A\ INDIA FACES 15th
" The economic situation and the

.Year Plan is only a few months away, Some of the foundations of industrialization have

The start of the Third Five
If the Plan goes as the planners hope, economic growth

been laid, Steel output is rising at an impressive rate.
should be partially self-sustaining.

ow faces a foreign-exchange crisis. There has been reluctance on the part of
current deficit is large; sterling balances fell to Rs.I,39%6m.
{o that date amounted to only about £562m.; and
if India was to ride out these difficulties and

But the 'if’ is a big one. India n
potential creditors fo finance maintenance imports. The
(£104:7m.) on November 18; aid for the Third Plan promised up
Finance Minister Morarji Desai had to warn the Lok Sabha that,
safeguard the Plan, harsh import cuts were ‘inevitable’.

generated by the economic development of the recent past'.
_In this six-month liconsing period, foreign-exchange budget
has heen slashed o Rs.1,250m.—Rs.300m. less than in the
preceding half-year. The April-September allocation, oo, was
A Ms.250m. less than the original estimates. This drastic cut was
forced on Delhi by a shortfall of around Rs.600m. in the
foreign exchange expected during 1960, But commercial

MMEDIATELY after his veturn from a foreign tour in
_September and October, Mr Desai said he hoped to obtain
adequate foreign assistance. Bul il now scems that India
will have to endure considerable anxieties before the
expected aid is forthcoming, The October-March import
policy is more severe than it was in the preceding  half-
year; and the Government will not be able to fulfil its
declared aim of ‘enabling indigenous industry to maintain imports have not been cut to the minimum because some public
sector and defence imports were axed at the same time.

production ot moximum levels so as to sustain the tempo

HOW EXPORTS STAND

"We export articles that are surplus to us. That isa kind of way current coffee erop, but efforts to increase coffee exports are

of looking at things leisurely, a kind of way of an affluent society. e J : B = T i
Il we want to earn money from exports, we must do without being frustrated by the growing world surplus. The gulf

. |f things here and export them, It is not a question of surplus. between the internal and export prices is widening. In Octoboer
7 || We must starve ourselves of these goods and things and export . Plantation A prices averaged Rs.229 79 per 50 kilos internally,
them to get foreign exchange.'—Prime Minister Nehru, address- against Rs. 178:-37 for exports. 1
ing the National Development Council,
Textile outlook poor
Betwoen April and September last year, India had a bigger Another major decline is in cloth exports, Much of the exports
trade deficit (Rs.824:7m.) than in the comparable period of in the early months of 1860 were against orders placed in
1959 (1s.1,703-Tm.). Exports, including re-exports, amounted the second hall of 1959, and the total dispatches in 1960 may,
to Rs.3,004 4m. (Ns,2,976-4m. in April-September, 1939), and at the most, touch 700m. yds. against more than 500m. yds.
imports were Hs. 4,830 -1m. (Rs.4,080im.). The rise in oxport in July-December, 1959,
ecarnings should not be misinterpreted. So far, efforts to October, 1960, exports from Bombay port were only 40m.
promote exports have yielded very small dividends. The yds., against more than 83m. yds. in October, 1959, Highor
larger figure for exports is more the result of higher price prices, largely responsible for the fall in exports, ’jlc]peﬂ
\ levels than of any substantial increase in shipments. maintain the forcign-cxchange earnings from cloth exports
{ The export outlook, in fact, is not o promising, partly al Rs.16Bm., as against Rs.386m. in the first 10 months of
W Lecauso of greater competition on the part of other Afro- 1959, January-October, 1960, exports were 500m. yds,
Asian countries in the very. export fields India hersell has A big increase in cotton textile prices was brought about
developed, and partly by reason of changes in Western by a speculative rise in raw-cotton rates following a very low
purchasing policies. But there are more hopeful indications crop and the Ministry of Agriculture’s failure to fnrusg the

in Indian exports of iron ore and enginecring gooads. extent of the shortfall. Licences for raw-cotton imports were
issued on a large scale, but the imports were oo late to stop
the panicky price lift. Priee fixing and stamping were forced
B Sliriting iaclin s boss 1n 16 exports from Northe:  bednt domo. oo Tevns rorohi ey e ROMBIEE T
East India, July-October figure of 107:7m. 1b being 63m. 1b. responsible for inll:;t{na e ut 3:-[t;lgn colton were also
Ieses-thnn in !!ﬁ?‘ Britain’s ofMake went down from 112m. 1b. The current crop. (-(:p-.j;j;-;-qdlmr d I ](50“ o II):

o 7.3“." 1b. in this period. South Indian 1ea exports from April by the Government ‘whi(l-h is re %ii:wfl'1 I’_ S nE riaience
to ilctflwr. at -l_l?'ﬁmr Ib., were only marginally lower than allocating quotas t|; mills, will 1(‘:?' ’“m.ng: Solon “"f"‘” and
the 1959 level, Nineteen-sixty will be an extremely poor year The Government is also r;r:duri:n i:lp PI.;JFL‘ f’o“'" TR,
for tea exports, and ""'f‘ record of the recent past makes it the way for reasonable lon —lurng\ ._“:': n“:"'l“"')’ 5 & o.pary
pRAEITIAY offtake by Britain is progressively declining, Hope for annual ex mrlf of 1 03:]1 s xtesiiSEvody.
.:'l':m\- :r:uni:{-nllTnI; |:Hn:1‘ with the Soviet Union in October yoears ago, is no lun;_-v,lu!r talked f:hnul[n'll?l d:l:l:‘.iloxlprl‘?“cd o

