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we to wait for Morarji Desai to 
deliver the opinion of his administra
tive reforms commission? 

Meanwhile, as we mark time and 
hope that all our problems will be 
revolved by a benevolent, under-
standing LBI. the Soviet Union has 
thought tit to renew the call for the 
Tashkent meeting, The Prime Minis
ter's mercurial responses to 'his- parti
cular initiative are: becoming the talk 
of diplomatic circles. Now, it is as 
sumed, that TTK, just back from 
Moscow, has underlined the necessity 

for a more serious dialogue with the 
Soviet leaders on the problems of 
the sub-continent. Hence, Lal Baha
dur's more constructive reaction to 
the Tashkent meeting. He is beginn
ing to realise that we hurt only our-
selves by a conditional, inhibited 
altitude to talks and discussions. We 
should he clear about our objectives— 
and talk. 

The conviction is at last forming 
that we are saddled with more pro
blems today than before the conflict 
with Pakistan, that we have to apply 
ourselves to finding solutions over 

which we have a fair degree of con
trol, that V K Krishna Menon's warn
ing about the militarisation of the 
mind must be heeded. In other 
words, the realisation spreads that 
government by slogans is no panacea. 
This thinking is likely to crystalise 
during the coming weeks. It remains 
to be seen whether it will express 
itself sharply enough to steer us to
ward a programme of self-reliance, 
let us hope that we will not be left 
at the mercy of those who imagine 
that the tenor of their speeches is 
The barometer of our independence. 

farmers do or on fertilisers as the 
Taiwanese farmers do. 

The crux of the problem is, there
fore, the high degree of auto-consum
ption in agriculture. As long as the 
preference of agriculture for its own 
goods remains so strong, an increase 
in agricultural output and incomes will 
increase the marketed surplus little. It 
follows that the solution of the pro
blem of inflation lies in increasing agri
cultural taxation, compulsory procure
ment, provision of urban goods and 
services in rural areas and setting up 
industries (fertilisers is one of them) 
which generate little demand for agri
cultural good. In any case, increasing 
agricultural output will not by itself 
solve the problem. 
New Look of Soviet Aid 

FRESH ground has been covered in 
the strengthening of economic re

lations with the Soviet Union and 
Czechoslovakia. The Finance Minister 
who recently visited these countries has 
reported to the Parliament that they 
have agreed to examine, within the 
next few months, the feasibility of ex
panding economic and technical assist
ance for the Fourth Plan. The Soviet 
Union has agreed to give, and Czechos
lovakia will consider giving, non-project 
aid on terms approximating those for 
project aid. 

This represents a significant depar
ture from Soviet policy hitherto. So 
far she had insisted that conventional 
12-year loans would be confined to 
larue public sector projects; for smaller 
public and eligible private projecrs they 
extended only deferred payment facili
ties which the Indian Government un
derstandably restricted as far as 
possible within c e r t a i n well 
defined c a t e g o r i e s. Al l non-
project items, the Soviet bloc insisted. 

Getting the Farmer to Spend! 
A NY index of political activity, 

whether it be based on the num
ber demonstrations organised, commit
tees appointed, minutes written or of
ficial hours wasted, would correlate 
well with the trend of urban food pri
ces in this country; in this sense food 
prices are the most important political 
barometer, the strongest galvanising 
force in the arena of politics. Behind 
every leap in food prices is a story of 
privation which, untold and unwritten 
though it remains, leaves a mark on 
those who hold power and assume 
responsibility. 

And yet, those in power go on col
lecting these blots of shame as if they 
were rare stamps. In the last decade 
we had a serious inflation roughly 
every live years; now it promises to 
visit us every other year. What has 
brought us to this state of affairs? 
What has been done and what left 
undone? 

A part of the story is familiar to 
us - the story of abdication of res
ponsibility by sharing it. By introduc
ing food zones the government assum
ed responsibility for feeding the deficit 
areas; by making the zones co-termi
nus with States it shared out the res
ponsibility between the States; by 
leaving procurement to their sweet 
will it abdicated responsibility. For 
the consequences of irresponsibility 
we have to wait only til l summer. 

