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EXPORT PROMOTION COMMITT.j;:E 

The Secretary to the Government of India, 
Ministry of Commerce, 

N:&w DBLBI, 
15th September 1949; 

New Delhi. 

I am directed to submit herewith the report of the Export Promotiolll 
Committee constituted in terms of the following resolution No. 64-CW(34)f.49_. 
of the 9th July 1949 of the Government of India, Ministry of Commerce-

"The Government of India have viewed with great concern the unfavourable· 
balance of trade position of India and have been considering ways and mef!IIS' 
to achieve a balance between exports and imports. With this end in view they 
have decided that a committee should be appointed to make recommendations 
for stepping up exports with the following terms of reference:-

(1) To make recommendations as to· the measures f.o be adopted Cor 
stepping up· exports so as tQ achieve balanced trade, with pat"ti-. 
cular reference to exports to hard currency countries. 

(2) To examine impediments in the way of increased exports particularft 
price, quality and licensing mechanism, and to suggest whli 

. . · . should be done to remedy the situation. · · 

(8) To make recommendations on any other matter relevant to tile­
main subject of promotion of export trade. 

2. ·The Committee will consist of-

ChaiTman. 

llhri A. D. Gorwala. 

A(emberi. 

1 .. Shri K. D. J alan. 
2. Shri Debes Chandra Ghosh. 
8. Shri Ratilal Mulji Gandhi. 
f, Prof. D. R. Gadgil. 
IS, Mr. G. Euthymopulo. 
6. Bhri Abdul J alii. 
:J, One representative of labour. 
8. One representative of primary producers. 
9 .. Deputy Director General (Development non-engineering), Ministry of 

Industry and Supply. 
JO. Shri L. K. Jha (Member-Secretary). 

Government may appoint further members to the Committee 39 and 
· · when necessary. 

USMofCom. 
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' Committee may oo-opt technical ofli.ceis 6£ the Govertl111ent of India 

as members :when .r~levant .m~;Lt~rs relat~ng: to their work come up 
for examination. · ' ' ' · · ' ' 

Committee is accordingly requested to undertake the necessary 
enquiriPS and to make its recommendations by September !Qth at 
.the latest. The Committee may _submit interim t•ecc.::nmendatioilS 
'where they find that imrr.ediate action is caller] for mod can be 
:taken without waiting for the full report. 

'-"The headquarters of the Uommittee wD be at Bombay ""d it may visit 
such places as it may consider necessary for the purpose of this 
enquiry. The Government of India trust that firms, Chambers 

· of Commerce, Associations and persons who are hte~·ested or 
·knowledgeable in subjects coming under -the inquiry will afford the 
-C~mmittee all the ass_istance ~bat it may require an~. will comply J 
\With any request for information that may be made. · · , 

S. Prof. Gadgil was unable to join the Committee. The representatives of' 
, labour and primary producers respectively were Sbri Harib,ar Kath Shastri 1o~ni! 
: ~ U_pendra Natb Barma,-:. 

' -4- "The 'Committee began its first session on the 2gna July 1949 in New Delhi. 
~en meetings of the Committee were held in Delhi, seven in Calcutta and the 
ll'fSt in Bombay. The final-session of the Committee for. cousid~dng the draft 
~~egan in Bombay on 11th September and tbe report was signed on the. 
:1.-"tb. ~eptember .1949 by all tl:).e members except. Sbri D. C. (}bosh who wall 
J!DlRble to mtend. . . -

.. '5. _,_-\t its concluding session, the Coillioittee desired that its high appre­
~tion • of the work of the C!)aicman should be conveyed to Government. 

' 

Yours faithfully, 

L. K. JHA, . 
Member·Becretary. 
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P.ABT I 

PRINCIPLES 

Balance of Payments: an Analysis 

The appointment of the Committee arose ou~ of the serious problem in 
1'elation to t-he balance of payments faced by the country at present. It will •. 
th~fore, not be out of place to make general observations on the nature of 
the 'balanoe of payments problem in India and .the extent '00 which a policy 
affecting exports unilaterally could be successful in dealing with it. 
; 

· 2. The mechanism of dealing with the problem of b6lsnce of paymenf.s 
--~·nder conditions of laisse• fairs economy was that of adjcsting either the ex-' 

1hange rates or the internal level of prices. When there was a divergence· 
,·etween the internal and external levels of prices, imports into a country were 
lcouraged an:l exports correspondingly discouraged. This created a gap· 
etween the volume of resources earned by the country abroad and the pay-

ments it had to make to foreigners. Such 9. gap could be met for a time by 
drawing on accumulated foreign resources, by export of capital or gold or by 
borrowing abroad. In the meanwhile, the action of free imp<>rts of cheap 
foreign goods was expected suitably to depress the internal prices and bring· 
them in line with ~h& international price levels. If for any reason. sT1ch realign­
ment of internal and international price levels was· not possible and an adverse 
balance of payment continued for any length of time, pressure would be 
brought on the rates of exchange. A continuous adverse balance of trade which 
was either not rectified bv an appropriate change in price levels or could no• 
bertnanced by external credits would result in depreciating the value of the 
ollltency of th& country in terms of currencies of the other countries. On the 
other band, exchange depreciation could also be used as a means of correcting 
an unfavourable balance of trade when it was thought for any reason neces­
sary not to let the changes in the international price level press heavily on 
the level of internal prices. In a lai•••• fairs economy intem!J,tional prices and 
internal prices, the rates of exchange and the ,.bi!ity to obtain credits abroad • 
or to export gold abroad, were all closely inter-related. 

8. It cannot be said that the adjustments indicated above ..-•ere brought 
about always either with rapidity or ease. 1'bis was specially the case during 
the inter-war per;<><!, For the larger part of this period control exercised 
over foreign trade by most countries was small and reliance was placed on 
adjustment of exchanges and levels of prices under comparatively competitive 
conditions to bring about the necessary balances in international payments. 
Under stress of the depression of the thirties, however, a number of countries 
resorted to policies of deliberate exchange depreciation or restrictions of foreign 
~ade in order to achieve cert-ain ends of internal economic policy and balance. 
Tt~ is not the place to discuss bow far these measures were either justified 
or s'uccessful. It is however appropriate to point out thnt India was 11ot one 
c.f the countries which adopted these restrictive or regulatory practices, and also 
t-hat the a.ttaiument of a balance of foreign payments durmg the depression• 
y•ars cost Ind1a a large part of its accummulated boards of g~ld. 

4 Whatever view one may bold regarding the automatic adjustments of 
bala~ce of payments brought about in a laisses faire economy, it must be re­
counisecl that those methods of adJustment are not at present available to us. 
Th"e ent-ire foreign trade of most countries of the world was nnder governmental 
regulation and control for Ill! the war years. In the post-war period, there has 
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.been some rela:ration of controls over foreign trade in India and in other 
-countries. However, in most countries •ct ~e world it has not been possible to 
_g.> far in this direction. The main reason for this appears to be the lack of 
basic adjustments in fundamentliF 6coilolnic conditions without which it is­
considered dangerous to relax the controls over foreign trade. The period of 
transition whicll had bei>D: anticipated- •a;s· lieihg 'necessary· to bring about these­
adjusl·ments has been _much longer than had been expected. Fundamentally, 
tl!e -:necessary ·basic adjustment is· that -betw!ien· the value of the currency of 
n' ·country as teflected ·b;)" 'iti! internal price revel ..nd the level of internatinnal: 
prices;· In wartime, niovements of pride levels in the various countries t_ld 
no~ been tillifurm •and' the·· polici~s -pursued 1ih •the·'' budgetlll'y · and monetary­
spheres by tbo different countries' in th'l! pdst-wkr period have also not boen the­
same. For India, the value of tbe rupee declared to the International Uonetary 
Fund·was placed• at· its prewar level. • It is• doubtful whether at the time of the· 
declaration. the internill .price level• was adjusted to the value of the moneta.ry" 
unit.- •And the ·necessai!V adjustment of the Indian price level to the inter- . 
11ational level of price has ·been actually m•de more difficult by policies decl•ll'ed 
in 19~ -48. · · Therefore, as long· as a more reasonable re!ation between internal 
and international price levels is not established and resort cannot in the alterna-" 
tive he had to exchange depreciation, a continuous control of foreign trade an~ 
watching of t.he balance of payments situation closely becomes imperative. It 
is naturally the hope of all that resort to exchange depreciation should ulti­
mately not be necessary.· But the possibility of avoiding an adjustrnen~ 
in the value of currency depends on the effectiveriess of the ac.tion in bringing 
about the necessary changes in internal price levels within a reasonable perioo. 
It may be remarked that the adjustment of the value of the currency here 
referred to is not only in relation to the currencies of the hard currency area. 
The disparities in the movements of internal prices and prices abroad are in ·a 
larg_e measure responsible for the adverse balance of trade now experienc~Y 
India. On a superficial examination of tbe presenb position; there would t:i.-os· 
be ·req•Jired considerable -depreciation Of the rupe·e even in terms of sterlina. for 
bringing about ·the type of adjustment that would have been broughb .:'bout 
under conditions of !.aisses faire. It is -clearly not in the interests of the country 
~at such an adjustment of the value of ibs currency should be forced upon it. 

5. The other check t6 a: ~oiit'inu~d ntal~djustment of'bahince· ot pl!.'\'l'ncnt\1 in' 
a free economy would be lack of foreign credits or int<lrnal liquid resources by 
means of which the gap could he covered. It happens that the accumulation 
by India of sterling balances during the war has tP.mporurily made this difficultyj 
of little account. The continuous availability of large balances ,, broad during 
the post-war period must be_ held respcnsible for the llrgency and ff!avity of 
th,, balance of payments pos1tion not being brought home early enough to or· 
it .• not being considered serious enough by the Government or the people of 
lnd1a. If these r~sources had not been avn1lnble-just as ii tho gold-hoards 
had not been ava~lable durmg the _last' d~cade-government would ha"<e been, 
fcrced to tuke nctwn either m relatiOn to Imports or in relation to the internal' 
price level. It could postpone action only because of the possibility of reli&(\~e 
on these accumulations. · 

6. The above will have made it clear that the present problem of the balanc..; 
• of payments is a problem (_arising chiefly out of certain fundamental maladjust­

ments in the economy-) As lo11g as these are not corrected, considerable res­
trictions on foreign trade will be found to be necessary. And in the absence 
of s.uch restl'ictions, a frittering away of our hard-earned balances is ahnost_ 
inevitable. In view of this, we take it for granted that an rppropriate re­
gulator,y policy in relation to imports will be an important part of the Govern­
ment drive towards the attainment of a balance of international P"Yments. It 
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is· obvious that there are c<rtaiu basic needs of. the count.ry which. ca:n· ani;y: lie 
me~ by imports; the deficit iu foocl, as.long as-it eJ<ists a:"d ?ur lacking. es;eD.tisll 
materials like petroleum must always lead to substantml. unports •. It IS. ,.,_ 
extremely important for _the country to imp01t capital goods- both for :r.ep!BA:e­
ment, and. development purposes. In the circumstnnces, an, ·order ef priority 
for. imports and .a system of qualitative and quan,titative 1·estzictions on impurl;IF 
must be maintained.. There is also .a close connection between. imports- IUI<i. 
exports. This is especially close in countries which expo:r.t goods manufactured 
out of. imported raw materials. Relation between imports. and <·xports i~ ~­
eq;,ally close in India. However, manufacturing activity whether leading: b 
exports or to the avoidance of large impmts for internal use does require sub,­
etantia! imports of essential materials of all types. Thus the import progra.zh:me 
and import priorities would look not only to basic needs like food but alsoo i& 
the operation of the whole economy and its ability to produce Jlrimary and 

, ~ecc:-ndary goods both for jnterna] consumption and £or export. 

'1. At this stage, it would be appropriate to refer to changes in policiet; of fhe 
Government of India regarding imports during .the post-war period--~d ,....,. 
pccia!ly to the loosening of impo:r.t cor.trols as part of the antl-infhttio~ 
drive during the last year. The restrictions on imports and the list of a~ 
that could be imported with no special licences have undergone many and. .,.;de 
fluctuations during the post-war period. At times it bas been felt that seve:<EO 
restrictions on imports were necessary in order to conserve essential exchf.lll!:.9 

resources and at others it bas been he!d that the inability to utilise the availahle 
forei~ e:=:cch;mge re~ources by nlRkiftg adequate hDJ?O!ts was compromising. India .... r 
position 1n mternational agreements. Import pohCies have :fluctuated from ara,. 
extreme to another according to tbe sentiment powerful at any p:1l'ticular t~ , 

is difficult to say to wbat extent the variations in the values of impQrts wae,:' 
ue:t'Q:~uc>uatioils iii impo!CpOliCiiis anino- wi:u>.li.extenrthey were-due to otfrer>li 

tol"ll sucli ·as availabilities_ and price-relations. It is obvious that the Jacko£ j 
import restrictions may lead to a deficit balance in international payments wbem , 
8 mal-adjustment of price-levels invites such a deficit. I The fundamentaJ: reas<D 
for the balance of payments difficulties must be held to be the maiad)ustm:eD& 
ih the price levels, I It may be said that -the . non-emergence, of an· ad vema 
balllnce in 1947'48· was at;least as' much due to ·the lack of eJ<port- availi!li.iliiiiS 
in ·indus~rial countries and. t~e co~n_pnratively small gap between IndiliD' ...... 
dtber priCes as to the restnct10ns laid by the Indian Govemmen1; en· impo<Cao 
On the other hand, the rapid spurt of imports of all varieties' of goods· duri~ 
the. last 12. months. has. ·been. the resu~t, fundamentally of the· previous~ 
flal~cnnry r1se of priCes m Incha. The riSe of prioes that took place in• India 
uur:ng the first three quarters of 1948 made the Indian market consid·>rahly 
more uttrnctiYe to foreign goods than other markets. lt was this which was 
primarily responsible for attract-ing Jorge imports. It must at the same ti:me 
be ~dm1tted . th!l.t the contemporaneous loosenin~ of import control~ made it; • 
]_JC'~.R~bl~ fo.r Importers to ta1\e rtdvnnt .. uge of the possibilities of making pro:fit 
m the Indm.n market opened by tl1e rtse of prices. 

8. In. view ?f this .. it is instructive to note that the liberalising of the ope!lJ 
ge?eral llcence IS constdered by ~ome to have been a part of the anti.inflhtiomtry 
dr1v• of the Government of Indm. The statement may be interpreted as mean­
in~ thnt t~e Gover!lm.ent. of. India desired to check the tendency of. internal 
pnc~s to. :1se by .brmgmg m ;mports of consumer goods which only shows fiG!'"~ 
the lllab!hty of. (,overnmen.t m the absence of an appropriate budgetary, eredi 
and con-.rol policy, makes 1t adopt temporary palliatives which m~y lead' to ""' 
ultimate worsening ol the situation. The inability of Govermnent to check a 
rise in prices of manufactured products led it to encourage imports ,,-J,ich would 
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DOt otherwise be w;gently required and the flood. of consequent· imports ulti- · 
mately led to a sermus balance of payments si~uation and the frittering away 
of valuable assets for non-essential consumer goods, 

. 9: Equally w!th imp~rts the volume and values. of· ei<ports are a rt'fieotion 
chiefly of the pnce relat1ons and of the over-all pr1ce situation. The volume 
of expo~s depe':'ds esse.ntially on the competi!ilve position· of the goods of a 
eountry m the mternat1onal market. Even m goods in which the country 

. mig?t hold a monopoly,. the international demand is never perfectly inelastic. 
J:!unng w.ar. wh~n bulk buying by Government was common, comparative prices 
d•d not directly mfluence the volume or value of export trade. Now that many 

~ of the wartime practices have been given up, the price factor is becoming more 
and more important. ;During the Immediate jlost-war peroid, a general 
t~carcity of all kinds of ·commodities· created a situation in which important 
producer countries could sell large quantities of their products with little rela­
tion to the price factor. In the last 12 months, the conditions of a sellers' 
market have vanished and this has made the price factor once again important. 

1 The divergent movements of the Imports and exports of India are thus merely 
two aspects of the same situat:on. India has been unable to export larger 
quantities of its important products even when world trade as a whole has been 
expanding. An examination of the position in relation to any of the staple 
Indian exports would illustrate this. The exports of manufactures of jute are 
stagnant or declining even when the demand for packaging materials all over 
the world should on all accounts be verv br:sk. A material which is essential 
and well adapted for the purpose for which it is _used may yet _find difficulties 
of sal~ if its price level is pitched too hi(lh in relatiOn. to t~e reqmrem~nts of the 
situatiOn. The great difficulties exper1enced 'n selhng rmportant mlseeds and 
vegetable oils are acknowledge to be due almost entire!y to the price factor. 
On the other hand, the good showing of tea is due not only to the price of 
Indian tea being kept at a moderate level but also to. its having an advantage 
over its nearest competitor, tea from Ceylon. The history of sugar prices and 
the discussions of the possibilities of its exports exemplify in a striking degree 
the close connection between an intelligent internal policy regarding controls 
and the vrhole balance of internal and external economy. In conditions in 
which all foreign trade is conducted on Government accou!'~· the re~ation be­
tween internal and international prices may not pro~e to be 1mportan~. I Where 
however, external trade jg largely con~ucted ·OD prt!ate account .and where 
exchange rates are held rigid, the relatwn betwe:n tnternal a~d. mternational 
T'Tices are of the utmost importance. I In such crrcumstances, It IS the relative 

'ice levels which unduly stimulate imports and actively discourage exports and 
, d to acute balance of payments difficulties. I':' such s:t.uations, it must be 

J { ~&rly recognised that the fundamental remedy IS to attain a proper balance 
· internal economy. 

SOME PROBLEMS OF ECONOMIC HEALTH. 

In Part III of our report. we have considered the special problems of indivi­
dual export commodities and in Part II general measures necessary for en .. 
couraging export. Here we propose to deal with certain problems which have 
8 very considerable effect on the level of exports. 

2. The first of these is pr"ces. Indian prices ~oday are nearly four times 
~·hat tlwy were on the outbreak of the war. . Durmg the war, prices rose bv 
about 150 per cent. and Rince then they have r•sen by another 140 per cent. the 
rate of increase being hi)lhest in the last two year>. It i,.: in the light of the 
facts ind'cated b.Y these figures that we have to consider the position of exports 
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today. The history of the more recent rise in prices and the reasons for it are 
too well known to need recounting here. It is sufficient to say that govern- • 
mental policy and the actions based on that policy have been responsible. Be­
fore this rise, India was one of the stronger economies of the world. Th& 
rupee was actually considered fairly hard currency by many other countries • 
and was regarded as a substantial source of strength to sterling with wh:Ch it 
was linked. If the price level had continued at about the figure then prevail-\ 
ing, our position today would have been extremely favourable. . With an 
internally strong economy broadbased upon a reasonable wage-cost-pnce struc­
ture we could have increased greatly our exports in the comparatively pros-

,:,jpe..;us year 1948 and in 1949 held our own in the export markets of the world 
"'fuspite of the thr~atened recess'.on. 

a. The Government of India, we understand, are ·greatly perturbed about 
the prevailing high prices and are very anxious to reduce them to a reasonable 
level. With this object, in October 1948, an anti-inflationary drive was ' 
launched • For some time, prices did not rise and later there was a sligh~ fall. 
Now however, the price level has passed beyond the peak it had reached before 
the anti-inflationary drive. Government's action thus does not seem to have 
produced results. Nor indeed can any be achi,eved unless the problem is 
tackled determinedly and as an integrated whole. I We must at the very outset 
make ot quite clear that reduction in general prices is a condition precedent to ' 
successful exports. 1 Without it all effort must be in vain. 

4. A striking feature of recent export trends has been the diversion of exports 
from hard to soft currency areas. This too has its origin in the internal price­
level. Some of our goods price themselves out of all markets, but even more 
price themselv~s out of hard currency markets. It may be that where demand 
is very inelast . .c and a certain quantity has necessarily to be obtained for 
specific purposes hand-to-mouth buying will continue, but all hope of expand-

~~1g hard currency exports on even a moderate scale must be given up, unless a 
L~easonable price level is attained. · 

5. Tbis question of prices is of special importance in con~ection w:th wages .. ' 
If prices can be .redu~ed, wages must follow suit. It is in our view wrong, 
and it would be mequ1table, to attempt a reduction of prices by first making a 
cut in wages. It has to be remembered that in terms of real value wages 
even in the best paid industries have .either just attained or kept bel~w t~e 
prewar level. ~ wage:stop and a prtce·stop can go together. However, 1tl 
would be. b~tter ~ a pr1~e-stop preceded a wage-stop. A profit-stop must of 
course commde w1th a pr1~e-stop. It must be recognised that there is a minj­
mum fair .wage below wh cb wages should not be reduced. The productivity 
of lab?ur. 1s one ?f the most important factors in the national economy and 
w bile 1t 1s only r~ght that there should be no attempt to cut reasonable wages 
until prices have been brought down, !t is. essential that productivity per man-

0 hour should a~ the very least be mamtamed. The worker's stake in the 
common good 1s great as that of any other class and so too is his responsioility. 

. (\ Another fundamental problom · th L f . · . ,11): . · • f d . ,., IS Bli o our {yiure aio::mltural pnl,~y .. 
-lua1a 1mports oo grams, cotton and raw jute Its f d · · t h ve 
assumed great importance during the latter-w~r a d oat gram ~pdor s da 'L 

tl b · tl n pas -war peno s, an lu 
has recen Y een prommen Y put forward that these imports are at the root 
of all its balance of payments difficulties and that th · I' · t' ld 
settle in Iudiit.'~ favour ~.U h~Iance of pn;Vments problem:.Ir e l~~~~i~~~ ':~st • 
therefore b~ du·ected prl~ar1ly to the at.tainment of s~li~ufficiency. in_ ·food. o 
Now there 1S only a. certaln. amount of land available· for cultivation in the 
cotmtry. Some of •t from :ts very nature and situation can only grow cereals 
The rest can be put to one of several uses, but it cannot, at the same time, be 
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put to all of them. If therefore we ani going to become self-sufficient in fooci'i't 
can only be_..nU~El., cost of diversion of land from tlw growth of other crops, 
e~~~P~-~?~-:~ourse,__~Yh~~- -some..:De"~LJI!iga·tio~-project . Or agricultural "impro\•e:~ 
nlent rncreases· soil yields. In the short term. such developments are not 
Iilreiy--:---on-o;ny· IQI'g6-fic~mle;--· Accordingly, ns a general rule, -we must be prepar­
ed to grow less of other crops in order. to· gl-ow. more of foodgra:ns. The other 
crons may however be more paying. Thus an acr~ under cotton will yield 
more than an acre under wheat and an acre under oilseeds or tobacco will yield 
several times more than an acre under cotton. An acre under sugar-cane will 
give an even higher return. Is it then wise to concentrate on growing the 
lower value cereals at ·the expense · of the higher value cash crops? 'l'h<4 
answer really depends on an estimate of political probabilit' es. This country 
could have remained an importer of foodgrains without any qualms had it not 
been that during the war lack of shipping prevented grain available in foreign 
countries from being. brought here in large quant ties. If therefqre it iS 
anticipated that within the next tw~ or three years there is tile probability of 
8 recurrenc~ of a calamity of that nature, ~hen obviously self-sufffciency 'in 
fooilgrains must be the primary aim. If however, it is felt that there is no 
such 'mminent danger, wisdom . would lie in attempting to obtain from the 
soil besides a certain minimum of cereals, those crops which will benefit our 
agriculturist ns well as our foreign exchange position most. Should this ''ieW 
prevail, the right method would be to attempt a proper crop plan for the whole 
country, laying down the quantities of each crop to be grown and the quantit:es 
to be imported, due regard being had to the advantage from such growing and 
import. 1Iore especially is this desirable~ when as a.t the present time, food~ 
grains are available in large quantities and at not excessive prices from abroad. 

7. The problem of raw jute is particularly pressing. Unless some reaso.i­
abl~ ·ar;angemen~ can be made with l'":kistan, t~e future of ~he jute munufac' 
turmg mdustry Js at stake.J The pos1hon of th1s country, vzs-a-vis, Pakistan·~ 
would be greatly improved in this mat~er if instead ·of· thirty lakh bales it grew· 
fifty lakh{ This increase is only poss1ble, the expense of rice. Here again 

'is a ease m which diversion of land would y1e d more pr fitalfle resulte both 
to the agriculturist and the State, provided, of course, imported grains· 'Were 
made available at reasonable prices to t.he agriculturist diverting land 'from rice 
to jute. 

l:l. l!'rom tbe export point of view, it may generally be said that it is better 
to increase the area under such crops as ":ill fetch a good price, directly or 
after processing, in. the export .~arket, or wlll reduce the necessity for importe 
of the !\lOre expens1ve commod1t1es than merely to concentrate on increasing the. 
a1·ea under food. 

9. India has the greatest cattle population nne! the worst milk supply in the 
wodcl. The two are closely related, for the very number of cattle rrakes it 
extremely difficult for them to recPive thtlt attention and food whieh would en­
nble H much swuller number to give a much. better yielrl, both iu rDilk nnd i~ 
trnrt;on power. The position v:e undez:stnnd, bud as it is, is be!ng aggravated. 
The Constituent Assembly has la1d down as nn objective of the . 
new Sbte that no useful cattle shall be slaughtered. Various Provincial 
and local authorities are however. not content with the restriction ilnpos2d by 
the tf,rm "useful" and are bnnnmg all slaughter of cattle. The result musfl 
inev;tahlo: be a much grca~er. burden on cattle food and pasture reberves, ~ith 
a wenkcnmg of the economiC _hf~ of the country. From the export point of v1ew, 
th~ prohl_em ha~ a double s1gmfican~e .. In the absence of slaur.hter, e_~ll. 
tn>E of h1de wl!ich.fe.tcb.ed a good pnce m the export markets is no longer av•ul­
able. The supply also suffers sin-:!e slaughter houses used to provide large: 
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quantities at regular intervals. Without slaughtered hides to make. good 
chrome leather, we may have to import it for internal us~. In. all the C1C~­
stanres the indiscriminate stoppage of cattle slaughter 1s a wasteful pohcY. 
likely t:, have a most detriments! effect not only on the export trade in hides 
but also on the economic position of the country. 

