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of the Uni ted Nations' forces in 
Korea to reinstal Syngman Rhee at 
Seoul? 

Strange as it may seem, the re
instatement of Syngman Rhee has 
not provoked the comment it de
serves, though much is being talked 
about the right and the military 
necessity of the United Nations' 
forces to cross the Parallel. If 
General MacArthur 's forces have 
not yet crossed the line that ar t i 
ficially divides Korea in two, it is 
not because of doubts whether the 
United Nations' forces are em
powered to do so without fresh 
authority but because Washington 
and London have been left in no 
doubt that Peking and Moscow 
would resent violation of their 
neighbour's territory. W i t h the 
United Nations' forces paused on 
the 38th Parallel on the face-saving 
plea that they are awaiting North 
Korea's response to General Mae-
Arthur's call for unconditional 
surrender, the scene is shifted 
to Flushing Meadows. 

At Flushing Meadows, t h e 
United Nations' Political Commit
tee are now debating two proposals 
for the solution of the Korean 
problem—one sponsored by Ame
rica, and the other put forward by 
Britain and some other countries. 
Though there are differences in 
details, the British and the Ameri
can plans for Kotva are agreed on 
the need for free and fair elections 
in Korea for a single representative 
Government, the elections to be 
supervised by the United Nations. 
The Soviet proposal is also aimed 
at the unification of Korea, though 
Moscow emphasises that Koreans 
must be allowed to form their 
future government and Russia and 
China should have representation 
in the United Nations' Committee 
to act as observers to the national 
election. 

Even those who take pride at the 
international police force functioning 
in Korea, w i l l not deny that South 
and North Koreans have been 
fighting a civi l war. It is well to 
bear in mind this aspect of the 
fighting in Korea for a proper 
assessment of the Soviet proposal 
that there should be an immediate 
"cease fire" and that an inter im 
government should be elected b) a 
jo int assembly of the existing legis
latures of Nor th and South Korea. 
Though the latter proposal is likely 

to be, rejected by the United 
Nations as it would unduly weigh 
the balance in favour of Nor th 
Korea, the Soviet Un ion can legi
timately argue that if a "cease 
fire" was deemed proper in Pales
tine, there is no reason why the 
United Nations should not adopt 
the same procedure in Korea, r id 
den by a civi l war. 

Irrespective of diplomatic finesse 
or of obscure technicalities, it is well 
to remember that what has been 
happening in Korea is a bloody 
civi l war. There is formidable evi
dence that both South and North 
Koreans desire one and united 
Korea. Also, there is impressive 
evidence that the majority of South 
Koreans do not accept or endorse 
Genera] MacArthur 's attitude to
wards Syngman Rhee. This fun
damental fact overshadows every
thing else that has happened in 
Korea before and after June. And 
the United Nations w i l l stand or 
fall by doing the right thing by 
Korea. Whether Koreans should 
form an interim government, as 
proposed by Russia, or whether a 
United Nations Commission should 
function as an intermediate admi
nistration, pending general elections 
throughout Korea, are matters of 
detail. 

The Uni ted Nations, however, 

H E R E is hardly anyone today 
who can speak wi th the same 

authority on the subject of protec
tion to industries as Dr. H. L. Dey. 
This is both by virtue of his train
ing and his wide practical experience 
in tariff-making in the eventful post
war years. The Gokhale Institute 
of Politics and Economics, therefore, 
deserves to be congratulated for in
vi t ing Dr. Dey for the Kale Memo
rial Lecture this year to speak on 
the policy of protection in India-* 
It is not always that lectures intend
ed for a select audience make good 
reading when reproduced in book 
form. H a d Dr. Dey sat down to 

* Policy of Protection in India, A Re
trospect. By H. L. Dey, R. R. Kale 
Memorial Lectures, 1950, pp. 25, price 
Re. 1. 

w i l l be judged by the ultimate poli
tical outcome of i t s actions. The 
mil i tary campaign, however br i l 
liantly fought, w i l l end in a mise
rable failure if the Uni ted Nations 
lose the political battle. Despite 
its deficiencies, it would be unchari
table to deny the prestige of the 
international police force operating 
in Korea. That prestige . w i l l 
wither away if the Uni ted Nations 
lose the moral battle. There is 
nothing much to be proud of Korea 
as the symbol of democratic resist
ance to aggression unless Korea 
goes down to history as the symbol 
of collective security. This pre
supposes admission of China into 
the United Nations and Chinese 
and Russian participation in the 
UN Commission for Korea. Above 
all, Korea must be nursed and 
built up as the United Nations' 
shop window. It must be rehabili
tated and reconstructed under the 
auspices of the United Nations to 
become a peaceful and prosperous 
State where Koreans w i l l have the 
right to live as they like and under 
a government chosen by them. 
As the military situation fades into 
the background, the political and 
moral aspect of the Korean prob
lem looms large. Wi l l the United 
Nations rise to the occasion? Or, 
w i l l it succumb to power politics? 

write a learned treatise, perhaps the 
lacuna one finds in these lectures 
would not have been there, nor 
would the treatment of some of the 
issues which have been raised but 
not pursued to their logical end been 
left incomplete. But wi th in the l i 
mits he has set himself, Dr . Dey has 
succeeded putt ing in more matter 
than he has left out and the result 
is stimulative reading even though 
it be not as complete as one would 
have wished. 

