a certain measure of monetary and
credit discipline on the part of industry
and trade, especially in respect of credit
for building up inventories, Banks were,
however, asked in this connection to sce
that genuine productive endeavours and
seasonal requirements of the units produc-
ing mass consumption goods did not suffer
from inadequacy of credit facilities.

(i) Noless than 60 per cent of the
deposits from the rural and semi-urban
areas should be allocated for advances to

127

productive projects in these areas itself by
the end of the current Plan period. |
Currently, this credit-deposit ratio is
around 52 per cent. At the time of the
nationalisation of the leading banks in the
country, it was 37 per cent.

(iii) Credit deployment to the neglected
sectors should be fostered so as to achieve
the objective of 33.34 per cent of the
aggregate advances being made available
to these sectors (including advances agianst
foodgrains) by the end of March 1979.
At present this percentage is around 25.5.

(iv) District cradit plan for all the dis-
tricts in the country should be formulated
by the end of March 1978. Such plans have
been drawn up so far for 123 districts. The
banks were asked to report their progress
in this regard to the department of Banking.

(V) In regard to branch expansion,
banks were directed to open at least one
branch by the end of June 1978, in each
of the community development blocks in
the country. At present, about 900 of
these blocks do not have banking facilities.
~(vi) The implementation of the differen-
tial interest rate scheme, which has made a
tardy progress hitherto, should be expedit-
ed in terms of the target of providing 0.5
per cent of the overall bank advances
under this scheme. Currently, this pel%

centage works out to about 0.38. Bank
were told that the overall target did nof
apply to the aggregate banking advances]
it was equally applicable to individual
banks. They were, therefore, asked to
achieve this target individually.

" (vii) The guidelines laid down for thd
processing of and grant of bank credit tq
small borrowers should be strictly adhered
to. The applications of small borrowers
for loans upto Rs 10,000 should be dis
posed of within a month. In the case o
applicants desiring loans above Rs 10,000
the requests should be disposed of in no
more than three months, ‘

(vii) The banking industry shoul
make concerted efforts to improve furthe
service to customers and implement thi
recommendations of the committee whic]
went into this issue and. made a larg
number of recommendations in its interir
report submitted about a year ago.

(ix) The banks should also expedite th
recruitment of candidates from schedule
castes and scheduled tribes against the
reserved quotas. : ?
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Kudremukh : a dream comes true

in a falk broadcast over the Bangalore station of All india

Radio, which is reproduced here, the chairman-cum-managing director
of the Kudremukh {ron Ore Company Limited, gives an informative
account of a major mining and export project to which the country

is commitied. This scheme occupies a big place in Indo-Iranian
economic cooperation and could also mark a great technological
advance in mining, processing and transportation of iron ore, one ot

our principal mineral assets.

For MORE than ten years, the Kudremukh
Iron Ore Project has been in the public
view. The iron ore deposits in
Kudremukh, part of the Kudremukh-
Aroli-Gangamula range, were discovered
in 1913 by the late P.Sampath fyengar,
a renowned geologist of the then Mysore
state. But the country began to take
serious notice of it only in 1966. Then,
the National Mineral Development Cor-
poration started its pioneering investiga-
tions.

India abounds in high grade hematite
ore. There are enough deposits to feed
our own sieel plants and export to other
countries, The ore in the Kudremukh
region with comparatively low iron con-
tent would have remained unexploited
but for the recent technological advances
and certain favourable factors.

What are these technological advances
and what are the favourable factors?

The process of purifying the iron ore,
which we call benefication, was revolu-
tionised by the development of techniques
suited for low grade magnetite ores.
There was also a great leap in the
mechanism of transport of solids in slurry
form. The development of Mangalore
port, not far away from the ore body,
was yet another important and decisive
factor.

promotion ot trade

Under the able leadership of the
Shahanshah of Iran, the Imperial govern-
ment of Iran has shown keen interest in
promoting trade relations and technical
cooperation with India. On November
4 last year, the government of Iran
entered into an agreement with the
government of India, offering a credit of
630 million US dollars for the develop-
ment of the iron ore resources of
Kudremukh. Simultaneously, the National
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Iranian Steel Industries Company entered
into a contract for the purchase of {50
million tonnes of concentrate over a
period of 20 years, beginning from
September 1980. This would earn for the
country foreign exchange equivalent to
about Rs 2900 crores,

This contract is both a challenge and
opportunity. Challenge because this leaves
us with hardly four years to mine the
iron ore, beneficiate it, transport to the
new Mangalore port and ship the con-
centrate to Iran, particularly when the
technology to  be used is entirely new to
this country. There are constraints
imposed by nature. This hilly and
hazardous terrain receives about 7000

POINT
OF
VIEW

millimetres or 280 inches of annual raig-
fall, the third wettest spot in the world
and lashed by winds of 100 km per hour
velocity,

It is a great opportunity because thig
project will open the gates of the country
to vast strides of development in ore
preparation and open up other mines in
the region. Our engineers and techno-
logists will have tremendous scope to
work with new techniques and will be
exposed to new technology practised in
advanced countries. :

The undeveloped area of Malnad where
Kudremukh is situated would sgaq ham
with activities with the formation of
roads, communications and infrastructural
facilities. The deepening and modernisa-
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tion of Mangalore port will stimulate the
export trade.

Well. Now you may ask: “What is 50
special about the Kudremukh ore that it

should wait for the latest technology 1°
unearth it 7"

The known deposits of iron ore iftf
north India which feed the steel plants of

Bhilai, Bokaro, Burnpur, Durgapul
Rourkela and Jamshedpur are ©f
hematite variety. Certain parts of south
India are rich in magnetite iron ore
Kudremukh ore, though a prcdomiﬂa“ﬁy
magnetite ore also has hematite.

There are two main ore zoncs:

(1) The weathered ore which forms the
upper weathered crust of the ranges:

(2 The primary ore which constitutes
the inner core of the ore body.

zone of transition

In between the two, there is a zone of
transition which represents the interme-
diate s?ﬂgc of weathering. The inner core
of primary ore is very hard (onl
the soft weathered, trapsitional hard
weathered ore and hard wcathered of¢
estimated to be 610 million tonnes Wil
be explojted presently.)

The iron content of the ore is 39 P¢'
cent compared to the richer deposits ©
bematite ore elsewhere of plus 60 pef
cent.  Kudremukh ore has, therefor®
.to be enriched to 66.5 per cent to make
it & viable commodity for sale.

H.ow do we mine this difficult ore and
enrich it?

This is precisely the job of Kudremukb
Iron  Ore Company. Established it
April 1976 our organisation has beed
entrusted with the task of mining, enrich-
ingand transporting the ore as slurry ¥
Mangalore and to ship it to Iran by
September 1980, Qur headquarters are if
Bangalore, in Karnataka. Much of th®
design and backroom work are being
done here,

The complete project work, including
plannmg,. design, engineering, procure-
ent, project management, supervision 89
well as operation of the plant for the frst
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three years, under the overall supervision
of Kudremukh Iron Ore Company, has
been entrusted to Canadian Met-Chem
Consultants. They are our mining asso-
ciate and engineering constructor. Being
a subsidiary of the US Steel Corporation,
Met-Chem bring to their work a great
wealth of experience and expertise and
the technical back-up of some of the
finest talents in the western hemisphere.

Now to acquaint you with the opera-
tion of this project.

The ore will bz drilled, blasted and
crushed to small lumps. The crushed pro-
duct will go to the concentrator plant.
Here it will be fed with water to auto-
genous grinding mills which are being
used for the first time in the country.
These are large rotating drums where
hard ore and weathered soft ore parti-
cles tumble around and grind each other
down to small particles. The material is
concentrated by magnetic separator first
and then by gravity spirals. The process
is repeated to achieve a product of about
66 per cent iron content.

prevention of pollution

Every year, nearly 20 million tonnes of
ore will be mined of which 18.5 million
tonnes will be fed in the concentrator
plant. Nearly 7.5 million tonnes of ore
concentrate will be recovered and the
balance disposed of as tailings with
water. The tailings will be conveyed to
two earthen dams built across Singsara
and Lakya rivers, tributaries of the
Bhadra. This will prevent pollution of
Bhadra river. The concentrate is pumped
with water through a 70-km long pipeline
to Mangalore. Here the slurry, as the
ore and water mixture is called, will be
dewatered and made into concentrate
cakes and stored. This concentrate will
be exported to Iran in special ships of
30,000 to 60,000 DWT capacity.

We are taking every precaution to
prevent ecological disturbance and en-
vironmental pollution. The ore body
itself, stretching to a length of six kilo-

metres and laterally about 800 metres, is

absolutely bald. The only trees are along
the Bhadra river and in the valleys,

We are planning an exhaustive affores-
tation programme on the grassy slopes
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of the mining area, under the expert
advice of a Forestry and Ecology Adviser.
Suitable species of trees will be planted
adopting the latest soil and moisture con-
servation techniques. Due to the heavy
moisture of the area atmospheric pollu-
tion will be minimal. The township plan-
ned along the natural contours of the
hills will have all the modern facilities.
The Bhagawathi forest and the adjoining
areas are proposed to be declared as
reserve arel and will be protected from
unauthorised cutting of trees.

resettlement problem

Fortunately we are not faced with any
big problem of resettlement of displac:d
persons. There are hardly 66 displaced
families and with the help of the govern-
ment of Karnataka, houses are being
built to accommodate these families. We
also hope to provide job at least for one
member of each of these families.

It is not merely in the fi:ld of construc-
tion of houses the Karnataka govern-
ment is helping us. The entire govern-
ment machinery has extended to us its
unstinted cooperation. The state PWD
are constructing the approach road and
also houses for the displaced families.
The Karnataka State Electricity Board
has provided us with the initial power
requirements for construction. I am ex-
tremely grateful to the chief minister
and the Industries minister for their con-
tinuous and consistent help, encourage-
ment and guidance. Besides the state
PWD, another agency which has helped
us a great deal is the Military Engineering
Service, who assist us in buil ling bridges
and houses. ‘

The Post and Telegraphs author!tics
have been and are very prompt in offering

their services. Communication facilities
from Bangalore to Kudremukh, Manga-
lore, Dethi and Montreal have been
established and are functioning smoothly.
We are getting equally good cooperation
from all central government depart-
ments and agencies. T am indeed grateful
to them,

Though the overall construction res-
ponsibility for the project rests with
Met-Chem, Indian experience and skills
are fully utilised. Hindustan Steelworks
Construction Company, a public sector
organisation, is entrusted with major
civil engineering and stru-tural work.
MECON, a public sector consultancy, is
closely associated with the detailed engi-
neering of the project. More Indian

- public and private sector organisations will

find opportunities as we go along in our
swift stride.

earnest endeavour

We are constantly reminded of our
obligations to the country which has
entrusted us with this project on a “War-
footing”. I am borrowing a cliche. But
then if you look at our adherence to time
schedule, system and adoption of modern
methods and
engineer, every man and woman in our
team, you will appreciate our earnestness
in achieving the goal.

The select band of Kudremukh team
with proven expertise in special fields has
taken to this project in the spirit of the
crusaders. Their goal is September 1980
when the first shipment of Kudremukh
iron ore concentrate will leave the Indian
shores for the ports of Iran.

When it does, the first act of the saga
would be over.,
The exciting saga will go on.

— —_ \
Attention Subscribers F
All subscribers are requested to notify the non-
receipt of a particular issue within a month of the date
of publication failing which it may not be possible to
provide replacement copy.-
L o . Lo Manager !
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Afforestation in drought prohe areas

The author has made a study of the drou'ght-prone districts of
Panchmabhals and come to the conclusion that as the area under forest

declines the incidence of drought increases.

He recommends various

species suitable for planting in different soils in the area.

IT1s common knowledge that there has
been denudation of forests and indiscrimi-
nate felling of trees during the last few
ye?drs. The result is that the country is
affected by climatic changes and recurrent
drought and floods. For the drought prone
areas of the country, the implementation
of scientific afforestation policy therefore
assumes great importance. An attempt
has been made in this article to study the
role of afforestation in a drought prone
district of Panchmahals, Gujarat state.
Though it is 4 case study, the inferences
arrived at may fairly be generalised.
Drought Prone Areas Programmes
covers eight Talukas out of 11 Talukas
of the district. It essentially aims at the
development of agriculture and subsidiary
sources of income so as to mitigate the
severity of the effects of drought. The
soil in the project area is generally shallow
and its fertility is reduced due to poor and
gparse covering and scattered tree growth.
There are large blank patches and there is
an absence of natural regeneration in the
forests. Hence artificial regeneration by
afforestation is necessary.  Ecological
balance can only be restored by having
adequate tree cover over a soil protected

against erosion.

declining area

The area under forests in the Pancha-
mahals is quite high (29 per cent of total
area) as compared to state area (9 per
cent of the total area). But year after
year the area under forest is declining and
leading to frequent occurrence of scarcity
#0d drought conditions in the region.
Table 1 provides the data about the area
under forest and incidence of drought in
the recent past.

Table I reveals that as area under forest
decreases the incidence of _drough.t
increases. In other words, there is a posi-

‘tive relationship between area under forests

and incidence of drought. Betwee.n 1966-
67 and 1972-73 the net decline in area
under forest was 36,200 hectares in the
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Panchmahals district. It was observed
that while villagers, farmers, cattle grazers
and children do cut a few twigs and small
trees to meet their domestic needs, the
timber contractors and their clients are
mainly responsible for vast denudation of
forests in the region without employing
scientific methods.

A proper afforestation programme will
serve the dual purpose of giving Adivasis
suitable employment and increasing the
soil fertility by raising subsoil water table,
It will prevent erosion and limit the
frequent occurance of scarcity and drought
conditions. In any scheme of afforestation
in the drought prone area it is essential to
study in detail the types of soil, avail.
ability of water etc. before recommending

- POINT OF VIEW
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~ Generally in the drought prone areas
trees such as Ber, Babul, Sitapal, Neem
etc. may be planted. Table II recommends
the names of trees with their preference to
soil types for scientific afforestation.

In drought prone areas, as far as possible,
short duration and quick growing trees
must bz included in the afforestation pro-
gramme. It is learnt that Eucalyptus can
be felled 7-8 years after planting which
fetches a net income between Rs 350 and
400 per acre in the region when plante
on field borders and bunds. R

A programme of afforestation work has
already been taken up by the DPAP autho-
rity. But no programme, however brilliantly
conceived, can succeed without getting the
local support. This can be secured
by directly employing rural labour and
payment of wages to them directly. In this
context the following recommendations

suitable trees and other forest plants. merit consideration for an effective
TasBLE |
Area under Forest and Incidence of Drought
Year 1966-67 1968.69 1972-73

Area under forests ("000 hectares) 257.6 239.2 221.0
Incidence of drought
1. No. of talukas affected 11 11 11
2. No. of villages affected by scarcity

(Total villages=1903) 1,503 1,650 1,757
3. Population affected NA 10,44,373 11,00,000
4. Area affected in sq kms

(Total area =8,866 sq kms) 6,273.00 7,051.00  8,031.45

TABLE IT
Recommended Species

Type of soils

Trees

Alluvial and sandy soils

Bamboo, Eucalyptus, Mulberry, Ber, Jackfruit,

Accacia etc.

Red and loam soils

Casuarina, Bamboo, Ber, Eucalyptus, Neem,

Teak, Tamarind etc.

Black and brown soils

Mango, Babul, Mulberry etc.

131

" JANUARY 28, 1977



afforestation programme in the drought
prone district.

It will be appropriate to know the
land use pattern of the district before plan-
ning afforestation programme to be carried
out. The present land use pattern of
Panchmahals for which data are available
is as follows:

Hectares

Total geographical area of

the district 8,94,000
Forest 2,21,000
Barren uncultivable land 59,000
Land put to non-agricultural

uses 17,000
Cultivable waste 31,000
Permanent pastures and other

grazing lands 38,000
Land under miscellaneous tree

crops and groves -
Current fallows 37,000
Other fallow land 6,000
Total cropped area 5,55,000

The above land use pattern reveals that
there is vast scope in the Panchmahals
district for afforestation. 1t is interesting
to note that there is no land in the district
under miscellaneous tree crop and groves.
There is in addition vast barren and culti-
vable waste land in the district. Such areas
should be brought under trees and other
forest plants.

A comprehensive Panchmahals district
afforestation plan based on the available
type and texture of soil survey is necessary
for scientific afforestation.

Afforestation scheme should have the
following objectives:

(a) More production of fuel wood for
replacing cowdung. The bulk of rural
population virtually depends upon the
trees on farm and community land as well
as from reserved and protected forests to
meet their growing requirements of fuel
wood and small timber for agricultural
implements and rural housing.

(b) Fodder supply.

(c) Protection of agricultural land/
fields against wind ; and

(d) Recreational needs.

Indiscriminate felling of trees shou-ld
be prevented by enacting necessary legis-
lation. Intensive propaganda is necessary
to preparc the villagers to accept the ided
of afforestation. In this direction NSS,
Planning Forum, Social Service Leagu¢
and NCC volunteers may be drafted.

Farmers should be motivated foO%,
farm forestry or social forestry to meet tﬁf@?
demands of the fuel wood, fodder, etc
Institutions such as agricultural colleges,
agricultural research station and forest
department may be engaged in this work.

Afforestation  association/tree Jovers’
club may be formed in each village involv-
ing the rural youth and farmers in the
village, with the sarpanch as its chairman-

Village forestry on the village common
land, banks, bunds of tanks, roads etc:
may be established with needed assistance
in cash and kind.

Please send your enquiries to :

ANOTHER MILESTONE BY ‘ISARC’ IN
IMPORT SUBSTITUTION

CHROMIUM COPPER CASTINGS
& WROUGHT PRODUCTS :

@ Resistance Welding Electrodes & Discs-Rolled, heat-treated upto 650 mm In
dia and 50 mm in thickness ,

O Resistance Welding TIPS and special size components forged, heat-treated
and machined :

® RODS upto 65 mm in dia, rolled, heat-treated and machined

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu-
facturers, Radiator and Allied Industries

THE INDIAN SMELTING &
REFINING CO. LTD.

(Non-Ferrous Division)

L.B. Shastri Marg, Bhandup, Bombay-400 078

Cable; LUCKY, Bhandup,

Bombay.
Phone : 584381 Y

Teley : I1SARC 011.2334
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New courses: differing

E. B. Brook

The contrasting methods of Britain and the USA getting their economies
right serves to point to the extreme complexity of modern state planning
and lo the almost equal influence of outside criticism and local

Y requirements, says the author.

