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monwealth country which d id not 
devalue her currency. 

The issue also deals wi th the 
external trade of USSR. While 
exports from the Soviet Union rose 
in value during the first half of 
1950 compared wi th the corres
ponding period of 1949, imports to 
USSR fell in value by half. 

Iron Ore Resources 

THE feasibility of utilising avail
able iron ore resources in the 

undeveloped areas as a primary 
step towards promoting higher 
standards of l iving in these areas 
is stressed in a recent UN report 
on " Wor ld I ron Ore Resources 
and their Util isation." Most of 
the undeveloped regions contain 
iron ore' of rich metallic content. 
The more populous ones have re-
sources to support a large iron and 
steel industry, and the less popu
lous ones have iron ore deposits 
suitable for economical mining. 
The principal factor retarding the 
development of a large and modern 
industry is the absence of adequate 
markets, though of course, in a few 
of the under-developed countries, 
the demand for steel products 
exceeds the minimum required for 
setting up an economic iron and 
steel industry. 

The development in South-East 
Asia could be maximised by a two-
way exchange of iron ore of the 

'various countries for Chinese cok
ing coal. According to the Report, 
the annual production in both 
India and China can be raised to 
20 mil l ion tons, more than ten 
times the present levels. Though 
Africa lacks coking coal, this can 
be made up by a two-way ex
change of Nor th African iron ore 
for the coking coal of Europe. 

Calcutta Tramways 

THE Calcutta Tramways Com
pany is one of the major 

sterling companies operating in 
Ind ia today. Though every encour
agement is given to foreign capital 
in India, the speech of the Deputy 
Chairman of the Company in 
London did not strike an optimis
tic note. 

According to the existing arrange
ment, the Calcutta Corporation 
has the recurring right to purchase 
the undertaking every seventh year. 
The chief grievance of the Com
pany is that the purchase price 
being based on the average annual 

earnings during the previous seven 
years, there is no Incentive left for 
expansion. Any capital expenditure 
made during the period w i l l not 
be remunerative in that it w i l l not 
be computed' in the purchase price. 
Uncertainty of tenure, retards ex
pansion. But the question of a 

WI T H the confirmation of the 
news of the invasion of 

Tibet, the air is thick wi th rumours 
of a change in our foreign policy 
and there have been rumours that 
a section of the Cabinet has also 
been in favour of a more positive 
policy towards the Western Powers. 
This reflects, perhaps, only the 
view which the Congress President 
has been stating since his election 
which may be expected to have its 
own adherents in the Cabinet among 
those known to support h im. But 
in any case, any such swing can 
only be consistent wi th previous 
positions taken by the Prime Minis
ter; if Sir B. N. Rau's statement 
is any indication of the policy, there 
w i l l be no wavering even now  
about admitting Red China to the 
U . N . if only to impose on her the 
obligation to respect international 
law. The Tibetan invasion can 
be regarded as China not recipro
cating India's fa i th; since any out
side aggression in Tibet can only 
come through India, it amounts 
to denial of confidence in India's 
ability to prevent i t . 

Political circles point out that 
this is th i rd occasion on which 
the Prime Minister has been misled 
—the other two being Russia's 
return to the Security Council 
and the possibility of China enter
ing the war if the UN troops 
crossed the 38th Parallel. Some 
observers, however, take the view 
that the Tibetan incident may 
serve to restore balance to Pandit 
Nehru's independent foreign policy 
because it has not been hitherto 
as independent of the feelings of 
China and the USSR as it has 
been of the policy of the Western 
Powers. The exultation in the 
American and sections of the Eng
lish Press over this incident re-

fair purchase price need not be 
such a debatable point. Can "a 
reasonable return to shareholders" 
not be given a precise interpreta
tion? For the Company has been 
maintaining a very efficient service 
and has not been slack in the 
modernisation of rolling stock. 

veals the extent to which misunder
standings with the West have 
developed so far. 