The conclusions show the mellow
ing influence of experience on a 
mind trained in high theory which 
is judiciously and very materially 
tempered by commonsense. For 
Dr . Dey, it may be recalled, had 
started his career as a critic of pro
tectionist thinking and had naturally 
been a severe critic of tariff-mak-
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ing in Ind ia . But now, judging by 
results, he is convinced that the 
policy of discriminating protection, 
w i t h i n its l imited scope, has achieved 
a fairly large measure of success. 
The criticism now is not of tariff ' 
making; it is rather of the l imited 
scope of the policy of discriminating 
protection. This apparent change 
in Dr . Dey's stand only proves that 
a great deal of leeway remains to 
be made up between theory and ap
plication. This makes one cautious 
in commenting on the present work
ing of the Tar i f f Board. 

In all about forty industries have 
been granted protection on the re
commendation of the present Board. 
It is,, however, interesting to note 
that in a majority of cases, the 
Board found that the prevailing re
venue duty was adequate for the 
purpose on the whole. The Board 
seems to be satisfied from the sub
sequent reviews undertaken that 
protection to these industries has 
been amply justified. Dr. Dey has 
not, however, told us whether effi
ciency in the protected industries 
has increased in terms of production 
per man hour. We stress this point, 
because on this w i l l depend the u l t i 
mate reduction of costs and pros
pects of lightening of burden on 
the consumer. 

OR the first time in eleven years, 
the Canadian dollar has been 

left free to find its own level in the 
foreign exchange market. This is in 
flagrant violation of the rules of the 
International Monetary Fund which 
does not allow its member-countries 
to vary the exchange value of their 
currencies by more than one per 
cent, normally. A ten per cent, 
variation is permitted only under 
exceptional circumstances, to meet 
structural alteration in the balance 
of payments. In view of the very 
special circumstances of Canada, 
however, the I M F may overlook this 
breach by normal regulations. 

The Bank of England has taken 
the unusual step of announcing 
widely differing buying and selling 
rates Canadian dollars from time 
to time, and the Reserve Bank of 
India , it is understood, has directed 

In discussing the problems of 
tariff-making, Dr. Dey rightly gives 
the pride of place to the determina
tion of the fair-selling price of the 
indigenous product. In India, very 
few industries maintain a proper 
costing system. This makes the 
task extremely difficult for the 
Tariff Board. But it should be 
stated that the examination of costs 
by the present Board is a definite 
improvement on the practice of the 
pre-war Boards. 

Dr. Dey has just touched on the 
controversial question of replace
ment cost and depreciation allow
ance and has left it as insoluble. 
Here one expected a lead from him, 
but is left disappointed. Equally 
disappointing is his treatment of 
the return on capital. The present 
practice seems to be to allow 10 per 
cent, return on the original value 
of the block. This return should 
cover dividends, managing agency 
remuneration and reserves. It is a 
little difficult to understand the logic 
behind relating returns to the value 
of the block. The practice else
where is to allow a return on capital 
employed. This principle was 
adopted by the Government of India 
also in determining the excess and 
the business profits tax. Secondly, 
what forbids the Board from ear
marking the amount to be set aside 

licenced dealers to follow these rates. 
Business in Canadian dollars in 
India has to be booked on the basis 
of the London quotations, and while 
the Reserve Bank continues to au
thorise covered transactions, its prior 
approval is now necessary for sales 
of Canadian dollars. 

In retrospect, it appears that 
Canada 'created trouble for herself 
by devaluing her dollar in Septem
ber last, when there was no neces
sity for her to do so, in order to ac
commodate Britain. Undervalua
tion can also create a problem. Ex
change speculators took full advan
tage of this undervaluation, then1 

was unwelcome inflow of American 
capital which sought temporary ac
commodation in Canada in antici
pation of the eventual appreciation 
of the Canadian dollar. The volume 
of such capital imports has been 
estimated at $300m. 

The immediate effect of freeing 

as reserves for replacement and de
ciding what should be a reasonable 
remuneration for managing agents? 
Thirdly, there is the important ques
tion whether at the current level of 
taxation, the 10 per cent, return on 
block is sufficient for a fair return 
en paid-up capital. Let us take the 
example of sugar industry which 
Dr. Dey has quoted in justification. 
The paid-up capital of the sugar 
section of the eight costed mills is 
Rs. 19 lakhs. Ten per cent, en 
block gives a return of Rs. 17.63 
lakhs. If we allow ten per cent, of 
this as remuneration to managing 
agents, the returns are reduced to 
Rs. 15.8 lakhs. At the current 
level of taxation, the amount is 
further reduced to Rs. 9.4 lakhs. 
If we earmark 40 per cent, of this 
for reserves as in the case of the 
textile industry, the amount for 
distribution as dividends wi l l come 
to Rs. 5.6 lakhs, which is just 
4 per cent. Perhaps, this rate of 
return may be adequate for the 
sugar industry. W i l l risk-capital 
be attracted to new industries at 
this rate? 

Dr. Dey complains that the Hoard 
had to draw " the attention of the 
industry as well as that of the Gov
ernment Departments concerned to 
their failure to implement some of 

(Continued on Page981) 

the dollar has been a rise in the 
prices of Canadian goods in the US, 
and also 1 general upswing of Ca
nadian export prices. Canada had 
already announced her decision to 
relax restrictions on the import of 
consumer goods from the US from 
January next. 

From a distance, the changes in 
the official buying and selling rates 
appear to have only one end in 
view, viz., how to effect an orderly 
repatriation of the unwanted capital 
which had flown in and had been 
locked up in Canadian securities 
without upsetting the Canadian 
money market. 'The eventual re
turn of the Canadian dollar to parity 
wi th the US dollar may be taken 
for granted. 

Commonwealth Financial Talks 

HE one outcome of the Com
monwealth talks which is- not 

left in any doubt is that there is no 
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