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INDIA REVISITED

India aftr an interval Of foul‘
o SPe';ii'll;?::;f;:;‘i::i:ij:’?::;j: ;oi:::rr:g :'mpre.o‘!{mls of Indffi’s economic
¥
problems at the conclusion of two five-year pf:{nf ar;;f;:;i ;:;:L ::J:;:i,::ed
bigger plan. He returned encouraged by h.zd:a s gaud i ;,u, M
about many shortcontings in Indian economc poj; gty ,w kg
of despair about Indid’s ability to work out hm; e B :t PR,
help : © The best bet for the West among pe aeveloping 3 ys.

The Men for the Plan &

Crores (£4:650 mmion) toa* P!lyfﬂ'cﬂl 2 8,000 Crorcs f}:G,OOD
'million).*

“ Balance,” “flexibils¥,  long-term objectives “"—these
words are spattered saitough the third plan just as they were
in Britain’s early €conomic surveys when India was gaining
independence India’s declared aim in economic policy is a
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years.

_aeen than of a commoner and
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orE is expected of 35, journalist has to find in order
the stamina that a

me considerately arranged by the
to fulfil a progre, Gecks is nothing to what will be

Indian authfortilties “‘:flihc Queen moves round the Indian
expected of her. 4 o1ooc"no constitutional part, she will

iy gl;r;i‘:hwith adoration by four hundred million ;" .mcf'a]jsr pattern of_socjety ” with-the political values that go
:;:oglr:i:;ose ﬁgc carnings are a rupee a day and who think with it. Ind'Ja s attitudes about the owncrship aud running

of industry, its soak-the-rich nscal pulicics

—_ themselves I' § to get a pound of rice in their bellics ip 1alse prices amer wrong rates of interees ;¢

: » its persistence in
. s 1r
The poorest are too deprived even fo- g

e : In the belief that the
Square mes ; . and pagean- id welfare and do no harm to_planning;- y
but th ; l feel no e S fﬁg}ovement. On abour Governments—and Tory ones, for the acts of
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one convicts Indian ministers for mistakes about coal™\. If
have indeed seriously prejudiced the outturn of the second -
plan) one must logically convict British Ministers of Power
(particularly Tory ones) for interference of a different kind.
So it is with accusations of delay, indecision, and projects left
three parts completed ; all this is as obvious in India as it is
in our road programme.

Every experienced Indian knows these weaknesses. All
through history, the Indian people have looked to government,
and never more than today, when government has assumed
enormous economic and political tasks on the people’s behalf.
If there is one resource scarcer even than India’s foreign
exchange, it is good administrative and managerial talent. It
1s not a permanent, irremediable lack. It is said thar the
youngest recruits into the civil service will match the
pro-consuls of the ICS ; large-scale industry in the private
sector is still helped out by European management, but theie
15 much less than there was and the quality of rising Indian
talent in industry, large and small scale, is often impressive.
The weakness that comes as a shock—for it affects the outturn
of s0 much of the monumental investment carried out under

ty to, i Iaizgkemng dream of coo;x:mbt; politically. inde-
Th~day India celebrated Repub Bibciul)iofacoonams
p~dent for 13 years and hor~ (too hope e

idependence ten years f~@ NOW. The Queen’s visit at
juncture in India’> <conomic ambitions Slgﬂ‘allSES the moral
and material ~ommitment of Britain to help, in all reasonable
ways, towards the world’s biggest essay in human improve-
- ment. The most difficult task for the observer long
' acquainted with India is to sort the good against the bad. It
takes, perhaps, a froward short-term visitor to reach, despite
all the things that depress him, a conclusion that shares a good

deal of the Indians’ own optimism.
* Nothing less than the third plan will do,” one is told. It
- is only too true, for even if every target was fulfilled and every
~ project emerged finished at the due date, what would result ?
. An improvement of something over 4 per cent per annum in
j total consumption. But India’s population is growing by
* 2 per cent a year and all that the average Indian consumer
. can expect in 1966 is to feel a bit less hungry, and to have a
bit more clothing than now.

Not, indeed, that the third plan is settled or its arithmetic
- wholly consistent. The National Development Council has
; lately been hammering out the differences between the States

(who want more) and the Centre. The solution is pure
sophistry: keep the financial figuring as it is in the plan (total
mvestment expenditures of about £7,650 million), but give
l the public sector a bigger “physical target” to fill if the
¢ resources can be found. The upshot of this exercise would
. be to increase public investment from a “financial ® 6,200
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the second plan—is the limited effectiveness of some civil
servants and railway officials of great experience when they
af€ translated into new managerial jobs in steel plants, mincs,
or fertiliser plants. There are no other sources, yet, of trained

industrial management for these top assignments.

]' One crore=10 million rupees = £750,000 =%2.1 mllion.
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sut loss of dignity cither 10 the ]ugosl;:.r
rovernment or Lo himself. His release,
hich is conditional, has come about
hrough the normal Jugoslav delthl pro- |
-edures and after he had complied with the
ccustomed  formalities. Mr. D;Lias_ has
eclared that he got his freedom wu_houc:
igning any recantation ; and it is believe

n Belgrade that the government intends to
refrain from putting irksome restrictions on
him. He has, it seems, a fair r.':hance_o[
living a normal life again, of taking a job
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and even of getting his (non-political) books
published. %Iu doubt he will have to watch
his step. He has said since his release that
his views have evolved, although remaining
in essence unchanged. Possibly the evolu-

NOTES OF THE WEEK

tion is towards a less completely pessimistic
view than that expressed in “The New

Class . of the possibility of reforming

commumnism.

Whether Mr Djilas's ™lease heralds more
liberal policies generaly in  Jugoslavia
remains to be seen. (The permission just
given to Professor Dedijer & stay in Eng-
land a further year is another WJcome sign.)
What is.certain is that by giviny Mr Dijilas
his freedom Marshal Tito has rmoved a
major obstacle to closer !'c,latlgns with
western socialists. Jugoslavia's link with
the British and other socialist partieShaye
been badly frayed by the Diilas affair ;. jg
much to be hoped that they can now .
renewed and strengthened.