Non-Lapsable Found for Irrigation 

The Planning Commission has 
addressed a twenty-five page printed 
letter to the Government of India 
exhorting the latter to set up non-
lapsable Ways and Means Funds 
for financing irrigation projects in 
future, and the Deputy Prime 
Minister himself drew attention to 
it last Tuesday. Inaugurating the 
annual meeting of the Central 
Board of Irr igation, Sardar Patel 
stressed the need for comprehen
sive planning and took the; engineers 
to task for incomplete or visionary 
project estimates which they have 
submitted in the past. 

Though India has the largest 
irrigated areas in the world, we 
have so far utilised less than 6 per 
cent of the total water resources for 
irrigation and i / a per cent for 
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power generation. The mul t i -pur
pose projects can be utilised not 
only to irrigate 41.6 mi l l ion acres 
of land but they w i l l also be a 
source of electric energy which 
Will enable us to conserve our coal 
for better purposes. 

The Planning Commission's plan 
for development of water resources 
of India dur ing the next fifteen 
years contemplates an expenditure 
of Rs. 1,900 crores and looks pretty 
ambitious, especially in view of past 
performances. The basic features 
of this plan which the Finance M i 
nister has since described as a. 
'yard-stick' rather than a target 
are: 

The provisional targets for an
nual contribution to the non-lap sa
ble irrigation funds are: 

Any comment on these figures 
would be superfluous at this stage, 
They involve an order of magni
tude which is not even a 'yard
stick' and is on the other hand 
wildly optimistic in the case of 
many of the States. 

Income Tax Administration 
The Conference of the Commis

sioners of Income-tax held last 
week would usually go unnoticed 
since it is held every year to dis
cuss routine matters. But circum
stances were different this year, for 
the subject of evasion on which 
the Finance Minister holds strong 
views came up for discussion as 
also the administrative problems 
that have arisen since integration, 
namely the progress of surveys in 
the former Indian States and the 
question of integrating the States'  
staff. An Income-tax (Amend
ment) Bill is likely to be introduced 
in the Assembly which w i l l empower 
the Income-tax Officers to search 
the premises of tax payers—a p r i 
vilege they have been denied 
hitherto. 
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The other important issue raised 
at the Conference was that of 
arriving at a compromise wi th 
those who had earned huge profits 
in the black 'market and whose 
cases have not been referred to the 
Investigation Commission. This is 
intended to bring out money which 
is being hoarded and is not avail
able for investment. The deve
lopment of public relations at i m 
portant cities and big centres was 
also considered essential at the 
Conference in order to assist low 
income assessecs, 

T HE absence of a suitable agency 
to provide finance for indus

t ry has been a long-felt want. Ever 
since the Industrial Commission 
recommended the creation of an 
institution to supply the financial 
requirements of the industries, 
public mind has been agitated over 
the matter. But nothing tangible 
came out although the public 
demand was reinforced by the 
recommendations of the External 
Capital Committee as well as of 
the Central Banking Enquiry Com
mittee. A l l this is now history. 
It has all along been contended that 
in the absence of facilities for 
obtaining adequate capital, indus
tries have been left to be financed 
wi th the help of managing agents 
who obtain control of the under
takings under their charge by virtue 
of the financial help and accommo
dation they offer. Post-war indus
trial problems—reconstruction, re
conversion and expansion—empha
sised the need of institutional 
finance even more strongly. It 
was in response to this long-felt 
demand that the Industrial Finance 
Corporation Act was passed in 
1948 and the Corporation came into 
being in the same year. 

