0D 131
2,450

'REPORT

OF THE

EXPORT PROMOTION COMMITTEE

PuawasHxn vy Ty MANAeER or Pusticarions, Dmei, Impm,
PuinTep py THE Manscsr, GOVERNMENT oF INDs PuEss, Nsw Devuwz, Iwors,

Price Ae. 14 or 18, 84,



EXPORT PROMOTION COMMITTEE

:  New Deum,
" 15th September 1949.
To )
The Secretary to the Government of India,
Ministry of Commerce,
New Delhi.
BIR, :

I am directed to submit herewith the report of the Export Promotion
Committee constituted in terms of the following resolution No. 64-CW(84)/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 {rade position of India and have been considering ways and meansf
to achieve a balance between exports and imports. With this end in view they
have decided thet s committee should be appointed to make recommendations
for stepping up exports with the following terms of reference:—

(1) To moke recommendations as to' the measures fo be adopted for
_stepping up-exports so as to achieve balanced trade, with parti«
cular reference to exports to hard currency countries. -

(2) To exsmine impediments in the way of increased exports partieularhf
price, quality and licensing mechanism, and to suggest wha
- .should be done 0 remedy the situation. '

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

9. The Committee will consist of—

Chairman.
Shri A, D. Gorwala.

Membera,

1. Bhri K, D. Jalan,

2, Bhri Debes Chandra Ghosh.

8. Bhri Ratilal Mulji Gandhi.

4. Prof. D. B. Gadgil.

B, Mr. G, Euthymopule,

6. 8hiti Abdul Jalil.

7. One representative of labour.

8. One repregentative of primary producers. .

9. Deputy Director General (Developmen} non-engineering), Ministry of
Industry and Supply.

10. Shri L. K. Jha (Member-Secretary).

Government may appoint further members to the Committee a3 and

when necessary.
148 M of Come
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' The Committee may co-opt tééhnical officeis 6f {ha Goverhnient of India
as members when relevant matters relating to their work come up

for examination. o o o

The Committee is accordingly requested to undertake the necessary
enquiries and to make its recommendations by September ]5th af
the lutest. The Committee may submit interim reccmmendations
‘where they find that immediate action is called for and can be

‘takep without waiting for the full report.

"The headquarters of the Uommittee will be at Bombay and it may visib
such places as it may consider necessury for the purpose of this
enquiry. The Government of India trust that firms, Chambers

‘of Comimerce, Associations and persone who are iiterested or
-knowledgeable in subjects coming under the inquiry will afford she
-Committee all the assistonce that i may require and will comply /
with any request for inforruation that may be made.” - - -

8. Prof. Gadgil was unable to join the Committee. The representatives of
+ B2bour and primary producers respectively were Shri Harihar Nath Shastri-and
:8hri Upendra Nath Barmar. ‘ :

* 4. The 'Committee began its first session on the 22nd July 1949 in New Delhi,
Ten meetings of the Committee were held in Delhi, seven in Calcutfa and the
mes$ in Bombay. -The fing! session of the Committes for. considering the draft
weport began in Bombay on 11th September and the report was signed on the
A2th September 1949 by all the members éxcept Shri D. C. Ghosh who was
mmnable to attend. ] _ -

5. At its concluding session, the Committee desired that its high appre-

@iation of the work of the Cheirmen should be conveyed to -Government, ~

Yours faithfully,

L. K. JHA, .
Member-Becretary.
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PART I : S |
PRINCIPLES _ : -
Balance of Payments: an Analysis

The appointment of the Committee arose oul of the serious problem inm
velation to the balance of payments faced by the country at present. It will,.
theghfore, not be out of place to msake general observations on the pature of
the balance of payments problem in India and the extent %o which a policy
affecting exports unilaterally could be successful in dealing with it.

i

" 2. The mechanism of dealing with the problem of balance of paymente
‘nder conditions of lzissez faire economy was that of adjusting either the ex-p
‘hange rates or the internal level of prices, When there wuas a divergence.
etween the internal and external levels of prices, imports into a country were
hicouraged and exporta correspondingly discouraged. This created a gap’
~Between the wolume of resources earned by the country abroad asnd the pay-
ments it had to make fo foreigners. Such a gap could be met for a time by
drawing on sceumulated foreign resources, by export of capital or gold or by
borrowing abroad. In the meanwhile, the action of free imports of cheap
fureign goods was expected suitably to depress the internal prices and bring
them in line with the international price levels. - If for any reason, such 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 by an appropriate change in price levels or could nct
begnanced by external credits would result in depreciating the value of the
surfency of the country in terms of currencies of the other countries, On the
other hand, exchange depreciation could also be used as a means of eorrecting
_an unfavourable balance of trade when it was thought for any reason neces-
sary not to let the changes in the infernational price level press heavily on
the level of internal prices. In a laissez faire economiy international prices and
internal prices, the rates of exchange and the ability to obtain credits abroad ,
or 1o export gold abroad, were all closely inter-related.

8. It cannot be said that the adjustments indicated above vere brought
gbout always either with rapidity or ease. This was specially the case during
the inter-wur period. For the larger part of this period control exercised
over foreign trade by most countries was small snd 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, & number of countries
resorted to policies of deliberate exchange depreciation or restrictions of foreign
%tade in order to achieve certain ends of internal economic policy and balance.
Thews is not the place to discuss how far these measures were either justified
or successful. It is however appropriate to point out that Indis was not one
¢f the ecountries which adopted these restrictive or regulatory practices, and also
that the attainment of a balance of foreign payments during the depressioms
years cost India a large part of its accummulated hoards of gold.

4. Whatever view one may hold rega-rd_ing the automatic adjustments of
bglance of payments brought about in a laizses feire economy, it must be re-
cognised that those methods of adjustment are not ab present available 4o us.
The entire foreign trade of most gountries of the world was under governmental
rogulation and control for all the war years. In the post-war period, there has
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been some relaxation of controls over foreign trade in Indiz and in other
countries. However, in most countrigs ‘ot the world it bas not been possible to

go far in this direction. The main reason for this appears to be the lack of

basic adjustments in fundament#l &cotiemie -conditions without which it is

considered dangerous to relax the controls over foreign trade. The period of

transition which had bésy anticipated ds being ‘hedessary” to bring about these

sdjustments has been much longer than had been expected. Fundamentally,

tbe Hecdssary basic adjustmeiit is- that betwéen' the value of the cwrrensy. of

a‘ecuniry ag reflected by ity internal price Ievel and the devel of international
prices: In wartime, imovements of price levels in the various countrieg Q_&d_

noti been uniférm ‘and’ tha- policiés -pursued (in ‘the " Budgetary and monetary-
spheres by the different countries' in the post-why period have ‘elso not been the
same. For India, the value of the rupee declared to the International Monetary
Fund was placed: at:its prewar level. ' It is: doubtful whether at the time of the’
declaration. the internal price level was adjusted to the value of the monetary"
unit." ‘Arid the necessary adjustment of the Indian price level to the inter-.
national level of price has been actually made more difficult by policies declqyred
in 1947-48, - Therefore, as long as & more reasonable relation between internal-
and international price levels is not established and resort cannot in the altermma.v
tive be had to exchange depreciation, a continuous control of foreign trade and
watching of the balance of payments situation closely becomes imperative, Tt

is naturally the hope of all that resort to exchange depreciation should ulti-
mately not be necessary, But the possibility: of avoiding en adjustment
in the value of currency depends on the effectiveriess of the action in ‘bringing

about the necessary changes in internal price levels within a reasonable period.

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 ares.

The disparities in the movements of internal prices and prices abroad are in &

large measure responsible for the adverse balance of trade now experiencedwhy

India.. On a superficial examination of the present position, there would txus:
be required considerable -depreciation of the rupee even in terms of sterling for
bringing about the type of adjustment that would have been brought about
under conditions of laisses faire. 1t is clearly not in the inferests of the country
$hat such an adjustment of the value of itg currency should be forced upon it.

5. The other check té 4 eontinued naladjustment of balince: of' paymenty it
a free economy would be lack of foreign credits or internal liquid resources by
means of which the gap could be covered. It Lappens that the accumulation
by India of sterling balances during the war has temperarily made this diffieulty,
of little account. The continuous availabiliby of large balances ybroad during
the post-war period must be held respensible for the argency and gravity of
the balance of payments position not being brought home early enough to of
ite not being considered serious enough by the Government or the people of
India. Tf these resources had not been available—just as if the gold-hoards
had not been available during the 1ast=dEQade~—g0vemment would have beemn
fereed to take asction either in relation to imports or in relation to the internal’
price level. It could postpone action only because of the possibility of relid™e
on these aceumulations, o

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.y As long as these are not corrected, considerable rese

trictions on foreign mﬁe will be found to be necessary. And in the absence

of such restrictions, a frittering away of our hard-earned balaneeg is almost

inevitable. In view of this, we take it for granted that an tppropriate re.

gulatory. policy in relation to imports will be an important part of the Govern.

ment drive towards the attaipment of a balance of international payments. 1t
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is-obvious that there are certain basic needs of the eountry which. can only be
met by imports; the deficit in food, as long as. it exists and our lacking essentiall
materials like petroloum must always lead %o substantial imports. - It is. abus
extremely important for the country to import capital goods- both for replazce-
ment ;and. development purposes. In the .circumstances, 'an.'order of priority
for imports and & system.of qualitative and quantitative restrictions on impark#
must be maintained.. There is also a cloge connection between. imports amd
exports, This is especially close in countries which export goods manufactured
out of, imported raw materials. Relation between imports: and ¢xports is mob.
equally close in India. However, manufacturing ectivity whether leading io
exports or to the avoidance of large imports for internal use does require sub-
stantial imports of essential materialg of all types. Thus the import prograrmmer
and import priorities would look not only to basic needs like food but also o
the operation of the whole economy and its ability fo produce primary

.secondary goods both for jnternal ¢ongumption snd for export. )

7. At this stage, it would be appropriate to refer to changes in policien of the
Government of India regarding imports during the post-war period -and -es-
pecially to the loosening of import controls as part of the anti-inflationary
drive during the last year. - The restrictions on imports and the list of arlie
that eould be importeg with no special licences have undergone many and wide
fluctuations during the post-war period. At times it has been felt that severs
restrictions on imports were necessary In order to conserve essentinl exchanye
resources gnd at others it has been held that the inability to utilise the- available
foreign exchange resources by msking adequate imports was eompromising India’s !
position in international agreements, Import policies have fluctuated froms D!
extreme to another according to the sentiment powerful at any particuler timed
1t is difficult to say to what extent the variations in the valyes of imports were;

ue to Huctiations in imiport poliCies and to what exteiit they were due to other”

tors such as availabilities and price-relutions. It is obvious that the lack of

import restrictions may lead to a deficib balance in international payments whem |
& mal-adjustment of price-levels invites such a deficit. | The fundamental reasam
for the balance of payments difficulties must be held to be the maladjustmens
in the price levels. | It may be said that the . non-emergence.of an  advemss
balérice in 1947-48: was .at least a8 much due to the leck of export availabilities
in industrial countries and the comparatively small gap between Indisor
gther prices as to the restrictions laid by the Indian Government cm importi
On ihe other hand, the rapid spurt of imports of all varieties of goods diming
the-]ast 1‘2. moqths_ has 'been. the result, fundamentally of the- previous =
flatienary rise of prices in India. The rise of prizes that took place in: Indim
during the first three quarters of 1948 made the Indian market considerably
more qttractl\'e to foreign goods than other markets. 1t was this which was
primarily responsible for attracting large imports. It must ap the same time
be admitted that the contemporaneous loosening of import controls made b °
possible for importers to take advantage of the possibilities of making profik
in the Indian market opened by the rise of prices. ’

8. In_view of thig, it i3 instructive to note that the I isl ' OP"“.
geperal licence is considered by some to have been g pa:t' L:fe Tllllelzsglﬁgtigiésgona‘f!
drive of the Government of India. The statement may be interpreted as meal-
ing that ﬂile Goveralm_ent of India desired to check the tendency of. int
prices to' rise by bringing in imports of consumer goods which only shows Feow
the inability of Government in the absence of an appropriate budgetary, eredi
and control pollgy, makes it adopt temporary palliatives which mrfv lead to am
ultimate worsening of the situation. The inability of Government to check &

_ rise in prices of manulactured products led it to encourage imports which would
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not otherwise be urgently required and the flood. of consequent imports ulti--
mately led to a serious balance of payments situation and the frittering away
of valuable assets for non-essential consumer goods, ... - .

9. Equally with imports the volume and wvalues of exports are a reflaction
chiefly of the price relations and of the over-sll price situation. The volume
of exports depends essenfially on the compefitive position of the goods of a
eountry in the internationsl market. Even in goods in which the country

. might hold a monopoly,. the international demand is never perfectly inelastic.
During war, when bulk buying by Government was common, comparative prices
did not directly influence 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 post-war peroid, a general
searcity of all kinds of -ecommodities - 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 Indis are thus merely
two aspects of the same situation. India has been unable to export larger
quantities of its important products even when world trade as a whozle has been
expanding. An examination of the position in relation o 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 very brisk. A material which is essential
and well adapted for the purpose for which it is used may yet find difficulties
of sale if its price level is pitched too high in relation to the requirements of the
situation. The great difficulties experienced in selling important oilseeds and
vegetab]e oils are acknowledge to be due &ln'-lOSt entlrely to the price f?,ctor.
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 degres
the close connection between an intelligent internal policy rEgardlns controls
and the whole balance of internal and external economy. In cond1t19ns in
which all foreign trade is conducted on Government account, the relation be-
tween internal and international prices may not prove to be importans. § Where
howaver, external trade is largely conducted on prn.ra.te account _and w:here
exchange rates are held rigid, the relation hetwegn internal ar_id. mternatmr_ml
wrices are of the utmost importance.{ In such circumstances, it is the relative
"ice levels which unduly stimulate imports and actively discourage exports and

.4 to acute balance of payments difficulties. In such s-tuations, it must be

J sarly recognised that the fundamental 1-emedyl 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
a very considerable effect on the level of exports.

2. The first of these is prces. Indian prices today are nearly four times
what they were on the outbresk of the war. During the war, prices rose by
about 150 per cent. and since then they have rizen by anot_her 140 per cent. the
yate of increase being highest in the last two years. Tt ix in the light of the
facts indicated by 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 sfronger economies of the world. The
rupee was actually considered feirly hard curreney by many other countries®
and was regarded as a substantial source of strength to sterling with which it
was linked. If the price leve! had continued at about the figure then prevail-t
ing, our position today would have been extremely favourable. With an
internally strong economy broadbased upon a reasonable wage-cost-price strue-
ture, we could have inereased greatly our exports in the comparatively pros-
-,perous year 1948 and in 1949 held our own in the export markets of the world
qgspite of the threatened recession.

8. The Government of India, we understand, are greatly perturbed about
the prevailing high prices and are very anxious to reduce them to & reasonable
level. With this objeet, in October 1948, an anti-inflationary drive was®
launched « For some time, prices did not rise and later there was a slight 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 achigved unless the problem is
tackled determinedly and as an integrated wholse. | We must at the very outset
make it quite clear that reduction in general prices is a condition precedent to
suecessful exporis. | Without it all effort must be in vain.

3

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 cut of all markets, but even more
price themselves 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, bub all hope of expand-

+ung hard currency exports on even a moderate scale must be given up, unless a
“Yeasonable price level is attained. . _

5. This question of prices is of special importance in connection w.th wages. '

If prices can be _reduqed. wages must follow suit. It is in our view wrong,
and it would be_inequitable, to attempt a reduction of prices by first making &
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 below the
prewar level. A wage-stop and a price-stop can go together. However, it
would be better if a price-stop preceded a wage-stop. A profit-stop must of
course coincide with a price-stop. It must be recognised that there is s mini-
mum fair wage below wh'ch wages should not be reduced. The produetivity
of labour 1s one of the most important factors in the national economy and
while it is only right that there should be no attemnpt to cut reasonable wages
until prices have been brought down, it is essential that productivity per man-
0 hour should at the very least be maintained. The worker's stuke in the
common good is great as that of any other class and so too is his responsipility.

w 6. Another fundamental problem is that of . ' i

A dia imports f_oodgrams, cotton ind raw jute. ouftsf%tri? ain import have-.
assumed greab 1mportaqee during the latter-war and posg_%vra:on eﬁggssand it
has recently been prominently put forward that these imports fre at the root
of all its balance of payments difficulties, and that their elimination woulds
gettle in India’s favour all balance of payments problems.  Attention must
therefore be directed primarily to the attainment of self-sufficiency _in. food. D
Now there is only & certain  amount of land available for cultivation in the
country. Some of it 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 io all of them. If therefore we are going to become self-sufficient in food 1t
can only be at the cost of diversion of land from the growth. of other ecrops,

except of course, where. sormie new irfigation jiFgject or agricultural improve-
mient incteases soil yields. In the short term, such. developments are not
Hkely oni-any Targe seale. = Accordingly, as a generdl rule, we must be prepar-
ed to grow less of other crops in order. to grow .more of foodgrans. The other
crops may however be more paying. Thus an aere 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 cobton. An acre under sugar-caneé will
%ive an even higher return, Is it then wise fo concenfrate on growing the
ower value coreals at the expense - of the higher value cash crops?  Thed
answer really depends on an estimate of political probabilites. 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 availoble in foreign
countries from being brought here in large quant ties. If therefore it is
anticipated that within the next two or three years there is the probability of
a recurrence of a calamity of that nature, then obviously self-sufficiency 'in
foodgrains 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 & certain minimum of cereals, those crops which will benefit our
agriculturist as well as our foreign exchange position most. Should this view
prevail, the right method would be to attempt a proper erop plan for the whole
country, laying down the quantities of each erop to be grown and the quantities
to be imported, due regard being had to the advantage from such grgwing and
import.  More especially is this desirable, when as at the present time, food-
grains are available in large quantitics and et not excessive prices from abroad.

- 7. The problem of raw jute is particularly pressing. Unless some reaso.-
able -orrangement can be made with Pakistan, the future of the jute manufac:
turing industry is at stake./ The position of this eountry, vis-u-vis, Pakistang;
would be greatly improved in this matter if insteadof thirty lakh bales it grew
fifty lakh| This increase is only possiblq,-at\fg]e—g@en_se_%f rice., Here again
'is a case in which diversion of land would yield more profitible results both
to the agriculturist and the State, provided, of course, imported grains ‘ere

made available at reasonable prices to the agriculturist diverting land from rice
to jute,

8. ¥rom the export point of view, it may generally be said that it is better
to increase the area under such crops as will fetch a good price, directly or
after processing, in the export market, or will reduce the necessity for imports
of the more expensive commodities than merely to concentrate on inereasing the
area under food.

9. India has the greatest cattle population and the worst milik supply in the
world. The two are closely related, for the very number of cattle makes it
extremely difficult for them to receive that attention and food which would en-
able o much stualler number to give a much better vield, both in rwilk and &
traction power. The position we understand, bad as it is, is being aggravate(g
The Constituent Assembly has Inid down as an  objective of Ghe.
new State that no useful cattle shall be slaughtered. Varipug Provincial
and loeal authorities sre however not content with the restriction imposad by
the term ‘‘useful”’ and are banning all slaughter of cattle, The result usb
inevitably be a much greater burden on cattle food and pasture reserves, with
2 weakening of the cconomic life of the country. From the export point of view,
the problem has a double significance. In the absence of slaughter, the best
t¥pe_of hide which fetched o good price in the export markets is no longst avail-
able. The supply also suffers since slaughter houses used to provide large
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quantities at regular intervals, Without slaughtered hides to inake good
chrome leather, we may have to import it for infernal use. In all the cicum-
stances, the indiscriminate stoppage of cattle slaughter is & wasteful policy,
likely to have a most detrimental effect not only on the export trade in hides
but alsc on the economic position of the country.

10. In the paragraphs.above; we have -dealt with some-aspects of gov-
ernment policy and its results, actual and likely. We now turn to a matter
affecting exports in which the burden of action lies not so much on the State
a3 on the subject... Befors the war, the Producer of Indian goods as a class
was rarely interested in the export market. It was left to the shipper who
knew -the. requiremeénts. of overseas buyers to locate them in India and to -ex-
port them. The Indisan:producer, with a few exceptions, never tried to pro-
duce for export- or to-meet the needs -of particular dverseas markets. e was
oontent_'tOf"seek protection:'against foreign competition: to .sefoguard his own:
ample ‘intérnal market. The position in the main' continues the same teday:
in spite of the fact that the internal market has shrunk by the creation . of

) Pakistan. Spoilt by the high internal prices and easy sales of recent years,:
the ]gldusttr;)allst as aborule hs}cls not bothered at sll about foreign mnarkets. It
would Dot be wrong to say that industry by and large is not expors conscioug.©
This is & very unfortunate stite of t;%ﬂirz for, urnjgless indusé% reaﬁﬁ&
importance of expotts, all government action remedial and encouraging will be
in vdin.  Our belance of payments position in the past has been sustained very'
}argely by exports cf raw materials. That position has now -changed and if
industry is not willing and' anxious that its products should take up the slack
lf’}ft_ by _t_he Ted_“CtIOD In 'raw material exports, irrépairable damage will be ‘done
to the economy of ‘the gountry. Industry should be more than willing to take
upon itself this responsibility because the fall in ‘our raw material exports is
g%nlte.often due to the fact that instead of being exported they have been taken
into the process ‘of manufacture by industry. Nor is the responsibility of indus-
f)l:xzt 999&;9‘1 to this aspect only.” Tndustry must not only become export-tninded’
b ;pi:;ls 5ee that _1t$‘ products sre export-worthy. It alone can “produce
At f,é ffustg‘ithr will buy and to the extenf that by shoddy work and undue
and i or pro t'?t“dl,sgnppdmts the ‘customer, it turns away foreign exchange

nd is doing distinet disservice to the country.

1. F:mally, we would invite attention to what we believe is a recent deve-
lopment in Indian economic life and probably the most disastrous that has
affected it for a long time. . In the course of our enquiry into the conditions.
ﬂ_ﬁeetmg the export of varioug commodities, again and again have we Leen
given as the reason for high prices and the reduction of or inability to export,
speculative, activity and the honuding-ofstacks, Prices have gome out of parity
becavse o few individuals with plenty of money have bought up stocks
and are holling them to sell at advantage. Not content with operat-
ing on the current season’s production, they, in some instances, have
gpread their tentacles to the next season, During the war and its after-
math people 1m}3ued with the gnmbling instinct reaped a rich harvest cf wealth,
The way in yv[nch a great desl of this wenith is used is & tremendous handicap
to the establishment of a reasonable and stabls price level in this eountry, and
hence to exports generally. Many instances of their activities could be cited.

11t will suffice to say that of exportable commodities, none of any importance
e_xcel)t ,tea'_ and cloth (since the imposition of control) has escaped the depreda-
tions of this class. There is no doubt that such a state of affairs coustitutes &
grave public danger and we would recommend that (Government take all pos-
Slble. steps to meet it. The attention of the incomebax department gshould be-
Espee.m-lly concentrated on this class, Any breach of any law by it should be
investigated with the greatest vigour and punished in an exemplary fashiom



PART II .
IMPEDIMENTS AND MEASURES,

LIBERALISATION OF EXPORT CONTROL.