SHORTER NOTE
A Swiss objection to membership of a
European customs union is that the common
tariff would raise the cost of imported raw
materials. In a new study—* L’Appro-
visionnement de la Suisse en Matxcreﬁ
Premiéres et I'Organisation de I'Europe
M. Charles Iffland concludes that the in-
crease would in fact be minute. The tariff
burden on imported raw materials would
rise from 2.12 per cent under the existing
national tariff 10 2.16 per cent if Switzerland
were in the common market. The study is
published by the Centre de Recherches
Européennes Lausanne, a rallying-point of
those in Switzerland who support the
European common market.
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CORRESPONDENT
IN GLASGOW

cotrisH  local authorities’ rents are
S generally lower, and ratcs cun'!nbu-
tions (v NOUSINE revenue accounts higher,
than in England-aed wares., in Dunbar-

5 - 1T wrlalele
: Ly of 165w PEOP
tonshire, 8 cOUntY ¥ 1, coow north and

sweeps_away froc Lomond, the council
west 10 De¥Eeapest house rents in Britain
chifiaverage of 2s. Tod. a week and subsi-
dises them by a special housing rate equi-
valent to 7s. 4d. in the £.

Dunbartonshire rents today are actually
lower than they were 20 vears ago, despite
repeated attempts by Moderate and Inde-
pendent councillors over the past decade
to get them raised, The public inquiry
in Dumbarton, which ended last week,
was ordered by the Secretary of Srate for
Scotland, on the formal complaint of seven
of these Conservative-minded councillors
that no bona fide review of rents had been
undertaken by the council, as required
by the Housing (Scotand) Act of 1950.
The inquiry concerned only the rents in
the landward areas of the county, where
over 50,000 people live. The larger burghs
like Clydebank and Dumbarton itself are
responsible for their own council housing.

When the Secretary of State has
received the inguiry’s report (probably
within two months) he can compel the
council to review its rents levels, should
he decide that it has failed to observe its
statutory obligation to re-examine its rents
structure from time to time. There is
little doubt that he will do so, The
Secretary of State acted in this way in
1958 after a similar inquiry into Glasgow's
municipal rents. Glasgow’s rents then

: : stood at an average of 55. 2d. a week—

"
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Bliagt double Dunbartonshire’s—but six
monthe after U Secretary of State’s inter-

vention the wWOISt: ~omylies were ironed
out by the g‘"pmatm" snd the average

wnoa te me 04,

Dunbarton = county council
Labour—controlled; but Labour mem&<*
predominate in the landward areas and,
by use of an active whip, command the
committees responsible for housing. Last
May the Labour group, in committee,
again voted to peg the rents, and this set
off the Conservative protest to the Secre-
tary of State.

The Labour witnesses at the inguiry
said housing was a social service, that they
never considered the incomes of families
applying for council houses, and that the
25, 10d. rent was purely nominal because
housing charges should properly fall on
the ratepayers. The rents levied, they
i:elz, should be related to an average local
income among council tenants of L9 a
week, and that, in any case, rents ought 1o
be frozen until the effects of the Valuation
and Rating (Scotland) Act, 1956, were
known later this year. It was claimed by
Labour spokesmen that they were pre-
parcd to maintain their present position
until the Government altered its policy
and lowered the rate of 53 per cent interest
charng on housing loans,

This stand was not, in fact, fully main-
tained at the inquiry. Counsel for the
seven complaining councillors even won
an admission from Mr D. H. Taggart, a
local Labour policy-maker, that it would
be reasonable if the average rent rose to
fomcth:pg like 10s. a week, Even s0, the
Impression was leflt that some, if not all,

— ——

La"ur members seemed to envisage the
daY v.n council tenants would pay no
rent Aty _ :

Evtlldel“ was led for the complainers
A0l T"' 4t rents of about 2s. 1o0d.
A.pes hw * charged for modern, all-
electric 0'?;&:} villages where the same
: 13 pf' b ipd. weekly for Jock-up
Ltnlialioy . % the council. There
was talk of televisi f ; 4

k borne by manylire ees of 10s.
il &dward OoCCupiers,
and of 2s. rod. rents_ . g
tenants who live within é‘_‘ :

¢’s throw of
Dumbarton burgh, whcrE‘h :

: 5 average
council rent is over 9s. ‘
The inquiry was also told a. -~
bartonshire houses built in 1956 & ,.Dun
which carry an annual repayment ._j =
of £138 125. The Exchequer subsid,
* ~ houses meets £24 of the repayme,
charg. ™ d rents contribute anothe

£11 105, =, d
» ratepayers have to provide
the balance of E,a._.,lf ¥ ¥

N 1945 the Dunbartonshire- tousing
revenue account showed a surplus w ~
£13,000; by 1950 this had become a deficit =y
of £20,000. The annual deficit now runs
at over £300,000 and the cumulative deficit
has grown in the past 10 years to just short
of £2 million. The current housing
account shows that rents contribute less
than 10 per cent of housing income
(£50,000 a vear), compared with a rates
subsidy of almost 59 per cent (£319,000).
The complainers pointed out that
even should Government interest rates be
reduced to the 3 per cent that Labour
wanted, it would still mean a five-fold
increase for Dunbartonshire tenants if an
economic rents policy were to be intro-

duced.

No such policy as economic rents will,
of course, be produced by any intervention
by the Secretary of Smte. But if
Glasgow’s experience is any guide, Dun-
bartonshire’s tenants will have to’stum[}
up half a crown or so more each week to

live in the style to which they have
become accustomed.
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ound anywhere, but there is no doubt who
]i; the mf;rr. With Mr Nehru's support,
who is 10 get in the way? Dr Bhabha has
latrcly been in argument with the Inter-
national Atomic Energy Agency about
plutonium. He wants a lot of plutonium in
# hurry to get his thorium breeder reactor
going.  One source on which he is count-
ing is a 30-MW atomic power station which
has been entered in the’ power plan for
1661-66. b '
‘Taking on Dr Bhabha in economic argu-
ment about this at the ¢nd of a dpine day
is not exactly relaxing: his agility is impres-
sive, yet his arguments do not finally con-
| vince. India must be the only place in the
! world where calculations about atomic

per cent interest ; Dr Bhabha says it

kes little difference to the cost per unit
(say 3.75 naye paisa or about 0.7d.) whether
ene takes 41 per cent or 6 per cent The
World Bank mission thought that a higher
rate of interest would show awomic en-rgy
to great disadvantage in cost. Bombay's
power shortage and its 7oo-mile distance
from coal provide powerful arguments for
Dr Bhabha. But one suspects that more
efficient thermal stadon practice and the
transmission of more load by a supergrid
network might be equally worthwhile
objectives.

l:;wcr could be advanced on the basis of
4

But the present question is: Who will |

provide the station? Forty countries have

-
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asked for tenders, many of l.hc;n obwousl_y
for nothing more than information. (Russia
is not in the competition for this station, but
seems to have made offers for two stauons
of 100 MW each, one based on natural
uranium and the other said to be of very
advanced type.) There may be some qclmi-
petition among the would-be suppliers ql[
atomic plant to get this contract—i
they can persuade their h_::mc government
to find the finance. The bill for the foreign
exchange part of the deal could be put ten=
watively at £20 million; this would
impress many people in Britain as being @
big price for equipping India with a project
of which the cconomics are far from made
our.