will seck to double Indo-Sovi ade i » Femainine g & * nidia i
D o e Sy tr;"]:‘;-::(-::‘:::-:dI:.::hi(g :1:1:::::,: :::':_]: .‘.nr l::.pm:tﬁmi:‘-‘yfh" hul:'ew-n that will be an uphill ln.shnll:!iai::::

i i ¢ in larger inic M : i e sethack in several markets. The Sud ] -
::;Tl'l:;ftlnht“‘plr'-l-]]::':::i::lu:t.\,:?:; : ..].:“h-a h".\‘-\f‘.‘u'll:ll 1o lannch 1o Indian textiles 1l July. 1039, lmc:n::“‘1;1:r “-:::.{l.j:n:-ih;::‘:
who reeently led :m—Iri.\h lea ;I‘vk-iuli‘n;m[l ] Irrl e ?'.ll‘ﬂrnlh. market (next to Britain) with purchases of 150m. ‘,‘n.;.‘ i 1..11':]
i Br-i.mln AN At s I-l o India, 5.:1:{1 that a But in 1960 there was severe competition, sj co Il;{- Su IJ-I I
A Trel: F tors than 50 0-()()' ¥ l"'"n“‘-'"- was imported, permitted the import of cheap Japancse varictios iy v
n G tons is forecast for 1the T Brital Bast Alvion: Tadla has TACLIng.

; Indin has been selling more toxtiles,

.' Tea shipments decline

e —
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it would not throw mfnrbnarl:i the p._im
drawn up by the Council’s Secretarial.
It envisages a total outlay of lh,‘l?.ﬁtlﬂm.
covering the ptﬂbd 1959-68, dishursed

thus:

Ra.

Agriculture 5,110m.
Fisherics Sr i ra 218m.
Industry .- 2,71+m.
Electricity .. o e 826m.
Transport and communications  1,946m.
Construction . e 325m.
Social investments e hBTInT.
Public administration » 180m,
Other services 710m.

Rs.15,600m.

The forthgbming World Bank Mission is

likely to examine this programme as a
basis for giving substantial economic aid

to Ceylon.

East-West trade plen Embargoes on trade
with the East, of no ‘strategic signifi-
cance’, mean A loss to the UK. of
millions of pounds and should be
abolished; import barriers against goods
from the East should be dismantled.
These were among measures advocated
by Lord Boyd Orr in his presidential
aldress to the British Council for the
Promotion of International Trade, Ex-
ports to Soviet countries, he said, could
go up by at least £500m. a vear. The
‘dynamies of trade’ had already resulted
in British exports to Russin and Eastern
Eunrope increasing at a faster rate than

i

those o any other ﬂﬂ‘“ﬂlﬂlhh‘r

and exports to Ghina had risen by 70-2
per cent.

Lord Boyd Orr also advocated;

@ Provision of better credit facilities to
cover trade with Eastern countries;

@ Abolition of import guotas in lrftde
agreements with Eastern bloc countriesy

@ Negotistion of long-term trade agree-
ments with Eastern bloc countries that
are planning, in terms of up to 20 }e.in'!
ahead, to introduce ‘a stable and growing
element’ into trade.

One of world’s largest dairies New
Delhi’s Central Dairy, claimed to be one
of the world's Inrgest and most modern,
was opened this December. Tt forms part
of the £2:52m. Delhi Milk Scheme.

\/ Interest-free loans for development?

Indian economist delivers Montague Burton Lecture at Leeds on International Relations

It is one of the ironics of history that
proposals for & new type of international
nid  organization, condemped in 1049
as ‘prematuee’ and ‘idealistie’, have now,
11 years lmer, largely materialized in
the form of the International Develop-
ment Authority,

']:\Hl-] propasals were put farward by
Dr V. K. . V. Rao, then Chairman of
the Third of the vy Sub-Com-
massion on Feenomic Development, But
damong Dr Rao's proposals was ong  for
tnterest - free developiment loans, This is not
Yel adequately met.

'I"n‘l.n'lillj: this out in on address at Leeds,
e oo said:

Sossion

“The limits imposed by a reeipient nation’s
capacity for repayment—which generally
hinge on its export ca
tnalulity to earn foreigh-oxe hange  re-

acity  and  its

sources—will not vormally apply to the
i, whether by way of loans or grants,
that will be I.rlll".‘ll by the Imternational
Development Association s visualized in
Loans will be given
for very ‘Ill]r'! pertods, there will be little
ar no interest, and the terms of e pauy -
ment will be hiberal and suitably ndjusted
o mdividun! circumstances,'

my proposals. . .,

Lir Rao, now director of the University of
Delhi's Institate of Economic Growih, was
delivering  the  18th Mantague Burton
Lecture at the University of Leeds on Inter-
national Relations: and his address, wluch
dealt with international aid and cconomic
dovelopment, raised & number of contro.
versial issues, Among the points made by
Dr Rao were:

Inadequacy of foreign aid

‘T?:e allocation of this foreign aid is . . . not
primarily determined by the averal] needs
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of economic development in the under-
1|{'\l‘|u|p|.-1l world; and neither in distribu-
tion by termitory nor by project or the
purpose for which the aid is given is
adedquate or even reasonable attention given
to the economics and the equity of econamic
;lr\'-.-]upnu-ul. The result is that the distribu-
tion of economic aid by the governments
of the developed countries in the Western
world has been very unequal, and bears
little relevance to the actual economics of
development.”