10. In the paragraphs. •above; · we have ·dealt with some' aspects <>f gov­
e1~1ment policy and its results, actual and likely. We now turn to a matter 
affecting exports in which the burden of aetion lies not s~ much on ~he State 
as on the subject>. • Before the Wll:r, the Producer of Ind•an goods as a elass 
wus rarely interested in the export market. It was left to the shipper wh<> 
kriew the. ·requirements. of overseas buyers t() locate them in India and. to ex­
pm:t them: The Indian·· producer, with a few exceptions, never tried to pro­
dl!ce' for export· or to ·meet the needs ·of partieula.r overseas markets. .He was­
content ·to• seek protection,:against ·foreign competitiol'l• to .safeguard ·his own• 
ample .internal market. The position in .the main· continues the ~arne. tcday• 
in spite of the ·fact that the internal market has .shrunk by the creatwn of, 

• Pakistan. Spoilt by the high internal priees and easy sales of reeent years, 
the industrialist as a rule has not bothered at all about foreign markets. lit 
'Yould not be wrong to say that industry by and large is not e'9'_ort consciou§.,<> 
This is a. very unfortunate stlite of affairs for, unless industry realises tbe­
itnportance of exports,- all government action remedial and encoura!lina will' b81 
itl: vrlin. Our balance of payments position in the past ha.c; been -su~tafned very• 
larf:ely b:t expo:·ts_ of raw materials. ·That position has now ·changed and 'if 
indus~ lB not Wllling and· anxious that its products should take up the slack 
i<!ft by the reduction in ·raw: material exports, irrepairable damage will be ·done 
to ~be. econom.y of 'the country. Industry should be more than willing to take 
up?n 1tself 'th1s responsibility because the fall in ·our raw material exporte is 
9~~te often due to the fact that instead of being exportd they have been taken 
mtb the Pt?cess.·of manufacture by industry. Nor is the re,ponsibilit..v of indus­
h'i: "?':'fined to this. aspect only.· Industry must ndt only J:i.,come e~por_!;-minded. 
but must Bee ,that 1ts products are export-worthy. It olone can produce 
wh~t tha custdlner Will buy and to the extent that by shoddy work and undue 
~~~rt for ,'Profit ~t"dis~ppoh~ts the :customer:, it turns away foreign exchang" 

s domg dlstmct d1ssemce to the counliry. 

11. . Finally, we- would invite aitention to what we believe is ll recent deve-. 
lopment _in Indian economic life and probably the most disastrous tba~ _has 
affec~d· 1t for a long time. In the course of our enquiry into the condtttons 
u~ectmg the export of vnriou~ commodit.ies, again and again hnve we been 
g1ven "'. the rt;ason for high prices and the reduction of or inability to expo~t, 
sp~cu;at1ye . .Q~vit-:.m;d the,.l1®tding~ks~ Prices have gone out of par1ty 
becanse a few mdividuals with plenty of money have bought up stccks 
~nd are hoMing them to sell at advantage. Not content with operat­
mg on tb~ current season·s production, they, in some ir:stnn~es, have 
epread their tentacles to the next season, During the war and Its after­
math peoJ?le im.bued with the gambling instinct reaped a rich harvest cf wealth. 
The way m winch a great deal of this wealth is used is a tremendous handicap 
t.o the establishment of a reasonable and stable price level in this country, and 
bene~ to exports generally. Many instances of their activities could be cited. 

·\It w1ll suffice to say that of exportable commodities, none of any importance 
e.xcept ,tea·. and cloth (since. the imposition of control) has escaped the ~epreda­
tions of tlus class. There 1s no doubt that such a state of affairs coust1tutes " 
grave public danger and we would recoyUDlend that (!Jovernrnent take all pos­
sible steps to meet it. The attention of the incometax department should be. 
Sjleeially concentrated on this cluss. Any breach of any law b.v it should be 
investigated with the greatest vigour and punished in "" exemplary fashion~ 



PART U 

IMPEDIMENTS AND MEASURES. · 

LIBERALISATION OF EXPORT CONTROL. 

It is somewhat paradoxical that, while Government has been aunmg at ex-' 
port drive, elaborate machinery to exercise control over the majority of ex-· 
ports exists.. The present expoct con~:·ol notification has been inherited from the 
days of the war when there was need to restrict the volume of exports for a 
vMiety of reasons, many of which no longer hold good. The justification for 

'continuing expert control over various commodities must. therefore, be re.;' 
viewed afresh in the light of present conditions. 

· 2. The basic justification for controlling exports is. that the interna: supply. 
is not sufficient to meet the total demand-internal and external. The effec~ 
of restrictions on exports is to give a higher priority to the demand of the inter­
nal consumer and let the overseas buyer have only the surplus .. A .country 
with a favourable balance of trade such· as ·we used to have in the J.SSt may 
perhaps be able to afford such a policy .. When, however, there is a large ad­
verse balance of trade it is a mistake to unagine that export control can help 

, in assuring ·a· better standard of living lor the people. If we conserve in!lige-.. 
nous production for· internal constimption, m order to balance our trade we . 
must necessarily curtail imports severely .. In either case internal coi)sumption. 
has to be cut. The real question ·is one o.f weighing . the importance of the: 
gcod&· that are allowed to be exported ag~inst the essen~iality of tho impor~. 
-which must be cut on account of the. fall m the country s e.xports. When. we 
have to depend im imports to supply us with.food and fertilisera .. raw .materials; 
and machinery, th~ necessa'ry 'fo:r;eign exc~ange for which is not being earned 
by our present level of exports, clearly the case .for reducing as far as possible all. 

, restrictions on our export trade is overwhelming. . . . . . 
· · 3. The argument that' if free· exports. of any commodity. are . allowed· its 
jnternal prices or supply would be adversely affected .always needs the most 
cntica! scrutiny. The price level of Indian goods in general is sueh today that. 
far from exports lca<ling to an increa•e in price, it is the high price which is 

• hampering eXports. The fear that there may be a shortage is frequently ill· , 
founded. l'h-, supply of a commodity is not a static .thing. The impact' of a, 
]arga demand etten ·stimulates production. which may prove· suffic.ient both . 
for internal and overseas consumption .. Ip recent months many items h.ave ; 
been n.&de free·· experimentally;.· eitl1cr !or Pakistan alone or .. !oi•. all countriee. : 

.In no instance h~s it been neces.sary. to fe~;~e our steps and to re-impose c<)a- ·' 
trol. There is an overWhelming hnse for nlakmg surh experiments on as wide a 

• Iron•. as possible. <.'!heoretical apprehensions are often belied in practice) 

4. One of the most undesirable features of the preoent export control Is 
~3t n large number of manufactured goods are still subject to control. We have 
in th• past exported raw materials. Our resources in this respect have been 
reduced by partition. If we are to achieve a balan~e in our trading once 
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again, we must rely on a considerable expansion in t~e exp~rts ot our manu-.• 
factures. In the long-term interests of the country s foreign trade, !llanu­
factured goods as a class must be freed from export ~ontrol and indeed it should · 
be our policy to encourage such e>.-porte in every possible way._· The market& 
of the wor!c! are not acoustomed to look upon India a• .u source of manufactured 
goods. During the war, we got an opportunity to increase the export of our 
manufactures. With the emergence of a buyers • market and growing com­
petition from the more industrialised countries of the world. our industry must 
not be handicapped by restrict-ions when it seeks tc export its products. 

5. Wher~ a limitation on the total volume of exports is considered es­
sential to safeguard the interests of the internal consumer, we feel that the best 
course would be to allow free exports until whatever quota is ilxed has been • 
exhausted. .E\uch a policy has been adopted in respect of Pakistan for many 
commodities and the principle should be extended to other countries an.d other 
commodities. The restrictions regarding established shippers and. destinat-ional 
quotas may have been useful and convenient implements of administration so 
long as the external demand was known to be very large in relation to the 
total available supply. Such a position no longer holds good generally. For 
most commodit.ies subject to quota restrictions the presenb volume of exports 
is below the quota fixed. It would be best to allow trade to 1low unhampered 
until the quota limit is -reached._ 

6. In the course of our examination of witnesses from various Ministries­
of Government we found that one of the grounds on which restriction on export 
is being justified is that the goods or their ingredioJ:Its are wholly or partly of J 
imported origin. We are of opinion that except iu respecb of goods which come 
from hard currency countries, there is no reason to place any obstacles on re­
export, unless tne goods are in such world-wide short supply that diffiolJit-ies 
are anticipated in replacing them from soft currency sources. .;t:;o one willJ 
txport goods which he has intported from outside unless. he makes a profit on 
Juch exports. The effect of importing any commodity from a soft currency 
~untry and export-ing it to another is only to increase the net earning ot 
ilreign exchange by the amount of .the profit made by the exporter plus any 
.lllVenue which may be retained by Government. · Where _the raw materials alone 
tre impo'"!"'d, the case . for exports is stronger; because such exports provide. 
Jiore foreign exchange m payment of processing charges and also more em­
ployment for our people. It has been suggested that because imports are alo­
.l>wed upto certain ceilings of value which are determined with reference to the 
~tim~ted internal consumpti'?n, any exports would result in a shortage. Thi& 
Pie!" IS bssed on ~he assumption that these ceilings are fixed and unchangeabJe •. 
If m .a?tual practice on account of the relaxation of export restrictions certain 
quanht1es of. an~ parti?ular ~ported commodity go out of the ,,ountry there 
ran ~e no obJectiOn !""' mcreasmg the import ceiling correspondingly. Our gene­
Jill view: the_refore, ts that. there is no need to have exporti restrictions on. a~y 
eommodity simply because 1~ happens to b~ partly or wholly of imported ongtn•f 
for should there be any obJ~~tion to the free export of pro~essed articles, the 
~ard currency element in the price of which is not more than half. 

7. In Part ill of the report will be found specific recommendations regard­
ing the more important of our export commodities.· There are however -a 
large number of items on which individual comment has not been possible. but 
which we think should be removed from export control. .In preparing this list, 
we have followed the general considerations outlined above. In many oases, 
representative.s of mini&tries have- el<]Jressed themselves in favou~ of our recom­
mendations. It is not possible in the time ut our disposal to undertake a de-

. tailed and thorough study of each of these commodities. We are agreed how-
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ever that the removal o! the items noted below from licensing restrictions wi1l 

• be to the ~<}vantage of our- export·-trade~',' ~.:·: -- t'.) -' .t• .r_i~·: --:1.!1 v11 , ·: ·;:c!f; 

· 'Item. ·· ' . . · B.T.O. Notification No.: Remarks. 
'B~lliing (or m9.cb·i~ery Part A .. k'··· · 
Ethyl aloo'.:l:ll ~r ra3tifie1 spirit of ': Part A 6. (viii) 
Clqoks. wa.tche3 and parts thereof Part A 7, 
In;;trurn'3n.ts, app'l.ratu~ and appliances and parts 

thereof, the followin : 

(i) Cameras 
_(~ii) Clinical thermometers 
(v) Electrical insulating material. 
(vii) Electric wires nn:i cables 
(:z:) Optical instruments. a.ll sorlis. 
(:z:i) Surveying instruments and appliances. 
(:»iii) Wireless fn.stt'uments (probably the:otber 
. items under thi.; head may also be treated 

similarly). • 
·woollen .a.ud worsted mcmufactures 
'Umbrellas and umb_rollo. fittings 
Confectionery . 

Provision and· oilman's stores 

Part A 13. 

Part A 26. 
Part A 27. 
Part B l·A 

Part B 6 

. Ma.nufa.ctuted item3, made wholly or mainly of . Part .A 7. 
metal . 

.Small toala.. all so.rts-_ 

-Abrasives 
Bicy~le9 
Candles • 

. • 

' .. 
P!'."t!J9A . 
PartD I. 

. ;,. !Pm •D· 6. 
:Parl D l2. 

~r3'3uic s:.1lp~ide, Acids, Gasss, and Crude glycerm:e Part D 15. 
Crude drugs Part D 24. 

~-Glass bottJes -. 
1 

:Part D"-27-A. 
Io.stri.t:n:J.{tS, ?'ppa.ratlts and applio.nces Part-D 36 • 

. La-mps ' • , Part D 27 .• 
Matches . Part D 41. 
Pa.ints, ya.rnishes and enamels Part D 46. 
Manufactures of pa.per tmd_paste board Part D 46-A. 
Manufactures of plastic _. Part D 48-A. 

Ca.uvas shoes • 
So--lp3 3.D'l \Vct.sl\illg Oo·.vdars 

Stationery· :< ; 
't~xtiles. the following :· 
'irtifiCie.l silk- yarn;· - _ 

' A.?.)lol'3l, a.ll 9.):"1;~ '; • 

AJ]..-~ ~~~~es; 
~erdl!oh~ ;.,wi.-n>iiliW'!Y ; . 
Sill!l ~ :<\ .-~~~ 
woOnei.·blaak~ ····k· ~~,. 
·~\iDB·BluO: , · · , 

• 

Pud D 62 •. 
PA.rt D ·os. 
Part D 5s. 

'P<>rt D'63. 

f'l1 ,Jil,~P: '9B·, 
~ '; _:. ' ' ' .. · : . . 

Those of bard cmTen. 
cy or1gm will 
continue to be 
cont.ro1led under 
item 6S of Part I>r. 

Supply of sugar at; 
"reasonable price "·is 
essential. 

Tinned milk and milk 
products may con~ .. 
nue unqer cc;mtrol .. 

'EJ&et>rioa\1 go<>do· of iadigenous manufao ture 
Wdoc:i and.- timber oth8r!t-~ tea~··,; ~·: · 19 .• f!R9~ ,iJ¥>lu<W,. ·~\lt!IJ"• 

--1 
"'I c·:i 1··_..-_.·t::-~ J"'IL -~V/ .f-·<] 1[., 
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We are aware t~at clock~ ~nd w~ttcpes are 10ostly of hqrlj. OlJlTency (S>9ijs) 

.,rigin. ·\Vatches however have to be Imported at the cost .of hard currency, 
lioi> primarily because we must ·\Iave them, but because the Swiss insist t4at 
'if 'we take' other things from them which we really need, we must also take • 
·sonle wcitches, the export of which forms part a: their traditional pattern of 
·.trade. Iu our Yic:w, it is desirable that these watches should bo exported so/ 
-that· the bard currency spent on them wuy not llli!Hll ~ total lo!?S of foreign ex­
chan·•e but only of bard currency, soft ourrency being obtained in substitu· 
.tim\. 

0 A somewLat shnilar consideration would apply to American motor 
·car~ assemblt:d in India., which are imported not because the American cars 

'arc essentiul for the counLt·y but in order to keep the assembly plants •mrking. 
Manv soft currenoy countries might be interested .in the import of Indian 

·assefnbled American cars. Luxuriou~ cars nre in any case not in r.ccord 
with the economic conditions of this country and if they have to be imported to 
Ji:eep the assembly plants going, preference should be given to export demands 
·for the finish~d cars. · · 

a. In auy exnn1inntion of the reasons for our present adverse balance of 
trade, it is customary to point out that owing to partition we have become~ 
importers of jute, C•Jtt~n and hi~es and skins, wh~le previously we were expor­
ting these .in substantml, quantit·Ies. True as this statement is, it does not 
present the whole picture. For the raw jute which came from East Benc:ral 
the gl'OW8!:' rec·eived m~ny goorls. Rnd services ":hich be" needed. Similarly fh~ 
eott.0 n irom West PunJab and Smd was not paid for so much by money as by 
the supply of goods~oloth from Bo:t_nbay and Ahmedabad,. coal and steel from 
Bihar. WhilP therefore a decrease tn our exports to the rest of the world can 
·be explained in part ~:Y 1·eference to the loss· of resources conseqmm~ on ynrti:.. 
tion th~ fact that ,durmg 1948/49 we had an adverse balance of iornde amoun· 
*in.g' to sowetbing like 5ll crores _with Pakistan must make us consider how the 

, .situation aro~e and what remedies are called for. • ·· 

9. To a very considerable extent, this adverse balance with Pakistan seems, 
to be due to the poliqies purs11ed b_y \I"· On the termina'tion 6! the stand­
still agreement in ~arch 1948, expor~ control ~Yas imposed in all its rigour dn 
goods and cqn1modities . going to Pakistan, while i~ports f!'om that country 
were allo\\·ed to con~e in freely. T_here was a feehng that. by denying exports 
and tpldng :1nports we were henefittmg our: peo1?le by ~ncreusjng the a.vailability 
of aoods to. them. The fact that most Indmn mdustnes had bet;>n meeting the 
:ne~ds of Pa]dstnn in full, thnt Pakistan \yas for them an essential market -with­
out which they could not '1\'ork to capacity and thut unless we pain for goods 
frorn Pak~sh111 with· goods from India we would ha,:e to ]o~e. !oreign .e:xchan'ge 
was forgotten. There was no rcrtson t"J hold thnt the . continued supply of 
In.di•n goods tc. Pakistan on the pre-partition scale would have l~ft us any the 
"\Verse; yet the supp\y of goods from lud1a to Pahis.tau wnR 1mu.le ~:dremely 
difficult. rThn::; "·h_l~ll nfte,r ngrl'Ping iCJ a quotn of . Bf)O,OOO bnlcs of ~ttou 
pieccgoods f.or Pakist:;tn, e::port duty wns reduced .~Y 15 per c~n~ .. ' it was decid­

·ed that Pakistan should still pny the 15.per pent. m another way as a surcharge 
to Government on the cloth supplied· to it. · ·This among other reasons caused 
palfista.n to buy ~nly .. 20,00? ba.leo> aguin~t ~he 300,000 bales and to import.large 
-quaJ?-tlt.e~ ~! · foroign· cloth •mto .. ;what t.~d'. 'for."age~· been·-''""" nabur!il :; :m.adcet. 
~b~~ ~ffedt m .·lfndia, apr.rt ;from.thll qos~ df ;~oreign ;~"epa_n~e •wa& a.lcum~lat!o'!-1 
Ofwrob'lckS~ •leadm"l7:f.o· o1o-sutetof some,·mdls. ··~·. 1 ·· ~ ··:~:., .<-<J J··:J·: 1<··:, ll· .. dC 

'
·l" I "J' ,, ,, , -\ ,. . . 

~_ .... ul.'l n·:.!l. r:;'._1: · ·t··-··:···~ ": .. r •. _x:-· u.: .. 
·. tp. J'f-e .~~~s~. th~_J; t)l!'r~ }s I', ~tr,on,g ,"-~~~i?n <9f p~?l,ic Hpini~n .i!' ,I.",akistap 

wbfch '" .l.mnbllll that that country shoul<i rely as httla as· pdssible· on :J!ndi&t't 
~111;~·- ''-' lt wooW.' ertc(!UrQge ·lth.e :imp<JPt .!)f g.Qa<jo.~ .,qth.<r.-®unt,Jtie~ 4f\'6ll 
it·dndi<~n sup.plier: we,ei 1r.e.E\~ilil' ,,aval\ahle'.at •. l'.e.aspl).a~le .• pri~: .... :jl'!J,e ·.,:PI'iir;;i~.f 



1:1 

whi?h we have pursued seom to have played complerely i'nto the hands of this 
s~ctto~. . There was a t:me when owing to export restrictions the daily esse~­
t~nl~ of life such as mustard oil, matches, hosiery, cloth ete., were being sold to 
Pak1sta~ by those who got export licences at very high prices. The conditions 
of scarmty created there stimulated the desire to .import from other countries 
and. locate new so~ces of supply. The other producing countries who were 

1
11nxious to push the.r goods into a market which had so far been closed to them 
exploited the opportunity to the fullest extent. 

11. The damage which has been done will not be remedied easily. Neve:~ 
theless, even now, if sound policies are pursued, w~ may be able to -regmn 
some of the lost ground. The first step in this cliJ:ection should be to remove 

•export control on Indian goods going to Pakistan. There may be one or two 
very exceptional items where Ind.:an supplies are so short that we have to 
spend dollars on augmenting them, e.g., iron and steel, and for these some 

• restriction may co:1tinue, otherwise, and particular1y is this trUe of tnonufac. 
•ured goods as a class, we should have no restrictions whatsoever on Indian 
goods going to Pakistan. 

I . 12. It is a fimdam.entel fallacy to think that when o,:.e country exports to 
\another, it is doing it a fa von;:- It is in fact quite often doing itself B service. 
Our export policy has suffered to a great extent from this fallacy. We have 
time after time restricted the export of articles not because we could not possi­
bly do without them. nor because the trade in them was not valuable to us but 
for other reasons. Aaain sometimes, when we have agreed to ·allow c::xports 
we .have hedged the~ ro~nd with such conditions regarding licensing, pric~s, 
dut>es etc., as to make fulfilment extremely difficult. Generally, such action 
has res~ted i'l loss to us no Jess than to the party to whom we were exporting • 
. Our at~1tude throughout is very different from that of other countries -who 
attach unportance to exports, They give every possible inducement to the 

· customer to buy. We seem to proceed on the basis that it really does not 
• matter, very .much .whether the customer buys or not. . 

13. There is again a special frame of mind unfortunatel;y: not . absent !n 
Government circles which (considers refusal to trade or putt:ng hindrances m 

• the way of exports a good'method of showing political displeasure.) The rela­
tions between two nations may be strained; they may quite often be extremely 
difficult and yet trade is generally unaffected. Very recently we have had 
instances of the totalitarian state of Russia selling manganese ore to the U .S.,A. 
inspite of the cold war between them. Sfinilarly Great Britain and Germany 
continued to trade with one another in the period between the two wars, e-:en 
when relations were very near breaking point. It is good to be at peace with 
all the world. It is better to have cordial relations with every member of the 
comity of nations. (!Jut to refuse to trade in the absence of cordial relations 
:s to show signs of immaturity. Export policy must be re-oriented. Its sole 

/'object must be to export~ · 

QUALITY CONTROL-

Much public interest' has recently been. evinced in the quality of Indian 
exports and in the measures necessary to maintain and improve it. There have 
been frequen~ complaints that goods shipped from India are sometimes ~eloW 
the standords or specifications agreed to by the seller. It has been po111ted 
out that failure to keep up to st!'ndards even in. a. few instances is likely to aJl'e.-Jil 
.tfe reputation. of Indian goods, m general and IDJure the country's export ·trade, 

2. When goods are scarce, the usual 1iendency is not to bother about qu..Utyi 
Tlie largest quantity is sought rather tb•n the best quality. No~ cnly n~e ;:os 
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<exp6rfiers·not 'ptepaied to reject Wha~ i>J:ley ':thems\ilves 'consider.iio•-be•;;ooauit;e.bll>· 
or unfit 'but evan the •buyers·•wolrld 'rather ·have •sub-atal'ldard ~o'ds 'thaingoo 
without' them. Agaiu, when prices are high, as they USIJally are in conditions. 
cit scarcity~ the il?niiuiner. often prefers ili;e;icir goods 'pi;>Vided: they a~e che'ap too 
·qwility goods· whiCh cost .more. In conditiOns ~f sc_srCity moreover.' . the . stand- ' 
ard ·of production often· goes. do:=, ~ods which . 1p normal condit~ons Wc;>uld 
never' have b.een produced begm to)ind " market. M;ore and more p~ople trY 
to enter a sellers· . market and: the. dilution· of. quality ·coritiuues. This ·antilysis 
is borne out by the fact th~t the deteriorat!ori. hag been _:no~ only in the .qu?litTJ 
of JnJian export• but .alS'o III the quahty ot uuports whwh we have receive.a 

I from other producing co'liutrie~.· . . ' . . ' '·" I 
a.· To a very considerable degree, .the' solution of the problem lies ·in · tbos& 

. general ·measures which,·. help the promotion iliid ·development 6£ ·expol-t 
trade-steps calculated to lower prices and increase · a·vailubi!Hy .. '~O· 
which .. we refer elsewhere. The question however remains "whether, . 

. in c<inditions· as they· are ·today,· something· inore· direct Bnd positive·. cannot b~ 
lion~· t? ':""intain . th~' •qualit;y of lridis'~ exports' ~Bn<l: ·the reputatien •of ·~ndhm 

• merchandise.· To this ··question we ·woUld. un:hesitatmgly' answer, ·~Yes' ~. · •4 
·;the same time ·the objective ·of various·-measures of•:qualityr cdntrol· sliould :b.., 
• fully ·realised. · Ally measure of' quality ··control· for 'export. purposes 'can · rhavo> 
but one objective,. the satisfaction of the consumer. ·Methods to ersure thafi. 

·'goods give the maXimum value·_for money :to the· consumer have their place·m 
the· internal' econbmy·'o-f _a· country. •When '·1t· com'es to exports; however,: the 
00,sumer must be given wh"t he wants Bnd there must be no attempt to get 
him to take something else which we may consider good, but which he doe~ 
:·not' waht. · ,.. 

4. 'l'he n1ain suggestions for· qtiulity control' of exports fall under the heud~ 
of: -{Stan<lardisation, prior inspection of shipments and deterrent action againstd 
those;oun_d guilty of "?alp,'actices~L •. : . ·' "" ·: ... ,. .·.. . . 

, --.. fi. 'rhe general·task of standardisatiOn pas at present been entrust~d ·to~h& 
·Indian Standards Iustitiltion: It has already 'prepared standards· for a number 
of commoditie• and is at 'present busy '.preparing standards for others. Th& 
enfOrcement of Sta.nda1~ds. is riOt- howeVer a· ·reSpons'ibility of the Institute n?r 
indeed are -these standards compulsory. · They -sre in their nature recommenda-
tions·· to'·milnufacturers and producers. · ' 

'The· first requirement ·~ .. a successful soh~me• of staodardisation· is itS accep-r 
'tance not' only ·by the· producer· but--also ·by the )consunter. If :the stmdai-ds 
' evoh'ed. are those which· rthe. co!llmmer finds ~bnvenient, his task of ·obtaiDi,ng: 
suppli~s 'of ·the· right kind· is donsiderably· simplified. .If in addition the CGD· 

·sumer]~as confidence'tha:t·there'·is & satisfactory ·machinery· for ensuring that. 
when prices are quoted for goods of a certam standard; ·:goocls of only 1.hut pm;ti­

:cular stBndard will·come .to.him, the flow of trade ·is made sr:~ooth nnd fre& 
- fi-Om difficUlties. · . · . . , 
. r' Su~li· lias been ·the .;.xperien~e ~f the .. tobaceo ·trade where· as . a· result of t'he 

·'in,troduoti?n: of ~ding the .. ov_erseas''buyer -is enabled to ·order particular graoles. 
Without hitch or·difficutly, while formerly he had to buy ~hem on a consignment. 
basis and make payment after inspection at destination. It does toot of course·\ 

'·follow that ·~he successful operation bf standardisation in respect of t<>bacco· 
"means that ·1to.would succeed for· .all pther ·nommodities. . . . , : 

For goods which are not the raw· matel,'ial pf industria) producti.on· but· ere 
consumer goods,. standardisation IX1BY ,actually cause 'difficulties. ' The tasti( of 

·eac!l'Irisrket''aild' e~eil.b£ cliislies' of1"11oh81u):lera in_·,.. 'market not·<bein~ .subject 
_.to 8tan·i!'rills,atiol}_ l)t,te~p~s. tp .sta~da:d~s? ~h? quality of supply would ·l:eS'Ult 
··izi: ,{1li$s· to the ·eitport trade:· ·Coinn!odities•like cloth and"tea are 'bbvmus·tin­
, st;a!r:cl!~· .wh~e '}v~' ~~ei'~b,ere, is'·llttle. sqop,e for 'standardisation. Indeed in ·both I 
.1 J! ,, .. .,, •. <J.. •. ! ... "'., t J •. ~ •••• '! ,. ··! ·- .1 : -· .•. l ' ...• - .• · '. ' :•·H9·bl:':on)>m- ·, 
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·ithese commodities, we consider that the only scope for standardisation is 41 
1 packing so as to ensure reduction to a minimum of damage i]1 j;rans~t. 

· " The main scope of standardisation must lie in ~he field of raw materials. 
' ;Here again an important limitation must be borne in mind. There are com-

modities for which each market may have ita own standard requirements. 'rhus, 
what is considered waste co~ton in this country is usable in others for spirning 
purposes. Likewise in other raw materia!&, each country and even each maJ'-

. ket may have its own peculiar needs. This is true of commodities like hides 
and skins, where different countries have different requirements depending upon 
;the process which they use and the kind of finished goods which they wish to, 

. market, mal)ganese ore where the percentage of manganese content require<J!-. 
lly different steel users differs and raw jute where each mill likes to buy the 
:varietiss which it has used before. For such commodities, no bard and fast 

'11tandards are .possible. 

It remains a moot point whether when standards have been evolved in res­
pect of suitable raw materia!&, they should be enforced by Governmen~. The 

• guiding rule should be to do ,that which would please the consumer mos~. Where 
;there is already an established and working machinery for determining the 
.standard of the exported raw material and remedying defects, if any, the en­
forcement of yet another test by O'overnment is not likely to serve any useful 
purpose and may well serve as an unnecessary irritant by delaying shipments 
pr by increasing costs. The question to consider is whether such an examina­
:tion is likely to eliminate the need for the examination which the shipper or 
ithe buyer or both themselves undertake. A rough and ready method of .decidino 
,on the advisability of compulsory standardisation is to see whether the goo&. 
are as a rule being sold before they leave the country or whether in general 
lthe~· go on a consignment basis, subject to acceptance and rejection by the 
buyer after arrival. In the latter case, the laying down of ~tandards .may 
prove beneficial, as for .tobacco. This might also be useful for mioa, where 
rejections' on the arrival of goods are sometimes heavy. Mica however pteseni.;c 
a somewhat peculiar problem in that even experts often differ and in the days._, 
<,r purchase by the Joint M;ica Mission, there were frequent instances of goods 
;which had been graded by the Inspectorate in this country being g-raded differ­
ently at destination. We understand that the Indian Standards Iruititution 
Is conscious of this difficulty and proposes to do no more than standardise the 
!dimensions of mica. A good case exists for evolving for shellac standards 
:which would be acceptable to the principal users of the commodity and ~ 
;which Indian production would conform. For commodities in which the im­
porting co uniTy. has certain standards, goods below. which are forbidden entry, 

lit would be advtsable to have not only standards lwd down for export buli also 
;their enforcement by Government inspection. ' 

One obj·ection to enforcement of standardisation by Governmenfi is Uiati If 
goods which go out with ~e official seal of approval, are found to be below 
standard, damage is done to the reputation of the country as a whole and noli 

"'f~erely. to that of the exporter alone. This means that the staff engaged for 
I mspectwn must be thorou~hly_ honest and that the '!'et~od of sealing should be 
such that after final exammatwn no further tampenng IS possible. We unde•·~ 
stand that in the case of sun-hemp which along with tobacco was also graded,-' 
~ere has been a great deal of difliculty, because the seala and marks attached 

• !l;o the bales have sometimes been altered. 

6. The same difficulty arises alao about commodities in which it is intended 
'to ">av:e quality control on!~ in Jhe sense of seeing that supplies are made 
ecoord!ng U> SBmJ?le az specifica .•• ons_ approved by the buyer. If .the Inspection 

. for this }'urpose IS to be effective, ,tt • may be necessary, to open 1md examine 
' .~!~_Package at the docks before lt, lB. ~Q~ed to be shipped, Thia. would be 
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<both extremely difficult and expensive and may Well lead to delays and aiS- I 

,putes which may do more harm than :the practices :they are. intended to stop. 

Even where there is no system of governmenlial control of quality or fuspe()oo 
-;tion of goods-and we would add that most of the world's commerce is carried 
.an without such . inspection-~ere are other provisionS' which provide j;o the 
·buyer the safeguard which he needs against the fraudulent practices of the 
-supplier in an overseas couniiry. There is, as a rule, a s~andard clause of 
arbitration in tha contract for each commodity which generally satisfies boJ;h 
·:the buyer and the seller. Many of the contracts entered into by Indian. ex-

. porters do not however ·have a. satisfactory clause abou~ arbitration B<ld i~ is 
1 f<iesirable that a standard form or perhaps a number of standard forms suitable 
'for di'fferent commodities should, where necessary, be evolved and recommend­
.ed for adoption to the trade), When definite provisions for such arbitration 