Tt is somewhat paradoxical that, while Government has been aiming at ex~
port drive. elaborate machinery to exercise control over the majority of ex-
ports exists. The present export control notification has been inherited from the
days of the war when there was need to restrict the volume of exports for a
variety of reasons, many of which no longer hold good. The justification for

s continuing expert control over various commodities must, therefore, be re<
viewed afresh in the light of present ecouditions. S '

" -8, The basie justification for controlling exports is that the internal supply
js pot sufficient to meet the total demand—internal and external. The effect
of restrictions on exports is to give a higher priority to the demand of the inter-
nel 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 past may
perhaps be able to afford such a polivy.. When, however, there is a large ad-
verse balance of trade it is & mislake to imagine that export eontrol can help
. in assuring -a- better standard of living for the people. If we conserve indige-.
nous production for-internal consuniption, In qrder to balance our trade we -
must necessarily curtail imports severely. . In either case internsl consumption.
has to be cut. The real question is one of weighing the importance of the.
gcods' that are allowed to bé ‘exported against the essentiality of the imports.
which must be cut on account of the fall in the country’'s exports. When. wae.
bave to depend on imports to supply us with food and fertilisers. raw materials.
and machinery, the necessary foreign exchaenge 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 i¢ overwhelming. R .
-8, The argument that if free exports of any commedity are allowed its
sjnternal prices or supply would be adversely affected always needs the most
eritical scrutiny. The price level of Indian goods in general is suzh today that.
far from exports leading to an inerease in price, it is the high price which is
. hampering exporte. The fear that there may be a shortage is frequently i]l. .
founded. The supply of a commodity is not a static thing. The impact of a.
large demand often -stimulates 'procfulcti,ox_;.whwh may prove sufficient. hoth .
for internal and overseas consumption.. In recent months many items have.
peen made free experimentally, -eithier for Pakistan_alone or for all countries.
,In nio instance has it been necessary.fo retrace our steps and to re-impose con.:
trol. There is an o¥erwhelming tase for making such experiments on as wide a
< fropi 8s possible. (Theoretical apprehensions are often belied in pracbice)

4. One of the most undesirable features of 'the present export confrol is
that a 1arge number of manufactured goods are still subject to contral, We have '
4n the past exported raw materials. Our resources in this respect have been
reduced by partition. If we are to achieve a balante in our trading once

8
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again, we must rely on a considerable expansion in the exports of our manu~:
factures. In the long-term interests of the country’s foreign frade, manu-

factured goods as o class must be freed from export zontrol and indeed it should -
be our policy to encourage such exports in every possible way.- The markets

of the world are not accustoreed to look upon India as a 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 Ly restrictions when it seeks te export its products.

5. Where & limitation on the total volume of exports is considered es-
sentia) to safeguard the interests of the internal consumer, we feel that the best
course would be to allow free exports until whatever quota is fixed has been s
exbausted. Such a policy has beer adopted in respect of Pakistan for many
commodities and the principle should be extended to other countries and other
commodities. The restrictions regarding established shippers and. destinational
quotas may have been useful and convenient implements of administration so
long as the external demand was known to be very large in relstion to the
total available supply. Such a position no longer holds good generslly. For
most commodities subject to quota restrictions the present volume of exports
is below the quota fixed. It would be best to allow trade to flow uphampered
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 expori
is being justified is that the goods or their ingredients are wholly or partly of/
imported origin. We are of opinion that except in respect 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 diffioulties
are anticipated in replacing them from soft currency sources. .No one will
export goods which he has imported from outside unless he makes s profit on
such exports. The effect of importing any commodity from s soft currency
eounfry and exporting it to another is omly to increase the net earning of
Joreign exchange by the amount of the profit made by the exporter plus any
revenue which may be retained by Government. " Where the raw materials alone
ke imported, the case for exports is stronger, because such exports provide
more foreign exchenge in payment of processing charges and also more em-
ployment for our people. It has been suggested that because imports are ale
pbwed upto certain ceilings of value which are determined with referencs to the
est.img.ted internal eonsumption, any exports would result in a shortage. This
riew is based on the sssumption that these ceilings are fixed and unchangeable.,
If in actual practice on account of the relaxation of export restrictions ocertain
guantities of any particular imported commodity go out of the country there
ean be no objection to increasing the import ceiling correspondingly. Our gene-
nl view, the}‘@fore. is that there is no need to have export restrictions on any
gﬂmg&tlé simply because it happens to be partly or wholly of imported origin.g
horl;.l Hc ould there be eny objuction to the free export of processed articles, the

ard currency element in the price of which is not more than half.

7. In Part III of the report will be folind specific recommendations regard-
ing the more important of our export commodities. There are however -8
large number of items on which individual comment has mot 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 nany cases,
representatives of ‘ministries have expressed themselves in favour 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 of the iteins noted below from licensing restnchom wid

} be to the ddvantage of our I export trades Lt - Gs ot Dl wn
" Iiem. _ DR D X XA Notaﬁcatwn No.” - Remarks.
'lebmg for machmery . . . . . PartAdit - ¢ . '

Ethyl aleohol or rezvified spirit of T . -Part A 6. {viii)
Clocks, watches and parts thereof . . Y. Part AT,
Tastrumaats, apparatus and appliances and parts ’ : Those of hard curren-
thereof, the followin : ! ey origin  will
eontinue to be
controlled under
itemn 68 of Part Dr.
(i) Cameras . . . . . Part A 13.
[09) Clinical thermomseters . . . . '
{v) Electrical insulating material.
(zii) Electric wires and cables
(z) Optical instruments, all sorta.
(zi) Surveying instruments and appliances.

(it} Wireless instruments {probably the other
items under this head may also be treated
similarly). °

"‘Woollen and worsted mu.nufa.cbures e . . PartA 2.
Umbrelloa and umbrella fittings . . Parb A 27.

Clonfectionsry . . . . . . , PartB1l-A . s Bupply of suger ar
ST ‘reasonsble price ‘is
essentbial,

Provision and oilman’s stores . . . PartBS . . Tinned milk and milk
: . products may eontl-

Nl
nue under cont.rol. ’

Mﬂ-nﬂf""’t’““’d items, made wholly or mainly of Part A 7.
» motal.
Small tools, a.ll sorts | . . . ... PartC9A..
Abrasives - . .. . ., . . ., PaDL
Bieyeles - - ./ ... .. . . I PatDG,
Candles . - . - . . . . .. .PawDI2
Arasuio sulphide, Acids, Gasss, and Crude glycerine Part D 15,
Crudedrags . . . ., . . PartD24
. Glass bottles . S . . Part D2T-A. .
Instrin2ats, apparatus and appliances . . Part D 36. ’
Lamps o e . . .. . PartD27,
Matehes. . . . .. ., . . , PartD4L
Paints, varnishes and enamels . . . . Part D 48.
Manufactures of paper und paste board . . Part D 46-A.
Manufactures of plastic - . . ., . . . Tart D 48-A.

Cauvas shoss | . . . ' . Puart D b52,.
Soaps andl washing nowders . . R . Dart D55,
Stationery’ . Sarl, P . . Part'D 58,

'I'gxmles. the follownng v -. ‘ . N R . “Part ‘Dfﬁg._
“Artificial silk- ya.rn, - o e
Anaral, all 337637

All-silk mﬂnufacturee- .

v

Hsberdashery snd millipery ;.

8illd yort: & manufachures R

Wbﬂllmhlmlim' STLANTE I . - . '.P?rh]a,?p. Dlg.
vine Blue, . - T B T S

Eleebnoal* 3003.5 of indigenous manafa? fure a . : . . Sho Linoly, ,
Wood and t],mhet' Otherlt_m tsamll e \ . '. ‘1 : ..:le'l ..m. 4?1 mﬂtﬂl‘a

N e S P S TR
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We are aware that clocks and watches are mostly of hard currency (Swiss)

origin. - “Watches however have to be hmported at the cost of hard currency,

wob primarily because we must have them, but because the Swiss insist that
if we take other things from them which we really need, we must alse take:

some watches, the export of which forms part ol their traditional pattern of
trade. Iu our view, it is desirable that these watches should be exported so
that the hard currency speni on them may not mean a tota! loss of foreign ex-
change but only of hard currency, soft currency being obtained in substitu-
tion. A somewlat similar consideration would apply to American rotor
.cars assembled in India, which are imported not because the American cars
iarc essential for the eountry but in order to keep the assembly plants working.
“Many soft currenzy countries might be interested in the import of Indian
-asgembled American ears. Luxurious ears are in any ecase not in sceord
with the economic conditions of this country and if they have to be inported to
‘keep the assembly plants going, preference should be given to export demands

for the finished cars.

8. In sny examination of the ressoms for our present adverse balance of

!

trade, it is customary to point out that owing te partition we have become ae#

importers of jute, eotton and hides and skins, while previously we were expor-
ting thesa in substantial , quantities. -Trug as this statement is, it does not
present the whole picture. For the raw jute which came from Eanst Bengal,
the grower received many goods. and services which he needed. Similarly the
cotton irom West Punjab and Sind was not paid for so muck by money as b },’
the supply of goods—ecloth from Bombay and Ahmedabad, cosl ‘and steel from
Bihar. While therefore a decrease in our exports to the rest of the world can
be explained in part by reference to the luss. of resources consequent on pLarti-
tion, the fact that .during 1948/49 we had an adverse balance of frade amoun-
§ing to something like 5U crores with Pakiston must make us consider how the
it . . i

. gituation arose and what remedies are called for.

9. To a very considerable extent, this  adverse balance with Pakistan seems
to be due to the policies pursyed by us. On the termination 6f the .stand-
still agreement in March 1948, export control was imposed in ail its rigour on
goods and commodities going to Pakistan, while imports from that country
were allowed to come in freely. There was a feeling thut by denying exports
and taking .mports we were benefitting our: people by increasing the availability
of goods to them. The fact that most Indian industries had been meeting the
peeds of Pakistan in full, that Pakistan was for them an essential market -with-
out which they could not work to capacity and that unless we paid for goods
from Palistan with goods from India we would have to lose foreign exchange
was forgotten.  There was no reason t hold that the continued supply of
Indian goods te Pakistan on the pre-partilion seale would bave left us any the
worse; vet the supply of goods from India to Pakistan wus made  extremely
difficult.  Thns when after agreeing to & quota of 300,000 bales of gotton

secogoods for Pakistan, export duty was reduced by 15 per cent., it was decid-
.ed that Pakistan should still pay the 15 per gent. in another way as a surcharge
to Government on the cloth suppliéd-to i. ~~This among other reasons caused
Pakistan to buy only 20,000 bales egainst the 800,000 bales and to import large
uantit.és of foreign  tloth linto . what had: Tor agey besh” ipur nabursl i market.

e’ effect in-India, apart from the loss of ',ioréi%n ®xohange :v‘c’ras-'aécumdlatjonl

a1 cks; Jeadi g %o olosute lof some; mijlls.” Coviod dewapeett fieod
potug] M TS ITTY O LAYV ARV DRV Y I R :

i

. . We realisa that 't}ﬁprle'is .3"-. strong :!ecﬁiop of publﬁq opinion ;n Pakistan i

I' 1p F (AT u ' B ) M . 1N s i [ - f
which igyéniimrs"that‘ that “country should’ rely ds little’ as'pdssible’ ol ndika
imports: ' 16 would ercourage ihe fimport of goods from .qther..countxies even
i#.-Indisn stipplies, werei readily «wvailable' ati.reasonable.. prices: ..-‘:?h@,.‘_‘;p@iglff
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which we have pursued seem to have played completely into the hands of this
section. i There was a t'me when owing to export restrictions the daily essen-
lialy of life such as mustard oil, matches, hosiery, cloth ete., were being sold to
Pakistan by those who got export licences at very high prices. The conditions
of scarcity created there stimulated the desire to JAmport from other countries
and_ locate new sources of supply, The other producing countries who were
\snxlops to push the'r goods into a market which had so far been closed to them
exploited the opporfunity to the fullest extent.

11. The damage which hag been done will not be remedied easily. Never
theless, even now, if sound policies are pursued, we ray be able to ‘regain
some of the lost ground. The first step in this direction should be to remove

rexport 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 fo
spend dollars on sugmenting them, e.g., iron and steel, and for these some
-restriction may continue, otherwise, and particularly is this true of manufac-
$ured goods as a class, we should have no restrictions whatscever on Indisn
goods going to Pakistan. ' o

another, it is doing it a favour, It is in fack quite often doing itself a 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. Again, sometimes, when we have agreed to allow exporis
we have hedged them round with such conditions regarding licensiog, prices,
duties ete., 88 to make fulfilment extremely difficult.  Generally, such act_lon
hag resulted in loss to us no less than to the party to whom we were exporting.
Our attitude throughout is very different from that of other countries -who
attach importance to exports. © They give every possible inducement to the
- customer to buy, We seem to proceed on the basis that it really does nob
+matter very much whether the customer buys or not. :

13. There is again & special frame of mind unfortunately not absent _in
Government circles which {considers refusal to trade or putting hindrances in
' 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 ora to the U.8.A.
inspite of the cold war between them. Similarly Great Britain and Germany
eontinved to trade with one another in the period between the two wars, even
when relations were very near breaking point. It is good to be at peace with
all the world. T4 is better to have cordial relations with every member of.'ohe
comity of nations. fBut to refuse to trade in the absence of cordial relations
i8 to show signs of imimaturity. Export policy must be re-oriented. Its sole
/'object must be to export) : - '

[ " 12. Tt is a fundamental fallacy to think that when one country exports to

'QUALITY CONTROL.

Much public interest has recently been. evinced in the quality ef Indisn
exports and in the measures necessary to maintain and improve it. There bave
been frequent compluints that goods shipped from India are sometimes b.eloW
the standards or specifications agreed to by the seller. 1t has been pomted
out that failure to keep up to standards even in a few instances is likely to affecd
_iihe reputation of Indian goods in general and injure the country’s export 't;gd@;

" 2. When goods are scarce, the usual tendency is not to bother about ciualify‘é
The largest quantity is sought rather than the best quality. Nof cnly aze =08
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‘exportirs ot ‘prepared to reject what they themselves corisider to be tasuitable
or unfit, ‘but even the ‘buyers 'would ‘ratheér have:sub-standard goods 'than :go
without them. Again, when prices are high, as they usually are in conditions
‘ot scarcity, the consumer often prefers inferior goods provided they sre cheap tor
‘quality goods which ¢ost miore. In conditions of scarcity moreover, 'the stand-
ard of production often-goes down. Goods which in normal conditions would
‘pever ‘have been produced begin fo, find 'a market, ' More ‘and more ‘pudple ' ]
to enter a sellers’ market and the dilufion-of quality “cortinues. Phis analysis-
is borne out by the fact that the deterioration has been not only in the .qualit'y]
of Indian exports but also in the quality of imports which we have received
;'from other producing cotutries.. o ' o e
8. To a very considerable degree, the solution of the problem lies in those
_general measures which - help the promotion and "developmient of ‘eéxpott.
trade—steps oalculated to lower prices ‘snd increase availubility ' to-
which we refer elsewhere. The question however remadins ~whether,.
-in conditions as they-are toddy, something' inote direct and positive-canndt b
done ' to- maintain the''quality of India's exports ‘and -the reputation -of -Indian
rmerchandise.  To ‘this ‘‘question we “woitld unhesitatingly i angwer, “'Yes’".. A
vithe same time the objective ‘of various-measures of 'quality: control - snould ‘be:
fylly realised. - Any measure of’ quality control for ‘export. purposes ‘can have
but one -objective, the satisfaction of the consumer. -Mefhods to ersure that
-‘goods’ give the maximum -value for money %o the-consumer have their place.im
the" internal' econbmyof a country.  When it comes to éxports, however, the
consumer must be given what he wants and there must be no attempt to gat
him to take something eise which we may consider good, but which he does
“not wanst. - : o o s ok
4. The main suggestions for quality control’ of exports fall under the heads
of : —Standardisation, prior inspection of shipments and deterrent action against.s
"those Tound guilty of malpractices. _
.-~ 5. 'The general ‘task of stendardisation has at Present bsen &ntruktdd to ‘the
‘Indian Standards Institufion. It has slready prépared atandards' for a number
of commodities -and is at present busy ' preparing standards for others. The
enforcement of standards is 1ot however a responsibility of the Institute nov
indeed are these standards compulsory. - They are in their nature recommenda—

' tions' fo-manufacturers’ and, producers. ©~ .. . ... . _

‘The first réquirerent ‘of-a suctessful scheme: of standardisation is its aceep-1
tance not only ‘by the: producer- but-also by the icongumer. If :the standards
" gvalved - ara those which: the cotisumer finds tonvenient, his task of -olrttaining

supplies ‘of the right kind- id considerably- simplified. -If in addition the ccn-
‘sumer has confidence ‘that'there"is & satisfactory -machinery- for ensuring that.
when prices are quoted for goods of a certain standard, .goods of only -that panti-
seular standard will-come .to him, the flow of trade is made smooth and free
“from difficulties. © , - ., . .

7.Such- has been the -experience of the tobacéo trade where as.a resulb of the
~introduction of gradingthe-overseas'buyer -is enabled to-order particular.grades.
without hitch or-difficutly, while formerly he had to buy them on & corsignment
; basis and make payment after inspection at destination. It does mob of course:
--follow thab '!ihe- suceessful operation bf standardisation in respect of -j:obacco-\
~means that it’would sucoeed for .all other “tommodities. L e

For goods which are not the raw-material of industrial production but are
consumer goods, standardisation mey actuelly cause difficulties. The taste of
“each market'snd’ even bt classes’ of ¢chsumiers ‘in’ w ‘market mot'-being Subject
1o standardisation’ attempts tp  standdrdise’ the quality of supply *would ‘resuls
“in’ & 1688 to_the ‘eXport tradé: -Cotimodities like cloth and 'Yen are vhvious Hn-
|stanices _yﬁhgre"’wa'_lf‘ggl_’ ‘there is*little scope for ‘standardisation. Indeed 'im ~both{
ARG e T e e e e g e MR Om.
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A-ﬁahese commodities, we consider thab the only scope for standardisation is in .
v packing so as to ensure reduction to a minimum of damsage in transit.

¥ The main scope of standardisstion must lie in the field of raw mwaterials.

' Here ageain an important limitation must be borne in mind. There sre com-
madities for which each market may have its own standard requirements. Thus,
what is considered waste colton in this country is usable in others for spirning
purposes. Likewise in other raw materials, each country and even each mar-

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

_ market, manganese ore where the percentage of manganese content required,
by different steel users differs and raw jute where each mill likes to buy the
wvarieties which it has used before. For such commodities, no hard and fast

¢ standards are possible.

It remains s moot point whether when standards have been evolved in res-
pect of suitable raw materials, they should be enforced by Government. The
* guiding rule should be to do that which would please the consumer most, Where
there is already an established and working machinery for determining the
standard of the exported raw material and remedying defects, if any, the ep.
forcement of yet another test by Government is not erly to serve any useful
purpose and may well serve 88 &n unnecessary irritant by delaying sbhipmentg
or by increasing costs. The question to consider is whether such an examing.
fion is likely to eliminate the need for the examination which the shipper o
the buyer or both themselves undertake. A rough and ready method of deciding
on the advisability of compulsory standardisation is to see whether the goodas
are as a rule being sold before they leave the country or whether in genergl
they go on a consignment basis, subject to acceptance and rejection by the
buyer after arrival. In the latter case, the Ilaying down of standards may
prove beneficial, as for fobacco. This might also be useful for mieca, where
rejections on the arrival of goods are sometimes heavy. Mica however present..:
a somewhat peculiar problem in that even experts often differ and in the da.vsi
of purchase by the Joint Mica Mission, there were frequent instances of goods
which had been graded by the Inspectorate in this country being graded differ-
ently at destination. We understand that the Indian Standards Institution
s conscious of this difficulty and proposes to do no more than standardise the
Mdimensions of mieca. A good case exists for evolving for shellae standards
swhich would be acceptable to the principal users of tha commodity and tc’;
which Indian production would conform. For commodifies in which the im-
porling country has certain standards, goods below which are forbidden entry,
}ii; would be advisable to have not only standards laid down for export, but also

their enforcement by Qovernment inspection. -

One objection to enforcement of standardisation by Government is tha§ i
goods which go out with the official seal of approval, sre found to be below
standard, damage is done to the reputation of the country as & whole and nob

Vmerely to that of the exporter alone. This means that the staff engaged for
inspection must be thoroughly honest and that the method of sealing should be
{such that after final examination no further tampering is possible, We under-
stand that in the case of sun-hemp which along with tobacco was also graded:?

there has been a great deal of difficulty, because the sesls and Xk d
‘§o the bales have sometimes been altered. end marks attache

6. The same difficully arises also about commodities in which if is intended

%o have quality control only in the sense of seeing that supplies are made
scoording 1o sample o specifications approved by the buyer. If the inspestion
for this purpose is to be effective, it may be necessary to open snd examine

; ‘_\.yq-x package at the docks before it is allowed to he shipped. This would be
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dboth extremely difficult and expensive and may well lead to delays and dis.'
putes which may do more harm than the practices they are.intended to stop. -

Even where there is no system of governmental control of quality or irspeo-
“ion of goods—and we would add that most of the world's commerce is carried
on without such .inspection—there are other provisions which provide $o the
‘buyer the safeguard which he needs against the fraudulent practices of the
-supplier in an overseas counfry. There is, a8 g rule, s siandard clause of
grbitration in the contract for each commodity which generslly satisfies both
-the buyer and the seller. Many of the contracts entered into by Indian ex-

_ porters do not however have & satisfactory clause aboul arbitration aod it is
| fdesirable that a standard form or perhaps a number of standard forms suitable
r different ecommodities should, where necessary, be evolved and recommend-
ed for adoption to the trade) When definite provisions for such arbitration
exists, there would seem to be’little need for Government to interfere in any dis- !
pute regarding any parficular shipment. ‘

7. Where, however, the dispute suggests that the Indian exporter has nob
merely failed to comply with the standard preseribed in his contract but has
actually attempted to cheat the buyer by giving him something which is entirely
Jifferent or where it appears that any psrticular firm, whether of exporters or
manufacturers, makes a practice of selling below the sagreed standard,
or where the exporter at fault refuses to abide by the arbitrator’s
award knowing that the aggrieved customer will not find it worth
his while to launch & suit in this country at considerable expense,
it 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 Genersl of Com-
mercial Intelligence for inquiry and if possible, for settlement. This arrange-
ment i not satisfactory. When complaints are referred, very often essential
data necessary for coming to a finding are lacking. If for example the corx-

- plaint is about & consignment of piecegoods, unless & sample taken from the
actual cloth complained against is sent by the Trade Commissioner, it is very
‘difficult to decide who is really at fault. Again once the complaint reaches
India, the investigation must be made promptly by an officer invested with legal -
euthority for this purpose. The officer should = moreover be responsible for
coming to a decision within s month of the receipt of the complaint, If it i8
found that the offence is sufficiently serious, the party concerned should be !
-debarred from further participation in the export frade.