The Ayes Have It

i UCH preceding comment has been critical, partly because
M this is in the nature of the journalistic beast, and
partly because India has done and is still doing some palpably
wrong things in its cconomic development. The big difference
Ibetween now and four years ago is a readiness to admit
{mistakes and to correct them—not invariably, for pride still
gets in the way of recasting views and plans. The visible
improvement in dress, food, transport, and housing is obvious,
There is building everywhere, with its poor relation of bamboo
villages that spring up overnight wherever jobs are to be had.
Even the squalor of Calcutta (its social and economic problems
will sooner or later have to be tackled by the Centre, not left
1o an ineffectual city administration) seems a touch less hideous
—just a few less beggars and stray animals, though no
fewer people. The waste and misdirection of some part of
India’s economic effort is not to be gainsaid ; what remains
impressive is the immense progress in industrial output and
method and the stimulus that this is bringing to ordinary
people—small industrialists and labourers—to work harder,
improve their skill, earn a better living and build a sound
future for themselves and their country,

Mr Nehru sitting at his boomerang-shaped desk and
smoking an occasional half-cigarette has been heard to wish
that the Indian people were more industrious. With food and
opportunity, there is nothing wrong with their energy, and
their ability to pick up mechanical skill would surely frighten
the average British trade unionist, There seems to be little
wrong with Mr Nehru either ; he is noticeably more relaxed
than he was two or three years ago when he seemed anxious
to get away from it all. The inevitable discussion goes on
about the succession, though it is not urgent. Mr Nehru is
a mere 72, which is no great age in Indian politics ; Dr B, C
Roy, the Chief Minister of West Bengal, has recently taken
on the Prime Minister in public argument about the
emotionally charged four square miles of Berubari which are
o be transferred to Pakistan—and he js ten years older
Mr Nehru scems to have fupnd a new approachability, almos;
mdd’;”'- But the old asperity can still flash out: “ Parliament
e be most wearisame when others do too much of the
talking.” One takes his point after 2 morning in the Lok Sabha

R

devoted to questions about legislation for travel agents and
a special type of light in railway trains.

support aid for India or to undertake direct investment there.

‘ Not even Mr Nehru is crucial to the decision whether 1o

|
o

o
|

The long list of projects in which British firms have partici-
'pated is bound to include some poor investments, but there
will be many profitable ones. Opportunities for direct invest-
ment have been widened because every private project calling
for foreign exchange has to find a suitable provider of the
necessary funds before it can get a licence. Tax incentives for
new investment are impressive and the foreign technician can
avoid personal taxation for three years. Fears that India might
suspend the transfer of dividends or repatriation of capital
have proved groundless; India would not be likely to
jeopardise her credit with the foreign private investor by any
uch act. This is a shorthand way of describing the prospects
nd the incentives that India holds out for private investment.
Frustrations and bureaucratc delays throw a good deal of
weight on the other side, but there is little doubt where the
alance lies.
' India will not find economic independence in' the next
ecade, This impossible hope has inspired much argument
that the third plan should make extensive demands on outside

help so that India can throw off the role of suppliant as soon

as possible—to get the job done with quickly and not prolong
it.  This has inevitably made some nervous people in the
West suspicious ; they have been looking at the plan figures
(0 measure by how much the foreign exchange requirement
has been blown up. A cooler view of what the plan assumes
for foreign aid shows that it is reasonably related to the toral
investment programme and to the increase in output that is
expected from it.” It is, indeed, an immense sum for a handful
of friends to be expected to find on the security of little more
than an act of faith. It is in no sense a banker’s proposition,
yet three wise bankers have endorsed its general merits. ~Aid
on something like this scale will be a good investment if India
uses it as reasonably well as she has used earlier assistance.
Economics and politics join hands in this endorsement. It
needs only one footnote: the aid that India could best use

_' v_.vill be as free and as little tied as the West's old-fashioned
ideas can allow: This is not money that is going to be repaid

at good interest in a matier of years; it will be an investment
on which the return will be none the less important because

{
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iit is indirect,
'
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from the technical problems of making
} new plants give their best performance.
This would scem enough to get on with.
But the intention is to double Bhilai o 2}
million ingot tons capacity by 1966, mcrcasg
Rourkela to 1.8 million and Durgapur o I.
million. The Bhilai cxpansion has been
agrezd with the Russians. At Rourkela it
is hoped to preserve the German connec-

ton and

nsortium ISCON has put in its proposals
?\;hich contemplate the British G{J‘il'ﬂ'l:lmfﬂt
providing Somé pasi of tbe steriing require-
ment as a loan) but it recognises that
Hindustan Steel is free to go elsewhere if
it wishes, Indeed, the chances are that India

a5 already moved beyond the phase where
a “ package deal ™ setting up an entire plant
{and its ancillaries is necessary. In al‘] these
|extensions there may be a bigger “do it
yourself * element, with India providing the
civil engineering, structural steel and Jocal
construction work, and even much of the
¢lectricals.

