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Fiscal Commission-Written Evidence 

Vol. Ill 

ENGINEERING ASSOCIATION OF INDIA, CALCUTTA. 

The Association would make it clear that the views expressed below refer mainly 
to the engineering and allied industries in which the Association are mainly in
terested. 

Before going further, the Association would like to make clear the ramifications 
of the Engineering Industry. No proper documentation of the definition of the 
Engineering Industry has so far been made either in this country or in any other 
country of the world because the Association find that this term is very loosely used. 
For instance, sometimes such terms as Engineering and Iron and Steel or Engineering 
and Shipbuilding or Engineering and :Machine Tools or Engineering and Aircraft 
are used thereby indicating as if Engineering and the branches of the Engineering 
Industries were two separate things. The Association would, therefore, request 
the Fiscal Commission to describe the scope of Engineering Industries in order that 
in future course of action Government of India and the trade may follow a sustained 
policy for the development and protection of the engineering industries. The 
Engineering Industry should include :-

Iron and Steel Industry-

(!) Main Industry 

· _ (2) Re-rolling Industry -

(3) Ancillary Industry -

(4) Associated Industries . 

(i) Tmpla~e Industry 

(ii) Steel Castings -

(iii) Wires and Wire Nails Indnstry 

(iv) Screw Industry . 

(v) Bolts, Nuts and_ Rivets 

(vi) Expanded :Metal 

Non-Ferrous Metal Industry

Aluminium Industry 
Copper Industry .. 
Lead Industry 
Antimony -
Tin Industry 
Miscellaneous Non-Ferrous Industries 
Non-Ferrous Refining Industries 
Secondary Metals 



Machine Tool IndWJtry 

Small Tool8 

Mechanical Engineering I ndWJtry 

Industrial Plant and Machinery Industrv 
(i) Textile 1\Iachinery 
(ii) Sugar Machinery· 
(iii) Vegetable Ghee Plants 

(iv) Fine Chemical Ple,~t~,~~nd ~~~cc~~~ry_. 
(v) 1\Iiscellaneouf:Cement, Pape~-1\Iachinery .etc-. 

Diesel Oil Engines 
Road Making Machinery 
Weighing Machines and Jacks 
Water Fittings 
Centrifugal and Hand Pumps 
Pipes and Tubes 

Electrical Engineering Industries 

·Electric Fans 
Electric Lamp Industry 
Electric Motors 
Electric Wires and Cables 
Electric Lightirig Accessories 
Conduit Pipes 
Black Adhesive Tapes 
Distribution Transformers 
Dry Batteries and Cells 
Broadcasting Receivers 
Secondary Batteries 
Communication engineering like telephone an'J V!''':tra·•~· equi:Pments ete. 

Structural Engineering 

Ship-Building Industry 

Engineering Stores 

Coated Abrasive Industry 
Belting Industry in India 
Steel Belt Lacing 
Griac ling Wheels:Industry 
Belt Fasteners 
Ball Bearings 

Scientific Instruments -

Railway Engineering 

Automobiles and Bicyclts 
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PART I 

SECTION A ( 1) 

Introductory-Changes in the economic background since 1922-23. 

Question 1.-Do you consider that the economic background in the country has so altered 
since the Indian Fi.~cal Commission reported in 1922 that it necessitates a 
funda:r'!en_tal ~hange in the approach to the problems with which the present 
Commzsston tS concerned ? 

Yes, the Association consider that the economic background in the country 
has fundamentally changed with the result that the country's fiscal policy requires 
a considerable change in order to fall in line with the aspirations of India's growing 
industries. 

Questiop, 2.-Will you list the principal changes in our· agric~tlturalsituation in respect 
~f . 

(a) Production, 

(b) Consumption and 

(c) International trade in agricultural commodities1 

The Association are not concerned with these and, therefore, they would not 
like to make any observations. 

Question 3.-To what extent, if any, have these changes affected or are likely to affect 
the future pace and direction of rlur industrial progress ? · 

Since the Engineering Industries do not depend for their raw material on agri
cultural products this question does not arise directly. However, there is one im
portant point with regard to the demand for machinery to be used on the farm. 
In so far as the demand of agricultural India for machinery is concerned the Associa
tion hope this would necessitate the development of industries connected with 
agricultural plant and JUachinery and agricultural implements in order to satisfy 
that demand. Although mechanisation of agriculture has not so far gone ahead, the 
Association feel, from the changes brought about during the last two years in regard 
to reclamation of waste land, that the demand for agricultural machinery is likely 
to be considerable in future. 

Similarly, the development of certain branches of Engineering Industries, 
for instance, jute mill machinery, sugar mill machinery, and cotton mill machinery 
depend for their developments which in turn are dependent upon agricultural crops 
like sugar cane, jute and cotton. Therefore, the development of these three agri
cultural industries is likely to stimulate the sugar, cotton and jute industry which 
in turn lead to a demand for industrial machinery for these industries. The 
development of these industries has already led to an increasing demand for these 
types of machinery and the development of new engineering industries in order to 
satisfy these demands has already taken place to a certain extent. 

Que8tion 4.-What are the basic impro?Jernents in our agriculture and. mininq that _you 
would consider urgently necessary as a support for any poltcy of ~ntensijied 
industrialisation I 

. The Engineering Industries are mainly concerned with the develodpmtndt of 
mming industries in so far as the growth of Engineering industries is epen ent 
upon them. For this purpose the Association would suggest the development of 
18 M. of Com. 
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coal industry on the lines of the recommendations of the Indian Coalfields Committee's 
report 1946-47 regarding conservation of coal, regional production and regional 
consumption and also better coal preparation methods for distribution. The indus
tri!'ll consumers of coal have been demanding the supply of coal on specification and 
this can be met only by the establishment of washing plants to clean all coal to stan
dard specifications. There is too much laxity in the existing grading system and 
the consumers are content to accept coal of inferior quality at higher prices since 
standards are not officially enforced. 

The second important mining industry which requires development on sound 
and systematic lines is the mica industry as mica sheets are required to be processed 
in a special manner for the development of oui" electrical industries. 

Similarly, in order to help the establishment of more steel works, the develop
ment of iron ore industry in other provinces than those where they are already being 
mined is necessary. India has been an exporter of iron ore and the development of 
iron ore mining may help the country to earn foreign exchange. 

Question /).-What are the main directions in which our industrial development has 
progressed since the Indian Fiscal Commission reported in 1922 1 Please give 
your appreciation of the ~Jame. 

The main development in the field of Engineering Industries since 1922 has 
been the development of secondary industries. Almost all the Engineering Industries 
excepting iron and steel have been developed after 1922. When the Indian Fiscal 
Commission reported in 1922, they made a survey of the economic position in India 

· and regarding Indian industries they reported as follows :--' 

"On the industrial side India has two great textile industries on modern lines, 
cotton and jute. In 1919 which is the latest year for which statistics 
are available, there were 277 cotton spinning and weaving mills 
employing 3,06,310 persons in addition to 1,40,786 employed in 1,940 
cotton ginning, cleaning and pressing mills. The jute industry possess
ed 76 mills employing 2,76,079 persons, besides 211 jute presses in 
which 33,316 persons were employed. Next after these two great 
industries come the railway work shops with 1,26,134: employees and 
rice mills with 48,563. Engineering workshops, tanneries, tile factories, 
iron and steel works, mineral oil and many other industries employed 
appreciable numbers, but out of a total of industrial workers for all 
India which is returned at 13,67,136, the cotton and jute mills together 
with the gins and presses and the railway workshops account for no 
less than 882,625. The above figures relate to what are known as 
large industrial establishments and take no account of the important 
industry of coal mining which in 1919 employed 203,752 persons, . 
nor of the numerous village or cottage industries of which far the most 
important is that of handloom weaving which is believed to provide 
employment for over two million workers." 1 

From the above it would appear that the Engineering workshops were summarily 
dismissed and the Fiscal Commission of that time did not take any notice ofthe 
development of these industries. The Association are not concerned about the rea
son for this treatment meted out to the engineering industries at that time and 
during the two decades following. But what is most important to co:n:'idex: is that 
the development of these industries even at that time was worthy of bemg recorded 
in order that the future industrial generation of India might have taken notice of the 
deficiencies in this regard and tried to fill those gaps in the industrial canvass 
of India in the years which followed. 