Role of private capital

“The view is . , . strongly held in the U.S,,

and 10 o smaller extent also jn the rest of

the Western world, that the under-
developed countries should rely muinly on
foreign  private capital for 1he loreign

funds and techniques that they needed for
their economic development. Thus

emphasis was nlways laid en the nndesira-

§ hility of doing anything that would reduce

the importance of private enterprise or
give it the fullest chances to pi;l.\ its
legitimate

not

role for promuling  economic
development; and this has influenced their
thinking in the International Bunk, the
United Nations Organization, and their own
governmental programmes of forcign eco-
nomie aid. Unfortunately this view was ot
of tune with hoth the reality of the economic
circumstaness and the sentimonts of the
peeple in the vast bulk of the under-
developed countries. . .

Private capital does ot flow into
mternational  chamels of philanthropy,
What prevents the movement of private
capital on a large scale for the industrinliza.
tion of under-developed countries s the
basic fact of the comparative unprofitability
of large-seale industry in the fnitial stagoes
of ecopomic development in most of the

under-developed eountries

Low rate of growth

“There is no doubt that during the last 10
years a great deal ol progress has been
made in national and ioternational |I'.:i:||ki.|1.g
on the subject of aid  for
ECONGIILG :il.'\'-;_1|npu'|('nl; and aid has also
beenn substantinlly mecreased during  this
period. There can be no doubt that inter-

international

national aid has played a significant role
in the economic development that has taken
place in Asia and Africa and Latin Ameriea
during the last 10 vears.

But progress has not been rapid nor has
it been adequate to meet the needs of the
sitnation, The rate of economic growth in
the under-doveloped countrics in the non-
Communist world has been distressingly low
m camparison with the corresponding rate
of growth i the Communist world, They
hove also beep slow in absolute terms when
viewid lilrgnl of
achieving a per capita income of st least
$250 in 15 years. They are indegd phe-
nomenally low when one takes into account
the higher rate of prowth that s taking
place 1 the developed  countrivs, thus
JI'JldJ.l:g to a 51041:.{_\' and 1rﬁg{t' \\'idening .ﬂtl
the income gap that separites the poorer
from the other countries .

against  n minimurm

‘I believe the answer is the internationaliz-
ing of all nid and the entrusting of this inter-
national aid to an ormanization like the
International Development Association. Only
I don’t think it ecan take
I its prosent form, cerlainly pot as an
affiliate of the Interpational Bank with its
j!u-culinr structure of voting rights and with
s membership that doos not include the
Soviet Union and Communie China, Nor
can it operate on the scale required with
the
rently placed ut jts disposal,’

such a major job

region,

meagre finunces that have been cnr-K




YEAR OF INDEPENDENCE

problem of external finance

‘:nv led to o ||ru|| in overseas ingu

Bhopal Heavy Electricals, for which Associated Electrical Industries is to

be expanded in two phases, with British aid as indicated by Lord Chandos

during his visit last year

though she has not been able to mainiain her share in propor-
ng market. The worst setback has been in
which took only 23m. yds. in 1858, as

tion to the exp
British West A
nst TOm. vds, in 1957, The market for Indian textiles b

s

also declined in Ceylon, Indonesia, and Indo-China.

High jute prices balance reduced dispatches

Exports of jute goods in the first nine months of 1960 fetched
Rs. 760m., ;.i_r-.li"\.l Re.1,108m. in the whole of 1959; but (as in
1 4 Serious
k in

cotton textiles) the jute industry has been fa

o

sis precipitated by speculators after a setba

W =uULE

pr‘u[llll‘l 5

With 17 1o 19 per conl, of the looms sealed, the mills have
been fighting to conserve the limiled stocks and keep the
-\|n-|‘lllillur\ ol ||i|._\. The |1ighl'l' level of l.‘\l‘-hilllj_'l' l‘.'Ll'I'IiI'I_l_{.\ has
been the result of rmally high gunny prices, The chaotic
sonditions in the Caleutta markets in October and November

es, and jute [}iup.'[lt-huu

will be uncertain for the rest of the season.

Despite rationing by Calcutta mills, the shortage has meant
larger raw-jute imports from Pakistan. In July-October, the
first four months of the jute scason, out of the total raw-jute
Is of 1,412,400 bales, 173,000 bales were from Pakistan,
compared with 61,700 bales out of 1,533,600 in July-October,
1959, Delhi permitted the import of 450,000 bales of Pakistani
jute this season, but the quotas came too late for use by
Caleutta mills, with Pakistani prices ruling at Rs.250 a bale at
the end of November, against Rs. 100 some months earlier.

Iron ores 'star performance’

A bright star on the export front is iron ore, handled by tho
State Trading Corporation.
exports earncd Rs.95-Tm.,
of 1959, In the fing
Rs. 148 «5m.,  with Rs.97m. in the previous finar
year. In the current fina

In January-June, 1960, iron-ore
nst Rs.64-7m. in the first half
d
al
n-ore exports will rise
to 2« 5m. tons from 1 -9m. tons in 195060 and a 40-50 per cent,
incrense is possible in the coming vear. Most of the exports
are for Japan, with whom India has a long-term deal under
which the supplies are to be progressively increased to a
possible 8m, tons in 1066,

118

year 1959-60 iron-ore exports ear

LU

1 year
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Prime Minister Nehru with a technician ot the Bhopal
plant, which went into production in July, 1960 ~gr

Engineering exports rising

Although engineering goods form as yet only an insignificant

pectacular increases
g the last few years.
uary and July, 1960, exports of engineering goods
Rs.50m., ag about Rs.30m. in the com-
1 of 1959, .
iines and electric fans form the major items
in this calegory, and some have been l'\pnr(:'ll aven to the
U.S., Britain, and W. Germany. Main buyers have been West
Asia and South Asia, Ceylon being the best customer (ils.3~2m.
in January-July).

have been registered in this ficld du

Between Ja
1 no
able per

Sewing ma

nachine exports to Malaya, Singapore, and
nesin there has been inmensified cOmpe
and China; and Ind

tion from Japan
n machines are not equal in style and
linish to the Chinese and Japanese products.

