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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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This is a considerable improve
ment, but even so, it is far from the 
safety l imi t which may induce Br i 
tain to take the risk of removing 
import restrictions, and restoring the 
convertibility of sterling into dollars. 
Sir Stafford Cripps puts this safety 
l imi t at $10,000 millions as against 
current reserves of $2,756111. which 
has been interpreted by his critics 
as an admission that non-convert
ibil i ty and discrimination must be 
regarded as permanent features of 
British economic policy. Whatever 
it may be, Britain seems to have suc
ceeded during these financial talks 
in persuading other members of the 
Commonwealth of the desirability of 
maintaining the 25 per cent, cut in 
dollar imports. 

The gold and dollar reserves of 
the sterling area sunk to $1,340111., 
immediately before devaluation, the 
lowest level ever touched, the quar
ter ending September 30, 1949 hav
ing the record deficit of $539111. In 
the next quarter the deficit was 
brought down to $31111. This was 
after devaluation, which changed 
the tide, for in the first quarter of 
1950 the sterling area earned a net 
surplus of $40m, which in the se
cond quarter improved to $18m. 

The reserve at the end of June 
1950 stood at $2,422111., the earning 
of $ i8om. during the quarter hav
ing been augmented by $240m. of 
Marshall A i d , and drawing on Ca
nadian credits of $18m. This com
pares w i th $2,241111. on March 31, 
1948, immediately before ERP. 

Technical Aid From Unesco 

N D I A and Pakistan are two of 
the beneficiaries in UNESCO's 

technical aid to 12 countries, begin
ning from October 1. The total 
cost of the proposed scheme is 
$850,000. 

India wi l l receive assistance to 
the tune of $229,200 to set up a 
centre for scientific bibliography. 
Besides, India wi l l also get the ser
vices of seven UNESCO experts for 
promoting research in plastics, 
physics, dam design and marine 
architecture. Pakistan wi l l receive 
an aid of $140,000 which wi l l be 
used to set up an institute of geo
physics, the first in Asia, as well 
as to expand broadcasting facilities. 

Other South-East Asian countries 
benefitting by UNESCO's scheme 
are Ceylon ($72,500), Indonesia 
($82,000), I ran ($10,000), and Thai
land ($51,950). 

Capital Issues during 1949 

E R M I S S I O N for capital issues 
was given for Rs. 63 crores du

ring 1949, heavy as compared w i th 
issues for Rs. 125.57 crores permit
ted in 1948. The fall was partly 
due to the raising of the exemption 
l imi t for which such permission is 
necessary and the shyness of capital 
during the period. 

Of the total demand for capital 
made, only 87.8 per cent, was con
sented to during the year and the 
demand for capital issues to the ex
tent of Rs. 8.79 crores was refused. 

Foreign investment permitted 
from A p r i l 1948 to March 1950 
amounted to Rs. 17.96 crores; eight 
foreign companies were refused per
mission involving investment of 
Rs. 11.65 lakhs. There was some 
relaxation in the control of capital 

issues in August 1945, when exemp
t ion was granted for issues upto a 
l imi t of rupees one lakh; later this 
exemption was raised to Rs. 5 lakhs. 

Islamic Economic Conference 

HE second session of the Inter
national Islamic Economic 

Conference was held at Teheran last 
week under the presidentship of the 
Pakistan Finance Minister Ghulam 
Mahommed who had been the guid
ing spirit behind the Conference, ever 
since its first session at Karachi a 
year ago. 

At the Karachi session it had been 
decided to set up an Association 
which would serve as the clearing 
house of information regarding plan
ning and policy making i n ' the 
participating Middle Eastern coun
tries. Originally the organisation 
was intended to be an unofficial 
body of financiers, businessmen and 
technicians but the kern interest 
which the Governments have been 
taking in the organisation has al
most made it a semi-official body 
recognised and actively supported 
by the Governments of the Midd le 
East. 

A t Teheran, M r . Ghulam M a 
hommed pleaded in his presidential 
address that all Islamic "'countries 
should jo in together for industrial 
planning on a zonal basis. The 
desire for economic self-sufficiency, 
he contended, may be flattering to 
the self-esteem of certain individual 
States but it was fatal to the 
healthy economic progress of the 
states put together. 