1 Report of the Indian Fiscal Commission 1921-22, pag~s 17 a~c\ 18, para. 30. 
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The Fiscal Commission of 1922 summed up the industrial position of India. in 
these words : 

"We find in the cotton and jute mills two important industries of modern 
type, a c_onsiderable diffusion of mechanical engineering represented 
by the r~il":"ay workshops and the private engineering works which are 
now sprmgmg up, the beginnings of an Iron and Steel Industry and 
a number of mining industries, none of which has yet reached the 
stage ?f being a serious economic factor in the country. In addition 
~here IS a large production of mineral oil and there is the important 
mdustry of coal mining on the future of which the industrial develop
ment of the country largely depends. Finally, scattered throughout 
the country unorganised and handicapped by methods of marketing 
and finance that hardly permit them to rise above the lowest economic 
level is a vast army of handloom weavers." 1 

This was the industrial position in 1922 as surv.eyed by the Fiscal Commission. 
From the above it would appear that there were thre~ types of engineering industries 
take_n ac?ount of by the Commission, namely (1) Railway Workshops, (2) Private 
Engmeenng Workshops and (3) An Iron and Steel Industry which was reported as 
having made only a beginning. The Association are not surprised at this census of 
the Engineering Industries of which the notice was taken by the Fiscal Commission. 
At that time in the field of Iron and Steel Industry there were only the Tata Works 
at Jamshedpur and that too in a struggling state. Since 1922 the development of 
Engineering Industries in all the sectors has gone apace as would be evidenced from 
the following accounts which the Association give regarding the development of 
these industries. 

Iron and Steel Industry.-The iron and Steel Industry in India comprises of 
two sections: {1) The basic industry.-'tnd (2) the steel re-rolling industry. The basic 
industry is in the hands of main producers who manufacture steel by using the Besse
mer Open Hearth Process. They melt the iron ore, make pig iron out of which they 
manufacture steel, whereas the re-rollers use either billets or scrap and five of the 
important units in this section of the industry are equipped with electric furnaces 
to make steel from scrap by electlic process. 

There are at present three workshops in the field of the basic steel industry, 
namely (1) Tata Works at Jamshedpur (2) Indian Iron and Steel Co., Ltd., and 
Steel Corporation of Bengal, at Burnpore and (3) M:ysore Iron and Steel Works at 
Bhadravati. The Indian Iron and Steel Co., was floated in 1918 and later on was 
amalgamated '"ith Bengal Iron Co., in 1936. The capacity of the newly amalga
mated company was 850,000 tons of pig iron and 100,000 tons of cast iron pipes, 
sleepers and general iron castings per annum. The Steel Corporation of Bengal 
came into existence in 1937 and set up a steel plant adjacent to the blast furnaces 
of the Indian Iron and Steel Co. The new Steel plant commenced production on the 
lOth November, ·1939. The capacity of the Works is about 200,000 to 250,000 
tons per annum. 

The third main producer of iron and steel is the Mysore Iron & Steel Works at 
Bhadravati About the year 1920 the M:ysore Government erected the Works 
with a productive capacity of 28,000 tons .of charcoal pig iron per year. A surplus 
was left after being used for cast iron pipes and to take car~ of the surpl~s a st~el 
plant was added in 1934. It is understood that the capac1ty of the rollmg mills 
is 28,000 tons of }i<Yht structurals and bars. There is also a rod and strip mill with a 
capacity of 5,000 t~ns of hoops and another 5,000 tons of rods of quarter inch and 
below. 

1, Report. of the Indian Fiscal Commission 1921-22, para:. 31, page 80. 
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Before the war of 1939 India was producing about i,750,000 tons ot' pig iron 

of which nearly 60 per cent was used for making steel and the remainder was used 
in foundries in the country and exported outside. The chief markets for Indian 
Pig were Africa, Java, Ceylon, Burma, the U.S. A, Japan and the U. :K. 
The quantity of finished steel manufactured came to about 750,000 tons per annum. 
In addition to these 750,000 tons of finished steel produced in India the country was 
importing about 150,000 tons to 300,000 tons per annum, thus bringing the total 
consumption to nearly a million tons. 

· During the first year ofthe war, Tatas added a Magnesite Plant for the production 
of magnesite peas and magnesite bricks. In addition to this some other extensions 
have also taken place the most important of which are their '\Vheel and Axle plant 
and the Toluene plant. The Mysore Iron & Steel Works added a 25 ton basic furnace 
together with two small electric furnaces which has increaEed their productive capa
city to well over 50,000 tons. Mysore has also manufactured ferro-silicon of the 
quality required, for the first time in India and India may be considered self suffi
cient so far as this alloy is concerned. The Steel Corporation of Bengal have added 
a new Duplex plant during the war. 

Out of the ten blast furnaces working in India five belong to Tatas, one to 
Mysore and four to Indian Iron & Steel Co. Before the war wagons were manu
factured in India but wheels, tyres and axles had to be imported. However, with 
the operation of the wheel and axle plant at Jamshedpur this need has been met. 
Another notable achievement is the manufacture of high silicon Fheets for the re-
quirements of the electrical industry of the country. . 

Alloy Steel.-The most significant development during the war time has been 
the manufacture of alloy, tool and special steels. Pre,iously the production of alloy 
steel was only 250 tons pe~mon1h which has now reached the figure of 1,000 tons per 
month. 

Alloy steel is the steel of the future as ordinary carbon steel is being gradually 
replaced in many manufacturing processes by alloy steel since the latter gives more 
strength for its weight and resists corrosion. India is well placed for the manufacture 
of alloy steel. Even before the war, low alloy steel was successfully manufactured 
by the Steel Industry in India under the names 'Tiscor' and 'Tiscrom' but the 
impetus of war has given further confidence and experience in its manufacture 
since thousands of tons of special steels of varied specifications have been 
made in the country for munition purposes in electric furnaces and by other 
processes and it can be stated that the industry has mastered the preliminary 
difficulties. The Jog Hydro-Electric Scheme in Mysore when· completed will 
add 64,000 H. P. from Sivasamudran and Shima Power Station to begin 
with. At its first stage of operation, Jog is expected to give 32,0()0 
H. P. by 1956, and thus help to make l\Iysore the centre of alloy steel and other alloy 
metals industry, with its cheap electric power and chrome and other minerals found 
in the neighbourhood. As regards further development in British India of the 
industry of alloy steel and other alloy metals, help is required from Government (a) 
for provision of cheap electric power. (b) for a pilot plant to manufacture electrodes 
for electric furnaces since electrodes are a heavy item of expenditure in electric 
furnaces and practical research aided by Government is requir€d to make electrode 
manufacture a success though many private parHes have been exrerimenting in this 
line with varied results, and (c) for laying down specifications for Government require-
ments of tool steel etc., with a view to utilising the special alloy steels that can be 
made in the country mostly from materials available in this country. It may be 
stated here that the establishment of electrode industry in the country would be a 
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great.help to Al?minium Industry also. The alloy steel industry is the source ofthe 
very Important mdustry of tool steel and machinery parts etc., and as such requires 
fostering by the State. 