But this is not the whole story; 
there is the question of production. The 
UN Economic Survey of Asia and the 
far Fast for 1961 is of the view that 
"Fundamentally the Indian food pro
blem during the last decade was caused 
by the low level of production, which 
was below the demand and which tend
ed to increase only just as far as the 
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rate of increase of demand, and by the 
large fluctuations in production which 
could not be offset by imports or by 
release of government stocks". Distri
bution, one might say, becomes a pro
blem only if production is inadequate. 

But what level of output would be 
adequate? The present level plus two 
million tons, five million tons, ten mil
lion tons? Who wants this additional 
produce? If it is the towns, the addi
tional requirements can only be margi
nal. For the Survey estimates an in
crease of 2.5 million tons in the urban 
demand for food between 1951 and 
1961 — a period in which production 
increased from 55 to 80 million tods 
A tenth of the increase in output 
would have sufficed the towns, appa
rently. 

Where did the additional output of 
food go? Partly to feed the additional 
population, which increased by over a 
quarter: partly to satisfy the demand 
of people who became better off. The 
Survey gives twice as much weight to 
the influence of population growth as to 
that of income rises; the effect was 
probably more equal in view of the 
low income elasticities the Survey as
sumes. 

What do the agriculturists do with 
their additional incomes? The informa
tion the Survey gives is amazing. A 
rupee spent on agricultural goods gene
rates only 12 paise of further demand, 
nine of which go to agricultural goods, 
one to food industry and one to min
ing and manufacturing. This is so 
amazing as to be incredible: if it were 
true, about the only use agriculturists 
made of additional incomes was to 
gorge themselves. Nevertheless, there is 
some truth in the picture: in par
ticular, Indian farmers do not spend on 
services as Australian and Philippino 
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should be looked after under bilateral 
trade agreements. The relaxation new 
envisaged would cover the maintenance 
requirements of Soviet-aided as well as 
other projects. A lime limit has been 
set for completing the negotioations fur 
additional project credit; the examina
tion of technical feasibility and the 
availability of resources 'within the So
viet Union for determining the extent 
and direction of fresh aid would be 
completed by March next year. The 
amount and pattern of non-prnjcer as
sistance wil l be sellled along with the 
new live-year trade agreement, negu-
liations for which will .commence early 
next- month. 
—In both Moscow and Prague the 
Finance Minister seems to have asked 
for financing of the entire foreign ex
change component of assisted projects, 
especially Bokaru. Even before the po
sition became critical, there was consi
derable difficulty in finding free foreign 
exchange to make up the deficiency in 
Soviet bloc credits. Completion of 
projects on schedule was held up in 
some cases and, of, late, the taking up 
of new projects was ruled nut ti l l the 
entire foreign exchange cost of the pro
ject and of the ancillaries, which were 
to meet the portion kept aside for du-
meslic procurement, was assured. This 
is what is in tended in the request fur 
additional facilities for Bokaro. the 
Korba aluminium plant and for the 
coking coal projects. Additional pro
jects proposed to the Soviet Union are 
special steels and alloys, electronics, 
electrical stampings, mechanised farms, 
land reclamation and socialised post-
graduate education and to Czechosln-
vakia plants for railway wheels and 
axles, cranes and structurals and ma
chine tool accessories. 

In over-all terms, the range though 
certainly not the magnitude of aid from 
the Soviet bloc is beginning to equal 
that from Western sources without 1ns-
ing its special emphasis on heavy indus
try, Aid for maintenance imports im
plies, moreover, that repayments on the 
earlier Soviet credits have been indirec
tly postponed. 

States in the Red 
IN formulating its credit policy for 

the busy season the Reserve Dank 
has reiterated that "the major objective 
of credit regulation must remain the 
maintenance of reasonable balance be
tween aggregate money flows and the 
availability of real goods and services", 
This is its rationale for lightening the 
terms of refinancing of bank advances 
other than for defence, food and ex
ports. There is, however, reason to sus

pect that the Reserve Bank has nut 
extended this rationale to its dealings 
with governments, particularly the Stale 
governments who have been gelling 
themselves up to their ears in debt 
to it. 