Two MAJOR states in what is generally
known as the ‘West® are off on a new
economic course.  Britain, recipient of
both an IMF loan of $ 3.9 billion over
three years and of a medium-term credit
facility of a further $3 billion from Basie’s
Bank of Internationat Settlements has
like a sinner partly forgiven, started on a
course of spending cuts that is already
producing squeals from local authorities
and the public as education plans have to
be abandoned, new houses threaten to
become scarcer by the spring and food
prices to rise as subsidies are withdrawn.
While the British are out to save $1 billion

this year from their spending programmes

mounting unemployment at the risk of
adding up to $16 billion, more to the
fiscal deficit of about § 75 billion, the
British, watched by the IMF and their
Market partners, will be undergoing an
uncommon exercise in almost painful
economy combined, in all probability,
with some increase in worklessness.

The two contrasted methods of getting
two democratic economies right serves
to point to the extreme complexity of
modern state planning and to the almost
equal influence of outside criticism and
local requirements. They highlight, also,
the differing, almost opposite, problems
of statesmen trying to right the economic

~ WINDOW

ON

THE WORLD

and a further $1.5 billion next year, the
new American president, Mr Carter, has
outlined an almost opposite type of pro-
gramme. For the next two years, if he
can get his ideas past Congress, the US
public will enjoy extensive tax cuts while
embarking on a public-works programme
which will cost something like $30 billion.
President Carter’'s economy-recovery
package spreads this heavy spendiqg
almost equally over the same two years it
which the British will be cutting back
their expenditure to meet the requirements
of the International Monetary Fund’s loan

terms.

While the basic American aim. is to
create jobs and fight back seriously-

EASTERN ECONOMIST

situation of a country depending heavily
on foreign trade for its well being and
those of another whose basic economy is
so strong that foreign trade concerns
less than 10 per cent of its economic
consideration.

Contrasting, also, are the current reac-
tions of the two peoples. While the
Americans watch with some concern new
experimentation with their fiscal and eco-
nomic position, the British, despite com-
plaints, are feeling definitely more reas-
sured than they were only one month
ago. Government stocks have been the
most popular ‘buy’ with the money-minded
for some weeks; the international value
of the £ has improved moderately and
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directions

there is a feeling in the air that Britain
is past the trough in its affairs and mov-
ing slowly back uphill, although still un-
comfortably near its lowest-ever point.
The experiences of the last few years,
and especially of 1976, may have done
the British no little good in impressing on
them that real effort is still necessary for
success and that Market partners are part-
ners and not subjects. It is to be hoped
that as their prosperity slowly revives -
none of their previous illusions return,

next evil day

No one seriously wants recovery in
Britain tobe too sudden or to develop
too quickly. A too-quickly recovering £ |
could remove from Britain its present
benefit of sending out cheap exports that
sell readily. Such a development could (
smother  the great overseas selling |
campaign. The Bank of England is likely '
to drop its sales of foreign currency |
reserves and, instead, buy pounds to pre- |
vent falls in the slightly improved rate. .
Pounds will be spent no longer to slow
a slide in its value but to stockpile once
again stocks of US dollars and other
hard currencies to build. reserves afresh;
against the next evil day. !

One result of the feverish falls and.
rises in values of currencies almost every-
where has been a marked increase in
smuggling. The West Germans have.
just decided to tighten up their already
fairly draconian regulations and penal-
ties; the British Customs and Excise.
collected 25 per cent more duty last year—
approaching £ 10,000 million—partly in
fines from unsuccessful smugglers. Far
more was smuggled than was detected.
Currency smuggling from Britain was
probably about £ 10 million, three parts
of which is suspected to have been suc-
cessful. Nearly two million cigars evaded:
the customs. Of total world move-
ment of various forms of tobacco manu-
factures it is estimated by comparin:
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manufactured totals and export figures
that more than a quarter of all such
manufactures reach the consumer clandes-
tinely. Often popular cigarettes are
illegally exported and then reimported to
become the most serious competitor in
sales of those cigrettes offered in normal
trading.

Only when national economies and cur-
rency values have recaptured their rela-
tively normal levels is it probable that
more rational trading methods will be
resumed. Not only is smuggling wide-
spread at great profit to the operators in
high trading areas such as Europe and
North America; figures and other forms
of statistics suggest that up to at least a
quarter and sometimes considerably more
of the trade in all forms of more expen-
sive commodities or popular luxuries
pass illegally also in Asia, Africa and
Latia America.

The slow progress of world trade talks

. through GATT in Geneva in the form of
the almost forgotten so-called ‘Tokyvo
Round’ is not deterring governments
~ from taking or, at least, seriously discus-

sing, sizeable efforts in protective legis-
lation. One such is the International
Trade Commission’s recommendation to
the US Administration to restrict imports
of footwear. A quota of 265 million
pairs of shoes has been suggested as the
-maximum that should enter the USA at
current duty rates. All imports in excess
should be subject to much higher duties.
This would mean a modification of the
1974 US trade taw.  Restrictions would
hit non-communist and communist states
and a sizcable number of industrially
developing countries. These would in-
clude Taiwan, South Korea and Brazil
and, to a lesser extent, India, Hong Kong,
Mexico and Spain.  Shoes imports have
also been a source of complaint in
Britain where some shoe factories have
closed. In the USA 274 shoe factories
have closed in th: last six years and
65,000 workers have lost their jobs.

The USA is worried also because such
social movements as the British Trade
Union Congress’s commitment to hold
pay increases to a 4.5 per ceat ceiling as
part of its ‘social contract’ and similar

relatively low wage increasc agreements

in such large-output states as Italy and
Japan has made the USA a high-rate
wage increase area once again by compa-
rison. Its wage-increasc rate last year
was 8.1 per cent compared with one of
only five per cent in Japan and of seven
per cent even in West Germany. Higher
wage rate increases elsewherc have since
moderated and the shift towards parity
between the Unitcd States and European

basic wages, exclusive of fringe beneﬁts,{f ;

is being halted, With a president com-t
ing in with an employment-intensive pro-

gramme, unemployment as his first

target for improvement and a fast-spend-

ing plan for industrial and social develop-

ment any unfavourable contrast with

either west Europe or Japan is most un-

welcome. The new man in White House

will be in too much of a spot-light posi-

tionin his first twelve months to have

time for such marginal matters but, if
the trend continues, the wages question

may become strong enough to cause him

political discomfort as time goes on

and moves towards the next presidential

election.

US Commission on stockpiling

Sam Burks

Limited economic stockpiling of critical imported materials—whether
incorporated in existing strategic stockpiles or in a separate public
reserve—can be “an appropriate tool"” to help protect the

nation's economy from abrupt and severe supply disruptions.

This is the conclusion arrived at by a special US study on shortages.

IN A REPORT to Congress made public on
January 10, the National Commission on
Supplies and Shortages noted that all
available “‘geologic, economic and demo-
graphic evidence” indicates that no
physical lack of resources or cartel
action is likely to “seriously strain our
economic growth for the next quarter
century and probably for generations
thereafter.”

The report warns, however, that longer
lead times, larger capita requirements for
plant construction and product develop-
. ment—together with possible short-term
“cartel pricing actions and embargoes —
require a stronger US government role
in interpreting and supplementing market
activity.
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The commission said that no stockpile
should be used to stabilise domestic prices
for raw materials. But it found that “a
public stockpile of certain imported
critical materials is a worthwhile insurance
against sudden and servere supply disrup-
tions and that domestic economic stock-
piles held in cooperation with major
consuming nations could deter cartels of
foreign producers.”

Even this limited recommendation was
opposed by three Ford administration
officials on the commission, chairman
Alan Greenspan of the President’s Council
of Economic Advisers, Sccretary of the
Trgasﬁry William  Simon, and James
Lynn, ‘Director of the Office of Manage-
ment and Budget. In a dijssent filed as
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part of the report, they suggested that
stockpiling by private business would be
sufficient to cushion the impact of any
sudden supply disruption. They said
that “private firms tend to stockpile on
the basis of the perceive-do risk of supply
interruptions,” and questioned whether
the government could do a better job of
estimating suck risks.

The rest of the commission, made up
largely of members of Congress, private
economists, and representatives of busi-
ness and labour, argued that “if stock-
piling is considered desirable as protec-
tion against future supply disruptions or
short-term market imbalances, public
stockpiling will have to be undertaken.”

The commission said that an economic
stockpile aimed at stabilising world
prices would have to be much larger and
more expensive than the type they
recommended.

The National Commission on Supplies
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and Shortages is an executive agency
created by Congress to address growing
public concerns over resources avail'abi-
lity, dependence on imported materials,
and the ability to deal effectively with
shortages.

In its reprot, the commission indicates
its opposition to several aspects of the
Ford administration’s announced plans
for restructuring the national strategic
stockpile. These new requirements are
based on estimates of US defence and civi-
lian needs over a three-year full war-time
mobilisation period. Targets established
imply a stockpile that will be worth about
$ 10,700 million at 1975 prices, as com-
pared with $ 6,900 million worth of inven-
tory in December 1975 and $ 1,100
million worth in 1973.

Under the new targets the US govern-
ment will become a major buyer of
alumina, copper, cobalt, cadmium,
platinum, zinc, lead and hicke:l. Large
existing inventories of chromium and
manganese will be retained; existing
stocks of bauxite will be refined into
alumina, and sizeable quantities of silver,
tin, bismuth, mercury and antimony will

be sold. The restructuring is to be
carried out over 10 to 15 years and will
require Congressional approval.

If the stockpile is enlarged as proposed
by the Ford administration, the commis-
sion recommends that authorising legis-
lation be amended to permit use of the
strategic stockpile for ‘“‘economic” pro-
gress in the event of a “‘severe disruption”
in the supply of critical material.

The commission supports the creation
of a separate economic stockpile if Con-
gress does not permit the strategic stock-
pile to be built up to the levels presently
contemplated or if economic use of its
materials is denied.

In the food area, the commission favours
creation of a national grain stockpile to
be used for both humanitarian and price
stabilising purposes. It recommends that
the United States take the lead in nego-
tiation of a series of multilateral grain
stockpiles to be held in other producer
nations around the world.

The commission was skeptical about the
possibilities of commodity agreements.
It did favour policies to reduce non-

commercial risks for foreign investments i
raw materials production and an increa
in the capital of the Internation
Finance Corporation.

Regarding the widespread concern ove
supply availability and the dependabilit)
of imports, the commission said:

“Our review of the evidence convince
us that resource exhaustion is not a seri
ous possibility within the foreseeabl
future. Though estimates of world resource
of most commodities seem to indicag
that only a few years supply is on han
those figures should be viewed in thei
proper context. To the vaning industry]
reserves are like food in the pantry. The
no more represent the ultimate stock g
raw materials available than does th
stock of food ina pantry represent t
ultimate quantity available to a family.

“However, we should not be unco
cerned about the world-resource pictu
If population growth is not checked a
if our energy supplies are not made mo
adequate and more secure, s€rious pro
lems will eventually result. Issues su
as these, not worries about the curre

Which is the original ?

Hard to tell with copies
made on the
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A Over 100 companles and dovetnment
1 agencies have effected new economiet,
§ increased efficiency through faster

d handling of paperwork by using the
Korestat Copier.

The Korestat Copier

o produces dry, permanent copies onpapet,’
cloth, transparencies and plastic shaets
o reproduces originals in contact,
enlarged or reduced size

® copies books, files and other .
documents without tearing, cutting or
removing sheets from files ‘

e makes metal/paper offset litho masters,
Korestam o reproduces halftones with special

tone-tray
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has various attachments to suit
individual requirements

The Kores team of trained service
personnel is always on hand to give
ogerational guidance and prompt
after-sales service.

india’s first xerographic copier

KQRQIN
Businass Machines Limited 2
Plot No. 10, Off Dr. E.Moses Road ;

Worli, Bombay 400 018 .
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fuantity of raw materials in our ‘pantry’
hould occupy our attention.

“With regard to import dependence, the
ommission believes that the growth in
retroleum imports has helped to foster a
aisconception. Except for petroleum, our
ependence has increased only modestly.
Jnless we decide for environmental
easons tolimit the growth of minerals

production in this country or to increase
our self-sufficiency through major govern-
ment support programmes (a policy this
commission does not favour), the outlook
is for a continued gradual growth in our
imports. It should be pointed out, how-
ever, that this country’s level of depen-
dence presently is substantially below that
of most other industrialised countries.

Investments in Dutch
industry and research

In 1974 private enterprises in the Netherlands spent over f 2090 million
on research work, which represents a rise of almost 17 per cent

over 1973.

"HE CENTRAL Bureau of Statistics in
7oorburg, The Hague, has published
‘igures relating to investments in Dutch
adustry in 1975, 1976 and 1977. The
lata for 1975 have been obtained from
. comprehensive survey of 14,000 con-
erns with 10 or more employees. The
igures for 1976 and 1977 relate to expected
avestments and are based on a random
urvey conducted in May 1976. All
.mounts are in actual prices.

Investments in the chemical industry
ose by eight per cent in 1975, and further

: ncreases of 53and 18 per cent respec-
+ively are expected for the two subse-

e s e

— A - -

juent years. The metal industry willrecord
he following changes for the three years
n question: 1975: 4 2 per cent 1976: —
2 per cent and 1977: — 13 per cent.

In 1974 private enterprise in the Nether-
ands spent over f 2.090 million on
esearch work (by its own employees);
his represents a rise of almost 17 per cent
wer 1973, As in previous years the metal
nd chemical industries together accounted
or more than 80 per cent of this expendi-
ure. These data have been derived from
he results of an annual survey conducted
oy the Netherlands Central Bureau of
itatistics. Personnel costs totalled f 1,247
ipillion in 1974, 60 per cent- of total
xpenditure, The number of employees
avolved in research (expressed in man-
‘ears) had dropped from 29,989, in 1971
3 27,775 in 1974,

Y There has been little change in the

pantitative relationship between the
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various sectors in recent years, Expendi-
ture on research and development work

“Rather than become overly worried
about dependence, we should consider
the issues recently raised by the Third
World countries concerning the produc-
tion and sale of raw materials and work
with them toward viable solutions. And
Wwe must also be prepared to protect our-
selves against the effects of actual of
threatened supply disruption.” —USIS

by private euterprise in the Netherlands
(in the “B” disciplines—mathematics,
natural science, technical and medical
disciplines and agricultural science) during

the period 1970-74 was as given in Table
Il below.

TABLE 1

Investments in Datch Industry

Extraction of minerals*
Manufacturing industry
of which:
Food, drink and tobacco industry
Textile industry
Petroleum industry
Chemical industry
Metal industry
Other industry
Building industry
Public utilities
of which:
Electricity undertakings
Gas undertakings
Water supply undertakings
Total industry

(in millions of guilders)
IR

fixed assets

1975 1976 1977
(cstimated)
S S ene

1,350 970 —
6,177 6,108 6,231
1,441 1,067 1,207
165 139 144
227 184 176
1,359 2,082 2,452
1,992 1,753 1,521
993 882 731
626 -
2,826 2,931 2,979
1,961 2,024 2,038
359 404 430
506 504 512
10,979 — —

*Including investments in the Dutch sector of the Continental shelf.

TABLE 11

Research and Development Expenditure by

Private Enterprises in Netherlands
(in millions of guilders)

Metal industry
Chemical industry

Food, drink and tobacco industry
Other industries

Non-industrial sectors
All enterprises

1970 1971 19127 1973 1974
621 750 924 943 1 094

483 525 537 553 668
92 99 99 13 127

34 35 38 43 41
05 16 123 133 160
1335 1505 1721 179 2,090

136

JANUARY 28, 1976

The latest political deve-
lopments have come as a breath of fresh
air. We must all see to it that the air
remains fresh and not turm stale, giving
out a stench. It is really very important
that the election should be free and fair.
This is a common responsibility and its
due discharge must be a shared function
of all political parties, the mass media
and each and every official, semi-official or
non-official agency having anything at all
to do with the election. The ruling party
and the administration, however, have
certain special and specific obligations.
Among them is the scrupulous avoidance
of the use of government resources or the
abuse of public resources for the promo-
tion of the party’s fortunes at the polls. A
sincere effort should be made to impart
a non-partisan character to the coverage
of news or presentation of views by
SAMACHAR and ALL INDIA RADIO
(and TV). The feasibility of panels .of
non-party public personalities  being
attached to these institutions for the
duration, so that an eye may be kept on
their functioning, is worth being looked
into. In any case, no interlopers—what-
ever may be their public role or official
designation—should be allowed to interest
themselves in or influence the day-to-day
functioning of SAMACHAR or A.LL
INDIA RADIO or TV in partls:an
directions when it is dealing - with election
news or activity in the country.

Press consorship has been lifted by the
central government. The word has gone
to state capitals to give effect to t%ns
decision immediately. This direcfn'/e
should be honoured in letter and spirit.
Journalists and their organizations should
interest themselves in ensuring th?.t local
administrations do not drgg their feet.
Apart from censorship various methods
have been used to pressurise the press.
We should be able to assume that these
coercive exercises will also stop. There
is no reason to believe that the cause or

the case of the ruling party will net
receive adequate coverage or fair freat-
ment in the pages of newspapers or
periodicals in the normal course; and it
should certainly be no part of the aim
of the party in power to put up obstacles
in the way of the opposition being simi-
larly served.

Doubts have heen ex-
pressed about the election being held in
a clean and impartial manner. Opposi-
tion politicians are under a professional
obligation to express such doubts. At the
same time, it cannot be denied that large
numbers of citizens are genuinely appre-
hensive, This is because of the political
history of the past 18 months. They may
however allow themselves to be reassured
by the fact that there is no great need
for the party in power to go out of its way
to secure a verdict in jts favour, It has
been suggested in some quarters that the
prime minjster’s election decision is a
gamble. This could be true only in the
sense that she is gambling on a certainty.
It is as certain as anything in politics or
life could be that her party would be
returned to Lok Sabha with a comfortable
majority. Its leadership, therefore, has a
clear interest in not courting charges of
election-rigging. The credibility of a vote
returning it to power will be in direct
proportion to the demonstrable cleanliness
of the polling process. In this sense,
Mrs Gandhi is bound to be more con-
cerned with the quality of this vote than
its quantity. There are definite prospects
then of the election being conducted, by
and large, in @ manaer cousistent with the
proprieties normal to this event or
process.