8. The general trend of the argument sbove can be summed up by sayng
‘that the laying down of restrictions regarding the quality of exports or the
-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 simed nob
smerely at standardisation or qualify control bufi at removal of dangerous or un--
desirable elements in the export trede of the country. To sum up:—

(i) Quality control in the sense of preventing by Government enforcernent
-the export of anything which does not conform to cerfain fixed standard should
be applied in the case of thoss commodities where the laws of the importing
.gountries are such that the importation of anything below the standard is for-
bidden. Examples of this kind are the various laws preseribed by the public
‘health authorities in U. 8. A. and ‘Canada governing edibles like oil-seeds and
-ppices. . ‘

(ii) The quality of packing of commodities like tea and cotton piecegoods
.ghould be standardised snd sdherence fo these standards should be enforced.
.+ {iii) As.a tule arbitrstion ghould be relied upon for ensuring that the quslity

“.of $hé goods waperted conformis Yo the 'buyers” specifications. For this purpose,
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gtandard forms,of arbitration, should be evolved and recommended fo the Chafac
be_rg_-_of Lommerce for adoption. - - o ]

o {i¥) . Where..there ;i a distinct. attempt. to cheat the buyer or a practice of
gelling below standard is established, or where. the .exporter refuses to carry oub
any award made by the arbitrators prompt inquiry resulting in black-lsting
should follow. c e B IR ~ - :

- {v) Standards which will facilitate the Ji;rah'sa{ction:.ofmb.usiz;.ess;by,‘,e‘nab_li_ng
quotationsy to be made with reference to.them,, provided they are equully well

understood by the buyer and the seller, should be prescribed as means of refer-
ance. ' ‘ . ! ‘ R

FASETE | I RSN TR L L S PO S N . S . oo . — e ,,,_.‘,,'-‘v, e
-ou:(vi) Standardisation or -quality control should not as a rule be appl_ié& to-
commodities in which markets or buyers have their own particular preferences.

i AR
TAXATION AND EXPORT

. .1t may be. said, as & general rule, that to tax exports is to reduce exporis
Hesoe it is that the great exporting countries of the world have hardly ‘ever had
a tex .on- exports. . In India.in the decade before the war, the only dutv on
exports of any importance was on raw jute and jute goods. This was elearly
due to the monopolistic position of this ecuntry as the sole supplier of these
commodities to the world. Towards the end of the war, disparity between the
prices of exportable goods in this country and in tha_ foreign markets became
+s0 large that Government felt that it could nof continue to allow middlemen
to have the whole difference,. and that a share should go to the State. ae-
veordingly, export. duties were imposed on cotton, cotton piecegoods, tea, in oils.
and .pilseeds and ores and those on raw jute and jule goods were increased con-
siderably.. It was thought they would help the exchequer while doing no harm.
to the trade. Moreover, the general outlook at thati time was to restrict ex-
-ports by fixing over-sll quotas. _

2. The position has changed copsiderably, and the ‘change has, for “Some
commodities at least, received the recognition of Government. . Thus the quties-
on cotton piecegoods. and oils and -oilseeds have been abolished. , The effect;, of
4he' abolition has however been different in the two 'eases.. Whilé there has
been a substantial increase in the export of cotton textiles following the aboli-
tion of the duty, no perceptible increase is to be found in exports of oils and
oilseeds.  The reason for the difference is that piecegopds are a controlled com-
modity both as regards price and margin and- abolition ,of tha duty..could .not
therefore, mean g rise in price to the corresponding, extenf, .Qils and oilseeds
are decontrolled and the abolition, of the duty provided, s welcome opportunity
to push up prices, It js thus clear that, though tha(correct course) at g time
when prices are falling generally in external markets and it is desired $o increase
export.s,‘hs to remave ‘all’ export duties, we cannod count on satisfactor
following from every such abolition. It is for this reason that later
not suggested & removal of the duties on jute and -jute ‘manufactures

v results
n we have
N ' o I epa thET ! : ’ . L B - .
3. Again, once a_ duty has been imposed,. it, mny. be essential. to wait for-
! & proper occasion .before removing if; otherwise. the ndvantage sought tn he
given.to the exporting, interest .may mot be as effpotive. ns .it should be; ."Thus
it would not be advisable to remove the duty on tea nt the present time . whew
there is no special competitien to be met.  Ceylon has 2 higher dutv..and
JIndonesian production is still being built up.  Af the ‘same time '!\ls%sdé'ri as
Qeuision, arises -the. duity. must be promptly ‘removed—tbudgetary iinonvepience
peannot be congidered o satisfactory excuse; It should, be reslised that, to. rely-
rgh..?-'.vt;:o‘r;- rduties as'a stable sonrce of revenue is mast ymsafe -and indeed op'r.nbse'd’:
IO Bl WA LT eI e e e T R '
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to every canon of fiscal prudence. To put a tax on some exportable commodity,
in order to meet a budget deficit is to.injure the -export trade and’ thus intlict
much more damage on.the fiscal system than- the revenue’ brought in by the
tax can repair. The damage may not be perceptible at once. The duty generally
tends to atfect exports slowly but in the end -conditions deter.orate to such an
extent that it has to be quickly removed. We-have now & duty on cigarettes. 1t
was hoped that it would do no harm, but it has affected the prospects of the ex-
port of Indian cigarettes to Australia, where owing to a cut in American to-
bacco imports, the frade had heped to find & new tield. " Apart from this, the
imposition of the duty serves as tariff protection to the cigarette industry in!
‘Pakistan, ouir nearest market, where it is just developing.’ There would seem
tc' be a cleal case for the abolition 'of this duty and we recommend that iz be*

immediately rescinded. *

4. Provinees impose sales taxes on commodities 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-1
vinces and-the Centre. Thus, to impose sales tax on goods which are to be ex-
portnd is in  effect to impose an export duty on them and to that extent to
make them less competitive in foreign - markets. The declire in Indian
exports  is due in large measure to the high prices prevailing within {he
country. It may be argued that the amount of the sales tax is so small as
s rule that i} imposes & very minor burden. It -should however be
remembered that even a small addition to an already high price mey put a
commodity out of parity in a foreign -market “and may thus' prevent
business being done. 'The difficulty about sales taxes is aggravated by the differ-
ent rates of levy in different provinces ard the different rules governing the
ievy. Thus, it is not unusual for two provinces to tax the sameD urticle when
it is in progress from & place in one province to g port in a third from which it
is to be despatched abrvoad. (We would urge that the general rule be adopted
that no goods for export should be liable to sales tax) 1ln this respect, the
example of Bombay and Bengal, two provinces which from their situation would
seemn to have some realisation of the need for exports, deserves to be followed
fhroughout the country. The loss which provinces may have to bear by obsex-
vance of this rule will be more than off-set by the Iarge advantage of the coun-
try from incremsed exports and the absence of vexation to expoti‘ters which at
present is a far-too-frequent grievance.

5. In U.K. and in many other countries with a large export trade it is the
normal practice to allow a drawback of the import duty when goods imported «
into the country are re-exported. Again, when goods imported into the
country are processed before export, a similar draw-back - is allowel on
export. Such assistance would be of considerable value in this country, Thus,
the art-silk processor, who pays a 65 per ecent. import duty on his raw material,
j= unable to compete in any foreign markeb.” Again, the sonp manufacturer,
the pharmaceutical chemist, the piecegoods’ exporter using foreign cottons, the
fishing po_l_'e manufacturer using Burmese bamboo -and others using imported
raw materinls—the competitive’ position' of all these would be greatly improved
by suitable provisions of this " nature: Tt is -sometimes -urged that
imports of particular goods are allowed into the country for the internal needs
of ‘the country only and thérefore no guestion of export ought fo arise and
consequently no need: for' giving any draw-back. - It 'miust  be remem-
bered that processing within the country increases the value of the ecommoditv
by the value of-‘ the labour az:d"'processi.ng and that when s finished
proces_se.d eommodity isexportesi,‘ it brings in foreign exchange equivglent  to
the original cost plus the expenditure within this country plus & profit. - In. the



18

-eircumstances, it is in most cases advantageous to the country to have pro-
cessed goods exported. Nor should there be any objection to increasing the-
import of the particular raw material to cover the amount utilised for the ex-
ported finished article in order to meet the needs of the country. Thus, there-
|would be no loss of revenue even on the import side while the advantage in.
foreign exchange from ineressed export is evidens,

6. A point relating to taxation which seems to have caused real bardship-
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 the :
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 dissgres. In prae-
 tice however, we understand a person who makes &  profit of less than 3 per
| cent. on his exports is deemed to be the agent of the overseas buyer and the
onus of disproving this lies on him. In present conditions, the number of com-
medities in which a profit of 8 per cent. can be counted upon by the shipper
is limited. The effect of this section is to make exporters insist on getting at
least 3 per cent. because working on a lower margin would make them liable-
to taxation on the profits made by the overseas buyer.l&:[n our view, the actual’
facts of each case should be gone into and there should be no such arbitrary
“limit set) More and more s time goes on, will exporters be willing to trade
on mergins below 3 per cent, and it would be reprehensible for the revenue

assessing and collecting branch of Government to attempt fo prevent by its.

rigidity the earning of foreign exchange. Wide publicity should b_e given to-

the fact that whatever the practice of the past, in flture this arbitrary limis
vwill not apply. }

7. Yet another problem relating to incometax arises at the importing end: -
and effects firms who set up their own offices in overseas countries for the-
purpose of selling goods of Indian origin. The problem here is of the fiym’s
profits made in India being taxed in overseas countries as a part of the profit
mode on the sales there. In other words, if & manufacturer in India sold his.
goods outright to an importer in another country, the importer would pay tax
on the profits which he made on selling those goods there. If, however, the
“manufacturer had his own agency house for selling his goods overseas and ex-
"ported to that agency house then the agency house would be calleq upon to-
. P8y & tax not only on the profits made in that country bub also on the pro-
portionate profits made by the manufacturer in India. This is g very direct
discouragement to the setting up of branches abroad, and t.hus‘to the increase
of exports. The specific case which has come to our notice is that of New
Zeaiand. It is not so much that any foreign country insists on being diffi-
,cult about this matter but that it wants reciprocal concessions in this fiold.
\We would urge that bilateral understanding on this question should be regched:
with as many countries as possible, particularly those which are important
markets for Indian exports, regardless of whether from the purely revenue
point of view, the arrsngement with any particuler country appears to be more
fovoursble to India or to the other party} The very 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 collected on the other side but by the los®
of business arising from the non-opening of these branches.

v

8. An inducement to exports, nob -]jkely_ to cost Government ovep-much,
while at the same time furnishing real incentive, would be a refund of income:
,tax on & percentage of the profits made from exports. A scheme gould be
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- worked out comewhat on the:following lines:—

Assuiming 1948-49 as the base-year, if a firm exported in 1949-50 the
gsame quantity as in the base-year, it would be given & rebate om
10 per cent. of the proportionate profits it made from exporis.:
If it increased its exports in 1949-50 by 25 per cent., the rebato
would incresse by § per cent. and ancther 5 per cent. for every
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 difficuls as these and with more difficult times
shead, some special incentive may be very desirable fo keep ex-:
ports up and to increase them.

FACILITIES FOR EXPORT

 he transport bottleneck, to which all the country's ills were ascribed s
4 year ago, has now teased to be a by-word. It is admitted that there has
been considerable improvement in transport. So great, however, is the
reliance on transport of practically every ~commodity exported fhat 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 sccord 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 & port is in foct megnb
for export. In many instances, the consignor may not be an exporter at all-
Even the consignee himself may not be the exporter. The evidence of an expord
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 decon-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 those
commodities which are known to be of importance to the export trade. This
may mean that goods meant for local consumption at the port also benefit to
some extent. On the other hand, there would be the advantage that whem
an overseas enquiry is received stocks will be available at the ports to meet it

2. Particularly important is railway transport for our exports to Pakistarn.
We were assured that wagons were being given to goods covered by the Indo-
Pakistan Agreement. There are, however, many commodities not covered by
the 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, such
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 consignman®
ray need an export licence which may not be available. We feel that the
railways should be told to book every cargo offering for Pakistan, meroly 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 the
export is clearly the responsibility of the Customs . staff, and by relegating i
to every station-master all over the country, the prospects of Indo-Pakistan
trade are not improved. In general, no shipper is likely to book goods without
making sure that export will be allowed, becguse the loss to him by detention
of goods at the frontier is likely to be conmsiderable. Of special importance iz
the role of transport in supplies of cotbon piecegoods to Pakistan. The boyeott
geems 50 far to have been concentrated in Karachi. Both West Punjab and
Test Bengal appear prepared to  take Indian piecegoods. Coastal shipping
freights at present being high overland movement will also make Indian. goods
cheaper and therefore more attractive. '~ =



20

3. Yet another matter connected; with. transport, requiring urgent attention
. ds railway freight and it application to_export, commodities. Inp, the old days,
. it used to be g stapding complaint’ that freight rates. were so designed as to
+facilitate the export of raw materials, and the import of manufactured goods.
. .n either event, the policy, it was grgued, was detrimental to Indian industry-
- Rartly with g view, to. meet this, criticism and partly tp maximise railways
¢ revenues, the policy now; in. force in.fixing railway. freights is to charge whatever
tithe trafic. will bear, We have been told that the provisions of the Railway Act
; prevent discrimination in the matter of, freight-rates between ove class of users
- -and another. In present conditions, having regard to the fact that price-resis-
tance to Indian goods is increasing dajly, it is clearly desirable that frelg.ht. tog
the 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,
‘transport is short, if the freight-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
-Jthat thers has been no dearth of goods being offered to fill wagons is no indi-
:scation that the freight-rates are not uneconomic, from the pont of view of the
export trade.

4, One of the chief ways in which industries are kept export-minded in the
~ United Kingdom ig by giving them special facilities in rf.sgard to raw materials,
-motive power etc. The syst~m of confrols in the U.K. is far more extensive
thar in India and the fact, that an industry or & 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 exports. We in this country should atleast try to
sensure that export industries do not suffer on saccount of a dearth of raw
. materials. The most important raw material from this point of view is steel.
Some exports require tin plate for packing purposes, e.g. vashew nuts to the
U.B. A. Others need it as an essential ingredient of manufacture. It hag been’
-represented to us that the leather goods industry as well as the bucket-making
-and steel furniture-making industry ecould do far more in 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 byt for
purposes of maintenance and replacements. One big exporter of manganese ore,
Jor example, hag complained about difficulties in getting a few odd steel items,
-insignificant in quentity. He should ordinarily have been ab}e to get them
from the provineial quota, but failed to do g0 because the Provinecial Gaovernment
had no particular interest in exports.

5. What is true of steel applies equally to other scarce commodities like
cement, non-ferrous metals, ete. A genera]l gnnouncement that special and
* expeditious consideration will. 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,
#tores and spare parts, which have to be imported. Some of them™ may even
need to import new plant and machinery in order to improve their efficiency or
expand their production. It would be wrong to allow restrictions on import
plat_:ed- on account of shortage of foreign exchange to result in. any diminution
_of‘ mmported supplies required to increase exports. 'Where it is. clear that. the
imported requirements are -such as are nob likely. to. be needed for domestie
consumption and the sole purpose. of imports, is to. maintain;or raise the level of
exports, it would he advisable to place them, on .an, open. genersl licence for
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import purposes.. When however licensing restrictions are necessary to.jrevent
unduiy large imports .which may .or may not be wholly required for. the. purposes
of the export trade, every facility should be given,fo the export industries to
obtain their requirements through such channels ae suit them with as few

formalities .as .possible. ‘

7. Elimination of delay in shipment would b: a great gain to the export
trade. Delay in shipment arises from many causes. There may be difficulty
in obtaining licences. We have attempted to suggest reduction of licensing to
ag great an extent as possible, Where licensing remains, the officials issuing
'ticences should be impressed with the feeling that they are there primarily nob
in order to refuse licences but to facilitate their grant in sall reasonable cased.
The present practice of making three different ministries of government res-
ponsible for expor licensing means considerable harassment to the trade since
it is not always known by which Ministry a particular commodity is licensed.
We understand further that even in respect of items at present licensed by the
‘Ministry ol Commerce ad hoc consultation with other ministries is undertaken
in many cases before a license is given or refused to the applicant. Such
.copsuitation 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 each
-controlied commodity. should be settled periodically and its implementation t
left to the executive with power to use its own discretion in cases needing -
argent decision not covered by the policy laid dawn,

8. Again, thers are delays in Customs. Commodities which do not need
an export licence are often not passed by the Custums unless a certificate to
indicate that no licence is required is produced before it. In other words, the
shipper has to go to the export control, whether the commodity is controlled
or pot. In our view this is entirely unnecessary and should be prohibited:

" forthwith., Shippers complain that on ocecasion the time taken in getting their
shipping bills passed through Customs is so long that they even miss shipping.
Particularly is this true when the consignment has to go by air and a delay of
sven hours may mean a considerable loss. We are told for example thab
samples of tea which are to be flown to U.8.A. aud Canada in order that
the buyers there may cable their acceptance, get delayad for three to four
days on account of Customs and other formalities and in consequence some-
times the business is lost. The fear of smuggling of Indian goods out of the
wouniry, which was so prominent in the minds of the Customs authorities
during the war years is probably no longer justified by the present position.
Detailed and careful scrutiny of each consignment physically as well as thes
time taken in handling the documents should now be appreciably reduced.
The prevailing high price for goods in this country means that goods are mwore

Bable to be smuggled into the country then out of it.

9 Apart from Customs and export licensing, there are formalities connec’-
2d with the filling of G. R. forms which are sent to the Reserve Bank as &
guarantee for the surrender of the foreign exchange earned. Obviously there
ean be no relaxation of thig restriction. It has been urged that snmples as
acolass should be excluded from the G. B. form procedure. On the other
nand, we huve been. told that there have been instances where the exchange
control has been evaded by the despatch of a large number of. small . parcels.;
‘While -appreciating. fully the difficulties of the exchange control in this respeet;
we would snggest that it should. be possible to exempt. sample parcels of
particular, classes of goods going to cerfain countries from such restrictions. ¢
Thus, it- is not, likely that any one would. ship tea to U.B.A. hy air freight
in order to accumulate.dollars there. By. dispensing with the . R. form
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sprocedure, therefore, we have nothing to lose and a great deal to gain. Sim
dacly, there might be other commodities whers after individual examination.
ib mey be poseible: to grant exemption. - .

10. Yet another source of difficulty to the export trade is{ congestion a} the
docks® Indeed so great has been the congestion in Bombay that shipping
ireights to and from Bombay have been increased by 25 per cent. thus making
Indisn goods more expensive abroad than they salready were. This is & most
deplorable state of affairs caused very largely by the failure of the proper
auhtorities fo 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
seversl months. It is all the more surpriemg that this should be so, when i
is realised that during the war in the Port of Bombay, one of the principal
cenfres of import, both of war material and other goods, the turn-over of =
ship took much less time than at present. We are told that some improve-
ment s taking place and there iz 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 Indisn frade gene-
sfally and Indian exports in particular, and we would urge that every step be

. taken to improve eonditions in the port and have the exira levy removed.

11. While on the subject of shipping freights, we should like to mention
* the extraordinary situation in which coastal shipping charges are very much
“ higher than the corresponding railway freights. This has a very serious effech
not only on internal movements but also on our trade with Pakistan, goods
to which country often go by coastal ships. In particular, the supply of coal
to Pakistan would be easier and cheaper if the freight-rates from Calcutta to
Karachi were more reasonable. One of the principal reasons for carrying goods
by sea from one port of India to snother was the low catyving charge as
compared 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 ab
once by a really competent and independent authority. It may well be &
case of charging everything the traffic can besr, especially in view of the com-
parative shortage of wagons and difficulty of loading by rail.

-

12. For the development of our export trade it is important that we
should as far gg possible have direet contacts with ecountries which consume
our products. Accordingly representatives of importing houses in overseas and
ad]mmn.g counfries should be given every facility to wisit this country in order
to get in direct touch with Indian exporters and te acquaint themselves with
the_ nature of supplies available for them in this country. We understand tha§
owing to delay and difficulty in the grant of visas, many ‘a potential cvstomers
iz turned awav. We would strongly urge that permission to visit Irdia %o

' those _Who are likely to be interested in Indian goods be given quickly and with
the minimum of formality,

GOVERNMENT MACHINERY

Although it is true that in many matters, exports depend upon cenditions
w‘mch. are outside the sphere of Government activity, the existence of o proper:
-organisation within Government charged with the direct responsibility of
obtaining and supplying knowledge with regard to exzport commodifies and .
having continuous information pouring into it about the progress of exports
ean be of great value. Most modern Governments have s Department of
Dverseas trade or even a gpecific Export Promotion department, either as an
indepeqdent section of Government or as a branch of an important departmenb.
In India the general responsibility of encouraging "exports rests with the-
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Ministry of Commerce. There is however no specific department or gub-
department which co-ordinates every - aspect of export policy. ' The first
requisite for effective Government sssistance to exports is, in our view, the
v'setting up of such an organisation. Its exact form must depend upon the
functions it has to exercise. { In our view, it should collect information and-.
disseminate it. It should watch and supervise the progress of exports. It
should remove difficulties, administrative, internal or foreign, or ecconomie,
Anternal. It should give guidance to exporters, It should take all measures
necessary for the spread of Indian trade by publicity in all its forms withouf
and within the country. ‘ ' : '
i . Ba e )
2. If the functions described above are to be exercised successfully, a
separate organisation is clearly necessary. It may be either within the-
Ministry of Commerce, or, preferably, as an independent entity under the same
Minister. The organisation need mnot be large. A capable officer in charge:
assisted by three or four subordinate officers, efficient not merely in the Becre-
tariat sense bub with some imagination and initiative, should suffice to make the-
machine pulse . Tt should have local officers at the main ports.

8. We give in some detail what we consider the duties of this organisation,
should be, as we feel that its efficient functioning will be of considerable help-
to the export trade of the country. For every export commodity, this organiss-
tion should have full details about the internal production with any changes or
variatiors that may occur from time to fime in it together with the reasons
for such changes. It should also have full information about the demand for
each such commodity in foreign markets, the prices prevailing from time to-
time, the activities of our competitors in each of these markets und the likely
trends as they develop. Having obtain_ed the information f}'on_l foreign sources,
it will be its duty not merely to publish it now and again in a Government
bulletin or commercia! publication but to see phat the information reaches the"
particular interests and sections concerned with the export business in thaf*
corrmodity in the shortest time possible, For the collection of the jnformation
we have described above, internally, it will have to rely very largely on other
departments of Government, excepf, of course, that it will have fo keep in close .
touch with at least the Associafions dealing with the principal export

commodities.

ollestion of information from abroad, the main source will be
the4;1‘1fa‘3: t(}%gnfmiss;ioners in various countries. From the reports from Tradé
Commissioners which are being published, we find that while many of them
contair able expositions of the development m_*bhe economie life of- ’_cht.z nation
to which they are accredited, very few indeed give specific and definite mformg-\
tion about the position regarding articles which India exports, the markets in:
which it is interested and the possibility of the expansion of these exports. The
principal function of a Trade Commissioner, as expounde_d to us by ‘more thag
ona foreign Trade Commissioner whom we consulted is the (nourishing oo .
expansion of export irade.’) That does not seem to be a view held by most of
our Trade Commissioners”and we would recommend that they be clearly
informed that their work will be judged primarilv aceording fo their .efforts to
incrense India’s exports. All this, of course, is on the understending that
suitable people are recruited ss the Trade Commissioners. Trade Commissiones-
should, apart from a good general education have a grounding in economies:
Ability to learn languages quickly is also of value. In fact, ss far as _possub]e
only a person knowing the language of a country should be sent io it as
Trade Commissioner. If this is not practicable his appointment should be
msde conditional on his learning to speak at least that language fluently
within six months. He sghould have sufficient knowledge of the crdinary
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rtechnique of business to enderstand a discussion by businessmen about business
.generally, He shou'd also, have a general idea of the principal products
-exported by this country, the raw material and the processes that go io their
‘making. Besides integrity, the other personal qualities most called for are a
{_genial  nature, cheerfulness and ability to argue a weak case without
"becoming heated ' or embarrassed. Trade Commissioners should be properly
-trained before appointment. It would be advisable to insist on their qualifying
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 speny in sending them and their families abroad, there seems little poing
in moving them around, just as they have begun to establish rcontacts and
Imow the people among whom their work lies. Just asg the organisation will
rely upon the Trade Commissioner for information so it must see that it Lkeeps
~him up-to-date by supplying him with gll the latest information regarding
*export commodities and developments. '

5. The organisation must keep its statistics abreast of immedinte hoppen-
ings. It should know from week to week the progress as regards exports of the
principal commodities. If it finds, for justance, that two weeks have passed
-and scme partieular exports 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
considerable time. Further, it may be able to give some help to, or urge soms
action on, the trade which will immediately lead to the making up of the
-deficiency, Thus, port facilities may not be upto the loading required. If that
is known, the organisation can probably contact at once the Chairman of the
Port Trust and obtain results. Or perhaps somebody is cornering shellac, thus
belding up exports. The organisation migh! immediately initiate remedial
actior. Constant knowledge of the progress of exports of each igdivndual
conmodity, combined and compiled regularly will give a complete picture of
the merchandise item on the payments’ side of the balance of payment chart,
50 that it will be comparatively easy to prevent a large gap developing, because
\if it should appeatr that inspite of all action exports continue to fall, curtail-
ment of imports at a very early date will be facilitated.