There is also a wider variety of machines from Japan and
China

whose prices too are flexible, Despite exorbitant prices,
s, Plafl, and Neeehi machines are selling in South Asia,
mainly because of sery icing (acilities that are Incking after the
sale of Indian sewing machines, Spare parts of many Japanese

and Chinese machines are also replaceable with those of
sSinger.

In the electric-fan field, a survey of the Malayan market
has slihn“n that Japanese fans have improved considerably in
quality, performance, and (inish, coupled with a reduction
in price, while there has been litde change in the Indian
models. Japanese representatives have built up better and
wider distribution arrangements, including bire-purchase,
Among ceiling fans the popular brands in Malaya are G.E.C.
(British) and Ushn (Indian), and consume: |

s do not have any

49



English Electric equipped these two movable substations

for Neyveli Lignite Corporation (Private], Madras, for

emérgency use at their openeast lignite mine

bishi

marked preference either way. In table Fans  Mi
products are the first choice. :

Indian cyeles are at a disadvantage in Malaya because they
cost around Hs 30 m
and Japa
collabori

¢ than the Japanese and Chinese models;
said 1o be planning cycle assembly in
jon with Malayans.

is also

IMPORT SOURCES

All the ¢ tries of Eastern Eu
more trade with India, which wants to tap the Soviet bloc
of industrial Russia is
to supply more non-ferrous metals, newsprint, tinplate, steel

L l.'\ll('l'l("l to seck

as  another source raw materials,
materials, oil products, and machinery and equipment for
metallurgical, power, and construction projects, An Indian
mission that visited Russia in November inspec

ment, inelue

d Ir‘;umpnrl

g helicopters. The rupee payment deal
with the NMussians for 1-3me tons of pqifoh‘\.lul ]1r|)lh|ris in
four years, means a saving of just Rs.530m. in exchange a year.

is will nl';n'l:"l‘l}' oid any relief from the drain on oil
imports, which is moving to a billion rupces. Gains from the
price cuts by Western oil eompanies in the middle of 1960
will be partly wiped off by the increase in consumption in 1961,

Diversification of trade in the direction of the Eastern bloc

pninl'ul. s

slogan, but the process can be ;
has been a popular slog ¥ g

chown by the initial dilliculties in the distribution )
illlplll‘ll!il-fl'lllll Russin. Hussia is also o .\-u[:l:ll_l"lllul'i-" maching H
this year for the oil industry, and some drilling equipment _'-
{0 be bought from Rumg Next to Rus Czechoslovaki
nid-hest hua rie—is also the I)u-ia'l pros-
pect in Eastern Europe as a r ool industrial cquipt

Dicsel sits, tractors, balt-bearings, and some electrical
rent are likely to eome from the Czechs; the total ﬂﬂl!_““'
imporis may noi, h-tw\- over, be higher than ]ln.flllUl’l'!, '['l’iltll-l-'ig
at a similar level each way is also planned with Yugoslavi
whose supplies will include paper, raw film, iron bridges, and
heavy chemicals. Poland has offered to build ships fm' |Il‘
and l'al‘m'i jon tools and cquipment for a hydro-cleetric project
are expeeted from Hungary soon. :

Main supplier of electrical goods, transport equipment, and
various industrial accessories will have to be Britain, the
major trading pariner, who is not averse from giving ervodit
for maintenance imports by India. Between January and
Scptember last year, Indian exports to the I__I.I\_. run: rio
£104m. from £95m. in the comparable period of 1959, British
cxports to India in this period declined from E124m. to t:ll‘im.

Caution will be the guiding factor in imports from W. Ger-
many, with which India has the worst trade gap—Rs.091m.
in 1959 and Rs.178m. in the first half of 1960, The German
willingness to buy more from India, which

cqu

have shown no

has ne choice but to import more capital goods from then.

OUTSIDE CAPITAL FOR INDUSTRY

| Ihe exchange erisis, and the delay in securing foreign aid,
could lend to an in;lu»«pir[uux start for the Third Plan, for which
the Draft Qutline placed the foreign-aid necds at s.2,600
Mr Desai, committed and
indicated aid so far amounts to Ns.750 crores, excluding
the PLAS0 funds, which will actually be in rupecs from sales.

