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bluster. South Africa for one has 
successfully withstood numerous U N 
resolutions calling for universal boycott, 
and Ian Smith can be expected to gam
ble on his chances of survival, particu 
larly since the alternative—an independ
ent S Rhodesia dominated by Africans 
—is totally unacceptable to him and 
his party. Something more than threats 

of economic reprisal is therefore called 
for from Britain. With its record of 
use of British troops to suppress 
nationalist elements in its territories, 
as in Aden most recently, it would be 
ironical indeed if Britain now acts 
with less than the necessary firmness in 
a situation which, in the absence of 
such action, is so full of potential 

strife, suffering and injustice. 
Harold Wilson must decide exactly 

how far he is prepared to go in an em
ergency to ensure that S Rhodesia 
enters independence under an equitable 
political system and make this clear to 
Ian Smith when he visits London next 
month armed with the verdict of his 
sham referendum. 

Weekly Notes 
Stateless No More 

THE agreement reached on Thurs-
day between the Prime Ministers 

of India and Ceylon, meeting in New 
Delhi, on the future status of the majo
rity of the people of Indian origin in 
Ceylon, who are at present stateless, re 
solves a problem which has remained 
intractable for almost a quarter of a 
century. Representatives of India and 
Ceylon have carried on negotiations on 
this problem intermittently and Pandit 
Nehru himself had had talks with Mrs 
Bandaranaike as well as her predeces
sors. Though a solution eluded these 
efforts, they did pave the way to the 
success which has now been achieved 
by clarifying the respective stands of 
the two countries. 

The stateless persons of Indian origin 
form almost ten per cent of Ceylon's 
total population, and a substantial part 
of the labour force of the tea and rub
ber plantations. Mostly from South 
India and Tamil speaking, they migrat
ed to Ceylon between 1850 and 3939, 
when migration from India was finally 
banned. The circumstances of their life 
in Ceylon were never particularly good, 
but in 1949 they were finally deprived 
of their citizenship, and were also left 
without the right to vote which they 
had enjoyed between 1931 and 1949. 
Having lived in Ceylon for generations, 
they naturally had come to regard the 
island as their home and saw no reason 
why they should be deported back to 
India. 

As a result of successive rounds of 
negotiations, the problem had been re
duced more or less purely to one of 
numbers. Out of the total population 
of Indian origin in Ceylon, the Govern
ment of Ceylon had up t i l l now grant
ed citizenship to 140,000 while the 
Government of India had agreed to 
take back 240,000. This left the over
whelming majority still stateless. What 
had made a settlement of the fate of 
these people so difficult was that the 
Ceylon Government's attitude to the 

problem was dominated by the internal 
politics of the country which had over 
the years assumed an increasingly com
munal and linguistic orientation. To 
the conflict between Sinhalese-speaking 
and Tamil-speaking Ceylonese citizens 
it was of crucial importance whether 
the stateless persons were given Ceylo-
nese citizenship or not. If they were, 
the proportion of Tamil-speaking neo-
ple in Ceylon's population would in
crease sharply, thereby greatly streng
thening their demands in such matters 
as, for instance, recognition of Tamil 
as a national language. It has been the 
objective of successive Ceylonese Gov
ernments, therefore, to aim at a solu
tion which would require them to ac
cept as few of the stateless as possible. 
At one time Ceylon had even offered 
monetary incentives to those returning 
to India. 

Thus the real bargaining at the nego
tiations just concluded was over he 
number of stateless persons India would 
accept back and the number whom Cey
lon would grant citizenship. The Indian 
position, it was known, was that it 
would agree to the repatriation of 
300,000 people at the most provided 
Ceylon accepted the rest as its citizens. 
Under the agreement that has been 
reached, India has agreed to accept 
525,000 persons and Ceylon 300,000. 
leaving the fate of the remaining 
150,000 persons to be decided at ano
ther meeting of the two Prime Ministers 
in Colombo early next year. This may 
represent some concessions by India, 
but considering the urgent need, on 
human grounds, to end the uncertain-
ty which surrounded the future of the 
stateless, as well as the political advant
ages of better relations with Ceylon, 
the concessions appear to be more than 
justified. 

