
Plan or of the Five-Year Draft Plan 
that " the responsibility for indu
strialisation is l ikely to be thrown 
more and more upon the State as 
the years go by ". Not possibly, 
one may add a foot-note," as the 
years go b y " , but certainly at the 
ini t ia l stages of any plan for indu
strial development. 

Unl ike Sir Jeremy Raisrnan, who 
welcomed the growth of State enter
prises as sources of public revenue, 
Mr. Gorwala is not a cynic, but he 
is not an angel either. He would 
like to have the best of both the 
worlds. He is opposed to running 
State enterprises with profi t as the 
pr ime motive, but he takes into 
consideration the taxes which State 
enterprises wi l l have to pay, l ike 
any other private undertaking, more 
as a criterion of the efficiency of 
such ventures. It is diff icult to p in 

h i m down, but he seems-inclined to 
the v iew that State enterpr ises can 
pay taxes and yet provide more 
efficient service to the consumer 
than a pr ivate undertaking through 
increased organisational economy 
and efficiency. 

More intr iguing is the querry whe
ther State enterprises should not be 
regarded as an inevitable conco
mi t tant of mixed or dual economy. 
If wholesale nationalisation is to be 
abandoned, is there no other means 
of ensuring purposive direction of 
the economy or of enforcing a 
rational price policy? Some econ
omists in Br i ta in seem attracted 
towards the fascinating theme of 
f ighting private init iat ive in its own 
den. Why should not the State 
undertake the experiment to start, 
for instance, a cotton textile mi l l or 
a steel factory in India to discover 
whether steel and cloth can be pro-

control led economy where al l the 
relevant aspects w i l l necessarily 
have to be taken into consideration, 
it is arguable that this experiment 
is unnecessary as well as redundant. 
Bu t , this being the fundamental 
problem of a pr ic ing policy in a 
controlled economy, that problem 
remains the most debatable econ
omic topic to which no agreed solu
tion has yet been discovered. On 
that depends the ultimate future of 
mixed economy, but State enter
prise is no solution to the problem. 
Mr . Gorwala would mi ld ly suggest 
that he does not think so and that 
his analysis does not directly refer 
to this aspect of the question but is 
confined to improving the apparatus 
on which State enterprises should 
be based, if they are to be under
taken. 

Weekly Notes 
J. R. D. on Steel 

TO turn f rom the weary tale of 
woes, grievances and grouses, 

usual in chairmen's speeches at 
company meetings, to Mr. J. R. D. 
Tata's speech at the Annual General 
Meeting of the Tata Iron and Steel 
Company, is a refreshing change. 
lt is also a refreshing change even 
f rom his earlier performances, since 
Mr. Tata allowed himself to take a 
wider view of things than has been 
his wont, and did not confine him
self to the affairs of his own C r m -
pany only. Even so broad, a long-
term issue as the problem of popu
lat ion receives mention, besides the 
more immediate problems of indus
t ry like replacement costs, incen
tives for labour and rationalisation 
of industry, w i th the co-operation 
of organised labour. 

There would be the usual shrug 
of shoulders: why should not Mr . 
Tata strike a hopeful note? He 
has litt le to complain about. But it 
has always been the tradit ion of 
the Houses of Tatas to keep the 
interest of the nation in the fore
front, and it was grati fying to hear 
f rom the Chairman of Tata Steels 
that the Company's plants worked 
to fu l l capacity during the year; 
that the earnest efforts of labour 
made it possible to do so; that 
under a regime of price control, 
large provisions to depreciation 
and reserves are incompatible wi th 
large dividends; that the dividend 
policy of the Company was guided 
by the general economic policy of 

Government and that the much 
delayed conversion scheme of defer
red shares has been referred to the 
Attorney-General for a proper 
solution. This is a record for 
which any Chairman could reason
ably he proud of. If more of his 
fellow-industrialists could claim half 
as much, the future of the private 
sector in the mixed economy which 
the Government want to bui ld up 
would be fu l ly assured. 

