
A P R O B L E M of dimensions as 
yet unforeseeable, t h o u g h 

doubtlessly great, is for the tust 
t ime beginning to tax the minds of 
Br i t i sh economists and industrialists, 
though the problem itself is the 
outcome of circumstances now long 
in being and of which all are aware. 
What has been the effect of taxa
t ion—running at a level of about 
40 per cent of the national income 
since 1940 —and of the pressure of 
inflation operating without pause 
since 1939, upon the capacity of 
industrial undertakings to maintain 
their capital resources and to finance 
essential expansion? 

Of late, a series of independent 
enquiries have been made into the 
capital structure of businesses and 
al l tell the same story. In the face 
of rapidly increasing prices and 
high taxation, there has been a 
continuing deterioration in aggre
gate l iquid resources- Prof E. A. G. 
Robinson, elaborating an earlier 
estimate of Prof F Paish, had esti
mated in an article in the Bulletin 
of the London and Cambridge Eco
nomic Service, that at the rate at 
which investment was proceeding 
during 1950 the pre-war level of 
fixed capital per head in industry 
would not be restored unti l 1954. 
In Ju ly , 1951, the Bri t ish Bankers' 
Association published the results of 
an analysis of the financial accounts 
of some 1500 small and medium 
sized commercial and trading com
panies. This analysis revealed the 
same trend—a steady decline in 
l iqu id resources to finance capital 
investment. 

The latest enquiry into the matter 
is of more than usual interest. The 
Federation of Bri t ish Industries in 
a case study of the balance sheets 
of 80 manufacturing companies, has 
brought to light information regard
ing the financial position of these 
companies and by impica t ion that 
of a major proportion of manufac
tur ing industry, which reveals the 
extent of the problem and the very 
serious s i tuaton in which industry 
finds itself. In the main the results 
of the enquiry are in line wi th that 
of the analysis of previous investi
gations. The F B I has, however, 
drawn the added conclusion that 
there is now an urgent need on the 
part of companies to take defensive 
measures by ploughing back greater 
portions of profits into reserves for 
offsetting the progressive attr i t ion 
of capital resources. 

If the value of money remained 
constant, an increase or decrease in 
the capital resources of industry 
would be fairly easy to measure. 
B u t when the value of money is 
falling as progressively as it has 
done in the past few years, it is 
extremely difficult to measure chan
ges in capital from published ac
counts of public companies. This 
difficulty arises from the use, in a 
long period of rising prices, of ac
counting methods which assume a 
stable value of money. Thus, when 
tax-free depreciation allowances are 
made, they are made on the assump
tion that replacement of exhausted 
capital goods wi l l be effected at the 
original prices. Since new asset-
cost much more, the depreia t ion 
allowances set aside wi l l be insuffi
cient, unless other funds are avail 
able either from retained profits or 
from outside sources. If these are 
not available, capital, wi l l be deplet
ed and production must eventually 
decline. This is the crux of the 
problem, and its seriousness, against 
the background of British industry 
wi th its w a r t i m e record of exces
sive use and exceptional plant and 
equipment renewal, wi l l be obvious. 

The 80 companies which the F B I 
investigated, employed in 1949 over 
600.000 hands and possessed total 
assets (at book value) of over £1,000 
mill ion. Thus, the information ob
tained describes the nature of the 
problem in a maior part of the 
whole of Brit ish Manufacturing In 
dustry. 

The first question the F B I had 
to deal wi th was—' How did the 
1919 capital assets of the companies 
concerned compare in real terms, 
with those of 1938?" It was found 
that in this period, total net assets 
of the 80 companies rose from £447 
mil l ion to £809 mi l l ion . In order 
to arrive at the real value of the 
assets, such adjustments had to be 
made in those assets for which pro
vision for maintenance and replace
ment was necessary, i.e., in the 
fixed assets. The F B I then adopt
ed the indices used in EC A Mission 
to Europe report Facts about the 
British Economy, in which the 1949 
prices of plant, machinery and 
building were taken as not less than 
2½ times the prices rating in 1938. 
This calculation suggests that in 
terms of 1949 prices, the fixed assets 
shown in the 1949 balance sheets 