It has been announced that the Gov
ernment of India proposes to appoint 
a special officer to process and imple
ment the agreement. No doubt a num

ber of practical problems will have to 
be overcome in the process of repatria
ting such a large number of persons 
settled for so long in Ceylon. One 
of these will be the Ceylon Govern
ment's ban on Indian nationals taking 
out of the country assets worth more 
than Rs 75,000. The Indian Govern
ment has protested against this restric
tion in the past on the ground that it 
involves a discrimination against Indians 
since nationals of other countries are 
allowed to take out more than double 
this amount. It is to be hoped that in 
the interests of the speedy repatriation 
of those whom India has agreed to 
grant citizenship and considering the 
very valuable economic contribution of 
these people to Ceylon over many years, 
the Government of Ceylon will waive 
the restriction on the value of property 
brought out of the country in their 
case. 

Indian Capital Abroad 
An esteemed correspondent familiar 

with conditions in some African 
countries writes; 

T HE answer to the question whe
ther and Indian feeling in Africa 

would be heightened by Indian invest
ment depends upon the region one is 
talking about. My feeling is that it. 
would happen in East Africa, but not 
in West Africa. There is no settled 
Indian population in the West nor, for 
that matter, any European settlement. 
The reasons are somewhat complex, 
but the main ones seem to be that, 
from the very beginning, foreigners 
were not permitted to own land in 
Nigeria and the Southern part of the 
country had a bad reputation from 
the point of view of climate and dis
eases. Northern Nigeria was the 
happy hunting ground of Lord Lugard, 
who preserved it as a feudal museum. 

Since it is generally known that 
foreigners in this region are transients 
and their numbers are very small, 
there has never been in Nigeria, and 
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West Africa generally, the kind of 
prejudice against foreign investment 
which is found, for instance, in East 
Africa, Burma, Ceylon, etc, where 
there are large settled foreign com
munities. Furthermore, in the case of 
Nigeria, since many of the Indians 
here are Sindhi merchants who keep 
themselves mobile, the local pressure 
is in the direction of making them 
invest genuinely in industrial enter
prises. 

As regards the question how Indian 
Investment abroad would benefit 
India, as distinct from the Indian 
private investor, it all depends on the 
country chosen for investment. If it 
is one, such as Malaya or Nigeria, 
which has a fairly strong external pay
ments position and is likely to remain 
free of exchange restrictions, the fact 
that Indian nationals are acquiring as
sets which in an emergency could be 
converted into free currency would be 
a good thing. Naturally, the benefit to 
India as a whole would arise only if the 
Indian parent company is compelled to 
disclose sufficient information to the 
Reserve Bank from time to time. (I 
have the impression that such dis
closure is insufficient at present). 

Whether private investment is desir
able as opposed to Government aid 
raises many difficult issues. Here one 
enters into the realm of philosophical 
differences between those who believe 
one hundred per cent in private enter
prise and those who do not. However, 
my own feeling is that a programme of 
Indian Government aid, backed up by 
loans which do not create as much 
local resentment as equity ownership by 
foreigners, would be in the best inter
est of India at the present time. 
Whether one goes the whole way in 
this matter or not, I am quite sure that 
unless the Indian Government co-ordi
nates the investment programme and 
keeps Indian private businessmen to a 
defined sphere, perhaps tied to the ex
port of capital goods and a limited 
financial participation, there would be 
more trouble than gain for us in the 
tong run from Indian investment in 
Africa. 

There is at present a tremendous 
amount of competition among advanc
ed Western Nations and Japan to get in 
on the ground floor with respect to in
vestment in West Africa. These coun
t i e s are at present in the stage of tran-
Bltion from providing suppliers' credits 
to making genuine equity investment, 
furthermore, the great trading com
panies, of which Unilever in Nigeria is 
the prime example, have started shift

ing some of their trading profits to in
dustrial ventures. Hence, Indian eco
nomic penetration by way of invest
ment in Africa is not going to be easy. 
Our only asset is our genuine desire to 
teach all that we know to our African 
friends. As long as we stick to this 
and refrain from using economic 
strength to exploit anybody, our foreign 
policy objectives would be safe. The 
moment we begin to look like the West
ern or Japanese businessmen, all the 
goodwill we have at present w i l l be 
lost. India is not yet really rich 
enough to invest abroad, whatever our 
private enterprise friends may say. 
Naturally, as things get difficult for them 
in India they look for new pastures ab
road. But this is definitely one of the 
things on which private and public in
terests do not necessarily coincide. 
Occam's Razor 