0Ll~£r Achievementy.-Other war time achievements of the Indian Steel Industry 
are high speed steels for machine tools, high carbon steels for the manufacture of 
mint dies and certain other types of plain carbon for high explosive shells for ord
nance purposes. The making of high carbon tool steel has already resulted in the 
expansion of twist drill manufacture. This may lead to the establishment of such 
industries as razor blades, files, cutters, knives, dies etc. Nickel steel plates for gun 
carriages and a special high alloy nickel manganese steel was also manu,factured 
during the war. The Indian Steel Industry has also manufactured stainless steel. 
But it is understood that financial difficultie1:1 have rome in the way of its development 

St£el Re-rolling Industry.-The Steel Re-rolling Industry is of recent growth. 
In 1919 the idea of starting the Steel ~e-Rolling lri.dustry was mooted out but attained 
maturity only in 1929. The first re-rolling mills ~ere engaged in rolling scrap accu
mulated in railway workshops. Subsequently a better class of scrap was imported 
and billets were purchased from the main steel producers and these were rolled into 
useful sections require<.' for construction and other purposes. Twenty years ago there 
were only 2 or 3 re-rolling miJls in the country. But from 1935 onwards largely owing 
to the feveri~h re-armament boom in Europe, the industry got a fillip and by 1940 
the number of mills rose to about 50. In the latter part of 1941 the war demand for 
steel became so heavy that the entire production of there-rollers was taken over for 
military purposes. T!Us abnormal demand encouraged the establishment of new 
mills and there arose as many as 150 re-rolling mills of all sorts and conditions. 

There were 4 types of steel U-rollers during the war, namely, Class A-1, A, B, 
and C Class. A-1 were the mills which were highly efficient mills producing specialised 
products ; Class A, less efficient ; class B still less efficient and class C least efficient. 
This classification was brought about during the period of the war in order to enable 
the Government to allocate the available raw material iamong these mills. B and 
C class re-rollers comprised the majority of the re-rolling mills and were about 90 
ir( number. Five of these have established electric furnaces and they can be regarded 
as secondary producers. At present there are only two classes of re-rollers, viz., 
regi.c;;tered and un-registered. 

In the year 1933 the conditions obtaining in the Re-rolling Industry was sub
jected to expert scrutiny and investigation by the Tariff Board who reported as 
follows:-

"The industry is very new and inexperienced and for the most part poorly 
equipped ........ we bell:eve t~at .as in Englan~ and elsewhere there 
is a place for these re-rolling mills m a well orgarused mdustry and that 
the growth of re-r.">llmg sectiol' of the industry capable of dealing with 
small orders even of steel products which may compete with the out
put of the main steel producing works will be a natural and desirable 
outcome of the present tendency". . 

The most serious problem confronting there-rolling industry is. the a~ute short
acre of raw materials. The stage has been reached when the re-rollmg mills collect· 
i;'ely must either put up their own steel making pla~t and be self sufficient ~n the 
matter of raw material supplies or they must enter mto wme agree.ment wit~ t~e 
main producers which may enable them to put up further steel makmg capacity ID 

their existing works exclusively for the re-rollers. 
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Before the war, tnis industty was protected· by Govemment by exempting fore~gn 

billets etc., from imp01t duty and by not subjectmg there-rolling industry workmg 
on scrap or purchased billets to the exCise duty which the mam sceel industry had to 
pay. These advantages to the industry should continue but something more has 
to be done to evolve order and rationalisatiOn at least for the C class re-rollers who 
are apt to multiply inconveniently. The Government control on this industry has 
to continue because then it would be possible to adnut some sort of rationalisation 
aiming a.t (1) zonal distribution of the industry to eradicate unfair local competitwn 
(2) standardisation of products to eliminate ineffiCient units (3) control of production 
to avoid overlapping and ove1 production and to render scope for specialisation in 
different lines of production and (4) distribution of billets procured fiom the main 
steel industry. 

Ancillary Industry : 

Refractories.-There are various industries ancillary to steel production which 
have developed since 1922. These are refractories like silica bricks, fire bricks, 
magnesite bricks etc., the estimated annual consumption of these is es follows:-

Fire Clay Bricks 95,000 tons 

Silica Bricks 25,000 tons 

Magnesite Bricks 4,000 tons 

Chrome Bricks 1,500 tons 

The industry has made great progress since 1939 and the present production ot 
refractories comes to about 190,000 tons per annum. 

Ferro-alloys.~In addition to these all steel manufacturers use some ferro alloys. 
The simplest ferro alloys are ferro silicon and ferro manganese. The manufacture 
of ferro silicon has been started at Mysore during the war and it is considered that 
they shall be meeting a substantial demand of the country. Ferro manganese is 
also manufactured at Jamshedpur. 

Associated lndustries:-Since 1922 some other industries which are associated 
with the Steel Industry have been developed in the country. These industries com
prise the manufacture of tinplate, bolts, nuts and rivets, steel castings, wire and wire 
products, wood and machine screws, expanded metal, wire mesh, wire gauge etc. 
These are all essential products in the industrial economy of the country. .Before 
the war (1939) India's requirements of 23,000 tons of bolts, nuts, and rivets were 
largely met from imports. Tinplate industry was started some 25 years ago and has 
now been definitely established. 

Tinplate Industry:-The establishment of the Tinplate Industry in India dates 
back to the year 1920 but the actual production of tinplate started in 1923. This 
industry came within the purview of the Tariff Board in 1924. The Tariff Board 
reported that the natural advantages which the industry for the manufacture of 
tin-plates were those which held good in the steel industry generally. The tin had to 
be imported but in this respect India was not worse off than the United Kingdom. 
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The progress of the Indian Tin-Plate Industry will be evidenced from the following 
figures of production : 

-----
Indian Imports Total Indian 

Year Production (tons) Consumption 
(tons) (tons) 

1929-30 . . . 35,081 31,087 66,768 

1930-31 . 37,868 17,229 55,097 

1931-32 . . . 38,306 7,584 45,890 

1932-33 . . . 38,967 7,003 45,970 

1933-34 . 45,270 7,240 52,510 

1934-35 49,934 5,583 55,517 

1935-36 . 51,839 6,488 58,327 

1936-37 . 52,643 1,352 53,995 

1937-38 . 53,431 7,441 60,872 

1938-39 . 46,761 14,013 60,774 . 

The progress of the industry since 1939 is indicated in the following table: 

Years 

1939 . 
1940 

1941 

1942 

1943 

1944 

1945 

1946 

Froducti(1n 
(tons) 

59,065 

61,787 

57,340 

58,335 

68,4:08 

73,512 

62,216_ 

58.250 
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Steel Castings:-The Steel Castings Industry was also started near about 1922 
and made rapid progress after 1935. This industry was examined by the Tariff 
Board in 1937 for protection and assistance. The economic position of the industry 
was summed up by the Tariff Board in the following words :-

"The industry at present works in a circle ; prices are fixed on the basis of 
present costs and costs cannot be reduced because prices are too high 
to secure orders sufficient to ensure an economic output". 

The main difficulty in the way of growth was dumping by Continental firms. 

The industry, however, developed as a result of the recommendations of the 
Tariff Board and the establishment of the Wagon building industry which was the 
second best consumer of steel castings the first being the railways themselves which 
ordered the wagons. During the war (1939-45) the industry witnessed a period of 
co:.npJ.rative prosperity. An additional demand for castings was created by the 
war-time purchases of the Government. In common with a number of other 
Indian Industries, the steel castings industry was also subjected to Government 
control when it became evident that some measure of priority rating was absolutely 
indispensable to secure the most desirable sequence of deliveries. Accordingly a 
panel representative of almost the entire industry was constit11ted with representatives 
from the four important steel castings producers who between themselves command 
more than 75 per cent capacity of the entire industry. 

The present potential capacity of the industry is about 13,000 tons of steel 
castings per annum. The bigger of the Indian foundries are laid out for mass pro
duction of railway castings such_ as axle boxe:,j, rubbing blocks, buffer plungers etc. 
Th3 industry today, however, suffers from_a serious drawback for want of sufficient 
machining capacity. 