U offer of E30m., and India expects

crores. According o Morarji

has made an in

al of £250m. from the U.K. Discussions arve yel lo lake

i
plnrp on details of 'p'rn;.uu‘ing the Par

apur steel plant expan-

sion. The second-largest Indo-British project, the Heavy
Electricals at Bhopal, is also to be expanded. Lord Chandos,

al Industries
(technical consultants to the preject), has stated that the
exchange component of the expansion will be financed from

who visited India on behalf of Asspciated Electr

British sources,

MANUFACTURING

A number of industrial projects in which foreign organizations or

lirms are participating, recently got under way. Here is a brief

resume of some of the most nportant

& Heavy structural fahricating works and beavy plate and vessel
‘|.|I'Jr- the detailed project report was pl‘w-lu.|n'n| for the Government
by Atkins & Partners;

® Zine smelter 15,000-ton capacity, to be set up at Udaipur—it
will be operuted by Metal Corparation of Indin with the 1¢--.-I|I1u'i||
and fir

qal assistanee of two Freneh firms;

® Gujeral cable factory—in which Johnson & Phillips  will
participate;

@ Borivili permanent-mognet plant, capacity 5-6m. units—1o by
sel up by a newly-formed company, Permanent Magnots, which

will have technical and financial assistance from Centro Magneti
Permanenti, Milan: :

#& Alomaniom
Alumindim
b

and rupee loans for

tuetion plant. being constructed by Hindustan
Hindalco), pear Rihand, Uttar Pradesh.
Bank, Washington, has advanced big dollar
the project;
& Twa h\‘m_s elecinival plants

& X iport S

« proposed for Madras—uwith fur.-il_rn.
e Russin and Geechoslovaking
melrie-1on

evelinnge finance i

& 10,000 pacity alumimium smelter [or Mettur,

50

PROIJECTS IN HAND
Salem District—financial and technical assistance from Monte-
catini. Italy;
@ b, 000 scooters a vear—Enheld India:
® Motor-cycles and seooters, 50 e.c.. 175 ¢.c.. and 250 e, to be

manufactured in Mysore by [deal Motors:

& Trombay styrene polymer plant will ga into production in 1962
amd be operated by Polvehem-—Dow Chemie. .G Switzerlund,
is to help with the project;
@ 100,000 metri -ton- capacity

Ammuosandra, Mysore  Stale,
cement plant, to be set up by Mysore Cements. Finance comes
partly from a Rs1:1m. loan under P.L.180:

@ Basic chemiecals and intermediates project, to be located at

¥ L
Panvel, under agreement with the YWest German hirms of Bayver,
Basf, Hoechst, and UHDE;

L] 'nhll'g:."lp\lt‘ fertilizer [
tensile steel-wirs

tory and a 10,000-ton-capacity high-
plunt at Baroda or Surat (the stecl-wire plant
to be set up by Shah Co. Privae,
Japanese assistance:

Both projects will receive

® Rishikesh antibiotics project, S

anatnagar synthetic drugs plant
Madras surgical ins ' [ ¥
]- as surgical instruments factory, id the hermla
plant—projeet re L we (o ar T

plant pIvjec treports for these fonr ave being prepared by Techno-
export, Crechoslovakin

ehemicnl
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Two other heavy electrical projects are 1o be financed with
aid from Russia and Czechoslovakia, which are also to help
in heavy machine tools, foundry forge, and several nlltur
heavy industrial units, The contract for the second major
shipyard, at Cochin in Kerala, is likely to go to a Bﬂm‘h ﬁl‘llf.
The yard at Vizagapatam, built by British technicians, it
is proposed to expand; and a dry dock planned at Vizagapatam
is also awalting availability of forcign aid.

Foreign collaboration and finance are alsa sought for o plate
and vessel works, an alloy and tool-steel plant, and a marine
diesel plant. Elaborate plans to change the faceof Bombay port’s
waterfront will receive World Bank assistance, but many
improvements proposed in port handling need a variety of
cquipment for which global tenders w ill be called. More
dredging equipment for the Caleutta Port Commissioners in
the battle against Hooghly silting may normally be ordered
from Seotlish yards, who have expericnce of Caleutta’s needs,

JOINT VENTURES

Botween April and September the Government of India
npprm'v(l 228 foreign collaboration agreements—38(0 with
British firms, 41 with German, 35 with American, and 23 with
Japanese.

The next few months should see the conclusion of negotia-
tions with foreign firms for the installation of capacity to
increase fertilizer production to a million tons of nitrogen and
500,000 tons of phosphates. Rs.2,500m. is the Planning Com-
mission's allocation for fertilizer projects in the public and
private sectors, Simon Carves (LLK.), Montecating, and Ansaldo
(laly), and some German firms have contracted for three
factories in Madras State, Japan and Britain have both offered
Is.50m, of foreign exchange needed for a s [10m. fertilizer
plant using natural gas found in Nahorkatiya, Assam.

If the Japanese offer comes through in its final form soon,
the British offer will be diverted to some other project.
Thirteen of the 85 decp wells drilled in the area by 0il India
(Burmah Oil-India Government partnership) are yielding gas;
and numerous small projects are possible outlets for the surplus
alter supplying the fertilizer plant,

The U.S. Development Loan Fund has underwritten the
cntive cost of the Trombay fertilizer plant, 1o use refinery gas,
with a loan of $58m., and is also willing to finance two projects
in the ]‘..I."I-'-'I\.!.ft seetnr. Negotistions are still on for planis a
Durgapur, Vizsagapatam, and Kothegudem in Andhra State,
Uttar Pradesh, Madhya Pradesh, Rajasthan, and Gujerat are
also canvassing fertilizer factories, Delhi is keen to speed the
foreign deals on these plants.

