
S I X T E E N T H Y E A R O F P U B L I C A T I O N 

October 31, 1964 Volume X V I N o 4 4 Price 50 Paise 

EDITORIALS 

Postponed Again 1733 

Saving South Rhodesia 1734 

WEEKLY NOTES 

Stateless No More-Indian Capi
tal Abroad—Occam's Razor — 
China's Bomb and Disarma
ment—Barking Up the Wrong 
Tree—Aarey and 'Outside' 
Milk 1735 

LETTER TO EDITOR 
Deficit Financing and Inflation 1742 

FROM THE LONDON END 

The First 100 Days 1738 

CAPITAL VIEW 

In the Shadow of the Bomb 

— Romesh Thapar 1741 

LETTER FROM SOUTH 

Turmoil in Tamilnad 1743 
BOOK REVIEW 

Industry, Development and the 
City 
— Sharad Kulkarni 1745 

SPECIAL ARTICLES 

Russia without Khrushchev 
— P Misra 1747 

Use of Short-Term Co-operative 
Credit; Findings of a Field 
Study 
— S Vasudevan 1749 

Managing Agents on the Way 
Out 
— R K Hazari 1751 

Nepal's Foreign Trade 
— K Prasad 1753 

AROUND BOMBAY MARKETS 

Wide Swings in Equities 1756 

CURRENT STATISTICS 1759 

THE ECONOMIC WEEKLY 
Co-operative Insurance Building, 

Sir P M Road, Bombay-1. 

Grams: ECONWEEK 

Telephone: 253406 

Annual Subscription; Rs 24 

Postponed Again 
THE Chief Ministers and Food Ministers of the States spent the best part 

of this week in New Delhi but have dispersed without taking a decision 
on food policy. The decision has now been postponed to the meeting of the 
AICC in Guntur next month. In the deliberations of the politicians striving 
to preserve narrow political and parochial advantages, there was little reflec
tion of the months-long privation of the people, who are now fast approach
ing the limits of tolerance, as is evident from the frequency of police action 
against food mobs. In New Delhi, Food Minister Subramaniam was still ex
plaining the implications of the Foodgrains Prices Committee's recommenda
tions and assuring the State politicians that he was prepared to be guided by 
them. Even the Prime Minister's urgent exhortation to "resolve here and now 
in this conference that we wil l consider the whole problem on a national basis, 
and that i f there is a danger or risk, we wi l l face i t " failed to carry convic
tion since the time for such exhortation was long ago: what the food situation 
has been crying out for is action by the Government 

Food prices began to move up in Apri l 1963, after the seasonal downturn 
in the early months of the year, and have continued to rise ever since. On 
October 3, 1964 the index number of wholesale prices of cereals was 152 
compared with 118 a year ago. The rise since March 1963 has been almost 
50 per cent. 

A whole crop year has thus passed by and now we are on the verge of 
another and the Government still has no food policy for the country. The 
Chief Ministers of States waited more than a year after prices began to rise 
before "resolving" in June this year to have "a firm price policy for the 
whole country". But it took the Central Government another four months to 
take the next step. At last on the 13th of this month came the announcement 
of producers' prices of standard varieties of paddy, wheat and coarse grains 
for the 1964-65 season. It was also announced that the Government would 
evolve a three-tier price structure for rice by fixing statutorily ex-mill whole
sale prices, wholesale prices at the consuming centres and retail prices. A 
similar scheme was to be evolved for other foodgrains also. The prices 
announced for rice, Subramaniam claimed, were such as to ensure to the 
producer the maximum possible prices, consistent with fair prices for con
sumers. What he did not: say was how these prices were to be enforced. The 
enforcement machinery was to be announced after this week's conference of 
Chief Ministers and Food Ministers of States. And now the decision has been 
postponed once again. 

Clearly, if the Government is serious about maintaining the prices which 
it has announced, it must prepare for two tasks: First, i t wi l l have to take 
on a large part of the responsibility for distributing foodgrains and, second, 
i t wil l have to enforce some form of rationing on the bulk of the urban 
population. 

At a press conference in Bombay some days ago, the President of the 
Federation of All-India Foodgrains Dealers' Associations claimed that the 
margins allowed to the trade under the prices fixed would not cover even 
the costs of the trade, not to talk of yielding a fair return, and stated plainly 
that unless either the producers' prices were lowered or the retail prices raised, 
private trade wi l l not be able to function. While i t remains to be seen how 
far the Government can succeed in making the trade operate on these allegedly 
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"uneconomic" margins with the help of 
the extraordinary powers it proposes 
to assume to curb profiteering and 
hoarding, the Government will inevit
ably have to play a major role in dis
tribution, involving purchases from the 
producer, storage, transport to the ron-
suming centres as well as actual retail 
distribution. Further, whether the Gov
ernment takes over distribution or it 
is left to private trade working within 
strict regulations, there can be no 
escape from rationing if prices have to 
be maintained at levels lower than those 
which will normally prevail. Since 
changes in prices adjust demand to 
supply in a free market, it follows that 
if prices are to be pegged at a level at 
which ordinarily demand will exceed 
supply, demand wi l l have to be reduc
ed by physical restriction of consump
tion. 

