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More State Budgets 

L I K E Orissa, but unlike the 
other States that had submitted 

their budgets t i l l we went to press 
last week, Madras has proposed a 
number of new taxes to augment 
its resources. A surcharge of two to 
eight annas in the rupee has been 
proposed on the land revenue 
assessment on large holdings, A tax 
is to be levied on that part of the 
income derived from plantation pro
ducts like tea, coffee, rubber and 
cardamom which has not been 
subject to income-tax hitherto, 
being treated as agricultural i n 
come, while a betterment levy 
is to be imposed an land
holders who had benefited by 
the Government irrigation works 
after January 1, 1947. Other mea
sures are a revision of the Court 
Fees Act, levy of sales tax at luxury 
rates on gold and silver ware, pre
cious stones and imitation stones, 
and the levy of a special sales tax 
at one point of fifteen pies in the 
rupee, in addition to the existing 
tax? on al l mill-made cloth, includ
ing woollen and silk, but excluding 
coarse cotton cloth of sixteen counts 
or less. 

The revenue from these measures 
has been estimated at only Rs 40 
lakhs because of certain administra
tive difficulties likely to be met 
during the year, but when these 
have been overcome, the annual 
revenue w i l l be much greater. The 
Madras Finance Minister was in
fluenced in introducing these new 
taxes by the fact that only Rs 45 
crores would have been spent by the 
end of the current year out of the 
total of Rs 92 crores envisaged in 
the State Five-Year Plan. 

In Madhya Pradesh, where no 
new taxes have been proposed, Rs 
44.55 crores w i l l have been spent on 
projects in the Plan by the end of 
1954-55 out of the total of Rs 65 
crores. The target of expenditure 
for the five-year period could thus 
be easily achieved by some slight 
stepping-up during the last year. 
This has encouraged the Finance 
Minister Shri Br i j la l Biyani to leave 
a deficit of Rs 1.85 crores uncover
ed and to propose a reduction in 
the entertainment duty from 331/3 
to 25 per cent. 

Madhya Bharat showing a small 
surplus of Rs 14 lakhs has also not 
proposed any tax changes. For 
1954-55, Rs 4.81 crores were pro

vided for developmental schemes 
against a total Plan expenditure of 
Rs 21.58 crores. The Finance M i 
nister was confident that targets of 
expenditure would be reached by 
the end of the Plan period, though 
he has not made any attempt this 
year to cover the short fall of re
sources to the extent of Rs 1.16 
crores which he believes wi l l arise 
in meeting this expenditure. 

Hyderabad budgeted for a defi
cit of Rs 1. 16 crores, proposed two 
new measures: an increase of 20 
per cent in the motor vehicles tax, 
which is relatively low in the State 
and an increase in the cess on su
garcane from Rs 2 to Rs 4 per ton, 
which together would yield Rs 10 
lakhs annual revenue. Delhi , wi th 
a net surplus of Rs 5 lakhs did not 
go in for any new taxes. 

Indo-British Trade 

TR A D E between India and 
Britain remained at the same 

level in 1953 as in 1952, a fall in 
India's exports to Britain from £115 
to £113 mil l ion being balanced by 
a corresponding increase in imports 
from £112 mil l ion to £114 mi l l ion . 
The 'balance of trade turned from 
a favourable one of £3 mi l l ion in 
1952 to a deficit of £1 mil l ion dur
ing 1953, Due to these changes 
India ranked fifth as a market for 
UK exports in 1953 as compared 
wi th her sixth position last year. 
As a supplier of goods to Britain, 
India ranked eighth in 1953 as com
pared with seventh in 1952. 

As usual machinery dominated 
the imports, accounting for 30 per 
cent of the total, as against 32 per 
cent in the previous year. Vehicles 
imported fell, however, by 12 per 
cent to £15 mil l ion. Electrical 
goods and chemicals, drugs, dyes 
and colours showed l i t t le change. 
There was an increase in the im
ports of non-ferrous metals and 
manufactures from £2 mil l ion in 
1952 to £3 mill ion in 1953. 

In India's exports to Bri ta in, tea 
was as usual the largest item at 
£52 mil l ion accounting for 46 per 
cent of such exports, six per cent 
higher than in the previous year. 
In terms of volume, the UK im
ported 315 mil l ion lbs of tea from 
India against 304 mil l ion lbs in 
1952 and 276 mi l l ion lbs in 1951. 
Of U K ' s imports of tea, 62 per cent 
came from India . 