ONE of the provisions of the Bill 
introduced last month to amend 

the Foreign Exchange Act has escaped 
the attention which it deserves. The 
new section 18A lays down that no 
foreign controlled company (whether 
registered in India or a branch) or firm 
can act in India as the agent for trad
ing or commercial transactions or as 
technical or management adviser with
out the general or special permission 
of the Government or the Reserve Bank. 

It is possible to make too much or 
too little of this amendment. 

Ever since 1948, Government has. in 
general, opposed the coming in of new 
non-manufacturing foreign controlled 
enterprises and has also tried to ores-
surise established trading firms into 
manufacturing operations. The policy of 
treating each proposal on its merits has, 
nevertheless, allowed some new trading 
or service enterprises to get in and 
many of the older ones to continue 
practically undisturbed. The amendment 
does not prohibit such business also-
gether. In conventional style, it confers 
wider powers to collect more informa
tion on foreign controlled business acti
vity and to regulate it more closely 
than was possible hitherto, The policy 
of opening the doors a little wider to 
foreign enterprise which the Finance; 
Minister has been advocating and nrac-
tising should have reference only to 
investment in certain lines of manu-
facturing activity; it is not meant to 
throw open the floodgates which always 
carries the danger of leaving much 
debris behind after the flood recedes. 

There is another way of looking at 
the amendment. Is it a move to let in 
fresh commercial and professional enter
prise under cover of individual per

mits? The chances are about even that 
the Government has both the views in 
mind. The entry of new commercial 
and technical skills might help tone 
up marketing, management and techni
cal consultancy services while at the 
same time some of the dead-wood could 
be lopped off. 

The foreigner is understandably 
jumpy but everybody need not jump 
with him. Permits are wonderful de
vices which cut both ways. 
China's B o m b and Disarmament 

HOMI BHABHA'S radio broadcast 
on nuclear disarmament on last 

Saturday, U N Day, was a queer mix
ture of sound sense and gross over
simplification. Borrowing figures from an 
American paper on use of atomic ex
plosions for excavation for water diver
sion, submitted to last month's confer
ence on peaceful uses of atomic energy 
in Geneva, Bhabha told listeners that 
an atom bomb of the same potency as 
the one used in Hiroshima—that is, a 
10-kiloton bomb—would cost just Rs 
17.5 lakhs to make. And a vastly more 
powerful one, a two-megaton bomb, 
could be made for Rs 30 lakhs. Further, 
a country could build up a respectable 
nuclear stockpile of 50 ten-kiloton 
bombs for less than Rs 10 crores and a 
formidable arsenal of 50 two-megaton 
bombs for Rs 15 crores, or about 2 
per cent of India's current annual de
fence outlay. 

One does not have to be an atomic 
scientist to say that these figures are 
meaningless. Rs 17 lakhs, or for that 
matter Rs 170 lakhs or Rs 1700 lakhs, 
do not give even an idea of the cost 
of a nuclear bomb programme. Actual
ly, the costs of creating the initial faci
lities and of continued research and 
experimentation which is the unavoida
ble concomitant of nuclear power status 
are still near-astronomical, true though 
it may be that the advance and disper
sion of knowledge now enable aspirants 
to short circuit many stages in the deve
lopment of a nuclear bomb and to save 
substantially on the figure of $2,000 mil
lion which is an estimate of what it 
cost the United States to build the 
Hiroshima bomb in 1945. 

However, Bhabha's suggestion that a 
number of countries can become 
nuclear powers if they set their hearts 
on it is valid and important, amazingly 
superficial though his cost estimates are. 
The proportion of any country's resour
ces which can be diverted for a defence 
build-up is a matter of political deci
sion and the upper limits can be stret
ched considerably. As for the technical 
know-how, a number of countries, i n -
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cluding India, could develop it with 
concentrated effort over months rather 
than years—18 months is the figure 
Bhabha has been freely quoting for In
dia. Finally, plutonium from nuclear-
power reactors provides the nuclear 
material though facilities for producing 
uranium 235—which China appears to 
have- are still exhorbitantly expensive 
and technologically difficult to build. 