As on Friday, November 19, the Re
serve Bank's advances to the Slates 
stand at Rs 127.16 crores compared 
with Rs 39.56 crores on November 20 
last year — or over three limes as, 
high! The Slate governments' borrow
ings have been .steadily going up since 
March, in complete disregard of the 
Union Finance Minister's repealed in
junctions to them to play their part in 
maintaining fiscal and monetary disci-
pline. That something like this would 
be inevirable was foreshadowed in the 
States' budgets for 1965-66. It will be 
recalled that except fur Rajastan 
and Madhya Pradesh, none of the 
States proposed new taxation though 
practically every one of them had 
yawning deficits which totalled Rs 76.6 
crores compared to Rs 39.7 crores in 
1964-65 [revised estimates) and Rs 5.1 
crores in 1953-6-4 (actuals). 

A part of the increase in Reserve 
Bank loans to the States is likely to 
have been fur fond procurement and 

- distribution, but how large a part one 
does not know. Similarly, how much 
of the borrowings are to be attributed 
to the demands, unforeseen at the time 
of the formulation of the State budgets, 
arising out of the war with Pakistan, 
is also not known. Nevertheless, One 
can be quite sure that not all, or even 
the bulk, of the State's borrowings 
from the Reserve Bank can he attri
buted to their activities in the priority 
sectors of defence and fond. And what 
cannot be so attributed needs to be 
looked into critically in the context of 
the Reserve Bank's own ground rules 
about maintaining balance between 
money flows and real goods and ser
vices. 

Not long ago the Centre had taken 
over a part of the overdrafts of some 
of the States in the hope that this 
would encourage them to mend their 
profligate ways, starling from a clean 
slate. Also, in the last few months the 
Union Finance Minister and the De
puty Chairman of the Planning Com
mission have gone round the Slates to 
impress on them the need to raise re
sources through fresh taxation and In 
exercise strict control over their ex
penditure. These efforts have clearly 
been in vain. Isn't it lime that some 
sort of policy — a parallel credit po-
licy - - is formulated In regulate Stale 
governments' borrowings from the Re

serve Bank? None obviously exists at 
present. 

Without PL 480 Cotton 
THE cotton textile industry is deep-
ly concerned over T T Krishria-

machari's statement at last week's 
meeting of the Parliament's Informal 
Consultative Committee attached to 
his Ministry that the Government 
wanted in stop altogether import of 
cotton under PL 480. The industry's 
anxiety is not surprising. The prospect 
of having to do without US cutton 
when there is going to Be a serious 
shortfall in domestic supply due to the 
failure of the 1965-66 crop is indeed 
disturbing. Cotton imparts under PL 
480 have been very substantial in re
cent years. Out of the total volume of 
imparts under PL 480 since September 
1956 valued at Rs 1,444.2 crores, col-
ton has accounted for Rs 131.2 crores. 

Imports of foreign cotton during the 
past six years — 1959-60 to 1964-65 
totalled 511-67 lakh bales, of which 21.87 
lakh hales were accounted fur by US 
cotton received under PL 480. Out of 
the 8.18 lakh bales of foreign cut Inn 
imported in 1964-65. PL 480 cotton 
accounted for 1.59 lakh hales and an
other 1.02 lakh bales were received 
from the US under barter agreements. 

The 1965-66 cotton crop is expected 
to yield no more than 52 lakh bales, 
of which only 48/49 lakh bales will be 
available to the catton mill industry, 
the rest being used for export and non-
factory consumption. This will be for 
short of the normal requirements of 
the industry which consumed 56.12 
lakh bales of indigenous cotton and 
7.60 lakh bales of foreign cotton in the 
last season. Because of the light for
eign exchange position there is no hape 
of making good the shortfall in domes-
tic production through larger non-PL 
480 imports of foreign cotton; it is ex
tremely doubtful whether these imports 
will be even maintained at the previous 
seasun's level. The gap between the in
dustry's normal requirement and total 
availahility of cotton will widen if im
ports of US cotton under PI. 480 are 
stopped. 

The PL 480 agreements stipulate the 
maintenance of normal imports of the 
commndily concerned from outside 
sources. It is possible that the Govern
ment is being obliged to stop or seve
rely restrict import of cotton from the 
US as it is finding it difficult In main
tain normal imports from other sources 
because of the foreign exchage situa
tion. Dr it might be that unable to 
persuade the US Government M pro
vide sufficient aid under PL 480, New 
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