Wire and Wire Nail lndustry:-India owes the wire and wire nail industry to 
the pioneering efforts of the Indian Steel & Wire Products Ltd., which was formed in 
1919. Actual operation commenced about 1923. The early history of this industry 
is full of vicissitudes and their progress during 1928-29 and 1932-33 will be evidenced 
from the following figures :-

Year Wire \Virenails 

1928-29 • 1,898 tons 1,031 tons 

1929-30 865 
" 1,090 

" 

1930-31 1,819 '• 1,554 , 

1931-32 2,116 
" 1,754 

" 

1~32-33 4,952 
" 3,678 , 
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This industry too came in for review by the Tariff Board in 1932 as a result of 
which protection was granted tot\~ i'liustry under the shelter of which the industry 
made rapid progress. The present proc!uction capacity of the industry is as under:-

Name of the article Productive capacity 

1. Bars & Wire Rods 
2. H. B. Annealed Wire 
3. Galvanised & Telegraph Wire 
4. Barbed Wire 
5. Wire Nails . 
6. Bolts, Nuts & Rivets 

(in tons per year) 

60,000 
43,000 

7,000 
6,000 
4,500 
1,000 

In addition to Indian Steel & Wire Products Ltd., there are other small manu~ 
facturers of wire nails in the country. 

Wood Screw lndustry.-Tbe \Vood Screw Industry has been developed in the 
country during the period of the last war. The industry came into being directly 
as a result of scarce conditions of supply created by the war. The present production 
of woorl screws in the country is roughly 400 to 500 tons per annum. The demand is 
2,000 tons per annum. The industry has been hard hit owing to partition and keen 
competition from abroad. 

Bolts, Nuts and Rivets.-This industry,has considerably developed during the 
last 20 years. The country imported roughly 23,700 tons of bolts, nuts ana rivets 
before the war. The production of. the industry at present is roughly 30,000 tons as 
against an annual demand of 50,000 tons. 

Expa.nded 1Jfetal.-The Expanded Metal Industry owes its origin and develop
ment to the World War II. The present production of expanded metal in the 
country is in the neighbourhood of 3000 tons, which is not only sufficiePt to meet the 
country's demand but can enable the country to export some quantity outside. 

Non-Ferrous Metal lndustry.-The Non-Fenous Metal Industries as they are at 
present carried on in lndh can be grouped as follows :-

Production of virgin metals from Indian ore deposits. This is primary pro-
duction. 

2. Reclamation of metals and alloys from scrap. That is secondary production. 
3. Processing of metals mto semi-manuf:;~octures, and 
4. Fabrieating and casting industry which makes finished products out of 

sheets, rods and bars etc. 

Non-ferrous industries il1. the country have developed only recently. The 
increa.sPd. war demana fot non-ferrous metals and for the manufactures thereof gave 
a strong fillip to thtir production in the country and tbis has had notable influence 
011. the minincr of ore and on the refining of scrap. Great impetus was also given to 
the manufact~•re of the various alloys required for conversion into sheets, pipes, tubes, 
etc., required in electrical, automobile, sbipbuilding, aircraft and other industries. 

Production of Virgin Jfetals.-At present India produces aluminium, copper, 
antimony and bad among metals. The production of copper is about 6000 tons, 
antimony 250 tous, lead 100 per annum. 

Aluminium.-The present productive capacity of aluminium industry in India 
may be taken at 3500 tons per annum for each of the two factories in the country. 
This will meet the entire demand for aluminium in trie country. 

18M. of Com. 



The Aluminitim Corr.c.ratkn ofTr,diu. n:an"Lfr<tu<> JLdt.l frvm ~drmira rroduced. 
from Indian bauxite and turn thE>m into bars, 8hcets, and circles. The Indian 
Aluminium Co., Ltd., me Loth indigenous and imported alumina. They manufac
ture ingot,_ sheets and circles etc. 

The greatest danger to the Indian indu8try is the enormous increase in the 
production of aluminium during the war pedod in countnes like Canad::~, Japan and 
the U. S. A. To give an idea of the encrmous increc:.se it may be l:ltatcd that accord-· 
ing to. the Canadian l\hmstf'I of Munition~ during the wa.r, Mr. Howe, the production. 
in Canada was as fellows :- · 

1939 
1942 
1943 

83,000 short tons 
3,35,000 
5,03,000 

" , " , 
There are three important industries COIUJ.c<:ted with aluminium: 

(1) The productwn of .Metal from banxxte. 

(2) Fabrication of the metal into bars, sheets and castings. 

(3) Manufacture of consumer goods. 

Aluminium industry has become very important because of increasing use that. 
;:made of aluminium in the automobiles, airCJaft, chemical and other industries. 

Besides owing to its lightness and compantive cheapness, aluminium is requued in 
many other industdes like chemical, metallurgical etc. Tbe \Va1 of 1939 has shown 
the great importance of aluminium which wrs used in the manufacture of auxiliary 
parts of electricaJ transformers, field telephone parts, scientific instruments, alu
minium cables & conductors etc., etc. For active industrialisation of the country 

·the aluminium industry must be protected in order thr•t it gets established in the 
country. 

Gopper.-India has only one copper smelter belonging to the Indian Copper 
Corpmation Ltd., in the province of Bihar. The first refined copper in India was 
produced in 1929. It produces about 6,000 tons of coppt-r by tre<ttmg about 350,000 
tons of ore. In addition to Yirgin mtt<cl they manuf<tcturt' brass aml. c-opper f'heet 
and strip etc. -

.Antimony.-One of the important developments dming the war was the begin
ning of manufacture of antimony in the country. There is on]y one smelter situated 
at Bombay which now uses imported antimony ore from Brazil after the part1tion 
of the country as their original supply used to come from Chitral m theN. W. F. P. 
The present production is about 250 tons per annum. The industry was examined 
by, the Tariff Board for protection am.l assisbnce and enjoys protection as accepted 
by the Government. · 

Lead.-The presl·nt productiOn of lead is about 100 tons a year which is rather 
insignificant ?S compared to the demand which comes to about 8,000 tons of lead 
both "Tought and lUl."Tought. The demand for lead sheets is likdy to "0 up on 
account of development of electrical industries. Lead sheets, accumulat~r p1'l.tes 
and lead pipes are all manufactured in the country. 

Tin.-Tin industry.is an important branch ofthe non-fe~rous meb'l industries 
because of its extensive use. It is used in the manufacture of anti-friction rudal 
and solLler. It is abo used for the condenser manuf<tcture in the electrical industry. 
During the war an attempt was made to rdine i.Jp.ported tin from Burma but the 
indu~try wa" lost owing to absence of imports when Tiurnw. became an active theatre 
of war. 

.Miscellaneous Virgin .Metal Non-Fcnoas industries.-Under the miscelbneous 
· f,'l'OUp f<~ll such industries as niekel, magnesium, manga1wso, b ... ryllium, arsenic. 
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barium, titanium, chromium etc. The following table will indic;•te at r.. glance .. 
India's production ofthPse metals and their consumption:-

Name of the 
metal 

India's demand Inui<•.'s production 

--------1-------------1-----~--------· 

Nickel 

Magnesium 

Manganese • 

Beryllium . 

Arsenic 

BMium 

Titanium 

Chromium • 

3,000 tons per annum 

Exact tonnage i 1 not 
known but India·: con
sumption is very little. 

Exact tonnage is not 
known. 

Very little 

.About ~00 tons 

Exact 'tonnage is not 
known but it IS exten
sively used in the paint, 
ceramic and glass indus
tries. 

Not exactly known 

About 15,000 tons 

Nil 
Some 2,000 tons 1;er year of Nicktt 

Silver is also imported into India. 

About 43,000 tons of Magnesite 
W<IS mined in lnclh in 1939. The-
whole of it is exported. . 