To effect greater co-operation in 
economic matters for which the 
organisation was mainly intended, 
M r . Ghulam Mahommed suggested 
setting up of two commissions, one 
for fact finding and economic sur-
veys (information regarding which 
is very inadequate and in some 
cases altogether lacking in most of 
the Islamic countries) and another 
for joint planning. They are i n 
tended to work along the lines of 
the regional technical organisation 
of the UN now working in Far 
East and La t in America. A scheme 
for a Central College of Econ
omics, for which funds have already 
been promised, is being thrashed 
out at Teheran. If i t materialises, 
the College w i l l keep the Govern
ments of the Middle East well i n 
formed about trends in modern 
planning. 

JOINT STOCK COMPANIES IN INDIA 
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Tobacco Exports 

H I L E there has been an all 
round decline in tobacco 

production in the important pro
ducing countries of the world, South 
Dhodesia is a singular exception of 
greater production. This year's 
target of 105 mil l ion lbs. has been 
exceeded, and next year's crop is 
expected to exceed 125 mil l ion lbs. 

Increased production in the Com
monwealth countries has been 
emphasised, since that would mean 
a saving of dollars to Bri ta in in 
particular. According to reports, 
production in the USA, the chief 
producer, shows a downward trend. 
The present area under tobacco is 
slightly less than in 1949 and the 
y ieM is expected to be less by 15 
mil l ion " lbs. than in the previous 
year. In Canada, too, the total 
area under tobacco is estimated at 
102,000 acres,—7,000 acres less than 
last year. 

The total leaf production in India 
in 1949-50 was about 550 mill ion 
lbs; of this, flue-cured tobacco 
amounted to 80 mil l ion lbs., 5 mi l 
l ion lbs. more than in the preceding 
season. 

In spite of U K ' s efforts to res
tr ict dollar imports, as much as 
two-thirds of her 264 mil l ion lbs. of 
flue-cured tobacco imports were 
provided by the United States and 
Canada. The dollar allocation for 
tobacco in 1950-51 has been fixed 
at 77.4 mill ion dollars, 20.6 mill ion 
less than in 1949-50. Imports into 
Bri tain of tobacco, both flue-cured 
and other types, have increased 
from 216 million lbs, in 1947-48 to 
309 million lbs. in 1949-50. Of the 
total imports in 1949-50, United 
States and Canada supplied 177 
mill ion lbs. India has only an in
significant position in the supply of 
tobacco to U K , her total tobacco 
exports in 1949-50 being 46 mill ion 
lbs. 

Since the end of the War, the 
pattern of international trade in 
tobacco has been changing. While 
during 1934-39, the USA supplied 
about 75 per cent, of the imports 
of the United Kingdom, during the 
year 1949, only a little more than 
one-half of the United Kingdom 
supplies came from the USA. I n 
creased supplies came from British 
Commonwealth countries and 
Turkey. 

Exports to the United Kingdom 
account for about one-third of the 
total USA tobacco exports during 

1949 compared to one-half during 
the immediate pre-war years. On 
the other hand, exports to Western 
Europe, other than France and the 

United Kingdom, were larger dur
ing 1948-49 than in the pre-war 
period. This was, of course, because 
of ERP. 

U . K . : Unmanufactured Tobacco Imports 
July-June Season 
(million lb., dry weight) 
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U.K. Insures Dollar Exports 
N E W scheme, known as 

" Joint Venture," has been an
nounced by the UK Government 
this week to assist exporters to the 
dollar markets. The scheme amounts 
to a sharing of risks involved in sell
ing goods in these markets and 
guarantees an exporter to the Uni ted 
States or Canada against any loss 
resulting from his endeavour to i n 
crease his turnover in these markets. 
The exporter and the British Gov
ernment w i l l share the trading profit 
and loss account. 

Further details w i l l be eagerly 
awaited in this country as well as 
elsewhere and it is reported that the 
Economic Co-operation Administra
t ion and the Western Union Nations 
arc keenly interested in the scheme 
and are studying its principles. 