Thus, given the political motivation, 
a number of countries can develop nu
clear devices. Of course, it will be years 
before they can be on par with the 
two nuclear super-powers, but the head-
on start which the United States and 
the Soviet Union have had on the rest 
of the world will not deter new nuclear 
aspirants; rather the monopoly of nu
clear weapons by a few countries pro
vides the rationale for other countries 
trying to become nuclear powers them
selves. 

That was Bhabha's point. Unless the 
countries which possess nuclear wea
pons take steps to give them up, there 
will be a compelling reason for others 
to develop similar weapons. This is 
exactly what China and France—has 
been saying. In China's case the hosti
lity of the United States, which refuses 
even to recognise the existence of the 
People's Republic, gives a special edge 
to her need for nuclear weapons. As 
the rethinking in India sparked by 
China's nuclear explosion demonstrates, 
test ban treaties or even the good in
tentions of countries are no guarantee 
against the spread of nuclear weapons. 
Circumstances may confront any coun
try with a choice between being forced 
into a position of dependence on one 
of the existing nuclear powers—though, 
as Cuba realised two years ago, even 
such dependence affords only imper
fect protection—and trying to develop 
its own nuclear defence. Which country 
can be blamed if it chooses the latter 
alternative? 

The ball is thus with the nuclear 
powers. If the spread of nuclear wea
pons is to be prevented—and there is 
no question that it needs to be -the 
nuclear powers must move speedily to
wards disarmament. In any case, China's 
achievement has demonstrated that they 
cannot hope to preserve their mono
poly of nuclear power for any length 
of time. 

B a r k i n g Up the W r o n g Tree 
T H A T New Delhi is still bankrupt 
A of solutions to the sugar problem 

is evident from the recent recommenda
tions of the Sen Commission as well as 

the policy decisions of the Union Gov-
ernment. Briefly restated the problem 
is that the sugar, khandsari and gur 
industries compete for their common 
raw material—sugarcane. Of the three 
industries only sugar is sufficiently large 
and compact to be easily taxed and 
controlled. The Government has impos
ed a heavy excise duty (about 30 per 
cent of the end price) and in order to 
appease the urban population (who are 
the main consumers of sugar) intro
duced a rigid price control. An unfore
seen and undesirable result of these 
impositions is the gradual whittling 
away of the industry's competitive posi
tion vis-a-vis the gur and khandsari 
industries; at prevailing prices the 
sugar manufacturer can afford to pay 
approximately Rs 50 to Rs 55 per ton 
of sugar-cane while the gur manufac
turer can pay Rs 70 to Rs 80. 

This imbalance has persisted over 
the last: two years, with the result that 
the sugar industry has consistently pro
duced less than its capacity. The Gov
ernment expected a production of 3.3 
million tons last year and the industry 
produced 2.5 million tons, the Govern
ment expects 3.3 million tons this year 
but the industry is unlikely to produce 
more than 2.9 million tons. Consump
tion meanwhile continues to rise by at 
least 100,000 tons per year and it could 
rise by even more. 

The Sen Commission's suggestion is 
basically to reduce the competitive 
power of the gur industry by imposing 
price control; the suggestion, while ad
mirable in theory, is totally impractical 
as gur is manufactured by a large num
ber of small farmers whose stocks can
not be physically controlled; it is a pity 
that the Sen Commission from whom 
so much was expected should have 
come out with so sterile a recommen
dation. 

Finding itself unable to implement 
the Sen Commission's recommendation, 
the Government has turned back to 
variations of an old formula of giving 
rebates in excise duty. The first incen
tive they have come out with is a 50 
per cent rebate on all production in 
excess of the 1962 production in Octo
ber and November. This incentive is 
so nominal that not even the Govern
ment expects much increase in produc
tion during these two months. Further 
incentives have not yet been announced 
but it is understood that there wil l 
be further, even more complicated, in
centives for excess production in the 
remaining months. 