8. One of the principal tasks of the organisation wou'd be to have
restrictions against the import of Indian goods, wherever they exist, removed,
It would prepare eases and see that they were urged properly by our diplomatie
representatives abroad. By resson of the very close touch in which it ivould
be with our trade counsellors, immediately any regulation affecting trade came
-out in a foreign country, it would gauge ifs effect on export business end advise
traders accordingly and if necessary move for modification or change. Should
_prices abroad seem to show that our goods ean no longer be sold eomnpetitively,
it would examine at once what reduction was possille either by way of removal
of duty or cess or by way of persuasion of the business interests concerned to
reduce margins of profit. Such an organisation would, apart from the
immediate future, also attempt to think oub in practical fashion the possibility
of the expansion of various branches of our export trade in eountries where it
has become sither static or in other countries where it has not vet penetrated.
Thus for instance, had such an organisation existed at the present time, it
might have thought it worthwhile to consider on the removal of the export
-duty on cotton piecegoods which further markets would become interested in
-obtaining supplies of Indisn cloth. It would have known the prices prevailing
ghere, the freight charges from India to those ports, the tastes of the people
and would have been able to give Indian exporters considerable guidance on
the development of their trade. Publicity in the form of participation in

r-exhibitior: and faire, putting up of show-rooms, issue of literature-pictorial and
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otherwise-insertion of articles dealing with particular products in forei Wi
papers, all these would fall within its sphere and jt wlc:uld have to seegﬁléﬂ:e::re‘
best vulue was obtpined for every rupee spent. It seems %o us that such &n

orgnnsution would fill a considerable gap in the country’s administrutive and I
trading equipment. : -

7. It has been suggested in the section dealing with quality control thab. -
machinery should be available for the immediate investigation of complaints-
from foreign dealers which point to fraud or systematic supply below
specifications or failure to accept arbitration awards by Indian exporters. This-
orgnnisation wouid seem to be the most appropriate body to deal with such *
complaints. If the number of complaints was large, one of its junior officers-
could ve put on special duty for the purpose. Otherwise, he could be deputed.
from tim¢ to time when sueh complaints arose.

SOME SUGGESTION EXAMINED.

We in this country are often accused—nob alweys wrongly—of being imita--
tors. This Committee however does nof propose to accept every remedy or ex-
pedient which has been adopted in foreign lands, or even in England, the coun-
try 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
Trade Research Organisation, we must put one up too.” Considering the com-
modities which we export, both these organisations would, in our opinion be
otiose. What will export most of our principal commeodities is competitive price
and the quality which the consumer wants. If we pan give that and in addition+
can offer redress in case of reml hardship caused by the exporters’ mischief;.
that will do much more than special bodies for export promoting, either ‘to the
hard currency areas or elsewhere. Market research of the type done by BETRO"
is slso nob really so important for our export commodities as for the consumer
goads which form & very important portion of the exports of the United Kingdom.
We do not wish to detract in, any way from the usefulness of full kmowledge:
about the tastes of the buyer in foreign countries, but we feel individual sur-
veys by people primarily concerned with exporting the particular article, com-
plemented by a continuous flow of knowledge through our Trade Commissioners,
would be more useful than the setting up of a costly organisation for the ex-
press purpose of scientific resenrch into tastes.

‘3. Another point in which we are asked to adopt western practice is that
of having small councils for. each irmportant commmodity. These councils, it is-
felt, would be copveénient bodies for Government to obtain information regarding.
any special sibualions or grievances. In .the West, these councils have deve-:
Iiped into very useful bodies particularly becausa of the permanent staff employ-
ed by them, which through a long period of years, has become expert in all’
the details of the manufacture and export of the particular commeodity con-
terned. Thnis staff, well-paid, well educaied. eompetent snd devoted to the-
interest ‘served, is able to represent the trade in discussions with Government:
a1l argue with officials on the level and .in the manner which they understand:
The usefulness'of the councils depends largely on'the staff. It would be futile
to hope that such'staff conld be made avhilable even'after several years by coun-
cila of the same nature 'nppointed here. Experience shows that much bigger
organisations tco generally lack competent staff. . In the circumstances the;
eouneils, if appointed, might getve a limited 'pllmd'se:’ At the same time,, thev,
might:be & danger to the formation of tléar and aédurate opinjon by Government:’
as in present conditions’ they might well' he dominated’ by ' the ‘most powerful’
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inberests in the trade of the particular commeodity. The very fact of the exist
ence of the Central Government organisation which we have proposed will make
it easier for exporting interests to convey suggestions and informafion to it
promptly and we feel certain that whenever any situation arises needing ins-
* taut action, there will be no hesitation in approaching this organisation, more
-especially if it functions as it should..
8. An idea that has been bruited about recently as a panacea for all ex-
» port ills is the Export Credit Guarantee _Scheme, 'This, it is hoped by those
who put it forward, will increase exports very largely because it will 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 guaranfee corporation is in reality an insur-
ance scheme with policies to cover various contingencies. It lays down that
at least 10 to 15 per cent. of the risk is always carried by the shipper and it
involves & payment of quite a respectable amount for the beneht it confers
-by meeting the liability if owing to one of specified reasons, the importer does
not pay. (The scope for such a scheme is very limited in Indiey The nature
of our exports, the traditional ties between exporter and foreign Amporter, the
absence of political interference with export trade in most of the rountries to
which we export, all these make such & 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 sdvantage of the scheme cannot pick and choose
the consignments which he will insure. Fle must ingure all consignments he is
exporting to a particular destination. Apart from other considerations, there
is not likely to be that amount of business which would allow such a scheme
1o be worked successfully and, in all the circumstances, it would be best not to
‘waste further timc in consideration of this and other similar project? but to ap-
iPly ourselves to the real remedies for increasing exports—reduction in price,
ure of good material and sujtable workmanship)

4. Another idea that from time to time is put forward is that of the(estab-
Jlishment of free ports and free zones) A free port is defined as a port-city or
town-in which goods are free to arrive, to be kept, processed and exported.
‘They pay no duty at all unless they are moved from the port 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, but 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 Caleutis and Bombay are themselves very large eonsumers of
imported goods so that the scheme would mean that the inhabitants cf these
eities would pay no duty on imported goods consumed within their limits.
t'The adoption of any such scheme might well mean a loss of 50 per cent, of
.our import 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. Here a particular porticn
.of a town eould no doubt be demarcated and by stringent wateh and ward and
patrol, movement of goods from it to the rest of the town could he pravented.

. 'The efficiency and the value of u free zone however depend very largely on
the excellence of the port facilities it can offer. We have referred to the
:state of congestion that delays shipping at least in Bombay and Caleutta. An-
other point to remember is that the nature of our trade is not such as to include

+ very many articles which we could process and re-export from these free rones.
+sCaghewnuts and diamonds seem to be about the only two. - We bave: advocated
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8 druwback of jmports duties in the hope that this will lead to a large re-
export of processed goods business. When that oceurs, it may be desirable
to re-examme this idea in the light\of the conditions prevailing, Until then,
expenditure on such a scheme would not be commensurate with the advantaga
to be gained from it.

PARY I
COMMODITIES .
JUTE MANUFACTUREE

About a third of all India’s foreign exchange earnings in 1948 came from
this commodity and 66 pes cent of hard currency enrnings had their origin in the
same source. Any increase or reduction in export of these goods, therefore,
is of very greatl significance. Yrom the point of view of the balance of payments
position, jute menufactures merit more sttention than all the other exports of
this country put together. It is very unfortunate that this Committea hag to
4ske into consideration exports of this article at a time when a major crisis#
nar affected the indushry manufacturing it

2. Jute manufacture is the world’s premier packaging material., It has at-
tained that position primsarily 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 ocecasions, raw jute was in such ample supply that it eould not
all be vsed for manufacture and prices fell so disastrously that Government
had to have recourse to resiriction schemes. War came at a very opportuna
moment for jute manufactures. War orders caused prices to increase. Later
came controlied prices, for both jute and jute manufactures. The final ruling
prices just before the end of control were Rs. 17/- per maund for raw jute (mid-

dles).

8. A long drawn cut controversy between the Government of Bengal, which
alleged that the jute cultivator had had a raw deal during the period of the
war in not having been allowed to make all the profits that the demand for
jute goods throughout the world would have justified, snd the Government
of India, which thought that in the mejor interests of the jute grower, the jute
industry and the foreign trade of the country generally, it was desirable that
juie prices should not be allowed to rise unduly, ended in September 19461
with the victory of the Government of Bengal and the Gecontrol of prices. Raw |
jute prices immediately doubled and have sifce then with occasional fluctua-
! tions maintained a level at least 4% times that on the outbreak of war. The
grices of jute manufactures too shot up and have with some fluctuations conti-
nued at a very high level. We are now nearing the end of the third year since
the termination of eontrol and the effect of the priee changes described sbove
has been a serious challenge to the jute gcods’ position as the world’s principal v
packaging material. Jute manufactures today are a$ the cross-roads.

4 TIn the last two years, corapetition by substitutes, started during the
war because of e absence of sufficient jute goods to meet demand, has be-
come increasingly crave. Far from strengthening its hold on the markets that
it had held before the war, as it should have done in view of the prosperous
jndustrial conditions following the war in many parts of the world and more
especislly in the U.8.A., it has actually witnessed a contraction in the sphere
_of its usefulness. Its principal competitors have been cotton and paper. Both
" ¢hese have entered territory in -which jute previously -held undisputed sway.
From many spheres, jute has been completely driven out and so utter has been



08

its Yout that- thére is’very little chance of its reburn, however low 'its prices.
sink now. -Thus, cértain’ industries which found in jute their most ‘useful pack-
aging material hive been compelled by'the high prices of jute manufactures
to convert their packaging systems in' order ‘fo utilise multi-wall paper bags.
This hag meant eapital investment on a substantial scale and the probable end
of jute in such concerns for all time. Most such developments have taken
place in the American market. -Further dangers ithreaten nob only the-
American 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 damaging effect on the jute industry. In brief, price is the para-
+mount  factor in maintaining the use of jute. Jute won leadership on Price.
» It is losing it for the same reason,

5. 'The upward trend which began with decontrol hss been aggravated by
the peculiar conditions brought about by partition. All the manufacturing units..
are” sibuated in one dominion and 75 per cent of the raw materinl in the other.
Had relations between the two been established on a satisfactory friendly-
basis, this might not have been so complete s misfortuhe as in the ecircum-
stances, it has turned out to be. In the situation that has emerged, however,
it- has not been sufficiently realised that the real interests of the iute grower
and the jute industry are identical. A sensible arrangement which would have-
enabled the two ecomplementary economies in respect of this material and:
industry fo function as one was obviously desirable. It has however remained
wunattainable and we find the two areas going their own ways almost as if they
hed no need for one another and no interest in each other’s welfars,

- 6. About 90 per cent of the jute goods manufactured in India are export-
ed. The effect of the suceession of high prices for many months has .made 1tse}f
felt v the export returns of the first half of 1949 which show s fall in compari-
son not only with the pre-war period but even with 1048, The fall has been -

. greatest in the hard ‘currency sreas where the deterrent effect of the high price -
has been accentuated by the business recession.

7. Apsart frora raw materisl and conversion cosb, there i.s ‘another elemen.t.
which 'is often responsible for dicturbing both the level of prices and the stabi-
Speculation in jute takes many forms.

+fity of that level. This iy specmlation. . ) .
Tn fact, of all' commodities, this is emninently the one in which people “‘take a .
vvigw"". The'buyer of raw jute has often sold before he has bought cr vice

versa.’ He hag talken g view. The Baler follows the same practice. He too -
,tgkes 8 view ‘'and sells his fnished product before he has obtained his
raw material. The manufacturer is not =averse to taking a view, It
is his usual practice, we were told, to 8ell forward from three montbs -
+to & vear ahead and, he must, obviously, ‘when he does -that, cccasionally
have to re'y on ‘obtaining his raw toaterial later.. The buyer of -the munufac-
tured goods from the jute mill too is generally a view teker. Not always has .
he au order booked when he buys the goods. Infrequently, indéed, is he the -
person who'really ships. ' The contract 'h'p‘m the ‘mill generally passes through
.a- large  humber '6f Hands before shipment is made; each of the:persons through
whotn it has passed'is also taking a ¥iew. ‘But the apotheosis- of view taking is
to be “foundin *Fafka’’  market-=—the "venue for speculation “in‘jute -goods -
futares. ‘Tt purports to “provide “s 'hedge ‘niarket. (Almost everyome is dgreed
that in -Yeality' it 'serves no' purpose excépt 'that of éncoursging gambling orgies -
at''predent) It wceentuates trends. “'When prices arehigh, it ‘pushes them -
highér. ‘When they tend to gn''down; it ‘depresses: them furthier. “Its’ effect on
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. . . . : : 'e high on
exports is particularly disastrous, when the prices of jute goods are nig
sccount of high costg. By adding a heavy burden of speculators’ profit the
competitive strength of the commodity is considerably weakened. Then again,
the fact that the price can be made to fluctuate from day to day and even
froma hour to hour bas, of late, tended to encoursge ‘‘hand to mouth” buying .
by foreign’ countries. :

8. The I.J.M.A. has, on more than one occasion, asked thab 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
.giculation in jute goods. We remain impressed with the need for the

Smoval of this very grave danger to the stability qf the.mdustry a.nd the ,
expansion of the export trade, and we recommend that immediate steps be taken.v

to prohibit all futures trading in jute manufactures.

9. It is(necessary hers to make a distinction between the Iutures market
end the Forward market) The difference Getween forward trading and futures.
fdealing Hes in that in the former what is being sold is eithex: gqods or capacity
to produce goods. The producer takes the ultimate responsibility for fulfilling
the forward contract. At the buyer's end too, the buyer is a person, who wants
the goods to be delivered to him on the date specified in the contract either
for shipping them to an overseas buyer or selling them to another ultimate
ponsumer, if he himself does not happen to be one. In the fntures market,
however, what is sold is = basis quality which gives & hypothetical claim fo any+
e of a range of goods, which the seller hopes to fulfil by baving resort to a
purchase at a later date when the market is more favourable to him or by
making a purely financial settlement of the difference between the yale price and
the prevailing ready price when the due contract matures. ‘

.}

10. To reduce speculation as much as possible, it would seem desirable that
even in forward trading, the speculative element should not be allowed to in. .
trude itself and sales should be made permissible only fo the consumer over
was 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 do
Yot see why this should be so, since even with forward sales, payments are
enly made when delivery becomes due. As in the last analysis, the total de
nand for and the total sale of jute goods must rest on the wiiingness of the
wnsumers to purchase, the industry cannot really hops in the long run fo sel'™
s:ore than the consumers will buy, simply because there are some intervening
tpeculators. The action proposed has become all the more necessary because
egrettable as it js, the number of cases im which. mills sell their goods c¢n @
forwz_u-d basis to their own mansaging or selling agetns is, we understand, or
the increase. These agents run a separate business which derives sdvanfage,
bem the sale of these contracts to other persons, the profits from such frans
ietions not sppearing in the mills ascounts.

P 11. The measure proposed would be the ideal arrangement. There appesrs
wowever to be much opposition to it by the trade as it is felt that itg immediatey
fect would be en entire dislocation of the marketing conditions and s retarg.. .
nent of the progress of exports which is the opposite of what we wish tu
rchieve. The disturbance in the market may not be as long-lived as tue trade
geprehend and the long-term prospects of the export trade will benefit greatly v
from the change proposed. TIn. certain very special circumstances, as for
example when & foreign consumer fails in business and cannot take up the goods
coptracted for by him, it may be necessary to permit a shipper to sell to anothes .
148 Mof Com. ~ - - - - - : .
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shipper for export. Such cases are likely to bg rare. Then agsin, a certain
proportion of the production of the indusiry, is consumed ' internally, and
therefdra, in laying down thab sales should be made by mills either to overseas
buyers direct or to shippers who undertake to export the goods on delivery,
‘Eome provision is necessary for the needs of the internal market, The amount
to be left aside for free sales in the country will not probably ezceed 123 per
cent. of the total mills production, and that too, of certain varieties only.
+ o leave each mill free to sell that proportion of its production internally will
not in any way aflect the enforceability of the arrangement proposed.

12, We cannot conclude this discussion of speculation in relation to ﬁja
‘gtods better than by quoting from the Digest of the Marketing Survey of the
©.8.A. and Canada prepared for tha I.J.M.A.:—

“It is 5 common saying here that—'‘next to horse racing, burlap trad-
ing is the greatest speculation in the world"”. American industria-
‘lists, figuring in fractions of cents coste on articles manufactured
in ‘millions of 'units, kave no favour for products whose Pprices
fluctuate widely. Nor do they enjoy paying a serieg of tributes,
‘no 'maiter how small per agsessment, to such a series of brokers,
sub-brokers, shippers, barzaars, etc. between manufacturer gand
-American importer as now impede the straight, swift, economical
'purchase of burlap. We urge that _5_"'51'5'{"]3133 possible be done

+ to streamline the jute fabric distribution s8ystem to cug costs.
promote goodwill, expedite shipping’’. .

18. Where an industry holds as monopolistic a position as the jute industry
dces, it is essential that its products should be made avallab_le ab reasonable
+ ‘and competitive ‘prices, and in the maximum ‘possible quantities. Ong bar
resgonable prices, ‘speculations we have dealt with 'above. _Other reasotis
put forward for the high prices are thel{raw jute costs, exporb duties and increase
in the cost of production) The price of raw jute today is Rs. 89:8-0 for middle
jute as against Re. 8-6:0 in 1940-41. The lowest price during the 1948.49
" seaten was Rs. 40 and the highest Rs. 44-8-0. The principal redgon for the
*high raw jute price is said to be scarcity of supply. There has been varying
estimates of the new jute crop. India, it is said, will produce 28 ¢, 30 iakh
bales, Pakistan 55 to 65 lakh bales. The most knowledgeable sources hold that
the total for both countries will be about 90 lakh bales, the Pakistan crop being
‘riot ‘less thar. 60 lakh bales. The Various statements from Pakistan suggesting
-g lower ciop are alleged to be due to a d_esire to obtain as high g price for the
cultivatnr 25 possible. Nor indeed in this respect do the advocateg of a high
price for the Indian cultivator fall far behind. ‘Their statements ag to the eost
of cultivation, if relied upon as a hasis for price fixing would make it quite
impossible to manufacture jute goods competitively in their country. Mill
eonsumption in a normul year is not more than 80 lakh bales. If thercfore the
entire crop was at the digposal'- of the Indian Mills, the industry would be in
a very happy position. Exports of raw jute, however, normally vary betwé
20 to 25 lokh bales. / Agsuryng that 2/3 of these come from Pakistan and 1
. from Tndia and tﬂkili’ﬁ' he Mighief figure, this means that without gny ban ‘on
- axports 22 lakhs woul kf,e ayailable in India and 44 lakhs in Pakigtan for the
Mill demand or somewhat 864gkhs against a total need of 60 .lakhs. ‘That is
undsubtedly a tight position and such as under condition of normal competitive
‘buying, is likely to lead to a steep increase in price. Whether the crop fulfils
this estimate or is slightly Jess, it does seem that in .the absence of friendlv
* negdsiations with Pekistun designed to fix purchases at a reasonable price, thn
only bope for the inil)lg, is to'avoid competitive buying. When the supply ‘of &

+
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commedity is either just sufficient to meet its need or a little less, nothing can
g0 easily push up the price as purchases by individuals, each trying to do his
best for himself. The Indian Jute Mills’ Association is an extremely well-
organised body. We feel that it should not have very great difficulty in buy-.
ing all the jute required for the Mills itself, using such agencies as it thinks
necessary and distributing its purchases to its consgtituent units in accordance
with a plan drawn ‘out after consideration of their needs. The price to be paid
must be reasonsble 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
enabie them to compete we do not see any alternative to the course suggested. s

~

-

14. We proposed this line of action to the ILJ.M.A. They seem to concede
that it is the ideal solution but they feel that they cannot attain the ideal on-
ageount of practical difficulties. These practical difficulties nre the large amount
of finance needed, the bulk of the material to be dealt with, the unpleasantness
of doing away with some of those who would become redupdant if such au
organisation were set up, the difficulty of interposing an organisation betwean
the gx;stmg sellers and the actual purchasers each of whom ‘has ity own
specmlast’s for selection of varieties and qualities. Al these are difficulties, but
the obtaining 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 IT.J.M.A. *
would not have shrunk from difficulties. The finance neéeded is not likely to
be more altogether if the I.J.M.A. buys than if each one of the mills buys
separately. If the I.J.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 of the material is not going to increase on account of the centralised pur-
«<chese indeed need does the scheme entail any large stocks being built up by
+he Central Organisation. It ghould be quite easy to direct each consignment.
as soon s it has been purchased to the proper destination. The best specia-
lists from all the units might conduct selection for the 1.J.M.A. so that thers
need be no dissatisfaction as to quality. If some of ‘the individuals and con-

gemg ere not needed under the new scheme, -that iz unfortunate but must be -
aced.

15. The industry has proclaimed time and again thet its present and its
‘future depend entirely on ovbtaining raw jute at economic prices. The
method adopted by the industry itself—closure for one wesek each rmonth—has
not achieved this object. The industry admita that the suggestion made by
us is likely to attain the end in view. We have dealt with the difficulties it urges
shove. (None of them seems to be fundamental) When en industry is facing
a really grave erisis, it must he prepared to adapt its metheds and its organi-
sation to new circumstances, if it is to avoid bringing disaster on itself and on
the country generally. We trust that the industry will not be found lacking:
in thiz matter, sinece without its co-operation such a scheme -cannot work.

