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Another important development is 

the attempt to bypass currency i n 
convertibilities by placing sterling 
stock in London, its twin institu
t ion, the World Fund, having 
failed to make much headway in 
restoring murti-lateral convertibili ty. 
The Bank replenished its resources 
during the year by floating two 
new issues, the first of $50 mill ion 
in 3 per cent. 25 year bond in the 
United States and the second of 
£5 million in 3½ per cent. 20 years 
sterling stock in London. A loan 
to Iceland during the year was 
given, at the instance of the bor
rowers presumably, entirely in non
dollar currencies. Swiss francs and 
pounds sterling have also been 
made available to borrowers though 
the bulk of the funds advanced so 
far is .still in the form of gold and 
dollar credits. 

The World Bank has now a 
membership of 49 countries of 
which only one belongs to the 
Soviet Bloc-—Czechoslovakia, which 
along with China, remained default
ers on gold and capital subscriptions 
a I the end of the fiscal year. The 
membership increased by one during 
the year-—Poland has dropped out 
but Ceylon and Pakistan have 
come in . And the emphasis on 
lending has shifted from reconstruc
tion of war damages, which is by 
now well-nigh completed, at least 
in Europe, to that of raising the 
standard of living in the undevelop
ed countries. Of course it is idle 
to blame the Bank for not. doing 
enough in that direction when its 
resources are so limited, depending 
upon its abili ty to raise funds in 
the lending countries which are 
confined in the main to the U.S.A. 
A n d the demands on the United 
States are also many. 

Bu t on one point criticism is 
legitimate—that is in the discrimi
nation in lending as between one 
country or group of countries and 
another. While the earnings of the 
Bank have improved and the net 
income for the year ended June 
30, 1951 has been higher at $15 
mil l ion odd against $13½ mil l ion in 
the previous year. This appears to 
have been attained at the cost, so it 
seems, of neglecting the main pur
pose for which the Bank was estab
lished, e.g., encourage development 
in less developed countries. Though 
the final figures for loans for the 
fiscal year are not yet available, 
the accompanying table as of March 
3 1 , 1951 wi l l show how unequal 
has been the assistance rendered by 
the Bank to the undeveloped coun
tries. The preference for La t in 
America stands out. Though it 

has 18 members as against 4 from 
Asia, the latter contributes more 
subscribed capital and yet gets 
much less by way of loans. One 
can make allowance for war-damag
ed Europe which gets the lions 
share, $516 million out of $ 1014 mi l 
l ion. But while Lat in America gets 
$269 mill ion and a highly undeve
loped country like Australia gets 
$100 mil l ion, backward Asia and 
Middle East get only $126 mil l ion 
and darkest Africa a bare $58½ mil
l ion. Worse sti l l , of the latter 
again, it is White South Africa 
which gets $50, leaving a bare pi t -
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Facing the Music 

THE Treasury Benches had to face 
vehement criticism at the hands 

of a few Members of Parliament 
when, on August 13, the Finance 
Minister introduced a resolution 
seeking the approval of the Mouse in 
regard to export duties on ground
nuts, oilseeds and vegetable oils. It 
may be recalled that by a notifica
tion under the Indian Tar i f f Act 
the Government of India had, w i th 
effect from July 1, increased the 
duties on groundnut exports from 
Rs. 80 per ton to Rs. 150 per ton. 
The duty on " oilseeds not other
wise, specified " had to bear Rs, 300 
per ton. In the course of the de
bate on the resolution M r . Desh
mukh explained the main objectives 
behind the enhancement of existing 
duties and imposition of new ones. 
They could be summed up as fol
lows : 

(1) Since devaluation, internal 
prices of commodities displayed a 
continuous tendency to rise in res
ponse to the wor ld prices. This 
process still continues and export 
duties, as existed before July 1 last, 
were inadequate to arrest the in 
crease in the prices of a few com
modities. The Government had, 
therefore, to screw up the. export 
duties. 

(2) Speculation in our own com
modity markets continues to cause 
frequent spurts in prices. This has 
to be checked by higher duties on 
exports. The foreign trader must 
realise that cornering stocks w i t h a 
view to exporting them is not wor th
while. 

(3) The Government was par t i 
cularly keen on retaining greater 
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tance of $8½ mi l l ion for Ethiopia. 
An exercise in arithmetic in work
ing out the per capita loans in these 
countries in comparison with the 
per capita national income shows 
some amusing results which arc not 
flattering to the Bank in fulfilling 
one of the main purposes for which 
it was founded. The differences in 
the interest rates charged which 
vary from 3 to 4½ per cent, may 
perhaps be explained but not the 
differences in the amounts of loans. 
It is difficult to believe that the 
abil i ty to put up credit-worthy pro
jects can be the whole story. 

quantities of groundnut and o i l 
seeds for the internal market. 

(4) The authorities have decided 
that fiscal measures have to be taken 
to tackle one of the serious disturb
ances to the food prices in the coun
try, namely, the steady rise in the 
prices of non-food crops. 