were worth £304 mil l ion. A com-
parison of this figure w i t h the re
valued 1938 total of £315 mil l ion 
(£127 mill ion at 1938 prices) i n d i 
cates a slight reduction in real 
terms. The 80 firms estimated that 
at 1949 prices, the replacement cost 
of their fixed assets was £783 mi l 
l ion; they also gave the cumulative 
depreciation provision required on 
a replacement cost basis at £427 
mi l l ion . The difference between 
these two figures, £356 mi l l ion , is 
the written down book value at 
1949 prices. This is 13 per cent 
higher than the revalued 1938 total 
of "£315 mil l ion. 

Current assets are valued on a 
.somewhat similar basis and the F B I 
draws the conclusion that owing to 
inflation £221 mil l ion were required 
to maintain current assets intact. 
A sum ranging between £47 million 
and £70 mil l ion was required for 
the same purpose for fixed capital, 
making the total extra finance re
quired £268 to £291 mil l ion. How-
was this extra money found? Be
tween 1938 and 1949, total assets 
had increased by £362 mill ion as 
follows: 

£ million 
Share issues 52 
Borrowing (short and 

long term) 60 
increase in Tax 

reserves ... 55 
Decrease in Minori ty 

Interests ... 4 

163 
Profits retained in 

the business 199 

Total 362 

Thus the increase in undistributed 
profits falls far short of the £268 to 
£291 mil l ion necessary even to 
maintain existing capital intact. 

Were the capital resources of the 
80 companies "adequa te" in 1949 
in comparison with 1938? The 
answer to this is not as easy as 
might be expected and the financial 
statements of the 80 companies do 
not give conclusive data on the 
basis of which a correct answer can 

given. The F B I analysis in this 
regard is therefore weak and in on-
elusive. To a large extent, the 
answer to the question whether 
capital was adequate or not, de
pends on the relative volume of 
production in the two years. The 
general indications are that indus
trial production had risen by about 
one-third s ince 1948. In 1938, how
ever, fixed assets per employee ave
raged £628 valued at 1949 prices 
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whereas in 1949 they averaged 
£449. This shows that a substan
t i a l increase in output was combined 
w i t h a substantial fall in the capital 
investment per unit of output and 
per employee. Part of the expla
nation w i l l be found in the more 
intensive use of equipment. 

The decline in industrial capital 

by inflation combined With high 
taxation is a slow and somewhat 
imperceptible process. This is be
cause it takes place so gradually. 
That the process is still in progress 
indicates that the problem of keep
ing capital intact is l ikely to prove 
a most acute one. The eighty corn-

THE importance of exploiting 
marine resources for augment

ing a valuable i tem of food ; apply 
in West Bengal has been apparent 
since the par t i t ion, which shut off 
access to the most productive fresh 
water fishing grounds available pre
viously, ft became clear that the 
total requirement of fish in West 
Bengal, where it is one of the most 
cherished articles of diet, could not 
be met by the exploitation of its 
inland resources only. T w o of the 
biggest difficulties in developing 
these resources were found to be 
the decadent character of most of 
the inland water areas of the State, 
now sought to be remedied by 
means of a number of flushing and 
drainage schemes, and the mu l t i p l i 
city of co-sharer proprictory rights 
in these properties, which frustrate 
speedy joint action and discourage 
capital investment. Legislative 
action is contemplated to tackle this 
difficulty also, but results must 
necessarily be slow to appear. The 
sea, on the other hand, lying wi th in 
80 miles of the sea-port of Calcutta, 
offered a practically unlimited scope 
for gathering a harvest without 
need for artificial culture. The 
fact that this source had never been 
touched before further made it likely 
that this harvest would be abund
ant. It was therefore considered 
by the Government of West Bengal 
that a determined attempt should 
be made to exploit this source. 