16.1 A ressonable price for raw jute!will only be acceptable if it is 8t the
eame time clearly known that the jute manufacturer is also getting, only a
reascnable profit.” -Once this reasonable raw jute price has been established, it
will probably be in the interests of the manufacturer hirnself that maximum
selling prices should be fixed above which he would not sell his guods. - The
" advantage of such a.course to the foreign buyer is obvious He would know
. gxactly how much the mill was getting and so would be able to pay just the
oxtrs amount necessary for the services rendered by the shipper. (For the
regaining of lost markets and the expansion of exports in this commodity, &
_eontrolled price can well be a most potent weapon) We r,eq_o_g:mer_ld that as soon
"' ag pecessary conditions obtain, ‘this matter should receive ;mp}edlagﬁﬁaﬁg?patlon?
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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 constitubing 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 the I.J.M.A. furnished us with figures of the costs
of what 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 i 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. Itg contention is that the prices at which it has had
to sell its goods in the first six months of the year have not been remunerative
and many units have suffered losses. The Chairman of the Association in a
speech made by him baq assessed the monthly loss suffered by the Jute Mills
8t ‘‘an amount equal to 1} years average nebt profits over 15 years’ and gone
k‘m to say that at that rate the industry would exhaust its total reserves of 27
crorgs of rupees in another ten months, . On enquiry as to how the amount of
‘losseg suffered had been brought out, wei were not furnished .With ac_-.tual figures
showing the break-up of this total but-were told that ‘‘a quick rapid survey of
* the position wag made to get at the figures mentioned'" and for eonfirmation
were asked to see the reports of various companies, for the half year ending
March 31st, which had been and were being furnished o us. Several of. these
show a loss. Tt is of course nob possible to come to sny considered opinion on
e question of losses vithout proper investigabion of the balance sh_eet figures
and of the reasons given for the financial position indicated by the various items.
Xt may however be said with some certainty that the(margin between the price
and the cost has certainly narrowed considerably in this period in comparison
witn previous years. Full and careful costing of the indusiry by an independent
"suenonty 1s very desirable)

15. Ancther factor that undoubtedly has some effect on the pricq of jute
goods is the(export duty,) both raw jute and jute goods have been subjected to
export duty for many years. Considerations of revenue led to the imposition
of the duty. The Fiscal Commission of the early twenties came to the copclu-
sion that these duties were not hampering the export trade in these commogi-
ties. An interesting comment the Commission made was that the onopoligtic
position enjoyed by these commodities might not continue for a_ll times and that
there were dangers shead to which Government must be alive. A study on
Burlap by the U.S. Tariff Commission mentions that the higher export duty
on raw jute in comparison to that on hessian has made it . becessary for the
U. 8. A, to import larger qusntities of jute goods then raw jute.

19. The Export duty on raw jute, which was thus a blessing to the Indian
Jute Mills, has with Partition and the imposition of an erhanceq export duty
on raw jute doming from Pakistan to India become a considerable burden. I
mesns a difference of as much as Rs. 4 a maund to the price of Pekistan raw
jute imported for Indian Mills. A sugg_est-ion has been made that soma relief{
might be given to the industry by reducing the export duty on jute goods so as
to offset the Palistan duty on raw jute to some extent. This suggestion geems
*to gnin 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
cause of the high price of jute goods, which is facing the maximum competi-
g:m from substitutes. The incidence of the duty amounts to 8 per cent. of

e value, il ' -

20.\There is no cerbainty. that if a reductin were éiven to offset the Pakigtan
duty that country would not raise its export duty on raw jute higher) knowing
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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 goods and their
selling price being what they are, the export duty is a hindrance resulting
either in a Jower volume of exports or in an unreasonable low return to' the
industry. We have already come to the conclusion that it is {desirable to lower
the selling price of jute goods to-buyers abroad) This in itself irrespective of
Palkistan’s raw jute duty would have led us to recommend a removal of the ex-
port duty (but for the fact that the marketing arrangements for jute goods are
such that there is ng guarantee that the removal of the export duty would
mean cheaper supply to the overseas buyer) The presence of spequlation to
which we have referred means that if the export duty were taken off today, the
' price of gunny would rise by .a corresponding amount and probably, if an
optimistic view was taken, by an even larger amount. In these circum-
stances, 'we hesitate to recommmend & step which might well mean &
considerable loss of revenue without ndvantage to the export trade) If after
the measures which we have indicated to check speculation have been taken and
the costing of the industry has been completed,(it still appears that a reason-
able price for jute goods, inclusive of export duty, is such that the effective
demand is below the production, there would undoubtedly be a case for redue-
tlon or abolition of export duty.)

21. The system of personal and destinationa] gquotas, which with sevg;al_
variationg followed the ending of jute control has it is urged been responsible
for keeping the level of exports below what it might have been. The need
$o vestriet the amount which any shipper would be allowed to export as well as
to allocate quotas to countiies was felt so long as the total demand for jute.
goods was well in excess of the supply available. There has been a maferi
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 currency
countries would now be justified. Until recently, jute goods had a special
value in international trade negotiations so that against an allocation of jute
goods, foodgraing and other essentials could be proeured. In present altered
circumstances, the simplest course would be to leave exports free.

22. Connected with this problem is the somewhat (delicate one of South
Africa. g The decision to stop trade with that country wag taken on political
groundf. The industry feels that denial of opportunity to have direct trade re-
lationg has not prevented jute gocds from reaching South Africa from other
Producin 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 higher 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
gectors, Whather these economic considerations should outweigh the political
decigion in force iz a maffer 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 effect
of hampering trade with other countries. Thus, we understand that if goods
ghipped by any shipper to a perticular country find their way ultimately to
South Africs the shipper is penalised whethet or not he himself was responsi-
ble. Then again, we understand that quotas for eertain countries are deliberate-
ly kept at a low level because it is feared that jute goods would be re-exported
from there to South Africa. The sabolition of quota limitations should not, in
our view be deferred because of this apprehension. Nor should the present
aystem of penalising shippers whose exports are re-shipped from other coun-
tries be continued.
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23. Production is & necessary preliminary to export. Accordingly, the &im-
- sbould be to increase rather then curtail the production of jute goods. The
industry has hardly ever really produced as much as it possibly could. Pro-
duction bas 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 position as
the most economical packaging material, there is no resson why the industry
should nct be producing and exporting more than it hag ever done.

24. Against this possibility which we should like to see achieved, we turn
to consideration of the(present curtailment in production) From May, the in- |
dustry has been working helow capacity. The first cut in May reduced hessian
production but sacking production was increased, to maintain the total appro-
ximately as before. ¥From July production has been cut by the decision of the
jute mills not to work for one week in each month,

25. Thn reasong given by the I.J.M.A. for this curtailment were scareity of
raw materials, the need to earry on through the months of July and August
and to build up sufficient supply during the months immediately following the-:
jute harvest to meet fu'l demand later in the year. An equally ir.portant

int was the need %o keep raw jute prices at a reasonsble level so as not to

ave to raise the price of the finished material. It was also hoped to stabilise
v jute manufscture prices at the then prevailing level.

26. The stock position as given by the I.J.M.A. showed that the industry
as a whole could have continued by using up their total stocks to work__for
July, August and upto the middle of September on the basis of full rroduction.
By curtsilment in July and August it has saved two weeks supply. If
eurtailment is continued in September, it will save another three days at the
most., But whether it continues to curtail or not, ib cannot much longer keep:
out of the market. We have therefore to see whether the other two considera~
fions justify a policy of future curtailment. ‘I'he prices of raw jate have
again been rising and in fact they are now approaching- the prices prevailing ,
during the last season. Whether the temporary dEC]-me in prices
of the new crop for forward sales which took place early in July was
oceasioned by the policy of closure announced by the jute mills or whether it
wag a natural re-sction to the then prevailing estimates of the size of the raw
jute crop, which was being placed at hundred lakh bales, must remain a
matter of opinion. On the other hand, it seems to us that in two ways the
policy of closure is actually (tending to raise rather than lower the price ¢f raw
jute) Firstly. it has engendered active opposition on the part of the Pakistan
Government who have interpreted the action of the I.J.M.A. ag calculated
to exploit growers. Secondly, the fact that the price of jute goods has heen
rieing so steadily has caused the grower of raw jute to feel that there is no
reason why he should sell his raw jute at a lower price today than he did a
year ago.

27. This bring us to the third consideration mentioned by the I J.M.A.
namely that of (stabilising prices of jute goods) TFar from stabilising the effect
of the ¢losure has been%ﬁo cause uncertainty, fluctuation and & steady rise
in prices) HFven before the policy of closure had been definitely thnounced,
the market had begun to react to rumours about the closure. As soon ag the
closure was announced, prices went up though no curtailment had rot taken
place in produetion. The rise in price since then bhas been spectacular. A%
no tirne has sacking sold at such high prices as it is selling today............ at &
time when every one is agreed that the prime need is to lower the price of
jute goods t> buyers. The I.J.M.A. are themselves. emphatic that this rise
in prices is not of their sesking and that the speculative market is golely
responsible for it and is benefiting from it. We have bean told however that

.
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more thar one forsign buyer is inclined to regard the closure as merely a price
manouvre on the part of the manufacturers—a very serious matter irom the,
point of view of goodwill.

28. Considering all the circumstences, 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 within the Indian Union there are some guantities
of raw jute left cver from last year’s ecrop which have {failed to make their
earance in the Calcutta market on account of transport difficulties. It is
'y important that raw jute movement to Calcutta from every source should
be expedited forthwith. All impediments in the way of smooth snd continucus
progress should be removed if necessary by undertaking special transport!
operations. Within the next two fortnights, as large quantities us possible ,
* should appear in Caloutta from both the old and the new ecrops.

80. The closure, apart from the other harm it may have done, has affected ¢
detrimentally the cost of manufacturing jute goods. It 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
Increase of Rs 1/12/. un 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 units in the industry might have made it necessary for them to close down
completely. The inference from this is that a rise in prices was most desirable s
from the point of view of at least these units. However, as we have pointed
out above, this closure has meant a very appreciable increase in cost, not only
to the units which were suffering losses bui to those which were working at a
reasonable profit. Thig in effect means that the inefficient unit becomes a]-
burden to ths more efficient units and the industry as a whole adds to the
KQrder, of the consumer. In our view, it would be(much better to let those
units which cannot work at a profit close down, while those which can break
even or work at a profit continue operations fully) In fact, from the public
point of view, it would be even advantageous(if théy were to expand production
8o as to make up for the loss in production caused by the elimination of the
lese efficient units, thus providing employment at least to a certain extent to
the workers discharged from the less efficient units)

31. It has been represented that meny units of the industry have suffered
on aceount of {delays in the issue of import licences for new machinery and spare
parts, which have been on order and are in some cases ready for shipment) In-
the absence _of import licences, we are told, machinery has been diverfed to
other countries. (In our opinion delay of this nature causes damage to _the ¢
national economy and should be avoided) . '

32. Some of the recommendations made sbove (may seem unorthodox to
those who_think controls should only be applicable Yo commodities and indus-
tries producing essential articles for internal consumption])y But jute
*c-‘aanufu_ctl‘lre, by virtue of its position as the biggest earner of foreign exchange

N5 as vita! to the Interests of the country as food or cloth. Not even the imost
ardent supporter of _free enterprise can argue that if those concerned in the
manufv;cture. marketing and trading of so valuable an article consider only their

~ direct interests, and take no thought for the public good, they should not bey
liable' to regulation an@ control in the larger interests of the community.

TEA

The second largest jtem im our export trade is tea. Tes production has
increased from 452 million 1bs. in 1938 to 616 mi'lion lbs. in 1948, Total
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exports for the year 194849 compare favourably with exports for any
Proviolls year.

2. The only unsatisfactory feature about tea has been the (decline in
cxports to the hard eurrencj; area during the last financial year) We have
epdeavoured to ascertain the reasons for their decline. So far as we can indge,
this has been very largely a question of price. Though the United States and
Uanada 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 year,
veylon did not tender as much as it normally does to H.M.G. at a fixed plﬁﬁ
under the bulk purchase scheme. It consequently had a large qua'nmt-y l
over for sale by auction and the price fetched was lower than the Indian price.
Accordingly America preferred to make its murchases in the Ceylon market.
Coutributory factors to the American lack of support for the Indian narkeb
were(fuilure to refund the excise duty on exports promptly snd fo some extent
#ule of the South Indian tea preferred by Americans under a barter agreemeflt
to Rusein} From this however it is not to be inferred that we oppose or in
ay way dislike barter agreements. We realise that in barter agreements one

» agumnt always have one's own way and must naturally sometimes have to
give things, which other customers may prefer.  All that is necessary is, SO
Br as possible, to aveid disturbing settled chanels of trade. If a commodity
tias been bought by a particular market for a long period, it is desirable Dot
o divert it to another market unless reasons of over-riding importance make
Buch a transaction essential,

3. The (principa! problem) that will arise in regard to the export of tea will
*be competition from Indonésia in another couple of years; it is as well thab
bOtﬁ_Govemment and the tes industry should be prepared to face that com-
Petitio when it comes. One method of facing it would be by reducing coz{
"8 much as possible at the present time and indeed by even selling to foreigi
Imarkets at reasonable prices rather than attempting to obiain everything that
the foreigner will ear.

4, We¢ have noticed with considerable surprise that an Ad Hoc Committee
wpointed by the Commerce Ministry in February 1949 to report by the end
of March 1949 has still not completed its labours. So far as we have been sble
to ascertain, i is at the stage of considering written representations. ‘The
ksues before this committee are of specinl importance in view of the wyncer-
tinty regarding the continuance of the bulk purchase scheme, which c¢u the
whole hag worked satisfactorily from the point of view of Indian exports and
he industry, Tea is & eommodity of the greatest importance to this country

tand we eannot but condemn this delay in the consideration of jtg extremely
Iportant problems at & time when prompt action in many respect is 1:ecessary
to safeguard its continued prosperity.

' 5., We note with pleasure the absence of speculation in this commodity .

+ ea seemg to be one of the rare commodisies which is grown, packed, railed<
sold and exported without any of those gambling transactions which seem to
be the natural concomitant of such operations in many other commodities. AS
such, its difficulties deserve very special recognition. ' fT'woj have come tg cur
Dotice. One is the difficulty in getting supplies of suitable ten (hesgts in
adequate quantitiesé We understand that steps have been taken 5 Jicence
certain indigenous firms to produce tea chests according fo specifications laid
down by the Indisn Standards Institute and that imports of tea ghests are
»allowed on the basiz of the estimated production of such tes chesty ip Indis.
The figure determined in this fashion for 1949 is 1 million chests.) Regarding
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the figure itself we have no comments but'we would like to :'observe thatl
protection to the Indian tea chest industry should not proceed to the point of
causing difficulty to the tea industry itsef. - The contaiper  industry must be

givenr second place in any assessment of the matter.

6. Of the million tea chests which were to have been imported this year,
a bulk contract with Russia for half the guantity has been entered into by one
association. The other half has yet to be licensed for import and we under-
stand shat among the reasons for the delay in the licensing are the selection
of importers and the proposal to restrict licenses only to those who are uble to
enter into direet contracts with the supplying countries. We feel that peither
of these two considerations are of such importance as to justify holding the
-jmport of containers of great importance to our tea exports. 1In our view,
permission to import such urticles should be freely given to the actualt
conswmners and only to the extent the consumers themselves ars not jrepared.
to import for their own requirements should middle-men be selected. This is’
p_m'ticularly necessary when owing to the limited volume of imports, ‘competi~’
tion among the importers would be absent and the industry might be made
to pay undu'y high prices for the limited stoeck available. Sinece complaints
abour the quality of tea chests have been fairly frequent and have been mostly .
about the indigenous tea chests both by the ﬁroducers of tea and the overseas
buyers,. it is necessary that the measures to maintain the standards prescribed-
for such tes chests be enforced with strictness and no loop-hole left for the
supply of inferior goods to the tea producers, o !

7. The other difficulty is the question of saleg tax, which in certain provinces
and states are not remitted on goods going to export markets. The situationm.
is particularly serious in South India, becasuse tea hag very often to pass
through more than one territorial unit and is thus subject to multiple taxation..
Binee: the Squth Indian teas on account of their affinity to Ceylon tea sre 1.0T®
in demand in hard currency countries, it is specially important that this
difficulty should be removed and arrangements made for refund of duty withoutis
delay ‘or under formalifies. ' i -

8. While on the subject of taxation, we must refer to the export duty, 4
annas a lb. and the excise duty 8 annas a lb, which tea pays at present. (In-
general we are opposed to the levy of export duties, and we have suggested-
earlier that the duty on tea should be removed at an opportune time) So long
bowever as the export duty lasts, we feel that there is no reason to keep the

+ excise duty one anna lower. The fear that the effect of an incresse in the-
excise duty would be to raise appreciably the cost of the poor man's cup of tes
is not based on .a correct appreciation of the jncidence of the extra excise duty.

Q. AlthOUg_h there has been considerable increase in ten production, there
has befm an increase in the internal consumption of tea and Ii-herefore ;(Jie in-
crease in the volume of exports has not been as large as the increase in produc-
tion. Overseas demand at present is not saturnted a'nd there s a )osP;ibIlity'
‘gf increasing exvort.  On the other hand, this can onlv be achie-ve d EW further
nLc-:rei]aie o‘g) pro.ductzlon or a 'curt_uilment of domestic hconsumption, neither of s
Eogcfrog}n I Ifdg);zz?; too far in view of the imminence of the revival of competi-

COTTON PIECEGOODS

The exporb of eofton piecegoods from Tndi i i
‘.mnng the war years, when other producing cm;}t;'?:: 1::3(13 anott:‘i,ﬁeﬁ"ffmgg '
in most of the markets. The highest export figure on record is in 1942-48 when
exports amounted to 819 million yards as compared with a pre-war average of
about 200 milliong yards. Upto 1947 exports went fairly smoothly, the limiting
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factor being India’s willingness to allow exports rather than demand in foreign.
markets. A number of serious difficulties however arose about the beginning of
1948. The decontrol of cloth prices in the country led to s tremendous rise
vin internal prices with the result thaf it wss more profitable to sell internally
than to export. The export duty which was an ad valorem duty salso becarne
-more and more burdensome with every increage in price. - Since at the same
time competifion from other countries, particularly Japan, began fo be felb,
India's exports declined seriously. The 1948 figure of exports reached only 50
spercent. 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 .the )
possible target for the export of cotton piecegoods with the Textile Commission-
er and his view is that during 1949-50 and 1950-51, India can safely export a
total of 800 million yards of cotton piecegoods to all countries including Pakis-
tan. With this view, we are in agreement and suggest that this should be the
target to be aimed at. This figsure has heen nrrived at on the hasis of current

production and after allowing for an average consumption of 18 yards per head
+ annually.  Higher internal consumption than this does not seem likely in the
next two years, .

8. The aholition of the export dufy, and quots and licensing restrictions
have facilitated trade and combined with the prescription of ceiling prices for
export have turned the oversess buyer once again to India as a source of supply.
This decs not mean however that the target of §00 million yards is within easy
reach. On present indications, exports to other countries are proceeding well

. but the off-take of Pakistan is still uncertain, depending it seems on_political
factors no less than economie ones.

. ) (O85 The recent increase in import duties in
Pakistan i8 going to be a further obstacle.

4. It has been suggested to us that the exports of finer varieties are being
handicapped by the import duty of 2 annas per Ib. on raw cotton except from
Pakiztan. A rebate of this import duty has been urged as a measure caloulated

%o help in the export of these varietios of cloth. In actual increase per yard,
the import duty

of 2 annss per lb. would seem fo amount to an insignificant

sum. The rebate of this duty is not likely to give any gread relief but in prinei.

ple it is desirable that import duties on raw materials should not raise the price

of the exported goods and since a request for such relief has been made by the

v industry, we have no hesitation in recomgmending it, provided the administra-

tive I:“a"'hmefy required to implement the concession is not likely to prove toe,
W DOrsonie,

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 duty by the exporters. The procedure does not appear to be uniform
in oll provinces, aund, apart from that, it is necessary for the exporter to fill in
a very large number of defails some of which are not readily available, before
he can get the refund. This causes considerable ineonvenience to exporters.

¢« We wouid suggest that the procedure be considerably simplified.

0. There has been in recent months a great deal said aboub the indifferent
.quality of Indian cloth and the unsatisfactory nature of its packing. These
two have in fact been urged as factors which made overseas huvers turn to
other sourceg of supply even if they have to pay a slightly higher price. We
understand that the Indian Standards Institution is engaged in evolving e
standard sea-worthy packing. As regsrds quality, there can. and should be no
attempt 8t standardisation. When catering to an overseas market, the ren
quirement of: the. buyer must be supreme. What is needed is. machinery to
ensure that the buyer gets what he has ordered and agreed to pay for. The
puggestion has been made that inspection of goods before export may be &
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means of ensuring this;. In our view such an arrangement would be impracii-
eable. Inspection if undertaken abt ports would mean unpacking of the 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 may not be possible to detect defects and if goods go oub with official
approval and are found to be below standard, that would do more harm than
good to the reputation of the country.

7. The real redress to the importer against the supply of goods of inferior
quality lies nob in inspection by another ageney but in the inclysion of an arbit-+
iration cluuse in contracts. During the war when there was a scarcity of cloth
3nd s secllers’ market, sales often used to take place without such provision
being made in every case and the practice still seems to continue. What is
required is & stondard form of agreement which will include a provision on the

lines indicated below:—

‘*Any dispute as. fo, inferiorily or any other fault in the exezution of this
contract shall. failing an amicable settlement, be submitted: to the
arbitration of two recognised piecegoods merchants, one o be
named by each party, and in the event of such arbitrators being
unable to agree, of an umpire, appointed by them or by the......
«sss..Chamber of Commerce if the arbitrators are not able to.agrea
upon an umpire. The decision and sward of such arbitrators. or
umpire shall be binding and conclusive upon both. parties, the
Ioser fo pay the fees'’. .

8. In cases where the manufacturer himself does not export, s contract
petween the manufacturer and the exporter is also necessary. All such von-
practs should be on the basis of a given sample, which should be available with
the manufacturer so that complaints if any ean be investigated in full. Thg
‘point has been raised whether arbitration alone is a sufficient deterrant to s
firmm which is prepared to indulge in dishonest practice. We feel that powers
ghould exist with Government fo take punifive action against irdividual firms;?
whether exporters or manufacturers, who have been found guilty of deliberate
attempis to cheat the buyer. This action should be taken in addition to the
pormal arbitration arrangements provided for in the contract. In order %hal
these cases, whenever they do occur, are investigated promptly and fully, it is
necessary that detailed instructions should go out to Trade Commissioners a8+
4o the exach nature of the evidence which they must eollect and forward to the
Commerce Ministry whenever there is a complaint. In this eonneetion, we note
with regret that complaints made by the Trade Commissioner in Iran several
months ago are still under investigation, although full details including the
names and tex-mark numbers of the parties have been given. The investiga-
tion machinery must in all cages submit its report on a complaint within &
mQPth of its receipt,

9. One of the most frequent cause of complaint from overse
peen the poor quality of packing resulting in Ic)la.mage to theer:lozi.maﬁthg::
_glready suggested that s standard packing should be evolved and the use of
gnferior materials prohibited. One of the reasons why mills sre allowed upfo
9 per c.ent. over the ex-mill price when selling to an exporter is that tbey have

provide better pecking. Recently permission has been given to export goods
made for loecal consumption on account of the large accumulation of stocks
within the counfry. While we agree that it is very desirable that aceumulated
gtooks should be disposed of as soon as possible, we consider it very important ¢
that the reputation of our exports abroad should not be affected by -unsuitable

ds unsuitably packed appearing in our foreign markets. The exports of in-
ternal cloth by land to Pakistan may do no harm but if goods with local pack-
ing are sent overseas, a spate of complaints is bound to arise. We would
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' Iurge that the questior be reconsidered forthwith and orders issued ibat atlensh
these goods be packed with proper export packing before permission to export
is given.