Tucked at the botom of the list is a
fourth public plant at Bokaro, of a million
ton capacity, which would make 7 million
tons for the public sector. One cannot take
this ambition_at all seriously. To procecd
wilh major extensions of cnpacim, even
before the tasks of running in the new
plants, providing them with sufficient coke
and transport, and training the management

{in all grades are properly started, will be
wotk epough for Indian and foreign
resources in the next five years. The first
job is to make the best of the present ex-
pensive but highly promising new capacity,
before building new plants,

Oil and My Malaviya

TIIE major oil companics look hard round
the world for friends these days. Mr
} Malaviya, India’s Minister for Oil, is con-
spiguously not one of them. He talks
u';;:ul)r of his determination * not to repeat
the tragedy of the Bombay agreement”
which gives Burmah-Shell and Stanvac 25-
year franchises from 1955 and Caltex from
1957. These three refineries account for the
{bulk of India’s refining capacity of 6

) 1on tons of crude a year, Crude oil and
troleum products cost over 100 crores a

to bring in LD help, but the finance |
has to be fixed. At Durgapur, the British |

‘car, the biggest item in India’s payments,
}:s indigenous production of crude in Assam
is less than half a million tons:a year at
present. The third plan is a little coy about

the expansion of the industry up to 1966. |

It mentions a demand of * not less than 10
million tons ” of petroleum products com-
pared with 6} million in 1959, but steers
clear of present arguments on oil policy.
Figures of 12 and 14 million tons by 1966
are also heard. The chaice is wide.

Argument is in the capable hands of Mr
Malaviya, If he makes no secret of his dis-
ike of Burman-Sheii and the rest, they do
not hide a considerable respect for him.
“Anything we say is bound to play into his
hand.” complained one oil spokesman, in

mood of despair that could be broken, it
cemed, only when the inevitable course of

litics elevated Mr Malaviya or swallowed
“him up. This formidable terrier has two
big wins to his credit in his fight against
the majors. First, he levered Shells price
down (with timely propagandist help from
‘the Russians) so that crude is now laid down
at the coastal refineries at more realistic
Persian Gulf prices 5 Shell, it is said, was
just about to do this, bur it missed the
chance and gets no credit for good inten-
tions, The second achievement is the dis-
covery by the Oil and Namural Gas Commis-
sion of two oilfields in Gujerat. Precise
information about these fields is hard to
come by, Mr Malaviya sticks to generali-
ties: “By 1964 we may produce 75 per
cent of our total needds "—which would pre-
suppose 3 or 4 million tons from Assam
and 3 million tons from the Gujerat fields.
One of the Gujerat finds is of crude of
disagrecably heavy gravity ; the other only
50 miles away gives a light gasoline crude,
There are said to be 20 million tons of
visible reserves and 55 million tons of
potentipl reserves in these Cambay dis-
coveries, but these are hopes, not fully
(proved. The Russians are building a
 refinery at Barauni and the Roumanians one
at Gauhat to handle the Assam crude and
a Russian offer is being considered for a
refinery near Cambay on the west coast to
thandle Gujerat crude,

“Recent events,” the Minister said a year
ago “ have exploded the old myth that the
country has no oil potentialities.” The
loaded word is *“ myth,” for another element
in his charges against the oil companies
Squmah and Shell in particular) is that they
deliberately underrated the chances of find-
ing oil in India. The fact that prospecting

flis costly and that crude oil can be had very
| cheaply around the Persian Gulf makes no
pimpression on Mr, Malaviya. He makes
}-h ht of the risks and costs of exploration,
The national marketing organisation that he
is selting up is “hound to be efficient "
because it will pay nothing like the high
salarics that the top brass in the il com-
panies get. They ¢an come in as lease-
holders, apparently for a maximum rerm of
SIx years, in exploration and production—
but they are not to be allowed into the refi-
ning and marketing of Indian oil. A contract
from the Russians to supply 14 milfion rons
of products over thenext four years adds to
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Mr Malaviya's position of strength. He cares
little for the fact thar the Burmah-Shell
refinery at Bombay could be doubled in
capacity from 3 to 6 million tons at low cos,
although this would not offend the canon of
the: Industrial Policy Resolution.

A dozen offers from different oil com-
panies for prospecting rights have been
awaiting decision for the best part of a year.
They have to deal with an able ideclogue
who knows all about the comperinve state
of the world oil market. India may be lucky
to have so able a man in charge of oil ; 1t

 would be luckier still if he couid bring him-

self to make fuller use of the resources that
foreign capital could provide towards meet-
ing the great increase in India’s oil con-
sumption in the next five years,

Room for the Atom?

T Trombay, across the bay from Bom-

bay, lies the 3,000-acre, site of the
Atomic Energy Establishment with three
rescarch reactors, the biggest being the joint
Indo-Canadian project under the Colombo
Plan. This 40-megawatt reactor, under its
hemispherical dome, is the most im-
pressive single unit. It was officially
opened by Mr Nehru a couple of weeks
ago—and not solely in his officc as
Prime Minister, for he also holds

~ the portfolio of Atomic Encrgy, the only

ministry situated outside New Delhi. The

amount of work contributed to this proj
by the Indians themselves is r{zu:l.arkl;t:-ljee—l(—:E
not least their ability to make fuel elements,
They are proceeding with work on
irradiated thorium out of which, it is hoped
4 breeder reactor based on thorium will one
day cmﬁrge. The technical problems to be
£n here are ¢normous; some atomic men
doubt whether they can be, but not in India,
With all this go the ical trimmings
—Isotope  production, formidable experi-
ments in the la ies with robot arms,
and the clicking counters. Ar the head
m.?hthc cstabh_shmcnt 18 Dr Bhabha, FRS,
whose collection of abstract paintings and
an Epstein bust of Einstein provide a back-
ground of relative calm for a restless mind,
His aides are as good a collection of young
scientists, one would guess, as could be
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Which side of the

On which side of the wide and obvious gap in the

choice of Sunday newspapers do you find yourself?
Are you making do with fare too solid and under-
flavoured for your liking—or are you putting up
with a diet of triviality and sensationalism ?
You need put up with and make do no longer—
The Sunday Telegraph is planned and produced

BREAKFAST HERE )-}— DINNER THERE

to fill the gap.
Thes=e ﬁpl(,‘.‘!! in stone, B_\‘!'Illilﬁlia of The big jets My you there in 4 ] :
man's driving quest for spiritual Just 12 houre. A streamlined The Sunday Telegraph is written with the same
truths, are living monuments to a nebhwork I.‘lj. r.D-l'f, rail and air |
deeply reflective way of life, creating 1::--.-;.;'“:}--:;!;}»:::7 :”rd i’l;:'!ﬂl'l'; | balanced reasonableness that has won so many
s holels walli thed Lt d] T

an image profound and permanent : A 11i . 5 - 1
R 111‘;5“_,-1‘&“11}5\0“&““ of personal atension, bring | million readers over to The Daily Telegraph.