exists, there wou~d seem to be little need for Government to interfere in any dis· 1 

.pnte regarding any particular shipment. 

7. Where, however, the dispute suggests that the Indian exporter has noti 
merely failed to comply with the standard prescribed in his contracti but has 
actually attempted to cheat the buyer by giving him something which is entirely 
.~iflerent or where it appears that any particular firm,. whether of exporters or 
manufacturers, makes a practice of selling below the agreed standard, 
or where the e>.-porter at fault refuses to abide by the arbitrator's 
award knnwing that the aggrieved customer will not D,nd it worth 
his while to launch a suit in this country at considerable e>.-pense, 
jt should be open. to, and indeed, it will be desirable for, Government 
to take deterrent action. We understand that complaints received from 
Trade Commissioners abroad are referred to the Director GE"neral of Com· 
mercia! Intelligence for inquiry and if possible, for settlement. This arrange­
ment is not satisiact~ry. When complaints are referred, very often essential 
data necessary .for commg. to a finding are lacking. If for example the com-

. 'Plaint is about 11 consignment of piecegoods, unless a. siLJ)lple trJren from the 
actual cloth complained against is sent by 'the Trade Commissioner, it is very 
(li.f!icult to decide who is really at fault. Again once the complaint reaches 
It1dia, the investigation must be made pro1)lptly by an officer invested with legal • 
:tmthority for this purpose. The officer should moreover be responsible. f<?r 
.coming tio a decision within a .month of the receipt of the complaint. If 1t IS 
found that the offence is sufficiently serious, the party concerned should be I 

·-debarred from further participation in the export trade. 

8. The general trend of the argument above can be summed up by • sayii'ig 
·that the laying down of restrictions regarding 'the quality of expor!ior or t.be 
·appointment of an army of inspectors is not likely to be of special help in pro-, 
·moting confidence in the quality of Indian goods. Action should be aimed noti 
merely at stsndardisa.tion or qualijjy ·control bu~ at removal of dangerous or un- · 
desirable elements in the eXPort trade of the country. To s~ up :-< 

(i) Qua]ty control in the sense of preventing by Government enforcement 
-the export of anything which does noti conform to cerliain fixei stiandard •ho?ld 
·be applied in the case of those commodities where the laws of the importmg 
. countries are such :that ·the importation of anything below the stimdard is fo.r­
bidden. Examples of this kind are the various laws prescribed by the pnbhc 

·health authorities in ,U. ·B. A. and ·Canada governing edibles like oil-seeds and 
-spices. 

(ii) The quality of ·packing of commodities like tea and cotton piecegoods 
should be standardised ana adherence ,tio these stiandards. should be enforced. 

{iii) As. a rule nrhitre.tio,n. Should be relie!\ upon for ensuring thali llie quality 
·~f ~ij goodl »p~Jrtd canformi ·\o tilt '\myers' specifications. For .this purposo, 
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!itl!nd!ll'd ~.of arbitration. should be evolved and. recm:Dmerided to tlie Chiim::. 
b"')'c. of ,Commerce· for adoption . 

• , .. (ir) .:Where .. there iis_ ,a._,<)isti11ct, attempt to. cheat the. buyer or n ·prlictic-., of 
t!;elli[lg llelo'Y stnnclard )s. estnbl!shed, or. where. the .exporter refuses to corry oun 

• .1\liY _.uw.u<l ,.made l>y the arbitrators prompt inquiry resul~ing in bln~k-listing 
should follow. · . · ' . . ; 

. .' {~) Stlll.ld~r~s. which wifl ~a~iiitat_e th~ 1tra~~k'c~i~ll, ~~ -·~~~\~ •• ~ by, ~nnbJi~g. 
<}uotu.tiou~ to be ma_de_ with reference to, them,, provided they are. equ11lly w~l 
understood liy the buyer and the seller, should be prescribed os menus of lcfer­
.ence. . · , . ! ·!,..r.' 
,;,::(~l} st';;.;;da;;!f&~tion- ~r quality ~antral shouio n~t as .. rule be_ 'appll~il f.O. 

~ oammodities in which markets or buyers have their own particular preferences.. 

. I' !. 

TAXATION AND EXPORT 

~ '.: , It ~ay. be.· ~~id, a.s a ·g~neral rule,. that to tax eXports is ~o· reduCe_· e~D~rts-. 
Hence it is that the great. exporting countries of t.be world have hardly ever had 
6 tax .on. exports. In India. in the decade before the wor, the _only dutv on 
exports of any importance was on raw JUte and JUte goods. This . was clearly 
due to the monopolistic position of this country as t.he s~le s':'pplier of these 
commodities to the world. Towards the end of the war, dispanty be~ween the 
price• o£ exportable goods in this country and in the foreign markets became­

oso large that Government felt that it could no~ continue to allow middlemen 
to ha.ve the whole difierence,. and that a share should go to the State. 0\.e­

-cordingly, export. duties were ·imposed on .cotton, cotton piecegoods, tea, ,in oils-
and .oil seeds and ores and those on 'raw jute and jut,e goods were increased con­
siderably .. · It was thought• they would help the exchequer while doing no harm. 
to the trode. Moreover, the general outlook at tha~ time was to restrict ex­

. ports by fixing over-all quotas. 

·2, ·,Tbe position has ch~~ged con~iderably, and the 'change bas, for "soine' 
commodities at least, received the. recognition o£ Governm,ent.. Thus, tl:)e .d,uties­
~m cotton _.piecegoods. sod oils and. ~oilseeds, have been ~ bolished. , __ Tht;~ effec~ ,'or 
tb&' aboht10n has however been dilierent m the two .cases .. While there .has 
b_eeu s substantial increase i_n th_e export of cotton .text!~••. followi'tg tqe apoli­
tlOn of the duty, no perceptible· mcrease IS to be found In exports of ·oils and 
oilseeds. , The reason for. t4e diff.erence is that piecegood~ are 11 controlled com­
modity both as regards price .. and _m.argin and abolitJ.on .of th~ du.ty .. could .not 
therefore, mean a. rise in price .to the corresponding, exten.t, .. Oils and .oilseeds 
sre pecon,troUed and. tl)e abolitio_n.,of,.the .duty provi,ded,Jl. :welc.ome opportunitv 
to push _up priqes,_ It)~. thus clear that, though ,the(correct course\ at 8; fin{e­
when pr:ces_ are_ ~alling generally ,iii external;J)lark~ts _ _11nd it. is d~sired. to increase 
exports;\is to remove· all· export duties, we cal1not count. on satisfactory results 
following from every such abolition.. It is _for this ~eason that Inter '<_n we have 
not sug::;ested a removal• of the. duties on 'JUte and ·Jute ·manufactures; · 

• · · ._ .. · , o•t· ·: -:,~ : '• ,- · · 1 ' • : '·" .' -' • • • 

, , 8 .. Agoin, ·"'nc~ .a .. , <;luty l:t1ls !>een. lm}1ose,d,.Jt.moy, be essenti<1l· to trait for· 
1 it _ _.proper ·occasion,:b!3fore remO'[,IP,,g 1£; otherw1se. thP ndvantage sought- -tO be 
~•ven to_ th~ exl\orti.ng 1 i!l\ere~t .may _.not._pe as .e(fl'_ctive. as .H sliould bei .'T!jus 
1t woulcl not lie advisable to remove the outy on tea nt the p1·esent time . when 
there i~ no special. co~pet~tion _to _be .met. . Ce:y;IQn )'qs ~ .-highe~. clvt-.::- .and 

,Indon_e);Ian, proih!ction Is ,stJll bemg .bmlt ''P· At the sa~~ ti11']~,,, a~ iso~ri, -~~ 
~f~{l~~~~~l, <11'1f>ef ;the.~ ~utp. m_Uiit- be ptomptly ·removed:~budgetn!':V 1i1conve·nience 

1 ""fmot h~-- e,m:w~~r~n a_ sahsf~ctory exc~~~~; .It. s\JoulcTJ>e r~phsad :thnt. to. rely-
r~~--~~~~:{' ~-\~_t:~~~;<~s ·a.-~s~~-~~t-~,~1_1:~~ ~f _re~w~~ll~ ~-~ ~ost Jll!~ie.:nr~ril -i~1rlE>ed. oppO~n:_. 
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to every canon of fiscal prude~ce. . To P:"t a tax on some exportable commodity; 
ill order to meet a budget deliCJt IS to .. lllJUre· the ·export ti•ade ·and· thus· infhct; 
mucll.more damage ou. t.be fiscal system than·. the· revenue' brought. in by·i;be 
tax can repair. '!'he damage may not be perceptible' at onoe, The duty generally 
tends to atfect ·exports slowly but in the end conditions deter.orate· to such an 
extent'tbat it ba.S to be quickly removed. We·have now a duty on cigarettes .. 1t 
was hoped tbat it would do no harm, but it bas affected the prospects of the ex­
port of Indian cigarette~ to .Aus~ralia, wher~ o~ing. to a cut in Amer~o.an to­
Iiacco imports, the· trade had hoped to find a new held. Apart from this, the 
·imposition of the duty serves as tadff J?"O~ection to t?e dgarette industry in 1 

J?akisM.n, ·our nearest market, where 1t 1s JUst develop1ng. '!'here would seem 
'to' be a cleai• case for the· abolition 'of this duty and we 1·ecommend that it be' 
'immediately ·rescinded. · · 

4. P1·ovinces impose sules taxes on coinn1odities sold within their .boundaries 
for the purpose of obtaining revenue, but these sales taxes should not be a 
hindrance to those activities which produce foreign exchange both for the pro-' 
viuces and ·the Centre. Thus, to impose sales tax on goods which are to be ex­
ported is in effeot to impose an export duty on them and to that extent to 
make them less competitive in foreign markets. The decline in Indian 
·ex:r-m·ts is due in !urge measw,e to ·the high prices prevailing within ~the 
cow-. try. It mny be argued that the amount of the sales tax is so small as 
a mle that iL imposes a very minor burden. It should however be 
ren1ernbered that. even a small addition to an already high price may put a 
commodity. out of parity in a foreign ·ma-rket and may thus· prevent 
business bemg don~. '~he difficulty .about sales taxes is aggravated by the differ-~ 
e!lt · rates o£ levy lD dtfferent provinces and the different. rules aoverning the 
levy. Thus, it is not unusual for two provinces to tax the same

0 

article when 
it is in progress from a place in one province to a port in a third frotn which it 
is to be despatched abroad. (We would urge that the general rule be adopted 
that no goods for export sho'wd be hable to sales tax) ln this respect, the 
'example of Bombay and Bengal, two provinces which from their situation would 
Seern to have some realisation o_f the need for e~""Ports, deserves to be followed 
~hrlnighout the country. The loss which provinces may have to bea.r by obser­
vance of this rule will be more than off-set by the large advantarre of the coun­
t:ry from increased exports and the absence o.f vexation to expo~ters which at 
present is a far-too-frequent grievance. 

5. fu U.K. and in many other countries with a large export trade it is the 
normal practice to allow a drawback of the import dut.v when goods imported • 
into the country are re-exported. Again, when goods inlported into the 
country are processed before export, a similar draw-back . is allowe:l on 
export. Such assistance would be of considerable vnlue in this country. 'l'hus, 
the art-.>ilk processor, who pays a 65 per cent. import duty on his raw material, 
f• unable to compete in any foreign market.· Again, the so!JP manufacturer, 
tbP pharma~eutical· chemist, the piecegoods · exporter ·using foreign cottons, the 
fishing poJe manufacturer using Burmese ·bamboo and others using imported 
raw m~tedals-the. ~ompetitive'.PO,Sition· of all .thes7 would be greatly improved 
by smtable proviSion" of this nature, It 1s sometimes ·urged that 
imports of particular goods are allowed into the country for the internal needs 
of. · the country only •.nd ther~f~re rio question ·of export· ought to arise and 
consequently no need' for giVIDg" any draw-back. It •must be remem­
bered that processing within the country ii>creases the value of the commodity 
bv the value of the labour and· ·processing and that when: 8 finished 
p~oce~s~d commodity is exporte~, it b~in!l'l in. :foreign exchange ·equivalent llo 
~e ol"!gmal 00~t plus the exi>enditure Within this country plus 8 profit .. · In the 
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circumstances, it is in mo.sli cases advantageous to the country to have pro­
cessed goods exported. Nor should there be any objection to increasing the­
import of the particulo.r raw material to cover the amount utilised for the ex­
ported finished article in .order to meet the needs of the country._ Thus, there· 

llwould be no loss of revenue even on the import side whij.e the advantage in· 
foreign exchange from increased export is evident. 

6. A point relating .to taxation which seems to have caused real hardship· 
is the application of sections 42 and 43 of the Income Tax Act. The sections 
provide for the profits made by the overseas buyer being taxed in India if th& 1 
shipment to him is made by his agent in this country. The basic justification• 
for this lies in the fact that where the exporter is an agent and not himself' 
a principal, he may well ship goods at no profit in order to make all his pro­
fits abroad. With the principle of the sections no one will disagree. In prac-· 

· tice however, we understand a person who makes a profit af less than 3 per 
I cent. on his exports :s deemed to be the agent of the_ ?verseas buyer and the 
onus of disproving this lies on him. In present conditiOns, t.he number of com· 
modities in which a profit of 3 per cent. can be counted upon by the shipper 
is limited. 1.'he effect of this section is to make exporters insist on getting at' 
least 3 ner cent. because working on a lower margin would make them liable· 
to taxation on the nrofits made by the overseas buyer. (In our view, the actual· 
facts of each case "should be gone into and there shoUld be no such urbitrsry 

.t limit set) More and more as time goes on, will exporters be willing to trade· 
on merg>ns below 3 ner cent. and it would be reprehensible for the revenue 
assessing and collecting branch of Government to at~e.mpt to prevenh by its­
rigidity the earning of foreign e:o:change. Wide :publimty sh~uld b_e given to­
the fact that whatever Jibe practwe o£ the past, m future th1s arbttrary limit 

./will not apply. 

7. Yet another problem relating to incometax arises at the importin~ end' · 
and effects firms who set up their own offices in overseas countries fo~ the­
purpose oi selling goods of Indian. origin. The prob_lem here is of the firm '11-
prollt• made in India being taxed m overse!'s countnes as a !!art of_ the profit 
msde on the sales there. In other words, if a manufacturer m India sold his­
goods outri?ht to an importer in anotJ;ter country, the importer would :pay tax. 
on the profits which he made on sellmg those ~oods. there. If, however, the 

··manufacturer had his own agency house for selhng h1s goods overseas and ex• 
· ported to that agency house then the agency house would be called upon to­
:pay a tax not only on the profits made in th_a.t oou!"try but ':'!so on the pro­
portionate profits made by the manufacturer m Indta. Thts 1s a verv diJ.·eot 
discouragement to the setting up of branches abroad, and thus to the "increase· 
of exports. The specific case which has co_me to our ":oti?e is that of Xew 
Zenland. It is not so much that any foretgn country mststs on beitt~ diffi­
cult about this matter but that it wants reciprocal concessions in thi,;' field., 

LJ;r e would urge that bilateral und~rstanding_ on this question _should be reached· 
with as many countries a• posstble, partiCularly those whiCh are importan1i 
markets for Indian exports, reg':'rdless of ~hether from the purely revenue 
point of view, the arrangement wtth any parttcular country appears to be more 
favourable to India or to the other party) The ve17 fact of such restrictions' 

'prevents the opening of branches. Thus the loss this country suffers is not to 
be assessed by the amount of tax co~lected on the other side but by the los~> 
of business arising from the non-openmg of these branches. 

8. An inducement to exports, not likely to cost Government over-much, 
while at the same time furnishing real incentive, would be a ref;und of income~ 

, tax on a percentage o£ the profits made from exports. A scheme could beii 
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· wurked out comewhat on the: following Jines:-
Assuming 1948-49 as the base-year, if a firm exported in 1949-50 the 

same quantity as in the base-year, it would be given a rebate on 
10 per cent. of the proportionate profits it made from exports., 
H it increased its exports in 1949-50 by 25 per cent., the rebnio 
would increase by 5 per cent. ·and another 5 ·per cent. for eyerJii 
further increase of 25 per cent. over the basic figure. We are 
not ·altogether enamoured of any such scheme, but we do feel 
that in times difficult as these and wij;h more difficult times 
ahead, some special incentive may be very desirable to keep ex- • 
.ports up and to increase them. 

FACILITIES FOR EXP.ORT 

. 'l'he transport bottleneck, to which all the country's ills were ascribed • 
.: year ago, has now ceased to be a by-word. It is admitted that there has 
been considerable improvement in transport. So great, however, is_ t~e 
reliance on transport of practically every commodity exported that It_ . IS 
necessary to keep a very special watch on the movement of such commodities 
te ports.. We understand that though instructions have been given to the 
regionnl control authorities to accord priority to goods for export particularly to 
a hard currency country, in practice, some difficulties remain. It is not easy 
always to establish that a particular consignment 'going to a port is in fnct meant 
for e::>..f'ort. In ma.ny instances, the consignor may not be an exporter at a).L 
Even the consignee himself may not be tbe exporter. The evidence of an expor!l 
licence, which is some times asked for before the grant of priority, is not always 
available with either the consignor or the consignee and in the case of dec011-·1 

. trolled commodities, it does not exist at all. The real and effective solution • 
of the problem is to give high priority to the movement · to a port of tho~<> 
commodities which are known to be of inlportance to the export trade. Th•s 
m~>y mean that goods meant for local consumption at the port also benefit to 
some extent. On the other hand, there would be the advantoge tbnt wheno 
an overseas enquir:v is received stocks will be available at the ports to meet if.. 

2. Particularly important is railway transport for our exports to Pakistan. 
We were assured that wagons were being given to goods covered by the Indo­
Pakistan Agre~ment. There are, however, many commodities uot C·)Vered by 
tbe Agreement, which normally do go to Pakistan and exports of which to that 
country we wish to encourage. In the absence of any general instructions, ~u~h 
consignments required to be sponsored ad hoc before they get the reqUisitE> 
transpott priority. One of the reasons for this is the fear that the consigmnan~ 
may need an export licence which may not be available. We feel that the 
railw~>ys should be told to book every cargo offering for Pakistan, merely giving 
preference to the agreement commodities. If there are any commodities which 
Government does not wish to be exported to Pakistan. the task of stopping t.he 
export is clearly the responsibility of the Customs staff, and bv rele!l"ating H> 
to every station-master all over the country, the ·prospects of'Indo-Pa~istan 
trade are not inlproved .. In general, no shipper is likely to book goods without>! 
:making sure that export will be allowed, because the Joss to him by detention­
of goods at the frontier is likely to be considerable. Of special irnnort(lnce iS. 
the role of transport in supplies of cotton piecegoods. to Pakistan. The boycott 
seems so far to have been concentrated in Karachi. Both West Pul;ljab and 
East Bengal appear prepared to . take :fndian piecegoods. .Coastal shippin!l" 
freights at present being high overland· in(!vemelib :will also n1ake Indian-. good!' 
'Cheaper and therefore more attractive. · · · · 
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3. Yet another matter connected; with. tr .. nsport, r_equiring urgent attention 

, is railwS;;)I freight and jt~, application i>l' .. export, coJ:!llllodities, I;n, the old days, 
. it used t9 be, a· sta;nding. complaint". tb,a,~ fi:e!ghp ratEls, -.y_ere so designed as to 
.'ffiCilitate, thl' exp_ort ,of.ra-.y. materials., an4. the import of manufactured goods. 
, .Jn either e_vent,, the policy, it ·'Ywi ~rgued,, waa detr4n~ntaj to Ip.dian industry. 
· J;'ru;tly with "' view, t~ me!jt,this, critici!;m: and · partly, tp maximise railways 
, re"~<enues,, tPe policy now, in. fqrce, i,n, fi:x;i,ng railway. freights is to. charge whatever 
.'c.the. trafic will bear,. We haye been told that t)fe provisions of the Railway Act 
, _prevent discrimination, in t.4e matter of, freight-rates between one class of users 
.. and. ai)oti)er. ln. presenj; conditions., having regard to the fact that pric~-resis· 

tance to Indian goods is increasi!)g daj.ly, it is c!early desirable that freight to! 
i-he ports should be given substantial advantage. That even at the existing 
rates sufficient bookings are available does not mean that export demand is 
present to the same extent. When, as has been the case. until very recently, 
·h.'ansport is short, if the freigh~rate for a particular commodity is too high, 
·there would be no empty wagons to bear witness to the fact because some other 
·.commodity or some other consumer will fill the space. The mere fact therefore 

·1 tl1at there has been no dearth of gooP,s- being offered to fill wagons is no indi­
'. catioa that the freight-rates. ar.e not uneconomic, from the pont of view of the 
i -export trade. 

4. One of the chief ways in which industries are kept export-minded in the 
1"' United Kingdom is by givin'{ them special facilities in regard to raw materials, 
.n1otive power etc. The systr-m of controls in the U.K. is far more extensive 
-thai'. in India and the fact, t11at an industry or a firm, which exports more to 
dollar areas, is treated more liberally in the matter of raw materials, is a power-

' ful inducement to keep up exporls. We in this country should atleast try to 
'-ensure that e:>:port industries do not suffer on account of a. dearth of raw 
. materials. The most imporlant raw material from this point of view is steeL 
'Some exports require tin plate for packing purposes, e.g. cashew nuts to the 
U.S. A. Others need iti as an essential ingredient of manufacture. It has been) 

·-represented to us that the leather goods industry as w?ll 1lS the bucket-making 
.nnd steel furniture-making industry could do far more m the way of exports 
• if they had the necessary amount of steel made available to them from 
• controlled stocks and did not have to get it. from the black market. Then again 

there are export industries which require steel not as a raw material but for 
purposes of maintenance and replacements. One big exporter of Manganese ore . 
. for exnmple, has complained about difficulties in getting a few odd steel items' 
·insignificant in quantit-y. He should ordinarily have been able to get the~ 
from the provincial quota, but failed to do so because the Provincial Government 
had no particular interest in exports. 

5. What is true of steel applies equally to other scarce .commodities like 
•cement, non-ferrous metals, etc. A general announcement that special and 

• expeditious consideration wilt be given to requests for raw material needed for 
-export trade purposes should. produce good results, provided administrative 
:machinery is at the same time set up for the quick disposal of such applications. 

6. Many of. our export industries need raw materials, packing materials 
·stores and spare parts, which have to be imporled. Some of them may eve,;_ 
need to import new plant and machinery in order to .improve their efficiency or 
~xpand their production. It would be wrong to al~ow: restrictions on imPort 
pla~ed on account of shortage of foreign exchange to result ill. any diminution 

_of_ rmported supplies reqt~ired to increase exports.. Where it is- clear. that- the 
1mport;;d _requirements are ·such as. are not 1ikely to. be needed for domestiG 
<Jonsumpt:ion and the sole purpose, of, iwports. is, to. maintain1 or, raise the level of 
-exports, 1t would be advisable to place tbel!l, on BJ!, opel!, general licencE\ for 
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.import purposes.. When .however licensing restrictions are necessary to ·.frevent 
undply .large imports ,which. may .or may not. be :wholly. :required ;fo:r. the.purpose• 
of the export trade, every facility should. be given, .to the export industries to 
-obt<1m their requirements through such channels ae suit them with as few 
formalities .a~ . possible. 

7. Elimination of delay in shipment would b.: a great gain to the export 1 
·trade. Delay. in shipment arises from many csuses. There may be difficulty 
in obtaining licences. We have attempted to suggest reduction of licensing to 

.as gt'eat an extent as possible. Where licensing remains, the· officiala issuing 
Licences should be impressed with the feeling that they are. there primarily non 
in order to refuse licences but to facilitate their grant in all reasonable cases, 
The present practice of making three different ministries of government res­
-ponsible for export licensing means considerable h!ll'assment Jio the trade since 1 
.it· is not always known by which Ministry a particular co=odity is licensed. 
·we understand further that even in respect of items at present licensed by the 
.Ministry of Commerce ad hoc consultation with other ministries is undertaken 
in many cases before a license is given or refused to the applicant. Such 
consultation often causes much delay and by the time it is finished business 
may have been lost. It is essential that the policy governing the export of eacli 
controlled commodity. should be. settled periodically and its implementation I 
left to the executive with power to use its own discretion in cases needi~& · 
urgent decision. not covered by the policy laid down. 

8. Again, there are delays in Customs. Commodities which do not need 
.llii export licence are of~en no~ pas~ed by the Custom~ unless a certificate to 
'indicate that no licence IS reqmred IS produced before It. In other words, th" 
~hipper has to go to. the export control, whether the commodity is controlled 
1lr not. In our view this is entirely unnecessary and should be prohibited • 
~orthwith. Shippers complain that on ?cession the time taken in (!ettio(! t~eir 
~ipping hills passed through Customs IS so long that they even 1mss shippmg. 
'Particularly is this true when the consignment has .to go by air and a delay of 
'lven hours may mean a considerable loss. We are told for example tha1J 
~amples of tea which »•P to be flown to U.S.A. aud nanada in order tha1J 
~he buyers there mny cable their acceptance, get delayed for t.hree to four 
Uays on account of Customs and other formalities and in consequence some.. 
times the businet:s is lost. The fear of smuggling of Indian goods out of the 
"!onntr.v, which was Fio prominent in the minds of the Customs authorities 
during the war years is probably no longer justified by the present position. 
LJetailed and careful scrutiny of each consigoment physically as well as the • 
time taken in handling the documents sh~uld now be appreciably reduced. 
Tbe prevailing high price for goods in this country means that goods are more 
liable to be smuggled into the country than out of it. 

9 Apart from Custon1s and export licensmg, there are formalitie"s connect· 
ad with the filling of G. R.. forms which are sent to the Reserve Bank sa a 
guarantee for the SutTender of the foreign exchange earned. Obviously there 
cau be no relaxation of this restriction. It has been urged that snmples as 
a..olass should be excluded from the G. R. form procedure. On the other 
n:anrl, we huve been. told that there have been instances w)lere the exchange 
<Oon:rol has b_ee';l evaded by the despatch of a large number of. small. parcela., 
While apprematmg. fully tho difficulties of the exchange control·in this respect· 
owe ~ould suggest that it sho~d. be pos~ible to exempt. sainple parcels of 
particu}ar, .classe• _of goods gomg to certrun co11ntries from such. restrictiollll.l 
'l')lus·, It 1s not, likely. that any one would. ship tea to U.S.A. by air fr•igh~' 
ill· order to accumulata .. dollars there. By. dispensing with 'the G. R. form. 
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·iproced.ure, therefore, ·we have nothing to lose and a great deal to gain. s~ 
<!Mly; there might be other commodities where after individual examinatloa 
it may be poseible· to grant exemption. 

·.. 10. Yet another source of difficulty to the export trade is( congestion at th<> 
docks.' Indeed so great has been the congestion in Bombay that shipping 
"'eights to and from Bombay have been increased by 25 per cent. thus making 
Indian goods more expensive abroad than they already were. This is a mosfl 
deplorable state of affairs caused very largely by the failure of the proper 
auhtorities j:o get work done, and of labour to do the proper amount of! 
work. Nor is this a transient feature. The congestion has now lasted for 
several months. It is all the more surprismg that this should be so, when i~ 
is realised that during tho war in the Port of Bombay, one of the principal 
.centres of import, both of war material and other goods, the tum-over of a 
ship took much less time than at present. We are told that some improve­
ment is taking pla.Ce and there is hope of further improvement, perhaps as a. 
result of the reduction of the import programme. We see no excuse whatever 
for the state of affairs resulting in this additional levy on Indian trade gene· 
rally and Indian exports in particular, and we would urge that every step be 
teken to improve conditions in the port and have the extra levy removed. 

11. 'While on the subjec~ of shipping freights, we should like to mentioD 
• the extraordinary situation in which coaSlal shipping charges are very :nucl> 
'higher than the cotresponding railway freights. This has a verv serious effeat 
not only on internal movenwnts but also on our trade with Pakistan, goods 
to whi<;h country often go by coastal ships. In particular, the supply of coal 
to Pak!stan would be easier aud cheaper if the freight-rates from C~lcutta to 
Karachi were more reasonable. One of the principal reasons for carrymg goods 
by sea from. one port of India to nnother was the low cad-ying charge as 
co':'pared With railways and, indeed, the ralways used to have to keep their 
freights down +o get full loads. We think this matter should be· examined: at 

1 once by a really eompetent and independent authority. It may well he a· 
case ?f charging e>erything the traffic can bear, especially in. view of the con>· 
parabve shortage 0f wagons and ·difficulty of loading by rail. 

12. For the development of out· export trade it is important that we 
should as far a~ possible have direct contacts with countries which consume 

• ou: p~ducts. Accordingly representatives of importing houses in overseas and 
adJOini~g c?untries should be given ever:v facility to v~isit this country in order 
to get In direct touch with Indian exporters and to acquaint themselves with 
the. nature of supplies available for them in this country. We tmderstand that 
?Wing to delay and difficulty in the grant of visas, many ·a potential customei'' 
w turned awav. We would strongly urge that permission to visit Irdia to 
those :-v~o are likely to be interested in Indian goods be given quickly and witih 
the mmnnnm of formalitv .. 

GOVERNMENT MACHINERY 

.''\though it is true that in many matters, exports depend upon conditions 
whtch are outside the. sphere of Government activity, the existence , .... f a proper 
.org"?i~ation within Government charged with the direct responsibility of 
ob~mmg and supplying knowledge with regard to export commodities and 
havwg conHnuous infornl~t.ion pouring into it about the progress of export'S 

• ean b~ of great value. Most modern Governments have a Doonrtment of· 
Overseas trade or even a specific Export Promotion department, ·either as an 
indepe~dent section of Govern.rr;e!"t or ao a bran~h of an important ctep~rtment. 
lin India the general responsibility of encouragmg · exports rests With th<>' 
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Ministry of C~"?lllerce. ~here is however no specific department or ~o­
depa;t:znent wnwh. co-ordmates every aspect of export polio . · The fusli 