The situation, however, wi l l not im
prove with such tinkering. The gap 
between the gur and sugar industries' 
competitive positions is far too wide to 
be so quickly bridged. If it is accept
ed that the gur industry cannot be con
trolled the only solution is to free the 
sugar industry to enable it to compete. 
There is a dichotomy in the Govern
ment's attitude towards sugar; if it is 
an essential foodstuff then there can 
be no grounds for imposing heavy in
direct taxes on i t : no similar taxes are 
imposed on foodgrains, rice, etc. If the 
excise duty on sugar was removed it 
would certainly be able to compete for 
cane against gur and khandsari. How
ever, the Government gets over Rs 80 
crores in excise duty from sugar and 
it is unlikely to let go this revenue on 
the strength of academic arguments 
about essentia) and inessential food
stuffs. 

By the same token, however, the 
Government must recognise that sugar 
is not such a basic food as to merit 
rigid price control. It is wrong to as
sume that sugar prices affect the bulk 
of the population, because the bulk 
eats not sugar but gur, India consumes 
approximately 4 million tons of gur 
against 2.5 million tons of sugar, and 
besides gur is consumed by the poorer 
classes while sugar is mainly consumed 
by the comparatively well-to-do. There 
is no reason why sugar prices should 
not be raised substantially to enable the 
industry to compete with the gur indus
try. If the intention is to prevent mil l -
owners from making a profit, the mi
nimum cane price can be raised to 
Rs 65/70 and sugar prices can be fixed 
on the basis of a more realistic cane 
price. 

A l l these are, of course, short-term 
solutions; the long-term solution, as 
has been often stressed in these col
umns, lies in raising cane yield from 
the present low level of 10 tons an 
acre to at least 15 to 20 tons. This 
should be possible if the Government 
takes steps to ensure that fertilisers 
and credit are available to the sugar
cane cultivator. The sugar factories 
could be used to administer credits in 
their zones. The solution is simpler 
than the Sen Commission imagines. 

Aarey and 'Outside' Milk 
W I L L Bombay citizens be asked to 
" pay more for their milk from the 

Government Milk Supply Scheme? 
Judging by recent developments in the 
Aarey Mi lk Colony an eight to ten per 
cent increase may well be on the cards. 
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About a month ago the Aarey Mi lk 
Producers' Association, which supplies 
about 40 per cent of aarey's milk, ask
ed for an increase in the price paid to 
i t . Such an increase, the Association 
claimed, was necessary to ensure for 
its members a 15 per cent return. At 
that time the Director of the Milk 
Scheme had rejected the demand, 
maintaining that a 10 per cent profit 
margin was reasonable enough. He 
supported this contention by quoting 
the unanimous verdict of an expert 
committee, with two representatives of 
the cattle-owners on it , which had ex
amined the question recently. The com
mittee had worked out the producer's 
prices for milk after taking into account 
all items of costs, he claimed. 

After this interchange it was expect
ed that the Government would be firm 
and reject the milk producers' de
mands. But no; for unknown reasons 
the Government has now conceded an 
increase of 12 P per litre, raising the 
producers' price from 94 P to 104 P 
per litre. When the milk suppliers 
were paid 94 P per litre, the sale price 
to consumers was 104 P. If this 

From the London End 

The First 100 Days 
A CLEAR indication that, undeter

red by its small majority, the 
Labour Government is determined to 
govern decisively, is obtained by the 
economic measures announced only 11 
days after the Government took office. 
These involve bold and decisive moves 
which, though neither startling nor in
genious, are at least a pointer that the 
Government does not intend to wait 
too long to deal with the very serious 
economic position that the country is 
now facing. It is interesting to note 
that, true to Conservative form, Maud
lins has said that had he been in Cal-
laghan's position, he might well have 
waited another month or two before 
taking any such measures. 

The latest figures issued by the Gov
ernment suggest that the overall pay
ments deficit is going to be as high as 
between £700 and £800 million—even 
higher than the gloomy forecast made 
some time ago by the National Insti
tute. Something has to be done to stop 
the rot engendered by, among other 
things, the continuing increase of im
ports in the face of declining exports. 
One refreshing factor of the new mea
sures is that they definitely mark the 

margin between cost and sale price is 
now to be maintained, the consumer 
wil l have to pay Rs 1.16, which would 
mean increase of nearly 10 per cent. 