If the Government is to be responsible 
for foodgrains distribution and if ration-
ing becomes inevitable, the basic deci
sions relating to purchase from farmers, 
movement of grains between different. 
parts of the country, as well as distri
bution to the consumers wil l necessa
rily have to be taken by the Central 
Government though, of course, the res

ponsibility for carrying out these tasks 
wi l l continue to be decentralised. This 
is precisely why any suggestion of 
rationing comes up against the opposi
tion of some of the State Governments 
which fear that rationing and move
ment of grains under the Central Gov
ernment's direction will move out of 
their States more foodgrains than they 
are prepared to allow. This fear is jus
tified, of course, but then the very 
purpose of a national food policy is to 
distribute available supplies, wherever 
they originate, equitably all over the 
country. 

It is evident that Food Minister 
Subramaniam has failed to persuade the 
States to view matters in this light. 
In New Delhi this week the Prime 
Minister himself told the States that. 
national interests must determine deci
sions on the food problem and at its 
meeting on Monday the Congress 
Working Committee is also understood 
to have "generally favoured" rationing 
in the big cities. It now remains to be 
seen whether these new pressures will 
succeed in brow-beating the recalcitrant 
States into accepting a national food 
policy between now and the AICC 
session a week hence. 

Saving South Rhodesia 

once constituted the Central 
African Federation have won indepen
dence—the second, North Rhodesia, 
on last Saturday as Zambia — while 
the white government of South Rho
desia, the third territory, has declared 
its determination to do the same ''be
fore Christmas". There is one signi
ficant difference, though. Zambia's 
independence was a further step in the 
release of the African continent from 
political bondage whereas the white 
South Rhodesians' demand for inde-
pendence threatens to create a second 
South Africa. If anything, a white 
government has even less justification 
in S Rhodesia than in S Africa since 
whereas in the latter country the 
Africans outnumber the whites by 
seven to two, in S Rhodesia the pro
portion is actually eight to one! 

Dr Kenneth Kaunda, Zambia's first 
President, may not be cast in the radic
al political mould of Nkrumah or 
Sekou Toure, but because of its geo
graphical contiguity with Mozambique 
and Angola, Zambia may soon become 
a centre of nationalist activity against 
Portuguese imperialism and against the 

What remains to be seen is whether S 
Rhodesia wil l be added to the Black 
Man's burden in Africa. 

Whether it wil l be, appears to depend 
almost entirely on the actions of 
Britain's new Labour Government. For 
its part, the government of Ian Smith 
has left no one in doubt of its deter
mination to win independence under a 
constitution which will preserve white 
hegemony in every form. If Britain 
does not play ball, Smith has threaten
ed to declare S Rhodesia independent 
unilaterally. This is no idle threat and 
Prime Minister Harold Wilson realises 
this. He found it necessary this Tues
day to warn white Rhodesians that any 
step towards unilateral independence 
would be regarded as an "act of trea
son" by Whitehall. 

To this warning, Ian Smith's reaction 
has been significantly belligerent. "We 
have decided emphatically" he declared, 
"that those who live here in this 
country will be the ones and the only 
ones who wi l l have the right to 
make the decisions as far as this coun
try is concerned". He certainly has 
adopted some very devious techniques 
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to ascertain the wishes of the people 
of S Rhodesia. Last month he called 
the chiefs of African tribes, all of them 
in the pay of his Government, to a 
secret conference and, after the meeting, 
announced that the chiefs had express
ed themselves unreservedly in favour of 
independence. And now, on November 
5, he proposes to go through the 
motions of consulting public opinion 
once again with a referendum in which 
90 per cent of those eligible to vote 
will be whites. The referendum, like 
the earlier conference of tribal chiefs, 
will no doubt produce the desired 
affirmation of support for the govern
ment and its policies. 

Ian Smith is of course fooling no
body, but the point is that if today he 
is able to pretend that he has the sup
port of the people and to threaten 
unilateral independence, this is entirely 
the result of the policies of the late 
Tory Government in Britain. Like the 
economic crisis, S Rhodesia is a part 
of Harold Wilson's messy inheritance. 
Though there never was any doubt 
about Ian Smith's intentions, the Gov
ernment of Sir Alec Home handled the 
situation in South Rhodesia with kid 
gloves, pleading the technical impro
priety of interfering in the territory's 
internal affairs. In August when the 
S Rhodesian government cracked down 
on African nationalists and banned both 
the African political parties the British 
Government did nothing except "watch 
the situation closely". Today the two 
most important African leaders, Joshua 
Nkomo and the Rev Ndabaningi Sit-
hole, are in prison and last week even 
the British Commonwealth Secretary 
was refused permission to see them. 

There can be no doubt therefore that 
if the Labour Government is to do 
something effective about S Rhodesia 
it wi l l have to make a clear break with 
the tactics of its predecessor. Harold 
Wilson, judging by his statement on 
Tuesday, is anxious to prevent S 
Rhodesia from becoming another S 
Africa. But how far wil l he go to 
achieve this? He talked of the "dis
astrous damage on friendless Rhodesia" 
as a result of political and economic 
boycott by Britain and the Common
wealth besides, of course, the African 
countries. But Ian Smith was quick to 
reply that the threat of economic dis
aster did not frighten him, pointing 
out that that "since the end of the 
Central African Federation the graph 
of economic development in Southern 
Rhodesia has gone up and up". 

There is no reason to dismiss this as 
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