10. In addition to piecegoods, export of cotton yarn from India should also be
inereased. 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 yarn 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 st the rate af§.

+ which it used to because it is no longer able to find a ready market for many?
of its goods. Import restrictions in its meain markets, particularly Pakistan
and Burma have affected it detrimentally. This difficulty is not one which the

" trade can regolve for itgelf, and we recormymend that Government should stard

* negotiations with the governments of these countries.

11. More than 17 erores worth of cotton manuiactures came into the country
fn 1948-49 mostly under Open General Licence X1 which operated from Sep-
tember 1948 onwards. This can hardly be regarded as satisfactory. 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 pot h_ave been
allowed to be imported. In our view, the free import of cotton piecegoods
from abroad has no place in foreign trade in the next two years atleast. We
nobte that this item has been removed from the 0.G.L. and we frust that if
under licence any quantities are allowed, they will only be for very special
reasons, . . .

12. At preseni, the total addition to the ex-mill price_that can be made is,
if the manufacturer exports, 10 per cent.; or 15 per cent. if an exporter exports.
Over and above this, it is permissible to include 2% percent. for commission to
the overseas agent. It has been suggested that this is inspffi_cxent in view o_f t.he
high cormmissions given by European countries and the limit of the commission
‘should be raised to 5 per cent. In our view, while there should be no objection
%0 the comumission of even 5 per cent. being given to the overseas a'gent where
necessary, this extra 24 per cent. should eome out of the permissibie a}lditlons

' to the ex-mill price indicated above and not be added on eo as to increase
the over-all cost to the foreign buyers. In noninal tirnes, for internal sales,
rost mills pay a commission to selling agents which comes to 1to 1} per cent,
g0 that they should not And it difficult to meet this commission. As regards
exporters, although the permissible margin to them is 7 per cent.. over and
sbove what the- mill itself takes, in actual fact most of them claim to be
working on very low margins of 1 to 2 per cent. They can therefore quite
teasily afford to pay the overseas agent another 24 per cent. out of the margin
already permitted to them. In fact, it has been suggested to us that the
marufacturers’ and exporters’ margin is already too high and should lLe re-
duced{We feel however that the normal forces of competition will™ cause
such readjustment in the margine as circumstances and conditions prevailing
in different murkets necessitate and it is not necessary to refix marging with.
every change in conditions) .

13. While attempte are not lacking to export to the dollar areas, they have
invariably foundered in the past on rocks of our export duty and the American
import duty. The principal obstacles to such exports are distance from the
gource of manufacture and now the fall in the prices of competitive goods in
the .U.S.A. While opporlunity may still offer for exports in particular lines,

¢ ection- plecegoods canmot, we are afraid, be regarded as likely dollar earners.
(vr natural markets lie on the shores of the Indian Ocean, Arahian Sea and
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Bay cf Bengal, upto Australis and New Zeanland in the South Pacific and-
China and Hongkong in the North. Besides these, it is also possible to cbtain
ghare in the piecegoods import of the Middle Fast countries including Egyptt
and Sudan, . of Turkey and South East and West Africa. .

v

RAW JUTE

Sipce Partition, India has become a net importer of raw jute. Many of
the varieties of raw juie grown in India have a special appeal to certain foreign
markets 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 row jute in India has been rising. From 16 lakh hales im:

1947-48, it wenb up to 22 lakhs bales in 1948-49. This year’s crop is estimated
to be about 80 lakh bales. ,

Q. 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 wers 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
year. It is a moot point whether the decision to allow free exports to all
pouniries can be maintained througout the year. The estimates of the Pakistan
crop appear more gloomy than was anticipated three months ago. The policy of

free export will therefore have to be reviewed from time to time to suit the
requirements of the mills. - o

8. The future of raw jute exports is very largely linked with the expansion
of raw jute cultivation. With a crop even of the size of the current year, we
cannot with confidence look forward to regular and steady exports. A larger
Indian crop is essential. If this was attained the position of the mills would
improve even though a larger portion of the Indian crop was exported because
 as the total overseas demand is limited, more of the Pakistan jute would be-

come available to Indisa.

4. Raw jute exports from India sustasin the important baling industry-
They alsn make a contribution to the Central Revenues on account of the duty
of Is. 15/- per bale. The corresponding Pakistan duty is Rs. 20/- s bale. A
lowering of duty at present would encourage a large scale diversion of foreign de-
mand to the Indian market. Accordingly it should be maintained at the pre-*

gent figure. In a reasonably good crop year of course the point might be worbth .
reconsidering.

OILS AND OILSEEDS

Prewar, oilseeds ranked as one of the most important of our exports, the
quantity exported from 1937 to 1939 being approeximsately a million tons a year.
After the war, exports of groundnut¢ have been rigidly econtrolled on °
account of increased domestic consumption. The other edible oilseeds are also-
now i short supply for exports because of the inereasing use of their oils with-
in the countrv for cooking. Quotas for the export of groundnut and ground-
put oil are declared annually after the size of the crop is known, ample provi-
gion being left for internal consumption in the shape of Vanaspati as well as
groundnut oil. About 10 per cent. of the groundnut kernel is required for seed

purposes and 5 per cent. for eating as nuts; the rest is either exported or pres-t
sed into oil. .
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2. Upto the beginning of 1949, oils and fats were under allocation by the
'international Emergency Food Council. The exportable surplus which India
used to declare for groundnut and linseed was sallocated hy that hody to differ-
ent countries and a system of destinational quotas was in operation. The
price of Indian oilseeds was well below world prices for some years and there
was keen overseas demand which had to be kept in check by measures of con-
trol. In fact, so great was the disparity in prices that it was thought by Gev-
srpment that both oil and oilseeds could bear an export duty. Internal prices
however kept on rising throughout 1948-49, until it became practically imgpos-
sible to sell all oils and cilseeds abroad. A sharp decline in the price of oils
in the U.S. market led to decontrol by the T.E.F.C. and since then the dis-
parity in prices has tended to increase. The belated removal of the export
duty in the 1949-50 budget did not help, as speculators took the
opportunity to raise prices further. The price position up-to-date has been that
linseed has just been on the margin and business on a reasonsble scale has been
possible. Groundnut has met with much more resistance and the uiilisation
of ths quota has been very poor. Groundnut oil and linseed oil however,
which were exported in fairly large quantity in 1948-49, have remained
' unerportable and there have only been small occassional shipments to
‘neighbouring countries,

3. On account of the very large increase in the production and consum-
ption of groundnut oil and vegetable prO(_luct, the exportable surplus is esti-
mated to be in the region of 100,000 tons in terms of o_ll, if the crop is reason-
able. In terms of kernel this means 250,000 tons. Since crop xﬂﬂlcﬁ-tlons for
1949.50 are fuvourable, s total export of 100,000 fons in terms of oil of 250,000

© 4ong in terms of seed is not likely to be a high target. In linseed the surplus
is estimated to be 50,000 tons in terms of oil.

4. The one difficulty in achieving this target is the disparity between internal
vand external prices. The remedy that suggests itself is imposition of control
over the prices of groundnut and linseed. To be effective however, the price of
4 number of other oilseeds, particularly ‘mustard and sesamum, will have to
‘be controlled although they do not enber 'the export trade at_prgsent. .(except
“hat mustard oil goes to Pak'stan). It has been u?ged that it is partteu]ar!y
difficult to exercise effective control over oils and oilseeds and the problem is
considered to be more diffieult than in the case of sugar. On t}_le nthm: hand,
it is conceded that it is less difficult than in the case_of food-_gra.lns. We have
no doubt that if it s really intended to cor_:trol !;he ‘prices off oilseeds, the effort
t.will be successful in spite of many sdministrabive difficulties. We would em-
s phasise that the effort must be vigorous, sustmne_d and comprehensive. H.u].f-
heartedness will do more harm than good. If it cannot be done properly it
would be better not $o do it at all. In effect, Government has been attempting
40 maintain control over the price of groundnut qil and seed through its eontrok
of the prices of the manufactured article ﬂ‘orp these pr_oducts, Vanagpatl. Such
an attempt at control has been & eoroplete failure; nor indeed co_uld 1t_have heen
.expected to be anything else. A stage has now been reached in which we are
told prices of Vanaspati have had to be raised twice during this year cm account
of increases in the price of the raw material. Vanaspati factories however
still find oil prices too high and we iwere told that several have closed dcwn
and all are threatening to close down umless they are allowed to increase their
prices-still further. It was pointed out to Government as long ago as June 1947
. that in. this matter the only course that gave any chance of suceess was the
» straightforward one of controlling groundnut and groundnut .0il prices. Twe
vears of trial do not .seem to have improved the position.. It is suggested that
atleast now it be . recognised that the effective way of holding- the prices ?f
oilseeds, so as to .make groundnut, oil and Vanaspati available for export, i
“py control, S
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5. The rise in the price of groundnut as well as the other oilseeds has not
been due to an increase in the cost or cultivation beyond the normal rise for all
erops  or to demand exceeding supply. 1f these were the only ferces as
work, the disparity between Indian prices and overseas prices would have at
once corrected itself on account of the fall in exports, eading to a Su‘“Pfus_ n
the country. Speculation however has had s great deal to do with the high
level of prices. We have been told that speculstion in  foodgrains being to
longer possible, all the money which used previously to be spread over a4
number of commodities is now being invested in oilseeds.  Since gcme
varieties are not readily perishable, stocks are said to be held by operators
fror yeor to year. An attempt has been made to restrict futures frading to
some extent in Bombay. It has not been very effective and we understand
that a iuiures market opened in Calcutta as a result of the attempts to close
it in Bombay. The effect of speculation was nowhere better seen than in
the rise in the price of oilseeds which immediately followed the removal of
the export duties. We understand that only recently three big operators cor-
nered aimost all the uvailable oilseeds in the Bombay Market. Stoppage of
speculation provided it is made effective throughout the country will no doubt
help considerably in lowering prices. ' .

6. A factor which tends to encourage and even help the person who is in
clined to hoard for speculative purposes is the attitude of provincial and state
governments some of whom have placed restrictions on the movement of
oilseeds particularly groundnuts. We understand that the power to restrict
such movements has been taken away from proviuces, In practiee. however
some of them ban inter-district movement and thus secure the same effect.
In addition to the provincial ban, another reason for local shortages is difhculty
of iransport, and A railway receipt for a wagon is sold many a time before it
ultimately gets into the hands of the exporter who has to obtain it at a premium.
Better movement to ports together with withdrawal of restriction by local
adminigirations would be very helpful. Several States are important growers
of oilseeds and it appesrs that the power to restrict movement as well. as to
tax the seed leaving their terrvitories is still with them. We feel that in the
iuterests of the trade generally and export in particular it would be advisable to’
remove these powers at once. Further sales and municipal taxes are alsc im-
posed which add to the price and thus reduce the competitive power of the
commodity.

7. Thers is ome more point which we should like to make, The method?
of allowing export through established shippers was necessary so long as there
were internationally fixed destinational quotas and conditions indicated +that
the deihand was well in exeess of the supply. Todav. we should throw open
exports completely and merely keep g statistical record of exports, so that when
the quots fixed has been vxhausted further exports can be stopped. It would »
~of course 'be desirable to announce the quota as ear'y as possible on an appre-

cintion of the erop position for the next vear in December of the previous vear.
. After watching the trend of exports. it 'should he possible to give the trade a
'month’s notice before the quota is exhausted.

. 8. What we have said about groundnut applies equally to. linseed and castor »
seed and their oils. The former is used to a very smalil extent for edible pur-
pose and the latter not at all. The price disparity in. the case of castor oil is
~formidable at present. Tinseed is however nearer international parity. We
suggest that castor seed like castor oil be decontrolled completely and linseed «
should be dealt with in the same manner as groundnut.

"~ 9. The natural -desire to export the oil rather than seed has.led in recent

. years to the fixation of separate quotas for oil and seed. . The export of oil is
preferable beeause oil earns more foreign exchange and the by-product, oil-
cake, remning in the country. Tt would be a mistake however tp have a. rigid
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systemn which means that if exports of oil are not possible the seed ulso remains
unexported. We suggest that quotas should continue to be fixed separately
‘for the’ oil and the seed but if the seed quota is finished before the oil quota,
' the position regarding conversion from il to seed should be reviewed.

RAW COTTON

Raw cotton which was one of the most important items of our export trade
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, our raw cotton
exports are now confined to Bengal Deshis, Mathias and Comillas. The total
production of these does not come to more than 1,82,000 bales. During the
war we were faced with the problern 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 markst is once again likely to buy. In our view it would be more
¢ advantageous to utlise whatever acreage can be devoted to colton 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 utilise the foreign exchange gained thereby together
with additiona! sums in order to import slightly higher stap1-e cotton which we
ourselves need, would not be wise, however attractive ib might appear on the
export balance-sheet. Were it possible, this country would be wgll-ad.vised
not to grow any cotton for which there is no use in the country. Since how-
ever such & change over is not possible there will always be a ae‘rta,'m aniount,
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 cotitons.

(Is the course of discussions it was brought to our notice that about 80,000
bales of damaged cotton, super.or varieties of 1947-48 and earlier crops, which
could not be used by the mills, were not being allowed fc be exported. After

- verifying the faets, the (!. C. E. has granted permission).

HIDES AND SKINS
Hipes

. _ Hides fall into two categories, byff and eqw hides. There are two schools of
thought regarding the question of export of hides. One strongly holds that there
should beUree exports) another is equally convinced that such a course would
be disastraus. The arguments of the first are that there is ample supply avail-
able in the country. Millions of cattle—atleast 22 million cattle—die every

¢+ year and it is only a question of making it worthwhile for the village Chamar
to col'ect the sking, in order to obtain the whole available supply. Unlike the
internal tanner, the exporter is prepared to find & use for every kind of hide.
Accordingly, if free exports were allowed the largest possible quantity would
be collected, thus conferring benefit not only on the foreign exchange position
but also on the internal tanner who would get & wider range to choose 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 has been greatly reduced. With partition,
this dominion has lost a considerable proportion of the hides that normally
used to come to our tanneries. Moreover a big tanning industry has now been
established in thig country. To allow free exports would mean reducing the
gupply and increasing the prices of the raw material of this industry, To the
exporters’ objection that exports of tanned goods have also fallen, this school
replies that increased internal consumption is the real reason for the fall,
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2. These views have been represented vigOI'OUBl}’ at various meetings El}d
conferences in the past. After the termination of the war, for a few months in
1946, free exports were allowed. It has been urged that during the pericd of
the free exports prices did not rise. On the other hand, it is stated that becezuse‘-
of the knowledge that exports were to be allowed, prices had already risen
before the beginning of this period. We do not consider 1t necessary to come to
sny categorical decision on this question. The present position is that free
expors is allowed of buffs and cow hides above certain gpecified weights, and it
is permissible to export up to 2000 tons of weights lower than the§e freely tﬁ*
hard cwrrency areas alone. . Ag against these 2000 tons. s_lc?ual exports ere much
- smaller. The reason alleged is that it has nob been _poss:b.e to find a ma_rket i
hard currency countries for all-the varieties in the lighter weight categories aud
gince the shipper has to purchase the hides in 2n assortment, he must b.e given
permission to export the rest to the soft currency sreas. We find considerable
force in this argument and are of the opinion that the 2000 tons quota should not .
be confined to the hard eurrency aress but should be fres for export io all
destinations, We do not think it necessary to suggest any increase in this quots «
until its further utilisation and the effect of this relaxation on prices has been
seen. :

8. One of the main difficulties in regard to marketing of .hides is the shortage.
of ‘wagons with wooden floors. For the safe transport of hides such wagons are
Aesirable and we would recommend that ss many wagons should be made avail-.
able as possible, Atleast wet salted hides and skins shou}d be classed a8.
perishables by the railways. ' .

SEiNs

Sking fall into two clas.ses—goat and shecp skins. There is no control over
the export of gont skins. The trade in these is reasonably saetisfactory and they
arg important as dollar esrners beecause kid sking are exported in very large
quantities to the U. 8. A, The U. K. and the U. 8. A. have been the principal
maérkets and 4t one time there was an arrangement betwsen the buyers caleu-
lated to depress Indian prices. FEven now these countries are reported to be
buying in agreement so that the prices do mot rise on account of competition. .
A curious episode in regard to goat skins deserves motice, as it sheds light on-
some of the methods adopted to obtein foreign exchange. Certain residerts
of a continental country have been importing these skins from India and selling
them to the U. 8. A. at a loss. The dollars so obtained are used for the pur-
chase of luxury goods which on re-sale in soft curreney countries yield such
large profits that the buyers do not mind the loss on- the sale of the,skins for
export, I% is & curious commentary on the state of world trade that no effective-
measures. can he taken to prevent such transactions without at the rame time
}ﬂﬂégtmﬁ' damsg= on +hat genuine exporbt business which we are anxious to
oster

2. The bul]g of the sheep skin exports of undivided India came from the areas
that are now in Pgkistan. Accordingly there is not much scope for export of »
this ‘commodlty in future, Wa understand however that some of the export of
Amritsar type of goat-skin produced in the East Punjab has now been dis-
located on account of the evacuation of those who were primarily engaged in
this trade. Tt has been suggested that the trade could once again bhe started *
in s_a.nd around Amritsar provided eapital end techmical guidance were availsble.
It is also said thad the oapital required is not large and the technical guidance
not dlfﬁcu‘lt to obtain, In the circumstances, we recommend that this. question «
be forthwith investigaied. . :

148 M ofCe.m
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MICA

The export of mice during 1948-49 is the highest on record; the first six
months of 1949 however show a decline particularly in respect of exports to
U. 8. A. The reason for the decline is stated to be the recession in the U. 8. A.
which has particularly affected electrical industries producing goods for domestio
use such as refrigerators, electric irons, ete. Apart from the trade, the U. S,
Government itself is a fairly large buyer for its stock-piling programme. The
variety which the U. 8. 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 eleectrical industry
' butt,e in this sphere too, Madagascar is reported to be underquoting India o some"
extent.

The Mica export of India is handicapped so far as its competitive ability is
* concerned by Provincial Governments’ sales tax, Cess, and Shipping freight.
The rates of these respectively are 1-9/16 per cemt., 2% per cent. (with option
to increase it to 6 per cent.) and 4 per cenb. At the same time the indus
maintains that increase in wages has made its 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. It is said that Indian
wages are higher than those in Brazil and the produectivity per man fo-day is
balf of what it was before the war. There is a clear case for removal of the
» provincial sales tax which should not in any case apply to exports. Bhipping
Jfreight is also s8id to be one of the highest for cargo other than treasure. We
understand that pre-war it was levied on tonnage besis instead of ad valorem
sand there secems to be no reason why the shipping companies should not revery
to their original practice. The Government of India, should we feel, take this
vmatter up with them. Considering that competition from other countries ig on
the increase and demand on the decline, it cannot be to the interest of shipping
itself to maintain a rate which the traffic will not bear. Regarding the lahour
welfare cess, it is reported that although this cess has been collecied for nearly
three years, no expenditure out of this ftu_ld has so far been incurred. While
we eppreciate fully the considerations which prompted the levy of the cess,
there is the point that if the cess at all acts as 8 deterrent to a larger volume of
export and therefore of production, it may well become a tax on labour itgelt,
- 'We suggest that the malter be reconsidered in this light.

SHELLAC

Shellac is a remarkable example of nature’s bounty. Its supply is "la,rnely ‘

& matter of collection. Tiny imsects Plﬂceﬂl ab appropriate seasons on c’the
branches of trees produce a rich harvest which is collected by small holders
" and finds its way in driblets to counery 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. T ig
clear that neither of these can be high and as such shellec ought not tp be
particularly expenmsive. Yet ita price has risen so high that for certain ugeg i
has ceased to be competitive, Synthetics have taken .its place in some of jta
most important fields and in others too replacement is going on apace. The
principal problem shellac has to face is price. At reasoneble prices all the
lshellae that can be produced can be sold and”cen produce foreign exchange, for
its internal uge is wvery.limited. S : :

2. Here again, one of the reasons, perhaps the principal, for the rise in’
prices is hoarding and speculation. Stick lac (the original form of ghellnc
before refining) is bought by T Avathdars’” who hold stocks. Their interest lies
in rising prices. Operators play the Fatka market in Calcutta .Those with
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mo inberest in shellac operate solely as a gamble. Priceg fluctuate widely thus
.depriving the buyer and the genuine trader of the advantages that accrue from
& fairly stable level. Between 1942-45, when prices were controlled, the level
wus Bs. 64 a maund and later Rs. 71 per maund. Following decontrol in 1948,
speculation tock the price up to Rs. 170 per maund. Since then it bas been

fluctuating from monthk to month and is nclined to be somewhere arcund

Rs. 140 in recent months, The trade considers Rs. 80 per maund FOB!
Csleutts 2 reasonable price, fair to the producer and consumer and likely to

jead to the greatest volume of trade. If the export trade in shellac is to

-expand, the first requisite is the felimination to as great an extent as possible

of speculation. We would suggest complete prohibition of Fatka cperations

in shellac}

3. Transport too is very important. Shortage of transport leads to shortage
of stocks in Calcutta thus favouring speculative activity. It is very(desirable
that adequate transport should be made available to move stocks at the proper
4ime.}

4. Imported stick-lac from Siam is also used a great deal for refining im
India and the finished shellae is then re-exported to U. 8. A, It is very
important that imports of stick-lac should not be subjected to any kind of
vestriction. The temporary stoppage of import licences for a perind of six
months shortly after the war was responsible for a decline in Indian exports
.and for stimulating direct exports from Siam to U, 8. A. Since then Siam
‘has been gaining ground in the American market and any restriction cn imports
from that country would do us a great deal of harm. Moreover, as with allr
speculative commodities, even a slight resiriction on imports has the effect
-of raising prices quite out of proportion to the actual diminution in supply. '

‘5. One of the main complaints from the principal consuming centre, namely,
the U. S. A. is about the quality of Indian Shellac. Lack of uniformity.
edulteration and failure to conform to specifications are alleged to be the main
difficuities in some consignments. Since shellac is used in the U. 8. A. in
amechanical processes; the difficulty caused by any variation in quality is consi-
dereble. It has been suggested by the trade that complasints from overseas
about the quality of shipments of poor shellac and seed-lag are not altogether
the fault of Indian manufacturers and shippers. The buyers, who generally are
not the actual consumers, sometimes demand shellac and seeéf-lac of poor
quality. In fact the trade mainteins that it is because the importers buy down|
o a price rather than up to a quality that there is go much room for cornplaint|
frorn the actual consumers, '

6. In s sense, a reduction in the price of shellac will itself tend 4o eliminatey
‘the basis reagons for these practices, As & rule, shipments sre made after
wnalysis by public chemists is India and a section of the trade feels that insist-
ence on Governmental ingpection of each consignment will not really eliminate
the complaints and may well delay shipments and cause other difficulties. On
the other hand, there is much opinion both in the trade and outside in favour
of inspection before shipment to make certain regarding conformity with proper
standards. We understand that the Indian Lac Cesgs Committee in co-operation
with the Indian Standards Institution is trying to evolve standards which will
-be internationally acecepted and once the buyers’ acceptance is secured, there

would seem to be no objection to the enforcement of -
inspection. of these standards by prior

7.(With reesonable prices and proper standards there need b -
sion about the expaz}sion of shellac exports.) We wers told tl:?ai? otﬁg)r%re&eege
certain schemes for increasing production. On further examination it turned
out that only & very small area wae under consideration for the yext year.
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Government forests in suitable fracts offer & rich field for the inerease of this-
valusble dollar earning commodity and under proper guidance there is no reason.
why Government itself should not produce considerable quantities of shellac
which cou’d be marketed without many of the intermediaries that help to raise
the price and make difficult the sale of ordinary shellac.