The short notice at which the election
will be held, it is generally believed, ought
to restrict the role of money in the
wooing of voters by candidates or their
parties. The argument is somewhat
as follows. Since opposition parties do
not have enough time to build up their

OVING
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war chests, they may have to operate o
shoe-string budgets and this would mea
that there would be less temptation fo
or pressure on the ruling party to loose
its own purse-strings much. Incidentally
it is also being said in this connection tha
even if opposition politicians are given a
the time in the world, they would still n
be able to attract really big money to the
party coffers for obvious reasons. For t
party in power, of course, money has nev
been a problem and it must be even le
of a problem in the present circumstance:

Since it is clear enoug
that the ruling party will get back to Lo
Sabha with a good enough majority, t
practical aim of the main oppositi
complex should be to put up as impre
sive a show as possible so that the co
cept of a plausible constitutional altern:
tive to the Congress party of Mrs Gand
becomes less nebulous and the possibil
tiesof a viable two-party parliamenta
system can be taken more seriously
the citizens of this country.

It is of course too early for either si
to count its chickens. A reasonably cle
picture will emerge only after the ruli
party has been able to nominate its can
dates with a minimum of internal disse
sions or factional infighting or the oppo
tion complex has been able to coordin
policy, strategy and above all the pers
nality factor at individual and gro
levels with a minimum of mental rese
tions on the part of its top leaders.

We must be grateful f

whatever tickles our sense of humo
these days. Addressing the sadhus at t]
Kumbh Mela, Mrs Gandhi advised thi
to work among the people to remo
superstitions. This is rather like exho
ing Casanova to preach against the vio
tion by women of their marriage vo
I must confess, however, that I am
amused by her government’s action in
incarnating its chief censor into its ch
press adviser. What is its principal inf
mation officer meant to be? A QMS p
pillar? If the idea merely was to rew
Mr D’Penha for services rendered, a
public Day award
should have suffic-
ed. His “advice”
ought to be vigi-
lantly watched.

\Y%
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Central Ordnance Depot. Delhi Cantt-110010

The Commandant invites sealed tenders addressed to Commandant
0D, Delhi Cantt for supply of the following stores from approved con-
ractors on the list of DGS&D and those registered with the other Govt.
departments including Ordnance Supply will be made according to the
rawings and specifications obtainable from the _Chtef Inspectorate of
Tehicles, Ahmednagar/$abalpur for MT items, Chief Inspectorate (Engrs.
tores) DIGI PUNE-15 for machinery items on payment of Rs 6 per
rawing or at the price asspecified by them by remitting the amount in
dvance. Samples of the items can be seen in this depot on any working
-ay between 0900 to 1300 hrs. Inspection: Inspection of pilot sample/butk
1pplies will be carried out by the following inspectors: ‘

ITEM SERIAL NUMBER INSPECTING AUTHORITY
10, 16, 18 to 22 & 25 CIV AHMEDNAGAR

1to 5,9, 11 to 15, 23 & 26 1V JABALPUR

6,7, 8,17, 24, 26 & 27 CIE DIGI PUNE-15

29 CIM KANPUR

GENERAL INSTRUCTIONS : Tender forms and conditions govern-
ig the supply can be had from the Local Purchase Office, COD, Delhi
‘antton payment of Rs 2 for each item payable by MRO for local firms
1d by crossed postal order for outside firms addressed to Commandant
"OD Delhi Canttin adv.ance which is not refundable. Money Order will
>t be accepted. Issue of MRO's/Tender forms will be stopped three days
sfor to the opening of quotation. While applying for tender form, firms

. 'erequired to give their regis‘ration number and daté if registercd with
1y Govt. agency for supply of stores. Request for tender forms should be
‘ade separately for each item through a separate letter,

While applying for tender form, firms are requested to enclose self-
‘fdressed envelope consisting of Rs. 2.35 for one tender form and 0.25
-pise stamp for each additional tender forms.

| OPENING DATE OF QUOTATION
TEM SERIAL NUMBER DATE AND TIME OF OPENING

9. 16961-4-LV7-NSN-DP LV7/NSN  Assy cushion
V/86350-

44700
10, 16704-219-MT7-
76-DP

LV6/MT7
3110-000816 90.488 x 20 498mm. In HOFT

asset seat, For
Truck | Ton D4AWT3N Qty 370 Nos
Sample is available,

Brg ball single thrust 5202

1042, SKF/400196. Lorry 4 Ton
4 x4 GS DODGE. Qty 370 Nos.
Wire £ Truck 1 Ten 4 x4 NISSAN
D4W73N. Qty 318 Nos.

Sample is available.

Lining fricticn. For Truck 1 Ton
434 NISSAN D4W73N. Qty 150
Nos. Sample is available.

2520-000333 Pacing friction. Applicability as above.

11, 16961-47-NSN- LV7/NSN
DP-76 XOWF3-
00149
12, 16901-LV7-NSN- LV7/NSN
82/PROV-77-DP  2520-
000832
13. 16961-LV7-NSN- LV7-NSN
82-PROV-76-DP 54010-
45700
14, 16961-LV7-NSN- LV7/NSN
5-77-PROV-DP 2920.
000048

15, 16961-03-LV7-NSN LV7-NSN

PROV-76-PD 2840-

000095

16. 16704-332-MT7
DP-75 3no-

000384

LV6/MT7

17. 17003-W3-56-76-DF WX-0239

18. 16704--152.

to 15 8 March, 1977
i6 to 29 11 March, 1977
. Case/File No. S:ction/ Designation/
Jo. Part No. Description/Spn.
1) @ 3 “
. 16961-LV7/TMB-  LV7/TMB Special wrench for fuel line
60-PROV-76-DP 000 589 0703 17x19mm opening. Qty 480 Nos.
For all TMB Models.  Sample is
. available. .
16961-LV7-NSN- LV7/NSN Spring leaf No 3 rearspring
58 PROV-76-DP  2510,000180 For Truck ! Ton 4x4 NISSAN,
~——————— Car Patrol 60. Qts 465 Nos. Sample
55023-45700 is available.
55020-44720 Assy spring rear LH. Applicability
as above. Qty 200 Nos, Sampleis
: available.
16961-01-LV7- LV7/NSN Bulb TVs (Lucas) 12 Volts 48/50

NSN-PROV-77-DP LU 414-12V  For NSN TRUCK 1 Ton and Car
Patrol 605 CWT. Qty 89000 Nos.
Sag\gle ’i? available,

.8 ATM Radiator Cap For Ly 3
Ton 4x4 GS Shaktimanp4l%l(l)1’%R
Qty. 2000 Nos; Sample is available.

16961-LV7-MAN- LV7/MAN
68 PROV-76-DP  VFJ/13/0503

MTI13-DP 76
19. 16704-201-MT2- LV6/MT2
76-DP 5120-
000743
20. 16704-197-LV6-  LV6/MT?2
MT2-76-DP 5120-99-
803.0256
21, 16704-256-LV6-  LV6-MT4
MT4-Dp 2920-
000422

22, 16704-LV6-MT3- LV6-MT3

206-76-PROV-DP 6240-99
995-1248

23. 16961-LV7-NSN- LV7.NSN

9-PROV-DP  21020.

24, 17003-W3.68 \fvml
. “W3-68.  W3.L/NIV-
75-DP 25757

16961 43-NSN-76/ LV7/NSN Shoe iined leading ‘' For NISSAN”
PROV/76.DP 2530-000670 é)ne lTQn D4W73N. Qty 500 Nos. :
ample is available. 25, 16961.LV7.TR.
17003-W3 82-76- W3-NIV-1- Industrial furnace box type hori- 100—PRS/J-;(J}} lcll(])vllf?;
PROV-75-DP 2980 zontal rectangular electric. Qty 1 D}
No. Specification will be provided 26. 17003-W3.55.  WX.0358
at the time of issue of tender form. 74-DP
: Accessories/Literature required.
17003-W3-126 W4 0144 Press straightening screw hand .
PROV-73.DP operated 60 Ton 1220mm (48"
: ‘ g}%iiléél(g?;nm (;12") Spn No~ R
D/ENG/PROV/C415.  * Accesws-a7. 17083:W3.97. ‘WX
sories/Literature required as c;e:;:.ﬂ 7|6- W3 97 ¢ W’S‘””‘-;
specificdticn. e P DS
17003-W4-64- W4/ WX- _Wheel wire scratch brush steef = Voo WA
76-DP 62 crimped steel shed 300mm (12 28, 16961527,]%v7. LU«414-
% Va1V

3 dia x 50mm (2”) width x 31" 8m,
borex0.254mm (33 medium mV\(/]CR
Dg No 1332_—C (Canning) Qty 390
Nos. Sample is available.
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LV6/MT13 Bonnet
IA-130294 For

Qty 3600 N¢s. Sample is available.
Assy spring front. For Car_Patrol
60 Qty 400 Nos. Sample is available.

Distributor Tgni*ion system. For Truck
I Ton 4 x4 NISSAN™ D4W7IN  Qty
135 Nos. Sample is available.
Shcek Absorber Frent. For Truck 1
Ton 4x4 DIW73IN. Qty 400 Nos.
Sample is available. .
Shcck Absorb. r Rear. Applicability as
abeve. Qty 430 Nos. Sampleis
available.
Brg Ball JNL S/ROW 8°mm x150mm
X 25mm 00 Fit. Inf HOFF/185, R &M-
LJ 85, SKF-6217 FBC-6217 and poll
185. Qty 455 Nos. Sample is available.
Machine Grinding plain Cylindrical
Hydraulic precision 250mm dia swing
over table 900mm between  centres
415 VAC. Spn No IND/ENG/PROV/
0532 Qty 1 Nos.

cover and Radiatcr Muff.
Truck 1 Ton 4x4 DODGE
Power Wagon Qty 110 Nos. Sample i8
avatlable,
Extractor  pully rivet Motor Cycle
chain. Common user item. Qty 3120
Nos. Sample is wvailable. ‘
Sockct spanner 820 in As Drg No.
CHEME(V) 1092/2. Qty 1620 Nos.
Sample is available.
Commulator Assy for Lorry 3 Ton
4 x4 SHAKTIMAN Lorry 3 Ton4 x4
TMB Qty 450 Nos.
Lamp filament 12 Volts 3.6 Watt MCC
Clear. Qty 69000 Nos. Sample IS
available,
Assy vane shaft. For Truck | Ton 4 x4
NISSAN DiW73N. Qty 1100 Nos.
Sample is available.
Hydraulic Test set consisting of one
Double acting Air. Hydro pump Radio
1-256 mounted on a framework com=
plete with reserveir and  connection
pipe work single pressure stop vaive
and hydraulic gwge (107) dia 3-40000
Psi, Qty 1 Nos, )
Specification will be provided with
Tender Form.
Cover canvis 2438 mm>x 1701, 8mm
Trailer | Ton Whid GS Qty 400 Nos.
Sample is available,
Detector crack magnet with 760mm.
longx43.755 C42 maximum sectional
area 240 HAC Ac :essories/Literature
Requi ed as per Spn No IND/ENG/
PROV 0102. Qty1 Nos. Sample is

~ avallable

- 17400 Nok. Sample is available.
. ylbe pr

£

e et
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Drill electric portable light duty 6.35mm
dia’MS 240 VAC. Qty 40 Nos. Sam
r(l},gxgllabk. Spn No IND/ENGPRO

-Bulb TVS (Lucas) 12 Volts 40/50 Qty

Electeo ankilyser. Qty 1 Nos. Spn.,!;i"
Vided along with tho tender form.
£ 0 davp 684(111RE
N “:%
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State Plans

Tue PLANNING Commission
Bas finalised annual Plan out-
iays of Punjab, Karnataka,
Haryana, Nagaland, Tripura
and North-Western Council
for 1977-78 in discussions with

state leaders. The outlays
will be: Punjab Rs 257.50
crore, Karnataka Rs 230
crore, Haryana Rs 143.40
crore, Nagaland, Rs 19.27

crore, Tripura Rs 15.78 crore
and North-Fastern Council
Rs 26.78 crore.

Punjab

Punjab's outlay finalised at
a meeting with chief minister
Mr Z4il Singh, has been fixed at
Rs 257.50 crore—Rs 35.50 crore
more than the current year’s
annual Plan. The state’s fifth
Plan outlay is Rs 1,013.49
crore. Actual expenditure
during 1974-75 was Rs 137.05
crore and in 1975-76 Rs 167.25
crore. The approved outlay for
the two terminal years of the
fifth Plan (1977-79) is Rs 500

crore.

Punjab will provide adequa-
tely far the steeply increased
outlay on Beas power and
irrigafion project. 1t will also
meet the needs of the accele-
rated ! growth for the rural
slectrification, elementry edu-
catiorf and communications.

Nagaﬁmd

Naéaland ‘governor MrL.P:.:

Singh' attended the meeting
to finalise the states annual
Plan gt Rs 15.78 crore. Mr
S. Seagupta, chief minister of
Triputa attended the meeting
on behalf of Tripura. ~“The
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fifth Plan outlay for Nagaland
is of the order of Rs 83.63
crore. The actual expenditure
was Rs 14.67 in 1974-75 and
Rs 15.82 crore in 1975-76.
The approved outlay for
1976-77 is Rs 17.70 crore, and
for the two terminal years of
the fifth Plan Rs 36.09
crore,

Tripura

For Tripura, the actual ex-
penditure was Rs 10.18 crore
for 1974-75. Approved outlay
for 1977-79 is Rs 32.65 crore.
Greater attention would have
to be paid to the development
of rubber and possibly coffee
and tea. Its immense poten-
tialities for growing these
items were stressed.

North-Eastern Council

The outlay for the annual
Plan 1977-78 for North-Eastern
Council is Rs 26.78 crore
including Rs 4.80 crore for
agriculture  and allied pro-
grammes. A provision of Rs 83
lakh has been made for foun-
dation of seed potato farms

in Manipur, Nagaland, Arupa-

chal Pradesh, Megbhalaya and
Mizoram and for regional
ginger station, Mizoram.

. Karnataka

The outlay of Rs 230 crore
for Karnataka is Rs [4.07
crore more than’ provided in
the eurrént year’s Plan. ~Chief
minister Mr Devraj Urs and
state Finance minister Mr M.Y.
Ghorpade attended the meet~
ing. ‘The annual Plan takes
care of the priority sectors
ensuring that the high invest-

b

ment on Kalanadi and Cauvery
project is maintained without
affecting the progress in the
social services sector. Karna-
taka’s fifth Plan is of the
order of Rs 997.67 crore.
The actual expenditure was
Rs 121.52 crore in 1974-75
and Rs 176.13 crore in 1975-76.
The approved outlay for the
two terminal years of the
fifth Plan is Rs 495 crores.

Haryana

The Planning Commission
has sanctioned Rs 148.40 cror:
for Haryana'’s annual Plan
1977-78. The outlay was
finalised at a meetins between
deputy chairman of the Planning
Commission Mr P.N, Haksar,
and state chief minister Mr B.D.
Gupta. THe meeting was also
attended by minister of state for
Planning, Mr Sankar Ghose.
The sectoral allocation is:
agriculture and allied services
Rs 10.83 crore; cooperation
Rs 22.75 crore; water and
power development Rs 104.61
crore: industry and minerals
Rs 2.56 crore; transport and
communication Rs 10.63 crore;
and social and community
services Rs 15.87 crore.

Haryana has allocated nea{fr]y
70 per cent of its current and
next year’s planned allocation
to irrigation and. power. In
absolute terms, out of ‘the
total of Rs 137 crore and
Rs 148.40 crore in 1976-77 and
1977-78, Rs 93.58 crore and

Rs 104.6 crore will be under
this head.

LIC Business

The Life Insurance Corpora-
tion of India has recorded an
increase of 7.3 per cent in its
individual business during the
nine months, from April to
December last calendar year
over the corresponding pefiod
of 1975, Its business went up
from Rs 1253 crores to Rs 1380
crores, including foreign busi-
ness of Rs 10.28 crores. The
number of policies also in-
creased from 1,273,230 to
1,335,925 during this period.

The southern zone with
completed business of Rs 388
crores and 423,764 policies
emerged on the top followed
by the western zone with a
business of Rs 335 crores and
315,207 policies. The eastern,
the cential and the northern
zones recorded business of
Rs 225 crores:; Rs 224 crores
and Rs 193 crores, respectively.
The number of policies booked
by these zones stood at
247,379, 208,032 and 159,147.
The number of foreign policies
was 2,396.

Economic Sea Zone

This country has notified a
200-mile exclusive economic
zone into the seas from the
coastline. India will have ex-
clusive jurivdiction to exploit
fishery resources, petroleum
and natural gas, minerals,
chemicals and plants and set
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For Sale from. Readly Stock/€x-Manufacture
(1) Sulphuric-Acid 987, (2) Oleum 209,
Delivery: Normally within 30 days of Firm’s Prepaid

order,

details.
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up offshore terminals and make a netwotk of farm informa-

other economic uses of the
zone.

The government has issued
two notifications—first, under
the Maritime Zones Act
1976 (the territorial waters,
maritime continental shelf,
exclusive economic and other
Maritime Zones Act 1976) and
the second, a notification
specifying the limits of historic
waters of India in the Palk
Strait, Palk Bay and the Guif
of Manaar. No person, includ-
ing a foreign government will
explore or exploit the resources
of the economic zone without
obtaining a licence or letter of
authority from the government
of India according to the noti-
fication,

Awards for Chemical
Manufacturers

The Indian Chemical Manu-
facturers Association has an-
nounced the names of six
winners of P.C. Award for 1976.
The awards will be handed
over to the winners at the
annual meeting of ICMA in
March next.

Gujarat State Fertilizer Com-
pany Ltd (GSFC) has won two
awards; one for the develop-
ment of forward technology
and the other for social progress
in the chemical industry. GSFC
has the distinction of being
the first in adopting steam-
naphtha reforming process
for the production of ammonia
and also double contact—
double absorption system in
the sulphuric acid plant. The
company is also a pioneer in
the development of a process
for the removal of phosphate
and fluorine from effluent
waters and evolving special
techniques for combatting air
pollution. The second award
has been given to the company
for its massive effort to educate
farmers and spread the gospel
of scientific cultivation through
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tion centres-cum-depots and
through  organisation of
demonstration meetings, semi-
nars and conferences in the
rural areas.

Hindustan Lever ILtd has
won the award for develop-

ment of indigenous technology
in processing and harnessing
of non-traditional oils such as
castor oil and rice-bran oil as
also other minor oils like
neem, karanja and kusum sal.
The company has succeeded
in upgrading these non-edible

oils to laundry soap grade raw
materials and in some cases even
to toilet soap grade materials,
without recourse to capital-
intensive process such as fatty
acid distillation.

