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to IM F, which took away Rs 24 
crores in 1963-64 and should absorb 
double that amount in the current year. 
Another is the increasing burden of 
foreign investment and technical col
laboration: remittance of investment in
come in 1963-64 was Rs 98 crores (Rs 
81 crores net) against Rs 62 crores in 
1960-61, while payments on account 
of fees, royalties, etc, went up from 
Rs 39 crores in 1961-62 to Rs 44 
crores in 1962-63 and Rs 45, crores in 
1963-64. It is the third reason, namely, 
larger government imports which ap
pears the most important single factor 
behind the renewed anxiety. 

Private annual imports have been 
more or less constant at Rs 620-630 
crores from 1962-63 through the qu
arter ended June 1964. Government 
imports increased substantially from Rs 
465 crores in 1962-63 to Rs 610 crores 
in 1963-64 and to Rs 200 crores in 
April-June 1964. Out of the increase 
of Rs 145 crores between 1962-63 and 
1963-64, food imports, nearly all un
der PL 480, accounted for Rs 31 crores. 
while capital equipment for govern
ment projects took Rs 88 crores extra; 
the rest came under communication 
stores, mineral oils and others as 
shown in the table below. The spurt 
in imports of capital equipment is 
largely attributable to quicker dis
bursement of aid but apparently 
spread through the list of items is a 
large element of defence goods, rang
ing from, say, cash-down Argentine 
mules (£ 10,000 each) to equipment 
and materials for ordnance factories 
and fighting units. 

Food and defence imports no doubt 
explain the worried tones of recent 
New Delhi announcements. 

ONCE again the European Common 
Market has survived a crisis. 

Right on the deadline of December 15, 
France and Germany have at last 

agreed on a compromise solution of the 
problem of common prices for cereals. 
France had wanted the common prices 
to be introduced immediately, whereas 
Germany had wanted to wait t i l l the 
end of 1969. Now they have agreed on 
the compromise date of July 1, 1967 
for the introduction of these prices. 

The compromise date is significant 
for Chancellor Erhard. 1965 is an elec
tion year in West Germany. Erhard's 
party, the Christian Democrats, depends 
to a large extent on the support of the 
farmers. Without that support it is 
unlikely to be in power after the 
general election scheduled for Sept
ember. Free entry of French cereals in
to Germany is bound to affect adverse
ly the incomes of the German farmers, 
because German agriculture is among 
the most backward in Europe and 
therefore has much higher costs than 
French agriculture. Any common cereal 
prices could only mean lower prices 
than those at which many German 
farmers could afford to sell. 

The new agreement has vindicated 
the principle of international division 
of labour within the Common Market. 
That principle was bound to be vindi
cated even if common agricultural 
prices had had to wait t i l l the end of 
1969. But the compromise date means 
that the problem of French agricultur
al surpluses will not have to wait for 
a solution for very long and that the 
German consumers too wi l l relatively 
soon be able to benefit from cheaper 
food. At the same time, Erhard's elec-
tion prospects are not seriously jeo
pardised. In the long run, common 
agricultural prices are in the interest of 
all members of the Common Market, 
including Germany. 

The agreement confirms what was 
suspected all along—that General de 
Gaulle's ultimatum to Germany was 
largely a bargaining counter. A large 
demand (for immediate common cereal 
prices) was pressed so stubbornly so 
that the eventual compromise would be 
as much in her favour as possible. One 
cannot help wondering if de Gaulle's 
long-standing and stubborn hostility 
the US-sponsored multilateral nuclear 
force is a similar bargaining tactic. But 
before jumping to the conclusion 
that eventually some compromise wi l l 
emerge in this question too, it is well 
to remember that much bigger issues 
are involved here including de Gaulle's 
conception of the political role of 
France and Europe. In any case, it is 
too early to judge how the agreement 
on agriculture is going to effect the 

IN his observations on the utilisa
tion of co-operative credit (The 

Economic Weekly, October 31, 1964) 
S Vasudevan touches only the fringe 
of the problem of proper use of agri
cultural credit The use-perfection of 
various kinds of agricultural loans de
pends not only on a close link between 
the sanctioning authority and the field 
level worker, like the VLW, but to a 
greater extent on the follow up inspec
tion subsequent to loan disbursement. 
The degree of misutilisation is less in 
land improvement loans like loans for 
well irrigation, contour bunding and 
for similar visible improvements on 
the farm, and is considerably more in 
loans for fodder and bullock purchase, 
purchase of seeds, manure and agricul
tural implements. One can expect bet
ter utilisation in the former types of 
loan if the field staff keeps stricter 
standards of work inspection in the 
post disbursement stage of loan by 
making the loanee comply with the 
conditions (which can be physically 
verified) of the loan. In the latter 
types of loan the best that can be done 
is to make summary recoveries of 
loans where the loanee is a defaulter in 
proper utilisation. It is not always 
possible to ensure proper use of the 
latter types of loan since the loanees 
can thwart the purpose of loan by 
strictly complying the formal condi
tions of the loan, e g, production of 
purchase receipts, etc. The best that 
can be done here is to give the field 
staff greater powers not only at the 
sanctioning stage but also in the post-
disbursement period. 

It is true that summary recovery of 
loans does't help in any way the pro
per utilisation of loan. But to the ex
tent that it has a deterrent effect on 
the defaulting loanee, loans exchanged 
in future have greater chances of being 
put to better use by the defaulting 
loanee. Thus both administrative and 
operational measures are needed to en
sure better utilisation of agricultural 
credit. 
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French attitude towards NATO. Simi-
Iarly, though this agreement removes a 
serious stumbling block in the way of 
the Kennedy Round of talks on tariffs, 
it is clearly premature to conclude that 
France wi l l not raise some other dil l i-
culties there. 

Agreement in Brussels 