* Based on information supplied by 
the Department of Agriculture, Forests 
and Fisheries, Government of West 
Bengal. 

panics estimated that the provision 
for depreciation which should have 
been made in 1949 on the basis of 
replacement cost of fixed assets was 
£427 mi l l ion . The provision actu
al ly made was £189 mil l ion—a 
shortfall of £238 m i l l i o n ! 

At a time when Br i t i sh industry 
is called upon to maintain, if not 
to increase production, the trend, as 
outlined, must have far-reaching 
consequences. Both employment 
and the standard of l i v ing depend 
on productive capacity and the fact 
that inflation is eroding the coun
try 's capital structure cannot but 
demand of the Government the 

Knowledge of the existing condi
tions of fishing in the Bay of Bengal 
was, however, far from clear or com
plete. Sea-fishing so far carried 
out in this State had been by means 
of unpowered country-crafts, whose 
usual range was l imited to 4 to 5 
miles from the coast. Some studies 
attempted in the early years of this 
century had indicated that t rawling 
was possible in large areas in the 
Bay of Bengal in different seasons 
of the year and that potential 
t rawling grounds were to be found 
in many parts of the Bay between 
10 to 100 fathoms. These studies 
were not. however, followed up, 
obviously because the pressure of 
demand on supplies was not con
sidered so great at that time. 

In these circumstances, the Gov
ernment of West Bengal decided to 
undertake a survey and exploratory 
scheme in order to : 

(a) l o c a t e the best fishing 
grounds at the present t ime; 

(h) determine the proper fishing 
seasons: 

(c) ascertain the types of fish 
available- s u r f a e c , m i d -
water or bot tom; 

(d) decide the type of gear and 
craft most suitable for work
ing these waters at different 
lewis : and 

(v) arrange the t raining oi I n 
dian personnel for operating 
the vessels and gear. 

T w o vessels were obtained from 
Denmark in October last year w i t h 
their complement of Danish skilled 
personnel. They were selected after 
personal inspection of ready vessels 

most drastic of measures. As a 
short-term policy, the Government 
could reduce taxation and this is 
what the F B I advocates. Bu t a 
reduction at the present moment is 
most unlikely. Indeed, high taxa
tion is one of the prime anti-infla
tionary measures adopted by al l 
Governments since 1945, and it w i l l 
be regarded as pure folly if the 
proposal of the F B I is adopted. 
The root cause of the problem is 
inflation itself and only if a deter
mined and objective view is taken 
of the reasons for its existence, w i l l 
the capital as well as other allied 
problems be placed in their correct 
perspective. 

in shipyards and fishing ports in the 
United Kingdom, the Netherlands 
and Denmark by the Secretary of 
the State Fisheries Department and 
the Government of India's then 
Technical Adviser on Fisheries. 'The 
selected vessels, which were 3 years 
old at the time of purchase and 
fitted with all upt-to-date equip
ment, were also examined and cer
tified by Messrs Bureau Veritas, an 
independent f irm of technical con
sultants and ship surveyors of inter
national repute, whose services were 
specially engaged for the purpose. 
This f i rm further obtained an inde
pendent valuation of the vessels, on 
the basis of which the price paid to 
the sellers was finally settled- The 
vessels cost just under six lakhs of 
rupees, including the cost of altera-
turns made to fit them for operation 
in tropical waters. Not only were 
these vessels cheapest of the class 
that could be readily had, but f rom 

; the fact that they came several thou-
; sand miles from Denmark to Cal -
; cutta on their own power and have 

been carrying on operation since 
then without having had to be over
hauled or subjected to any major 
repairs show that the vessels were 
well chosen. 

The vessels arrived at Calcutta in 
the middle of December, 1950 and 
started operations immediately— 
bringing the first consignment of 
about 35,700 lbs. of fish on the 3rd 
January, 1951. T h e officers of the 
Government of West Bengal had 
l i t t le experience about arrangements 
needed for sea fishing And i i t the 
in i t ia l stages, work was seriously 

Deep-Sea Fishing in West Bengal* 
( Contributed ) 
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