Only a small fragment of the quan
tity mined wns uptil recently 
smelted fm the production or 
ferro m».ng<>.n< se. Some 20,000 
tons of ft·no manganese is being 
mP .. nuf1dured annually. Over 
9ii% of l\Ir .. ng.".nf'<:;e is cxporte<~
India is one of the two prineipat 
producers of hi~h grP .. rl.e MPnga •. 
ncsc· i.n. tlw \Yorld. 

Rttjput<J.na I>roduces exct·~knt Be~yl 
for cxp01t. BPtween 1932-35 it 
exported l>etw~cn 100 to :100 ~vll::> 
amnnlly. 

Beft're the \\':.r Arsenic compounds 
wPre extract eel. in Chitral. Exact 
tonnage is not known, hut thcr,:>, 
ere enough depo:;its to sta~ an 
industry to meet the Indian C.e
nvml. Loth r,s metal and as com
pound. 

In 1941 the tc.tel In.di,:u protl.uction 
of Barytcs, the cLief ore of Br,ri
Ulll was 22,250 tons which was 
chiefly nscrl in the Pr..int Indus
try. 

The B.LUxitc tkpu:;its now worked 
fur Alumin.ium Manufacture con
t<tin 2 prrceiable qu:~ntities o{ 
Titanium which can be recovered 
as a bye-product. Xo commer
cial production is at present 
un.Jertaken. 

During war year:; the production 
wall about 50,000 tons but it. 
can he ckwlopP<l fmtlwr. 



N<1,me of the 
metal 

Tungsten 

14 

Ih·:::_:a's demand 

The present cr.,•.'iumption 
of tungsten is not much 
but with the future ex
pansion of the steel in
dustry it is likely to be 
considerable. 

India's production 

Production not undertaken at rre
sent. Wolfram which is the 
chief ore of Tungsten is founu in 
workable amounts in Rajputana 
and C. P. but no Pstimates of 
the res.:·:··ves have so far been 
made. 

Nonferrous refining ind1;,"t:-ies.-Refining of non-ferrous metal scrap is an im
portant industry. In countries wh~re there is a paucity of virgin metal every effort 
ha.s to Le nmue to refine the SCI:wp. During the ·;;;J.r this industry has developed 
considf'rahly. 

Non-ferrous JJ[etal .llfanufacture.----During the war India has made great strides 
in the processing ofnon-fcrrous metal alloys anJ could have made still better progress 
had it been possible to import modern plant Y.ith trained personntl. The greatest 
developmmt ha.s been in the p10duct10n of whe, strip and rod, a field which has 
hardly been touched befme the wa1 of 1939. The country is now manufacturing g,Jl 
types of non-ferrous metal products like brass and copper whe, sheet and strip, rods 
and bars, lead pipes and lead shePts, be:.ring metals, gun metals, phcsphor bronze, 
brasf and copfkr sheets etc. 

The non-ferrous metCil industry in Indi:> js in its inf<tn<'Y Pnd this country has a 
long way to go 1f slle is to take her proper plrce among the non-ferrous procJucers 
of the world. Specially, in new of her paucity of raw m::1.t~rials, actlve steps arP 
calied for. If India uses her opportui'lties "ell ~nd gets astrkle Ir time not orlv 
will Ehe be able tc snoulv n<>\' own ·expanding markets but may rho capture a. portioi1 
of the er,~teru maikets. 

JJiachine Tcols.-Mtchme Tools is one of the mo~t importvnt industries which 
has develor.ed dur{vg the wtr. Befme the war there was no regular machine tool 
industry ir India, Just b:-fo ·e the war, the great majority ofthe machine tools were 
importPd. But during the war· considerable development took place in this :field. 

T t.e mac hin ~ tools manuf::1 dUit:d in lndh com m·ise, among ot bers, l ~thes, drill rug 
· machines, planing machines, shaping machines, moulding machines, g1inding and 

polishing equipments, shearing machines. The production of machine tools during 
the htst year came to about 1691. _There a~e about a dozen first-cl~ss manufacturing 
firms in the country and the machine tool mdustry has now definitely come to stay 
in the country. 

The industry was exr.mincd by the Tariff Board in 1946 but the working of the 
recommc-ndr,ti.t ns of the Tariff Board has been such that the industry has not been 
able to get any rPliPf. The importance ofthe machine tool industry to the national 
£ conomy of the countrv is very great. In a country like India where mdustrialisation 
has just legvn a flouri;hing ~achine tool industry would b? B: powerful factor in the 
estaLli:-l1ment of new ll:dustnes and the development of existmg ones. ThP madilne 
tool industry cannot we1l exist anywhere but in a large industrial country and we feel 
that the rlrns of industri<.l development for future India will provic1.P thP machine 
tool industry With a grev,t opportunity. "Just ~s cott?n _is tf.le first inuustry to be 
set up when an arrricultuml country embarks on mdustr~a.hsatwn so the manufacture 
of machinery will be the last _but one. and ma~hine ~ool~ last of all". It is e:rtremely 
"lecessary that a. strong machine tool mdustry 1s mamtamed as a. part of pubhc policy. 
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SmaU !oo{.g.-Under small tools are included (1) hand tools such as pick axes 

shovels, chi_sels, screw drivers and (2) metal cutting tools like twist drills and (3) 
wood working tools. Before the war the small tool industry was not very much 
developed. The indigenous production could meet only 10 per cent of India's 
total demand, the remaining 90 per cent being imported from abroad. 

During the war the industry got a strong fillip. In war time the production 
of small tools had been increased considerably as would be evidenced from the 
following figures of average annual production :-

Hammers. 
Pliars 
Chisels 
Scre\t' drivers 
Drills 

5 lakhs 
3 lakhs 
3 lakhs 
3 lakhs 
4 lakhs 

The small tools industry operating in India 'Produces a large variety of small 
tools and there are several factories big and small~ the industry. The tools manu
factured by the industry have now reached a high-degree of precision and the in
dustry is adequately financed and manned by suitable technical personnel. 

.Mechanical Engineering lndustry.-Mechanical Engineering is that branch of 
the Engineeiing Industry which concerns with the shaping, processing and treating 
of metals. In India the industry first started with the repairing of machines, 
their parts and other appliances. Thus in the first stage this industry was engaged 
in repairs etc. The second stage in the development of mechanical engineering en
visaged making of parts of machines, and in the third stage the development of 
mechanical engineering witnessed the manufacture of iadustrial plant and machinery, 
prime-mover'! and other types of machines. 

Indu.~trial Plant and ..Machine~.-This industry has made a headway only re
cently. The range of manufacture of industrial plant and machinery is so varied that 
it is not po:-~sible for us to indicate all the items. The Association, therefore, make 
only a passing reference to these industries in order to indicate the development 
that has already taken place since 1924. 

Textile JJ!nchinery.-The manufacture of textile machinery in India was started 
- aft('r 1!130. The country now manufaetures in the field of spinning machinery, spin

ning rings, ring frames, flutted rollers ancl a large number of spares. In the field of 
weaving machinery the country manufactures looms and all the necessary parts. 
The industry is quite self sufficient in regard to the manufacture of finishing machinery 
like dyeing, bleaching, etc. One of the long-felt difficulties of the textile industry 
has been that it has had to depend on foreign countries for the fabrication of textile 
machinery and parts with the result that in times of crisis like war its efficient 
working and rxpansion are seriously hindered. The establishment of the textile 
machinery industry, therefore, fills an important gap in the industrial economy of the 
country. 