An award for the export of
technology has been conferred

AND

precautions :

coming in.

overhead wires.

the speed.

electricity rules.

SAFE MANNERS

ELECTRIC TRAINS

The section from Mughalsarai to New Delhi/Delhi of the Northern
Railway has been electrified. .

All passengers travelling over the section are requested in the
interest of their personal safety, to observe the following

* Do not stand near the edge of a plattormwhen an electric train is

* Do not cross the tracks when an electric train is approaching.
* Do not travel on the roof | You run the danger of being struck by

* Do not cross before a moving electric train. It is difficult to guess

* Do notcome within a range of 2 metres of traction wire and
do not carry anything which might infringe the safety radius.

*Do not lean out of the carriage doors or windows lest you strike
against electric installations.

* Do not touch bare:handed any person who is in contact with live
wire. A wooden stlck_, rubber or paper or paper or any other non-
conductor of electricity should be used, if need be.

The railway.will not bg responsible for the loss to person or
property caused by negligence on their part to abide by the general

ISSUED IN THE INTEREST OF
SAFETY OF TRAVELLING PUBLIC
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NORTHERN RAILWAY
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upon Gwalior Rayon "Silk Mfg
(Wvg) Co Ltd. The company
has exported to the Republic
of Korea technology for the
manufacture of viscose staple
fibre. It has also supplied the
entire plant for the Korean
project.

The award for process
designing and process engineer-
ing of chemical plants goes to

0 companies namely,
{arsen & Toubro Ltd. and
Engineers India Ltd. Larsen
gets this award for the manu-
facture of highly sophisticated
equipment in India for
nuclear and thermal power
plant projects, petrochemical
and fertiliser - projects and
other allied industries. It
has also carried out the
process designing and process
engineering of a number of
important chemical plants.
Engineers India Ltd—another
winner of this award—has
contributed to the indigenous
arowth of  petrochemicals,
fertilisers and allied industries.

Relaxations in
Emergency

In a broadcast to the
nation on January 18, 1977,
the prime minister while
announcing the holding of
elections in March 1977, had
stated that “‘the rules of emer-
gency are being further rela?(e.d
to permit all legitimate activi-
ties necessary for the recognis-
ed parties to put forth their
points of view”. Accordingly
the state governments WCIC
advised to: (a) expedite the re-
lease of political detenus held
under Maintenance of Internal
Security Act and also review
the cases being proceeded
against under the Defence an‘d
Internal Security of India
Rules; (b) that public meet.ir}gs
fof normal political activity
and electioneering  purposes
should be allowed freely; (c)
Section 16A of MISA may
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not be invoked except against
members of the banned or-
ganisations. If any exception
is at all required to be made
the same may be done with the
prior approval of the central
government. The central go-
vernment has further decided
to withdraw powers enjoyed by
the state governments under
the Defence and Internal
Security of India Rules regard-
ing restrictions and control of
movement of persons and vehi-
cles, punishment for prejudical
acts, control of meetings etc.

Press Censorship
Withdrawn

In keeping with the assurance
given by the prime minister
in her broadcast on January
18, 1977 and the statement
made by the minister of Infor-
mation and Broadcasting, Mr
Vidya Charan Shukla, on
January 20, 1977 not to enforce
censorship on the press, the
government has issued orders,
according to which, the organi-
sation of the chief censor will
cease to function -with effect
from January 21. Instructions
were being issued to revoke
pre-censorship  orders wher-
ever they had been imposed.
Instructions were also issued to
withdraw all orders for for-
feiture of printing presses and
deposit of security for viola-
tion of censorship orders.

Bright Bars and Wire
Drawing Industries

The ministry of Industry
has decided to permit manufac-
turers of bright bars and mild
steel products to diversify
their production up to 25 per
cent of their licenced capacity.
The units producing bright
bars will now be able to diver-
sify into the production of
mild steel wires, while wire
drawing units producing mild
steel wire products can diversify
into the production of bright
bars. This facility will be

available to all undertakings
coming under the above cate-
gories, The above decision
was taken by the ministry of
Industry in pursuance of
the government’s policy to
permit fuller utilisation of
existing installed capacity and
to allow flexibility in produc-
tion for improving the econo-
mic viability of industrial units
engaged in the manufacture
of industrial machinery,
machine-tools, electri cal equip-
ment and steel castings, etc.
Bright bar and mild steel
wire products units wishing to
diversify may submit their
application in Form IL along
with a photostat copy of
their industrial licence. Details
of installed capacity with
actual production during the
previous 12 months and the
production achieved by them

during the previous three finan-
cial years should be mentioned.
The estimated production of
bright bars and mild steel wires
after diversification may also
be stated.

IDBI Operations

The main highlight of the
operations of the Industrial
Development Bank of India
IDBI during the first half (July-
December 1976) of the current
accounting year was a sub-
stantial step-up of 30 per cent
in both sanctions and uti-
lisation of assistance as come
pared with the correspond-
ing period of the previous
year. The total assistance san-
ctioned aggregated Rs 2459
crores as compared to
Rs 176.3 crores during July-
December 1975, the number of
applications sanctioned having

PHONE 26886

QUALITY
MANUEACTLRING
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gone up impressively from
4,569 to 5,950. The assistance
utilised was higher at Rs 160.1
crores as against Rs 115.2
crores in  July-December
1975.

Direct industrial assistance
sanctioned rose from Rs 38.4
crores in respect of 40 pro-
jects during July-December
1975 to Rs 66.2 crores cover-
ing 78 projects in July-Decem-
ber 1976—an increase of about
82 per cent in the number of
projects assisted and 72 per
cent in value of sanctions. Of
73 projects, 44 were located/
will be located in the specified
backward districts, concessional
assistanced sanction to such
projects being Rs 31.9 crores.
Around 44 per cent of direct
assistance was claimed by 28
projects belonging to five high

SR -

priority industries viz., ferti-
lizer, paper, sugar, textiles and
cement. The balance sanctions
were in respect of othercore
sector industries such as basic
and miscellaneous chemicals,
iron and steel, industrial machi-
nery etc.

Sanctions under the machi-
nery bills rediscounting scheme
increased by 57 per cent from
Rs 40.8 crores during July-
December 1975 to Rs 64 crore
during July-December. 1976,
Around 33 per cent of the
assistance during July-Decem-
ber 1976 was availed of by pub-
lic sector utility undertakings
such as state electricity board
and state road transport
corporations as compared to
only 14 per cent during the
corresponding period of the
previous year.

Sanctions under refinance of
industrial toans at Rs 1039
crores were higher by 36 per
cent compared to Rs 76.3 crores
in July-December 1975. The
number of sanctions also went
up from 3.937 to 5,269. About
61 per cent of the refinance
in terms of value and 91 per
cent in terms of number of
applications was in respect
of small-scale industries and
small road transport operators.
In the field of export flnance,
sanctions under refinance of
export credits increased from
Rs 0.5 crore on five applica-
tions to Rs 2.6 crores on seven
applications; the sanctions
under direct participation credit
were Rs 5.9 crores on four ap-
plications as compared to
Rs 12.2 crores on seven appli-

cations in July-December 1975,

IDBI Assistance—Sanctioned and Utilised

The sanctions were mainly in
respect of export of railway
wagons and coaches, sugar
mill machinery and bus chassis
to Uganda, Kenya and Sri
Lanka.

The total effective sanctions
since inception of IDBI till the

end of December 1976
amounted to Rs 1978.4 crores
(excluding  guarantees  fgr

Rs 34.3 crores). The totat
utilisation of assistance aggre-
gated Rs 1389.8 crores. The
table below : (i) compares
the assistance  sanctioned/
utilised under different sche-
mes of lending during the half
year July-December 1976 with
that in the corresponding
period of 1975; and (ii) gives
the total assistance sanctioned/
utilised since the IDBI com-

(In crores of rupees)

Assistance sanctioned (effective)

Assistance utilised

. July- July- July 1964- July- July-  July 1964
Type of assistance December  December December December December  December
1975 1976 1976 1975 1976 1976
1. Direct loans to industrial concerns
(other than for exports) 36.65 55.69 491.73 14.74 35.70 296 .01
2. Underwriting of and direct subscriptions
to shares and debentures of industrial
concerns 1.72 10.46 87.33 18 2.69 42 .86
3. Refinance of industrial loans 76.26 103.88 580.89 42.76 58.64 408.37
4. Rediscounting of bills 40.78 64.01 560.50 31.57 47.35 452 24
5. Subscriptions to shares and bonds '
of financial institutions 7.10 3.36 75.03 7.09 2.64 71.49
Total project assistance 162.51 237.40 1975.48 99.;4 147.02 1270.97
6. Directloans for exports 12.18 5.89 99.74 7.66 10. l—; 64.11
7. Refinance of export credits 0.47 2.60 50.46 6.76 0.43 43‘59‘
8. Overseas buyers’ credit 1.18 — 12.21 —_— ]' 51 ]' 81
9. Foreign lines of credit — —_ 20.50 1.39 l..04 9'33
Total of 1 to 9 176.34 245.89 1978.39 115.15 160.14 1389.81
10. Guarantees for loans and deferred payments — — — 26.73 —_ — 19.5#
11. Export guarantee 1.99 2.90 7.57 0.45* 2.77% 7.43%
*Guarantee executed.
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menced its opcrations in July
1976.

Rupee-Dollar Rate
The floor/ceiling rates for
purchase and sale of US dollar
currency notes by authorised
dealers and money-changers
from/to the public have been
revised, with effect from
January 19, the Reserve Bank
announced recently. The new
rates for buying and selling
"one US dollar are: Rs 8.60
and Rs 9.00, respectively. The
previous rates were: buying
Rs 8.50 and selling Rs 8.90.

Marketing Awards
The Institute of Marketing
and Management-Toshiba
Anand  Batteries  Limited
«Marketing Man of the Year”
gold award for 1977 has been
won by Dr A. Das Gupta,
General Manager, Interna-
tional Division, Engineering
Project India Ltd (EPI) a public
sector undertaking, headed by
Mr Mohd Fazal. The company
,bagged several contracts over-

“ seas including building of citics

from scratch. Dr A. Das Gupta
also delivered the annual
lecture on Marketing Horizons
on January 25, 1977 under the
chairmanship of Syed Mir
Qasim, union minister of
Civil Supplies - and Coopera-
tion.

The two silver awards were
won by Mr B.R. Bhandari,
group executive, State Trad-
ing Corporation of India Ltd.
and Dr M.D. Shukla, mana-
ger (marketing), Bharat Heavy
Electrical Ltd. These awards
are also a recognition of top

~class performance in market-
ing by these companies. The

awards were handed over at
a special ceremony by the
President - of  India on
January 24, 1977. A panel of
judges headed by Brig. B.J.
Shahaney, Secretary, Technical
Development,  ministry  of
Industry, considered nearly
40 enteries.

Capacity Utilisation in
Engineering Industry

The Engineering Export
Promotion Council (EEPC) has
identified 11 industries in which
substantial unutilised capacity
exists. With some support
from the government that vast
capacity could be fully utilised
resulting in raising the export
earnings from  engineering
goods by another Rs 100 crores
over the next two years. The
11 industries are : steel tubes
and pipes, wire ropes, com-
mercial vehicles, castings and
forgings, textile machinery,
batteries, bicycles, power-
driven pumps, electric motors,
wagons and coaches, as well as
wires and cables.

The EEPC has identified
these industries having, on an

average, 50 per cent unutilised
capacity after discussing the
subject with individual com-
panies both in Bombay and
New Delhi. This micro-level
approach will continue and
EEPC may identify more sec-
tors where unutilised capacity
could be used for raising
exports. The Industry minister,
Mr T.A. Pai, is keen that the
engineering industry should
make full use of the present
unutilised capacity to raise
both production and exports.
The EEPC’s efforts in locating
areas where substantial un-
utilised capacity exists and
which can be exploited for
stepping up exports with mimi-
mum of government support
and import of equipment, are
a follow up of official interest
shown in the subject.

Engineering Exports to
West Asia

The government has decided
to adopt a multipronged
strategy to bridge the infor-
mation gap in west Asian and
north African countries in
regard to India’s engineering

capabilities. The Secretary,
department of Heavy Industry,
Mr Mantosh Sondhi, disclosed
recentlty that an intensive
publicity campaign would be
launched in this region and
foreign exchange would be
made available for this pur-
pose. Films on specific indus-
tries were already being made
and the commentaries would
be dubbed in a number of
foreign  languages initially
English, French and Arabic.
He was speaking at a seminer
on engineering exports to these
countries organised by the
Association of India Engineer-
ing Industry (AIEI) to coin-
cide with the visit of Indian
envoys to this region. About
20 ambassadors from Saudi
Arabia, Iran Iraq, Morocco,
Kuwait and Libya among
other countries participated
in discussions, along with
representatives from both pri-
vate and public sector under-
takings. In this context AIEI
president, Mr. F.A.A. Jasdan-
walla announced that the
association had decided to set
up an office in Saudi Arabia.

Directorate of Purchase
and Stores
Department of Automic Energy
Palton Road, Bombay-400001

Tender No: DPS/NAPP/
(PPED)/EEQ/33 to be opened
on 10-2-77 for KV, 10000 Amps,
insulated phase bus duct, has
been extended upto 10-3-77
3 p.m.). davp 645(379)76

faﬁz‘em fconom[ﬁt 30 yea 74 Qyo

JAN. 31, 1947

G

Courtesy at the international level would appear
to be declining from the war-time level when it
reached nobler heights, than normally, if the
report appearing in the press that <“the USA is
determined to start collection of reparations from
Japan immediately, even without full agreement
on the terms with Russia and other war-time
allies’’ is true. The news report gives this message
as from the announcement by the US State and
officials in a broadcast in
Washington. It appears also that the Director of
the State Department Office for Far Eastern
Affairs has announced that an urgent instruction
to General Mac-Arthur is under consideration

war Department

to start early removal of Japanese industrial
plants and equipment. It might be conceded that
in sofar as the USA has contributed most
towards the overthrow of the Japanese in the
East, its part of the Japanse reparations will be
the heaviest; but itis rather difficult to under-
stand the haste and ungentlemanly manner on
which USA seems to be made up in taking her part
of the reparations, It may be mentioned here
that at the German Reparations Conference
where there were a larger number of countries
whose claims for reparations were recognised,
substantial satisfaction seems to have been
obtained by most of the allies.
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COMFPANY
 AFFAIRS

Kirloskar Brothers
AFTER MEETING all expenses
and making provisions for
depreciation and taxation and
other adjustments Kirloskar
Brothers Ltd has earned
during the year ended July 31,
1976 a profit of Rs 58.44
lakhs. The directors have
recommended an equity divi-
dend of eight per cent for
1975-76. Though this means
a drop of two points compared
to the previous year, the
amount Rs 16.35 lakhs to be
disbursed by way of equity
dividend will be one-third
more than in 1974-75 since
the bonus shares issued in
July 1976 will rank for divi-
dend.

Direct Sales

The company has terminat-
ed the distribution agreement
with Kirloskar Tractors Ltd
for sale of tractors from Sep-
tember 1, 1976. This decision
became unavoidable owing to
the change in conditions in
the last three years. The
remuneration on sale of trac-
tors was very meagre and did

_not bear a fair relationship to
the investments required to be
made and the costs required to
be incurred for promoting the
sale of tractors and rendering
adequate service to customers.
Moreover interest rates also
increased in the last three
years. This business, there-
fore, had become unremunera-
tive to the company and its fur-
ther continuance would haye
only resulted in an erosion in
the profits of the company.

In the first four months of
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the current year sales have
continued to increase as com-
pared to last year and the
flow of incoming orders for
company’s products  except
for machine tools is quite
satisfactory.

MICO

Exports of Motor Industries
Co Ltd (MICO) reached a
record level of Rs 117.8 mil-
lion in 1976, an increase of
more than 30 per cent over
the 1975 figures. The export
earnings of the company were
considerably higher than the
value of imports and other
outgoings. The net foreign
exchange earnings of the com-
pany amounted to Rs 70 million
in 1976.

While the bulk of MICO’s

exports goes to West Ger-
many, France, Italy, Spain,
Brazil, Argentina and the

USSR, there has been a signi-
ficant improvement in MICO’s
exports to Sri Lanka, Thai-
land, Malaysia, Singapore
and Bangladesh.

Enfield India

A new popular model “En-
field 200’ incorporating very
many new features was intro-
duced in the market by Enfield
India Ltd early last week,
The new motor cycle has been
so designed that it competes
with popular foreign brands
in overseas markets. The salient
features of the new model are
that it has the economy of the
earlier popular model crusader
and gives 38 km per litre of
petrol. Itis elegant and has
a better brake system than the
previous models. Moreover it

has been made possible to
change the wheel in a matter
of minutes after a puncture
which is not possible in any
other motorcycle.

The production of Enfield
200 during February would be
of the order of 500 units and
would be raised to 800 vehi-
cles per month from March
onwards.

Enfield India besides meet-
ing the country’s needs has
entered foreign markets for
the sale of its motorcycles. Tt
has received orders from
Nigeria and have enquiries
from Holland, the UK, West
Germany, Kenya and Uganda.

Calico Mills

The turnover of Calico
Mills has almost quadrupled
in the last 10 years and has
now reached about Rs 100
crores as a result of the rapid
implementation of the scheme
of expansion and diversifica-
tion in its three major opera-
ting divisions — Textiles and
Garments at  Ahmedabad,
Chemicals and Plastics at
Bombay and Synthetic Fibres
at Baroda. Expansion of the
Polyester Fibre Plant to twice
its present production capacity
and the setting up of a modern
textile processing plant are
under active consideration.

In view of the increasing
magnitude and complexity of
the task of management,
therefore, Mr Gautam Sara-
bhai and Mr Suhrid Sarabhai
have recommended to the
board of directors that the
operating management of the
company should henceforth
the entrusted to managing
directors. Accordingly, Mes-
sts H.T. Bhavnani and B.V.
Bhatt, until now general
managers, will be appointed
managing directors, subject
to the approval of the share.-
holders and government. As
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Mr Bhavnani wishes to be pos-
ted at Bombay due to perso-
nal reasons, the Chemijcals &
Plastics Division will be look-
ed after by him and the Synthe-

tic Fibre Division by Mr
Bhatt.
As an interim  mecasute,

Mr Kher, director, has con-

- sented to look after the Tex-

tile Division up to March

1978, after which it will be
handed back to Mr Bhatt. |
Thus, each major operating
division will receive concen-
trated attention of a top cxe-
cutive of the company station-
ed at the principal centre of
activity of the division.