The Company can look ahead 
now. The recent revision of prices 
has taken a realistic view of its 
problems. The Company's costs 
were based on an estimated produc
tion of 7,80,000 tons of saleable 
steel, which was the capacity f ixed 
by the technical expert attached to 
the Tariff Board. The first four 
months' working, however, ind i 
cates that this year's production 
may reach 8 lakh tons, if labour 
extends its ful l co-operation as it 
d id last year. Further, in deter
mining costs, besides allowing the 
current level of costs of materials, 
stores and labour, provision has 
been made for the grade increments 
to labour, twenty per cent, extra 
cost for stores and a substantial 
sum has been set apart for contin
gencies. These liberal provisions 
and the anticipated increase in pro-
production should keep the costs 
well under control. Besides, in 
f ix ing the price, the thorny problem 
of replacement cost has been par t ly 
met by al lowing an extra deprecia
t ion of Rupees one crore a year. 
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The Company appreciates these ad
vantages and the Chairman assured 
that its replacement and expansion 
plans were well on the way. It is 
worth mentioning, in this connec
t ion, that in spite of the recent in
creases in retention prices, Indian 
steel is still cheaper than imported 
steel by Rs. 200 per ton. 

US Loans to Spain 

The US Impor t -Expor t Tank has 
announced a $6,000,000 credit to 
Spain to increase the production of 
fertilisers and steel. It was made in 
favour of " Altos Harnos de Viz-
caya " a private company, and 
Spain's largest producer of both 
steel and nitrogenous fertilisers. 
Heavy Impor t Programme for W. 

A 'total of $42,049,713 has now 
been made available for $62.5m. 
appropriated by the US Congress for 
credits to Spain. 

Crisis in Oils and Oilseeds 

SI N C E we reported last, a ver i 
table crisis has overtaken the 

oilseeds market a n d - prices were 
quoted below the pre-Korean 
levels. There were several fac
tors which conspired together 
to br ing about the steep fa l l . 
Among these may be mentioned the 
absence of export outlets; the closure 
of forward markets in some of the 
important trade centres fol lowing 
the drastic decline in prices and 
the consequent shift ing of hedge 
sales to the Bombay market ; and 
the removal of the ban on exports 
by the Saurashtra Government 

educed more cheaply? In a " cost 
plus" economic society for in a 



The impact of the fall was so 
sudden and powerful that the trade 
was seriously perturbed, faced as it: 
was by prospects of heavy losses. 
Appeals to the Export Advisory 
Council to allow limited exports, 
proved of no avail. The SOS sent 
by Madras and Hyderabad trade 
interests to New Delhi proved equal
ly unavailing. There was no relaxa
tion on the export front and the 
status quo was maintained. The hist 
ray of hope vanished when the speci
fic export duties, levied from J u l y 1, 
were ratified by Parliament. The 
best course would have: been to levy 
the duties right at the beginning of 
the export, season or at least when 
the export trade was at its peak; 
and the duties should have been 
levied on ad valorem basis. The 
Bombay Oilseeds Exchange has 
r ightly pleaded for reduction in 
export duties in Kard i seeds, which 
are quoted at half the rates tor 
groundnuts. 

World Bank Loans 
THE financial result of the World 

Bank for the fifth year of its 
operation, judging horn the press 
summary of its report for the fiscal 
year ending June 30, 1951, testifies 
to the increasing act ivi ty of the 
Bank as well as to its prudence in 
keeping clear of bad debts. There 
are important respects in which the 
Bank's operations have changed in 
recent years. There has been a 
change-over from loans for specific 
projects to what has been called 
genera] purposes loans like the one 
granted to Australia last year- Ano
t h e r a n d this appears to be the 
more 'interesting experiment—is the 
placing of bonds received from bor
rowers to institutions in Canada, 
Europe and the United States. The 
amount of such bonds sold during 
the year was not very large and 
scarcely exceeded $5 mill ion com
pared to the impressive" total of 
loans made during the past year 
of $279 mi l l ion . These arc like 
two signature papers, one that of the 
borrower—a company or a corpora 
firm—and the other, of the Centra! 
Bank or the govern merit of the 
country but not. that of the 
W o r l d Bank itself. Their possibi
lities were at one time thought 
worth exploring and they were i n 
tended to test the preference of the 
borrowers, who, it was thought, 
might he induced to take such 
paper on its own merit. The volume 
of the bonds marketed so far how
ever does not suggest that this refin
ed method of credit-rating appeals 
much to the institutional investors. 
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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 -

Our Delhi Letter 

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-