Sugar JJ!ill Machinery.-After the textile machinery, sugar machinery ranges 
first in the list of India's requirements for industrial plant and machinery. The 
manufacture of stwar machinery on any large scale has recently begun in the country 
and there iA a ]ar~e number of factories doing casting work for sugar machinery 
and others which manufacture sugar machinery parts. Regarding the ability of 
the Indian Enaineerina industries to manufacture sugar machinery the Sugar Panel 
appointed by the Gov~rnmcnt of India. in their report observed as follows:-

"Detailed enquiries have been made by the Institute to ascertain the possi
bilities for the fabrication of sugar Llachinery by engineering firms in 
Tnrlia. It ha>~ bern fonnrl that there al- several such firms possessing 
equipment suitable for this type of work who would presumably gladly 
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take it up now that the pressure of work in connection with the war is 
relucerl. The :Panel accordingly recommends that a Central Expert 
Organi<.;ation at".:~hed possibly to the office of the Su(J'ar Controller or 
the Imperial Institute of Sugar Technology, Cawnpo~e, should be set 
up for a'lcertaining require •• :ents; or classi~ying and consolid:1ting them ; 
for tho programming of their supply; for tne preparation of supply of 
flesign ; anfl for organising contacts between ·factory owners and engi
neering workshops~'. 

V(ueta~le Gltee Plant.-The manufacture of YC':rctalJle ghee pla,nts in _India is 
carried on in its entirety. The industry hn,s alrPady supplier} complete phnts in
cluding post an<l pre- refineries and hydrogenation to a number of firms manufacturing 
vegetable ghee. The foundry, machine shop, and structural shops are well equipped 
for the fabrication of these plants. The Indian industry i'l able to guarantee earlier 
deliveries, efficient working, and service facilities. 

Fine Che1nical Plants and .lJiachinery.-The manufacture of parts of chemical 
plants has been carried on in India for some time past. Rotary driers stills, acid 
pots, CYaporators etc., have been manufactured in the country. Similarly, water 
softening plants, filters and a large number of others are being manufactured in the 
{)Ountry. If the proper materials could be locally produced, many of the stan-
dard equipments can very easily be made in the country. · 

Soap and Ccs9ndic .lJiachirury.-The Indian Engineering Industries are also 
manufaeturing n~:>chinery for soap and cosmetics industry. l\Iachineries like soap 
plodding machines, soap kettles, caustic soda tank, soap calling frames are all being 
manufactured in the country . 

..~.lJisallanEcu.s group.-There is no planned production of machinery required 
by cement, paper, paint, rubber factories etc. The Engineering firms in the country 
have, howe\'er, in the past manufactured machinery partq according to the require
ments of individual parties and these industries may now be regarded as having 
lH:gun regularly though in a small way. 

Diael Oil Engims.-The pioneering efforts in the field of diesel oil en!!ines have 
been ma<le by ~I,'s. Cooper Engineering Ltd., Satara, which was started in 1HJ2. 
In 1!)32 the manufacture of internal combustion enginea was introtluced with a 
range of solid injection type diesel oil engines in sizes from 7 B.H.P. to 20 B.H.P. 
During the war the manufacture of these engines harl to be ste1:1ped up. Their range 
of industrial engines now includes cylintler, horizontal, cold starting, solid injee;tiou 
4 cycle types from 4 B.H.P. onwards : twin cylinder type from 100 to 200 B.ll.P. 
and 4 cylinrler type from 200 to 256 B.H.P. together with the recently introduced 
design of 10 B.H.P. high speed engine operating at 1,000 R.P.:JI. l\I's Kirloskar 
Brothers Ltd. another firm of pioneering engineers has established a factory at Poona. 
for the manufacture of diesel oil engines. Their programme of manufacture includes 
from 5 B.H.P. to 300 B.H.P. to start with. They haYe already started manu
facture since last year. 

Road Jlaking ?r.achinEt!J -The chief items under road making mechinery are 
Bitumen boilers and mixer.,;. These items are being manufactured in the country 
for some time past and the present production comes to about 1,000 pieces per 
yer,r. The present production capacity of asphalt mixers and concrete mixers comes 
to about 60 pieces per annum. 

Read Roll£rs.-1'ht=: manufacture of diesel engine road rollers has also now been 
started in the country. The Government of India have a contract with l\I.'s. l\far. 
shalls of Gainsborough, Eng!and for the manufacture of 1,000 road rollers. Tata. 
Locomotive and Engineering Co., Ltd., are the sub-contractors of Mfs. Marshalls and 
they are at present making in co-ordination with Mfs. Marshalls 20 road rollers a 
month. Mfs. ,Jessop & Co., Calcutta are also manufacturing road rollers for the 
Government. 
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.71/anufacturP- of Boilers and Locomotives.-A subsidiary of the TatRo Iron & Stee 1 
Co., the Ta.ta wco?lotive and En.~inecrin~ Co., Ltd., ha.ve SUCJcssfully started the 
manufacture ~f boilers for locomotive after overcoming the initial difficulties. 
Thf'y are. making now 4 to 5 boilers per month. This com_p:tny's progrd.mme is to 
make ultimately 100 locomotives per year and 100 additional boilers, whereas Gov. 
ernment locomotive Factory at 1\Iihij,tm now un.d0r con'!t.rnetion will make 120 
1oeomotivPR and 50 arlditimta' 1Jo.~::>rs per year. -

Weighing },fachines and Jacks.-The manufacture of wPi<ThinO' ma.chines in 
I d

. 0 0 

n m was start<'d much before tho war and two of the import.a.nt tm.its that were 
engaged in this line of manufacture are the Star Iron 'Works, Lilooah, ·and the India 
~l:whin.cry Company Ltd., Calcutta. The growth and development of sugar 
tndn,;try and bter on, the war of 1939 gave a strong fillip to the industry and the 
producth-e eap<J.city of tho firms expanded grcr.tly. The in.creas0d pr.:xiuction was 
achieved by the old firms due to their I:,"''e:ttcr con.ct'ntration on this item. 

There is a vast field for tho weighing machine industry in India in the manu
fact me of new types. 

In addition. to weighing machines, jacks are also manufactured. In. 194:3 India. 
produced some 15,000 j<Lcks but there exists a capacity for over 75,000 units per 
annum. 

W atl'.r fittings.-Bcforc the Wdor there WJ.'! n'l orgJ.n,ised production. of WJ.ter 
fittiil~S of stand trdiscd d0signs. India had to depend largely upon imports for her 
requir0mmlts. But during the W.1r the manufacture of these ar~icles w.ts en.coura.ged 
by the GoverrunPJlt by pbcing large orders with them and supplying raw m·tterials 
..a.t controlled rates. 

The r<~ow ma.teria.ls required for th~ manufacture of water fittings are: bra.ss, 
(!Oppor, gw\ metal irlguts, scrJ.p and zinc. Tho bra.ss ai\d gun-metal ingots form the 
basic raw mttcri<tl. These are melted in sm·tll crucible furnaces and the JU')lten 
parts are then tre.1ted on hthe.s 1)Jld various oth0r operJ.tions of 3cre;vir\g, threading 
and cntting lL!\d ,grio.ding etc., are tnrformed. Then the pJ.rts are fitted, chilled 
and buff polished. 

Tho industry has made considerable progress during the WJ.r yea.ra. The 
Indian production of wa.ter fittings like bib cocks, glob valve etc., are produced in 
sufficient. quant.itit•s and good quality. 

Centrifugal and Hand Pump.<J.-The it\dus~ry existed in ln.~ia before the war, 
the four important firms engaged in the m1.nuf<1cture of centrifug,tl and ha.nd pum?s 
being Mfs. Kirlosk:tr Brothers Ltd., Kirloskarvadi, Mfs. Jtoyi Ltd., BJ.rod,-.., Mfs. 
P. S. G. & Sons, Cc:>imbatore and 1rhya. Etlgineering Works, C.1lcutta. As a result 
.of the impetus given by the war severa.l other small firms came into the field to meet 
the civilian dem-..nd bJca.use the m'l.nufacture of the:::e old eJtJ.blished firms went 
to meet the dcm:1.nd of the Government. During the war the production of Cen
trifugal pumps received a set-back on account of non-availability of ball and roller 
be'l.rings but it has now g<~.ined momentum ag<~.in because the w<~.r time difficulties 
do not exist. 