Naturally, public expectation had 
been raised very high. The consti
tution of the Industrial Corporation, 
the prestige conferred on it by the 
representation of the Government, 
Reserve Bank of India and custo
dians of scheduled banks, insurance 
companies and other financial insti
tutions on its board and the very 
wide scope of its activities gave add-

M r . Govindan Nair , the pre
sent member of the Central Board 
of Revenue, is retiring shortly and 
is due to be replaced. This may 
lead to some reorganisation in 
the Income-tax Department for 
the Income-tax Investigation Com
mission recommended last year 
that the post of Director of Inspec
tion should be replaced by that of 
a Chief Commissioner of Income-
tax. For the present, the Director 
of Inspection M r . Airey, who was 
recently brought out from UK wi l l 
be in additional charge of the post 
of Member Income-tax. 

ed stimuli to these expectations. But 
after two years of working, the 
result achieved by the Corporation 
have not only shattered these high 
hopes; it has not fulfilled the expec
tations of the most conservative and 
the cynical. In these two years, it 
received 106 applications for finan
cial accommodation to the extent 
of Rs, 19.1 crores; of these 44 were 
sanctioned, involving a loan of 
Rs. 7.19 crores while the actual 
amount drawn was as low as 
Rs. 3,41 crores. This is far below 
the standard expected of even a 
medium-sized commercial bank, not 
to speak of an institution which 
has the potential resources of 
Rs. 35 crores at its command and 
expects to have Rs. 60 crores in 
the peak period of its working. 
And this, too, at a time when our 
industries are not in a position to 
undertake replacement of capital 
equipment and rationalisation in 
their working due to the lack of 
working capital and new industries 
cannot crop up because they do not 
get the initial capital from normal 
market sources. 

In its second annual report, the 
Corporation has taken pains to ex
plain the circumstances accounting 
for this poor show. The number of 
applicants asking for financial ac
commodation was very small. This 
was because, says the report, there 
is still some misconception about 
the precise scope and objectives of 
the Corporation. The Corporation 
can grant accommodation only to 
public limited companies and co
operative societies. The explana-
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tion sounds rather surprising and 
too naive. After al l , most of ou t 
industries are organised on the 
joint-stock basis. It is unthinkable 
that more of our industrial enter
prises did not want to avail of long-
term finance on the attractive rate 
of interest of 5½ per cent, are not 
prospective borrower being fright
ened away by the business regula
tions framed by the Corporation? 
In fact, the report does mention 
that a number of applicants had to 
be turned away as the borrowers 
could not fulfil the regulation of the 
Corporation. Industries applying 
for financial accommodation are 
business enterprises and have at 
the back of their mind the inevit
able yardstick of profit and loss-
If the business regulations are so 
stiff as to make them ill-suited to 
those for whose service the Corre
lation has been created, is it not 
incumbent upon the Corporation to 
examine these regulations? 

Nobody wi l l deny the need of 
exercising caution and financial 
prudence. In fact, in the formative 
stage of its development, the Cor
poration has to sift and scrutinise 
with added vigilance and care but 
it does not mean that its affairs 
should be so conducted as to scare 
the public away. No business 
enterprise, far less a public. body 
like the Corporation, can work in 
this way. If the Corporation thinks 
that its rules and regulations do not 
need any modification, it is for the 
Corporation to tackle its customers 
and persuade them about the sound
ness and practicability of the regu
lations. No efforts have been made 
by the Corporation in this behalf. 
On the contrary, the activities of the 
Corporation have been conducted 
behind closed doors. The public 
and the press have been kept 
starved of information on its acti
vities. The fact that the Corpora
tion is a new experiment, and a 
pioneer venture, in the industrial 
organisation of the country has to 
be borne in mind. Much of our 
future industrial and financial deve
lopments wi l l depend on the manner 
in which the Corporation conducts 
its business. 

This brings us to the core of the 
problem. As we have said earlier, 
the Corporation can extend finan
cial accommodation upto a l imi t of 
Rs. 60 crores at the peak period 
of its working. This must be re
garded as too small a sum com
pared to the financial needs of our 

Industrial Finance and the 
Corporation 

(From the De lh i Correspondent) 

file:///mthinkable