) Montecatini, which took part in the expansion of Sindri

ertilizers and is to invest in an aluminium factory in Madras,

is reported o have offered to put [s,500m. into projects
during the Thicd Plan. In addition to Rs.2,500m. for fertilizers,
investment of Rs. 4,000m. is proposed for chemicals, A major
deal for the basic-intermediales plant has already gone to a
German consortium, and four drug projects are to be financed
by the Soviet Union. But a number of projects in rayon,
chemical pulp, other heavy chemicals, and pharmaceuticals
awail foreign collaboration offers,

English Electric’s subsidiary in Madras, making light clec-
trical goods, is to expand; and the British firm has large-scale
collaboration arrangements with the railways for diesel and
electric locomotive manufacture. In the Im‘llt.;[ml‘l field, Ashok
Leyland has alveady announced expansion plans
the parent firm is making further investments:
like Standard and Hindustan also plan to increase

for which
other firms
production.

PROJECTS IN SEARCH OF PARTNERS

The biggest project is for an economy car W cost around
Rs. 6,500, and this will be in the public sector, A committee
Is examining the choice of the model, and the Government is
reported to be negotiating with the Nissan Motor Go. of Japan
to produce a Datsun model, If the negotjati

gotiations succeed, the
proposal is for 2,500m, ven (E2-5m,) investment,

The Government wants 10 achicve relative self-sufficiency
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in motor accessories, and 8 number of lines are still open in
this field, Sankeys have taken on a project to make wheels,
and Guest, Keen and Williams also have similar plans.
Arrangements by David Brown have yet to be finalized; and
there is at the moment, it is believed, a gap in plans for the
making of tractors,

OF the 97m. tons of coal to be produced in 1965-, about
9%m. tons will need to be washed; and sanctioned washery
capacity leaves a gap of 10m. tons for which foreign collabora-
tion will be sought. So also in coal-mining machinery manu-
facture and equipment for mining iron ore whose production
is to be stepped-up from 12m. tons to 32m. tons in live years.

Foreign offers are awaited also for paper-making machinery.
\ smelter able to produce 400 tons a day, and a plant with a
daily production of 1,000 tons of sulphuric acid are proposed,
to make use of pyrite found in Bihar. Cost is placed at Rs. 100m,
Production at the Hindustan Machine Tools and Praga Tools
is to be expanded rapidly, and other machine-tool units too
need to be erected quickly.

But all the accounting on forcign aid by the planners may
zo awry, sinee it has now become clear that Development Loan
Fund financing will be tied firmly to expensive American goods,
Total ILL.F. assistance to India is $125m., and Delhi expects
a major contribution to the Third Plan from the Fund.

TABLE 1

India’s foreign trade, 1959 and 1960
(in Rs.m.: Rs.1m.==£75,000)

Exporis Imports Balance of trade
1960 | 1959 | 1960 1 1959 | 1960 | 1959
January 509-5| 4519 637-3| 805-3| —127-8| —3534
February | 486-4| 421-7| 6968 716:0] —210-4| —294-3
March 534-1| 469-8| 756-1| 736 —222 —286-2
April 487-4 | 447 822-7| 988-3| —3353| —541-3
May 506-4| 440-5| B828-9| 733-7| —322-5| —2032

June 489-1| 429-3( B845-3| B814-3| —356-2| —385
Jan-June |2,834 (2692 4,572 14274 |—1,738 —157-8
July 485-4| 508-6| 737 | 674-8| —=251-6] —1662
August 570:4| 572-3)| 827-3| 618:1| —2569| — 461
September| 5309 | 585.2] 752:8| 702-4| —221-9| —]117:2
Jan.-Sept. |3,014-4 | 2,976-4 |4,839-1 {4,680-1 | —1,824:7 | —1,703:7
October | — 5987 — 663:1 — — 644
November] — 607 _ 7093 — —102-3
December|, — 6957 — 6974 - i L5
Jan.-Dec. | — [6,227-4| — |8.873-8 — —2,646-4

! |

Expected total exports in 1960: Rs.6,300m.

TABLE 11

Major Indian imports
(Value in Rs.m.)

Covmodity Jam.ra;;;gum, | Jaﬂmi‘iajf;ahme.
Machinery other than electric 7051 [ 8411
Electric machinery ; e 247-1 | 266-1
Steam locomotives i i 50 1414
Road motor vehicles 1431 1433
Ironandsteel ., .. .| 4s43 O SR
COPPEL e o 64:3 | 99.9
Aluminium k 29:3 36:2
Lead £2 I 11-8 13-4
Tqm: o] 55 =S 2t | 26-2 ] 42-8
1 e i " Al 2 19:5 I 21-8
Non-ferrous total , . : Fi 1579 223-3
Chemicals .. Z 2 200-3 197:8
\l;f_hmt 4 618:9 | 214:5
Nlcc : 5 5 33 | 9]-2
ewsprint . . - . 248 | 34-4
Fertilizers 87:2 67-6
Matural rubber 19-1 16:2
Raw cotton 191-9 827
Raw jute : i ST St
Art silk yarn - ¥ 724 | 53.9
Medical products . 418 | 58-9
g:rr:-a T S ik 4.4 | 52:6
ew nuts il s 314 I 51-4
Petroleum products 3 : - | 402-5
|
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Striking rise in East-West trade

Western

URING the first hall of 1900, Ttaly's
D exports to the Communist nations
rose by more than 75 per cent. above
those of the first half of 1959. British and
French exporls grew cqu.ully. by almost
42 per cent, West Germany's by 38

r cent,, Denmark’s by 23 per cent.
In most cases, these high rates of inerense
followed on more or less  sizeable
improvements in 1959 on 1958,

It is even more significant that in most
of these countries the relative growth
rates of their exports to the Sino-Soviel
bloc during the first six months of 1960
far exceeded those of their exports to
all other rogions of the world—the U.K.
growth raie of 61.0 per cent, for
example, compared with increases in her
exports to Wostern Europe of only 1-1per
cent., to North America of 7-7 per cent.,
and to the newly developing countries
and the rest of the world by 16-3 per cent.