In recent years there has been a 
race between the prices of cash 
crops and those of food crops, one 
group pushing up the other group, 
thus worsening the general infla
tionary situation. The prices, and 
even production, of cash crops have 
to be reduced if the food situation 
is to improve. Therefore, even if 
additional export duties are not en
tirely warranted by the prior trends 
in foreign markets, the Government 
would impose them as a measure of 
stabilising food prices in India and 
for preventing diversion of acreage 
from food to cash crops. 

(5) That the Govt, are now in 
need of more revenue is well known 
though M r . Deshmukh laboured to 
show that the July decision was not 
meant merely for yielding more re
venue. 

Some Members pointed out dur
ing the debate that the duties i m 
posed in July last were too late, 
implying that the Government had 
lost considerable revenue owing to 
delay. Others found fault w i t h 
M r . Deshmukh for having imposed 
the duties at a time when foreign 
prices were on the downward move. 
It was pointed out that there was 
actually a case for reduction or tota l 
abolition of a few export duties be-
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cause foreign prices are now coming 
down. 

Businessmen's chief worries as re
gards export duties are two : — 

( i ) that they are suddenly rais
ed, particularly when foreign mar
kets are not able to absorb them 
properly; and 

(2) that they affect existing con
tracts. 
T h e Finance Minister 's answer was 
clear. He said that " there, was 
always an operational time lag 
which was inevitable though it was 
one's duty to minimise it as far as 
possible." As regards the second 
point, he stated categorically " We 
do not bother about existing con
tracts ". He was not prepared to 
concede the principle that in i m 
posing export and import duties the 
Government ought to take into ac
count the existing contracts. De
bate on export duties during the last 
session of Parliament and the pre
sent one has made one point veiv 
definite. The Government way of 
looking at the export duty is very 
much different from the traders'. 
They seek to achieve several things 
by the duty—the quantum and 
direction of trade, internal prices, 
food policy, balancing different 
crops under cul t ivat ion, speculation, 
a i l come w i t h i n their scheme. Fur
ther the duty is considered a com
plementary weapon to be used when 
it is not possible to disturb the licens
ing policies. There is thus an de 
ment of contradiction between the 
trader's view of export and the 
Government's. Parliamentary de
bate has brought out that this con
tradiction can be resolved, as far as 
it is at all possible, only if the Gov
ernment exercise greater vigilance 
over foreign developments and act 
promptly and merchants, for their 
part, desist from cornering stocks 
in anticipation of a spurt in wor ld 
prices. 

On Saturday last Parliamentary 
debate on the Ind ian Companies 
(Amendment) B i l l , seeking to re
place the Ordinance now in force 
to prevent trafficking in managing 
agency rights, gave rise to a general 
discussion on the merits and de
merits of the. managing agency sys
tem as a whole. In t roducing the 
B i l l M r . Mahav i r Tyagi explained 
the urgency that necessitated an 
Ordinance for preventing anti-social 
activities connected w i t h t rading in 
companies and managing agency 
rights. Though he d i d not furnish 
details, he said that certain interests 
have, in anticipation of the findings 
of the Company L a w Reform Com-

mittee and Government action 
thereon, intensified their market 
operations to buy up managing 
agency rights and entrench them
selves in legally safe positions. Often 
black market and hoarded money, 
is used in buying up agency rights 
at fancy prices, the object being 
not dividends but getting control 
over the resources and reserves of 
established companies, for securing 
control over other companies or to 

support their own speculative ope-
rations. Government, said Mr 
Tyagi , had to take timely action to 
prevent the guil ty groups from es
caping the proposed amendment to 
the Law. 

Another reason why an O r d i 
nance was felt necessary was the 
protracted delay in submission of 
report by the Company Law Reform 
Committee. Original ly it was ex
pected to finish its job by February 
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1951 and now it appears that it 
might not be able to do so before 
the coining November. The M i 
nister, however, d id not throw any 
light on the conditions that the 
authorities propose to lay down be
fore they permit any change in 
managing agencies. Several mem
bers who participated in the de
bate supported the Bill and wanted 
the managing agency system should 
he set right but preserved a view 
w i t h which the Minister was in 
agreement. A case was made that 
just to catch the " black sheep " 
among managing agents, the others 
should not be harassed. This argu
ment sounds convincing in pr inci
ple. It is indeed a good plea that 
the safety and interests of the ma
jor i ty amongst managing agents 
should be safeguarded in any at
tempt to introduce reforms. Per
haps there are two ways of doing 
this. One, catching the black sheep 
even as the Income- l ax Investiga
t ion Commission is tackling tax 
evaders. The other is to have a 
law for a l l , both the black and the 
white sheep, allow the latter to pass 
but hook the former only. This 

can be done by providing escape 
clauses in the Bil l . I t would ap
pear that Mr Tyagi proposes to 
adopt this latter method. He stated 
in Parliament that he intended to 
move certain amendments at the 
select committee stage to improve 
the measure. 