reqt~1s1te for effective Government assistance. to exports is in 0 ;;'. view th . 

,fsettm.g up. of such an Olflanis~tion. Its exact form must depend upon' th! 
f'!nctiO;n-; 1t ~as to exermse. { In our view, it should collect informatiOn and-~ 
dtssemmate 1t. ~t s~o.uld wat~h. and. suEervise the progress of exports. n 
~hould remove dzfficu .. tzes, ~stratzve, internal or foreign, or <:conomic, 
~· It should give gmdance to exporters. It should take all rr.easures 
nece•s;;>•Y. for the spread of Indian trade by publicity in all its ·forms withOuH 
and wtthm the country.) ' · 

2. If the functions described above are to be exercised successfully ,. 
separate organisation is clearly necessary. It may be either Tl'ithin ';the 
M~n~stry of Commerc:, o~, preferably, ns an independent entity under the same 
Mu;uster. The orgamsat10n nee~ not be large. A capable officer in charge·' 
asststed by three or four subordmate officers, efficient not merely in the Secre­
tariat. sense but with some imagination and initiative, should suffice to make the· 
machme pulse . It should have local officers at the main ports. 

3. We give in some detail what we consider the duties of this orgaui>ation, 
should he, as we feel that its efficient functioning will he of considerable help· 
to the export trade of the country. For every export co=odity, this organisa• 
tion should have full details about the internal production with any changes or 
varjatior•.s that may occur from time to time in it together with the- reat-ons 
for such changes. It should also have full information a.bout the demand for 
each such commodity in foreign market.s, the prices prevailing from time to· 
time, the activities of our competitors in each of these markets and the likely 
trends a,.; they develop. Having obtained the information from foreign sources,. 
it will be it• duty not. merely to publish it now and again in a Government 
bulletin or commercia~ publication but to see that the information reaches the· 
particular interests and sections concerned with the export busineqs in tha~ • 
commodity in the shortest time possible. For the collection of the information 
we have described above, internally, it will have to rely very largely on other 
departments of Government, except, of course, that it will have to keep in close· 
touoh with at least the Associations dealing with the principotl export 
conunodities. · 

4. For the collection of information from abroad, the main source will be· 
the ':tradB Commissioners in various countries. From the reports frc.m Trade 
Commissioners which are being published. we find that while many oi them 
contai!' able expositions of the development in the economic life of the 11otiori 
to which they are accredited, very few indeed give specific and definite in forma-\ 
tion about the position regarding articles which India exports, the markets in• 
which it is interested and the possibility of the expansion of these ''xports. The 
principal function of a. Trade Commissioner, as expounded to us by more than· 
ona foreign Trade Commissioner whom we consuJted is the (_nourishing nod 
expansion of export trade) Tha~ does not seem to be a view lield by most of' 
our Trade Commissioners and we would recommend that they he c]egxlj" 
informed that their work will be jud!red primarilv according to their efforts to 
increase India's exports. All this, of course, is on the understanding tha.t 
S'Uitable people are recrnned as the Trade Commissioners. Trade Commission~· 
should, apart £rom a good general educs.tion have a grounding in economics.; 
Ability to learn languages quickly is also of value. In fact, as far as :uossible 
only a person knowing the language of a country should be sent to it as • 
Trade Commissioner. If this is not practicable his appointment should be 
made conditional on his learning to speak at least that language fluentlJ 
within silt months. He should have sufficient knowledge of the · t!l'dinar1 
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;technique of busin~ss t(! cdlderstand a discussion by businessmen about busineas 
~generally. He shou!d also, have a general idea of the principal p-oducts 
·exported by this. country, the raw material and the processes that go to their 
· ~aking. Besiq.es integrity, the other personal qualities most ca.lled ~or are a 

1 genial nature, cheerfulness and ability· to argue a weuk case -.,itbout 
·becoming heated · or embarrassed. Trade Commissioners should be properly 
·trained before IJ.ppoi!ltment. It would be advisable t<> insist on their q ua!ifying 
in a special' department examination before they are sent out. Their useful· 

·-ness•. we feel, is greatly reduced by frequent transfers. When large sums have 
·been apen~ in sending them and their families abroad, there seems little point 
in moving them around, just as they have begun to establish C'!ontacts and ( 
know the people among whom their work lies. Jusf as the organisatiol! will 
rely upon the Tra_de Commissioner for information so it must see that it keeps 

•· him up-to-date by supplying bim with all the latest information regarding 
'export commodities and developments. 

5. The organisation must keep its statistics abreast of imme:l.inte h;oppen­
ings. It should know from week to week the progress as regards eJqlorts of the 
principal commodities. If it finds. for instance, that two weeks have passed 
and scme particular export-s are falling behind it should immediately ascertain 
the reason. It may often happen that prompt enquiry will enable it to settle 

·some difficulty which otherwise would not have come to its notice for a 
considera~le time. Further, it may be able to give some help to, or •n-ge some 
action on, the trade which will immediately lead to the making up of the 

·deficiency. Thus, port facilities may not be up to the loading required. If that 
is known, the organisation can probably contact· nt once the Chairman of the 
Port Trust and obtain results. Or perhaps somebody is cornering shellac, thus 
belding up exports. The organisation might immediately initiate remedial 
actio·•· Constant knowledge of the progress of exports of each individual 
contmodity, combined and compiled regularly will give a complete picture of 
the merchandise item on the payments' side of the balance of payment chart, 
so that it will be comparatively easy to prevent a large gap developing, because \if it •hould appear that inspite of all action exports continue to fall, rhrtail-
ment of imports at a very early date will be faoilitated, 

6: <?ne of the principal tasks of . the organisation wou~d ~)e to hnve 
restrwttor.s against the. import of Indian goods, wherever they ~x1st, remove_d. 
It would prepare cases and see that they were urged properly by our diplomatic 
representatives abroad. By reason of the very close touch in w'hich it \vould 
be with our trade counsell~rs, immediately ally regulation affecting trade c-nme 

-ont in a foreign country, it would gauge its effect on export business end advise 
tr~ders accordingly and if necessary move for modification or change. Should 
prrces abroad seem to show tbat our goods cnn no longer he sold c0mpetitively, 
it would ~x·amine at once what reduction was possiUe either by wa:v of rLmoval 
of duty or cess or by way of persuasion of the business interests roucerned to 
reduce margins of pro6t. Such an organisation would, apart from the 
·imr.>ediat,, future, also attempt to think out in practical fashion the possibility 
{)f thP. expans!on of various branches of our export trade in countries where it 
has become either st.atic or in other countries where it has not vet penetrated. 
Thu< for instance, had such an. organisation existed at the present time, it 
might .have thought it worthwhile to consi!fer on the removal of the ~xport 
duty on cotton piecegoods which further m~rkets would become interest-ed .in 
-obtaining supplies of Indian cloth. It would have known the prices prevai~ing 
t~Jere, the freight charges from !ndia t~ those ports, the tastes of the people 
and would have been able to give Indian eJ<porters considerable guidance on 
the development of their trade. .Puhl,icity in the form of participation in 

•-¢ibitior: ~nd fau·s, putting up of show-rooms, issue of literature-pictorial and 
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otherwise-!Qsert.ioll of .. articles _.deali~g with particular products in foreign ne\vs­
pap.ers, al. ~h~•Awo~ld fall Wlthm 1ts. sphere and it would have ta see that the· 
~es~.. vu,l~e. wa~ obt~med for e.'~ery rupee s~ent. It seems. to us that such an 
Qrpl.n.snuou_ '":auld fill u considerable gup m the country's administ1:utive and i 
traclmg ,eqUipment. -

7 .. It has been sugge~ted in the ~ection dealing with qu-ality contrOl that.' 
madnner;y: should be ava1lable _for the immediate investigation of complaints­
from fore1gn deal~rs whJCh pomt to fraud or systematic supplv below 
specificutions. or ~allure to accept nruitration awards by !ndian export~rs. This-

' orgamsatwn wou1d seem to be the inost appropriate body to deal with 'such • 
' compluints. If the n.umber of complaints was ]arge, one of itS junior officers·• 

could ~e put o!"- spemal duty for the pi1rpose. Otherwise, he could be ckputed 
frpm timt;: to ttme when such complamts aro!!e. 

SOME SUGGES'riON EXAMINED. 

we iu this country are often accused-not always wrongly-'--<lf being imita- _. 
tors. This Committee however does not propose to accep~ every remedy or ex­
pedient which has been adopted in foreign lands, or even m England, the coun· 
trv that for long has been our model, unless it is satisfied that in our own con­
ditions the expedient will prove of real value. Otherwise it would be simple to· 
say "they have a Dollar Export Board, let us also have one; they have a 
'!,fade Research Organisation, we must put one up too." Considering the com­
modities which we export, both these organisations would, in our opinion be· 
otiose. '\V lint: will export n10st of our principal commodities is competitive ·pr:ce· 
a.n'd the quality which the consumer wants. If we .can give that and in addition 1 

can offer redres& in case of real hardship caused by the exporters' mischief; 
that ')'ill do much more than special bodie" for export. promoting, eithert.o the 
hard currency arPRB or elsewhere. Market research of the type done by BETRO· 
is also not really so important for our export commoditias as for the consumer· 
goods which form a ve:ry iruportant portion of the exports of the United Kingdom. 
We do not wish to· detract in_ any way from the usefubaess of full lmowledge· 
rihmit the tastes of the buyer in foreign countries, but we feel individual sur­
veys 'by 'people primarily concerned with exporting the particular nrticle, com­
plernentecl, by a continuous flow of lmowledge through our Trade Commissioners./ 
would be more useful than the setting 11p of a costly organisation for the ex-) 
press purpose of scientific resenrch- into tastes. 

2. Anotber point in ~hirh .:we _are a~ked ta adop~ western practi~ is _th~tJ 
of b~vi~g ~malL'co:yuci~s. fqr. eneh 1rnpo.r_tunt commod1ty; _These c?uncils, 1t. lS·· 

felt. ~ou!cl .~<; cor.;>enient,\Jodies for Govemment ta obtam ipform~tton regardmg 
any specmls1tuut10ns or grievunces. In :the. West,. these counCils have deve- · 
ll'ped into very u~efulbodies particularly_ becaus~ of the permanent stall' e"'!ploy-. 
ed by them, wh1eh through a long per10d of years, has become expert m all 
the d•tnils of th& manufacture nnd export of ~he _particular commodity con­
cerned. Tnb staff, well-paid •. Wf!Ieduon\ed .. competent 'ind devoted ta the­
~ntPrest · Se~~d,, is nb1e to. repreSent .. ~he .~aae i~. d.isctis~,_ions with (!o:vern.ment· 
••n·l nrgue w1th officials on the level and .10 the manner which they understand. 
The nsofnlness' of the councils "depends larg.ely' Oli' the staff. It would' be :utile 
to hoi'e ·that ~uch. stnff Cqp1d ·b~. ma·~e Rv~ilab~~ eVen' 9ft~t:· Severa\ years .by Coun·. 
cib o! t~e sarr"' natnr~ nppi>i11ted here ... Experience snows tha~. much bigger· 
org·~m.snti?ns .to? ge~er~!l:v _}a?~ c;o_mp~!e:~t .. s.t.at:£:. 1: .. In .. _th~. C~~.~umst~DC(}S tl1e, 
rn~merls. 1f nppomted. mrg]\t se;ve ~ ln?1t~4 Pl]!)?.?se,, , ,At}?~ .sarpe time., the<. 
1111g_ht: be a dim~er t_o_ tne fortriab0.11 ol_bl~n:" an~ ,•9,q'!rat.e-,o.rm1on, by .O.ovcmmen~ .. ' 
as m present. coniMions · they m1ght well he: dommate<l' by · tlie most powerfuV 
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interests in the trade of the particular co=odity. The very fact of the exist­
.en~e of the Central Government organisation which we have proposed will !hake 
it easier for exporting interests to convey suggestions and information to it 
promptly and we feel certain that whenever any situation arises needing ins-

• .tant action. there -will be no hesitation in approaching this organisation, more 
.especially if it functions as it should .. 

3. An idea that has been bruited about recently as a panacea !or all ex-
• _port illo is the :l!!xport Credit_Guarantee Scheme, '£his,_ it is hoped i>y those 

_who put it forward, will increase exports very largely because it wil1 guarantee 
payment to exporters. They will thereby ship large quantities on consign­
ment basis to importers. and countries even if they have not traded with them 
before. The British export trade guarantee eorporation is in reality an insur.-. 
. ance scheme with policies to cover various contingencies. It la.ys down that 
at least 10 to 15 per cent. of the risk is always carried by the shipper and it 
involves a payment of quite a respectable amount for the benefit it confers 
·by meeting the liability if owing to one of specified reasons, the importer does 
not pay. ~be scope for such a scheme is very limited in India.) The nature 
of our exports, the traditional ties between exporter and foreign importer, the 
absence of political interference with export trade in most of the countries to 
which we export, all these make such a scheme unnecessary. Moreover in 
-order that insurance should work satisfactorily, the number of insurers must 
be quite large and the business must continue regularly. In the U.K., for 
instance, a shipper taking advantage of the scheme canoot pick and choose 

··the consignments which he will insure. He must insure all consignments he is 
~xportin_g to· a particular destination. Apart from other considerations, there 
JS not likely to be that amount of business which would allow su~ a scheq>e 
·to be worked successfully and, in all the circumstances, it would b best not to 
·waste further time in consideration of this and other similar project but to ap­
·:ply ourselves f,o the real remedies for incrensing exports-reduction in price, 
u•e of good material and suitable workmanship) 

' 
4. Another idea that from time to time is put forward is that of the(estab­

"lishment of free ports and free zones) A free port is defined as a. port-city or 
town-in which goods are free to arnve, to be kept, processed and exported. 
·They pay no duty nt all unless t.hey are rr~oved from thE' porh area to the 
hinterland. The idea of having the cities of Bombay, Calcutta and Madras as 
free ports is undoubtedly attractive to the inhabitants of the cities, hut in view 
-of their geographical situation, it would be quite impossible to prevent large 
scale smuggling of goods from these free ports into the country proper. More­

--over, at least Calcutta and Bombay are themselves very large consumers o£ 
imported goods so that the scheme would mean that the inhabitants cf these. 
cities would pay no duty on irpported goods consumed within their limits.' 

I'The. adoption of any such scheme might well mean a loss of 50 per cent. of 
.our 1mport revenues. 

5. The other suggestion of a free zone covering the port area alone and 
not the whole town seems, at first sight more feasible. Rere a particular portion 
of a town conld no doubt be demarcated and by stringent watch and ward and 
pntrol, movement of goods from it to the rest of the town could he prevented. 

-The efficiency and the value of s free zone however depend very lamely on 
the excellence of the port facilities it can offer. We have referred

0 
to the 

• state of congestion that delays shipping at least in Bombay and Calcutta. An­
other point to remember is that the nature of our trade is not such as to lnclud~ 

·very man:v articles which we could process -and re-export from these· free Ennes . 
. •Ca,shewnuts and diamonds seem to be about the only two. ·We have--advocated 
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,.n druwback of imports duties in the hope that this will lead to a. large re­
export of processed goods business. When that occurs, it may be desirable 
to re-o;:oamme this idea in the light, of the conditions prevailing. Until then, 
expenmture on such a. scheme would not be co=ensurate with the advantage 
to be gained from it. 

PARYUI 

COMMODffiES 

JUTE MANUFACTUREe 

About a third of all lll<lia 's foreign exchange earnings in 1948 came from 
this co=odity ar,d ti6 per cent of hard currency enrnings had their origi>~ in the 
same source. Any increase or reduction in export of t·hese goods, therefore, 
is of .very !lreat significance. ]from the point of view of the balance of payments 
pos1t10n, ]UtE> manufactures Dlerit mm"f' o.tt~ntion than all the other exports of 
this country put together. It is very unfortunate that this Committee baa to 
~ke into consideration exports of this article at a time when a. major crisis i 
na~ affected t-he industry manufacturing it. 

2. Jute manufacture is the world's premier packaging material. It has at­
tained that position primarily on account of the cheapness of its raw material. 
The average price of raw jute in the thirties was ;Rs. 5-15-0 per maund for 
middles. On occasions, raw jute was in such ample supply that it could not 
all be used for manufacture and prices fell so disastrously that Government 
bad to have recourse to restriction schemes. V\7 ar ca.me at a. very opportune 
moment for jute manufactures. War orders caused prices to increase. La-ter 
came controlled prices, for both jute and jute manufactures. The final ruling 
prices just before the end of control were Rs. 17 I- per maund for raw jute (mid-
dles). · 

ll. A long drkWll out controversy bet"·een the Government of Bengal, which 
alleged that the jute cu!Oivator had bad a r~w deal during the period of the 
war in not having been allowed to make all the profits that the. demand for 
jute goods throughout thd world would have justified, and the Qovernment 
of lndia, which thought tbat in the maJor interests of the jute grower, the jute 
Industry anrl the foreign trade <>f the country generally, it was desirable that 
1ute prices should not be· allowed to rise unduly, ended in September 19461 
with the victor.)· Gf the Government of Bengal _!!nd the uecontrol of prices. Raw I 
tute prices immediately doubled and have siiice then with occasional fl.uctus-

1 tions maintained a level nt least 4t times that on the outbreak of war. The 
11ri•'es of jute manufactures too shot up and have with some fluctuations conti­
nued at a Tery high level. We are now nearing the end of the phird year since 
the termination of control and the effect of the price chnnges described above 
has been a serious challenge to the jute goods' position aa the world's principal y' 
packaging material. Jute manufactUres today are a.t the cross-roads. 

4 In the last two years, competition by substitutes, stnrteq during th" 
war because of e abaenoo of sufficient jute goods to meet demaud, has be­
come increaaliiBl;v !lrBve. Far from strengthening its hold on the markets thab 
it ha.i held before the war, as it should have done in view of the prosperous 
;ndustria.J. conditions following the war in many parts of the world and more 
especially in the U.S.A., it baa actually witnessed a contraction in the sphere 

. of in usefulness. Its principal competitors have been cotton and paper. Both • 
•· these have e,l)tered tarritory in ·which jute previously held undisputed swa;r • 

.Froll) .. D)Q·!lY spheres,. jute has been completely driven. out and so utter has been 
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'its i'billl that· there is' very little· ·chance of its retUrn.,- however· ·low ·its priceS'. 
iiink'n6w. ··Thus; certain industries which found iu jute their most useful pack­
e.gink lliaterial naive been compelled by· the high prices of jute manufactures 
to ·couvert their paclmgirig ·systems iu' order 'ro utilise multi-wall paper bags., 
This has meant capital investment on a substantial scale and the probable end 
of jute in such concerns for all time. Most such developments have taken 
place iu the American market. · Further dangers .threaten not ouly the · 
~merican hessian using, market, but also other markets where sacks are prin­
cipally used. Bulk handling of 'important commodities like sugar, hitherto 
packed in sacks, is in the air and the fruition of such projects may well have an 
extremely <iamaging effect on the jute industry. In brief, price is the para· 

• mount facto1· in maint.aining the use of jute. Jute won leadership on Price. 
. It is !~sing it for the sam~ reason. 

5. ·The·txpwsrd trend which began with decontrol has been aggravated by 
the peculiar conditions brought about by partition. All the manufacturing units. 
are·· situated in one dominion and ·75·l>er cent of the raw material iu the other. 
Ha~ rel~tions between the two been established on a satisfacror.v friendly· 
basts, tbts might not have been so complete a misfortune as iu the circum­
stances, it has turned out to be. In th~ situation that has emerged, however, 
it· has n~t been sUfficiently realised that the real interests of the ;ute grower 
and the JUte industry are identical. A sensible arrangement which would have .. 
enabled the two complementary economies in respect of _this material and ' 
industry to function •• one was obviously desirable. It has however remained 
!unattainable and we find the two areas going their owu ways almost as if they 
had no need for ·one another and no interest in each other's welfare. 

6. About 90 per cent of the jute goods manufactured iu India _lll'e export- . 
ed. The effect of the succession of high price" for many months bas made 1tself 
felt iD the export returns of the first half of 1949 which show " fall in compari­
son not only with the pre-war period but even \vith 1948. The fall ~as h~en · 

' greatest in the hard ·<iurrency areas where the deterrent effect of the hrgh prrce ' 
haa been acctntuated- by the business reces~ion. 

7. Aptirt- from raw material and conversion cost, there is ·another element 
which 'is often TCSponsibJe for disturbing both the. Jey.eJ ?f prices BDd the Stabi-

•1\ty. of that level. This is specll)at-iou .. Speonlabon m .lute ~akes man~. forms. 
In fact, of ull• eonimodities, this is emmently the one m whrch people take a . 

, view". The' buyer of :raw jute has often sold before he has bought or vice 
versa.· He bas taken a view. The Baler follows the 'same practice. He roo . 

, takes a ·view 'and sells his finished product before he has obtained his 
raw materiaL 'The manufacturer is not averse to taking a v:ew. It 
is his usual practice, we were ·told, to sell forward from three months • 

. to a yeur ahead and, he must, obviously, ·when he does that, cN:asional!y 
ha-.e to re'y on •obtaining 'his raw material ·later.· ~he buyer of the manufac­
tured goods from the jute mill t-oo is generally a vrew taker. Not always has . 
he au order booked when he buys the goods. Infrequently, indeed, is he· the 
person who"renlly sh'ips. ·The co":b'act fr?m the· mill generally 'PBsseB through 

, a ·Jarge·number '6f hands· before shrpment· IS made; each ·of· the·.'persons through 
wbO~n _it· has passed··is also taking' a iliew. ·But_ the apo~eosis· of view taking is 
to he found· in "Fa~" · markeir'-the ·venue for speculation in· jute ·good" 
futnt~s. 'It ·purports to ·provide "a' hedge 'l[rjarket. (~!most e'veryoue· Is "agree<i· 
t'hat m; Yeality' it 'ser\les· uo • pnrp·ose axcept :that. of en~ouraglng 'gam'b'fing m'gie~ . 
.,t·"present~ · ·It ·•accentuates tr.mds. •· When ·prrees are ·high, it •pushes' tbeni • 
hil,(iler. 'When tbey·tend·-to !/!lddoiV'n; 'lt''depre~!les'them !urtber. :<Its' elfeot"on·' 
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exports is particularly di.sa~ous, when the prices of jute goods are high on 
account of high costs. By adcling a heavy burden of speculators' profit f:be • 
competitive strength of the commodity is considerably weakened. Then agam, 
the fact that the price can be made to fiuctuate from day to day and even 
from hour to hour bas, of late, tended to encourage ·'hand to mouth" buying • 
by foreign· countries. 

8. The I.J.M.A. has, on more than one occasion, asked that the industry 
be protected from such activities. No action however has been taken. We· 
have heard at length all the arguments that could be. put forward in favour of" 

.rf'feculation in jute goods. We remain impressed with the need for the 
~oval of this very grave danger to the stability '?f the . industry and the • 
expansion of the export trade, and we reco_mmend that unmediate steps be taken.,.. 
/;o prohibit all futures trading in jute manufactures. 

9. It is (necessary hera to make a distinction between the l<'utures market 
and the Forward market) The difference between forward trading and futures 
dealing lies in that in the former what is being sold is either goods or capacity 
tu produce goods. The producer takes the ultimate responsibility for fulfilling 
H1e forward contract. At the buyer "s end too, the buyer is a person, who want& 
the goods to be delivered to him on the date speoified in the contract either 
to: shipping them to an overseas buyer or selling them to another ult'matb 
!Pnsumer, if he himself does not happen to be one. In the futures markeb, 
however, what is sold is " basis quality which gives a hypothetical claim to any• 
one of a .range of goods, which the seller hopes to fulfil by having resort t<> a 
purc~ase at a later date when the market is more favourable to him or b~ 
o:w.kmg a purely financial settlement of the difference between the sale I~rice and. • 
Jhe f-'l'evailing ready price when the due contract matures. 

~ 10. To reduce speculation as much as possible, it would seem desirable th"at 
even i? forward trading, the speculative element should not be allowed to in· , 
trude 1teelf and sales should be made permissible only to the consumer over­
~as or the shipper and to no other intermediaries. Such an arrangement, it 
bas been said may weaken the position of the mil's regarding finance. We d~ 
Uot see why this should be so, since even witb forward sales, payments are 
only made when delivery becomes due. As in thb last analysis, tne total de 
11and for and the total sal~ of jute goods must rest ou the will!ngness of th• 
rnnsumers to purchase,. the industry cannot really hope in the long run to seU"t 
li.tore than the consumers will buy, simply because there are some interveninf 
itJ<culators. T.he action proposed has become a!l the more neoessary because 
tagret.table ~s 1t i/l, the number <:>f cases in· which mills sell their goods c.n 11 

lorw~rd bas1s to their own managing or selling agetns is, we understand, or 
the 1ncrease. These agente run a separate business which derives adva.ntagp, 
h·m the sale of these contracts to other persons the profite from such trans 
~tions not appearing in the mills accounts. ' 

~ 11:. The measure proposed would be the ideal arrangement. There appears 
liowever to be much opposition to it by the trade as it is felt that its immediat.J 
lffect would be an entire dislocation of the marketing conditions and a retar<i ... 
11ent of the progress of exports which is the opposite of what we wish tu 
IChieve. The disturbance in the market may not be as Iong.Jived as th" trado 
If prebend and the long-term prospects of the export trade will benefit greatly V 
from the change proposed. In certain very special circumstances as fo• 
example when a foreign consumer fails in business and canno~ t.>ke up the gooo; 
eo<>tracted for by him, it may be necessary to permit a shipper to sell to anotl:er . 
148HofCom. 
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shipper for export. Such cases are likely to he rare. Then B.JZain, a certain 
proportion of the production of the industry, is consumed internally, and 
therefore, in laying down that sales should he made by mills either to overseas 
buyers direct or to shippers who undertake to export the goods on delivery, 
'some provision is neceSsary 'for the needs of the internal market. The amount 
to be left aside for free sa~es in the country will not probably exceed 12!- per 
cent. of the total mills production, and that too, of certain varieties only. 
ro leave each mill free to sell that proportion of its production internally will 
not in any way affect the enforceability of the an·angement proposed. 

12. We cannot conclude this discussion of speculation in relation to jl-; 
·~< ud9 better than by quoting from the Digest of the Marketing Survey of the 
U.S.A. and Canada prepared for thB I.J.M.A.:-

"It is a common saying bere that-"next to horse racing, burlap tJ:ad­
ing is the greatest speculation in the world". American industria· 
lists, figuring in fractions of cents costs on articles manufactured 
in ··millions of ·units, have no favour for products whose prices 
fluctuate widely. Nor do they enJOY ·paymg a series of tributes 
no ·matter how small per assessment, to such a. series of brokers' 
sub-brokers, shippers, ba~aars, etc. betwee!' manufacturer and 

·American importer as now impede the strrught, swift, economical 
'plirchase of burlap. We urge that everything possible be done 

• to streamline the jute fabric distribution system to cut costs 
promote goodwill, expedite shipping". · 

!3. Where an industry holds as monopolistic a position as the jnte industry 
1ce3, it is essential that its products should be made available at reasonable 

' '&."ld competitive prices, and in the maximum ·possible ·quantities. One bar 0 
reasonable 'prices, ·speculations we have dealt 'with •above. Other reasons 
put forward for the high l?rices are the(raw jute cost .... expOrt d. uties and increase 
in the cost of production:) The price of raw jute today -is Rs. 89'8-0 ·for middle 
iuts as against Rs. 8-6·0 in 1940-41. The lowest priee during the 1948-49 
seas&n 'IVa& Rs. 40 and ·the highest Rs. 44-8-0. The principal reason for the 

• high raw jute price is_ said to be scarcity of supply. There has ·been varyina 
estimates of the new jute crop. India, it is said, will produce 28 to 30 lakh. 
bales, Pakistan 55 to 65 la.kh bales. 'fhe most knowledgeable ~ources hold that 

, the. total for both countries will be abo_ut 90 l":kh bales, the Pakistan crop being 
not less thar; 60 lakh bales. The vanous sta•ements from Pakistan suggesting 

·a lower clop are alleged to he due to a desire to obtain as high a price for the 
cultivatn>: ~• pos~ible. ~or indeed in thi~ respe<>t _do the advocates of a high 
pnee for the Indmn cult•vator fall far behmd. 'The1r statements as to the cost 
?f cult!vation, if relie.d upou. as a ba•is for pri~~ fixiu~ wou~d make it quite 
unposs1ble to manufacture jUte goods compebt1vely m the1r country. Mill 
consumption in a normal year is not more than 60 lakh bales. If there'fore the 
entire crop was at the di•pose.li of the T~dian Mills, the industry would. be in 
a very happy position. ExportS of .. raw JUte, however, norma11y varv bet.w~ 
20 to 25 lu.kh boles .. !.'-~' u•w~"· that 2t3 of _these come from_ Pokistn;; nnd 1tr3 
frf"Jm Jnd1a and tnkuiA' h.e Jirght-=t figure, th1s means that Without anv brtn 'on 
exports 22 lakhs waul Jl.e.fa'\'ailable io India and 44 lakhs in Pakistan for the 
Mill demand or somewhat 6&·<1-khs against a total need of 60. lalrhs. Thnt is <:i 
undoubtedly a tight position and such as under condition of normal competitive 

·buying,. is like:y ~o lend to a ste~p inerease in price: Whether the crop fulfil, 
thiS est1mate or 1s sl)ghtly less, 1t does seem that m .the absence of friendlv 