Calico has more than 52,000
shareholders and Mr B.U.
Balsari, until now General
Manager, Finance and It.
Secrctary of the company,
will be appointed a whole-
time director, subject to the
approval of the sharcholders
and government and will be
in charge of company affairs
and Internil Management
Audit,

The board of directors will
be assisted in its task of gene-
ral supervision and control
of the affairs of the company,
by a standing committee of
directors taking joint respon-
sibility, with Mr Suhrid Sara-
bhai as Honorary Chairman,
Mr S.A. Kher as Deputy
Chairman, and the Managing
Directors and wholetime dir-
ectors as members,

Automobile Products
of India

The turnover of Automobile
Products of India during the
first five months of the current
year has improved to Rs 8.6
crores from Rs 8,1 crores in
the same period of last year.
Production was 18 per cent
higher than in the correspon-
ding period of the preceding
year. The company has earn-
ed a gross profit of Rs 34
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lakhs and after depreciation
the net profit would be in the
region of Rs 10 lakhs.

The hike in oil prices coup-
led with credit restraint had
disturbed the operations of the
company. The company, how-
ever, hopes to return to the
dividend list within the shor-
test possible time.

The machinery, stores and

. other assets of the Lucknow

division have been shifted to
the - Aurangabad plant and
commercial production of the
rod ends is expected to start
there shortly. \

Indian Oxygen

Indian Oxygen Ltd has
reported impressive improve-
ments in its working results
during the year ended Sep-
tember 30, 1976. The com-
pany’s turnover at Rs 44.39
crores inclusive of transport
and other recoveries, was 14.8

per cent higher than in
1974-75. The higher turnover
reflects  mainly  increased

volumetric sales of almost all
products. A much improvgd
industrial relations climate In
the company and reduced
power constraints  enabled
better utilisation to be made
of production facilities during
the year.

The sales of the gases divi-
sion at Rs 21.73 crores were
Rs 2.91 crores more tha.n in
the preceding year. Hfgher
volumetric sales were achleYed
despite increasing competition
especially in major products.
The special gases centre com-
missioned during 1975 had a
satisfactory year and its pro-
ducts served vital and techpx-
callyadvanced industries which
were hitherto dependent upon
imports for their requirements.
Arrangements are in a advanc-
ed stage to implement the
letter of intent for the manu-
facture of argon at its Jam-

shedpur factory. A further
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letter of intent was also reciev-
ed in September 1976 permit-
ting installation of manufac-
turing facilities for hydrogen
at its Asansol factory. Steps
to implement the project have
been initiated.

Electrode and equipment

division's sales at Rs 16,55
crores were Rs 2.40 crores
higher than in 1974-75. The
division continued with vigour

its development programmes..

New electric welding equip-
ment introduced includes semi-
automatic and automatic weld-

ing equipment, micro plasma
welding equipment and a new
air cooled torch. A variety of
new electrodes was introduced
in the market, including spe-
cial electrodes for pipe weld-
ing, for welding medium and
high tensile steels and for a
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variety of hard facing appli-
sations. The company has
also received the government’s
approval to  manufacture
plasma cutting equipment and
this will be put in hand short-
ly. In the field of medical
equipment a ward vacuum
unit and an advanced anaes-
thetic machine -— the Boyle
Major — were launched and
initial customer response is
encouraging.

Sales of liquid oxygen explo-
sives at Rs 78 lakhs were the
highest for several years and
exceeded the previous year’s
figure by Rs 25 lakhs.

The plantand manufacturing
department’s sales at Rs 1.58
crores were Rs 64 lakhs lower
than in 1974-75. However it
is encouraging that an export
‘order for an oxygen plant has
recently been secured with the
.assistance of BOC. Incidentally
this is the first export order
won by our country for an
oxygen plant. Moreover the
technical collaborations agree-
ment with Cryoplants Ltd,
London, for the manufacture
of low pressure air separation
plants and nitrogen generators,
has also been finalised recently.

Exports sales at Rs 90 lakhs
‘were 34 per cent larger than
‘in the preceding year. Most
of the sales were of the com-
pany’s own products, although
there was an increase in the
sale of non-traditional pro-

. ducts manufactured by others,

mostly small scale units.

The profit for the year before
taxation amounted to Rs 4.80

crores as against Rs 3.40 crores -

while the profit after tax stood
higher at Rs 1.72crores as
against Rs 1.45 crores in the
preceding year. The directors
have declared an equity divi-’

dend of 18 per cent for
1975-76.
At the annual general
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meeting of the company
to be held on February 9,
proposals will be made to raise
the authorised capital of the
company from Rs 8 crores to
Rs 12 crores. The directors
will also recommend at this
meeting a proposal for increas-
ing the subscribed capital by
the issue of 20,53,333 new
ordinary shares of Rs 10 each
as a bonus scrip issue in the
ratio of one share for every
three shares held. As a result
the paid-up capital of the com-
pany would stand  at
Rs 8,21,33,300. These obser-
vations are contained in the
chairman, Mr K.D. Moore’s
annual statement circulated to
the shareholders of the com-

pany.

Unit Yrust

The sale of units of the
Unit Trust of India for the
half year ended December 31,
1976 amounted to Rs 21.09
crores against Rs 12.88 crores
in the corresponding period
last year. The repurchases
declined to Rs 4.11 crores
from Rs 7.95 crores. As a
result, there has been an
increase in net inflow to
Rs 16.98 crores from Rs 4.93
crores,

Of the half year’s totai
sales, Rs 33.56 lakhs were
invested ~ by  non-residents
under 312 applications as
against Rs 11.39 lakhs under
112 applications during the
corresponding period of last
year,

Sales under the Children’s
Gift Plan, which is a part of
1964 scheme, aggregated
Rs 34.72 lakhs during the
half year as against Rs- 27.63

~lakhs in the same period of

last year.

As at the end of December
1976 units of the face value of
Rs 175.75 crores under 1964
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Department of Atomic Energy

On behalf of the President of India, the Direct Di te of
Purchase and Stores, Depart P rector, Directorate of
tcndlc)rs as detailed below[:)a ment of Atomic Energy, Bombay invites

(1) Tender No. DPS/VEC/ENG/418 due on 21-2-77. Spherical Steel
Shots 3 mm and 5 mm sizes, as t ne -e-ll. Sphetica ee_
o o G o P nder spciston, for VEC. Fro

(2) NFC/ENG/275 due on 23-2-77. Fabricati d ly of
Stainless Steel Pipe Rack as per <-4, Tabricallon anc Supply O
Nuclear Fuel Complex, Hydergbad?r?)“t’;[.‘gzs 1?33 tender specifications for

(3) DPS/RAPS/O &M/ENG/190 due on 2
NCN ‘ 1/ “on  282.77.
iﬁi%cncellogﬁstgmc%?ﬁpt’OPMI export packing, supply and guarantec of

' 3 ression Springs as per drawi d specification i

lv(ar:ous Is:;cs atnq large quantities for joasthanthgo:n?c gg::ér cgtl;)t?o;:

4'20 % Nos?or licence will be provided by Purchaser if necessary. Qty:
(4) DPS/HWP/PPF/581 due on 4-3-77. Suppl f Stainl

' -3-77. $ s Steel
Slipon Tl))'pe Flanges as per purchaser’s tender spcc? citigns. ainless 5%

(5), DPS/MAPP/MTL/82 due on 17-2-77. Copper Sheets conforming
to 1S 19721.6mm and 3.15 mm. Qty: 5,360 kg.

‘ (6)  DPS/BARC/ENG/9774 due on 28-2-77. Munufacture and supply
of precision pins and pulleys as per Purchaser’s specifications and draw-
mgs_]m wgrlous sizes and large quantities. 4500 Nos.

. N h gS/BARC/pA}’/2392 due on 14-2-1977. Supply, installation,
e§tmt% nai cotmmu;slonmg of centrifugal pump sets, capacity 3650 litres per
mm\;g ag P§7At181t5 htxxd 130 metres as per purchaser’s specification. 3 Nos.

. (r') DPSIAN (CAP/263 due on 17-2-77. Power shearing machine,
" 0) DPY PPED DO o dus o Purchaser’s specification 1 No.

I on 25-2- Stai S itti S

per Purchaser’s tender specifications, 21977 Stainless Steel Fittings 25
rf]m)m(?l:séBARC/_CAP/2393 on 3-3.1977. Canned motor centrifugal
g&ﬂgr i sghard vertically ot horizontally with a suitable electric on-line
> 8° capacity 15 Ltes/Mnt. as per purchaser’s specification.

1 No.
(11) DPS/NFEC/CAP/433 i ibbli
. ; N/ ) 14-3-1977. U rsal bblin
machine, capacities in ml{d steel/stainless steel straight c?llt‘tlien; 8 nmlm tlh5

5 mm th., figure cutting 2.5mm/2mm, louvre cutting 4 mm/3mm, nibbling

6mm/4mm, etc. with accessories
ser’s specification. 1 No , attachments and tools as per purcha-

(12) DPS/NFC/CAP/435 due -

N - on 25-3-77. Design, manufacture,
ssﬁg.?;l)};'n :‘::’g'o"rﬁgf;‘t:f crection. and commissioning of Gireular saw blade
chaset's tender doaurrlvcnt.eze%rgfl cquipment and accessories, as per pur-

a3) DPS/HWP/ENG/923 due date 22 2.7
_ -2-77. Supp! alloy stee!
Studs/Nuts conforming to ASTM A 193 Gr 7 and Aulfg4yG?f2Hf) );15 per

t r i ; s
80,57133 1i}x())escfnﬁcamon for Heavy Water Project at Kota, Rajasthan. Qty:

(14) DPS/BARC/PPE/R-5/150 d 7 in}
Steel Needle Valves with ings with Back and Sor Feomles as pet
purchaset’s tender ew:,:lciﬁcaUbe fittings with Back and_ fuont fercules as per

tion.
(15) DPS/BARC/PPF/2684 due on 8-3-77. Preparation of shop
spection, Assembly, testing and guarantee of

drawings, manufacture, In
Interconnecting piping alongwith support etc.  with purchaser’s free issue

ma.t(elrsis;l als) gg}' Ptender documents.

PED/FAB/288 due on 22-2-1977. M inspection
testing, packaging, suppl feld Plugs e asr
specification andsdravsﬂ'xzsfngtg‘:mlr 3“;&33 fShield Plugs as per Purchase’s
m%) DPS/BARC/R-5/FAB/32 due on 25-2-1977. Preparation of shop
dras Bfl;.br}:lanufactqrc, inspection, crating and delivery at R-S Project
Structure asape“:tl(’,x?rlg};m:é:’s: 9;!c-:cnhdecfintre' e o aan el ey,

r document and drawings. Qty. 1 Assy.
test(ixl183) irBPEJEARC/R-S/EEQ/ﬂ due on 4-3.1977, Desigg:, %znufactu);e.
toss of'415pvoltgn§58§fvpk'[dghvery' instaliation and commissioning at
6s 91-‘ asdpe:lspec'i feation.” ndoor metal clad switch Gear Assembly units
. enaer documents priced Rs 5/- for itemsat § h for
items at $.No. 2 to 4 R f s . No. 1, Rs 10/- each fo
iibé"'N% %33 2t5/' 1&0 : ﬁfr i:gr/n 5for ittms at S.No. S5 Rs20/- for items at

. No. 0 13, Rs 100/- each for items at S.No. 16&17 and Rs 300/-
gg\; gt:::c 8: %N_o._li} and General conditions of co(:{tracts ncgg Rs 0.50/p
Accountspotﬁor lteris at S.No. 16 & 17 cap be had from the Finance and
S tores 3061‘, Department of Atomic Energy, Directorate of Purchase
and Sto Io,ard ﬂoolr, Mohatta Building, Palton’ Road, Bombay-400 001
documents ‘é‘ to 1 p.m. on all working days except on Saturdays. Tender
oo 9_2_7—75."1 4 (zislt;erza.; 2C;)_;1dllg%n;7 ogg ;i;x;t%ct:_ will however be isss%d
=217, 14-2.77, 25-2-77, 103 -3-77 for items at S.No. 7,8,10,
1sl.N§‘ 152 fapegl\:l)"h Im%ort. Licence will be provided except for items at
Tenders will be recei only if the items are not available indigenously,
gt eceived upto 3 p.m. on the due date shown above and Wil
oo lowesta p.m.ton the same day. The right is reserved to accept of
vestor any tenders in part or full without assigning any reasons.

davp 645(374)76

Manufacture,

due on
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at S.No. 7 to 12, Rs 30/- each for items- *°

scheme were outstanding under
more than six lakh accounts.

The unit-linked insurance
plan under unit scheme 1971
continued to make fairly good
progress. As many as 1,693
applicants joined the plan for
a target business of about
Rs 1.53 crores as against 1,018
applicants for about Rs 87
lakhs in the similar period of

}Iast year.

* Punjab United

Pesticides

Punjab United  Pesticides
and Chemicals is setting up
a Rs 1.75 crore project at
Derabassi in Patiala district
of Punjab for manufacturing
60D tonnes per annum of
Malathion. This joint ven-
ture has been promoted by
Excel Industries and Punjab
State Industrial Development
Corporation. Excel  Indus-
tries is providing the techni-
cal know-how, besides giving
detailed engineering required
for the project. The project
cost will be met by share capital
of Rs 75 lakhs and term loans
of Rs one crore rupees. Punja_b
and Haryana are predomi-
nantly agricultural states, and
therefore will provide a good
market for the proposed com-
pany’s product — Malathion,
which is widely used as an
insecticide, pesticide and also
for public health programme
in the eradication of malaria.

News and Notes

The Monopolies and Restr'ic—
live Trade Practices Commis-
sion passed ‘Cease and Desist’
orders in the casc of M/s
Mulfer and Phipps (India) Ltd
of Bombay and other respon-

dents in December last. The

orders related to the agree-
ments entered by M/s Mull;r
and Phipps (India) Ltd with
M/s Unique Beauticare Pro-

ducts Pvt Ltd of Bombay,
M/s Paramount Products Pvt
1td, M(s. Hakeem Chichi
Pharmacy, M/s Bombay Trad-
ing Corporation of Bombay
and Mys. T.T. Blades of
Andheri, Bombay; an order
was also passed in respect of
its standard form of agreement
for appointments of stockists.
These arrangements mainly
relate to distribution and sale
of products manufactured by
M/s Muller and Phipps (India)
Ltd and also products of other
manufacturers.

The respondent is a public
limited company engaged in
manufacturing and marketing
inter alia Cuticura ointment,
talcum powder and soap and
it also distributes the products
of several other manufacturers
such as tooth brushes_ sprayers,
safety razor blades, gripewater,
kum kum, kajal etc.

New Issues

Punjab Scooters Limited is
a company in the state public
sector, promoted by the
Punjab State Industrial Deve-
lopment Corporation  Ltd
(PSIDC) to manufacture Vijai
Model 150 CC scooters under
the brand name of “Vijai
Kesti”. The licensed capa-
city of the company is to
manufacture 24,000 scooters
per annum. The technical
know-how and consultancy are
being provided by the Scooters
India Uimited, Lucknow, a
government of India undefr:
taking, manufacturing  Vijal
DL 150 CC scooters.

The Vijay Kesri 130 cC
scooter is based on design
and know-how which was pro-
cured by the Scooters India
1imited from the world renow-
ned scooter manufacturers—
M/s Innocenti of Italy. The
scooter has  various elegant

features which distinguish it
from other scooters of its
class.

The factory is located at
village Kakrala, near Patiala.
The factory location is well
connected by rail and road
with other major towns in
Punjab viz., Ludhiana, Gobind-
garh, Patiala etc. and will
enjoy the benefits of focal
point.

The company proposes to
go into trial production during
the first quarter of 1977 and
commercial production shortly
thereafter. The cost of the
project is  estimated at
Rs 340 lakhs and it will be
financed by term loans of Rs
220 lakhs and equity capital of
Rs 120 lakhs. Out of the equity
capital, the Punjab  State
Indystrial Development Cor-
poration Ltd has taken up
shares worth Rs 61.20 lakhs.
The remaining 5,88,000 equity
shares of Rs [0 each are now
being offered to public for
subscription. The issue opened
on Janury 27. It will close on
February 7 or earlier but not
before Januvary 29.

The company will be Yaunch-
ing an effective sales promo-
tion campaign in the near
future. The effective sales/after-
sales service, customer recogni-
tion and product improvement
through an appropriate feed-
back and effective research/
development programme will
form the basis of company’s
sales promotion strategy.

With an assured demand for
the scooters, the company
expects to have a fairly good
future and barring unforeseen
circumstances, will be in a
position to declare dividends
within a reasonable period
after the commencement of
commercial production.
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Capital and Bonus
Issues

Consent has been accorded
to 10 companies to raise capital
of over Rs 6 crores. The details
are:

Comince Binani Zinc Limi-
ted, Calcutta, has been accor-
ded consent, valid for six
months, to capitalise Rs 1.68
crores out of its general
reserve/capital  reserve  and
issue fully paid equity sha-es
of Rs 10 each as bonus shares
in the ratio of four bonus
shares for five equity shares
held.

The Printers House Private
Limited, New Delhi, has been
accorded consent, valid for
six ~months, to capitalise
Rs 700,000 out of its general
reserve and issue fully. paid
equity shares of Rs 100 each as
bonus shares in the ratio of
one bonus share for two equity
shares held.

New Standard Eugineering
Company Limited, Bombay,
has been accorded consent,
valid for six months, to capi-
talise Rs 29.33 lakhs out of its
general reserve and  issue fully
paid equity shares of Rs G0
each as bonus shares in the
ratio of one bonus share for
three equity shares held.

Albright, Morarji and Pandit
Limited, Bombay, has been
accorded consent, valid for
six months, to capitalise
Rs 70 lakhs out of its general,
development rebate reserve and
issue fully paid equity shares
of Rs 50 each as bonus shares
in the ratio of one bonus share
for two equity shares held.

Jay Shree Tea ani Industries
Limited, Calcutta, has been
accorded consent, valid for
six months, to  capitalise
Rs 54,66,650 out of its capital
redemption reserve and issue
fully paid equity shares of
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Rs 10 each as bonus shares in
the ratio of one bonus share
for four equity shares held.

Rainbow Ink and Varnish
Manufacturing Company Private
Ltd, Bombay, has accorded
consent, valid for six months,
to capitalise Rs 10,43,800 out
of its general reserve and issue
fully paid equity shares of Rs
100 each as bonus shares in

. the ratio of one bonus share

for every one equity share
held.