One reason for the upswing of business
with the political ‘East’, according to the
September BULLETIN of the UN's Eco-
nomic Commntission for Europe, is that
‘the split of Western Europe into two
separate traoding bloes has  induced
exporters to explore markets outside
either bloc with increased vigour',

With regard to the Communist mar-
kets, this seems to have been true par-
ticularly of exporters in Britain and
other countrics of the e¥TA region, The
BULLETIN notes that while in genoral the
six members of the Common Market
{eEc) increased their total imports less,
and their total cxports more, than the
seven members of ErrTa, 'in the trade
with Eastern Europe these tendencies
woere rovorsed”.

!\lur(‘o\'ur. even before the alllil b
tween the Six and the Seven became
effective, a weakened demand inside

Western Europe, such as is again being
expericneced, ‘sometimes resulted in a
shift of exports towards Eastern European
markets', And the gradual relaxation of
strategic controls, which have so long
becn hampering East-West trade, ‘was
certainly a prerequisite for the growing
share of industrial oquipment in such
trade’, and for its oyerall expansion.

Terms of trade

Considering the high degree of bilateral
balancing of paymonts between Eastern
and Westarn Countries, it is only natural
that Western imporis from the Sino-
Soviet bloc should also have continued
to rise during the first hall of 1060,
Ialy ngain was in the lead with an

51

ECE'S NEGLECT OF CHINA

Europe's trade with the countries of the Sino-Soviet bloc continues fo expa
acting as an impetus, reporis the UN Economic Commission for Europe.

nd, the EEC/EFTA split

TABLE 1 Western European trade with Sino-Soviet bloc countries
(% changes from preceding year)

1959 1960
{first half)
| : - +12:6 +31-9
UNITED KINGDOM ETE:$ : +17:0 +61:9
wEST GERMANY Imports .. .. - +14-0 +22:6
Exports. ..o it ‘ + 0-7 +38-2
FRANCE Imports .. - i . — 80 i)
Exports .. = : ’ + 45 +61-5
TTALY Imporis ; e 5 e +47-7 +87-3
Exports i . +30-2 +75:6
SWITZERLAND Imporis - : — 3-9 + 36
Exports . E +20-5 —12-1
SWEDEN Imports : +30:0 +11-3
Exports . +16-5 + 6:0
DENMARK Imports ; +27-6 4300
Exports +23-6 +4-25-1
TABLE 11 Sino-Soviet bloc’s share in world trade
(% distribution of exports, on basis of current USS values)
Areas of destination
Areas of arigin Non Eastern Toral
o Europe p Simo- Entire
Cm:rr:_}fgm {including China® Saviet warld
f’ U.5.5.R.) bloe
Eastern Europe 1957 2:6 Dl 0-9 61 8:7
(including 1958 27 56 12 68 9-5
US.S. 1959 28 6:3 1-4 7-7 10-5
China®* 1957 0-5 1:0 —_ 1:0 1-5
1958 06 1-2 —_— 1-2 1-8
1959 0-5 1-3 e 1-3 1-8
Total Sino-Soviet | 1957 3-1 6-2 09 71 10-2
bloc* 1958 3-3 68 12 80 11-3
1959 3-3 76 1-4 90 12:3
Non-Communist | 1957 87-1 2-2 0-5 2-7 89-8
world 1958 B5-7 2-3 0-7 30 ER-7
; 1959 84-8 2:4 0-5 2:9 87-7
Entire world 1957 90-2 8-4 1-4 9-8 100:0
1958 89-0 9.1 1:9 110 100-0
| 1959 88-1 10:0 L) 11-9 100:0

* Excluding North Korea, North Vietnam, and Outer Mongolia.

87 per cenl. increase. Britain's amounted
to 32 per cent.; Denmark’s to 32 per
cent.; and Western Germany's to 23 per
cent. Only France once again bought less
from the Communist countries than in
the preceding year.

But it must be noted that Western
European imports from Eastern Europe
as a whole have increased significantly
more in volume than these value ﬁgurc-s
indicate. Their total rise in value during
that period was only {1 per cent., while
their quantitative growth was almost
20 per cent.

The reason is that many of the Eastern
European exports—Ilike petraleuwm, tim-
ber, coal, and steel—were marked down

because of the fall in world market
prices.

Yet there was no reduction in the
overall price levels of the oexport
goods of Western Europe. Henece the
fact that the improvements of the
terms of trade in favour of the Esstern
European  countries, which occurred
in 1951-2 and again in 1956-7, haye
beon reversed, Western Eurape there-
fore onece more enjoys  better terms

of trade in its oxchanges with the
East than in 1050,

Global value

The global value of East-West trade,
including China (1aking as the basis anll
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THE COMMONWEALTH IN ASIA \

HE visit by the Queen and the Duke of _Edmburgh
to India and Pakistan is a tribute to the importance
of these countries in the Commonwealth_ structure.
India, of course, with her age-old civilization, is one of
the master architects of the Commonwealth's future.
Pakistan may be making a valuable contribution to ideas on
development through her concept of
‘basic democracies’.
The Commonwealth faces achallenge to
close the gap between Eastand West that

Comment

has endured since the days when Europe
exploited communications with Asia on unequal terms.