· m;;JJiations vit}. Pa.ki.oifin designed to fix purohnses at a reasonable price th'tt 
only hope for th" i:ni;Jf is to·av~id compe_!itive b'!]ing- When the .supp!y'·of e. 

• 
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-eomm<;dity is either just sufficient to meet it; need or a little less, nothing ca.n 
-eo easily push up the price as purchases by individuals, each trying to do his 
best .:for himself. The Indian Jute 1\<Iills' Association is an extremelv well· 

-organised body. We feel that it should not have very great difficulty ln buy- r 
ing all the jute requiJ:ed for the Mills itself, using such agencies as it thinks 
nece~sa-ry a.nd distributing its purchases to its constituent units in accordance 
wlth a plan drawn ·out after consideration of their needs. The price to be paid 
must be reasonable if the scheme is to be worked without engendering lasting 
·bitterness. If the mills are to get their raw materials at such rates as would 
enabi~ them to compete we do not see any alternative to .the course suggested. • 

14. We proposed this line of action to the I.J.M.A. They seem to concede 
that it is the ideal solution but they feel that they cannot attain the ideal on • 

'llocount of practical difficulties. These practical difficulties 'are the lnrge amount 
of fin!'nce needed! the b\!,lk of the material to be dealt with, the unplea~antness 
of dolllg away with some of those who would become redupdant if such all 

organis.at~on were set up, the difficulty of interposing an organisation betwe*"'n 
~be ;.xistmg sellers ~nd the actual purchasers each of whom ·has its own 
speCialists _for select10n of varieties and qualities. All these are difficulties, but 
i>he obtamtng of sufficient raw jute at reasonable rates to enable mills to sell 
their production at reasonable prices is an aim in the fulfilment of which one· 
would have thought an ·organisatiOn as powerful and well-knit as the T.J.M.A. • 
would not have shrunk from difficulties. The finance needed is not likely to 
be more altogether if -the -I.J .M.A. ·buys than if each ·one of the mills buys 
separa~ly. If the LT.M.A. is going to purchase on behalf of all the mills, 
surely It should have no difficulty in obtaining advances from the mills. The 
bulk ~ the material is not going to -increase on account of the centralised pur~ 

-<>base mdeed ne,ed does the scheme entail any large ·stoclrs being built up by 
-the Central. Organisation. It ·should be quite easy ·to direct each consignment • 
a.s soon as It has been purchased to the proper destination. The b.,.t spe~>i&­
lists ft•om all the units might conduct selection for the I.J.M.A. sa that there 
need be no dissatisfaction as to quality. If some of ·the individuals and con­
cerns are not needed under the new scheme, that . is unfortunate but must be • 
faced. 

15. The industry has proclaimed time and again that its present and its · 
'future depend entirely on obtaining raw jute at econc>mic prices. The 
methc.-d adopted by the industry itself-closure for one week each. month-ha& 
not achieved ·this object. The industry admits that the suggestiOn made by 
us is likely t<> at-tain the end in vie\v. We have dealt with the difficulties it ur~es 
above. {_None of them seems to be fundamentaiJ When an industry is :facmg 
a really grave crisis. it must he prepared to adapt it.s methods and its organi­
-sation to new circumstances, if it is to avoid bringing disaster on itself and _on 
t!:e country generally. We trust that the industry will not be found lackmg' 
in tbi~:;- matter, Sh1ce without its co-operation such a. scheme .ca-nnot work. 

16.1 A reasonable price for raw juts I will 'only be acceptable if it is at the 
·same time clearly kn."'Wn that the jute mannfacturer is alsc> gotting. · only .a 
~easonuhle profit. Once this reasonable ra,w jute price -has been establish~d, 1t 
will probably be in the interests of the manufacturer him""lf that. maximum 
selling prices should be fixed above wh:ch he would not gell h1s guo~s; · Th.­
advantage of ·such a .course ·to the foreign buyer is obvious l-Ie ·wo\l).d know 

. .,xactly how much the mill was getting and so would be able to pay just the 
extra amount necessary for the services rendered by the shipper.. (For the 
regaining of lost markets and the expansion of exports in this commodity, a 
.controlled price can well be a most pot_ent weapon) We r.eco~me':'-d .that as. soon 

·.' "SI n-ecessary conditions obtain, \t.his m~,ttter should receive fm~edta_l;~)·~Jy!'l~IOn) 
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17. The second element in the cost of jute goods to the overseas buyer is the 

(.Processing cost in India~ In the time at our disposal, it has not been possible 
to examine this. There seems to be no uniform or scientific system of cost-

' mg in most of the units constituting the industry. We were told for instance. 
that it. has not been possible to have a consolidated balance sheet of the whole 
industry although efforts in that direction had been on foot for over ten 
years. .The Chairman of tlie I.J.M.A. furnished us with figures of the costs 
of whr.t he considered a reasonably efficient unit of his own group. Though raw 
material forms about 70 per cent. of the cost of jute goods, there have been 

'increases io several items of' the conversion costs and some of these probably 
need explanation. The industry assesses the increase due to the recent labour 
award at Rs. 50 a ton. Its contention is that the prices at which it bas had 
to sell its goods in the first $ix months of the year have not been remunerative 
and many units have suffered losses. The Chairman of the Associntion in a 
speech made by him had assessed the monthly loss suffered by the Jute Mills 
at "an amount equal to li years average net profits over 15 years.. and gone 

I on to say that at that rate the industry would exhaust its total reserves of 27 
\cror,es of rupees in another ten months .. On enquiry as to how the amount of 
· !osse• suffered had been brought out, wei were not furnished with actual figures 
showing the break-up of this total but•were told that "a quick rapid survey of 

• the position was made to get at the figures mentioned'' and for confirmation 
were asked to see the reports of various companies, for the hal£ year ending 
March 31st, which bad been and were being furnished to us. Several of. these 
show a loss. It is of course not possible to c:"ome to any considered opinion on 
the question of losses vithout proper investigation of the balance sh.eet figures 
qnd of the reasons given for the financial position indicated by the van.ous items. 
It may however be said with some certainty that the(margin between the price 
and the cost has certainly natTowed considerably in this period in comparison 

• •mn previous years. Full and careful costing. of the industry by an independent 
l•u•"o'"'"Y rs very desirable) . 

ll'i. Another factor ·that undoubtedly has some effect on t]je price of jut<> 
goods. is the(export duty) both raw jute and jute goods have been su?jected to 
export; duty 1or many years. Considerations of revenu~ led to the Imposition 
of the duty. The Fiscal Commission of the early twentzes came to the conclu~ 
sion that these duties were not hampering the export trade in these commodi­
ties,. . An ~teresting comment the: 9omn:tission made .was that th': monopolistic 
positiOn enJoyed bv these commodities might not contmue for all ttmes and that 
there were dangers ahead 00 which Government must be alive. A study on 
Burlap by the U.S. Turiff Commission mentions that the higher export duty 

1 on raw jute in comparison to that on hessian has made it necessary for the 
. U. S. A. to import largEl'" quantities of }ute goods than raw jute, 

19. The Export dut~ on raw jute, which was thus a blessing to the Indian 
Jute Mills, has with Partition and the imposition of an enhanced export duty 
on raw jute doming from Pakistan to India become a considerable burden. It 
means a difference of as much as Rs. 4 a maund to the price of Pe.kistan raw 
jute inaported for Indian Mills. A suggestion has been made that some relief{ 
urlght be given to the industry by reducing the export duty on jute goods so 88· 
to offss~ ths Pakistan duty on raw jute to •.ome .extent. This suggestion seems 

• to gain force from the fact that the price of jute goods itself is now considered 
too high in overseas markete and the export duty on manufactures is yet another 
eause of the high price of jute goods, which is facing th,e maximum competi­
tion from substitutes. The in'l!.dence of l-he duty amounts to ~per cent. of 
i!he value. ·· · 

20. (There is no certainly. that if a reduetin were given to offset the Pakistan 
duty th'at country would not raise its export duty on raw jute higher) knowing 



aa. 
that the main consumer would now be able to afford as much as in the preceding 
year. The real point is whether the cost of manufacturing jute gooda and their 
selling price being what they are, the ""-port duty is a hindrance resulting 
either in a lower volume of exports or in an unreasonable low return to· the 
industry. We have already come to the conc.!Jlsion that it is (desirable to lower 
the selling price of jute g.Jods to ··buyers abroad) 1.1bis in itself irrespective V:f 
Pakistan's raw jute duty would have led us to recommend a removal of the ex­
port duty (!Jut for the fact that the marketing arrangements for jute gooda are 
such that there is ng. gua~ntee that the removal of the export duty would 
mean cheap&r supply to the overseas buyer;> The presence of speQul_ation to 
which we have refened means that if the eJq>Ort duty were taken off today, the 
price of gunny would rise by .~ corresponding amount and probably, if an 
optimistic view was taken, by an eyen larger amount. In these circum­
stances, ~e hesij;ate to reco!J)mend a step which might well mean a 
considerable loss o£ revenue without advantage to the export trade~ If after 
the measures which we have indicated to check speculation have been taken and 
the cos!Jng of the industry has been completed,(.it still appears that a reas~n­
able pnce for jute goods, inclusive of export duty is such that the effective 
d_emand is ~elow the production, there would undo~btedly be a case for reduc­
tion O! abohtion of export duty.) 

21. The system of personal and destinational quotas, whlch with sev~ral 
variations followed the ending of jute control has it is urged been responsible 
for lreeping the level of exports below what it might have been. The need 
to restrict the- amount which anv shipper would be allowed to export as well ~ 
to allocate quotas to countlies .;as felt so long as the total demand for jute 
goods was well in excess of the supply availabl,e. There has been a material 
change in the last 12 months, and exports to hard currency countries have been 
free from all quota restrictions. A similar policy in respect of soft curre~cy 
countries would now be justified. Until recently, jute goods had a spemal 
value in internationa-l trade negotiations so that al:(ainst an allocation of jute 
goods, foodgrains ann other essentials could be procured. In present altered 
circumstances, the £:;imple~t course would be to lea.ve exports free. 

22. Connected with this problem is the somewhat \.delicate one of South 
Africa.) The decision to stop trade with that country was taken on political 
grounM. The industry feels that denial of opportunity to have direct trade re­
lations has not prevent<ld jute goods from reaching South Africa from other 
producing countries. and even from India, by diversion through other countries. 
All that has happened is that South Africa. has had to pay a higher price for its 
supplies and the beneficiaries from this hlgher price have been other countrieS•• 
The continuance of the han is a constant spur to research for substitutes, which 
if once established may damage the industry and the export trade in many other 
sectors. Whether these economic considerat-ions should outweigh the political 
decision in force is a matter for Government to decide. We would however 
point out that in order to prevent goods reaching South Africa from other_ 
destinations, a great many restrictions are being imposed which have the effeot 
of hampering trade with other countries. Thus, we understand that if goods 
shipped by any shipper to a particular country find their way ultimately to 
Sout.h Africa the shipper is penalised whether or not he himself was responsi­
ble. Then again, we understand that quotas for certain countries are deliberate~ 
ly kept at n low level because it is feared that jute goods would be re-exported 
from there to South Africa. The abolition of quota limitations should not, in ' 
our view be deferred because of this apprehension. Nor should the presen~ 
system of penalising shippers whose exports are re-shipped from other coun­
tries he continued. 
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2d. Produc~ion is a necessary preliminary to export. Accordingly, the aim-
• should be to mcrea.se rather tlian curtail the production of jute goods. The 

industry has hardly ever really produced as much as it possibly could. Pro­
duction has on occasion been limited to assure profits or avoid losses. Esti­
mates of world requirements of packaging material in the post-war period are­
at a higher level .than pre-war. Accordingly, if jute can regain its po~ition as 
the most economical. packaging material, there is no reason why the mdustry 
should net be proqucmg and exporting more than it has ever done. 

24. Agaiost this possibilitv which we should like to see achieved, we turn 
to consideration of thelpresent curtailment io production) From May, the in­
dustry has been working below capacity. The first cut in May reduced hessian 
product-ion but sacking production was increased, to maintain the total appro­
l.imately as before. }'rotn .July production has been cut by the decision of the 
jute mill~ not to \vork for one week in each month. · 

25. Th" reasons given by the I.J.M.A. for this curtailment were scarcity ot 
raw materials, the need to carry on through the months of Ju~y and August 
~nd to build up sufficient supply during the months immediately following the 
JUte harvest to meet fu:l demand later in the year. An equally iz.,portant 
point was the need to keep raw jute prices at a reasonable level so as not to 
have to raise the price of the finished material. It was also hoped to stabilise 

• jute manufacture prices at the then prevailing level. 

26. The stock position as given by the I.J.l\LA. showed that the industry 
as a whole could have continued by using up their total stocks to '~·ork ;for 
July, Au!?ust and upto the middle of September on the basis of ful! r.roduction. 
By c~rtallment in July and August it has saved two weeks •upply. If· 
enrta1lment is continued in September, it will save another three days at the 
most. But whether it continues to curtail or not, it cannot much longar keep, 
out of the market. We have therefore to see whether the other tw<> considers,. 
;tion.s justify a policy of future curtaihnent. •rhe prices of raw jute hav& 
aga.m been rising and in fact they are now approaching· the ptices prevailing 
during the last season. Whether the temporary decline in plices 
.of the new crop for forward sales which took place early in July was 
occasioned by the policy of closure announced by the jute mills c;>r whether iti 
was a natural re-action to the then prevailing estimates of the size of the raw 
jute crop, which was being placed at hundred lakh bales., n;:tust ren:min a 
matter of opinion. On the other hand, it seems to us that 1n two ways the 
:policy of closure is actually (!:endiog to raise rather than lower the price d raw. 
Jute) Firstly. it has engendered active opposition on the part o£ the Pakistan 
Government who have interpreted the action of the I.J.M.A. as calculated 
to e:<~oit growers. Secondly, the fact that the price of jute goods has been 
rising so steadily has caused the grower of raw jute to f.!!_el that there is n<> 
reason why he should sell his raw jute at a lower price today than he did ,. 
ye11r ago. 

27. This bring us to the third consideration mentioned by the I.J.M.A. 
namely that of l!;tabilising prices of jute good<;) Far from stabilising the effecb 
of the closure has been(to cause uncertainty, fluctuatiOn and a steady rise 
in price•) 1Even before the policy of closure. had been definitely r.nnounced, 
~he market had begun to react to rumours about the closure. As soon as th& 
closur~ was announced, prices. went up though no curtailment had :=-~t taken 
place m production. The rise in price since then has been spectacular. At 
":o time has sacking sold at such high prices as it is selling today ............ at & 
~1me when every one is 11greed that the prioae need is to lower the price <>f 
JUte goods t.J buyers. The I.J .M.A. are themselves- emphatic that this rise 
in price' is not of their seeking and that the speculative market is solely 
responsib:e fot:_it and is benefiting from it. We have bean told however thai 
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more thar. one foreign buyer is inclined to regard the closure as merely a price 
manouvre on the part of the manufacturers-a very serious matter from the • 
point of view of goodwill. 

28. Considering all the circumstances, in our view, (continuance of the 
closure is not likely to serve any useful purpose and we would strongly urge ... 
that full production be resumed,) 

29. We are-informed that withip the Indian Union there are some quantities. 
of raw jute left ever n·om last year's crop which have failed to make the!" 
ftearance in the Calcutta market on account of trans>ort dij!iculhes, It IS 
~ important that raw jute movement to Calcutta from every source should 
be expedited forthwith. All impediments in the way of smooth and continuous 
progress should be removed if necessary by undertaking special trans~ort • 
operations. With~ the next two fortnights, as large quantities us poss1ble ' 
should appear in Calcutta from both the old and the new crops. 

30. Th~ closure, apart from the other harm it may have done, has affected. • 
detrimentally the cost of manufacturing jute goods. Lt has been estimated by 
the industry that. every ton of jute produced since the closure has cost 50 

' rupees more than that produced before the closure. This is equivalent to an 
increasa of Hs 1/12j- a maund in the price of raw jute. It has been suggested 
that had it not been for the closure, the parlous financial condition of some of, 
the unitR in the industry might have made it necessary for them to dose dawn. 
completely. The inference from this is that a rise in prices was ntost desirable • 
from the point of view of at least these units. However, as we have pointe9.· 
out above, this closure has meant a very appreciable increase in cost, Itot only 
to the units which were suffering losses but to those which were working at a l 
rea"onable profit. This in efieet means that the inefficient unit becomes a 
burden to the more efficient units and the industry as a whole adds to the 
t9'rder, of the consumer. In our view, it would be(much better to let those 
units which cannot work at a profit close. down, whhe those which can break 
ev.,n or work at a profit continue operations fullyJ In £aet, from the public 
point of view, i!' would be even advantageous(if they were to expand produetion 
so as to make up for the loss in production caused by the elimination of the 
less efficient units, thus providing employment at leaet to a certain extent to 
the workers dischnrged from the less efficient units) 

31. It has been represented that many units of the industrv have suffered 
on account of (fiela.ys in the issue of import licences for new machinery and spar& 
p~rts. wbieh hav,e been on order and. are in some cases ready for shipment) In · 
the absence of unport licenees, we are told, machinery has been diverted to 
other countries. tin our opinion delay of this nature causes damage to . the • 
national economy and should be avoided.) . · 

32. Some .of the recommendations made :above (may seem unorl!Iodox to 
those who thmk controls should only be applicable l'o commodities and indus­
tries producing essential articles for internal consumption]) But jute 

"-'~tanufucture, by VIrtue of its position as the biggest earner of foreism exchange 1 
'Ji; as vita~ to the interests of the country as food or cloth. Not ev~n the most 
ardent supporter of free enterprise can •argue that if those concerned in the 
~atmf[l:cture, marketing and trading of so valuable ~n article consider only their 
direct mterests, .and tske no thought for the pubhc good, they should not be 1 
liable· to regulatiOn and control in the larger interests of the community. 

TEA 

Tha second largest item in our export trade is tea. Tea production has 
i!>creased from 452 million lba. in 1938 to 616 melion lbs. in 1948. Total 
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exports for the year 1948-49 compare favourably with exports for any 
pri"viotH year. 

2. The only unsatisfactorv feature about tea has been the C deC1ine in 
·cx~ort; to the hard currency area during the last financial yeat;) We . have 
f.:t:!Oeavoured to ascertain the reasons for their decline. So far as ·we C!an JUdge, 
this has been very largely a quest-ion of price. Though the United ::;tates a_nd 
(;anada favour the Ceylon type of tea, which yields a flavoury liquor, yet Indian · 
tea would have been acceptable, had the price been in its favour. Last ye~r, 
i:eylor: did not tender as much as it normally does to H.M.G. at a fi.xed P"~ 
\lnder the built purchase scheme. It consequently had a large qua_ntity _l~ 
~ver for sale by auction and the price fetched w~s lower than the Indian pnce. 
A;ccordingly America preferred to make ite ':>urchases in the Ceylon market. 
CoiJtr1butory factors to the American lack of support for t-he Ind1an nuuket 
iVere(fnilure to refund the exc,ise duty on exports promptly ancl to some extent 
ll3..le of the South Indian tea preferred by Americans under a. barter agreement 
to Russin.} l:'r0m this however it is not to be inferred that we oppose or in 
auy way d1slike barter agreements. We t"ealise thnt in barter agreements one 

' ~nnot. always_ have one's own \vay and must naturally sometimes have to 
gzve tlungs.. \VIlicb other customers may prefer. All that is necessary is, _so 
lar as possible, to avoid disturbing settled chanels of trade. If & commodtty 
bas been ?ought by a particular market for a long p,eri?~· it_ is desirable not 
00 d1vert 1t to another market unless rea5ons of over-ndmg Importance makt: 
Bllch a transaction essential. 

3. The -~rincipa~ problem) ~hat will arise in regard to the _export of tea will, 
' be competttton from Indonesia in another couple of years ; tt IS as well thali 
bot~, Government and the tea industry should be prepared to face that coiD-· 
pehtto,J when it comes. One method of facing it -would be by reducing co~o-

• llR much "" possible at the present time and indeed by even selling to forei~ 
)lliarkets at reasonable prices rather than a.ttempting to obta.in everything tha.t 
the foreigner will llear. 

4. w~ have noticed with considerable surprise that- an Ad Hoc Committee 
appointed by the Commerce Ministry in Februa.ry 1941:1 to report by the end 
of March 1949 has still not completed its labours. So far as we have been able 
io ascertain, it is at the stage of considering written representations. The 
ISsues before this committee are of special importance in view of the uncer• 
lainty regarding the continuance of the built purchase scheme, which c.n the 
ll'ho!e has worked satisfactorily from the point of view of Indian exports and 
lte industry, Tea is a. eommodity of the greatest importa.nce to this coun\rY. 

I a.nd we cannot but co~mn this delay in, the considera.tion of its extremely 
lnportant problems at a time when prompt action in many respect is I!ecessary 
io safeguard its continued prosperity. 

• 5. We note with pleasur~ -the absence of speculation in this commod.it:~~ 
fea seems to be one of the rare commodities which is grown, packed, railed,.i,· 
solcl and axpnrted without any of those gambling transactions which seem to 
be the nnturdl concomitant of such operations in many other commoditie~. As 
sue~. its difficulties deserve very specia~ recognition. · frwol have come to our 
notice. One is the difficulty in ~etting supplies of suitable tea c bests in 
adequate quantities~ We understand that steps have been taken to licence 
certain indigenous D:rms to produce tea chests according to specifications laid 
down by the Indian Standards. Institute and that \In ports of tea chests are 

• allowed on the basis of the estimated production of such tea. chests in India. 
The figur,. determined in this fashion for 1949 is n million chests.) Rega.rding 
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the fi~ure itself "'e have no comments but ·we would like to , observe. that 
protection t<> the Indian tea chest indt;str.y should not procee?- to the pornt of ' 
causing difficulty to the tea induetry 1tsef. · The conta.mer mdustry must be 
give:l second place in any assessment of the matter. 

G. C)f the million tea chests which were to have been imported thjs year, 
a bulk e:.ontract with Russia for half the quantity bas been entered into by one 
association. The other half has :yet to be licensed for import and ''""e under­
stand r.hat among the reasons for the delay in the licensing are the selection 
of importer" and the proposal to restrict licenses on!~ to those who are cb;e to 
P.uter into direct contracts with the supplying count.t·Jes. \Ve feel that ~mther 
of these two considerations are of such imp_ortnnce as to justify holding. the 

·import of containers of great itnportance tq our tea exports. In our v1ew,. 
permission to import such nrticles should be freely given to the nctua.J: I 
con~muer~ and .only to the extent the consumers themselves are not J:l'tpared. 
to hnporl.. for their ow:n requirements should middle-men be selected .. rrhis. ~8; 
pa.1·ticularly necessar,v when owing to the limited volume of imports, compett·· 
tion nnwng the importers would bB absent and the industry might be m_ade 
to pa;y undu~y high prices for the limited stock available. Since· ctmlplamts. 
a hom the qu&]ity of tea chests have been fairly frequent and have been mustly · 
about the indigenous tea chests both by the producers of tea. and the overseas 
bu;yers, it is necessary that the measures to maintain the standards :rrescr1bed • 
for such tea. chests be ·enforced with strictness and no loop-hole left for the· 
supply of inferior goods to the tea. producers. · 

7. The other difficulty is the question of sales. tux, which in certain provinces 
and states are not remitted on goods going to export markets. The situation. 
is particularly serious in South India, because tea has very often to pass­
through more than one territorial unit and is thus subject to multiple taxation. 
Sine, the South Indian teas on account of their affinity to Ceylon tea. ore r ,ore 
in demand in hard currency countries, it is specially important that th1~ 
difficnlt.v should be removed and arrangements made for refund of duty withou.ti I 
delay· or und~r formalities. 

8. While on the subj.ect of taxation, we must refer to the expg,rt duty, 4 
annns a lb. and the e:;.mse duty 3 annas a lb. which tea. pays at present. (Irr" 
general we are opposed to the levy of export duties and we have su!1'gested · 
earlier that the duty on tea should be removed at an ~ppm·tune time) So long 
ho"':evf'r as the export duty lasts, we feel that there is no reason to keep the 

, exmse duty one anna lower. The fear that the effect of an increase in tbe­
~xcise duty would be to raise ap;pn:ciably the cost of the poor man •8 cup of tea 
1s not based on .a correct apprematmn of the incidence of the extra excise duty. 

9. Althoug.h there has bee.n considerable increase in tea production, there 
blls be~n an 1ncrease m the tnternal consumption of tea and therefore the in­
c;ease m the volmue of exports has n?t been as large as the increase in produc­
tiOJ~. O:erseas demand at present IS not saturated and there !s n ]JOSSibility 
.of mcreasmg exuort. On the other hand, this cnn onlv be achieved bv further 
inc:ren.se of production or a _cnr~o.ilment of domestic ~consun1ption, n~ither of • 
~hwh can be pres~ed too far m VIew of the imminence of the reYival of competi­
tiOn from Indonesm. 

COTTON PIECEGOODS 

?'he export of cotton piecegoods from India. received 8 tremendous fillip • 
durmg .the war years, when other producing countries were not &ble to compete 
in most of the markets. Th!l _highest export figure on record is in 1942-48 when 
exports amounted to 819 million yards as compared with 8 pre-war average ot 
about 200 nnlhons yards. Upto 1947 exports went fairly smoothly, the limit-ing 
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lao tor being India's willingness to 'allow exports rather .than demand ~ f?reign. 
markets. A number of serious difficulties however arose about the begmmng. of 
11948• · The decontrol of cloth prices in the country led t.o a tremen?ous rJSe 

• in intemal prices witb the result thaji it was more profiliable to sell mternally 
than to e::...-port. The export duty which was an ad valoTem duty also hece.rne 
more and more burdensome with every increase in price. Since at :the sam& 
idme competition from other countries, par.ticularly J' span,. began fo be felt, 
India's exports declined seriously. The 1948 figure of exports reached only 50 
•percent. of the target, 300 millions yards exclusive of Pakistan. 

2. The consumption of Pakistan was formerly a part of internal consump· 
.tion. It has now to be treated as a foreign demand. We have discusse.d ~he . 
possible target for the export of cotton piecegoods with the Textile CommiBSion­
er and his vie'." .is that during 1949-1)0 aod 1950-51, India ~an. salel:y; export. a 
itotal of BOO million yards of cotton piecegoods to all countries mcluding Pakis-
1oan. With this view, we are in agreement and suggest that this should be :the 
target to be aimed At•. This fiqnre has been :1rr!ved at on the basis of current 
production and alter allowing for ao average consumption of 18 yards pe': head 

• annually. Higher intemal consumption than this does not seem likely m the 
next two years. . 

8. The abolition of the export dujiy, and quota and licensing restrictions 
have facilitated trade and combined with the prescription of ceiling prices for 
export bave turned the overseas buyer once agaio to India as a source of supply. 
This rlocs not mean however that the target of 800 million yards is wit~in ea•y 
reach. On present indications, exports to other countries nre proceeding. '!eU 
but the ofl'-ta.ke of Pakistan is still uncertaio depending it seems on political 
factors no less than economic ones. The re~ent increase in import duties in 
Pakistan is going to be a further obstacle. 

4 .. It has been suggested to us that the exports of finer varieties are. being 
han~capped by the import duty of 2 annas per lb. on raw cotton excepti from 
Pakistan: A rebate of this import duty has been urged as a measure calculated 
jJo help m the export of these varieties of cloth. In actual increase per yard, 
the import duty of 2 anuas per lb. would seem to amount to an insignificant 
sum.; .The :ebate _of this duty is noti likely to give any greati relief b_ut in prin!'i­
ple It IS des11'8ble that import duties on raw materials ~ould not 1'81Se the pnce 
of the exported goods and since a request for such rehef has been made by _the 

' Industry, ~e have no hesitation in recommending it, provided .the administra­
tive machinery required to Implement the concession is not likely to prove too, 
DUIIlbersome. 

5. Although. the excise duty on cotton piecegoods is not applicable to goods 
exported, considerable difficulty has been reported to us in obtaining refunds 
of the dut;y hy the exporters. The procedure does not appear to be uniform 
in flll pronnces, and, apart from that, it is necessary for the exporter to fill in 