SUGAR

In pre-partilion days sugar manufactured within the country used to supply
the needs of the whole country including what is at present Pakistan. There
has 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 iz extremely interesting not only for its own sake but
as shedding a light upon the methods and manners of powerful seciions of cur
population at the present time. Sugar was decontrolled in December 1047..
The control price was Re. 20-14-0 per md. ex-factcry for D 24 quality. We
underztand that on decontrol, sugar interests fixed & price of Rs. 35-7-0 per md.
for the same quality. When the provincial governments of U.P. and Bihar saw:
thig, they felt that & portion of the incresse ought to go to the cultivaters.
They aceordingly insisted that the sugarcane price be raised from Rs. 1-4-Q to-
Rs. 2 a maund. They also raised their cane cess from one anna fo thres annag
in U.P. and from one gnna %o two annas in Bihar. This price of Rs. 25.7.0-
continued up to December 1948 when in consultation with Government a lowey
price of Rs. 28-8-0 was agreed upon, the sugar interests promising that, if
necessary, they would maintain this price by opening their own retail shops. -
After sbout half the year had passed, it appeared that there was & strong likeli-
hood of & surplus and those most concerned began fo press government to-
arrange export of at least 60,000 tons. Indian prices were out of parity with
those sbroad 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. ard the
provineial government its sugar cess of Rs. 1-14-0 a3 md. The sugar factories:
would sufer a reduction of Rs. 2 a8 md. in the price and would also usa the
fifty lakhs they had collected by levying a four anna contribution per md, on.
sugar exported from U.P. and Bihar. With these arrangements, it was hoped
thet the price would be favoursble for export and negotiations opened. Imyme-
diately ex-factory prices began to rise. Large quantities were consigned #rom-
the factories to consuming centres and an artificial scarcity created. When
the question of sbiding by the undertaking given to sell at Rs. 28-8.0 wag.
raised by government, the answer was that the body which had given tpe-
undertaking regretted that it had no powers to enforce maximum prices, All
it could do under its regulations was to fix minimum prices. Retaill 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 hoarding activities in the course of two months, an.
exportable surplus of 50.000 tons had been converted into & shortage necegsita--

~ting regulatory action of s drastic nature,

8. This episode clearly demonstrates how the possibility and prospects of |
* exports of sugar depend upon the meintenance of control. On average produc-
tion there ghould be no difficulty in exporting af leest 50.000 tons at reasonable-
prices, but it seems impossible either to have reasonable prices or a surplus
ava}]able without maintaining full control. Once exports have started on this-
* basis, government, 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

cane. The long-term remedy lies in increasing the production of sugar. bugear-
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COAL

In pre-war years, India has been an important exporfer of coal. Indeed =o
great was the importance of the export markets to the Indian coal-mining
.ndustry that in 1924 one of the terms of referenes to the Indian Coal Committes .
was to report on the measures to be taken

45 stimulate export of suitable coal from Caleutta to Indian and foreign
. Por:bE-” -

‘The level of exports immediately before the war was about 1} million tons a
year, though in 1940 & peak figure of 2-1 million tons was achieved. Exzporte
in 1948 were about 600,000 tons. ¥For purposes of comparison, exports W
Pakistan cannot of course be taken into account since pre-war internal consump-
tion ineluded Pskistan supplies.

9. There is general agreement that we have not such large supplies of
bigh-grade metallurgical coal as to be able to afford to export it in urlimited
quantities. The general policy, we understand, is not to allow the export of
metallurgical coal except for very special ressons. An expansion in the ezport *
.of medium and lower-grade coal is certainly desirable.

8. The main difficulty is fransport. A great many wagons are required for

moving coal from the fields to the port of Caleutta but the wagon position &t

present is reported to be satisfactory and the real bottle-neck is the lack of
facilitiee for shipment. Calcutta port cannot handle more than 800,000 tons

a month. This has to suffice not only for the export markets but alsc for

supplies to various points on the Indian Peninsuia, such as Madras, Cochin

"and Bombay. In addition, approximately half of the coal exported to Pakistan

has to go by sea. All this extra load on the port of Calecutta, is due to the

inability of the rail fransport system to cope in full with the infernal movements «
a8 well as the requirements of Pakistan. In 1948, only one sixth of the handl-
-ing capacity was used for export the rest having been occupied by constal

carriage.

4. Indian coal has & ready markeb in neighbouring countries like Ceylon,
Burma, Mainys and Pakistan and there are also possibilities of export to
‘Australia, Phillipines, Hong Kong and Japan. That Indian colleries could.
mest these demands in terms of medium and lower-grade coal is not in doubt.
The point ab issue is whether rail transport will improve sufficiently to ensable
the bulk of the internal supplies to be carried over ground. Tf so, present port
- facilities may suffice. It is however probable that as the capacity of railways
fo carry more coal internally improves, there will also be a reductior in
cosstal shipping freights, at present curiously enough much higher than rail-
way freight. The bulk of coastal movement is thus not likely to be reduced.
‘The Indian Coslfields Committee had recommended an annual iarget of
825,000 tons for export to Burma, Ceylon and Streit Settlements. To this
must now be added at least about helf the exports to Pakistan as well as any
possible exports to other countries. "This target can only be achieved i
Calcutta is able to handle about 50,000 tons & month more coal tarffic than ab

present. Accordingly the question of expanding loading facilities in the porf.
.of Caioutta should be considered expeditiously.

5. It bas been represented o us that only three firms are allowed o ex-
port coal. In the time at our disposal, it has not been possible for us to ex-
.gmine this matter in detail. Prima facie the arrangement would seem to be
J4nequitable. There may however be good reasons for it. We suggest that the.
whole quesfion be gone into thoroughly by Government.
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BPICES

Although export of spices is not a very important item in our total export
earnings, it does at present play not insignificant part in exports to hsrd cur-
rency countries. In the pre-war years, the most important spice exported from
India tc 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 blask
pepper has risen to a far greater extent than that of any other commodity. The
. very considerable increase is attributed largely to hoarding and speculation. It
has been argued before us that these high prices while not doing any harm to.
us, increase the net earning of dollar exchenge as overseas buyers are prepared
to pay thern. Expenditure on pepper in the budget of the overseas consumer’
is so insignifieant that he really does not mind having to pay extra. While
.rthis may pe so, we consider it desirable that no one should feel that he is
lbeing held to rensom because of our monopolistic position in any particular
field. We would, therefore, urge upon all concerned, with pepper-—growers,
*dealers and shippers alike-—that they should attempt to reduce prices to a more-
sreasonable level. Very large returns may last over a short period, but they
have a habit of bringing sharp lessons in the end_. ‘We would have recommended
more drastic action to restrict speculation here as in the case of other commodities.
*but we refrain from doing so psrtly because of the low incidence of the nerease
in price on the individual econsumer and partly because we are told that the
high prices have encouraged the growth of black pepper production on modern
lines in the form of pepper estates. This is a welcome development from:
national point of view. Competition from Indonesia is likely to be felt in an-

other twn or three years and it is desirable thaw meantime Indian production
may be better organised.

2. An important factor affecting prices today is the policy regarding ex-
ports to soft currency countries. These we understond are f{:eely allowed fo
those countries from which %here is no denger of the goods l}emg reshipped ‘to
dollar areas withk consequent Joss of dollars to India. If it appears at any
time that the price factor has begun to deter exports to U.B.A., we think the
situation can be remedied by placing a limitation on exports to soft currency
eountries. An snnouncement by Government that they would, if the price
goes higher, take measures to stop such increase by allowing exports only to

*hard curreney countries would probably help in keeping the prices at a wore
-reasogable level.

8. An important point about black pepper is the quality. Poor quality of
exports in eatable items generally has very often ip the U.8.A. led to condern-
nation of the eargo by the Public Health Aut!zorifnes. This is true not only of
Pepper but also of fleg seed and other minor spices many of which have losgt U.8.

s markets permunently.” Commodities which are subject to special regulations
in the importing eountries should as far as possible conform to those specifica-

* tions and steps should be taken firstly to publicise these standards and secondly
to enforce them by prior inspection. ‘ .-

MANGANESE AND OTHER ORES

Prewar annusal exports from India were over a million tons, During 1948,
exports declined sharply on sccount of difficulties of transport although there
Was no export control on the commodity. It was known that there was a very
large demand for manganese ore in the hard curreney countries, particularly

«in the U.8.A, and it was decided to give special transport assistance to the cre
going to the U.8.A. In practice, it was found thab although the ore was railed
ostensibly for the U.8.A, in the absence of control on reaching the port it was

« shipped to a more paying goft currency destination. oy
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2. Manganese and other ores were brought under control in September last
and after allowing for & period to work off old contracts exports are being con-
trolled by the grant of destinational licences. Licences are allowed upto the
known availability of transport from particular mining areas so as ta ensure
that commijtments 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 there is more transport than ore available for export. Tke figures of
actual export in the first half of 1949 show an appreciable inerease over those of
1948, specially in the hard currency regions.

8. Over-all quotas for the export of manganese, kyanite and chrome ore,
have been fixed with a view to conserve the stocks of those ores which are:
considered 1o be in not too abundant a supply. Since the value per ton of the
ores in general is very small, the possibilities of obtaining a much 1arger volurmne
of foreign exchange by stimulating exports are small. What is required is:
that the present annual targeis of export be maintained and fulfilled. While
the rail transport has been made easier difficuties in securing adequate supplies
of petrol for moving the ore to the station are still reported. With the improv-
ed position, we feel there should be no objection to replacing destinational »
quotas by currency quotas within the next six months.

COTTAGE INDUSTRIES. .

Government are alive fo the possibilities of promoting exports of the pro-
ducts of cottage industries and there are proposals to open emporia 1N
important cities both in Europe and America.  Although not all the products
of cottage industry are likely to find a steady and continuous market abrosd,
there are & number of them which produce artistic utilities the production
and markefing of which can be considerably improved so as to assish
in increasing our earnings of foreign exchange. Items which seem likely to
vield results are brass work, wood and ivory carving, certain fypes of jewellery,

gpier.—mache. gold brocade. silk handiwork. Some of these are luxury
goods but of a kind which might find a wide and ready market especially in the
Btates, where in relation to income levels their prices will not be too high. But
the main difficulty is that their production is not organised for the purpose of
export. It is usually in the hands of very small merchants and very poor
workman 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 applied to them and their production methods are adapted to

ield & steady flow of standardised mass produced utilities having an artistic
appesl it may add to our exports especially to hard currency areas. As regards
goft currency areas it has to be remembered that many countries do not wllow
the import of luxury items. :

2. In order to sell our goods various eourses must be adopted. 'We must,
show thern in foreign countries.  This means on the one side participation in
exhibitions abroad, on the other advertising in an appesling way in foreign
periodicals with colourful display of the products for sale. Samples, eto., should
also be distributed on a generous scale to embassies and consulates, ete..—in
other countries, where we have our diplomatic organisations. This will have an
pdvertisement value.” . : .

8. It may also be desirable fo appamnt for & period of & fow years & few:
high-powered American or Buropean sales execufives who will both organise
gales and advise the domestic productive organisations as to the patterns likely
%o be in demand in the West.

4. The most well-organised marketing is never 'likely to suceeed unless -pro.

duction takes placg at home in adequate quantity, with reliable quality and s
according to certain standard patterns. The organisation of production at
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tiome therefore is as jmportant as marketing. We may bégin with organising
the production or lhe articles mentioned above. For this purpose after a
- preliminary study a number of industries may be selected which are likely to
produce artistic utilities wimeh may have a wide demand. To this more and
more may be added in due course as other indusiries likely to satisfy the export
market are discovered. The production of rost of these handicrafts at present
ir in the hands of a system revolving round the indigenous small merchant who
is a moneylender, supplier of material and the marketeer of the produect of
the industry. The worker is usually illiterate, extremely dependent and
works on his own in an irregular and haphazard fashion. This system has to
sbe replaced by one in which people are made to work for regular hours in
-establishmenis run and supervised on modern methods of business and asked
fo 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 execulives 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 from the
small benie to well-troined business executives working on some kind of a pay
plus commission basis under State industries departmen_ts. In sorme of the
industries, like the brocade industry of Surat, co-operative orgapisations exigt
already and the ereation of similar agencies in such centres as Jaipur, Banares,
- Travancore and elsewhere whers & number of these small industries find their
home should be organised through State initiative. With this kind of co-ordinated

programme extending both to marketing and production fair results would pro.
bably be obtained. S

8. It would seem that if such organisations are to succeed, the working
r charges 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 iteme 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. Fruits, nuts and vegetables.—The most important item in this category
13 cashewnuta, a valuabla dollar earner. To a considerabls extent, we rely on
the jmported cashew kernel which is processed on the West Coast and then
exporiad to the U.8.A. The oil derived from the kernel is also s dollar
earner.  In order to maintain exports at a high level, the free importation of -
‘the cashew kernel is essential. Any obstacle to such importe will imme-
diately affect our dollar earnings. Having learnt that this item had been
+ omitted from the new 0.G.L., we wrote to Government urging its immediate
reinclusion in that licence. The indusfry also needs a fair smount of tin
-plats for packaging purposes and this should continue to be supplied liberally.
An unfortunate development in the recent past has been that some poor
quality cashewnuts have found their way to the U.8.A. where they have been
condemned under the public health regulations governing edible items, . We
« 8ugeest that steps should be faken 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 Confinent. Both
U.8.A. and Canada have & demand for it and it can, like cashewnuts, be
developed considersbly. Pistachios and almonds imported from Afghenis-
tan have in the past been re-exported to VU.5.A. by India. Pakistan is now
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trying to capture this trade.' One way in which the Indian frade can be re-
tained is by allowing full rebate of the import duty on them when they are.
Te-exported, o ‘ c I _

Some fruits; we understand, have recently been: placed un the permissi-
ble list for export to Ceylon. Wa feel that the concession should ba extended
to all destinutions 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 veory
expensive. The air companies have, however, given concessional rates to
stimulats such trade and during the last season mangoes did go in fair quantity
to Luropa. The export of bananas is prohibited at present because it is
“thought to be a valuable subsidiery 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
quotas  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 Palkistan
and Pondicherry and exports to Ceylon are reported to be taking place from
Pondicherry We recommend that onions should be completely freed from «
&ll export restrictions.

8. Horns, Hoofs and pieces thereof.—These were brought under control and
placed in the prohibited list in 1948. The reason for this ban, we understand,
'is that horn meal and hoof mesl are valuable fertilisers, of which Governmeny
would like fo see more made in the country, Horn meal, however, is nod
'produced for ite own esake. I% is a by-product of the industrial use of horns :
in the manufacture of coinmodities like handles, toys, etc. A mere stoppage
"of exports therefore does nob result in the increased supply of horn r.eal, unless
the production of horn manufactures in the country goes up. Horns are found
all over the couniry, 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 shub ouf, their collection is correspondingly «
reduced. And there is no incresse in the supply of the mesl. There are
many varieties of horns such as deer and elk-horms used for decorative and
"ornamental purposes which sell st a high price. The stoppage of their exports,
when the foreign exchange earned by their export would pay for a very much
jarger quantity of chemical fertiliser which ean be imported, is in our view & -
mistake. Soine quotes for exports of horns have been already granted. We
think that horns should be allowed to be exported ~without any licensing+#

restrictions. .

4., Crushed Bomes.—This commodity had its largest market in Belgium
and earned us hard currency. Bone-mesl, the by-product, has to be sold to
- Government for fertiliser purposes at a stipulated price. The price of crushed
bones in the buying markets has of late slumped considerably, The industry
finds working uneconomic &s it says the price of bone-meal which Govern-
ment pays and the overseas price of crushed bones together arve mot sufficient
%o meet the present high - cost of production. Many of the mills are working
pelow capacity and some of them close down periodically. Neither exports nov
the supply of bone-meal to Government are at s satisfactory Jevel. One way -
to remedy thc situation would be to incresse-the price of bone-mesl. A fxed
price for bone-meal will always be liable to be either too high or tco low
depending upon the market pries for crushed bones which is not fixed but is
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subject to ordinary market fluctustions. In the cirecumstances, it seems to us
- that the best course would be to remove control from both erushed bones and
bone-meal and for Government to buy its requirements of bone-meal on com-
petitive iterms ai international prices. This will probably result in a larger
yolume of exports and a larger bone-mesl supply to Government than ab
present. ‘lhe maximisation of production and export depends greatly on
¢fransport facilities for bones and the zoning restrictions should be removed a8
early as possible.

6. Tyres and Tubes.—We understand that the export of tyre and tubes is
subject to restriction hecause the raw rubber is not available from indigenous,
sources jn sufficient quantities and we depend on limited imports. The im-
‘ported raw rubber is much cheaper then the indigenous rubber. We have no
quarrel with a policy of protecting the indigencus rubber cultivation by nof
allowing imports to the extent of making indigenous production superfluous.
But it by having larger immports of raw rubber we are able to increase the
export of tyres and tubes, we shall be gaining foreign exchange without harm-
ing the indigencus rubber production. The inereased import of rubber o the
-extent required for export purposes will not mean curtailed consumption of
indigenous rubber. On the other hand, if the proportion of imported rubber

-fo- indigenous rubber increages the prices of tyre and tubes should on the
average come down.

.

6. Manufactures of wood and Timber.—The Persian Gulf area is a good
-market for Indian furniture and cabinetware. It is true that for timber, we
rely on imports to a considerable extent. But each ton of furniture exzported
pays for more than twice the values of the timber required to make it.
Therefore there is a net gain of foreign exchange 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 import of timber if necesssry.

7. Fish.—India has always been an exporter of fitsh. In 1948-49, the value
of the fish exported was 14 crores of Rupees. There is no dearth of fish
around our cossts. Exporte are however at present restricted by quotas 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
0ot be made completely free.

8. Pharmaceutical Products.—During the war, the absence of supplies from
Western countries helped the Indian pharmaceutical industry to Hnd a inarket
for its produets in the neighbouring countries of Burma and Ceylon a8 well as
in the Middle Fast and even as far as Egypt. Essentially, the Indiun indus-

¢ bry iz a processing industry. It wuses very largely imported ingredients.
Z.Restrlction on the export of its products due largely to the irnported origin of
its raw materials has affected ils exports seriously, more so, as eompetition
fror: Western countries iz once again severe. Racently there has been gome
relaxation of restrictions in the sense that medicines which do not contain cer-
tain specified drugs, or the ingredients of which are not predominently of
bard currency origin, are licensed for export freely. This arrangement has in
practice not helped because proving that the composition of a particular phar-
aceutical product conforms to the instructions laid down has presented
umerable difficulties, Each case requires ad hoe examination by appraisers
‘WhC} are not themselves technical men. Drugs are often needed at & moments
« notice and delsy in obtaining a licence may mean total losg of business.

. We bave throughout emphasised the importance of allowing goods contain-
v » Ing imported raw-materials fo be exported freely. In the case of pharmaceuti-
« eals, we 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 the side cf libera-

-lity, no loss in the sense of a diminution of essential supplies is likely to be-
eaused. The pharmaceutical industry is working below capscity snd produc-:
tion has declived for lack of demand. We would therefore have preferred to-.
‘recoramend that chemicals and pharmaceuticals should be completely decon-

“frolled for export purposes. In view however of the tightness of the dollar

position, however, pharmaceuticals which contain one of the following medi-

-eines, namely, Streptomycine, Penicillin and Emetine, should confinue to be-
vnder export control, the rest being free for all export restrictions.

If export on any large scale is to 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 export trade in this line. We wunderstand
that internally there is control over the quality of drugs produced and a system
of inspeection is enforced at least in some provinces. We consider thet such-
_inspeetion should be extended to all aress and if any manufacturer is knmown

to be prepariug goods which are not up to recognised standards, the exports-
of these should be banned.

9. Tubagoo.—The possibilities of increasing the export of Indian tobacco
should be considersble at present since dollar shortage has made inany ecoun-
tries restrict the import of American tobacco. Unfortunately, the production
_of the first four grades of Virginian flue-cured tobacco which are mainly in
demsand is still not as large as it sbould be with the result that while demands
for such tobaceo remain partially unsatisfied, there is a surplus of lower grades.
of tobacco which it is difficult to market. Indian tobacco has in the past
pean mostly talen by the U.K. The m_tel_'est of the continental countries bas
now been aroused and there ave possibilities of increasing tobacco eaports to
Furope. The grading of tobacco has been successful and has created confidence
gmong overseay buyers. An increase in the production of the better grades .
ghould lead to an expansion of exports—not only of unmanufactured tobacco but
also of Indian cigarettes.

10. Chilliss.—Ceylon is the main market for Indian Chillies although in the-
pte-war period some exports went even to the U.S.A. Export of chillies 18
gubject to quota and licensing restrictions. The reason for these restrictions 18
stated to be that free exports may lead to a rise in price. Even if this
happened. we dc not think it would make ma.i;erial difference to Indian eon-*
suwmers since the amount anyone spends on chillies is insignificant. C]l.lllleﬂ
moreover can be grown almost anywhere. Increase in exports is more likely-

%o lead to erester production than higher prices. At present on secount of
restrictions in India most of this trad_e has f::.hlt‘ted to Pakistan, while some
Indian chillies are reported to be finding their way to Ceylon through Pondi-

- cherry. The grant of small individual quotas to exporters i3 uneconomic an_d'
is a further impediment to exports. We recommend that restrictions on the
export of shillies be abolished. :

11. Magnesium Chlorids.—Before world war I, Germany had s monopoly
in the export of magnesium chloride. Betwren the wars, however Indian
produetion began to be exported to many near and distant markets. World
war II, when German supplies were shut oub, gave a great impetus to Indian
maguesium chloride which began te ‘be exported in increasing quantities. The
" competitive position of the Tndian industry is weakened on account of ineuffi-°
cient supply of the steel sheets, required for making contsiners. Increase
railway and steamer freights have also affeoted exports. Tnerensed alloeation®
“ of gteel sheets and adjustment of the railway - freichf would certainlv bo+
heipfal. . -
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. 19. Vegetable products (Vanaspati).—This industry which used to cater for
-the needs of undivided India and whose capacity has been steadily increasing
t is'unable to work to full capscity ab present and will not be abls fo do so n
the future uuless it is able to export. Its natural and established markeb was
* '« Pakistun, but owing to export restrictions from India that country has 1§npott-
ed supplies which were specially manufactured for if by Holland and France.
« Foreign supplies are reported to be cheaper and more attractively packed, a.n.d.
although now India has agreed to allow free export to Pakistan, not much is
* being taken up by that courntry. The competitive strength of the Indian
product in the Pakistan market can only be restored by a lowering in the price £
-of Indian groundnut and groundnut oil—measures for which we have recom- ™
mended separately. Apsrt from Pakistan, Burma, Malsya, Ceylon and other
neighbouring countries should present opportunities for Indian vegetable pro-
duct. In Burma import licensing difficulties stand in the way and negotiations
+ at governmental level are necessary for their removal. Meanwhile, it is
~important that this jtem should be removed from the export confrol notification
&0 that no one able to do business with overseas countries is handicapped.