Share of Indians in Foreign Trade 

FO R E I G N capital and enter
prise, it is now the accepted 

policy of the Government of India, 
arc no longer to be encouraged in 
the country's trade. And not only 
in trade but in the ancillary ser
vices of banking and insurance also 
—that is to say, exchange banking 
and insurance cover for foreign trade 
particularly—while there is no ques
tion of displacing existing interests, 
the Minister for Commerce and 
Industry, it wil l be recalled, told the 
Associated Chamber of Commerce in 
Calcutta that at least 50 per cent of 
the business should go to Indian 
firms, 

As in the case of lndianisation of 
foreign commercial firms carrying on 
business in India, so in the matter 
of securing a larger share in the 
foreign trade and the ancillary ser
vices of exchange banking and insur
ance, the first step is necessarily a 
collection of relevant facts. The 
submission of proper returns of 
Indian and non-Indian employees 
in foreign firms has now been made 
obligatory by law. In the case of 
foreign trade, a beginning has been 
made with a sample survey of the 
relative shares of Indians and non-
Indians, which has been conducted 
for the first time by the Reserve 
bank from the returns submitted to 
the Exchange Control Department. 
The preliminary results of this sur
vey have been published in the 
February issue of the Reserve Bank 
of India Bulletin. 

Since the introduction of ex
change control, importers and ex 
porters have to fill in particular 
forms and submit them to the Ex-
change Control Department at the 
offices of the Reserve Bank in Bom
bay, Calcutta, Madras, Delhi and 
Kanpur, through authorised dealers 
in foreign exchange. These provided 
the basic data for the survey. But 
all firms do not have to submit such 
detailed information, the bigger 
ones being given the facilities of 
" Round Sum Remittance " and also 
" G R 3 " facilities, viz, that of re 
raining the proceeds of their exports 
and ut i ls ing them for financing 
imports. In the preliminary survey 
exports and imports finalised through 
the e two sources were left out. 
Subsequently, however, some rough 
estimates were made of the relative 
proportion of the trade passing 
through Indian and non-Indian 
hands in the latter categories and 
the preliminary findings have been 

275 



March 6, 1954 T H E E C O N O M I C W E E K L Y 

adjusted accordingly. 
There is a preliminary difficulty 

about the definition of Indian firms. 
it should be noted that the Reserve 
Bank has not gone by the registra
tion or the company or the owner
ship of capita! but has adapted the 
classification followed earlier in its 
Census 0f Foreign Liabilities and 
Assets. All branches of foreign 
firms and Indian firms whether 
subsidiary, partnership, etc, under 
the direct control of foreign firms 
are grouped together under the cate
gory of ' non-Indian ' and indivi-
duals are classified by nationality. 

The broad picture that emerges 
from the survey of the data for the 
two years 1952 and 1952 is that 
70 to 75 per cent of India's import 
is in the hands of Indian firms 
while their share of the export trade-
is somewhat smaller. being 60 to 
68 per cent These are exclusive of 

the trade entitled to the special faci
lities noted above. As the latter are 
mostly enjoyed by big European 
firms, when these are taken into 
account, the share of Indian firms 
in the import trade is somewhat 
lower being 61 to 66 per cent in 
the case of imports us against 70 to 
75 per cent in the general categories 
mentioned above and 56 to 63 per 
cent as aganist 61 to 68 per cent in 
the case of exports. The overall 
distribution, exclusive of the trade 
enjoying special remittance facilities, 
is as shown below. 

The commodity-wise analysis show 
that export trade in cotton manufac-
tures, non-metallic products (rnica), 
oils, raw cotton and spices is largely 
in Indian hands, their share being 
more than 80 per cent. Indians 
also hold a major share in metallic 
ores,' hides and skins and jute manui 
factures. The tea trade is dominat

ed by foreign firms who have more 
than 80 per cent share. 

A similar analysis of imports shows 
that import trade in commodities 
like raw cotton and metals (iron and 
steel and others) is concentrated in 
Indian hands who handle So per cent 
of the imports of these items. In 
the case 0f raw jute, chemicals and 
drugs, machinery and vehicles also, 
Ind ian firms account for the major 
share varying from 60 to 80 per 
tent. Only in oils (vegetable, mine-
ral etc) non-Indian firms hold the 
major share. 

By centres, the share of Indians 
vares from about 60 per cent in 
Calcutta to 97 per cent in Delhi . 
Eveu in case of Calcutta, Indian 
share in export trade increased from 
46.7 per cent in 1951 to 58.1 per 
cent mainly due to increasing Indian 
interest in export of jute manufac
tures. Tea, jute, metallic ores, oils 
must recount for relatively greater 
predominance of foreign firms in 
Calcutta. In Bombay the share of 
Indian firms is 75 per cent in the 
case of imports and 80-85 per cent 
in the case of exports. 

In sharp contrast to the relatively 
large share of Indians firms hi the 
foreign trade of the country, the 
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exchange business,, passing 'through 
Indian banks is pitifully small. Bri
tish exchange banks are the largest 
single group, financing more than 
half of India's export trade and about 
60-65 Per cent of the import trade, 
Indian banks come next in import
ance, handling 25 to 30 per cent of 
export trade and 20 to 25 per cent 
of import trade, followed by the 
Dutch and the American banks. 
Indian banks finance no more than 
30-35 per cent of the total trade 
carried on by Indian firms. 