a very larga number of details some of which are not readily available, before 
he can get the refund. This causes considerable inconvenience to exporters. 

• ~ e would su~est that the procedure be considerably simplified. 

6. There has been in recent months a great deal said about the indill'erenti 
• quality of Indian cloth and the unsatisfactory nature of its packing. These 
two have m fact been Urced as factors which made overseas buvers turn to 
ether sources of supply e.:en if they have to pay a. slightly higher price. We 
understand that .the Indian S~a.ndards Institution is engaged in evolving a 
atandard sea-worthy packing. As regards quality, there can. and should be no 
attempt ut standardisation. When catering to an overseas. market, . the r&. 
quirement of• the. buyer. must be supreme. WhRt is needed is. ·Dlacb,iner,v to 
ensure that the buy~r gets what. he has ordered and agreed to pay for. The. 
1111ggestion has been made that inspection of goods before export may be a 
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means of ensuring this, In our view such an arrangement would be i.inpraolii­
oable. Inspection if. undertaken all ports would mean unpacking of !;he goods 
and delay. Moreover the staff required would be large. Obviously it must be 
both efficient and honest in order to perform its task successfully. In many 
cases it mav not be possible to detect defects and. if goods go ou.t. with officia,.I 
approval a.zid are found to be below standard, that would do ll)Ore hnrm. than 
good to the reputation of the country. . 

7. The real redJ.·ess to the impor.ter againsti the ·supply of goods of inferim: 
qu•llty lies noll in illspection by another agency but in the incl)lsion of nn .!'rbit· • 

o.ration clause in contrnc.ts. During the war when there was a scarcity of cloth 
8ii(f" a sellers' market, sales often used to take place without such provision. 
bein" made in every case and the practice still seems to continue. What is. 
required is a standard form of agreement which will include a provision on the 
Jines indicated below:- . 

"Any dispute as. f.o. inferiprity or any other faul~ in the ext~utiop of this 
contract shall. failing an amicable settlement, be submitted to the 
arbitration of two recognised piecegoods merchants, one f.o be 
njiiDed by each party, and in the event of, such· ar)>ij;ratl)rs being 
unable to agree, of an umpire, appoin~ by tbelll. or by the .... " 
....... Chamber of Commerce if the arbitrators, are not able to. agr!'!l 
upon an umpire. The decision and, award. of suob arbitrators. 011 
umpire shall be binding and conclusive upon both, narti,es, tll-11 
loser jio pay .the fees". 

s. In oases where the manufacturer himself does not export, a contraci 
between the manufacturer and the exporter is also necessary. All such <Jon­
tracts should be on the basis of a given sample, which should be available with 
the manufacturer so. that complaints if any can be investigated iq full. Th)!! 
point has been raised whether arbitration alone is a sufficient deterrarit to a 
firm which is prepared to indulge in dishonest practice. We feel that power~ 
should exist witb. Govemmen~ .to take punitive action against individual 'firms.$ • 
whether exporters or manufacturers, who have been found guilty of deliberate 
attempts to cheat the buyer. This action should be t.:tken in addition to the 
normal arbitration arrangoments provided for in the contract. In order 'tha~ 
t.hese cases. whenever they do occur, are investigated promptly and fully, it is 
necessary that detailed instruations should go out to Trade Commissioners as • 
to the exact nature of the evidence which they must collect and forward to the 
Commerce Ministry whenever there is a complaint. In this eonnectillD, we note 
with regret that complaints made by the Trade Commissioner in Iran seve'm! 
months ago. are still under investigation, although full details including the 
names an~ tax-mark numbers of the parties have been given. The invesmga-1 
!;ion machmery must in all cases submit its report on a complaint within a 
m~tb of its receipt. 

9. One of the most frequen~ cause of complaint from overseas market has 
been the poor quality of packing resulting in damage to the cloth. We have 

. already sugge~ted that a standard packing should be evolved •md the UErB of 
fnferior matens.Js prohibited. One of the reasons why mills are allowed upto 
9 per cent. ove" the ex-mill price when selling to an exporter is thali bney have 
l!iO provide better packing. Recently permission has been given to export goods 
made for local eonsumntion on ae®unt of the large accumulation of stocks 
within the country: While we agree that it is very desirable .that .w.cumulated 
stocks should be. disposed of as soon as possible, we consider it very important • 
that the reputation of our exports. abroad should noti be affected by ·unsuitable 
goods unsmta)>ly packed appearing ii) our foreign markets. The exports of in­
-ternal cloth by land to Pakistan may do no harm but if goods with locs.J pack­
ing are sent overseas. a spate of complaints is bound to arise. We would! 
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•)urge that the question be reconsidered forthwith and orders issued that atleo!dJ 
these goods be packed with proper export packing before permission to exporti 
is given. 

10. In nddition to piecegoods, export of cotton yarn frmn India !5hould also be 
increased. The Textile Commissioner's estimate of the surplus available for 
export is 200,000 bales, including exports to Pakistan. On a consideration of 
the production of yarn in this country, we see no reason to differ from his esti­
mate. In the past this country has not been very anxious to export ynm be­
cause it had regarded it as an important raw material for the handloom industry. 
The handloom industry however is not able to consume yarn &t the rate a#. 

1 which it used to because it is no longer able to find a ready market for many' 
of its goods. Import restrictions in its main markets, particularly Pakistan 
and Burma have affected it detrimentally. This difficulty is not one which the 
trade can resolve fer itself, and we recorwnend that Government should stw:;li 

4 negotiations with the governments of :these countries. 

U. More than 17 crores worth of cotton manufactures uarne into J;he country 
In ;l,WS-49 mostiy under Open General Licence XI which operated from SeP: 
tember 1948 onwards. This cao hardly be regarded as satisfaotory. Even if 
.there had not been plenty of Indian ·cloth available in the market considering the 
need to conserve foreign exchange, .this additional supply should not have been 
allowed ~o be imported. In our view, the free import of cotton piecegooda 
from abroad has no place in foreign trade in the next two yeara atleast. We 

I note that this item has been removed from the O.G.L. and we jim~ that ~ 
::'a'!:.a~cence any quantities are allowed, they will only be for very special 

12. At present the total addition to the ex-mill price that can be made is, 
if the manufactur~r exports, 10 per cent.; _or 15 per cent. if an exporter _exports. 
Pver and above this, it is permissible to mclude. 2~ percent .. for ~oiililllSSion to 
the overseas acrent. It has been sucaested that this IS msuffiment In VIew of the 
high cmnmi•si~ given by Europe"..";, countries and the limit of the commission 
U.Ould be raised to 5 per cent. In our vi~w, ":hile U>ere should be no objection *' the commiasion of even 5 per cent. bemg g1ven to the overseas agent where 
nece~~nry, this extra 21 per ~ent. should come out of the pern1issibie atlditwns 

• to the ex-mil1 price indicated above and not be add~d on so ~s to inerea.se 
the over-all cost to the foreign buyers. In normal tunes, for Internal sales, 
most mills pu.y a commission to selling agents which. comes 'fi? ~ to li per c«:>nt, 
so that they should not Jlnd it difficult to meet th1s comnusswn. As regards 
exporters, although the permissible margin to them is 7 per cent. over and 
above. what the· mill itself takes, in actual fact most of them claim to be 
wo~king on very low margins of 1 to 2 per cent. They can therefore quite 

leasily afford to pay the overseas agent another 2! per cent. out of the margin 
already permitted to them. In fact, it has been suggested to us that the 
mar:ufacturers' and exporters' margin is already too high and should l•e re­
duced.(We feel however that tl1e normal forces of competition will' cause 
such readjustment in the margins as circumstances and conditions prevailing 
in .:lifferent markets necessitate and it is not necessary to refix Margins with. 
•very change in conditions;, 

. 1~. While attempts are not lacking to export to the dollar areas, they hav~: 
mvanably foundered in the past on rocks of our export duty and the American 
import duty. The principal obstacles to such exports are distance from th• 
source of marmfncture and now the fall in the prices of competitive goods in 
the .U.S.A. While opportunity may still offer. for exports in particular lines, 

I ~dron · plecegoods cannot, we are afraid, be. regarded as likely dollar earners, 
f'n ;~atural markets lie on the sh.ores of the Indian Ocean, Arabian Sea "nd 
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Ba v cf Beng&i. up to Australia and New Zealand in the South Pacific aud­
China and liungkong in the North. Besides these, it is also possible to obtain 
share in the piecegoods import of the Middle East countries including Egypt I 
and Sudun, . of Turkey and South East and West Africa. 

RAW JUTE 

Since Partition, India has become a net importer of raw JUte. Many of. 
the varieties of raw jute grown m India have a special appeal to certain foreign 
tn.u·kets while. some are considered by Indian mills to be not quite suitable· 
for their own consumption. During 1948, Indian exports of raw jute, though 
appreciably below previous years, still attained second place in dollar earning 
exports and the fourth in all foreign exchange earning exports. Fortunately 
the production of raw jute in India has bee!J rising. From 16 la.kh hales in 
1947·48, it went up to 22 lakhs bales in 1948-49. This year's crop is estimated. 
to b" about 30 lakh bales. 

2. The policy of exporting raw jute from India must always be governed by 
the consideration that the Indian mills have sufficient stocks. In 1948-49, the 
mills were opposed to any exports. With the larger crop estimate both in 
India and in Pakistan, they have been in favour of free exports in the current 
yeur. It is a moot point whether the decision to allow free exports to all 
Countries can be maintained througout the year. The estimates of the l'~akistan 
crop appear more gloomy than was anticipated three months ago. The policy of 
£ret• export will therefore have t.a be reviewed from timP: to time to suit the·\ 
requirements of the mills. 

3. The future of raw jute exports is very largely linked with the expansion 
of raw jute cultivation. \Vith a crop even of the size of the current year, we 
ca1wot with confidence look forward to regular and steady exports. A larger 
Indian crop is essential. If this was attained the position of the ruills would 
in1prove even though a larger portion of the Ind'inn crop was exported because 
as the total overseas demand is limite~, more of the Pakistan jute would be­
come available to India. 

~- Raw jute exports from India sustain the impot'te.nt baling industry_ 
They also make a contribution to the Central Revenues on account cf the duty 
of :P.s. 15/- per bale. The corresponding Pakistan duty is Rs. 20/- a. bale. A 
lowering of duty at present would encourage a large scale diversion of foreign de­
maud to the Indian market. Accordingly it should be maintained at the pre-' 
sent figure. In a reasonably good crop year of r.ourse the point might be worth • 
reconsidering. 

OILS AND OILSEEDS 

Pr~war, oilseeds ranlted as one of the mrnit important of our exports, the· 
quantity exported from 19(17 to 1939 being approximately a million tons a year. 
After the ';ar, exports of groundnuts have been rigidly controlled on • 
acrount of mcreased domestic consumption. The other edible oilseeds are also­
now in short supply for exports because of the inareasing use of their oila with· 
in th~ countrv for cooking. Quotas for. the export of groundnut and groun~· 
nut oil are declared annually after the stze of the crop is known, ample proVI­
sion being left for internal consumption in the shape of Vana.spsti as well ""' 
groundnut oil. About 10 per cent. of the groundnut kemel is required for ..,ed 
r,urposes and 5 per cent. for eating as nuts: the rest is either exported or prea-1 
•erl into oil. 



2. Upto the beginning of 1949, oils and fats were under allocabiou by the 
'International Emergency Food Council. The exportable surplus which India 
used to declare for groundnut and linseed. was allocated !>y that body to dif!er­
tlnt counr.r1es and a system of dest1natiOnal quotas was in operation. The 
pri(!e of Indian oilseeds was well below world prices for son1e y~srs und there 
wa~S keen overB-eas demand which had to be kept in check bv n1easures of con­
trol. In fact, so great was the disparity in prices that it was thought by Ge>v· 
•'nment that both oil and oilseeds could bear an export duty. Internal prices 
h_owever kept on _rising th~onghout 1948-49, until it be.eame prac1Jically impos­
.SJ.blP to sell all mls and mlseeds abroad. A sharp decline in the price of oils 
in the U.S. market led to decontrol by the I.E.F.C. and since then the dis· 
parity in prices has tended to increase. 'l1he belated removal of th!? expm·t· 
duty in the 1949-50 budget did not help, ns speculators took the 
opportunity to raise prices furlher. The price position up-to-date has been thnt 
linseed has just been on the margin and business on a reasonable scale has been 
pos?ible. Groundnut has n1et with much more resistance and the ctHisation 
of th·~ quota has been very poor. Groundnut oil and linseed oil however 
whioh were exported in fairly ~arge quantity in 1948-49, have remained 
un~Yporta)>le and there have only been small occassional •hipments to 
ne•ghbourmg countries. 

3. On account of the very large increase in the production and consum­
ption of groundnut oil aml veaetable product, the exportable surplus is esti­
mated to be In the region of l(JO,OOO lion~; in terms of o_il, if the ~ro~ is _reason· 
able. In terms of kernel this means 250,000 tons. Smce crop ,udtca.bons for 
1949·50 are favourable, a. total export ·of JOO,llOO tons in terms. of oi: of 250,000 
tons in terms of seed is not likely to be a high target. In linseed the sur]Jlus 
<s estimated to be 50,000 tons in terms of oil. 

4. The one. dilli.culty in achieving this target is ~he di~pa;ity b~~ween interne1 

• and external prices. The ·remedy that suggests 1tself 1s nnpos1t10n of control 
over the prices of groundnut and linseed. To be effective however, the price of 
~ number Of other ·ons-eeds, particularly ·mustard and sesamum, w1ll have to 
be controlled although they do not enter "the export trade at _pr~sent, .(except 

"that mustard oil goes to Pak"stan). It has been u~ged that 1t 1s partiCularly 
.6,ifficult to exercise effective control over 01ls and mlseeds and the problem IS 
considered to be more difficult than in the case of sugnr. On the othf'r hnnd, 
it is conceded that it is less difficult than in the case of food-grains. \Ve have 
olo doubt that if it 's really intended to c?'!trol ~he ·p;ices ~f oilseeds, the effort 

twill be successful in spite ot··many adm1mstrat1ve dJfficult1es. We would em· 
t phasise that the effort m.ust be vigorous, sustnin~d and comprehensive. Httlf­
heartedn·ess will do more harn:i than good. If 1t cannot be done properly it 
Would be better not to do it at all. In effect, Go_vemment has been attempt.ing 
-to maintain control over the price of groundnut Qil and seed through its control 
of the prices of the manufactured article from these products, Vanaspati. Such 
an attempt at control has been a complete failure; nor indeed could it have been 
-expected to be anything else. A stage ha.s now .been r~ache~ in which we are 
told price• of Vanaspati have had to be raised. twiCe dunng ~hts yea~ on arwunt 
of increasee:~ in the price of the raw matenal. V a.naspat1 factones however 
still find oil prices too high and we were told that several have closed dcwn 
a.ncl. all. n.re threatening to close down unless they are allowed to increase their 
·pi"ices-~;till further. It was pointed out. to Government as long ago as June 1947 

. that in this matter the onlv course that gave any chance of ~uccm~s was i·be 
• st.raightfm·ward one of controlling groundnut a.nd groundnut .oil priees. Two 

vears 0f trial do not .seem to have improved the position .. It is suggested tbnt 
atleabt now it. be . recognised that the effective way of holding the prices of 
oilseeds, so as. to .make groundnut, oil. nn.d .Vanaspati available fm: export, it 

'·by control. 
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5 .. The rise in the price of groundnut as well as the other oilseed~ has no$ 
·been due to an increase in fue cost or cultivation beyond the normal l'lSS for all 
.crops or _to demand exceeding supply. If these were the only f<irces a~ 
work, the disparity between Indian prices ·and oversea~ pr1_ces would have ~t 
once conected itsPJ£ on account of the fail in exports:, .Pndmg to ;1 ~urplus m 
the country. Speculation however has had a grea~ de.al to do w!th th~ high 
level of prices. We have been told j;hat speculat10n m foodgrams bemg to 
longt!r possible, '811 the money which used previo!lsly ~o be spre~~ over a 1 

nuntbe.r of commodities is now being invested m mJseeds. Smce stme 
varieti~s are not readily perishable, stocks are said to ~e held by operators 
fro.•n yeur to year. An attem,pt bus been made to restnct futures tradLtg tv 
some e~tent in Bombay. It has not been very effective and we uuderstaud 
pha_t a iutnres mnrket opened in Calcutta as a result of the attempts to c:lose 
It Ill Bombay. The ~ffect of speculation wns nowhere better seen i;h~n in 
the ris::! in the price of oilseeds which imtnediatelv followed the remuv.ll c! 
the export dut.ies. \Ve uuderstund that only recenily three big operators cor­
nered almost all the uvailn.bJe oilseeds in the Bombny ).fnrket. Htoppaae of I 
speculation pmvided it is made effective throuahout the country will no doubt 
help considerably in lowering prices. c . • 

6. A fact<-• which tends to encourage and even help the person who is iJ'1o 
olined t" hoard for specula.tive purposes is the aWt·ude of provincial and state 
.governments some of whom have placed restrict·ions on the movement _ol 
oils.eeds- particuhtrlv groundnuts. v·..r e understand tha.t the power to res+·nct 
such n10vements h .. as been taken away from provinces. In ·practice. however 

·some of them ban inter-distriCt mowment nnd thus secure t.he same ·effect. 
In additlon to the provincia-l ban, another reason for local shortages is difficulty 
of transport, nnd a mil\vny receipt ior a \Vagon is sold many ·a time ·before :i'b 
ultimately gets into the hands of t.he exporter who has to obtnin it at a premium. 
Better movement to ports together with withdrawal of restriction by local 
aclminislrnt.ions would be very helpful. Several States are 'important. growers 
<>f oil•eeds and it appears that the power to restrict movement as well a.s to 
tax the st•ed leaving their terl'itories is still with them. We f~ that in tha 
interests of the trade generally and export in particular it would be advisa~le to' 
remove tl1ese powers at once. Further sa.Ies and municipal tRJi:es are alsc· im­
pos•d which add to the price nnd t·hus reduce the competitive power of the 
commodity. 

7. Thert::! is one more point which we should like to ma.ke. The methoJ 1 

of ullowing export. through estab1ished shippers wa.s necessary so lonu as th~re 
were iiJ.tehuitionally fixed dest.inntional quotas nnd conditions indi;a.ted that 
the dl:!man'd was well ·in excess of the -supply. TodaY. "·e should throw open 
exports completely and merely keep a ·Statistica-l record of exports. so that wl1en 
the quota fixed ha< been exhnusted further exportg cn11 be slopped.· It would • ot com"&~ ·be desirable.~ announce the quota as ear:y as possible on an appre· 
cta.twn of th~ crop p0S1t1on for the next year in December of the prer:ous yt:>ar . 

. AfteJ• ;vatch!ng the trend of e>..'"florts. if should ho po~sihle to !{ive the trade a 
'month S DOtlCe before the quota is exhausted. 

• dS. What. 'Ye ~ave said about groundnut applies equallv to. lim:eecl nnd castor • 
· ee and thmr ol1s. The former is used to :1 ver:v small extent for edible rmr4 

pose and the latter not at all. The price disparity in. the case of cas.tor oil is 
.formidable ·at present. Linseed is however nenre1· interuntionnl pnrit:"-·· We 
sug_gest that castor seed lil<e CAstor oil he decontrolled con1pletelv n.nrl linseed • 
should be dealt with in the 5;3me manner a£; grounduut.. · 

9. The natural ·desire to export the oil rnt.her than seed has. led in recent 
. years to the fixation of separate quotas for oil and seed ... The export of oil is 

pr•feiiicle ~CBuse oil .earns more foreign exchange and the by-product, oil­
cnlte, remnms in the country. It would .be a mistqke however to· hnve a. ri~id • 
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system which means that if exports of oil are not possible the seed also r<•mains 
unexported. We suggll§t that quotas should continue to be fixed separately 

\for the' oil and the seed but if the seecl quota is finished before the oil quota, 
, the ],>OSition regarding conversion from oil to seed should be reviewed. 

RAW COTTON 

Raw cotton which was one of the most important items of our export trada 
in the pre-war period is now one of the least significant. Partly as a result of 
partition and partly because of the change in' the varieties grown, qur raw cotton 
exports are now confined to Bengal Deshis, Mathias and Comillas. The total 
production of these does not come to more than 1,92,000 bales. During the 
war we were faced with the problem of "orphan cotton", that is, short staple 
cotton, which could not be used within the country and for which the usual 
market, Japan, was closed. It is a moot point whether there would be any 
advantage in growing large quantities of some of these varieties now that the 
Japanese rnarket is once again likely to buy. In our view it would be more-

'advantageous to ut.lise whatever acreage can be devoted to cotton in growing 
only varieties likely to be useful to the Indian mills. Not to import is on 
occasion more important than to export and to grow more short staple cotton 
in order to export it and ut-ilise the foreign exchange gained thereby together 
with additions~ sums in order to import slightly hig~er _stap~e cotton which we 
ourselves need, would not be wise however attractive It might appear on the 
export balance-sheet. Were it p~ssible, this country would be well-ad.vised 
not to grow any cotton for which there is no use in the country. Since how­
ever such a change over is not pos:sible there will always be ~ ce.rtain anJount. 
the best use of which will be for export. We do not consider any change 

' necessary in the present policy regarding the export of these cottons. 

(h the course of discussions it was brought to our notice that about 30,000· 
bales of damaged cotton, super:or varieties of 1947-48 and earlier crops, which 
could not be used hv the mills, were not being allowed to be exported. After 
verifying the facts, the C. C. E. has granted permission). 

HIDES AND SKINS 

HmEs 

Hides fall into two categories, bo,Ifl and cqw hi!ies. There are two ochools or 
thought regarding the question of export of hides. One strongly holds that there 
should be Ciree exportsJ another is equally convinced that such a course would 
be disastrous. The arguments of the. first are that there is ample supply avail­
able in the country. Millions of cattle-atleast 22 million cattl8---<lie every 

' year and it is only a question of making it worthwhile for the village Chamar 
to coEect the skins, in order to obtain the whole a.vailable supply. Unlike the 
internal tanner, the exporter is prepared to find a use for every ldnd of hide. 
Accordingly, i£ free exports were allowed the largest possible quantity would 
be collected, t-hus conferring benefit not only on th~ foreign exchange position 
but also on the internal tanner who would get a Wider range to ehoose from. 
The primary producer, that is the first collector, would also be benefited. The 
other side urges that the supply is by no means as extensive as the exporter 
would have us believe. Slaughter baa been greatly reduced. With partition, 
this dominion has lost a considerable proport~on of ~he . hides that normally 
used to come to our tanneries. Moreover a big tannmg mdustry has 11ow been 
established in this country·. To allow free exports would mean reducing the 
supply and increasing the prices of the raw material of thls industry. To the 
exporters' o?jection that export• of tanned goods have also fa.llen, this school 
replies that mcreased internal consumption is the real reason for the fall. 
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2. 'fhese views have been represented vigorously at. various meetings a~d: 
conferences in the past. After the termination of the ·war, for .a few ID!ln~hs m 
1946, free e:>:ports were allowed. It has been urged tb_at. durmg the punr.d of 
the free exports prices did not rise. On the other hand, 1t 1s stated that be"':us&· 
of the knowledge that exports were to be allowed~ pr10es had already nsen· 
be!ore the beginning of this period. We do not eons1der 1t ne~essa~ to come to o 

sny categorical decision on this question. The pr~sent p_os1tmn .1s that fre:e 
export is allowed of buffs and cow hides above eertam specified we1ghts. and 1t 
is permissible to export up to 2000 tons of we•ght<l lower than these t:'eely te 
hard cmTency areas alone. As against these 2000 toros. ac~ual exports ~' e mu~b: . 
sD)aller. The reason alleged is that it has nnt been _posslb.e 1:'> find a m~rket m ' 
hard curreucv countries for all_ the varieties in the hgbter we1ght categorlt!s nud 
since the shipper has to purchase the hides in an assortment, he must be given 
permission to export the rest to the soft currency areas. We find cons1derable 
force in this argument m1d ure of the opinion that the 2000 t.ons quota should not 
be eoniined to the hard currency areas but should be fl;ee for ":xpor~ to all 
destiootions. We do not-think it necessary to suggest any mcrease_m this quo~ • 
until its further utilisation and the effect of this re'axation on pr10es has been 
seen. 

a: One of the main difficulties in regard to marketing of _hides is the shortage • 
of wagons with wooden floors. For the safe transport of h1des such wagons ":e . 
liPsirnble and \Ve would recommend that as many wagons should be made avail-· 
abl~ as possible. Atleast wet salted hides =d skins should be classed as • 
perishables by the railways. 

SKINS .. 
Skins fall into two cla:ses-goat and sh~cp skins. There is no control over 

the export oc gont Akins. The trade in these is reasonably satisfactory and they 
are important as dollar earners because kid skins are exported h1 very large 
quantities to the U. S. A. The U. K. and the U. S. A. have been the principal 
markets and "'t one time there was an arrangement between the buyers calcu­
lated to · depress Indian prices. Even now these countries are reported t<> be 
bt:yin!( in agreement so that the prices do not rise on account of competition .. , 
A curious episode in regard to goa~ skins deserves notice, as it sheds light on· 
some of _the methods adopted to obtain foreign excbange. Certain re!'idents 
of a contmental country have been importing these skins from India nnd selling 
them to the. U. S. A. at a loss. The dollars so obtained are used for the pur­
chase of luxury goods which on re-sale in soft cun·ency countries ,.·ielrl snch 
large profits that the buyers do not mind the loss on· the sale of th~, skins for 
export. It is a curious commentary on the state of world trade that no effective; 
me~s~res. can he taken to prevent such transactions without at the FBlDe time 
infl10tm; <iamSfo on +.hat genuine export business which we are anxious to 
foster 

2. The bul~ of the shee:r- skin exporte of undivi<ied India .came from the areas 
tha.t are now m Pakistan. Accordingly there is not much scope for export of • 
this .commodity in future. We understand however that some of the export ot 
Amntsar type of goat-skin produced in the iEast Punjab has now been dlo-­
lo<;&ted on account of the evacuation of those wh<> were. primarily t·nga.ged in 
~h1s trade. It has. been suggested that the trade could once again be started ' 
m ~nd arom~d Amntsar provided capital and technical guidance were h,·aiJable. 
lt IS ~so S8ld thati the capital required jg not large and the technical guidanco 
not difficu.lt ~ obta~n .. In the circumstances, we recommena that this. question, 
be forthWith mve..§tieaied. . . . 

148 MofCe.m 
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:MIC4. 
The export of mica during 1948-49 is the highest on reco'rd; the first six 

months of 1949 however show a decline particularly in respect of exports to 
U. S. A. The reason for the decline is stated to be the recession in the U. S. A. 
which has particularly affected electrical industries producing goods for <lomestio 
use such as refrigerators, electric irons, etc. Apart from the trade, the U. S •. 
Government itseli is a fairly large buyer for its stock-piling programme. The 
variety which the U. S. Government buys however is the block mica in which 
Brazil is a very serious competitor of India. India still holds a definite 
advantage over Brazil in splittings which are taken by the electrical industry 
but in this sphere too, Madagascar is reported to be underquoting India to some · 
extent. 

The Mica export of India is handicapped so far as its compe.titive ability is 
· concerned by Provincial Governments' sales tax, Cess, and Shipping freight .. 

The rates of these respectively are 1-9/16 per cent., 21 per cent. (with option 
to ~cr?""e it 1l<? 6 per c_ent.) and 4 per cen~. At tJ:te same time the hldustry 
mamtam~ that 1ncreasP m wages has made 1ts working even more uneconomio 
for though increase has not been more than the increase in the cost of living, the 
price of mica has not gone up in the same proportion. . !t ia said that Indian 
wages are higher than those in Brazil and the producttvrty per man to-day is 
half of what it was before the war. There is a clear case for removal of the 

• nrovincial sales tax which should not in any case apply to exports. Shipping 
•ireight is also said to be one of the highest for cargo other than treasure. We 
understand that pre-war it was levied on tonnage basis instead of ad valorem 

• and there seems to be no reason why the shipping companies should not revert 
to their original practice. The Government of India, should we feel, take this 

•matter up with them. Considering that competition from other countries is on 
the increase and demand on the decline, it c~ot be to the inter~st of shipping 
itself to maintain a rate which the traffic will not bear. Regarding the labour 
welfare cess, it is reported that altbou!!"h this cess has been col~ected for nearly 
three years, no expenditure out of thts ftmd bas so far been mcurred. While 
we appreciate fully the considerations which prompted the levy of the cess 
there is the point that if the cess at all acts aa a deterrent to a larger volume of 
export and therefore of production, it may well become a tax on labour itself 

· We suggest that the matter be reconsidered in this light. · 

SHBLLAO 

Shellac is a remarkable example of nature's bounty. Its supply is ··larnely 
a matter of collection. Tiny insects placed at appropriate seasons on °the 
branches of trees produce a rich barv~st which is collected by small holders 
and finds its way in driblets to coun~ry towns and thence. after preliminary 
preparation to the principal markets and the ports. The chief elements of the 