Han,d operated pumps are also manufactured in India by a large number of 
firms. In the case of liand pumps India's production is quite sufficient to meet the 
demand. 

Electrical Engineering Industries.-The development of electric power is a great 
desidcr.ttum for the development of all modern industries. It is a chief motive 
power for indu,;tries. In addition, electricity is essential for uising the standard 
of living of the people. The development of electricity meets the shortage of .coal 
and oil fuels. The electricity will also br :equired for transpo~t purpo~es, spema:lly 
for the electrification ofr..t.ilways, in order ::..:J conserve metallurg1~a~ quality o~ coking 
ooa.l and in the extended use of trJ.m cars, con::~umption of electriCity would mcrease 
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greatly. The use of electricity in lighting and air conditioning is daily increasing· 
India possesses vast natura] resources for generation of Hydro-Electric Power. 
The potential reserves are estimated at about 27 million Kilowatts of which about 
half a million Kilowatts only have been usc>d so far. 

With the greater consumption of electricity, the uevelorment of electrical 
engineering industries had taken place before the war of 1939. The~e important 
electrical industries, n<!.mely, electric wires 2-nd cables, electric fans and electric 
lamps had got definitf'ly establif'hed. The manuff.dure of electriC' motors, transfor
mers etc., had begun on a small scale before the war of 1939. The war of 1939 
presented a tremendous opportunity to the development of the exi&ting electri
cal industries. The industries that greatly expanded their production were electric 
fans, lamps, motors, wires and cables and secondary batteries, dry batteries and 
cells distribution transformers and electric lighting accessories. Since the Fiscal Com
mission reported in 1922, all the electrical industries have developed in the country 
beyond measure. It is significant to note that inspite of the adverse circ1)mstances 
obtaining in the country, electrical engineering industries wue the few of those which 
did not at all approach for protection. 

Electric Fans.-Electric Fan industry in India was started in 1924 by the India 
Electric Works Ltd., which for a considerable time remained the only manufacturer 
of Electric Fans in this country. The success achieved by this pioneering ComFany 
attracted other firms to come into the fidd and before the we.r <'f 1939 half a dczPn 
factories had been established. The pre-war production of electriC' f~:ns d Im~ia. 
came to about 30,000 ceiling fans and 5,000 table fans, the taule fans being manu
factured by India Electiic Works Ltd., alone. 

'When the war broke out, electric fo.ns were in great demand and the prcduction 
of electric fo.ns inucr.~td greatly as would be eviG.enud from the folk wing fieures :-

Year Ceiling fans Table fans 
1940 38,000 6,800 
1941 47,800 9,600 
1942 38,400 ll,OOO 
1943 41,200 10,000 
1944 1,05,000 30,000 

It is estimated that India's present production is about 180,(,(0 per anu11m 
with the production capacity at 300,000. The country is.self-srffi< iu.t in tlis rro
duct and if more raw material is available, it is exp-cted thd tie ir.du try c c.n !H .. >e 
an exportable surplus. 

Electric Lamps.-'Il.e manufacture of incr,ule~>C£·nt dHtrie lf mrs Wr>' i-tartr-d 
in India in about 1929. Before the war India was consuming about 14 millkns of 
bulbs of which about 11 millions were imported. 

The war ga>e a tremendous fillip to this industry as well and the production 
during the war years w:ts of the following order :-

1942 
1943 
1944: 

• • • 
3! millions 

• 3! .. 
5 

" 
At present there are 12 lamp factories in India and their total production 

capacity comes to auout 15 million.s of bulbs per aiUlum. By 1930 the capacity 
is to be greatly increased. The production of electric lfmps in H.l-!7 was 7 · 62 
millions and in 1948, 9 ·13 millions. By 1949 the industry hores to ha Ye an export
able surplus. 

Electric Motors.-Electric :Motor Industry in. In.dia wr,s abu dtYeltJj:Cd after 
the appoin.tment of the }Jl'eYious Fiscu.l Corumi~sion. Tl.e p·esent rroductit)n 
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capacity is about :!0 thousand motors per axu1um. The Kirlol'kar Electric Co., 
Ltd., Ba.ngalore which was started a couple of years ago has plans to manufacture mo
tors up to 3110 H.P. Tl:e power is tLe life l•lcod of mo,l•.rn industries end es ~uch the 
dc>Plopmen.t of electric motor industry has a great national importance. 

El{ctric Wins and Cables.-Befue the war of :939 there was ody one concern 
in ~dia. nan:ely Indian Cable Company, a. British concern in origin. But its pro
dueucn was small and major portion of India's dt'mand for wires and cables was 
md l•y imrnrts. V!lH'n thf' w::r lrtokc cd, tl:e import fdl off and the Gonrn
llll'nt of L1dia. was faccd with tL.e problem of enhancing the local}->rodudion. As a. 
rl',.,ult anotlwr important unit was establi::<hcd under the name and style of 
N>tion·tl Insnlatf'd Cable C(t., C'f India Ltd., who esta.Llishrcl. ~~ factory ir\ C.r. and 
la.ter Oil remoYed it to Calcutt:~. 

Tin> Inilian c •• LIP Indn~try at prPsent i;: manufactPriilg hare copper wire, 
cotton l'O\'PrNl "irP, cn:mwlletl wire, ::ncl. Y.I.R. c: hie~. 'ItP mannfrcture of caPles 
and wirt>s in HHs w:'.S as follows:-

Barc coppPt· ('Ontluctors 

Y.I.n. Cahh•s 

5;sso tons 

:!2' .million yds. 

lnd.iJ. It:•;;: l',nw l:cgun t<l manufa.l'turc winding wires as wdl on a Hur..ll :scale, 
tht> pruductiuil of which in 1948 was 330 tons. 

El~ctric Liyltti,,g Accessories.-Accessories for electric lightinl'! include tumbler 
switches, ceiling roscil, plugs, wall sockets, cutouts, lamp holdl'rs etc. The industry 
ha.~ bccn started after the Fiscal Commission reported in 19::?2. During the war, 
the den·lopment of the industry was held in abeyance on account of non-availability 
of bakelite powdcr, but however, the industry made a gre.at headway on account of' 
the hclp rendcred by the Government. The present production of the industry is in 
the nPighbourhood of 300,000 dozens of all types of electrical aceessorics. The 
industry has bem recently Pxamine.d by the pre!'Pnt Tariff Board for protection 
and assistance. 

Conduit Pipes.-Conrluit pipes are pipes made of steel which are used for 
co,·ering eluctric wires. 

They are of two cla.sses (1) solid drawn and (2) welded. Both of these types 
may be either galvanised or black enamelled. 

Ddvre the war Conduit Pipe,; wt>re nut manufactured in the country. The 
industry was start('(l during the war. The industry is mostly in the hands of small 
manufacturers as the indu!:otry is a simp!~ om·. 

Black Ad!tesire Tap£s.-Blaek Adhesi,·e Tapes are used for electric insulation. 
This in,Jnstry was also starter! during the war. The total production at presPnt is 
about 5 tons per annum. 