18. Myrabollam.——The annusl production is estimated to be about 100,000

. fons of which approximately 50,000 tons are exported to America, Europe and
cllier countries which need it as a tanning material. Although a monopoly of

India, myrabollams have to face competition from other tanning substances—

Quebracko from South America and wattle bark from Africa, Exports used

to be handicapped by transport diffieulties but the allotment of wagons now

..is reported to be satisfactory. The price of Indian myrabollam has however
been raised by the provineial sales taxes in C.P. and Orissa and the withdrawal

*by the railways of the concessional rates of freight to the ports, which were
+in force till about two years ago. Both these impediments need to be removed.

14. Carpet and raw wood.—The export of Indian carpets shows a steady #
decline since the end of the war. Its value has fallen from 4-7 crores in 1946-47 ~
to 27 crores in 1948-49. Exports to the hard currency countries in 1948-49
were approximately a quarter of what they were in 1948-47. The only country
where exports record an increase is the U.K. The U.K’s own production is
largely cateriug for the export markets and the domestic consumer in  thab

- country is therefore prepared to buy any carpets that the U.K. will allow to

by imported. The U.K. market may also be lost once British produation
becomes available for consumption in that country.

The main reasons for this fall in export are that the quality of Indian
‘earpets no longer satisfies the foreign buyer. This has been largely due to the
indifferent quality of the exports in the peri i

od when the de igh.
‘Equally, however, there has been a change in the taste of '{;Egleb?gve:maildh lfhe

designs and texture which he needs are not what th : . -
.ducgns. The Namdas of Kashmir, the Galichae of U? Jé’[?dl:lllld m%uritl'gt Prgf
*Bangalore follow conventional designs and patterns. Their worlman shig i nab
as good as it used to be and the quality of the material which thBP fiy
fofeyior. 1t this industry is to regain and - retain the markets whicg # had
*found during the days of wartime scarcity, it will have to be reorganised with
the specific ohject of meeting the requirements of consumery &bmgg_ wi
The success of the industry depends very largel
-+wool yarn at reasonable prices. The ﬁnrithe dg > 603]; %ggpbgeof' g:iog dt%ed
swithout gond raw material, and Government must geq that suita ;12 sfac 1;{‘
.made available. Workmanshlg also requires to be maintained and ne‘zarnnnd
.appealing designs have to be infroduced. Carpets are produced mostly ss 8
- eottage ndustry and the producers require guidance an asgistance in {atering
.for consumers of whose changing tastes they do not have much idea.
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It bag been suggested that a ban on the export of raw wool or at any rate:
of tabnnery wool which goes into Drugget making will have the effect of
reducing the price of the raw-materinl and making Indian carpets more compe-
titive. In the markets of the world Indian wool is lmown as HEast India
carpet wool, With partition, its supply has been greafly 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 postwar years ending 1947-48 to 15 million Ibs.
in 1949-49. The U.B.A. takes over two-thirds of our exports of raw wool.
As the lack of .raw wool does not appear to be the reason for the decline in
carpet exports, we do not think any restriction on exports is justified at presens. .

In order to regain the U.8. market for carpets, the attempt should be to.

@hdopn better raoethods of production. Onece our exports of carpets inerease,

we could, if pecessary, restrict the export of raw wool to ensure larger supplies,
to tha Indian industry., DBetter grading of raw wool and better methods of.
marketing its exports would fetch much higher values than at present.

15. Coir matting.—Coir, coir yarn and coir mattings have been traditional
iterns of Indian export. During the war years, exports of coir mats like thase
of carpets inereased considerably. Of late, there has been a serious drop in
exports particularly to U.8.A. which was the main market for coir mats. The

* declire is partly due to U.S. tariff policy protecting the American producer of .
woollen carpets. Equslly, however, the trade has suffered on account of the
irdiflerent quality of some exports and inability to introduce new and varied -
designs which would appeal to the consumer. Good workmanship and new-~
designs are very necessary.

The import of floor covering in most countries js subject to various restrie-
tions. While in the U.S. it is the tariff policy which impedes exports, in-
other countrizs there are import restrictions. Thus in New Zealand, we under-
stand, the import of Indian floor coverings is not allowed af all although im-

_ports from the T.K. are being permitted. In the U.X. its import is limited
,3% quotas. Negotiations to have these restrictions removed should te under- .
taken forthwith by Government.

16. Aluminium utensils.—The Indian industry has always catered for the
requirements of the territories now included in Pakistan. In addition, there
have peen exports to neighbouring countries like Burma and Ceylon. Restric-
tions on the export of aluminium utensils which began in the days of the war -
have been continued much longer than necessary. This had a particularly
adverse effect on supplies to Pakistan, Aluminium utensils made in Indis use
imported aluminium to a considerable extent ‘and since there i3 2 protective
dutv on aluminium imports, the cost of the finished goods is too high for them-
to have & ready market in foreign markets. A- special arrangement to facili-
tate exports to Burma was made in the past by allowing drawbacks of duty
to two of the most important manufacturing firms. Thig concession however
applies only to exports by ses. In order thab exports to Pakister may prove .
possible  the sume concession should be extended to exports by land and alf
restrictions on export should be removed.

17. Disposal goods.—It has been represented to us that a large number of
*ﬁitems sold bv the Disposals Organisation are of no possible use in the country
‘but are not being allowed to be exported_either because they are of American-
origin or because they fall under categories of goods which are not generally-
allowed for export. Many of these goods are not suitable for use in  the
country while there are others which can be used no dqub!; but for which the
internal demand is not large enough to sbsorb all that is available in  the
market. It is obviously desirable- that what ig nob usable in the aountry.
should be allowed to be exported. Any ad hoc examination &g t0 whether or :

not a particular lot of goods can be used in the country when an application
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dor its export is received takes a great deal of time and very often means thab
by the time permission is given, the overseas buyer is no longer interested. 1t
.is necessary to deal with such cases on broad principle rather then by a
meticulous examination of each application. Goods which sre unusable in

India because the power-supply in Indis is of a different voltage or because

petrol for running the equipment is not likely to be available should imme-

.diately be placed in the exportable class. Goods which can only be used for

military puproses must be freated as surplus since if they were vequired by our
own army they would not have been sold through the Disposals. These goods
sshould also be freely exported though if considered necessary exports may be
allowed onlj to such destinations about which there is no political or strate.gle
.objection. Finally, as regards the bulk of items about which.no general ruling
+is possible, the instructions should be that if the goods have remained unsold

internally for sny length of time, say one year, they should be considered as
surplus and allowed for export. ‘

18. Miscellaneous seeds.—Apart from oilseeds with which we have already
dealt, there are s number of minor seeds in the exportable category. Thus,”
2 fiea seed and flea seed husks used to have a good market the T S.A.
Dillseed, poppyseed, fennelseed, cuminseed, corriander seed, fenugreek
seeds, ajwanseed, turmeric etc. also used to be egported to XEurope
end America. There is also a demand in neighbouring countries. The
‘loss of the export trade in these seeds is reporbed to be due to competition
among exporters leading to a fall in prices which in turn resulted in a deterio-
- ration of the quality. Thus, several shipments of small seeds going to the
+U.8.A. have been . detairied and rejected on account of rodent oxcrete. A ririct
sgheck over the quality of such exports would revive these markets.

‘T Tiles.—There is scope for the export of tiles more 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
should bave been and suffered damage. Since then, we understand conditions
have improved. For the development of this frade, it is necessary that the

+exact demands of foreign markets in the matter of packing and specifications
should be studied. '

F
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A

20. Tanned hides.—There is no reason why with the necessary technieal -

Jmowledge raw hides should not be so treated in India as to he equal to the
-best finished material produced from them abroad. We feel that 1ihig is
»2 matier which needs prompt action and we recommend that government take
4t vp forthwith. We understand that there is some difficulty about the im-
Jporting of quebracho from the dollar areas. This tanning material, we are
“told, is most pecessary for the industry. '
21. Hemp.—Hemp haa been a source of considerable forei

India and its fctal exports in 1948-49 have been valued a.te;%.};. ?;gimcf:re?
Though the total quantity exported last yéar was the highest in regent years..
it was &till well below 1989-40. Another unsatisfactory tendency is‘ the recent
declining trend in the quantities exported to U.S.A. Production on the whole
is much below 1939-40 level and if it is inereased it should not be difficult bo
rincrease exports by ab least 25 per cent. Every encouragement  should
therefore, be given fo the producers to achieve this object. Provision of ade-
» quate trausport facilities, which has been a serious obstacle o the irade
during fhe last year, direct trade with the continental markets inst:ad of
through Tondon, re-introduction of concessional railway rafes. from Shinpur
+and other centres to ' K. P. Docks, better associgtion of trade - v«'t}:nghe
vAgmarking eckemes,. provision of adequate retting water, avoid f dl‘l o
gampling and grading and maintenance of u : Anios o deley

) : niformity in these-
-year fo year will go a long way to improve the m;&?{o;lf! these- respects from
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INVISIBLES

The main item of invisible exports are’shipping, bankin insur

tourist traffic.” The earnings from foreign couxftgiesg by way %f tlk?ese a;ﬁti;ﬁg
an addition to the country’s foreign exchange in the same way as exports
Indis’s earning on these accounts ut present is very small, the main reason beiné.
that our ghipping, banking and insurance facilities are not developed and we
have to rely on other countries for these services, Measures to increase our
earnings from these must include s development of these services as well as.
&n increasing use of them by Indian trade.

¥ o This Committee has obviously no time to examine the development of
Indian Shipping, banking and insurance. Accordingly it must restrict itself to s
genera] observations.

3. Banking is largely a matter of confidence. Branches of Indian Banks,
particularly if they wish to flourish abroad, must secure the confidence of these
who are to be their constituents. Once that has been achieved, progress is.-
bound to bse rapid. We understand that restrictions are placed by foreign »
countries on the opening of branches of Indian banks. It is for Government «

s Eo see that no discrimination is practised against our nationals.

4. Indisn 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 ressons for this is the slow turn-
round of the stesmers, which pick up cargo at different ports of the Indian Coast
with delay at each place. This in turn is necessitated by the non-availability of
full cargo ab the port from which they commence their voyage. It is often
suggested that as a positive measure of assistance to Indian shipping and in parti-
cular with & view to increasing our foreign exchange earnings, Government should
bring some form of pressure, direct or indirect, on trade to utilise Indian Ship- ¢

'{‘ffing. ‘Wae feel that this is a matter where there is room for propagenda and publi-«
city but not for pressure. Performance will bring its own reward. If Indian
ghips are able to offer as geod or better service than foreign ships, there iz no
doubt that they will not lack cargo. Compulsion of any kind may have un-
desirable repercussiong on the volume of our export trade, since Indian
Bervices sre still running at not-!;oo-frequent intervals. There is yet another
danger in any policy of compulsion, namely that the other countries might »

retaliate.. .
" §. Tt is also sometimes urged that we ghould insist on all our imports being
ghipped f.0.b. and all our exports ¢.i.f. The very fact that the proposal rests
on the adoption of two different systems of invoicing shows that it is impracti-
Tt we insigt on such a measure, there is nothing to prevent other +

le. .
ﬁgneﬁﬁes from adopting the same policy towards us, In particular, it has
been urged thab the shipment of jute goods from Indig to U.S8.A. which takes

present, should pow be made c...f. Here again it iz clearly
shipment should prefera:bly be ¢.i.f. and the option of choosin"g
the shipping should remain with the Indian shipper. It is not a case however
ghere Government could or should interfere, particularly as Government’s own
~surchases of foodgrains from the U.S.A are all f.0.b. It is essentially a-
Tatter to be settled between the Fndian shippers and their foreign buvers.

o 8. Insurance is again a matter of confidence. Those who are to insure
branch of an Indian company must feel themselves safe in its hends -and
f receciving as good service as any foreign company can give. .
Ineurance companies have often to tace a great deal of corpetition but in the .
end character tells and business done on th_e_ right lines with low profits, -low*.
expense ratios, and prompt meeting of liabilities will'do much more for the

place f.o.b. at
desirable that the

with a .
must be certain o
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spread of Indian insurance than any amount of Government assistance or
favour. Here too reciprocity must be insisted on. So long as we have a fair
ficld we need not ask for anvthing more. It is essential that all foreign ex-
1change earnings of Indian insurance compauies should be surrendered to the
Indian exchange control. An insurance company does occasionally have to-
pey cubt more then 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 the earnings of foreign exchange should also come to its credit. It is no.
answer to say that such insurance companies as do nobt credit their earnings
to the Reserve Bank cannot clajm foreign exchange from it. If an Indian
Vinsurance company operating on iis own defaults in auy payment because of

shortage of foreign exchange, not only will that company but all other Indian
insurance companies lose credit.

7. For the developruent of tourist traffic. the Ministry of Transport is
responsible. We understand that -various steps to improve amenities to
tourists are under consideration and some amangemenfs have been completed.
A Committee wag appointed which first met in November 1948, No tourists
reem {0 have arrived since then. We can only hope that the results of the
Committee’s efforts will be more successful in the next cold weather. Tourists

. from the U.8.A. spend a million dollars s week in France during the summer,
Although the distance to India and the cost of eoming here ig much greater,
therc is really no reason why, considering the many attractions 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 Amerjca and Burope long to get. .
away from their depressing winter. and November to February iz the best -
part of the year with us. 1t however progress in planning for tourists traffie
and providing necesssary amenities proceeds at the same pace ab which it has
done in the past, not much of this rich harvest is likely to be gathered. Nor
too will the meny restrictions which the governments of some of our provinces|
impose and wish to impose on gocial life and behaviour conduce to the increase *
of touring. Tt is no answer to say that the tourist personally will be exempt.
from resirictions. A visitor comes to a foreign country in order to meet the

'people ‘and to have social contacts with them and anything that prevents this
discourages tourism.

8. A peint worth mentioning here is the evasion of exchange control. Esti--
mate as to what proportion of our total dollar earnings are Dob
being properly credited to the -gcountry's foreign exchange account bub are
being held abroad by Indian nationals vary from & to 15 per cent. of
total foreign exchange earned. The manner in which this ig being done is said
to be the under-invoicing of exports and over-invoicing of imports, ths difference
Jbetween the correct valve ang the value shown in the invoice being credited to-
the American account of the exporter or importer. Although every exporter
has to undertal!ge to surrender to the Reserve Bank the declared value of his
-exports, thers is no machinery at present to ensure that the declared value is
the correct one. In the United Kingdom this responsibility falls on the Customs
staff. In India too, it effective arrangements sre to be made, the task musti,
*be left to the Customs. We however do not wish that anything should be’
done to the detriment of the export trade. We would not suggest the stoppage
‘o1f any consignments on the ground that they were undervalued. Where the
busto;ns officials consider that the wvalue is too low, the matter should be taken
LJE with the exporter after the goods have been shipped. The examination
-should be made by a sufficiently senior officer who is in a position to die--

tinguish between under-invoicing and eelling at ve low margi mush
to a hard currency country). g g vy gin (as one
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9. On the import side, over-invoicing is mentioned as being responsible for-
a good deal of leakage. In addition, licences are obtained sometfimes on false
pretences and by giving an incorrect 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-
exemplary punishment, when a case is detected. The antisocial character of
the wastage of dollars bas not been realised by the people. Public opinion needs .
10 be aroused against individuals who take advantage of their country in thiz
-fashion '

CONCLUDING REMARKS

.In conelusion, we desite to express cur thanks to our, Member-SBecretary,
M. L. K. Jha. His wide knowledge of the subject we dealt with, remsarkable
indusiry and diligence, cheerful and amiable personality have been of invalu.
.able assistance to us in our labours. . ST -

(8d.) A. D. GORWALA.

(5d.) K. D. JALAN.

(8d.) J. N. RAY.
(S8) RATILAL M. GANDHI.
(84.) G. EUTHYMOPULO.
(84.) ABDUL JALi.,

(84) U. N. BARMAN,
(S1.) HARTHARNATH SASTRI.
(Sd) L. K. JHA, ., .

‘- ot

Bombay, o
lath September, 1949:_ . . 1 —
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STATISTICAL APPENDIX.
BEST YEARS OF EXPORTB
(Basged on exporis from 1934-36 to-date)

Quantuma  Best year Ex porisr
f of in

Unit o _
) Exports export 19454
Food and Drink, elc.—
Tea . . . i . Inmillionsoflbs. .  405.7 1044.45 405.9
" Tobacco . . P . . 76.3 1948-47% 55.8
Bpices . . . . . In*000 of owts. . 857.8 1047-48 458.0-
Raw Maierial
Coal . e . n'000 of tons .  2008.8 1989-40  1132.6
Micsa . . ‘. . . In'000ofCwts. .  203.9 1987.38 330.9
Lee e e e e 833.9 1936-37 490.08
Hideeand SkinsRaw . . In’000oftons 43.8 1935-36 12.2
Manganese ore . e e ” 1001.0 1987.38 208.8,
Oils— \ ‘
Groundnut e + o In'000ofgallons ,  8702.6 1940.41  8800.5
Linseed o o .+ & - w o« 83317.5 194748  2280.5
Castor o - * . . ] . 5638.2 1947.48 8000.%
Saedo— . - .
(§) Goundnut seed . . In‘000ofton .,  835.1 1938-39 8.2
T GhLiseed . . . . . +  818.3 1938-39 25.0-
{#37} Castor . . + . » . €8.7 19384-35 .
Cotton Raw . . . . » . 762.1 1939.40 - 76.0-
Jute Raw o« e . " . 820.5 103687 212.7
Manufactured Arvicles—
Hides and Skins, Tanned - « In’0000of Tons . 31.0 1939.40 14.5-
Iron and Steel manufactures . " . 98.3 ” 12.0-
ot snufecturea . . . ' . 1083.3 925. 8

Cotton Piecegooda . . Inmillions of yards 819.1 1042.43 840,58
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TABLE No. I P ED i
Ezport of principal commodilies during the fired hallvee of 1948 and 1949 both inrerms of volume and
UB

Quantity in 000 of tons Valuein Lakhs of Ra

Export during lst Export during lst
Cormamodities half of 1948 balf of 1040
{January-June) (January-June)

w—

Qusntity Value  Quantity Value'

Jute Manufactures . . . - - 484.1 7292 379.2 5581
Jute Raw . . . N . . 160.1 1681 83.86 1051
*Cotton P:ecegooda - . . - . 106.5 1150 156.2 1483
Cotton Raw . - . . . . . 69.1 1228 33.4 587
Cotton Waste , . . . . . . 32.7 323 84.1 327
Hides and 8Skins Raw . - - . . 9.0 318 9.2 321
Hides and 8kins Tanned . . . -~ . 7.0 615 8.3 795
Groundout Seeds . . . . . . 50.4 363 38.6 300
Linseed . . . . . . 23.3 142 22.3 131
Groundnut Oil . . . . . . 30.4 524 16.6 296
Linseed Oil . . - - . . - 5.5 99 3.1 a6
Castor ©il . . - - - - . 13.7 240 1.4 25 .
Mica . . . . . . . . 10.2 318 6.7 238
Lac . - - . - . - 15.3 526 9.6 845
Manga.neae Ores . . - 162.3 87 269.2 178 .
Tea . . . - . . 68.2 2370 86.1 8160
Tobaeeo e e e e 7.8 307 10.5 - 4b8
*In millions of yards.
. TABLE No. II RS-
Bzport to Hard Currency Areas during the first halves of 1948 and 1849,
Quentity in 000 of tons, Value in Lakhs of Es.
Ezporte during 16t Export during 1st ¢
€ommoditios half of 1948 half of 1949
{(January-June) - {(Jaruary-June)
y Quantity Value Quantity Vakeo-
i Jute Manufactures . . . - - 202.8 3596 151.9 2545
{ Jute Raw . . . - . . . 21.6 505 388.4 . 408
Tea . . - . . . . . 8.0 326 9.5 83%
Lao . . . . . 9.2 298 4.9 165"
Fruits and Vegetab]u . . . . . . 145 .o 198 -
: Mica . - . - . 1.5 219 8.7 17
" Hides and Skins Raw . . - . . 5.7 277 4.3 188
“Hides and 8kins Tanned . . - - . 0.8 82 0.1 29
Ooctton Raw and waste . - - . . 28.2 410 28.¢ 391
Spicea . . . . . . - 2.6 64 3.6 162
Qils . . . . . - . 4.9 87 1.1 29
Manganese Ores _ . - - - v - 96.8 48 183. 4 1.
‘Others . . . . . . - . 880 o 864 3
1 Toran " 8437 5048
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8003.04 TABLE No. III

- Hrport of Jute manufaciures io Principal countries during the first halves of 1949 and 1948.

Quantity in 000 of tons.
January-June 1049 January June 1948

U.8.A. ., . .
Au%l‘a.lia . . . X X 2; ) g lgg . g
U.K. Coe LT ) | 4
Argentine . ;g '3 gg 1
Pakistan . I 19.4 1.7
Thailand . I : 7.8 4.8
Chile . . 7.¢ 7.0
Burma , . . . . 7:4 9: 1
Canada e 7.1 14.7
Newzealand ) . . . 6.7 7.3
Other Countries . |, . . ) 109.3 144.2
: 279.3 464.1
+ Y s— vy e R —
TABLE Ne. 1V

BataKop ov PavyMenTs, 1948
COurrand Transoctions ' '
(In crores of rupees)

LI R

) ? ; . . Receipts Payments Net.
"~
W. Merchandisei Exc{:crts f.0.b., imports o.i.1.) . . 438.7 476.4 —48.5
2. Non-monetary gold moyement . .. _ .. . r.cen s . 0.1 ~0.1
3. Foreign tarve) . . . . . . . . .. 4.1 —4.1
4. Transportation . . . . N . . 4.6 8.0 —4.4
#, Insurance . . . . . . . . 1.7 3.4 —1.7
8. . Yavestment, income . . P . 12.2%+  30.0f —17.8
7. (oveétnment not included elsewhere . . . 24.6  105. el[ —80.4
8, Miscellaneons . . . . . .. - N . 26.1 18. +6.9
9. Donations§ - . . . » . . . 16.0* 5.8 -+10.2
10. Unclassified . . . . . . . . 23.2 14.6 8.8
11. . Total Current Transactions .. - . . o b4a2.1 664¢.8 -—-122.5
" .. (Errors and Omissions R, 1.5 ..

J'-_;ﬁeé-a-fpts under this item are li-kevly<to include some on account of insurance and freight
charges which it has not been possible to separate, but both Receipts and Payments exclude
transactions under Government barter deals. .

“~ #*Includes the interest on the sterling assets of the Reserve Bank of India.

.. fThis figure ia composed of recsipts by mission any institutions remittances from Indians
ehroad (of which & provisional estimate kas been made), and other uailateral transfers into
the:country.

 +A provisional estimate to be verified latér when the Census of Foreign Investments
oo':i;ipleteo ) }

. 'I 1[Ineludes'the smount of Re. 60 crores paid for stores under the terma of-the Indo-U. K9
Il‘il’nh,ncial Agreement. CT ;

¢ §This figureis aomp_aged of Teseipts by missionary institutions remitances from Indian-
shroad (of which @ provisional estimate has been made), and other unilateral tranafers ingon,

the country. r . I
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