cost of the raw material are the rent paid to landlords on whose trees the shellac 
insects are placed and labour for collection and protection from theft. It is 
clear that neither of these can be htgh and as such shellac ouaht not to be 
particularly expensive. Yet its price b~s risen so high that for ;ertain u•es it 
bas ceased to be compe.titive. Synthetics have taken its place in some of its 
m«?st important fields and in others to~ rep~acement is going on apace. The 
pnncipal problem shellac bas to face lS pnce. · At reasonable prices all the 

1 shellac that can be produced can be sold and" can produce foreign exchange for 
-lits internal use is very. limited. · ' 

2. Here again, one of the reasons, perhaps the princip.al, for the"'rise'u{ 
prices is ho'\fding and spee~•!ntion. Stick lac (the origjml form of shellnc 
before refining) is bought by r. Amthdars" who hold stocks. Their interest lies 
in rising prices. Operators play the Fatka market in Calcutta .Those with 
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1110 interest m' shellao operate solely as a gamble. Prices fluctuate widely thus 
.depriving the buyer and the genuine trader of the advantages that accrue from 
.a fairly stable level. Between 1942-45, when prices were controlled, the level 
was B.s. 64 a maund and later Rs. 71 per maund. Follow;ing decon~l in 1946,. 
-speculation took the price up to :Rs. 170 per maund. Smce then It has been 
fluctuating from month to month and is ,_,.clined j;o be somewhere around 

1 Rs. 140 jn reb8nt months. The trade considers Rs. 90 per maund FOB 
Calcutt~> a reasonable price, fair to the producer and consum~r and like~y to 
!&ad to the greatest volume of trade. If the export trade m shellac lB. to 
·expand, the first requisite is the relimination to as .gt:e~t au extent .tts poss_.Ible 
of specu!ation. We would suggest complete prohibitlOn of FaEJ<a operation& 
m shellac) 

3. Transport too is very important. Shortage of transport leads to •hortage 
of stocks Tn Calcutta thus favouring speculative activity. It is very(desirable 
that adequate transport should be made available to move stocks at the proper 
-tijme.) 

4. Imported stick-lac from Siam is also used a great deal for refining iB 
India and the fiuished shellac is then re-exported to U. !:!. A. It is very 
important tha.t imports of stick-lac shou!d not be subjected to any kind of 
-restriction. The temporary stoppage of import licences for a period of: six 
months shortly after the war was responsible for a decline in Indian eorports 
.aod for stimulating direct exports from Siam to U. S. A. Since then Siam 
hgs been gaining ground in the American market and any restriction en imports 
from that country would do us a great deal of harm. Moreover, ns with all r 
-speculative commodities, even a slight restriction on imports has the effect 

1 -of raising prices quite out of proportion to the actual diminution in bupply. 

·5. One of ~he main complaints from the principal consuming centre, namely, 
·the U. S. A. is about the qulll.ity of Indian Shellac. Lack of unifonnitv • 
.adulteration and failure to confol'lll to specifications are alleged to be the main 
.difficulties in some consignments. Since shellac is used in the U. S. A. in 
mechanical processes, the difficulty caused by any variation in quality is consi­
-derable. It h118 been suggested by the trade that camplaints from overseas 
about the: quality of shipments of poor shellac and seed-lac are not altogether 
the fault of Indian manufacturers _and shippers. The buyers, who generally are 
not ~he actual conRumers, so~et.~mes de~~nd shellac and seedwlac of poor 
quahty: In fact the trade mamta~!> that It IS b~cause the importers buy downl 
tto a prwe.rather than up .to .a quality that there Is so much room for complaint\ 
from the actual consumers. · 

6. ~ a sense, a reduction in t~e price of shellac will· itself tend to eliminate/ 
·the bash3 reasons for these practices. As a rule, shipments are made after 
.analysis by public chemists is India and a section of the trade feels that insist­
ence on G~vernmental inspection of each consignment will not really eliminate 
the complamts and may well delay shipments and cause other difficult-ies. On 

-the other hand, there is much opinion both in the trade and outside in favour 
of inspection before shipment to make c_ertain regarding conformity with proper 
standards. We understand that the Indian Lac Cess Committee in co-operation 
wit~ the !~dian Standards Institution is trying ~ evolve standards which will\ 
·be InternatiOnally accepted and once the buyers acceptance is secured there 
would ~eem t<> be no objection to the enforcement of these st-andards by prior 
·inspection. . 

7. (With reasonable _prices and
1 

proper standards there need be no a.pprehen­
·sion about the. expansioQ of she.lac exports.) We were told that there were 
certain schemes for increasing production. 6n further examination it t-urned 
-out that only a very small area was under consideration for the. next year. 
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Government forests in suitable tracts offer a rich field for the increase of thie. 
valuable dollar earning commodity and under proper guidance there is no reaROD• 

\wh;v. Government itself sh~uld not produce co_nsiderabl_e _quantitie<l of shel~aa 
whiCil cou'd be marketed Without many of the 1ntermedianes that nelp to ra1se 
the price and make difficult the sale of ordinary shellac. 

SUGAR 

ln pre-pariiLion days sugar manufactured within the country used to supply 
the needs of the whole country including what is at present Pakistan. There 
hRs been no export to Pakistan after partition.. About two months ago, Sugar 
interests were clamouring for some arrangement by which large qualities could 

• be exported outside the country. Since then the surplus has been converted 
into a deficit. 

2. The story of sugar is extremely interesting noli only for its own sake but 
as shedtling a light upori the methods and manners of powerful sect:vns of cur 
population at the present time. Sugar was decontrolled in December 1947 •. 
·The control price was Rs. 20-14-0 per md. ex-factcry for D 24 quality. We 
under.tand tii.at on decontrol, sugar interests fixed a price of Rs. 35-'7-0 per nod. 
for the •arne quality. When the provincial governments of U.P. And Bihar gaw· 
this, thev felt that a portion of the increase ought to go to the cult1vatcrs. 
They &c~ordingly insisted that the •ugarcane price be raised from ll.s. 1-4-0 to. 
Rs. 2 a maund. They also raised their cane cess from one anna to three annas 
in D.P. and from one anna to two annas in Bihar. This price of Rs. llo-7-0· 
continued up to December 1948 when in consultation with Government. 1\ lower 
price of Rs.' 28-8-0 was agreed upon, the sugar interests promising th~!, if 
neces•ary, they would maintain this price by opening their own retail shops .. 
After "bout half the year had passed, it appeared that there was a strong likeli­
hood of a surplus and those most <Joncemed began to press govemment to· 
arr11nge export of at least 50.000 tons. Indian prices were out of parity with 
th'>Se ohroad and in order to enable export, it was proposed that the Central· 
Government should give up the excise duty of Rs. 2-12-0 per md. and the 
provincial government its su11ar cess ·of Rs. 1-14-0 a md. The sugar fact.ories 
would suffer a reduction of Rs. 2 a md. in the price and would al"" use the 
fifty lakhs they had collected by levying a four anna contribution per md. on· 
sugar exported from U.P. and Bihar. With these arran((e'!'ents, it was hoped' 
that the price would be favourable for export and negottations opened. Imme­
diately e:x::Cactory prices began to rise. Large 9-u~ntities '!ere consigned from· 
the factones to consuming centres and an artifimal scarmty created. When 
the question of abiding by the undertalring given to sell at ;Rs. 28-8-0 was. 
raised by government, the answer was that the body which had given the· 
undertaking regretted that it had no powers to enforce maximum prices. All 
it could do under its regulations was to fix minimum prices. Retail prices· 
started rising and since there appeared every indication that prices would 

• continue to rise, government were compelled to re-introduce control, fix prices. 
and freeze stocks. By hoar,iling activities in the course of two months, an, 
exportable surplus of 50.000 tons had been converted into a shortage necessita-­

•ting regulatory action of a drastic nature. 

B. This episode clearly demonstrates how the possibility and prospects of: · 
• e:rports of sugar depend upon the. mainten~nce of control. On average produc­
ti~n there should be no difficulty m export1ng at least 50.000 tons at reasonable· 
pnc.es, but it seems impoRsible either to have reasonable prices or a surplus 
avapable without maintaining full control. Once exports have started on this-

• basts, govemmeut, we feel, should consider the advisability of allowing further 
• scope for exports by an increase in the area and a reduction in the price of bugar• 
. ~ane. 7'he long-term remedy lies in increasing the production of sugar. 
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COAL 

In pre-war yesrs, India has been an important exporter of ":"al. Inde~d. so 
.great was the importance of the export markets to the _Indian coal-~g 
.industry j.hat in 1924 one of ~he terms of reference to the Indian Coal Comm1ttee • 
was to report on the measures to be taken 

"t<> stimulate export of suit<Lble coal from Calcutta to Indian and foreign 
po$." 

·The !eve! of exports immediately before the war was about 1! million tons a 
year though in l\l40 a peak figure of 2-1 million tons was achieved. Exports 
·in l948 were about 600,000 tons. For purposes of comparison, exports to 
Pakistan cannot of course be taken into account since pre-war internal consump· 
~on included Pakistan supplies. 

2. There is general agreement tha~ we have not such large supplies of 
high-grade metallurgical coal as to be aole to afford to export it in Ul'limited 
11uantities. The general policy, we understand, is not to allow the export of 
metallurgical coal except for very special reasons. An expansion in the export • 
. of medium and lower-grade coal is certainly desirable .. 

8. The main difficulty is transport. A great many wagons are require.d for 
· moving coal from the fields to the port of Calcutta but the wagon position at 

present is reported to be satisfactory and the real bottle-neck is the lack of • 
facilities for shipment. Calcutta port cannot handle more than 800,000 tons 
a month. This has to suffice not only for the export markets but also for 
supplies to various points on the Indian Peninsula, such as Madrss, Cochin 
and Bombay. In addition, approximately half of the coal exported to Pakistan 
has to go by sea. All this extJ:a load on the port of Calcutta, is due to the 
inability of the rail transport system to cope in full with the internal movements • 
as well as the requirements of Pakistan. In 1948, only one sixth of tho hsndl-

. !ng capacity was used for export the rest having been occupied by coastal 
-carriage. 

4. Indian coal has a ready market in neighbouring countries like Ceylon, 
'Burma. Malaya and Pakistan and there are also possibilities c£ export to 
:Australia, Phillipines, Hong Kong and Japan. That Indian colleries could, 
meet these demands in terms of medium and lower-grade coal is not in doubt. 

-"frhe point at issue is whether rail transport will improve sufficiently to enable 
the bulk of the internal supplies to be carried over ground. Jf so, p"esent port 

. facilities may suffice. It is however probable that as the capacity of railways 
l!o carry more coal internally improves, there Will also be a reduction in 
coast11l shipping freights, at present curiously enough much higher than rail• 
way freight. i·he bulk of coastal movement is thus not lik~ly to he reduced. 
"The Indjru.! Go&!§elds Com.!lrlttee had reco~ended an annual target of 
825,000 tons for export to Burma, Ceylon and Strait Settlements. To this 
JllUSt now be added at least about half the exports to Pakistan as well as any 
possible exports to other countries. · This target can only be achieved if 
c:Jalcutt& is able to handle about 50,000 tons a month more coal tarffic than at 
present. Accordingly the question of expanding loading facilities in the pori • 
of CaicuttB •hould be considered expeditiously. 

1). It has been represented to us that only three firms are allowed t.o ex-
port coal. In the time at our disposal, it has not been possible for us to e:l• 

. -amine this matter in detail. Prima facie the arrangement would seem to be 
·tnequitable. Th~re may however be good reasons for it. We sug,gest that the • 
whole question be gone into thoroughly by lJ;overnmen~. 
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SPICES 

Although export o~ spices is not a very impor~nt item in our total export­
earnings, it does at present play not insignificant part in exports to h11rd cur­
rency countries. In the pre.war years~ the most important spice exported from 
India to the U.S.A. was cardamom. Pride of place now is taken !·y black 
pepper, owing to absence of competition from Indonesia. The price of black 
pepper has risen to a far greater extent than that of any other commodity. The· 

. very considerable increase is attributed largely to hoa~ding and spegulation. It 
has been .ngued before us that these high prices while not doing any harm to. 
us, increas~ the net earning of dollar exchange as overseas buyers are prepared 
to P•Y thei!.l. Expenditure on pepper in the budget of the overseas conRumer ' 
is se> insignificant that he really does not mind having to pay extra. While 

!this may oe so, we consider it desirable that no one should feel that he is 
J.being held to ransom because of our monopolistic position in any particular-

field. We woulii, therefore, urge upon all concerned, with pepper-growars, 
• dealers and shippers alike-that they should attempt to reduce prices to a more· 
• reasonable level. Very large returns may last over a short periO<t, but they 
have a habit of bringing sharp lessons in the end_. We would h!>ve recommended 
more chastic action to restrict speculation here as ill the c.a•<: of other commodities· 

• ~ut w:e refrain from doing so partly because of the low mmdence of the increase 
m pnce on the individual consumer and partly because we are told that the 
high pric~~ have encouraged the growth of black pepper produetiou ou modern 
lines in the form of pepper estates. This is a weleom.e develc.pment from 
national point c.f view. Competition from Indonesia is l~kely }o _be felt in an­
other two or three years and it is desirable that meantrme .mdmn production 
may be betta1· organised. 

2. An important factor affecting prices today is the policy oegarding ex­
ports to soft cmTency countries. These we understnnd are ~eely 1:11lowed _to· 
those countries from which ihere is no danger of the goods bemg reshipped to 
d_?llar areas wit!: consequent loss of dollars to India. If it appears at any· 
trme that the price factor has begun to deter exports to U.S.A., we think th& 
situation can be remedied by placing a limitation on exports to •oft currency 
countries. An announcement by Government that they would, if the price 
goes higher, take measures to stop such incre~se by _allowing e:rl'orts only to 

' hard cu"'eney countries would probably help ill keepmg The prices at a more 
·reasonable level. 

3. A:' impO!·tant point about black pepper is _the q1111lity. Poor quality ·of 
exp<>rts m eatable items generally bas very often m the U.S.A. led t<> coudem· 
nation of the cargo by the Public Health Authorities. This is true not only of 
pepper but also of fle~t,seed and o~~er min?r spices ma~y of which ~ave lost U.S. 

• markt.ts permanently. Commodities wbwh are subject to spec1al regulations 
in the importing countries should as far as possible conform to those specifica-

• tiona and steps should be taken firstly to publicise these standards and secondly 
to enforce them by prior inspection. · 

MANGANESE AND OTHER ORES 

Prewar annual exports from India were over a million tons. During 1948, 
exports declined sharply on account of difficulties of transport although ther& 
was no export control on the commodity. It was known that there was a very 
large demand for manganese ore in the bard currency countries, particularly 

• in the U.S.A. :md it was decided to give special transport assistance to the ore 
going to the U.S.A. In practice, i~ was found that although the ore was railed 
ostensibly for the U.S.A. In the absence of control on reaching the port it w~ 

• •hipped ~o a more paying soft currency destination. ,1 
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2. Manganese and other ores were brought under control in September last 
and afrer allowing for a period to work off old contracts exports are "being con­
trolled by the grant of destinational licences. Licences are allow~d upto the 
known availability of transpon; from particular mining areas so as to ensure 
:that commitments are not made in excess of what is likely to be exported. The 
transport situation which was difficult earlier in the year, particularly in the 
Calcutta sector, has since improved materially. In fact the position today is 
that the;·e i.s more transport than ore available for export. The figures of 
actual export in the first half of 1949 show an appreciable increase over those of 
1948, specially in the hard currency regions. 

8. Over-all Quotas for the ""J?Ort of manganese, kyanite and chrome ore, 
have been fixed with a view to conserve :the stocks of those ores which are • 
considered to be in not too abundant a supply. Since the value per ton of the 
ores in gene;:al is very small, iilie possibilities of obtaining a much 1srger volume 
of foreign exchange by stimulating exports are small. What is required . is • 
that the present annual targets of export be maintained and fulfrlled.. While 
the rail transport has been made easier difficuties in securing adequate supplies 
of petrvl for moving the ore to the station are still reported. With the imJ?rov­
ed position, we feel there should be no objection to replacing tl~stinatwnal' 
quotas by currency quotas within the next six months. 

COTTAGE INDUSTRIES. 

Government are alive jio the possibilities of promoting exports of the pro­
ducts of c:ottage industries and there are proposals to open emporia in 
important cities both in Europe and America. Although not all the products 
Gf cottage industry are likely to find a steady and continuous market abroad, 
P,ere are a number of them which produce artistic utilities the productic;>n 
and marketing of which can be considerably improved so as to assiSt. 
in increasing our earnings of foreign exchange. Items which seem likely to 
yield results are brass work, wood _and ivor;y carving, certain types of jewellery, 
papier.-mache. gold brocade. silk handiwork. Some of these are luxney: 
goods but of a kind which might find a wide and ready market especially in the. 
States, -where in relation to income levels their prices will not be too high. But 
the main ditllculty is that their production is not orgaJlised for the purpose of 
export. It is usually in the hands Of very small merchants and very poor 
workm.a!l neither of whom have any idea of the export needs and their sale 
takas place purely by fortuitous circumstances. If the modern technique of · 
salesmanship is applierl to them snd their production methods are adapted to 
yield a. steady flow of standardised m~ss produced utilities having an artistic 
appeal 1t may add to our exports espemally to hard currency areas. As regards 
soft currency areas it has to be remembered that many countries do not ,,llow 
~be import of luxury iteDIB. 

2. In or~er to ~ell our go_ods vnrio_us courses must be adopted. We. mu~ti , 
show them m fot'elgn countnes. This ~~ans on the ,one side participa-tton. 10 

exhibitions abroad, on th~ other advert•smg in an · appealing way in forrugn • 
periodicals with colourM display of the products for sale. Samples, etc., should 
a) eo be distributed on a generous scale to embassies and consulates etc. ,-in 
other counliries, where we have our diplomatic organisations. This wlll have an 
~dvertisement value. 

8. It may also h.e desirable tc appomt for a period of a few years a few • 
bicrh· powered Amencan or European sales executives who will both organise 
sal~s and advise the domestic productive organisations as to the patterns 'likely 
lio be in demand in the West. 
' 4. The most well-organise~ marketing is never likely to succeed unless pro­
ductio';' takes plac~ at home m adequate quaJltity, ~ith reliable quality and • 
accordtng to certam standard patterns. The orgamsation of production at 
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fiome thol·efore is as important as marketing. We may begin with organising 
the produCtion or the articles mentioned o.bove. For this purpose after a 

·preliminary study a nnmber of industries may be selected which are likely to 
produce artistic utilities wh1ch may have a wide demand. To this more and 
more may ne ndded in due course as other industries likely to satisfy the export 
market are discovered. The production of most of these handicrafts at present 
iR in the hands of a system re¥olving round the indigenous small merchant who 
is a moneylender, supplier of material and the marketeer of the product of 
the industry. The worker is usually illiterate, extremely dependent •nd 
works on his own in an irreaular and haphazard fashion. This system has to 

• be replaced hy one in which peopl~ ar~ made to work for regular hours in 
.establishments run and supervised on modern methods of business and 3Sked 
to produce designs and patterns which would sell in the market instead of 
designs to which they are traditionally wedded. 

5. For this purpose m respect of each industry a few modern technicians or 
• business execuUves will have to be asked to study the patterns of production 
and their adaptation to the production of utilities. In . other words, the direct 
responsibility in the manufacture of these goods has to be shifted :!,rom the 

•small bcmi~ to well-trained business executives working on some kind of a ymy 
plus commission basis under State industries departments. 1n some of the 
industries, like the brocade industry of Surat, co-operative organisations exist 
already and the creation of similar agencies in such centres as J aipur, Bana.res. 

· Travnncore and elsewhere where a nnmber of these small industries :lind their 
home should be organised through State initiative. With this kind of co-ordinated 
pro~rnmme extending both to marketing and production fair results would pro~ 
bahly be obtained. · 

6. It would seem that if such organisations are to succeed, the working 
• chnrgos will have to be provided by the Central Government. 

MISCELLANEOUS ITEMS 

In the foregoing pages, we have dealt at some length with the more 
important item• of our export trade. We propose now to deal somewhat 

• briefly with items which are individually of small value but in total account 
for a fairly good percentage of our export trade. 

2. Fmits, nuts and vegetab!es.-The most important item in this category 
'Is cashewnuts, a valuable dollar earner. To a considerable exten~, we rely on 
the imported cashew kernel which is processed on the West Coast and then 
exported to the U . .S.A. The oil derived from the kernel is also a dollar 
earner. In order to maintain export• at a high level, the free importation of · 

't~e cashew kernel is essential. Any obstacle to such imports will imme­
diately affect our dollar earnings. Having learnt that this item had been 

• omitted from thP new O.G.L., we wrote to Government urging itg immediate 
reinclusion in that licence. The industry also needs a fair amount of tin 

.plat's for packaging pnrposes and this should continue to be supplied lihernUy. 
An unfortunate development in the recent past has been that some poor 
quality cnshewnuts ha'Ve fonnd their way to the U.S.A. where they have been 
condemned under the public health regulations governing edible items .. We 

· auggest that stepu should be taken to ensure that Indian exports of cashewnuts 
conform to the standards laid down by the importing countries. 

Walnut from Kashmir also has a market in the American Continent. Both 
U.S.A. and Canada have a demand for it and it can, like cashewnut5, be 
developed considerably. Pista~hios and aln)onds imported fro!" Afghanis­
tan have in the past been re·exported tc U.S.A. by India. Pakistan is now 
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~ng to capture this trade. · One way in which the Indian trade can be re· 
tained is by &!lowing full rebate of the import duty on them when they are • 
-re-exported. 

Some fruits; we understand, have recently been: placed = the permissi­
.ble list for export to Ceylon. We feel that the concession should be extended • 
to all destinationa as there are some possibilities of these fruits finding a 
market even in Europe and America, if they go by air. Of course the volume 
of such exports cannot be large because air freight will make them >'6l"Y 
expensiva. The air companies have; however, given concessional rates· to 
stimulat<. such tTade and during the last season mangoes did go in fair quantity 
:to Burop~. 'l'he export of bananas is prohibited at present because it is 
thought to be a valuable subsidiary food. There is a demand for it in countries 
:like Switzerland and Sweden. We recommend that their exports should • 
be allowed. In this, we have the support of the Vice-Chairman of the sub­
sidiary Foods Committee, who feels that foreign exchange ought not to be sac- • 
·rificed by refusing to export these fruits. 

In regard to vegetables, the important item appears to be onions for which 
Ceylon used to be a good market. · There are some difficulties in respect of 

.quotns which are given to established shippers and newcomers but there are 
also quantitative limits which have kept the level of our ,exports considerably 
below the pre-war level. At present the export of onions is free to Pakistan 
and Pondicherry and exports to Ceylon are reported to be taking place from 
.Pondicherry We recommend that onions should be completely freed from • 
. .an export restrictions. 

8. Horns, Hoofs and pieoos theroof.-These were brought under control and 
placed in thF prohibited list in 1948. The reason for this ban, we understand, 
is that horn meal and hoof meal are valuable fertilisers.. of which Governmen~ 
would like j!o see more made in the country. Horn meal, however, is noP 
produced for its own sake. It is a by-product of the industrial use of horns ' 
in the manufacture of commodities like handles, toys, etc. A mere stoppage 

· o£ exports thei·efore does not result in the increased supply of hom r,_eal, unless 
the production of horn manufactures in the country goes up. Horns are found 
;.u over the country, wherever cattle die, and the extent to which they are 
ccllected and sent to various markets depends entirely upon the demand for 
them. If the export demands are shut out, their collection is correspondingly • 
reduced. And there is 110 increase in the supply of the meal. '!'here are 
.many varieties of horns such as deer and elk-horns used for decorative and 

·ornamental purposes which sell at a high price. The stoppage of their 6xports, 
when the fo~eign excba~ge earn~~ by th~ir export ~ould pay for a very ?"uch 
Jarger quantity of ohermca! fertiliser which ca.n be unported, is in our VIew a • 
mistake. Sc,me quotas for exports of horns have been already granted. We 
.think that horns should be allowed to be exported -without any licensing"' 
restrictions. 

4. Of'tlshed Boneo.~This commodity had its largest market in Belgium 
and parned us hard currency. Bone-meal, the by-product, has to be sold to 

· Government for f~rtiliser purposes at a stipulated price. The price of crushed 
bones in t~~ buymg ma~kets ~as of late sl~ped considerably. The industry 
finds workmg uneconormc as It says the pnce of bone-meal which Govern­
ment pays and the overseas price of crushed bones together are not s11ffieient 
llio meet the_ present high ·cost of production. Many of the mills are workinl!' 
below capacity and some of them close down periodically. Neither e"ports n<>' 
the sunply of b~ne-n;eal to Governm~nt are at a satisfactory level. One· v.•ay • 
to remedy tile Sltuatio':" would be to ~crease. the price of bone-meal. A :fixed 
prire f?r bone-meal Will alwa~s be hable to be either too high or too low 
dependmg upon the market pnce for crushed bones which is not :fixed but is 
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subject to ordinary market Jluctuations. In the circumstances, it seems to us-
• _that the best cow:se would be to remove control from both crushed bones and 
bone-meal and for Government to buy its requirements of bone-meal on com­
pej;ij;ive terms ali international prices. Thia will probably result in a larger 
:volume of exports and a larger bone-meal supJ2lY to Government than ail 
pre•eut. "l"he maximisation of production and export depends greatly on 

•)!ransport facilities for bones and the zoning restrictions should be removed as 
early as possible. 

5. T1ft•• and Tubss.-W.e understand tha~ the export of tyre and Pubes ia 
subjec1- to restriction because the raw rubber is not available from indigenous 1 

sources in sufficient quantities and we depend on limited imports. The im­
ported raw rubber is much cheaper than the indigenous rubber. We have no­
quarrel with a. policy of protecting the indigenous rubber cultivation by noti 
allowing import" to the <>xtent of making indigenous production superfluous. 
But if by havinr larger imports of raw rubber we are able to increase the 

- export of tyres =d tubes, we shall be gaining foreign exchange without harm­
ing the indigeucus rubber production. The increased import of rubber to the 
·extent required for export purposes will not mean curtailed consun1ption of 
iudigenous rubber. On the other hand, if the proportion of imported rubber 

.:to indigenous rubber increases the prices of tyre and tubes should on the 
averag& come down. 

6. Manufactures of wood and Ti1nber.-The Persian Gulf area is a good 
marke~ for Indian furniture and cabinetware. It is :f;rue that f0r timber, w& 

rely on imports to a considerable extent. But <>ach ton of furniture exported 
pays for more than twice the values of the timber required to make it. 
Therefore there is a net gain of foreign <>xchange and to the extent that the 
timber imports profit insufficient for meeting both internal and export require­
ments, extra imports should be allowed. We recommend free export of 

· furniture with corresponding increase in the importi of timber if r1ecessary. 

7. Fish.-India has always been an exporter of fish. In 1948-49, the value 
of the fish exported was 1·4 crores a£ Rupees. There is no deerth of fish 
around our coasts. Exports are however at present restricted by quota, and 
licences. Fish is a commodity in which trading is peculiarly difficult to 

·regulate- by the grant of licences and there is no reason why export should. 
n0t be made completely free. 

8. Pkannaceutical Produots.-During the war; the absence of supplies from 
Westem countries helped the Indian pharmaceutical industry to find a warketi 
~or its products in the neighbouring countries of Burma and Ceylon as well as 
rn the Middle Bast and even as far as Egypt. Essentially, the Indian indus-

• try is ~ processing industry. It uses very largely imported ingredients. 
Restr1d10n on the export of its products due largely to the impor~ed origin of 
its raw materials has affected its exports seriously, more so, as c?mpetition: 
frota Weste,.n countries is once again severe. Recently there has been some 
relaxation of restrictions in the sense that medicines which do not contain cer­
tain specified. dru~s. or the ingredients of which are not predominantly of 
hard currency origin, are 1icensed for export freely. This arrangement has in 
practic~ not helped because proving t"t:at the _composition of a particular phar­