India’s ten thowsand dmages
Tmages.

within easy reach. | The Sunday Telegraph informs you about the

= . world with vigour but without frenzy, and enter-

tains you with liveliness as well as with a decent

_ | restraint. You will like The Sunday Telegraph—
‘ l it has originality, wit and common sense.

ten thousand images | g, 5 un 0 an @flf grap Nl
Details from all TOP Travel Agsnts ore= | :
GOVERNMENT OF INDIA TOURIST OFFICE: 0, Cockspur St, Londen, S.W.1 FILL S TH E GAP Only 5d.
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From the family album of a world-famous airline...

30 years ago, a very important Puss Moth flew from Karachi to Bombay. -
Now, Air-India flies to Sydney, Tokyo, London, Paris, Rome, Geneva, Beirut, Cairo,
Moscow, New York...operates big, beautiful Rolls-Royce powered Boeing 707's
and is one of the world's leading airlines, famous for its hospitality and efficiency,

with more and more services coming soon, and still greater expansion...

R-INDIA

In association with BOAC and QANTAS

= - ! ! o et | l m" R s .
Puss Moth. Fioneeringalr service | Miles Merlin. Wantin for Leopard | Waco. Extended main route to | De Havilland Rapide. First twin- I 1946—air hostesses, to begin to
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N one sense, there is too much public
inspection of India's basic industrics—by
politicians, for instance, who do mot under-
stand what the t of a sreel
plantare. But there is a continuing need for
sympathetic, expert second opinion on
policies in the public sector. One go
example of this is the work of the mission
from the World Bank last year ; some of its
criticisms cannot have been easy to stomach
but many of them have evidently made their
mark. Ambivalence is an Indian charac-
teristic and it finds one expression in
| readiness 10 trim on policy in running the
public industries with unreadiness to admit
publicly the slightest change in awtitudes
about them.

And yet, when go wrong, how
quickly they are sometumes righted. Five
years ago, for example, the Hindustan
Machine Tools works at Bangalore was in
poor shape 3 now it has a diversified output
{the result of wide international collabora-
tion) and is busy doubling its capacitF from
its internal resources, which it proudly calls
* 2 gift to the nation.” Tt says that it meefs,
or betters, the landed cost of imported
machine tools of the kinds that it produces
(though some of its industrial customers
seem to dispute this) 3 but it is not price
inflation that has turned the plant in five
years into an efficient operation and it is
not xenophobia that has enabled it o dis-

, pense with all foreign technicians,

India’s present need is to keep the under-
use and the misuse of her enormous new
industrial investment to the minimum. If
policy about coal is wrong, it is bound to
reflect on the performance in steel. If mis-
takes are made in steel (and there has been
at least one serious one’ starting up at
Rourkela) or if management is not decisive
fand it is not) so much the worse for
hundreds of industrial customers eager for
its ourpur. If insufficient provision is made
for power (which seems 1o be the case) the
third and fourth plan will have to stagger
along under continual cuts, This is a par-
ticular threat in the new industrial complex
in. the Damodar Valley Corporation’s area,
which includes three of the major steel
| plants . (and would include the projected
| fourth public plant)$ in four \'cars:. the
| demand on the DVC’s system has trebled

and the projected gap between demand and
capacity h\_'e years hence will be higgcr than
its output in 1956, The Central Water and
Power Commission itself has been at odds
with the Planning Commission, which has
decided for a mere doubling of installed

capacity from 5.8 million kKW to 11.8 mil-

lion. A re-examination of India’s power
needs, not for the next plan only, but for
the next generation, is urgently needed and
the Centre will have to assume from the
States an increasing part in it.

Right Wheel in Coal

AsT November the Mimster of Steel,
Mines and Fuel explained in the
Lok Sabha why the government had
allowed privately owned collieries a bigger
target in the third plan period. He
was obviously on the defensive, as if the
public sector collieries could have done all
that was needed. Their poor performance
is something that does not emerge too
clearly from the plan ; what has long been
sclear 1s that the only hope of increasing coal
output to 97 million tons by 1966 rests with
private sector mines, which are supposed to
produce two-thirds of it. How it was ever
possible to reconcile India’s serious shortage
of fuel and metallurgical coke with cur
n the private coal industry in the second
lan that restricted its development and im-
sed unsarisfactory prices on it, can only
answered in ideological terms. The
*Minister, however, seems to have persuaded
rliament that the revised policy was fully
n accord with the Industrial Policy Resolu-
ion under which the former policy was
posed ; the logic can pass if the coal
mes along.

tack to the right—a recognition that private
capital needs proper treatment if the coal
plan is to have a chance of fulfilment. The
National Coal Development Corporation is
a young body with quite inadequate
managerial resources for its job in the third
plan, and it is having to concentrate on
casily mined open-cut coal, leaving the im-
provement in metallurgical coking coal o
private collierics. More coal is needed o0
work up the steel plants and its guality
[ must be improved ; India may have 6o per
| cent iron ore, but it has to make do with 23
Lper cent ash content in its coke, Delays in
mstalling washeries which would remove
some of this waste marerial are a matter for
serious criticism. But an important change
of policy has been made and it deserves
some applause, even from coalowners who
are still a little unhappy about the revised
prices. A higher price for metallurgical
quality coal would make good sense,
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' What has happened is an important policy
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Yet Another in Steel?

NTERNATIONAL competition in providing
I India with three million-ton steel plants
has been conducted under fierce publicity.
The British part in this at D}Hgﬁlw" which
went a bit slowly at first but is finishing well
ahead of its due time next May and doing
increasingly well, has been conducted with
less noise than the others. Ir poses two
present problems: how to run it and how
to expand it. .