Indo-British relations have a particular value in that
they have established an East-West bridgehead, both
historically and politically, ; :

India and Pakistan are, like Britain, major factors in
mankind's destiny. Unless East and West can come
together there is no hope at all for the future; and iE is
on this unity that the effectiveness of their contribution
to world progress and peace will depend.

Much hangs on acceptance of the tenet that although
the Commonwealth may mneed London as its voice,
the will and personality are as much Afro-Asian as
Exuropean.

There is also India's own unique position to be con-
sitlered. She is not aspiring to live hy a Western or other
ideology. She is a country that has achieved independence
in the steps of her own Master, Mahatma Gandhi, who
said: ‘Life is a quest for self-realization, but it is through
service of humanity in a spiritual detachment that one

can hope to achieve ,elf*realizaﬁ_nn.' \

Reflecting India’s breadth of view, Dr V. K7 R. V. Rao
concluded his address on Im:rrrfam.nal Aid for Ecam
Development, at Leeds University in Nov.emberl; with a
plea for ‘recognition on the part of n:mln;:na;l that .they
are all part of the world, and on the part of lliill' citizens
that they are all members of the human race’. _

The visit may also serve to make it more widely realized
that India is a country #50m. strong and ‘Li'lat th.c pll‘ob-
lems of her development are urgent. ThEl-l' solution is a
vital need for hoth the Soviet and_the \-‘\'est.em wnflfls.
since much depends on the contribution of Indian stability
in world affairs.

Another benefit could be an enlargement of Lht_e concept
of the ‘wind of change’ in Africa. President Sukarno's
recent speech at the uN will go on rc:canl as a .classn:
underlining of the need for understanding this ‘wind of
change'.’ ,

And from such contacts between Kast and West may
also come even stronger support for the admission of
China to the un, and for the conviction held by many
that the Chinese leaders should be invited to Britain in
the hope of achieving co-operation through mutual
understanding. _

In the long term, the Boyal visit may prove a significant
step in demonstrating that the Commonwealth serves not
only Commonwealth members but the common cause of
Fast-West progress, especially in getting the world 1o
move on and away from ‘pact’ groupings, which in the
end can do no more than proclaim their separateness.

IN THE NEWS

continued from front cover

has, so far, been only a trickle.
Among the recommendations made by the
Conference were the following:

current plans for economic development
in  relation to their contribution to
ic growth, the strain on the

¢ of payments, and the sources of

capital mto developing countries. Many
of the delegates felt that this issue was

'L‘ltl.l] to I]'m future of these countries: if

private
sbrong State control. But uppermast in
their minds was the question: How to
private capital privato
capital finds investment in the developed
countries more attractive? (The problem
has been made more acute by the emer-
gence of the Common Market and
EFTA.)

terprise fails, the alternative is

attract when

[l!l‘\'il.'lhl_\'. the Conference was mnch con-
guilrnnl--v-.
for the private investor. Some countries,
notably Pakistan, have already announced
guarantees that appear far-reaching. But
there remnin the drawbacks of, first, the
instability of certain economies—an in-
stability that sometimes arises from the
very fact of their development; and,
second, the low return to be expected
from particular eategories of long-term
projects that are, by their nature,

’ essentinl o development.

Estimates put the amount needed for
steady industrialization of the less-
developed countries at about £10,700m.
In comparison, private foreign investment

cerned with safeguards and

b

- v

-

AFEA.

‘Fair treatment code’ containing rules
about pationalization and

arbitration—amd a request that Govern-

cormpulsory

ments ‘observe the principles underlying
such proposals of their own accord';

Study of EH'II:H!-C.I.[\. Lo guaraniee or insure
nop-commercinl  risks—reference  was
made to n possible international invest-
TR with a

that

guarantee institution,
membership roughly the

of the Waorld Bank':

e as

Elimination of double taxation:

An international-level hire-purchase sys-
tem for the aciuisition of capital goods;
Price agreements between less-developed
and  developed countries to  prevent
fluctuntions 1 the price structure of
primary products.

thought the idea of an Asian
Common Market or Trade Area
premature, but urged the Chamber to
study and present a scheme for an Asian
Bank for Trade and Industrial Develop-
ment to  help countries with
balance-of-payments difficulties,

Free

their

World Bank mission to Ceyvlon A mission

from the World Bank is expected to visit
Ceylon early this year. It will examine

i

*. It is possible that certain projects
in the public sector may also be examined
by the World Bank, and these may
include the U.5.5.R. steel mill, the
USSR, rubber tyre and tube {netory
and the Chinecse textile mill. Most of
these projects have passed the blueprint
stage, but
begun.

workk on them has nol vet

This will be the second mission Fram the

World Bank to visit Ceylon since the
country gained independence in 1947,
The last mission, headed by Sir Sydney
Caine, visited Ceylon in 1952, and
recommended a development programme
totalling Rs.1,600m. (£120m.) covering
the period 1953-9,

The mission now proposed is the gesult of

talks held recently between a visiting
exeeutive of the World Bank and senior
officials of the Central Bank of Geylon,
the Ministry of Industrics, and the
Ministry of Finance.

The Government has before it, at the

moment, an  ambitions 10-year plin
“‘llifh Wins dl‘h\ﬂl up lltldl'r lh\- nuspIces
of the now defunct National Planning
Council. When the Planning Couneil
wis dissolved the Government stated thal
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