nlaceuhcal -proifuct conforms to the mstruat10ns laid down has presentee! 
Innumerable difficulties. Each case requires ad hoo examination by appraisers 

• wh~ are not themselves technical men. Drugs are often needed at a moments 
• not1ce and delay in obtaining a licence may mean total loss of business. 

_ V'! e havo throughout emphasised the importance of allowing goods contain­
" • mg 1mport"d raw-materials to be exported freely. In the case of pharmaceu~­

• cals, "'e understand, that the price of the finished commodity is many times 
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the value of its imported ingredients. As the demand abroad for Indian medi· 
cines is not very considerable, even were the policy to err on J;he side c-f libera-­
·li~y. no loss in the sense of a diminution of essential supplies is likely to be-
caused. The pharmaceutical industry is working below capacity and produc-• 
tion has decliued for lack of demand. We would therefore have preferred to·• 
recor.nmend that chemicals and pharmaceuticals should be completely decon· 
:trolled fqr export purposes. In view however of the tightness of the dollar 
position, however, pharmaceuticals which contain one of the following medi-

. cines, namely, Streptomycine, Penicillin and Emetine, should continue to be·· 
under export control, the rest being free for all export restriations. 

If export on any large scale is t-o take place, drugs must be upto the proper • 
standard. Even a few cases of bad quality shipped from India will destroy all 
possibility of our building up an e>:port trade in this line. We understand 
th~t internally t-here is control over the quality of drugs produced and a system 
of inspection is enforced at least in some provinces. We consider that such.• 

.inspection should be extended to all areas and if any manufacturer is known 
to be prepariug goods which are not up to recognised standards, ·the exports • 
of these should be banned. 

9. 2'abaooo.~The possibilities o~ inareasing the export of Indisn tobaac<> 
should be '!Ollsiderable at present. smce dollar shortage has made rnany co~­
tl'ies ,-estrict the import of Amencan tobacco. Unfortunately, the production 

_ 0£ the. first four grades of Vir~inian :flue-cure_d tobacco which are mainly in 
demm1i! is still r..ot as large as rt should be With the result that while demands 
£01• such tobacco remain partially unsatisfied, there is a surplus of lower grades· 
of tobacco which it is difficult to market. Indian tobacco has in the past 
be··n mostly taken by the U.K. The interest of the continental countries has­
no~• been aroused and there are possibilities of increasing tobacco eJt. ports to 
Europe. Tho gmding of tobaa?o has be~n suacessful a';ld has areated confidence 
amono oversea" buyers. An mcrease m the productiOn of the better· grades- • 
should lead to an expansion of exports-not only of unmanufactured tobacco but 
.alsm of India.n cigarettes. 

10. Chillies.-Ceylon is the main market for Indian Chillies although; ~ t~e 
pte-war period some exports went. e~en to the U.S.A. Export of c!'•l!Jes !s 
subjec~ to quota and licensing restrictiOns. The reason for these restrictions ;a 
stnted to be that free exports may lead to a rise in price. Even if this 
happened. we de. not think it would make ma.~e~ial d!ffe;e~ce. to Indian -~n- • 
smners since ·the amount anyone spend~ on chtllies ts tastgmficant. Chillies 
moreover can be grown almost anywhere. Increase in exports is more likely • 

· to lead to greater production than higher pric~s. At present on a?count .of 
restrictions lu India most of this trad_e has ~htfted to Pakistan, while som_e 
Indian cbi1lie• are reported to be findmg therr way to Ceylon through Pondi­
cberrv. The grnnt of small individual quotas t-o exporters is nneconomia and 
is 8 further impediment to exports. We recommend that restrictions on the • 
export of chillie• 'be abolished. 

!11. !ll11gnuium Chlarido.-Before world war I, Germany had a monopoly 
in the export of nu:t~nesium chloride. BetwP.eu thn wara, however Indian 
production began to be exported to many near and distnnt markets. World 
.9,.9 r II,. when Ge:l'man ~upplies were shut out, gave a gre.at; impetus to Indian 

_ mngu~s;~m ohl~r;de whtch beqa~ tc_ be expo;ted in increasing quantities. The 
competthve posthon of th•l Tndtan mdustry 1s weakened on aocoun~ of insufli'" • 
cient supply of the steel_ sheets. required for making containers. Increase . In 
railway and steamer fre1ghts have nl•o affected exnorts. Increased nlloent1on • 
of steel sheets and Rdiustment of thP. railway · freie-hu would e.erf.ainlv be • 
helpful. 
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12. Vegetable products (Vanaspati).-This industry \~bich use~ to. cater ~or 

·bb~ needs of undivided India and whose capacity has l5aen steadily mcreasn~g 
• is • unable to work to full capacity at present and will not be able to do so m 

·the fu lure uuless it is able to export. Its natural an!l established mar~et was 
'• Pakistun, but owing to export restrictions from India that country has ~port­

ed supplies which were speciaUy manufactured for •t by Holland and .l!rance •. 
• :Foreign supplies are reported to he cheaper and more attractively packed, and 
-although now India bas agreed to allow free export to Pakistan, not much . Is 
being taken up by that country. The competitive strength of the Ind•_an 
produot in the Pakistan market can only be restored by a lowering in the pnce (1. 

·of Indian groundnut and groundnut oil-measures for which we have ro.com· " 
mended separately. Apart from Pakistan, Burma, ~Vlalr.ya, Ceylon and other 
neighbouring countries should present opportunities for Indian vegetable pro· 
duct. In Bunna import licensing difficulties stand in th• way and negotiations 

• at governmental level are necessary for their removal. Meanwhile, it is 
·important that this item should be removed from the export control notification 
.so that no one able to do business with overseas countries is handicapped. 

13. Myrabol!am.-Tbe annual production is estimated to be about 100,000 
.tons of which approximately 50,000 tons are exported to America, Europe and 
pthe.r oountries which need it as a tanning material. Although a monopoly of 
India, myrabollams have to face competition from other tanning substances­
.Quebracho from South America and wattle bark from Africa. Exports U>ed 
w be handicapped by transport difficulties but the allotment of wagons now 

.. is reported to be satisfactory. The price of Indian myrabollam has however 
bee!l roised by the provincial sales taxes in O.P. and Orissa and the withdrawal 

"by t.he railw3ys of the concessional rates of freight to the ports, which were 
,jn force till about two years ago. Both these impediments nee<l to be removod. 

•14. Carpet and raw u•ood.-The export of Indian carpets shows a steady :f' 
.decline since the end of the war. Its value has fallen from 4·7 m·ores in 194'6-47- • 
to 2·7 m·ores in 1948-49. Exports to the bard currency countries in 1948-49 
were approximately a quarto" of whnt they were in 1946-47. The only country 
where export_s record an incrense is the U.K. The U.K's own produ_ction is 
largely catermg for the export markets and the domestic consumer in that 
country is therefore prepared t<> buy any carpets that tba U.K. will allow to 
by import.ed. The U.K. market may also be lost once British produotion 
.becomes tn;ailable for consumption in that country. 

'!'be main reasons for this fall in export are that the quality of Indian 
·~ar~ets no l•mg;r sams:ll:es the forei?n buyer. _This bas been la;gely due to the 
md!llerent quahty of the exports m the pe:'od when t_he demand was high. 
·Eq':'ally, however, there. has been a change m the taste of the buyer and the 
des1gns and texture wbwh he needs are not what the Indian · dustry ro· 
'duces. The Namdas of Kashmir, the Ga!icbas of U p and mD t P f 

f ll · ld · · · ruges o • BangRiore o ow convent10na es1gns and patterns. Their workmansh"p • not 
..,. good a.q it used to be and the quality of the materia' whi h tb 

1 18 
1 · · If tb' · d t · to · d . " c ey use s mfe1·wr. 1s m us ry 1s regam an · retam the markets h" j, ·~ had :1 

• fouud d>:ring the days of ~artime scar~ity, it will have to be reo:'ga~se~ with , 
the spemfic obJect of meeting the requrrements of consumers abroad. 

Tbe succe>s of the indus~ry depends very largel;y on the su 1 f d d d 
· • wool -vam ot reasonable pr1ces. The finished goods cann fP ~ 0 g~o f (oe 
.without gooil raw material, and Go-vernment must see tb 

0
t .et b•Ia 8 ac ryls 

d '1 bl W km b' 1 • · a sm a e yam 
·zna 6 ~""'a" .e. hor _toanbe ·~ atrosod requires to be maintained and new ond 

• appealmg os1gns ave e m need Carpets are r d d tl a 
<aottage industry and the pro~ucers require guidance ana ~s~~~an!'oi~ ~.:'ring 

•'for consumers of whose changmg tastes they do not have much idea. 
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It llas bee!! suggested that a 'ban on the export of raw wool or at uny rate· 
of tannery wool which goes into · Drugget making will have the effect of 
redueing the pdce of the raw-materiul and making Indian carpets more compe­
titive. In the markets of the world Indian wool is known as East India. 
carpet wool. With partition, its supply has been greatly reduced and the 
volume of our exports has gone down from 59 million lbs. in 1938-39 and an 
average of 45 million lbs. in the postwnr years ending 1917-48 to 15 million lbs. 
in 1949-49. · The U.S.A. takes over two-thirds of our exports of raw wool. 
As the !ack of .raw wool does not appear to be the reason £or the decline in 
carpet eJ.-ports we do not think t>ny restriction on exports is justiiled at presem. , 

. In order to regain the U.S. market for carpets, the attempt should be to, 
~dopv better methods of production. Once our exports of carpets increase, 

we could, if necessary, restrict the export of raw wool to ensure larger supplies, 
to the Indian indu"try. Better grading of raw wool and bettor methods of. 
marketing its eA'"}Jorts would fetch much higher valuea than a.t present. 

15. Ooir 1natting.-Ooir, coir yam and coir mattings have been traditional 
items of Indian export. During the war years, exports of coir mats like those 
of carpets inc.reased considerably. 0£ late, there has been a. se;rious d1•op in 
exports pari-icularly to U.S.A. w~ich w~s the main market for .coir mats. The 
decline is partly due to U.S. tariff pohcy protectmg the American f>roclucer of. 
woollen carpets. Equally, however, the trade has suffered on account of the 
ir.difl.erent quality of some exports and inability to introduce neW lllld varied" ... · 
design:-; which would appeal to the consumer. Good workmanship and new, 
design,.; nre very necessary. 

The import of floor covering in most countries is subject to various restric­
tions. VVhile iu the. U.S. it is the tariff policy which impedes exports in· 
otht•r couotrie51 there are _import r£·strictions. Thus in New Zealand, we tm'der­
stt>nd, the import of Indtan floor coverings is not allowed at all although im-

JlOrts from the U -~·.are being permitted. I_n _the U.K. its import is limited, 
·1~)by qmtas. NegotiatiOns to have these restriCtions removed should l:e under- •. 

taken forthwitl:: by Government. 

16. A!umi,ium ute,si!s .-The Indian industry has always catered for the · 
requirements of the ten:itories _now inclu~ed _in Pakistan. In addition, there 
ha ~e oeen exports to netghbounng countries hke Burma and Ceylon. Restric­
tions on the export of aluminium utensils which began in the days of the war •. 
have been continued ':'uch long~r than nece.ss.ary. Thi~ had a. particularly 
advors~ effect on supplies to Pakistan. Alumnnnm utensils made m India use 
imported aluminium to a considerable extent ·and since there is a protective 
dut'l' on aluminium imports, the cost of the. finished goods is too high for them· 
to have a r~ady market in foreign markets. A· special arrangement !io facili­
ta~e exports to Burma was made in the ·past by allowing drawbacks of duty 
to two of the most important manufaotnring firms. This concession however 
applies onl.v to exports -by sea. In order ~t exports to Pakistnt!. may prove , 
possibln the same concession should be extended to exports by land and a!J 
re<trictions on •.xport should be removed. 

17. Disposal goo~s.-It has be~n ~epresented to us ~hat a Ia;ge number of 
~items sold h;v the Disposals Orgamsation are of no posstble use m the country 

but ar~ not being allowed to he exported. either because ~ey are of American·· 
origin or because they fall nnder categones of goods w~Ich are not generally· 
a!lowe<l for export. Many of these goods are not smtable for use in the 
countrv while there are others which can be used no doubt but for which th<> 
internal demand is not large enough to absorb all that is available in l;h~ 
marlret. It is ob'l'iously desirable that what is not. us~ble in. the country • 
hould be allowed f.o be exported. Any acl hoc exammation as to whether or • 
~ot 11 particular lo~ of goods can be used in the country when an applioatlon 
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lor its export is received takes a great deal of time and very oft~n means that 
by the time permission is given, the overseas buyer is no longer mterested. It 

• js necessary to deal with such cases on broad principl<; rather than by . a 
.meticulous examination of each application. Goods whiCh are unusable m 
India because the power-supply in India is of a different voltage or b~cause . 
. petrol fc.r running the equipment is not likely to be available should nnme­
-diately be placed in the e:>:portable class. Goods which can only be used for 
military puproses must be treated as surplus since if they. were •:eqmred by our 
.own army they would not have been sold through the Disposals. These goods 
tshould aloe be freely exported though if considered necessary exports may ~e f· 
.allowed onl:v to such destinations about which there is no political or strateg:tc .,_, 
-<>bjection. ·Finally, as regards the bulk of items about whigh. no ge_neral ruling 
, is possible, the instructions should be that if the goods have remained unsold 
internally f"r any length of time, say one year, they should b~ __ considered as 
-4!Urplus and allowed for export. 

18. Miaoe!laneoua aeeds.-Apart from oilseeds with which we have already 
dealt, there are a number of minor seeds in the exportable category. ·Thus," 

• flea seed and flea seed husks used to have a good market the U.S.A. 
Dillseed, poppyseed, fennelseed, cuminseed, corriander seed, fenugreek 
<>eeds, ajwanseed, turmeric etc. also used to be exported to Europe 
.and America. There is also a demand in neighbouring countries. The 
·loss of the. export trade in these seeds is reported to be due to competition 
among exporters leading to a fall in prices which in turn resulted in a deterio-

.. ratio'l of the quality. Thus, several shipments of small seeds going to the 
•-U. S.A. have been. detained and rejected on account of rodent ~xcreta. A otrict 
•.check over the quality of such exports would revive these markets. 

· Ia Til••.-There is scope for the export of tiles Illore especially from 
:Mangalore. ' Demands from Australia have for some time past been coming in. 
Unfortunately, the first consignment that went there was not packed as it .; 
-ehould have been and suffered damage. Since then, we understand conditions 
have improved. For the development of this trade, it is necessary that the 

•-exact demands of foreign markets in the matter of packing and specifications 
-ehould be , studied. 

20. Tann•d hidea.-There is no reason why with the necessary technical . 
Jmowle'lge raw hides should not be so tr:eated in India as to be equal to the 
·best finished. material produced from them abroad. We feel that this is 

•-!' matter· wh~ch needs prompt action and we :-commend that government take 
.1t up forthW1th. We understand that there 1s some difficulty about the im­
.portmg of guebracho from the dollar areas. This tanning material we are 
-i;old, ·is mas~ Pecessary for the industry. ' 

. • ! . . .. '.. . 

21. Hemp.-Hemp has· been a source of considerable foreign exchange to 
India and it.< tctal exp?rts in 1948-49 have been valued at Rs. 3·34 crores._ 
Though the tot-al quantity exported last year was the highest in !"! t ars 
it wa• otill well below 1939-40. Another unsatisf•ctory tenden · .ctehn. · ye t' 
d ]. · '-- d · th t't' Q cv Is e recen ec mmg .-.-en m e quan 1 Ies exported to U.S.A. Producti01i th h le 
!s much below 1939-40 level and if it is increased it should not 1:: di~c~t 0t 0 

• mcrease exports by at least 25 per cent Every encour t h ld 
therefore, be given 'W thg producers to achi~ve this ObJ' ect ap~em!'':' 8f oud ' 

t '--- t f 'lit' h' h h b · rDVISIOll 0 a e-• qua. e 1.ru~spor, am tes_. w tc as. een a serious obstacle to the :Uade 
dnrmg the last ·year, direct trade WJth the eonti'nen .... l k t . 3 f 
'hro ·hL d · · trd. t'·, f · ""mares mstea" o , ug on on, re-m o uc Ian o concessional rai!wa £ fro Sh' 

• and oH.er ~entres to · K. · P. Docks, better _ associati Y ra f-.estr. d m . mphur 
·Agmarking sehemes,-. provision of adequate retting wate"n ° ·a n e v.1th t. e 
samplinr and f!T!lding and m~tintenanee of uniform. r; avm ance of delay m 
·year :fo year will ~o a long wa:o to improve the po~~o~~ these. respects from 
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WVISIBLES 

The main item of invisible exports are •shipping, banking, insurance and 
:tourist _traffic.' The earnings from foreign countries by way of these constiture 
an ~dition. to the country's foreign excha_nge in the same way as expocts. 
W.dia s earn~ng_ on these :9-ccounts _at present 1s y~ry small, the main reason being. 
that om· shippmg, banking wd msurance facilities are not developed and we 
have to rely on other countries for these services. l\feasures to increase our 
-earnings from these must include a development of these services as well as , 
en increasing use of them by Indian trade. 

!!) 2. This Committee has obviously no time to examine the development of 
Indian Shipping, banking and insurance. Accordingly it must restrict itself t.o , 
general observations. 

3. Banking is largely a matter of confi_dence. Branches of Indian Banks, 
particularly if they wish to flourish abroad, must secure the confidence of those . 
who are to be their constituente. Once that has been achieved, progress is • 
bound to be rapid. We understand that restnctions a>:e placed by foreign , 
countries on the opening of branches of Indian ba!lksc It is for Government • 

) l!o see that no disqrimination is practised against our nationals. 

4. Indian Shipping services now ply between India and Europe as well as 
India and U.S.A. We understand these services are not being utilised by the 
trade to the fullest possible extent. One of the reasons for this is the slow turn­
round of the steamers, which pick up cargo at different ports of the Indian Coast 
~th delay at each place. This i~ turn is necessitated b;y: the non-availability of 
tu11 oarg~ at the port . from which they c:ommence th.e" voyage. It is often 
-suggested that as a p.ositive .measure of.assistance to Indi!'n shippmg and in parti­
cular with a view to mcreasmg our foreign exchange earmngs, Government should 
bring some form of p~~sure, direct or indirect •. on trade to utilise Indian ShiJ!--: 

\~ing. We feel that this IS a matter where there I~ roo~ for propaganda and pu~li-~ 
city but not for pressure. Performance will brmg Its own reward. If Indian 
ilhips are able t<i offer as gcod or better service. than foreign. ships, there is 1, 0 

doubt that they will not lack cargo. CompulsiOn odi any kind m!'y have un­
<l.esirable repercussions ou the volume of on: export trade, . smce Indian 
'Services are still running at not-too-frequent mtervals. There IS yet another 
danger in any policy of compulsion, namely that the other countries might , 
retaliate. 

5 It is also sometimes urged that we should insist on all our imports being 
ilhi 'ped f.o.b .. and all our exports c.i.f. The very fact that the proposal rests 
-on ~ho adoption of two different systems of invoi?ing sho_ws that it is impracti-

ble If we insist on such a measure, there IS nothmg to prevent other • 
:untnes trom adopting the same policy towards us. In particular, it has 
i> en urged that the shipment of jute goods from India to U.S.A. which takes 
pi f 0 b 8.t present, should now be made c.i.f. Hero again it is clearl:v 
, a~reabl·e·th. at the shipment should preferably be c.i.f. and the option of choosin"" 
... es• . ' h th Ind' h' I · o the shipping should remam mt ~ Ian s •Pp.er. t Is not a case however 
,-~:fbere Government c~uld or should mterfere, partiCularly as Go~ernment :s OWB 
~,urchsses of foodgrams from the U.S.A. are all f.o.b. It IS essentially a. 
-h.atter to be settled between the Indian shippers and their foreign buyers. 

~ 6. Insurance is again a matter of confidence. Those who are to insure 
-with a branch of an Indian company must feel themselves safe in its hands and 
must. be certain of receivin!l as good service as any !oreign company can give. 
Insurance companies have o.£ten to face a great. deal .of con;petition but in the 
-end character tells and busmess ~one on. t~e. ~1ght .hnes WJth low profitll, -low'. 
-expense ratios, and prompt meeting of habihties mil do much more for the 



60 
spread of Indian insurance than anv amount o£ Government assistance or 
favour. Here too reciprocit.v must be insisted on. So long as we have n fair­
field we need not ask- for l;nvt.hiug more. It is essential that all foreign ex­

, change earnings of ~ndian inSurallCe companies should be sur:endered to the 
Indian exchange control. An insurance company does occasionally ~ave to 
pay cut more than it has received. Such a liability in terms of foreign ex­
change would fall on the Reserve Bank of India. and it is but right and proper 
that tn• earnings of foreign exchange should also come to its .credit: It ~ no. 
answer to sav that such insurance companies as do not credit their eanungs 
to the Reserve Bank cannot claim foreign excbangP. from it. If an Indian 

-insurance company operating on its own defaults in auy payment because. of 
shortage of foreign exchange, not only will that company but all other Indian 
insurance companies lose e.redit. 

7. ]'or the development of tourist traffic. the Ministry of Transport is 
responsible. We understand that various steps to improve amenities to 
tourists are under eonsiderat,ion and some arrane-ements have been completed. 
A Committee was appointed which first met in~ November 1948. No tourists 
•eem to have arrived since then. We can only hope that the results of the 
Commjttee's efforts will be more successful in the next cold weather. Tourists. 
from the U.S.A. spend a million dollars a week in France during the summer. 
Although the distance to India and the cost of coming here is much greater, 
there is really no reason whv, considering the many u.ttractions this country 
has to offer, the lure of the unknown and the desire for adventure, at least a 
twentieth of that sum should not come to this country for each week during 
the four winter months. Many people in America and Eurone ~ong to get. 
away from their depresSin£!' willter, and November to February ls the bes~;·· 
part of t)'~ year with us. If however progress in planning for touri.sts .traffio · 
and providmg necesssary amenities nroceeds at the same pace at whiCh It has 
done in the past, not much of this-rich harvest is likely to be gathered. Nor 
too will the many restrictions which the governments of some of our provincesz 
impose and wish to impose 011 social life uud behaviour conduce to the increase · 
of touring. lt is no answer to say that the tourist personally will be exempt 
from restrictions. A visitor comes to a foreim country in order to meet the 
·p~ople 'and to have social contacts with the~ and anything that prevents .this­
discourages tourism. 

8. A point worth mentioning here is the evasion of exchange control. Esti-­
mate as to what proportion of our total dollar earnings are nob 
be~ng properly credited to the ·country's foreign exchange account bub are 
bemg he!~ abroad by Indian nationals vary from 5 t·o 15 per cent. of 
total foreign exchange earned. The manner in which this is being done is said 
to be the under-invoicing of exports and over-invoicing of imports, the difference 
. between the correct valne and the value shown i1;I the invoice being credited to 
the Amencan account of the exporter or importer. Although every exporter 
has to undertake to surrender to the Reserve Bank the declared v8.Iue of his 

•exports, there is no machinery at present to ensure that the declared value is. 
the correct on~. In the United Kingdom this responsibility falls on the Customs 
staff. In India too, if effective arran!(ements sre to be made, the task must:, 

'be left to the Customs. We however do not wish that anvthing should be~ 
done to the .detriment of the export trade. We would not suggest the stoppag& 

, o,f any consi!plments on the ground that they were undervalued. Where the 
Custo!"s offiCials consider that the value is too .low, the matter should.be taken 
up With the exporter after ~he goods . have been shippe~. The examinsti<;'n 

• "!'on!~ be made by a sufficiently seruor officer who Is m a position to dis- · 
tiDgUish between under-invoicing and selling at very low margin (as one must 
to a hard currency country}. 
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{). On the import side, over-invoicing is mentioned as being responsible for­

a. good deai of leakage. Iri addition, licences are obtained sometime• on falsi' 
pretences and by giving an incorrec~ and misleading description of what is. 
sought. to be imported. Thus, it has been reported that sun glasses were im • 
ported against a licence for optical instruments. Evasions like these are 
difficult to check or detect. Consequently the. need is all the . greater for • 
exemplarv punisinnent, when a case is detected. The antisocial character of 
the wastage o~ dollars has not been realised by the people. Public opinion needs • 
to be aroused against individuals who take advantage of ~heir country in thia 
:fashion · 

CONCLUD~G REMARKS 

. In conclusion, we desire to express cur thanks :to. our. Member-Secretary, 
.Mr. L. K. Jha. His wide knowledge of the subject we dealt with, remarkable 
industry and diligence, cheerful and amiable personality have been of invalu­
.able assistance to us in our labours, 

I' 

,. 
Bombay, 

:13th September, 1949, 

(Sd.) A. D. GORWALA. 

(Sd.) K. D. JALAN. 

(Sd.) J. ·N. RAY. 

(Sd.) RATILAL M. GANDHI. 

(Sd.) G. EUTB[YMOPULO. 

(Sd.) ABDUL JALI,.. 

(Sd.) U. N. BARMAN, . . 
(Sd.) HARIHARNATH SASi'RI. . . . 
(Sd.} L. 'J(. JJIA. . '· •, I' •, 
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STATISTICAL APPENDIX. 

BEST YEARS OF EXPORTS 

(Based on exports from 1934-36 to-date) 

Unit 
Quantum 

of 
Exports 

Best year 
of 

export 

Ex potto­
m 

1 9 48-4-

-------------------- -------------
Food and Drink~ etc.-

T.., In millions of lbs. 406.7 1944-46 406.~ 

- Tobacco • .. 75.3 1946-47 56.8 

Spices In '000 of owta. 657.8 1947-48 458.&· 

BawMaurial 

Coal •. D '000 of tons 2008.9 1939-40 1182.&-

:mea In '000 of Cwta. 293.9 .1937-38 889.8o 

LM 833.9 1936·37 490.05-

Bides and Skins Raw In '000 of tons • 43.8 1935-86 12.lt 

llang&nese ore .. .. 1001.0 1937-88 308.&. 

Oil.-
I 

Groundnut • • In '000 of gallona • 8702.6 1940·41 8900.&-

Linseed • • • • .. • 8317.5 !947-48 2280.4-

Castor • • • • • .. • 6638.11 1947-48 8009.11 

s..a..-
(i) Goundnut oeed In '000 of toDI • 835.1 1938-89 88 .a-

~-. 

(01) ):.lnseed • • .. • 818.8 1938-89 25.&· 

(iii) Castor • • • .. • 08.7 1984-35 

Cotton Raw • .. 762.1 1939-40 76.&-

Jute Raw • • • • " • 820.5 1936-87 212.'1" 

Maroqf<U~uruJ Artidu~ 

Bides ·and Skins, Tanned In '000 of Tons 81.9 1039.40 14..4-

Iron and Steel manufacture. .. 9e.a .. 1ll-~ . 
. r anufaoturea 

" 
1088.8 .. 925.~ 

Cotton Piecegooda In millions of yards 819.1 1942-48 840.&-

~ 
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TABLE No. I 

a':l>t:>!!H.:> - ~ 
~o·eo.::..'w 

E:qJMl oj ,wiacipal commodities tlul'if19 thejlrlll holt1es of 1948 and 1949 both tn&erm• of t10lume Dftd 
mlue. 

Commodities 

Jute Manufactures 
Juti!Raw , 
•cott011 Piecegood9 
CottonRaw • 
Cotton Waste • • 
Hides and Skins Raw 
Hides and Skins Tanned 
Groondnat Seeds 
Linseed • 
Groundn11t Oil 
Linseed Oil 
cast .. oit 
Mica 
Lao • • 
Manganese Orea 
Tea 
Tobaeeo 

• 

•In millions of yards-. 

Quantity in 000 of tons 

Export during 1st 
half of 1948 

(January-June) 

Quantity Value 

464.1 7292 
160.1 1681 
106.5 1150 
69.1 1226 
32.7 323 
9.0 318 
7.0 615 

50.4 363 
23.8 142 
30.4 524 
5.5 99 

18.7 240 
10.2 319 
16.3 526 

162.3 87 
68.2 2370 

• 7.6 307 

TABLENo. It 

Value in Lakhs of Ra. 

Export during 1st 
bali of 1949 
(January-June) 

Quantity Value 

379.2 5581 
83.6 1051 

156.2 1483 
33.4 587 
34.1 327 
9.2 321 
8.3 795 

38.5 309 
22.3 131 
16.6 295 
3.7 66 
1.4 25 
6.7 238. 
9.6 845 

269.2 17Q . 
89.1 3160. 
10.5 ·. 458. 

JBzpO<I to Bard CUIT""'f' A,_ durirlf/ tM jlrsl halvu of 1948 and 1.949. 
Quantity in 000 of tcma. Value in Lakbo of Rs. 

I 
; .J'ut" Manufactures 
r JuteRaw 

Tea 
Lao • • • 
Fruita and Vegetableo 

, Mica • • 
\ Hides and Skins Raw 

Bides and Skins Tanned 
Cotton Raw and wast& 
Spices 
Oils • • 
Mangan.eae 0~811 
·Others 

.. 

Exports during 1st 
bali of 1948 

(January.June) 

Quantity Value 

202.8 8598 
21.6 508 
9.0 828 
9.2 298 

145 
7.5 219 
5.7 277 
0.8 82 

28.2 410 
2.6 64 
4.9 87 

96,8 48 
880 

6437 

'Export during 1st i · 
balf of 1949 

(Jauoary.June) 

Quantity v..x.e· 
151.9 25411 
38.4 408 
9.5 . 83Y 
4.9 165 

198 . 
8.7 1,. 
4.ll 1118 
0.1 29 

28:4 3!1:1 
8.6 162 
1.1 29 

. 182., lltl•. 
854 J 

5848 



TABLE No. III 
.B.;p~n of Jute m-:~nuj~ures ~ p1'inoipal coun&ries during ths ftrst halv68 of 1949 and 1948. 

Quantity in 000 of tons. 
January-June 1949 January June 1948 

U.S.A. 
Australia 
U.K. 
Argentine 
Pakistan 
Thailand 
Chile 
BUrma • 
Canada 
Newzealand 
Other Countries 

.. 

91.8 
46.6 
43.5 
32.2 
19.4 
7.8 
7.4 
7.4 
7.1 
6.7 

109.3 

379.2 

TABL:ENo. IV 
!J.u._go:m o:r PAYJmNTS, 1948 

Outtlnl 2'ranBOCtionB 
(In orores of rupees) 

126.3 
59.5 
63.4. 
26.1 
1.7 
4.8 
7.0 
9.1 

14.7 
7.3 

144.2 

464.1 

. ~ ' Receipts Payments Net . 

, .. 
'1·.. Uerohandise\ li:r~f'::_rta f.o.b., imports o.i.f.) 
"2. Non-monetBI"Y. gQt_~9Y8JP~~t._.__ _.! • ----~~-
:3. Foreign tarvel , • • • • • 
-4-. Transportation 
1§. lnsura.noe • • 
f. . J DVeliltment, i BOOmS , , , 
't, · lJoVAt'ru:nent. ngt inoluded elsewhere 

i 8. Misoel181neo~B . 
9. Donations§ 

10. Unclassified 

11. r Total Cur:rent. Trawsaotions 

._ .. ~~orS ~~d.Omissiou 

438.7 
----· ·---·--- -- . ·" 

4.6 
1.7 

12.2•• 
24.6 .. 26.1 

,• 16.0• 
23.2 

542.1 

476.4 -46.5 
0.1 ~o.1 
4.1 ~4.1 

9.0 ~4.4 
3.4 -1.7 

30.0t -17.8 
105.6~ -80.4 

16. +9.9 
5.8 +10.2 

14.6 +8.6 

664.6 -122.5 

1.5 

·--*ROO~ipts u'O.d.ei-" thiS- itO~- ~r~ likOty. to i~i~de some on account of insurance and freight 
charges which' it ha.s not been possible to separate, but both Receipts and Payments exclude 
transactions under Government barter deals. 

:::;-••Includes. the interest 01.1 the starling assets of the Reserve Bank of Jndia. 
·.:.:_ ·. tThis figure is oom.Po'led of re~15ipts by mission any in!Jtttutions remittances from Indian9 

abHad (of whioh a provisional est.ima.te has bean m!t.de), and other unilateral tr~ers into 
t}je.!country. 

:l t A provisional estimate to be verified later when the Census of Foreign Investment& 
oODiplete. · 

f·. I ' :f .. ,Z~oludes the amount of Ra. 60 crores paid for stores under the t~ of· the Indo-U.Jtlfl 
.Fipanoml Agreement. . ._; 

t' §This figure is composed ofreeeipts by missionary institutions remitanoes from Indian.: 
ebload (ofwhiob a provillional estimate hM been made}, o.ud other unilateral transfer& intot. 
flbe eountry. 1 • • • • ~-

· L l · .J ".: 

GIPD-L-148 M of Co - 19-ll-i9-150. 