Durgapur now has its second Indian
general manager, brought in from the rail-
way service. Its operating manager s a
Scot, lately appointed under the Colombo
Plan, with 30 years experience in steel, and
with two deputies (also under the Colombo
Plan) to help him. He has nearly a hundred
British operating staff and only a handful of
Indians with any experience of steel. Similar
arrangements have been made at the other
plants to spread operating and managerial
experience (it is said that there are $00
operational Russians at Bhilai), There has
been some Indian touchiness about who is
to operate “ our plants” but here again
commonsense has prevailed. The main diffi-
culty, with pride overcome, has been to find
better pay for foreign management than the
Indian government is willing to meet ; at
Durgapur this hurdle has been neatly
jumped by using the Colombo Plan
arrangements for aid,

Given time, Indians will be every whit as
efficient in running the new plants as the

‘lgr:sent foreigners—indeed for years they

ave been showing what they could do at
the Tata steelworks at Jamshedpur, But the
existing chain of responsibility—through the
Minister and down through the board of the

+ Hindustan Steel, which owns the three new
+ plants and is not very handily situated at

Ranchi, and thence to the plant manage-
ments—must surely be revised. It is
cumbersome and confusing, it saps local
authority and it leaves the individual unigs
with no incentive to cut their costs. The
present pricing arrangements in the steel
industry date from 1955, when the main
obl_u:t was to equalise import and home
delivered prices and, so 1o say, to keep Tata
in order. They are not adcquatc for the
size and range of India’s growing steel oy
put.  Immense problems of costing, staffing,

and labour relations have to be solved, quite
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rovision of 400 crores in the t}ngd plgn
fa.rgcly as a waste of money. This is quite
unfair, just as the claims of Mr Dey,
the Minister of Community Development,
may well be excessive the other way. The
basic idea of rural development IS far from
new, but it is now being applied from the
centre with great intensity of effort though
with varying cflectiveness in the country. In
Rajasthan and Andhra Pradesh, and more
lately in Madras, the Panchayafi Raj move-
ment has been making impressive progress.
In English terms, the panchayat might be
the parish council—the humblest level of
local demoecracy ; the movement secks 1o
introduce to the very grassroots the simplest
forms of self-reliance and initiative so that
the people learn to manage their own local

Industry in
the Plan

Tm=. third plan aims at an increase in
the next five years of 8o per cent in
industrial production, concentrating fiercely
on investment goods and restraining the out-
put of consumption goods as far as it
knows how. Power output is to double ;
finished steel to be increased by 1} times ;
aluminium 3} times § tractors four times ;
and certain chemicals and fertlisers up to
six times. Some of these targets will not be
hit, but no one in New Delhi would
admit as much. To rake one example: steel
has been at once a shining achievement and
a serious disappointment in the second plan.
Capacity has been quadrupled in 5 years,
but current rates of output are not running
at much more than so per cent. The
second plan gaily assumed thar three
new million-ton plants could be run up to

full rating as soon as they were finished ; it,
would be wiser to assume chat it will still

take a couple of years more before Durga-
pur, Rourkela and Bhilai are at full blast.
This is not a matter for blame—it happens
in other countrics too—but the continu-
jing self-deception that has led the planners

\i 1o write in an installed steel capacity of 10.2
million tons by 1966 producing 9} million
tons of ingots then can be criticised. It
Umits proper consideration of all the prob-
lems of management that are now besetting
Ibcanquslry,

Again, the contribution to economic
advance that the private sector of Indian
_g—‘c‘i‘;mr will make in the next five years has
of i underestimated.  Given the rising level

ajnims that the plan is creating, the
small entreprencur in his workshop or

modest plant can couny on a high demand

affairs and the villages become scl-govern-
ing units in the Indian polity. ’
This is one of the most important aims
now before India. The administration 1_:!
the policy may be top-heavy and it is certain
that many of the officers responsible for
introducing the programme are hardly better
qualified than those they are teaching. There
are 60,000 of them in all, and seven tech-
nical officers to each of 3,000 “ blocks ” of
about 100 villages. Four hundred thousand
villages and 200 million people are said
already to be covered—some of them obyi-
ously very thinly, At the beginning, the
villagers, used to looking to the village
headman and to the collector for leadership,
find it hard to learn how to use their new
power (including power to raise some local

for whatever he produces. He need not be
specially efficient (though sometimes he is)
because he is securely protected against
import competition. He will certainly be a
nuisance to the public authorities as they

ltr}' to plan against him, since he will be bent

on sucking resources away from them, and

[so challenging their higher wisdom. -

This rapid emergence of a forward-looks
ing entreprencurial class is encouraging. The

tor in India has always been its narrowness
of base, with family names attached. The
most estimable of these dynasties is scarcely
more than half a century old, and their
mixed interests of merchanting, finance and
industry have rested largely on their ability
to mobilise (sometimes in ways that do not
stand too close examination) large resources
for industrial investment, Their record is
mixed and their public esteem is not
gencrally high. The new generation of in-
dustrialists is very different. Recently the
Licensing Board (which decides on appli-
cations to set up industries with a capital of
more than Io lakhs (£75,000) found itsclf
dealing  with propositions  from 120
“unknowns.” Modest capiral, some skill
and expericnce, and a grear deal of work
will produce important new industrial for-
tunes in the next decade, despite everything
that high taxation and austere planning can
do to head them off,

The great question for these and for the
much bigger industrial units will be the
sufficient provision of *maintenance im-
ports " during the third plan. Will India's
exiguous exchange resources enable her to
import sufficient raw materials to get the
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!muior weakness of the so-called private sec-
'

taxes). They have to be taught how to run
local elections and choose their panchayats
—this with the help of officials lent by the
State. From this movement, it is hoped,
will flow a sturdy improvement in small-
scale agriculture and a natural source of
political inspiration from the bottom to the
top instead of the other way, as hitherto.

Anyone who values the spread of demo-
cratic ways must praise this ambition,
though it is doubtful whether its introduc-
tion on such a scale and with such intensity
of drive can be universally successful. As
in agricultural improvement, we shall have
to wait scveral years to see how panchayats
raj works. One can only hope that patient
Jocal work will build it into the structure of
emergent India.

optimum production from this rapidly ex-
panding industrial capacity ? India is try~,
ing desperately to rajse the domestic output
of primary materials (such as aluminium and
copper), machine components (such as ball-
bearings, with the brave hope of a five-fold
increase through three-shift working) and
engineering ancillaries (such as electric
cables). Much of this capacity (as Britain
has reason to remember from her ** import-
saying ” exercises immediately after the
war) is, in the short run at any rate, very
_high in cost, Indeed, a closer look at Indian
industry as a whole raises some real doubts
whether India is basically the low-cost
country that so many assume. Her capital
costs are high, and if wage rates are still
low, there is a high labour content per unit
in most classes of output. As new plants are
run in, and management and labour get
training and experience, thére should be a
continuing improvement in industrial costs.
But organised labour has lost no time in
staking its demands for a good share of the
proceeds of the boom, and the present
scarcity of even the lowest levels of skill is
adding its pressure to wage demands. The
claims are genuine but undue haste in press-
ing them will not help labour or India.