As it was pointed out that the 
clause requiring prior approval of 
the Government to any changes in 
the constitution of a managing 
agency or any change in the owner
ship of shares created difficulties in 
share dealings on the stock ex
changes, exception w i l l be made for 
"bona f i d e " transactions. It is 
felt that the Government might , in 
their anxiety to meet the stock ex
change view of the problem, pro
vide wide loopholes in the law 
which might eventually enable the 
black sheep to escape in good num
bers. Only when the Bil l emerges 
from the select committee can one 
say whether the Bill w i l l reasonably 
serve all the conflicting interests 
concerned wi th the problem of 
managing agency abuses. 

The Industries (Development 
and Regulation) Bi l l which has 
evoked considerable adverse c r i t i 
cism at the hands of industrialists 
and businessmen is likely to be 
.softened so as to make it more ac
ceptable. For some time past the 
Planning Commission has been 
pressing on the Government to pass 

the B i l l in an amended f o r m so that 
a beginning could be made in plan
ning on the basis of Mixed Eco
nomy. The main difficulty in pass
ing the measure was that it vested 
in the Government extensive powers 
of interference w i t h all aspects of 
the working of industries in any 
manner they liked. 

In view of the opposition to r i 
gid bureaucratic control, the Gov
ernment now propose to make 
changes along the following lines. 
The Central Industrial Board en

visaged in the Bill w i l l consist of 
three men wi th wide industrial and 
administrative experience. The 
amended Bi l l provides for control 
over the establishment of new and 
extension of existing plants, investi
gation into certain specified indus
tries or undertakings in industries 
and also provides for Government 
management of undertakings which 
fail to carry out the instructions of 
the Central Board. 

There wi l l be a Development 
Council for each industry. These 
councils wi l l consist of technical ex
perts and representatives of indus
try and Government. They can 
even take complete charge of the 
industry if necessary and are ex
pected to satisfy private enterprise 
because they might function as 
State Corporations wi th consider
able powers of autonomy. The 
Government propose to regulate in
dustries through licensing but 
licenses are to be issued by a per
manent or temporary statutory body 
consisting of an adequate number 
of non-officials. 

The concessions now made thus 
appear to be in regard to the ma
chinery intended to regulate indus
tries and no basic change in the 
policy of control of industry is en
visaged. The Bill is now wi th the 
Select Committee. 

In answer to an interpellation in 
Parliament, Mr Misra, the Parlia
mentary Secretary to the Prime M i 
nister, stated that the Planning 
Commission was examining the 
long-term aspects of prohibi t ion 
policy and, since investigation was 
under way in Madhya Pradesh and 
Bombay, the Commission would 
formulate its recommendations only 
after the results of their assessments 
are available. 

The Madhya Pradesh Prohibition 
Enquiry Committee, appointed in 
January last under the chairman
ship of Mr B. S. Niyogi , former 
Chief Justice of the Nagpur H i g h 

Court , has unammousty recommend-
ed a retreat f rom prohibi t ion to 
rat ioning of l iquor and temperance. 
Several States are now inclined to 
review their prohibi t ion policy, per
haps because their financial stress 
is now really acute and hopes of 
getting substantial Central aid are 
receding to the background. 

As regards the economic benefits 
of prohibit ion the Ministers of 
Bombay and Madras have, been 
frequently eloquent. Politically it is 
considered unwise to reverse prohi
bit ion because Mahatmaji 's name is 
associated wi th i t . As regard the, 
Planning Commission perhaps it 
need not have to re-examine the 
problem ab initio just to form its 
own views. Approaching the ques
tion mainly from the fiscal angle, 
it is known to have already advised, 
even last year, that prohibit ion must 
be called to a temporary halt. 

World Trade in Motor Vehicles 
Back to Post-war Peak 

In 1938 world exports of cars, 
trucks and buses (including chassis) 
numbered about 500,000, about 
275,000 from the l a m e d States, 
80,000 from the United Kingdom 
and 35,000 from France. The post
war demand pushed world exports 
to nearly a. million vehicles in 1947, 
550,000 of them from the United 
States. United Slates exports then 
fell off and, as the United Kingdom 
and France had not yet reached the 
peak of their export drives, total 
exports fell to about. 900,000 in 
1948 and 800,000 in 1949. In 1950 
exports of about 540,000 from the 
United Kingdom, 260,000 from the 
United Slates and 130,000 from 
France had brought the global ex
port total up to nearly one mi l l ion 
again. 

These figures are among the data 
in the Yearbook of International 
Trade Statistics 1950 just published 
by the Statistical Office of the United 
Nations. 

The Yearbook continues the series 
of annual compilations of trade sta
tistics published from 1927 to 1939 
by the League of Nations (from 1933 
to 1939 under the title International 
Trade Statistics). The United Na
tions Yearbook gives figures for 
1947, 1948, 1949, and, where avail
able, for 1950, in comparison wi th 
figures for a pre-war year. 

The Yearbook of International 
Trade Statistics 1950, priced at 
Rs. 8-12-0 is available through 
Messrs. Oxford Book and Station
ery Co., Scindia House, New Delhi . 
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