T. V. Sundram Iyengar and
Sons Limited, has been ac-
corded consent, valid for
six months, to capitalise
Rs 64 lakhs out of its general

, reserve and issue fully paid
, equity shares of Rs 100 each

. as bonus shares

in the ratio

. of two bonus shares for nine

equity shares held.

Herbertsons Limited, Bom-
bay, has been accorded con-
sent, valid for six months, to

- capitalise Rs 14,28,000 out of

its general reserve and issue
fully paid equity shares of

- Rs 100 each as bonus shares in

- Dividend

Name of the
company

the ratio of one bonus share
for each equity share held.

Tata-Robins-Fraser Limited,
has been accorded consent,
valid for six months, to capi-
talise Rs 16.25 lakhs out of its
general reserve and issue fully
paid equity shares of Rs 100
each as bonus shares in the
ratio of one bonus share for
four equity shares held.

Colour-Chem Limited, Bom-
bay, has been accorded con-
sent, valid for six months, to
capitalise Rs 1,54,68,70) out
of its general reserve and issue
fully paid equity shares of
Rs 100 each as bonus shares in
the ratio of three bonus shares
for eight equity shares held.

Maharashtra  State  Seeds
Corporation Limited, Akola,
has communicated to govern-
ment its proposal to issue capi-
tal under Clause (5) of the
Capital Issues (Excmption)
Order, 1969, for Rs 85 lakhs,
equity shares of Rs 100 cach
to meet a part finance for its
project for production, pro-
cessing and marketing of secds.

(Per cent)

Year ended Equity dividend

declared for

Current Previous

- Higher Diviend

Unichem Laboratories
Ravalgaon Sugar
Laxmichan Bhagaji
Peirce Leslie & Co

Same Dividend

Porrits and Spencer (Asia)
Shree Gopal Industries
First Leasing Co of India

Reduced Dividend

Precision Bearings
Tribeni Tissues

year year
Sept 30, 1976 14.0* 5.0
Sept 30, 1976  16.0 Nil
June 30, 1976 5.0 Nil
Sept 30,1976 120 9.0
Sept 30, 1976 16.0 16.0
June 30, 1976 Nil Nil
Nov 30, 1976 18.0 18.0
August 31, 1976 8.0 120
Sept 30, 1976 14.0* 150

7511 the enlarged capital.
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MINISTRY OF DEFENCE
INDIAN ORDNANCE FACTORIES

The General Manager of the following factories invites sealed tenders
for supply of the following items: —

ORDNANCE FACTORY: MURADNAGAR (U.P,)

Heating Element suitable for Pit type furnace as per our spen = 1 Set
of 30 element.

Closing date 24-2-77. Tender forms available @ Rs. 10/- by M.O/
Postal order/Bank Draft on application upto 12-2-77.

ORDNANCE CABLE FACTORY: CHANDIGARH-160002

Rolling of full length Electrolytic Copper wire bare vertically cast into
Copper wire rod 7.9 mm - 0.35 mm. Qty 23000 M/Tons. Tender forms
available @ Rs 3/-payable by cash as M.O, upto 7-3-77. Closing date 8-3-77.
ORDNANCE FACTORY: KATNI

1. TENDER NO. 1563/PV/LP/Advt/525: Rack for Rack Draw Press.
Drg. No. 35M/118—Qty. 1 No.

2. Tender No. 1563/PV/Advt/523: Slitting cutter for G Type slitting
M/L, Drg. No. 58/2A—Qty. 1 Set (8 Nos.). {

3. Tender No. 1563/PV/LP/Advt/524.: Bench Lathe centre height
80 mm to 100 mm centre distance 500 mm complete with motor, starter and
1 No. 3 Jaw self centering chuckand ! No.of 4 Jaw chuck of 150 mm
holding capacity. —Qty. 1 No.

Tender forms available @ Rs 5/- each item by cash or P.O. upto
11-2-77. Closing date 11-2.1977.

ORDNANCE FACTORY: TIRUCHIRAPALLI—620016.

Die Block, size 330 x 165 x 115 mm to OFT. Drg. No. SK 1162. Speci-
fication. BS 224/3 or 224/5 (Oil hardened and tempered condition—16 Nos.

Closing date 2-3-77. Tender forms available @ Rs 5/- by cash or
crossed Indian Postal Order upto 8-2-77 on application.

GUN CARRIAGE FACTORY: JABALPUR

1. T.E. No. 76/406/56 B. Canvas Cotton 24 Ozs. O.G. WP 0.91
Metre wide to specn: IND/TC/0221 (C) : 1234 Metres.

2. T.E. No. 76/411/56 B.: M.S. Hoop 0.80 mm thick x 19 mm wide x6.20
Metres or its multiples long to specn : IS 5872/Grade I : Qty 9000 Kgs.

3. T.E. No. 76/436/56. B. : Wooden Fitter's Bench size 12’ x3'x 3
{365.75 x 91.44 x 91.44 Cms.) As per GCF SK 492 : 10 Nos.

4. T.E.No. 76/750/56 A : NIV M.S. Screws Wood Slotted CSK Hd.
No. 10 x 35 mm long to specn : IS 6760-1972 : Qty 5,00,000 Nos.

5. T.E.No.76/749/56 B : Indexable Face Mills (R.H) with throw-
away Insertsin Grade P-30 to sizes 400 mm diax 60 mm Bore x 20 Ins
rts similar to R-265—2-—-400-24-S4 : Qty 2 Nos.

6. T.E.No. & 76/751/56 A : Steel Billet 125 mm to s ecn : IS~
4367-40 Cr. 1 MO 28 with TS-883 MP a Mix 1 ZOD--54 J wit Elonga-
tion (5.65/A) - 15 % Min. The quality Billet will be subject to ultrasonic
tests to ensure soundness of material : Qty 6500 Kgs,

7. T.E. No. 76/56—B/VP : Thinner for use with
speen IS 1872/1961 : Qty. 4580 Litrs. :

Closing date 10-2-77. Tender forms available (@ Rs 5/-each by postal order.
ORDNANCE FACTORY VARANGAON
Box HIB

Painted internally and externally with paint ready mixed Air drying
Matt. finish for general purpose. Brushing/spraying Olive Green to 1ISC—
220 of IS 5-1961 to specn. IS: 168-1973 (As applicable for defence use.)

Drg. No. ISV 297-A Sheet 1 DC(1) 31295-A

Drg. No. ISY 297-A Sheet 2 DC(I) 31268-A

Specn. TA 1169()) DC(1) 31188-A " Specn. IA 1279(a) DC(I) 31094-A

Aide Memoire-P 11 : Qty. 70,000,00 Nos,

Closing date 29-3-77. Tender forms available (@ Rs. 32/- by postal
order (cheque/M.O. will not be accepted) upto 25-2-1977.

ORDNANCE EQUIPMENT FACTORY KANPUR

1. T. NO, PV/778 Paint P.F U, Ammunition Air Drying Brushing Matt,
Finish 0.G. ISC No. 220—(4000 Litres). (Specification No, JSS—16302.

2, T.NO. PV/80L Supply of Myrabolum Nuts.—1644000 Kgsm,

(Specification No. Copy of Specn. will be issued along with Tender Form.)

3. T.NO. PV/833. Supply of Rivets Copper Hose Tinned 16 MM x
3.15 MM Dia. 575 Kgms. (Specification No. BS: 641-1951)

Closing date 17-3-77. Tender forms available ()Rs 5/- each by postal order.
AMMUNITION FACTORY: KIRKEE. Poona-3.

1. Tender Enquiry No. 3753/34/E: (a) Steel sheet 2500 x 1000 x 2.5
mm thick Specn. BS 1449 pt. 2 B-1964 En 2C OR Specn. 1S 1079-1968 gt
ST 42-1979—Qty. 14,700 Kgs.

(b) Steelsheet 2500 x 1000 mm x 2.5 mm thick Specn. BS 1449
(latest issue) Pt. 2 B En 2 D. Qty. 27,000 Kgs.

2. Tender Enquiry No. 3753/27/B: Supply of 16,000 Nos. of Box
G 70 Mk, I with packing fitments phosphated and painted with paint
ready mixed air drying brushlng/spraying/dipping matt. finish for general
purpose for use in defence services, olive green ISC 220 of 15-5-1961 to
IS 168-1973 or paint stoving to Specn. J.S.S. 16302.

Closing date 15-2-77. Tender forms available @ Rs 5/ for jtem 1 and
Rs 58/- for item 2. Applications should reach by 31.] -17.

Note: Other details and specification etc. will be supplied alongwith
tender forms, Tender fees are non-refundable. Further datails can also
be seen in Indian Trade Journal. davp 685(270)76

synthetic paint
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COMPANY MEETINGS

Sudarsan Trading Company Ltd.

Registerad Office : Calicut-673011

Speech delivered by Major-General D.C. Misra, M.C. (Retd.),

Chairman, at

the 17th Annual General Meeting of the Company held at the Conference

Hall, ‘Sudarsan Building’, Chakkorathukulam,
?27th Day of January, 1877 at 10.30 A.M.

Gentlemen,

1. 1 have great pleasure in
welcoming you to this [7th
Annual General Meeting of
your Company. The report of
the Directors, incorporating
the salient features of our per-
formance during the year
under review, together with the
audited statement of accounts
for the year ended 3lst July,
1976, have already been m
your hands for some time.
With your permission, [ will
take them as read.

2. It will be recalled that

Jast year I invited your atten-
Wion to certain significantevents

“and  developments that had

taken place and which in turn
led to political stability follow-
ed by a visible increase in pro-
duction and an aj} round eco-
nomic well-being. Ths favour-
able climate was further im-
proved by the enunciation of
the 20-point economic pro-
gramme by our Prime Minister.
This programme has set out
firm guidelines for an effective
implementation of sound agri-
cultural and industrial policies
aimed at a rapid pace of com-
prehensive and balanced deve-
lopment. 1t is encouraging to
note that a realistic approach
has also becn made in regard
to policies affecting Wwages,
weices and demands in confor-
mity with professed political
objectives. The fiscal and taxa-
tion measures have also been
suitably tailored to suit the
needs of the hour. [n addition
significant efforts are being
made for controlling the
growth of population and keep-
ing inflation in check. The
Prime Minister’s recent an-
nouncement of the elections
and the appropriate steps taken
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to restore normaley in a dis-
ciplined manner would now
prove beyond any doubt to all
our critics and pessimists with-
in the country and abroad
that India is still the largest
democracy in the world, It
would, therefore, be reasonable
for us to view the future with
renewed optimism. | need
hardly assure you that your
Directors will, on their part,
always endeavour to imple-
ment our Government’s 23
point programme, both in
letter and in spirit.

3. Reverting to our own
sphere of business activity, 1
am happy to report that your
Company has once again
made a satisfactory profit of
Rs. 14.13 lakhs after providing
for operational expenses and
depreciation. Considering that
ours is a comparatively young
company, learning while it is
earning, you would agree that
the overall performance of the
Company has indeed been com-
mendable. This will be appa-
rent when I refer to the work-
ing of our various subsidiaries;
units during the year under
review.

4. Sudarsan Chits (India)
Limited

The first reference that
has ever been made officially
about Chit Funds or Kurijes is
in “Logan’s Manual”, which
was a chronicle compiled by
an erudite Britisher and who
was the Collector of Malabar
a long time ago. Mr. Logan
traces the origin of this system
to the credit needs of the an-
cient village economy of Kerala
when trade was in terms of
barter and grain, as @ commo-
dity, was used instead of cur-

Calicut on Thursday the

Tency or coins. Later, through
4 process of evolution, the
System acquired its present
form with all its attendant con-
tractual  obligations between
the participants and the fore-
man, who assumes responsibi-
hty o fun it satisfactorily,
efficiently and honestly. The
system caters for the ““saving
Instinct”  and “borrowing
needs” of the various strata of
our society.

5. Past experience has
established, beyond any reason-
able doubt, that the Chit Fund
System has played an effective
role in the economy of the
country in mesting those credit
needs of our people which are
hot normally provided for by
Commercial banks or other
financial institutions. 1t has
thu_s, to a certain extent, assist-
ed in reducing the reliance of
credit seekers on professional
money fenders with their often
lmpossible terms. It has, in
addition, assisted in providing
a degrec of financial viability
to agriculture, trade, com-
merce and fndustry,

6. As for our “Sudarsan
Chits”, it is now common
knowledge that they owe thejr
remarkable success and popu-
larity to their able and ingeni-
ous  architect, Shri M.
Velayudhan, who has over a
period of years and through
his personal efforts given them
the pride of place amongst the
Non-Banking Financial Institu.
ttons in the country.

7. In this context, it would
be relevant to mention here
that desnite the substantial ser-
vices rendered by the Chit
Fpnds to the society, there
still exist certain unfortupate
misunderstandings and/or mis-
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conceptions about them; these,
m turn, have led to piece-meal
and at times drastic legislation
being enforced by certain State
Governments, We, on our
part, have been representing
since 1968, for the introduction
of an All-India legislation
relating to the control, conduct
and growth of the Chit Funds.
Keeping in view the area of
operations of your Company
which covers the entire count-
Ty, we welcome the proposed
Central  Legislation which
would result in a uniform all-
India control of these financial
institutions and would put an
end to the regulations that exist
at present, but vary from State
to State. We further pray that
the proposed legislation be
drafted in a manner where'
principles of equity and natural
Justice may prevail to protect
the interests of the *Lender”,
the  “Borrower” and the
“Promoter™,

8. Sudarsan International
Il imi t(‘,d

_ Before 1 report on the work-
ing of this subsidiary, 1 wish
to place on record the out-
standing service rendered by
the fate Cofonel Chandran,
General Manager of the Hotel,
whose tragic death, ajong ‘with
his wife, in the ill-fated air
crash at Bombay on the 12th
October, 1976, deprived your
Campany of a dedicated “and
capable Sepior Fxecutive. It
would be no exaggeration to
state that the foundation of the
Hotels Division of your Com-
pany was well and truely laid
by Colonel Chandran and its
subsequent growth was largely
due to the zeal and energy dis-
played by him,

9. The overall performance
of Hotel Sudarsan Internation-
al has been entirely satisfac-
tory.  Their forecast of antici-
pated profitability has been
borne out to a large extent.
The hotel continues to enjoy
an excellent reputation for jts
service, cuisine and other ame-
nities.  There is every reason
to’believe that the Hotel will
Continue to do well in the
future, certain djff: iculties such
as loan liabilities notwithstand-
Ing.  Incidentally, with the
completion of phase two of the
Hotel project, the addition to
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Fixed Assets of the Company
during the year has been ap-
proximately Rs. 33 lakhs, mak-
ing the total Rs. 1,88,81,677/-.

10. 1In their plans for the
expansion of the Hotel sub-
sidiary, your Directors’ aims
and objectives are essentially
realistic and practical, prefe-
rence is being given to those
Hotels which require minimum
of capital outlay to provide
clean, comfortable rooms,
wholesome food, personalised
service, a pleasant environment
and basic amenities at a reason-
able tariff to suit the various
income groups.

[1. Since the Hotel Indust-
ry in our country is inextri-
cably linked up with tourism,
covering both foreign and
indigenous fields, the develop-
ment of tourism, based on a
national co-ordinated plan,
would undoubtedly provide
important incentives for the
expansion of and improvement
in hoteliering. Tourism has
yet to develop fully in the
South to secure its rightful
place in the tourism map of
India. There is vast scope for
its development once the
historical monuments, the cul-
tural heritage, the wild game
sanctuaries combined with the
natural scenic beauties of
places like Bangalore, Trivand-
rum, Goa, Cochin, Mangalore
and Hyderabad have been
fully exploited.  Thereafter
these attractions would have to
be sold to the tour operators/
travel agents in Europe, Gulf,
U.S.A. and Japan. In antici-
pation of these developments,
your Company has taken steps
to acquire substantial interests
in the share capital of East
West Hotel Limited. Bangalore.
This is being done with a view
to convert it eventually asa link
in the Sudarsan International
chain.

12. Sudarsan Clay Products
Limited

Although the sales have
recorded an increase of Rs. 2
lakhs for the year ended 3lst
March, 1976, the working
results have not measured upto
our expectations. The inevi-
table expenditure on power and
fuel alone has recorded an
increase from Rs. 12.90 lakhs
to Rs. 18.42 lakhs. Neverthe-
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less, expenditure on other items
has been strictly controlled.
Reasonable increase in prices
are being contemplated. They
would, however, be in confor.
mity with the demands of the
market and in tune with the
avowed policies of the Govern-
ment. During the current
year the tempo of production,
marketing and sales has been
accelerated and this subsidiary
is expected to show better
results.

13. Anchor Breweries Limited

Your Directors have al-
ready reported that at the
time of acquisition of this Unit
they were confident of utilising
the plant’s capacity to the
maximum so as to cater for
both internal and external
markets. However, with the
reintroduction of Prohibition
in the State of Tamil Nadu,
this has not been possible.
Therefore, the possibility of
diversifying the scope of its
activities is being examined
with a view to formulating
specific proposals in the near
Future.

14. Feroke Tile Works

The stoneware pipe unit at
Feroke is functioning on a
““lease arrangement’’ in a satis-
factory manner. Likewise, the
Tile Unit at Feroke Tile Works
had a satisfactory performance
on a lease arrangement with
the Eastern Clay Works Ltd.
The Stoneware Pipe factory at
Rajhamundry has since been
transferred to Sudarsan Clay
Products Limited with the ob-
ject of bringing such manufac-
turing activities under the same
Company for productive effi-
ciency and administrative con-
venience.

15.Standard Furniture Company

Sales have shown a dec-
rease mainly due to the fact
that optimum  production
could not be maintained as
timber, the main raw material,
was not available in adequate
quantities. During the year
under review, the allocation of
Government timber, particular-
ly for the Chalakudi Unit, was
further reduced drastically,
based on a new formula adop-
ted by the Government for
this purpose. This indeed has
been a severe blow to the pro-

fitability of our plywood manu-
facturing operations. A few
years back non-availability of
adhesives, a bi-product of petro-
leum, was a problem. How-
ever, even though the prices
are high, this item is available
in sufficient quantities, the
basic raw material which is
timber, continues to be scarce.
Your Company has repeatedly
represented to the Government
of Kerala for an increased allo-
cation of timber. Qur requests
have been based on the assur-
ance given to the Company by
the erstwhile Cochin Govern-
ment (now Kerala Govern-
ment) that adequate quantities
of timber for running the
Chalakudi Unit would always
be made available to us by the
Government. Still, your Direc-
tors earnestly hope and pray
that the State Government
would view our plight in a
sympathetic ~ manner  and
sanction the allocation of
timber atleast in terms of the
above mentioned agreement,
Once this has been done, the
Unit will be able to show sub-
stantial progress and what is
equally important, ensure emp-
loyment to the workers engag-
ed by the Standard Furniture
Company. Your Company
has also started a new Wood
Working Unit in Madras to
cater for the showrooms at
Madras, Bangalore and Cochin
which are at present marketing
the various products of the
Company.