SMALL MAN'S PROSPECTUS

Hindustan Machine Tools is making an offer
to small industrialists to set up near HMT and
supply it with parts and components, HMT
offers a workshop at reatonable rent and with |
fervices, advice and an asured workload. The
Mational Small Industries Corporation provides
1.00,000 rupees, repayable in 10 years, for each
unit and the entrepeneur finds 20,500 rupees
for working capital. With 10 workers on two
thifis, the profit and loss account shows —

Grossprofic 25,000

10,000
10,500

** Parsonal mar-
1 A RN

e

On thesa ngurel. the entrepeneur earns 50
per cent on his stake and gains a | 00,000 rupes
Investment in ten years—and all in the attractive
wrroundings of Bangalore.
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(£225 million) of which at
represents @ hangover of
payments still due in respect of second plan
jmports. This assumes too that 500 crores
’of loan repayments due from India during

than 300 crores
Jeast one-third

the plan period can be swept under the
carpet by refinancing operatons. 3
| Towards the total gap, there are promises
credits (pot all for immediate taking up)
about 375 crores, about one-seventh of
e whole, Towards the immediate gap,
there is at present little more than a general
sense of good will and some early prospect-
ing by the World Bank in Europe to sec
what may be done in bard cash. The press-

Agriculture
and

the Ryot &

Hnur India’s national output comes from
agriculture, forestry  and  fishing.
Fifty million farms and 500,000 villages
measure the immense problems of agricul-
tural improyement. Yet; unless appearances

are deceptive;, the beginnings of something,

importnt. are stirring in  agriculture,
Indian farmers are no more inclined towards
_radical change than most others, They
s cannot afford to be. The limit on the size
"lof holdings is low—30 standard acres in
' Madras, for example—and while one comes
across sizeable holdings run by wage labour,
such as the 20-acre holding of the village
schoolteacher and her brother far north in
Assam, this is unusual, Two hundred yards
away in the same village was a scven-
member houschold with 3} acres ; they live
on 1} acres and sell the produce of the other
two, which at 14 tons of grain 1o the acre
gives them about 1} Ib of rice a day each.
"This is a good standard, in the sense that it
gives @ hard but possible life. There are
milliu.n! of holdings that come nowhere
near it.
_ With so little margin, at the best, no
(risks can be run, The farmer's surplus is
00 meagre (o s&t him on the road 1o self-
improvement.  But when he sees the results
of improvement arowod. hi ;

- 30 higy, hobeginrro—
stir himself. . ™8y s thicre a black market

in_fe-306TS? Partly because the price is
—so0-tow, and Pinly becanse output at the
;azndﬂBfE!Ol'_!f Iqu others has been too
ow. Butitisal, g readin
knowledge of ferti mchof theisg .

sy - lmallbnldc:tn and their value even

Agriculture has s {
{ment in mmhd;‘;{pm a liberal allot-
|to take 8.6 per cent of ot

ing need is for free exchange, not t_:icd Lnan_s.
These were more than acceptable to India
during the second plan, when she had some
free reserves too, and they are often to the
taste of lenders who like to see their national
labels stuck to the hardware when it goes
up in India. But officials now realise du
advantage in costs that they could get if

they were able to shop around with free

exchange and could escape from a tender-
ing system (which seems to produce rcn{ark-
ably few competitive tenders) into direct
negotiation. They say that imports financed
by tied loans cost at least '§ per cent and
sometimes I5 per cent more, and they par-

yunder the plan (7,250 crores) compared
with 6.9 per cent (of 4,600 crores) in the
¢ second plan; and to agriculture itself one
should add spending on community
development and major and medium irriga-
tion works, making in all 1,675 crores
against 980 crores in the second plan. The
latter suffered from the grandiose in agri-
culture as in some other directions—par-
ticularly in major irrigation works that
made belated provision for feed channels
to the individual farms and did roo lirtle
towards education in multi-cropping.. The
third plan pays much more atrention to
feeding help from the bottom instead of
building something big at the top that no
onc can use. So the emphasis is now on
smaller water schemes; this is an area
where the States, back in triumph from their
tangle with the Centre, ought to be able 1o
ise more small labour-intensive works,
Fertilisers and better pse of warer are
the more obvious sources of improvement.
A simple foot-pedalled threshing  drum
which pays for imself handsomely against
the traditional and wasteful method . of
trampling out the grain with bullocks is
being demonstrated in training centres; it
costs 125 rupees—a mere f9—and it ranks
“ws-w-munor revolution, So, in a different
way, d"::hx-?c oncrete latrine—for 12
rupees— is a tributio
hygii::ﬁc ”T::ﬂ AR bution to rural
wastng. 1he solemnity wi ich s
simple  devices are  demonstratcd. i!w:]:
cantinual reminder of the lowly level from
which improvement has to start,
SWing in agricultural output betWeen
Bood years and bad can be of the order of
O'per cent, and the weather (to say nothing
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ticularly resent the heavy *preset!
charges »* that are involved in clearin'
jects financed on tied loan by the Am:
Development Loan Fund. i

But hope of escape from tied
cannot be great, and the inflation of ca
costs that results has to be accepted &
regrettable necessity. The present 1
ducible minimum of free exchange
“sources, coupled with limited opportunit
for increasing exports (as the Indians clai
though one suspects that they are bertc

an is sometimes supposed) ‘makes .the:

otion of ‘an independent economic destiny

for India within a, decade utterly fanciful.

of the difficulty of counting) gets in the
way of any measure of agricultural
productivity. Which is right—the official
‘return of 75 million rons of foodgrains: this
\year or the estimate, based on a statistical
| sample, of 93 million tons? The difference
—one of the more disconcerting among
many in Indian statistics—is of no small
importance. At a guess, not more than
a third of the rice and wheat crops are
markered, and for millet the proportion
is less. Over vast areas of India, the
rural economy is only monetary at the
margin, ,and the measurement of its
changes in  subsistence is correspond-
ingly difficult. A small increase in the
surplus of millions of small holdings,
however, would produce a great increase,
absolutely as well as proportionately, in the
quantity of grain coming on to the cash
market, It is not too soon to start thinking
about the need for storage and for some
form of price support, for any serious dis-
appointment to Indian farmers could
jeopardise the prospects of sustained
agricultural improvement,