If successful, it may very well 
revolutionise the held of credit 
insurance in the next few years. It 
w i l l be interesting to know what role 
the Export Credit Guarantee De
partment wi l l play in the new scheme 
and how far the latter can be push
ed without invi t ing retaliatory mea
sures from other countries supplying 
the dollar markets (even from the 
US, itself may be) on grounds of 
unfair competition and the like. 

U.S. Balance of Payments 

HE exchange adjustments of last 
September were followed by 

an abrupt reversal of the movement 
of international reserves. The out
side wor ld , which had paid the US 
$516 mi l l ion from its gold and dol
lar reserves (including newly pro
duced gold) in the half year pre
ceding devaluation, acquired $747 
mil l ion from the US in the next six 
months. The difference in the 
movement of reserves was more than 
$1.2 bi l l ion. 

This shift was largely the result of 
a decline of $1.4 bill ion in US ex
ports of goods and services and a 
rise of $400 mi l l ion in US imports. 
It is not possible, of course, to know 
to what extent these changes were 
the consequence of the devaluations. 
Whi le US imports were $400 m i l 
l ion higher in the half year follow
ing the devaluations than in the; pre
ceding half year, their increase may 
reflect a seasonal increase or an up
swing in US business activity and 
they were still $200 mil l ion below 
their level in the corresponding six 
months of 1948-49. Similarly the 

$1.4 bi l l ion reduction in exports of 
goods and services was due to the 
imposition of trade restrictions 
abroad as well as to the increased 
cost of US goods to foreign buyers. 

Foreign countries' payments to 
the US on account of private capital 
movements and unrecorded transac
tions (which are believed to consist 
in large part of unrecorded capital 
flows) declined by $500 mi l l ion in 
the six months following devalua
tion. This shrinkage, together w i t h 
the changes in US exports and i m 
ports of goods and services, was re
flected in a corresponding change in 
compensatory financing. US aid 
was about $900 mi l l ion less and, as 
has been noted, there was a reversal 
in the movement of foreign reserves 
as a result of which foreign coun
tries added over $700 mil l ion to 
their holdings. 

During the half year following 
devaluation, UK added $560 m i l 
lion to its gold, US dollar and 
Canadian dollar resources, and Ca
nada increased its gold and US dol
lar holdings by $207 mil l ion. The 
Netherlands, Japan, South Africa 

R . S U K U M A R C H A K R A -
V A R T Y in his article on 

' ' India and Burma" in The Econo
mic Weekly of 9th September has 
done well to stress the urgent need 
for a long-term agreement for 
Burma rice. There is l i t t le to ind i 
cate that the Government of India 
have given the necessary attention 
to the value of rice in Indian eco
nomy. W i t h the Eastern and South
ern part of the country so largely 
dependent on rice, India's food pro
blem is primarily how to procure 
the maximum quantity of rice. 
Burma on which we have tradit ion
ally depended for large supplies of 
rice may be in a difficult economic 
or political state today, but her eco
nomy is so complementary to that of 
Ind ia that we can never give it too 
much thought. 

T h e Government therefore must 
view the present high price of 
Burma rice in the context of 
Burma's potentiality to purchase 

and Switzerland also added substan
t ial amounts in the same period. 
The increase in these countries' re
serves was considerably in excess of 
the outflow from the US, the dif
ference being largely due. to the new 
gold production abroad. 

The main changes in the US 
balance of payments from the half 
year ending September 1949 to the 
year ending March 1950 may, there
fore, be summarised as below: 

Indian exports as well as Burma's 
capacity to supply year after year 
just those articles in which we are 
primarily deficient. 

It is not generally known that last 
year the Burma O i l Companies con
tinued to incur large capital expen
diture to rehabilitate the oi l indus
try in spite of serious polit ical i n 
security at the instance of the British 
Government which promised to 
make good al l the loss which the 
Companies might suffer. This ought 
to open the eyes of the Indian Gov
ernment and indicate how urgent 
it is to forge the closest economic 
links w i t h Burma even if we have to 
incur some financial loss for a few 
years. It is the duty of the Govern
ment to view these problems in their 
long-term perspective. Due to par t i 
t ion and in the light of strained re
lations w i t h Pakistan the need for 
still closer economic relationship 
w i t h Burma cannot be too strongly 
emphasized. 

H . T , P A R E K H , 

"India And Burma" 
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