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shown. Publication of figures of banks' 
savings deposits and of deposits of go
vernments, if not weekly at least once 
a month, wi l l enable better interpreta
tion of movements in bank deposits 
man is possible now. 

The increase of Rs 96 crores in in
terest-bearing deposits during the latter 
half of 1963 conceals movements in 
opposite directions of deposits at differ
ent rates of interest. Deposits earning 
3 per cent and above rose by Rs 158 
crores whereas those earning less than 
3 per cent declined by Rs 62 crores. 
This shift to higher interest earning de
posits is remarkable. It casts doubt on 
the belief, surprisingly widely-held 
among bankers, that deposits are inter
est-inelastic. 

In retrospect it also seems that all 
the hue and cry last year about accept
ance of deposits by commercial and in
dustrial concerns, to which bankers 
naturally contributed their share, was 
less justified than appeared then. The 
stickiness in banks' time deposits which 
appeared to substantiate the hypothesis 
of an appreciable shift of deposits from 
the banks to non-banking agencies, 
loses much of its significance in view 
of how flexibly banks classify their 
savings deposits. 

The increase of Rs 96 crores in in
terest-bearing deposits is distributed 
differently among different categories of 
banks. Thus banks with deposits of Rs 
100 crores and above mopped up Rs 66 
crores whereas those with deposits of 
between Rs 25 and 100 crores were 
able to collect Rs 23.4 crores. Apart 
from the question of public confidence 
and stability of banks, differences in 
the ability to attract deposits is also 
due to the advantage of branch-banking 
which the bigger banks have over the 
rest. 

million. The sources of credit are not 
known as yet but presumably comprise 
some foreign banks, as suggested by 
the Mudaliar Committee. The credit 
would have been far more difficult to 
secure if our export performance had 
not improved substantially—and our 
reserves not gone up in spite of the re
payment of Rs 24 crores to IMF. 

Details have yet to become available. 
The only official information given out 
so far is that credits out of the fund 
would be given on a revolving basis to 
manufacturer-exporters to import raw 
materials, components and spare parts 
for manufacturing goods destined for 
export. The credits would probably be 
up to 18 months to allow, say, up to 
6 months for getting materials and up 
to 4 months each for processing, export 
and payment. Replenishment of funds 
would be guaranteed by Government 
which will , in turn, secure undertakings 
from the beneficiaries to earn a speci
fied value of exports. The principal 
difference between this and the incen
tive import licences under current ex
port promotion schemes would be that 
the new schemes would tie present im
ports to future exports rather than the 
other way round. 

The Mudaliar Committee had sug
gested a fund of Rs 25-30 crores to 
increase exports by Rs 100 crores a 
year on the assumption that imported 
raw materials and components would 
cost approximately one-half, and that 
the fund would also supply indigenous 
stores wherever possible at internation
al prices. It was in favour of setting 
up an autonomous agency to admini
ster this fund but the Government has, 
fortunately, resisted this temptation 
and will probably delegate the respon
sibility to the reorganised Export Credit 
and Guarantee Corporation. 

A i d in Reverse 

IT needed some imagination and 
courage to project India as an 

aid-giver but the move has been made. 
The Government has sponsored a mis
sion to certain African countries to 
discuss the possibilities of private and 
public collaboration in local industrial 
projects. Earlier, some leading industria
lists were encouraged to go to Nepal. 
These relatively isolated sups have 
been followed by the Finance Minister's 
announcement at the Tokyo Fund Bank 
meeting that India is negotiating with 
IDA to explore the possibilities of using 
India's rupee contribution to the IDA 
for assistance to other countries. No 
further details have been given but it 
can be presumed that this is part of 
the evolving foreign policy which will 
stress development of economic rela
tions with Afro-Asian countries. Aid 
is an essential ingredient of economic 
relations between a large and relatively 
more developed country and smaller less 
developed countries. This ingredient has 
been missing so far. 

Our aid programme has been restrict
ed to Nepal and that too under the 
Colombo Plan. Grants to Nepal amount
ed to Rs 3.21 crores in 1961-62, Rs 2.92 
crores in 1962-63 and Rs 4.70 crores in 
1963-64 and the provision in the 196-1-
65 budget is Rs 7.66 crores. By some 
queer twist of aid Terminology, these 
estimates, it is believed, include the 
expenses of the Indian Aid Mission in 
Kathmandu, an item the parallel of 
which would not be accepted in New 
Delhi. Other Colombo Plan Grants, dis
tributed over the whole of South Asia, 
average Rs 25 lakhs a year. The only 
allocation, apart from the Colombo 
Plan, is Rs 1.43 crores a year to the 
U N Special Projects Fund and Expand
ed Programme of Technical Assistance 
These amounts are supplemented, in the 
capital budget, by a highly deceptive 
item "Loans to Foreign Governments", 
which consists almost wholly of swing 
credits to centrally planned economies 
under annual trade agreements. This 
item amounted to Rs 7.85 crores in 
1961-62, Rs 20.23 crores in 1962-63 and 
Rs 14.77 crores in 1963-64; Rs 16.10 
crores is budgeted for 1964-65. 