16. Sudarsan Liners Limited

In conformity with the deci-
sion taken by the Members
in the past your Directors have
promoted Sudarsan  Liners
Limited as a fully owned Sub-
sidiary. The Company com-
menced business by acquiring
a Cargo Vessel “s.s. Sudarsan
Shakti’. Although a modest
beginning, the vessel has al-
ready completed two fully
laden voyages to the Gulf.

17. Despite the international
recession  in the shipping
trade, indigenous shipping con-
tinues to make laudable pro-
gress, helped in a considerable
measures by the fact that ex-
ports from our country have
shown an extremely encourag-
ing and sustained upward
trend.
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18. Our Government is offe-
ring very generous incentives
to foster the case of Indian
Shipping, of which your Com-
pany proposes to take full
advantage.

19. T may add that apart
from the points enumerated
above, an additional advantage
of this newly formed subsidiary
lies in the fact that a portion
of the shipping space available
on our vessel can be car-mark-
ed for the export of yout
Company’s products, a facility
the advantages of which are
obvious.

20. Conclusion

As a we are all aware, your
Company has shown an
impressive growth over the
last  decade. Diversification
has become an acknowledged
policy. Nc efforts, therefore,
will be spared to ensure that
the necessary infra-structure is
created to continue all future
expansions on productive and
profitable lines.

21. May | conclude by say-
ing that the greatest asset your
Company has built up in the
past is the unbounded confi-
dence reposed in us by our
associates. On behalf of my
colleagues on the Board and
on my own behalf, I wish to
convey my sincere thanks to
all our valuable constituents,
customers and subscribers for
their unqualified support. Our
thanks are also due to the
able professional service ren-
dered by our Auditors, Legal
Advisers and Bankers. 1 wish
to congratulate all our emp-
loyees, agents, staff, officers
and Executives for their credi-
table performance during the
past year. ‘

22. Lastly, 1 would like to
convey my deep sense of grati-
tude to my colleagues on the
Board, in particular to our
dynamic and far-sighted Mana-
ging Director , Shri M. Vela}-
udhan, for their most yvaluable
contributions in the service
of the Company.

Thanks,
Jai Hind.

(MAIJ. GEN. D.C. MISRA,
M.C., RETD.)
CHAIRMAN

Note: This does not pur-

port to be the proceedings of
the Meeting.
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Mr. K. D. MOORE

(The following is a slightly
abbreviated version of the Statement
of Mr K D Moore, Chairman,
Indian Oxygen Limited. The full text
has been circulated to the sharg-
holders along with the Company's
Annual Report for the year ended
30 September 1976.}

It gives me great pleasure to

resent this statement for the first time
gs Chairman of I0L. MrR C Hqsketh-
Jones relinquished the office of
Chairman because of the pressure of

his other commitments; | would like

to record our thanks for .the valuatgle
guidance and advice given by him
regarding

the Company's affairs. .

' 6.56%. The resurgence on the econo- -

"

5 mic front continued unabated during
the second half of the year under

- review. Industrial production in June

quarter 1976 was 169%, above the
corresponding period last year Exports
during the same quarter registered a
growth of over 28%, whilst imports
during the same period declined by
about 16%,. The favourable balance
of trade account and inward remit-
tances swelled the exchange reserves
by Rs 516 crores between end March
and end August 1976. The food
situation with a record buffer stock of
17 miillion tonnes has continued to
remain comfortable. The decision of
the Central Government to step up
public sector investment by some
319% during the current fiscal year is
likely to give a further fillip to
industrial growth.

The only disquietening note in this
otherwise_ encouraging economic
situation has come from the recent
trend in price movements. The index
of wholesale prices has started rising
steadily after April 1976. Although
action has been taken by the Govern-
ment to check the rise, prices are
continuing to move up even if at a
considerably slower rate than in the
1972/74 inflationary period.

The Company’s performance ovet
the past year has reflected this back-
ground. N

Mr Hesketh-Jones will continuetobe %, QPERATIONS

a member of the Company's Board. fe., o oo for the year at Rs 44.39
The year under review witnessed a 4 crores inclusive of transport and other

3

4}

remarkable change in the economic
and industrial climate of the country
in the wake of the-20 Point Economic
Programme announced by the .ane
Minister soon after the declaration of
nationa! emergency In June 1975.
The inflationary curve which had
begun to flatten out actually began to
register a decline. There was & new
sense of economic discipline and a

13

= previous year’s figure. The higher

.
a

NS

Y

recoveries was 14.8%, higher than the

turnover Treflects mainly increased
volumetric sales of almost all products.

A much improved industrial relations

[y

i climate in the Company and reduced
= power constraints enabled better

» utilisation to be made of production

»

i i i i limate .
tion. The industrial relations ¢
also underwent a remarkable change .

for the better,
Not unexpectedly the economy be-

4
[N

facilities this year.

Sonse o offort to improve produc- & The activities of the Product Divi-

sions and Departments are dealt with
separately below,

gan to show distinct signs ofimprove- ~ @ ASE_S““ DIVISION

ment. The GNP at matket prices for

the fiscal year ending 31 March 1976

showed impressive growth at about
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Gases Division sales at Rs 21.73
crores werp Rs 2,91 crores greater
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»

i

~The programme

than in the previois year, Highet
volumetric sales were achieved des-
pite increasing competition especially
in major products.

.t _The Special Gases Centre commis-
N sioned during 1975 had a satisfactory
Y year and its products served vital and
¥ technically advanced industries which

f’ were hitherto dependent upon imports

for their requirements. Priority has
}been_ given to development of new
applications for gases and improve-
ments in technology to meet customer
needs in sophisticated industries.
Arrangements are in advanced stage
to implement the Letter of Intent
received last year for the manufacture
of argon at our Jamshedpur factory.
A further Letter of Intent was received
in September 1976 permitting instai-
lation of manufacturing facilities for'
hydrogen at our Asansol factory.
Steps to implement the project have
been initiated.

o

ELECTRODE &
EQUIPMENT
DIVISION

Electrode & Equipment Division
sales at Rs 16.55 crores were Rs 2.40
crores higher then the previous year.
Higher sales of welding consumables
and gas welding and cutting equip-
ment were achieved despite growing.
competition. Availability of equipmer.t
improved substantially due to the
highest ever production achieved in
the Equipment Factory. Sales of elec-
tric welding equipment were satisfac-
torily ahead of last year.

The Division has continued its
development programme to satisfy the
growing need for higher productivity
in welding and higher quality welds.
is also directed
towards satisfying the requirements of
those sectors of the market who a:y¢
looking for higherwelding technology.
New electric welding equipment in-
troduced includes semi automatic and
automatic welding equipment, micro
plasma welding equipment and a new
air cooled torch. A variety of new
electrodes was introduced in tha
market, including special elecirodes
for pipe welding, for welding medium
and high tensile steels and for a variety
of hard facing applications. Since tha
end of the year under review Govern-
ment approval has been received 1t
manufacture plasma cutting equip-
ment and this will be put in hand
shortly.

In the fisld of medical equipment a
ward vacuum unit and an advanced

~ anaesthetic machine—the Boyle Major

- —were launched and initial customer

response is encouraging.

* JANUARY 28, 197°



. . TOTAL SALES
_AND AVERAGE CAPITAL EMPLOYED
‘Rs CRORES ]

45
. V4

a4n - N l
had 4

ra

4
36 , ¥

7
7
30 7
7
28 -
§ A
y4
Iz
20 7
4
18 -
I SALES Ve

10FAVERAGE CAPITAL ~—

U]
1967 68 69 70 71 72 73 74 75 78

I.O)(i DEPARTMENT

Sales of liguid oxygen exp!osives at
Rs 78 lakhs were the highest for
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EXPORT

Export sales 2t Rs90 lakhs were 349/
higher than the previous year. Most
of the sales were of the Company's

several yeats, and exceeded the own products, although there was
previous year's figure by Rs 25 lakhs.  an increase in the sale of non-tradi-
FINANCIAL HIGHLIGHTS
1976 1875
Rs Rs
Sales’ 44,39,25,000 38.67.19,000
" Profit before Taxation 4,80,32,000 3.,40,04,000
Profit after Taxation 1.72,32,000 1.45.04,000
Dividend subject to 1,10,88,000 92,40,000
deduction of Tax )
tional products manufactured by

The department’s sales at Rs 1.58
crores were Rs 64 lakhs lower than
the previous year. A number of cus-
tomers who had previously placed
orders with us found it difficult on
account of the credit squeeze to
organise the finance necessary to
proceed with their projects. Against
this background, it is encouraging
that an export order for an oxygen
plant has recently been secured with
the assistance of BOC. This is the
first export order won by India for an
‘oxygen plant,

The technical collaboration agree-
ment with Cryoplants Ltd., London,
for manufacture of low pressure air
separation plants and nitrogen gen-
grators—mentioned in the Chaiman's

Statement last year—has recently -

been finalised,
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others, mostly small scale units.

The profit for the year before taxa-
tion amounted to Rs 4,80,32,071 as
against Rs 3,40,03,677 last vyear,
after providing for depreciation
of Rs 9827,000 (previous year
Rs 93,07,000) and interest charges
of Rs 7328433 (previous vyear
Rs 50,56,317). The increase in profit
was mainly due to the higher sales
and improved operational performance
arising from the better industrial
relations climate in the Company
and reduced power constraints.

Tax provision for the year amounted
to Rs 3,08,00,000 (previous year
Rs 1,95,00,000) leaving a net
profit of Rs 1,72,32,071 as against
Rs1,45,03,677 last year. After transfer-
ing Rs50,000t0 InvestmentAliowance
Reserveandbringingback Rs21,00,000
(previous year Rs 11,00,000) from

152

iy

Developniént Rebate Resérve - and
taking into account Rs 14,63,677

- brought forward from previous year

the amount available for appropriation
was Rs 20745748 as against
Rs 1,51,03,677 last vyear.

careful consideration your directors
have decidcd to transfer Rs 81,50,000
.. to General Reserve and to recommend
payment of dividend at the rate of
18%, subject to deduction of tax,
leaving Rs 16,07,748 for carry forward
10 next year.

FINANCE AND
SHARE CAPITAL

At the Annual General Meeting of
the Company to be held on 9 February
1977, proposals will be made to
raise the authorised capital of the
Company {rom Rs 8,00,00,000 to
Rs 12,00,00,0060 made up of
1,20,00,000 shares of Rs 10 each.

At the end of the vear the share
capital of the Company stood at
Rs 6,16,00,0600 ajzinst toial capital
employed of Rs 16,89,56,000 and it
was felt that the share capital shculd
be brought iato botter relation with
the capital invested in the businecs.
The directors have thereiore 1ecom:-
mended, sub:iect to the approve! of
the members ai the Annual Gerw:al
Meeting of the Company to be h:id
on 9 February 1977 und TEORGSErY
approval from the Controlicr of Cupi-
tal Issues and The Reserve Bank of
india, that the subscrited share
capital of the Company should be
increased by the issue of 20,53,333
new Ordinary Shares of Rs 10 each
as a bonus scrip issue in the propor-
tion of one share {for every three
shares held on such caie as the

directors may determine hereaiter.

This scrip issue wou's be made by
capitalication of Rs 2,05,33,330. out
of General Reserve. As a result of
this operation, the paid up capital of
the Company would stand at
Rs 8,21,33,330.

DEVELOPMENT & EXPANSION

Certain development projects have
already been mentioned in the review
ago_vg of the activities of the Product
Divisions and Departments.

_ As to the Company's major diversi-
fication project, we were hoping that
the necessary approval would be
received before the end of the vear
under review. This was not to be:
questions relating to certain asgects
of the project—which had been raised
before and we thought had bee:: sottl-
ed satisfactorily~have been reopened.
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These Issues are still under discussion
with the Government. One can only
hope that the long delayed approval
will be accorded before deyelqpments,
especially in other countries, jeopard-
ise the viability of this almost totally
export-oriented project.

The Company’s Research and Devel-
opment establishment in Calcutta
was accorded recognition by the
Department of Science & Technology,
Government of India, in September
1976. ‘

During the year two pilot plants

" were installed at the Technical Centre

at Beliaghata, Calcutta for the manu-
facture of chemicals and pigments
from industrial wastes on the basis of
process know-how developed by our
R & D Department. Arrangements for
commercial exploitation are proposed
to be made shortly.

AP
MANAGEMENT 8&{&%&?
& PERSONNEL &:x g;

Industrial relations in the Company
remained calm throughout the year,
in line with the gengraliy peaceful
atmosphere prevailing in the country.

In line with the Prime Minister's 20
Point Economic Programme, steps
were taken to set up Jonn} Counmls,
Shop Councils or Productivity Com-
mittees at some cf the units, It is

hoped that this move will gather
momentum during the current year.

The scheme for training of appren-
tices was considerably extended so
that the Company might discharge
fully its wider obligations under the
Apprentices Act as recently amended.

This year's improved results could
not have been achieved without the
untiring cemmitment and enthusiasm
of our senior management and our
officers. The increased cooperation
and efforts of our workers are aqain
gratefully acknowledged.

PROSPECTS

With industrial produciion for the
second half of the fiscal year prom-
ising to show a continuation of the
vigorous growth pattern already estab-
lished during the first half-year and
with a high level of pianned public
sector investment, we anticipate that
demand for our products will remain
buoyant. Given continued cooperaticn
from our employees which we shall
earnestly seek to secure through their
increased involvement and participa-
tion in productivity and allied matters,
a further improvement in turnover and
profits may be reasonably expected
for the coming year.

As to the longer term, tha require-
ment to reduce the parcgitage of

foreign sharsholding is fully recogs
nised by the present majority share-
holder BOC International Ltd and this
will be achieved as soon as possible
in the most appropriate way.

With the final outcome of our major
diversification project still to be de-
cided, the precise pattern of our future
development is as yet unclear. We
continue te hope that Government
approval will finally be given on terms
which will enable us to proceed with
this important project en a technically
sound and ecenemically viable basis,
nevertheless the Company’'s future

growth and prosperity does not de- -

pend solely or predominanty on this.
The Company’s existing business is

soundly based and has for many years . - -

played a prominent role in the eco-
nomic life of the nation. Both in these
present spheres of business: and in
new areas which are likely to emerge
in the years ahead, it is difficult to
conceive that the future national
interest will not be seen to lie in
making full use of IOL's very consid-
erable technological resources and
links and of its management expertise
to help meet the fast growing industrial -
needs cf the country. :

CALCUTTA 26 November 1976

indian Oxygen Limited

-
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ONCE BUILT LASTS EVER

FOR ALL CONSTRUCTION WORK
BJM CHETAK BRAND PORTLAND CEMENT

With best compliments from :

BIRLA CEMENT WORKS

P.O. Cement Factory—312021, CHITTORGARH (Raj.)

(Use Pin Code. It Helps Speed Up Your Mail) .
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Wholesale prices

THE OFFICIAL wholesale prices
index of “all commodities”
(base 1970-71==100) stood at
178.2 during the week ended
Janvary 8, 1977 as against
1770 for the immediately
preceding the week. Com-
pared with the previous week,
the index for the week under
review showed an increase of
0.7 per cent.

Groupwise analysis of price
movements is shown below:

Primary Articles

Among primary articles, the
index for Food  Articles
stood at 155.4 during the week
under review as against 153.6
during the previous week.
The rise in the index was due
to increase in the prices of
moong (+13 per cent), sweet
potatoes - (+11 per cent),
oranges (-9 per cent), onions
(+38 per cent), gram (+7 per
cent), betelnuts (+6 per cent),
arhar and masur (-5 per cent
each), urad (-4 per cent),
jowar, maize and apples (43
per cent each), wheat, bajra,
barley, cashewnuts, butter and
tea (2 per cent each) and ragi,
tapioca, bananas and turmeric
(+1 percent each). However,
prices of tomatoes (—1 per
cent), potatoes (—9 per cent),
fish (—~6 per cent), and eggs
and coffee (—1 per cent each)
showed a fall.

Higher prices of linseed and

niger (4-9 per cent each), rape
and mustard seed and logs and

BASTERN ECONOMIST

timer (47 per cent each),
gingelly seed (-+4 per cent),
raw cotton, groundnuts and
copra (43 per cent each),
mesta, cottonseed, castor seed
and raw hides (+2 per cent
each) and raw jute, mahua
seed and raw tobacco (-1 per
cent each) pushed up the group
index for Non-food Articles
(which includes industrial raw
materials) by 2.9 per cent to
186.3 as against 181.1 for the
carlier week. However, prices
of safflower and tanning mate-
rials (—4 per cent each) and
soyabeen (—3 per cent) showed
a decline.

The index for Minerals
remained unchanged at its fast
week’s level of 443.1. Com-
pared with the corresponding
week of the last year, it showed
a decline of 2.1 per cent.

Fuel, Power, Light and
Labricants

The index for the major
group Fuel Power, Light and
Lubricants  stood stationary
at the earlier week’s level of
232.1.

Mapufactured products

Among manufactured pro-
ducts, the index for the
group Food Products ad-
vanced by 0.2 per cent to
182.9 as compared to 182.6 for
the last week owing to an
increase in the prices of
groundnut oil (+9 per cent)
and mustard oil (-+6 per cent),

RECORDS

AND

STATISTICS

cottonseed oil (-4-5 per ceat),
mahua oil (44 per cent),
vanaspati, gingelly oil, oil-
cakes and salt (43 per cent
each) and cocount oil (42 per
cent). However, prices of
khandsari (—4 per cent), gur
(—3 per cent), kardi oil (—2 per
cent) and sugar (—1 per cent)
witnessed a fall,

The index for Beverages,
Tobacco and Tobacco Pro-
ducts group stood stationary
at its last week’s level of 166.0.
At this level, the group index
recorded a fall of 1.2 per cent
when compared with the cor-

responding week of the last
year,

The index for Textiles
rose by 0.2 per cent to 159.3
as against 159.0 for the pre-
ceding week due to an increase
in the prices of jute manufac-

tures and coir yarn (41 per
cent each),

The index for Paper and
Paper Products stood statio-
nary at its earlier week’s
level of 179.5. At this level,
the group index showed a fall

of 3.1 per cent when compared
to that of a year ago.