As it is, Bombay's milk prices are 
high compared to those in other major 
cities. In Delhi, for instance, milk 
prices are about 30 per cent lower. 
This is no doubt because the cost to 
the Scheme of milk supplied by its con
tractors is high. And since the pro
ducers' price is based on a cost plus 
formula worked out by an expert com
mittee, the presumption is that the cost 
of production of milk in Bombay is 
high. This is underlined by the fact 
that the Kaira District Milk Producers' 
Union, Anand, which supplies about 40 
per cent of Aarey's milk (about 100,000 
litres a day), does so at 79 P (f o r 
Bombay) or about 25 per cent cheaper 
than Aarey's 'captive' suppliers. Another 
factor which keeps down the consumer 
prices is the cheap supply of imported 
skimmed milk on which aarey is said 
to make a profit of 100 per cent. The 
supplies from Anand and the cheap 
imported skimmed milk thus help to 
hide the cost of milk from Aarey's own 

end of the old "stop-go" system—no 
damper is to be put on the U K home 
economy; instead direct measures are 
to be taken to restrict imports and en
courage exports. The main immediate 
measures involve a levy of 15 per cent 
on all imports, other than foodstuffs, 
basic raw materials and unmanufactur
ed tobacco, and to encourage exports, 
tax relief measures for exporters and 
improvements in export credit facilities. 
The longer term measures include im
mediate action to establish an incomes 
policy and a price review body. Incid
entally, it is interesting to note that 
the National Incomes Commission will 
be killed at once. The Trade Unions 
have always refused to have anything 
to do with i t , and no-one wil l really 
regret its departure. While the future 
of "Neddy" has not been finally work
ed out, it looks as if the Economic Sec
tion of the Council's office may be 
transferred to the Ministry of Econo
mic Affairs and the network of "li t t le 
Neddys"—committees established in the 
past year to represent various indus
tries and form a l ink with "Neddy"— 
may also be controlled through the 
Ministry of Economic Affairs. 

The Government is determined to 

cattle concentration. 

Against this background it is surpris
ing to find that there are powerful 
pressures working on the Government 
seeking to compel Aarey to cut down 
its intake of milk from Anand. Even 
the Estimates Committee of the Maha
rashtra Assembly has advised that the 
Milk Supply Scheme's "precarious de
pendence" on "outside" (sic) sources 
of supply should be reduced as soon as 
possible. And this just when it is 
known that with the expansion of us 
plants at Anand and by bringing more 
cooperatives within its fold, the Kaira 
Union will be in a position to double 
its supply of milk to Aarey, from 
100,000 litres to 200,000 litres a day. 

Considering the difference in the 
price of milk from Anand and from 
Aarey's own sources and Aarey's in
ability to meet Bombay's demand for 
milk—it was anounced some time 
back that no fresh coupons would be 
issued for Aarey milk—there appears 
to be no justification for Aarey not 
accepting all the milk that Anand can 
supply. If there is, the Bombay 
citizen has to be told what it is. 

have firm hold on all the reins that 
guide the economy, and sees the future 
role of "Neddy" as a critical watchdog 
rather than a planning organisation. 
This was made plain both to Trade 
Union leaders and to employers' re
presentatives who had separate meetings 
with Wilson and the five Ministers con
cerned with economic matters on the 
day the White Paper was released. 

A careful costing of the social pro
grammes is to be announced in the 
Queen's speech; other measures include 
a strict review of Government expen
diture, including an urgent re-examina
tion of the Concord supersonic airliner, 
and consultations with the Internation
al Monetary Fund on Britain's use of 
its drawing rights. 

A whole series of measures is to be 
set in motion to reduce costs and in
crease efficiency in industry. These in
clude the formation of a new price re
view body to examine price increases 
in the public interest, an improvement 
in the pay and conditions of workers 
changing jobs, a drive to set up import 
saving industry, and a tougher policy 
to encourage growth in the under-em
ployed areas of the U K. 
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