The prospects of increasing foodgrains
by a (nominal) third to 100-105 million tons
by 1965-66 and cotton by another third
seem good. It begins to look possible that
Indian agriculture will be supporting the
full basic needs of the population some
time before Indian industry enables the
cconomy to break into its own orbit. As
the first mark of this progress, it deserves to
be noted that even the poorest arc now
ealing more rice and less miller, making
their standard of Living to that extent less
utterly depressed,

Wmm one asks about the progress of the
community development programme
on which hopes of political, economic and
social progress in the villages are mainly
based one gets cxplicit replies: the sup-
porters of the movement, from Mr Nehry
downwards, are entirely enthusiastic ; the
objectors are coldly critical and regard the
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i that public sector industrics are run on 4

'olf‘cs;::tcl":, [mmcF:imcs conflicting, with the Minister
able to Parliament in great detail and so constantly

od towards interference in industrial management ; CoSts
prices fall increasingly within the purview of the
ptroller and Auditor General whose concern is no longer

iy with votes and * candle-ends,” but extends well into
Ifchd of basic industrial costs and priccs.. This is one
wer to the problem of public accountability for public
‘ustries, but it is doubtful if it is the right one. Operating a
«el plant with a dozen people in Ranchi and New Delhi |
yreathing down your neck and with the lively prospect of a
bunch of needling questions in the Lok Sabha next Thursday|
{ cannot make for relaxed management. - -
The speed of economic development that India seeks 1o
impose upon herself does indeed exacerbate the shortage of
wlent today but it may be in this department that India first
@ takes off.” The strain on India’s educational and training
resources is fearful—which is only another way of describing
the lust for knowledge and technical training among millions
of intelligent young Indians. Among the many half-educated

IND)AEES

THE STRUCTURE OF THE PLAN

(Croret o rupces)

Public Sector Outlayt | Investment—3rd Plan GEO‘L:"E:E
nd Ird Public Private Total | require-
Plan Plan ment
Agriculeure and minor
irrigauon TR ;l:g : 3%50 ; } &75  BOO 1475 75
Community develop, . \
Major irrgaton ... .. 450 o 650 7 640 ., . 640
PoWeR. i ireiivssas 410 925 13 925 50 975 70
Village and small in-
JUSKIiES. 2sveseeens 180 « 250 3| 160 WS 45\ | sp
Industry and minerals 880 19 1500 2/ | 1,500 1000 2500 |f
d €0
T o . 12% 25 1450 20| 1450 200 1650 | 300
Social services ...eaae gs0 19 1,250 17 650 1075 1,725 80
Inventories. .. coainas = w00 3| 200 600 800 o
TR s alaséne s i 4600 10O 7,250 100 | 6200 4000 10,200 1,915
|

(better than non-educated) that emerge from this sausage
machine, there will be many able and a number of brilliant
young men and women. They seem intellectually more severe
and less compromising than many of their elders. It is their
country and their future that is being built.

The Plan and the Gap

Tur. arithmetic  of Indian planning
provides a rich field for the higher
criticism; it is better to keep to the basic
figures than get invelved in endless recon-
ciliation of Ilnter adjustments and com-
promises. The Planning Commission could
have made the figuring easier for the outside
cconomist if they had again presented
the third plan in comprehensive terms and
within the context of national income esti-
mates as they did for the second, instead of
leaving him to forage part and guess the
rest. That carping apart, one is bound to
respect the scope and the intellectual unpre-
tentiousness of the Planning Commission’s
outline. ‘They do try w equate boldness
with resources.
As already noted, the States are being
allowed to increase their expenditure sub-
suntially if they can find the means,
This does not make utter nonsense of the
whole operation, for one suspects that better
mobilising of local resources for the simpler
local projects might well be carried much
further. Nor does it affect the plan’s
assumptions about the extent of foreign aid
that will be needed from next April until
1966. The plan is proposing an increase in
mvestment spending, public and private, of
one half, compared with the estimated total
for the second plan, It assumes confidently
that public investment should increase by
more than two-thirds, and doubtfully thar
the increase in private investment will be
less than one-third. If the public investment
figure turns out right, the private invest-
ment figure will assuredly be too small. The
vigour of the private sector surprised the

ipl-.mncrs in their second essay ; they scem
to be making the same mistake again.

The general aims of the third plan, how-
cver, are acceptable. One can argue, indeed,
whether the projected growth in India’s
national income will in fact increase by

over 5 per cent " a year, as the plan hopes,

! or whether it will bz below 5 per cent. One

need not argue about the decision to accord
agriculture the first priority in the third
plan—redeeming its relative neglect in the
second, It will be suggested later that some
of the public sector projects included or
adumbrated in the plan should be rejected
or looked at again. But the most profound
difference between the two plans is that
whereas the second started with 725 crores
(£545 million) of external rescrves, it is

nding with the reserves at crisis point with

g . -
only 128 crores in hand—below a bare *

fommercial minimum. The third plan is
fbsolutely dependent on generous help
rom outside. The second needed some-
‘thing like 2/000 crores to fill the foreign
exchange gap, of which a quarter was found
by India out of her own reserves. But the

THE PLAN AND THE GAFP

gap written into the third plan is as high
as 3,200 crores, and the reserves that re-
main are quite inadequate even for main-
tenance imports. Pur even more starkly.
India is hoping for forejgn aid, other than
help from American surpluses under Public
Law 480, of 2.600 crores—f£2,000 million.
Such a formidable expectation has a
certain gallantry: * If sufficient aid doesn’t
come, we will adjust the plan accordingly,”
says the Finance Minister, Mr  Morarji
Desai. And he declares that refusal of aid
will make him not disappointed or bitter—
only * wiser.” He makes the point that the
whole plan involves only half the American
defence budget for a single year, and then
declares that while he is not worried abour
progress (* Indians are used to poverty and
don't dic of it™) India must not become a
liability or danger to the rest of the world.
Mr Desai offers a blend of soft resignation
and hard sense that is not always easy to
follow, but his conclusion at the end of a
prolonged session could not be more |
explicit: “We cannot afford to make a slip.
for our capacity to pay for our follies is
very limited.” Tt is fair to point our thar

this is e oy
Sacond Plan Thigh e wl’fb“‘!}_‘f]l_!f_‘zl'];'ﬁ Qf Indm. s hcip?u,_
g RGeS [ Vo bers might be
e m:'l crores  mn a berter word) gather In
Public expenditures G0 3450 7 5,435 lead of ﬂ:{c World Bank, they will I the .
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