The index for Leather aud
Leather Products  group
advanced by 1.0 per cent to
232.5 as against 230.1 for the
previous week owing to an
increase in the prices of sole
leather (1-14 per cent).

The index for Rubber and
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Rubber Products stood sta-
tionary at its earlier week’s
level of 157.2.

The index for the Chemicals
and Chemical Products went
up by 0.3 per cent to 172.9 as
against 172.4 for the previous
week owing to an increase in
the prices of linseed oil (+9
per cent), castor oil (-+2 per
cent) and paints and enamels
(41 per cent each). At this
level, the index registered a
fall of 0.6 per cent when com-

pared to that of a year ago.

The index for Non-Metalli
Mimeral Products stood s\x~
tionary at its earlier week's
level of 190.3.

The index for Basic Metals,
Alloys and Metal Products
stood stationary at its earlier
week’s level of 190.5.

The index for Machinary and
Transport Equipment group
worked out to 170.0 as against
169.9 for the earlier week.
Prices of rim (4-1 per cent)
increase during the week. At
this level, the group index
recorded a fall of 1.2 pgr
cent when compared with the
corresponding week of the
preceding year,

The index for Misceliane-
ous Products remained un-
changed at its earlier week’s
level of 164.8. Over a year
ago, the group index receded
by 1.0 per cent.
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Index Numbers of Wholesale Prices by Major Groups, Groups and Sub-groups

(Base: 1970-71=100)

Major group, group & sub-group Weights in relation to Week ended
all-commodities 3.1.77 1.1.77 11.12.76 13.11.76 10.1.76
(Provisional) (Final)
iy 177.0 177.9 176.6 166.6
All Commodities (1000.00) 1782
} Primary Articles 416.67 171.8 169.2 168.0 166.9 157.2
A, Food Articles 297.99 155.4 153.6 1538 1540 1517
e (142 129.22 159.1 156.1 153.4 153.0 156.2
g"ffj:ams( 2 107.43 158.4 156.8 155.0 154.6 1522
Pulses 21.79 162.7 152.5 145.8 144.9 175.7
Froits & veetables 61.32 136.4 1340 138.7 1428 136.8
Eogs fish & meat 18.97 1822 1859 184.1 160.8 17122
o ment & spices 10.94 155.4 153.7 158.0 157.6 183.0
Oher food articles 16.04 184.5 181.3 170.5 167.0 156.3
B Non~fot;d Articles 106.21 186.3 181.1 175.6 170.7 1388
Z 31.73 199.1 193.9 185. 1 189.7 1474
lg;;;::ds 4201 182.1 174.7 169.5 1539 1139
- ticles 32.47 179.2 177.0 174.4 1738 160.1
Other nor l‘;"(’d artie 12.47 4431 4431 443.1 443.1 4527
il minerals 2.29 172.8 172.8 172.8 172.8 195.0
,gﬁ; e merals 4.16 1813 1813 1813 181.3 1912
Petroleum, Crude & Natural gas 6.02 7274 721.4 7274 7274 7319
Fuel, Power, Light and Lubricants 84.59 2321 2311 232.0 231.0 2289
» Power, 11.47 197.7 197.1 197.7 197.7 197.7-
Coal minind 9.12 267.6 267.6 267.7 261.7 267.1
Minera! ol 24.00 1758 175.8 1720 172.0 165.7
e ctared Products 49874 1745 1742 176.9 175.4 1638
n!
Food Products 13322 1829 182.6 1923 188.3 1540
00
A', odncts 3.88 181.4 181.4 181.4 181.4 181.4
L
g:;?eg & preserved fruits & vegetables 0.39 155.5 ;259525 213325 115153 1555
e and preserved sea food 0.36 2292 . . 91. 191.0
aaned 4 ducts 4.64 157.8 157.8 157.8 155.6 1704
Grain mill produc 1.85 159.8 159.8 159.8 159.8 162.4
Issakerygzﬁggfﬁ & gur 72.41 187.2 192.1 2127 215.0 175.2
ugar, ; hacolate 0.53 160.2 160.2 1€0.2 160.2 160.3
Sugar, confectionafy, €9%0% & 49.16 180.0 171.9 169.4 155.8 118.4
Misc. food produc 37.16 1718 162.6 160.2 147.4 147
Edible oils 9.05 218.7 212.3 211.1 190.1 1239
gi;:’“"'s.s . food products 2.95 164.2 163.7 157.6 156.1 1473
ther misc. . ,
27.08 166.0 166.0 166.0 166.0 168.0
obacco & Tobacco Products
B. Beverages, T 6.77 132.2 1322 1322 1322 1310
Wine industries 082 224.9 2249 2249 2249 1738
Soft drinks 19.49 175.2 175.2 175.2 175.2 180.6
Tobacco manufacture 110.26 159.3 159.0 159.1 157.6 1454
Textiles 81.02 1623 1620 162.0 1605 1437
Cotton textiles _ ~Continued
. 155 . JANUARY 28,1977
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Index Numbers of wholesale Prices by Groups —Continued : " Reserve Bank of Tndia (Rs crores)

e T e e e ] B i 1976 Variations over
Major group, group & sub-group  Weights in relation to Week " [ 7 _ e
all-commodities ~ ——— eek ended P Week ended Jan. 2 Dec. 24 Dec. 3! Week Month Year
********** — eek ende .
8.L.77 117 w27 1311076 10076 o 6,270 7,032 7,252 20 43 983
(Provisional) (Final) N‘;Efi ;:];:::1 6,305 7,266 7,262 o 45 961
__________ T T — 4 1 —21 _— .
Wooll & textil 514 e Notes held in banking department 36 > ‘ 4 23
oollen yarn cc tex o . . 211.2 211.2 194.4 Deposits I 108 0
Silk, ast silk & synthetlf: fibre textiles 12.83 155.9 1559 ?lsl 2 204 157.7 (l;:ntral and state governments 65 8(9)8 782 —li 6 1;? 43
Jute hemp & mesta textiles 12.14 127.7 . 8.5 159.5 K ceial banks 519 - 263
. 126.3 124.6 5 1219 Scheduled comme 3 32 9 7 13
Textile products n.e.c. 1.83 192.5 O 120.6 state co-operative banks 19 - , ‘
191.5 191.5 189.1 181.2 Scheduled p P 3 o3 — [ 1
D. Paper & Paper Products 8.51 1795 1795 1705 ”9~5 652 ' Other banks 1,405 C1,923 1,924 1 . 50 519
her & Leather Products 385 ' ‘ Other - 2,035 2,036 2,087 51 124 52
E. Leathe ea 505 2325 230.1 2320 2153 2188 Other liabilities 10316 12,212 12,188 —24 129 1,872
0»90 241.4 238.3 240.7 245 { 221.6 Totali liabilities/assets . ’782 2,302 2,286 —16 7 1504
. 203.1 203.1 203.1 203'1 209.6 Foreign Fxchange a'SSCtS’ 183 183 183 - . o
F. Rubber & Rubber Products 12.07 157.2 157.2 1572 ]5'7'2 1568 gﬁ:i ec?e?: :rrilge’l:’l:ihon 6,698 6,239 6,229 10 149 459
9.84 155.2 155.2 ' ' ' ' -
. ) 155.2 154.8 Loans and advances 205 .
2.23 166.3 166.3 166.3 i?éi 1659 Central and state governments 192 gg; 958 _24 gg : b
G. Chemical & Chemical Products 5548 1729 112.4 ™ 0 Scheduled comrpercial banks ;‘;2 250 475 5 57 jgg
}l;asicl industrial chemicals 726 189.4 189‘4 };;{3 ll;;g :;;1 Sta}:e coroperative banks 448 620 622 2 ? 174
ertilizers 12.52 185.8 185 : . ¥ Others
s . -8 . HY »,
Pesticides 1.16 232.7 232.7 iigf’j 185.8 §§§j§ Bills purcha-f’e;‘ and discounted 164 158 156 —2 9 _3
Paints & varn.ls.hes 1.92 2072 205.5 506.7 232.7 106.4 Commercid 270 164 183 19 -2 87
Drugs & medicines 9.83 134.7 134.7 1347 2059 ”9'7 Treasury 85 36 36 —_ 2 49
ggstz:;etnc.sl, soap, detergent 5.86 167.6 167.6 167.6 1l 2:; 176' 4 Investments 572 873 856 . —17 15 334
ible oils 1.54 186.8 : . i ’ Other assets I : - — -
Synthetic resins, resins & plastic materials 8.30 165.6 }gg 167.6 149.9 105.7 Wus batances held ai?road-. d-hoe treasury bills - Source: Reserve Bank of India
Dyestuff & other chemicals n.c.c. 7.09 176.8 176 1936 164.0 1677 #+Government of India rupee sccurities including ad-hoc . .
L 3 176.6 176.6 170. Scheduled Banks : Business in India (Rs crores)
H. Non-metallic mineral products 1415 1903 1903 19 4 T All scheduled banks Scheduled commercial banks
Structural clay products 1.82 210.4 2104 0.2 190.2 189-2 ~ 1976 , 1976
Glass & Glass products 1.98 190.3 193 ?;0-2 210.2 201-6 Week ended e o )
Iéarthen v;/.are zee;rtsltxee: pottery 0.96 253.3 353.3 25(3)-§ 190.1 ;;‘;3 i Jan. 2 Dec. 24 Dec 31. Jan. 2 Dec. 26 Dec. 31
fea products, ACC & mi Il "o 17338 173.8 1738 o 17 13,977 17,422 17,743 13,751 16,822 17,132
Mica produet e e - 1738 s “Aggrogate deposits 5728 6,681 6,39 5,660 6,562 6,762
. 198.6 198.6 198.0 108 186.4 Demand 8,248 10,741 10,853 8,092 10,260 10,369
I. Basic metals, alloys & metal products 5974 190.5 6 Time K 965 1,422 1,422 ‘ 452 982 . 958
(Basic metals & alloys (1+2) (46.51) i 92' " 1905 190.5 190.6 1872 Borrowings from Beserve Bant . 475 232 287 - ‘ 95 12 12
Iron steel & ferro alloys 34.73 l87..0 1192'3 192.8 192.8 190.4 Against usance bills/pro. note 190 1,190 1,135 357 970 946
Non-ferrous metals & their alloys 11.78 2097 287.0 187.0 187.0 185.7 Others ) Bank 881 1,266 1,181 860 1,241 1,147
Metal products 13.23 1826 09.6 209.5 209.8 205.3 Cash and balances with Reserve e 246 367 340 344 365
i transport equipment ' 182.6 182.6 182.6 1760 Cash 538 920 . 814 >19 898 782
J. Machinery & trapspo equipmen 67.18 170.0 169.9 1 0 Balances 5,622 5,677 5,438 5,492
Machl'nery & m‘achme tools (1-1-2) 50.45 170.6 ]70-5 69.8 169.2 172. et 1930 3,980 ‘ 3.824 3874
Electrical machinery 19.54 162.7 162'7 170.5 169.7 172.5 42,““ mment securities 3264 1’692 UeoT 3,164 V614 1,618
. . . . . n . [ B ) N A
Non-electrical machinery 30.91 175.7 1755 162.7 160.8 166.6 aver o securities L0 13925 10,103 o 12985
Transport equipment (i) +(iv) 16.73 1679 ' 175.4 175.3 1762 Other appte o 828 12,130 8,085 10,844 11,114
Motorvehicles & parts 13.73 1733 iggg o7 167.9 1702 - de;: dits and overdrafts 8,353 ll’608 628 ’ 608 ,6.17.8
i : . ) -credi
Moter cycles, scooters bicycle & parts 3.00 143.1 43 1113(3) 1733 11;? %:lzltllsci ‘t::lsl s.gurchase 4 600 613 623 1,599 613 623
K. Miscellaneous Products 7.20 1643 1 . 143.2 1 discounted} ’ 316 319 316 319
Wood & wood products 1.74 1 64.8 1648 164 166.4 .4 ooarchased 240 - 226 - 419 240 . 226
: _ 60.2 160.2 8 Foreign bills-pu 419
Other mfg. industries n.e.c. 5.46 166.2 166'2 160.2 160.2 160.1 discounted 630 721 - 6.66 22%)51 : 3;;2; 6.70
: 166.2 166.2 168.4 it roti ' 2.2 20 . 2% : 32.06
e ——— : ) t rotio 35 21 .
Source: Office of the Economic Adviser, Deptt. of Industrial Development — ﬁ\a::s g:g:ts—ldespite atio 2734320 78.09 78.48 7347 75.03 75.35
) Credit-desposit Tafio . Source : Reserve Bank of India.
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Consumer Price Index Numbers for Industrial Workers
(Base 1960=100)

1965- 1969- 1970- 1971- 1972- 1973- 1974- 1975- 1976

Centre 6 70 T 72 13 14 15 16 C@ D YE E’i‘ E
April  May June July Aug. Sept Oct. Nov. =5
All India 177 186 192 207 250 317 313 289 290 291 297 298 302 304 306 édj SOMKZéZﬂg fér

Ahmedabad 130 169 176 181 198 245 305 293 273 269 269 276 279 283 281 280
Alwaye 145 197 198 202 215 267 346 358 325 313 321 326 318 322 3 328 J/
Asansol 140 178 189 194 206 245 316 317 306 306 307 314 319 319 331 323 " OZ/I‘ OZJZ”

Bangalore 144 183 186 194 212 265 318 332 302 299 301 312 312 319 326 335, f&fﬂ[(’y

Bhavnagar 132 178 186 194 217 273 - 321 315 282 291 291 291 297 301 303 300
Bombay 130 175" 182 190 203 233 289 300 291 290 294 298 294 298 297 299
. Calcutta 131 172 182 187 197 228 283 287 286 288 293 296 293 298 306 303
Coimbatore 132 154 163 177 189 218 209 319 281 283 285 300 312 313 315 313

~ Delhi 136 185 199 211 222 265 337 333 324 320 324 328 334 335 334 33
- Digboi 138 180 189 188 198 234 310 317 304 308 317 309 311 310 309 308
Gwalior 139 184 191 197 214 271 348 324 301 305 308 316 322 322 320 314
Howrah 137 176 186 191 206 239 298 290 283 286 286 291 285 290 296 300

Hyderabad 140 185 189 195 211 251 304 316 289 293 295 301 303 304 311 317
Jamshedpur 136 170 183 187 202 249 313 293 275 274 275 280 284 284 297 297

Madras 134 160 170 182 203 229 30l 314 272 273 276 281 280 283 289  oog D G
Madurai 128 152 183 192 206 236 334 333 280 284 287 291 293 205 303 316 100, Cofton Febrics too.-
Monghyr 151 188 205 204 225 292 263 325 290 289 292 313 317 325 330 30 For her and the litile ones

" Mundakayam 138 191 197 19 210 263 337 346 312 301 304 309 303 305 305 309 3 supech rango of Drcs
Nagpur 138 176 187 192 203 256 314 326 281 283 289 298 294 305 305 1303 “Terene' Suiting, Shirting
Saharanpur 141 181 186 198 213 253 338 313 304 300 299 303 297 298 205 993 Sooran caours ana o
Sholapur 128 176 185 191 216 277 325 342 300 393 288 291 306 314 319 320 , wosves ol sac

Source : Labour Bureau, Government of India, %&Eﬁfﬁzgﬁgowon
i Bir) \
Consumer Price Index Numbers for Urban Non-manual Employees 0):1212:?&} 5

(Basc 1960== 100)

e e ——
—

1965- 1969- 1970- 1971- 1972- 1973- 1974- 1975- 1976 !
Centre 6 70 71 .72 73 74 15 76 —_—
Apr. May June July Aug. Sep. Oct.
All-India 132 167 174 180 192 221 270 277 267 268 270 275 277 279 280
Bombay 132 162 168 172 183 204 241 249 248 249 253 256 256 256 256
Delhi-New Delhi 131 168 174 180 190 217 262 273 267 270 272 273 276 2717 974
Calcutta 126 162 170 174 180 204 238 243 241 244 246 249 252 250 255
Madras 133 161 175 188 204 231 291 306 285 285 287 290 291 293 296
Hyderabad-Secunderabad 133 167 174 180 195 223 270 283 270 271 273 277 278 28p 283
Bangalore 133 164 172 180 194 228 272 284 276 273 273 278 280 285 28g
Lucknow 132 161 166 174 185 215 255 270 267 266 266 272 272 2712 2714
Ahmedabad 131 168 171 173 188 222 271 272 256 254 258 262 263 266 264 ;
Jaipur 133 176 183 188 205 244 308 311 300 301 306 310 311 1314 313
Patna : 139 180 191 190 199 229 286 284 275 273 274 279 273 234 288
Srinagar 134 174 184 191 200 215 262 283 291 294 293 296 296 298 302
Trivandrum 131 172 178 184 198 231 280 297 295 295 295 300 299 302 304
Cuttack-Bhubaneswar 142 169 176 184 196 221 266 270 259 259 259 9267 2711 274 278
Bhopal 133 172 180 188 204 238 295 296 284 285 288 298 g7 29 207
Chandigarh 129 171 178183 194 217 265 278 278 277 278 283 g 286 283
hillong 123 g64 165 175 Mg 208 257 274 261 265 264 268 210 279 267 — o
Shi o ot .~ Printed and published by R.P. Agarwala on behall of the Eastern Economist Ltd., United Commercial Bank Buildip
- v - J L Source: Central Statistical Organicati Parfiament Street, New Delhi, at the New India Press, K-Block, Connaught Circus, New Delhi, B

] 7% o , rganisation. Editor : V. Balasubramanian Registered at the GPQ, London, as a newspaper
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IN ANY SCRIPT YOU ORDER :

ATUL ENSURES GOODS OF
PROVEN QUALITY

ACID DYES, DIRECT DYES, TULATHOLS
TULABASES. SULPHUR BLACKS, DISPERSE
DYES, OPTICAL WHITENING AGENTS,

DYE INTERMEDIATES, PHARMACEUTICAL
INTERMEDIATES, INORGANIC CHEMICALS
WEEDICIDES AND PHARMACEUTICALS.

CONTACT:

THE ATUL PRODUCTS LIMITED

P. O.. ATUL DIST: VALSAD. PiN: 396 020 (GU. JARAT)
Tel: 61, 62, 63, 64, Gram. ‘TULA" Atul. Telex 018-248
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