Wasted Finesse 

O N E can understand the Op
position being forced to shout 

at its loudest to make itself heard 
or to adopt other crude methods 
to make its presence felt, since the 
majority which the Congress com
mands in Parliament makes all 
other instruments ineffective. But 
what of the Government benches? 
Do they understand only the sledge 
hammer and not the lancet? 

The extreme delicacy of the Com
mittee which enquired into the 
Industrial Finance Corporation, the 
sobriety of the recommendations 
and its firmness on essential points, 
though couched in polite language, 
have all been completely lost on the 
Government. It is a pi ty that 
Shrimati Sucheta Kr ipa lani , Chair
man of this Committee, had to act 
as a rough handed commentator on 
her own delicate piece of work and 
re-state the findings of the Com
mittee in a language which the 
Treasury Benches are more likely 
to understand. 

The manner in which the Gov-
-eminent has handled this question 
right from the beginning, first by 
refusing to take any note of the 
criticism levelled on the floor of the 
House against the operations of this 
Corporation and then yielding, but 
not gracefully, to the demand for 
an enquiry has covered the activi
ties of this Corporation wi th a cloud 
of suspicion which should have been 
dispelled at the very start. Instead 
of doing that, the Government, un
fortunately, appeared to avoid 
rattier welcome light being thrown 
on the sore spots. What could he 
more damaging than that the Gov
ernment resolution on the Report 
should have been published with
out allowing the Parliament the 
benefit of looking at the ful 
Report? By accepting the recom
mendation of this Committee -in 
principle that it would be advanta
geous to have a wholetime paid 
Chairman for the Corporation, one 

would have thought the purpose the 
Committee had in mind had been 
adequately served. But for the inept 
handling of the whole issue, there 
would not have been an occasion 
for the Opposition to score the point 
against the Government that Trea
sury Benches do not appreciate 
moderation in language. If the 
sledge hammer and not the lancet 
is going to be the only instrument 
to be used, what w i l l remain of 
Parliamentary decorum? 

Pakistan Per Capita Income 

THE per capita income in 
Pakistan for the year 1948-49 

has been estimated by the Central 
Statistical Office to be Rs 230.4. 
The total national income in that 

year is computed at Rs 1691.90 
crores while the population is esti
mated at 73.62 millions. The con
tributions of agricultural and non-
agricultural sectors of the economy 
are as follows: 

Letter to the Editor 

India Development and Finance Corporation 

I F the new ' India Development 
and Finance Corporation ' were 

to be confined to providing equity 
capital, as Mr H T Parekh suggests, 
its investments would go exclusively 
to the big enterprises. It is, how
ever, desirable that small and medi
um industrialists should also profit 
from the new venture that was, 
according to rumours, originally 
devised for their benefit. 

How should then the sphere of 
activity of the new Corporation be 
marked out? For me, the course 
to be taken appears to be quite 
simple. The experts shall agree 
upon a broad plan for the proposed 
economic development and expan
sion of India that the Corporation 
is dedicated to promote. (To make 
here just one obvious point: India 
exports both iron ore and coal, while 
she has not sufficient steel, owing to 
the absence of the necessary furna
ces.) 

Once the general plan has been 
drafted, it is going to be compara-
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The data available for national 
income computation wi th the Cen
tral Statistical Office, however, are 
incomplete, and hence no great 
reliability is claimed for these figu
res. Due to the predominance of 
non-monetised sectors in Pakistan's 
economy, the task of national i n 
come estimation is bound to be 
difficult. 

It is interesting to note that while 
the agricultural sector accounts for 
about 70 per cent of the total na
tional income in Pakistan, agricul
ture in India is estimated to have 
contributed about 42.5 per cent in 
the same year, according to the 
Final Report of the National I n 
come Committee. This shows the 
relative industrial backwardness of 
Pakistan. The per capita income 
in India for the same year at Rs 
246.9, however, does not show much 
of a difference, despite the larger 
contribution made to her national 
income by industry. 

tively easy for the board of directors 
to allocate the available financial 
resources between the various indus
tr ial units,—old or new, big or small, 
- w h i c h are likely to contribute to 
the fulfilment of the general plan. 

_ As the economic development en
visaged in India requires first and 
foremost the expansion of heavy 
industry, the bigger part of the in
vestment capital wi l l probably be 
earmarked for a number of big com
panies, in which case the holding of 
equity could be the technical ar
rangement. It is. however, impor
tant that the section of the Corpo
ration funds left for the small and 
medium industrialists should be dis
tributed alter a careful consideration 
of not only the material, but also the 
human " collado ". After al l , M a n 
is not only the end, but also the 
principal means of economics. 

George A Floris 
Taj Mahal Hotel, 
Bombay, 
27-2-1954 
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