The genesis and implications of the 
offer to use for aid the Rs 17 crore 
rupee subscription (the remaining Rs 2 
crores are in dollars) to the IDA are 
not clear but the idea appears to be 
an offshoot of a proposal to set up an 
aid fund under the Ministry of Extern-

Room to Swing a Cat 

THE slight improvement in the 
foreign exchange position, brought, 

about by a substantial rise in exports 
and increased inflow of assistance, off
set to some extent by large imports, 
added Rs 10 crores to foreign exchange 
reserves in 1963-64. It is, perhaps, 
more than a coincidence then that the 
Commerce Minister, Shri Manubhai 
Shah, announced this week the esta
blishment of a revolving import export: 
stabilisation fund of Rs 10 crores. 
True, this amount is not being raised 
out of our own reserves but from lines 
of credit "already secured" for $20 

So far as the banking aspect of the 
scheme is concerned, one of the pro
blems likely to come up is the relative
ly long maturity envisaged for the 
credits. Normal acceptance credits are 
for three to six months and the partici
pating banks might, therefore, have 
some difficulty in refinancing them
selves. The amounts involved are, how
ever, not likely to be so large as to 
worry overmuch foreign banks, especi
ally when the securing of clients for 
allied bank services is also taken into 
account. Who are the foreign banks 
anyway and what kind of tie-ups are 
they going to have with Indian banks? 
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al Affairs. Normally, convertibility of a 
country's subscription implies that the 
amount can be spent by a borrower in 
any country which is a member of the 
IMF and Switzerland, but that could 
not be the Finance Minister's intention. 
The convertibility if it can be describ
ed as such, would probably be limited, 
by informal arrangement, to purchases 
from India. If the World Bank and IDA 
agree to i t , this would be perhaps an 
unprecedented arrangement. 

This and similar other schemes in
volving the export of capital would 
have some impact upon the balance of 
payments situation in the short run but 
as other, even nominal, capital export
ing countries have found, such outflows 
earn financial and political dividends 
large enough to make the effort worth
while. 

J P's Initiative 

A Correspondent Writes : 

THE events leading up to the par
tition of India, its immediate 

aftermath, and the continued suspi
cions and grievances of both the In
dian and Pakistani Governments must 
constitute one of the most tragic 
chapters in modern history. (If the 
testimony of the famous portrait pho
tographer, Margaret Bourke-White, in 
her recently published autobiography 
is accurate, even Jinnah was stunned 
by the tragedy of what happened in 
1947). 

A constant excuse for being bad 
neighbours is provided by the Kash
mir problem. With all his great and 
genuine Jove of India, With all his 
flair for foreign affairs, and with all 
his sense of history, Nehru displayed 
an inexplicable complacence about the 
Kashmir problem. He sat on a vol
cano for seventeen years pretending 
that it was a soft comfortable seat; 
it was lucky for him that the volcano 
did not erupt during his lifetime. 

Proclamations of Kashmir's increas
ingly 'final' accession to India do not 
constitute a solution of the problem. 
Even if each of the proclaiming Kash
mir Governments could honestly claim 
to represent "the will of the Kash
miris", a statesman could not possibly 
consider the problem as solved while 
Pakistan continued to occupy part of 
Kashmir and continued to press her 
claims over the rest, with more than 
a little sympathy in some foreign 
countries that her case deserved to be 
heard. 

It is in this context that Jayapra-
kash Narayan's views about the Kash
mir problem (and the Chinese prob
lem) need to be understood. It is 
highly fortunate for India that a poli
tical leader of J P's intelligence and 
sensibility should be far enough re
moved from power and the hope of 
power that he can urge the nation 
to think about her international pro
blems in ways other than the accus
tomed ones. Other nations before us 
have had to do this. 

The sore of Kashmir should not be 
allowed to fester for another seven
teen years. ( I f our Government is not 
almost superhumanly tactful, imagina
tive, farsighted and courageous, the 
border quarrel with China is bound to 
become another non-healing sore. In a 
forgetful moment Nehru did admit as 
much once when he said that the 
quarrel with China will continue for 
a very long time). Of course, we need 
to preserve our self-respect; but as a 
country where centuries have galloped 
past without bringing about that im
provement in the unhappy lives of the 
majority which is taken for granted 
in some fortunate countries, we cannot 
afford the luxury of never accepting 
in international disputes a little less 
than what we ourselves consider to be 
our fair share, and thus perpetuating 
distractions which are expensive in 
material terms as well as in terms of 
mental and emotional energy. 

That seems to be J P's fundamental 
argument for asking us to re-think 
about Kashmir (and China). Of course, 
it is possible that inspite of our show
ing a greater readiness to follow a 
policy of give and take, Pakistan (and 
China) may refuse to budge from their 
"total" demands. But these things can 
be meaningfully investigated only at 
a conference table and not through 

statements to the press. In the early 
vigorous days of his foreign policy, 
Nehru used to urge disputant coun
tries to come to a conference table 
without any pre-conditions. Why 
should the same good principle not 
apply to India's disputes with her 
neighbours? 

Voices have been raised against the 
legal propriety of J P's mission to 
Pakistan. But J P has been careful to 
emphasise that he could not in any 
way commit the Indian Government. 
That the task J P has undertaken is 
difficult and thankless is indicated by 
the nature of the predominant reaction 
in India to his ideas, and by the ab
sence in Pakistan of evidence of 
readiness to readjust traditional atti
tudes. Within days of his talks with 
J P, the Pakistani President was say
ing in Mastung, in West Pakistan, that 
the "arms build-up" in India had en
dangered peace in the region; and the 
first official Pakistani reaction (as in
dicated by their Central Information 
Minister in Lahore) to the suggestion 
for setting up a group in Pakistan to 
further friendship with India has been 
that such a group would be of no use 
unless there was a genuine change of 
heart on the part of the Indian lead
ers. These are words of people with 
blinkers (and, of course, there are 
plenty of such people in India too). 

No miracles have been performed, 
but J P has done the highly useful job 
of giving some jolt to the rigid think
ing of at least some people in the 
two countries. Having said this, it 
must be added that J P is in need of 
not getting too deeply involved with 
politicians whose motives and aims 
may be quite different from his, but 
who may find it convenient to have 
the apparent support of his name. 
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