Distribution Transformers.-Distributiou transformers of standard and indus
trial types up to 500 i\V A capacity and up to 11,000 volts capacity on the H.T. 
side wPre first manufactured in 19:l6 hy the GovE'rnment Electric Factory, Bangalore. 
During the war, the ir1dustrv Pxpanded and two more companics namely the Asso
ciatcd' Electric Industries (India) Ltd., Calcutta and Crompton rarkinson (Works) 
Ltd., Bombay also entered the field. The inl:'~<tll~d capacity is 175,000 KV A. and 
l!:lH and 1948 production figures ar<' :?:J,OOI) ~-'A and S:?,OOOKVA respectm·ly. 
In terms of quantity the production during the war years was as follows :-

19!2 200 
19!3 600 

1944 • 1,300 

The pre-war figure was only 60. 
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Dry Batteries and Cells.-The manufacture of dry batteries and cells was started 
before the war of Hl39, but imports on a large scale principally from the U.S.A. 
were also coming in. The Estrella Batteries, Bombay and National Carbon Co., 
Ltd., Calcutta, are the principal manufacturers of dry batteries and cells. War gave 
a great imp<'tu'! to this inrlnstry whirh n0w comprises dry batteries for aircraft 
-wireless equipment, field tde.(lhones and testing apparatus, etc. The number 
of batteries manufacturer} in 1948 came to 123,830,055: 

SPconrlary Batten'e8.-Secondary batteries which are otherwise known as elCJc
tric accumulators are mostly used by the motor car industry. The ,two important 
Companies before the war WPre Amco Ltd., Bombay and Estrella Batteries, Bombay. 
Now there are many other firms en~aged in tlte production of motor car batteries. 
There are two types ofthese batteries namely (1) lead acid type with plates and lead 
dilute sulphuric type as electrolite and (2) Alkaline type with composition of iron 
and Potar;sium Hydrate as electrolite. The production of motor car batteries in 
'1!)48 was 100,000 in number, the demand being about 250,000 in number. 

Broadcasting Receivers.-There are a large number of small factories manufac
turing broadcasting receivers in the country. The National Radio and Eni!ineering 
Co. of Bombay is the only large manufacturer of necessary components. This firm 
has already been carrying on the manufacture of a variety of components on a pilot 
-scale and has a small chemical laboratory to help processing of raw materials. It 
is understood that the National Radio Engineering Co .. Bombay and R.C. Co., Ltd., 
London have entered into an agreement for further d:Telopment and Radio manu
facture and distribution in India. The l\Iysore Statr, it is understood is planning 
to set up a radio factory in collaboration with a wc·ll-known Continental Radio 
Manufacturer. 

Ball Bearing.-A factory for the manufacture of b<tll bearings and steel balls is 
'being set up at Jaipur by Messrs. National Bearing Co., Ltd. This factory is 
expected to begin production in another two months' time. Ball bearings are 
required for a large variety of mechanical appliances l' nd the establishment of this 
industry on proper lines should be regarded as a great natio!?-al asset. 

Structural Engineering.--Structural Engineering is one of the most important 
branches of engineering industries. It is a specialised industry and requires a 
large workshop and mechani<"al equipment on a large seale. The work carried on 
is mostly of the jobbing nature which implies that the same machinery can be utilised 
for manufacturing a large number of structures of widely different varieties. In 

·normal times India produces the following categories of structural:-
(1) Aeroplane Hangars of various designs and construction 
(2) Jetties 
(3) Press steel tubs, cisterns etc. 
(4) Building Steel Work 
(5) Railway Bridges 
(6) Steel Frame Structures for building, workshops etc. 
(7) Floating docks etc. 

The industry is highly concentrated in and around Calcutta and in the Provinces 
·<Jf Bihar and Bombay. 

During the ·war, the industry manufactured floating docks which was one 
. <Jf the important achievements of the industry. Before the war India's capacity for 
structural engineering, was not utilised in full but the war time demand gave strong 
fillip to the industry and the capacity may now be estimated at anything between 
one lakh and one and half lakh tons per year. 

Shipping and Ship Building Industry.-The dead weight tonnage of present 
Indian merchant marine is about 5,50,000 tons. Progress has been made but at a. 
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hea~'.V cost .. L:tst year the Scindia Stearn ~a\'igation Company called for new 
~U]Htal and It3 sh:uehollers contributed R~. 7,:~0.0')') for the development of this 
mdu.-;try. It further issued R->. ,) erores worth of dc'bentures to finance its fonmrd 
looking poli?Y· It_ h·1s tnro overseas services .. Six ships are rnn on Imlia.rAmerica 
ro_ute and eight ships are run on Inclia/U.K. Sen·ice. Scindia is also co-operating 
wrth ihe Go,·ernment of India in the formation of Indian Eastern Overseas Shipping 
C?rporat~on ~·hich,.will have a capital of Rs. 10 crores in financin<J'Jwhich Government 
wrllyro,~vle ·~1% of the capital and Scindia 49%. This first of the proposed three 
scn_11-~1at tonah,.;e<l corpuration.~ will operate in the X car East, Far East and Australia. 
Thi~ B the fir;-;t important step taken by Go,·ernrnent since the publication of the 
P~lr~y Cumnuttce's report on Indian Shipping in 19-!7. The present target is 2 
millto• tom of merchant shipping for India ir1,. the next fiye to seven years. As 
reg.~rds sh~p l~uilcling, the target i:-; 130,000 tuns annually fur the next five years. 
Bestclc~s ~<'mrlw, the Indian Stcam:-;hip Co., Ltd., of Calcutta ha.s also started over
seas fL'fVICC. 

So n'3 o: t'u pr<:Bnt fliflb·1\t.;'3i of Iniia.'l Shipping are ginn below. 

. ,y,~ h:t•·e ch'3\\'h~~a d'3·tlt with the a::lver.n eff'oct; of partition on our shipping 
m<lu~try, the unequal tre1.tment of our ships at Karachi and Ch.ittagong, the con
gc:;tion of th,~ Rom hay p0rt owin~ t'J cliversio'l of c.irgo for Upper In:lia traffic pre
vio·Biv shippd to Karachi rc1l ro:.tt:d t!t:-.ngh the N.,V.R. Pakisbn's tonna~e of 
ship pi 1:5 is 83,0.)) tn:; of whic!1 -!G,011 tons are owne:l and the 'rest chartered. 

The cli:-;turbed conditions in Burma have shrunk the imiJort and export business 
of In·li.t with that country. For instance previously India was importing 18 lakh 
tons of rice per year from Burma; this is now reduced to 2! lakh tons. 

Tlwre is so mueh conge:;tion at the Bombay p:->rt and the idle time spent at 
th<tl port before getting a lJcrth for loading or unloading has so much increased, 
that >ume steamer lines have cea~Nl t-:mching at Bombay, becau<>e the cost of each 
'idle day spent at port for an 8,000,tonner is about £500. Owing to the inordinate 
delays in getting a berth at the Cbidagung lmrbour, both Scin<lia's and Indian Steam
ship Coy's steamers have ceased to call at Chittagong. Previously tne average 
number of clays spent in a port in a year were 168 and those at sea 197 ; now it is the 
reverse COITl'spuniling figures being 219 and 146 with great loss to the steamship 
companies. 

S:-:n.•n;;hip GJm:nn,i0:-!' bu~inr .. ss with Ktrtdti h,ts declined. For instance 
Sdnclia. diu bu>inc:;s with Kmwhi :tl\u Parn')U fL·dght of Rs. 20,39,000 from July 
to DJcember, 10-!7 wher0<.>'> the busitw,;s frvlll JanMry to Jun.e 1948 was only worth 
about Rs. 8,21,000. 

Se:um·n's wages have gone up five times the pr.::wJ.r wtJ.ge. There ~s a. gr~a.t 
· de<trth of dock officers and engineers to man new ships. Government 1s looking 
into this question. The present congostion in the Ctlcutta. port is due partly t? the 
insufficiency of river pilots. During the war there were, it is reported, 42 p1lots; 
now the number is reduced to about 25. It takes 2! years, to train new pilots. 

It is not possible to fin<~.nce the replacement of old ships with new from the 
depr0ci:1tion fund~ n.s the new ship::; cost thre.e to four times the origin~~ol value where
as th•l d,.,pr,~ci-ttivn ftmd ln" ht".~n hmlt un on th~ b.l.3is of original value an,d not 
ropla·3em':ln,t value. In. other w0rd' whe~ Government is allowing dP.praciation 
allowJ.nce on the b:.t'lis of origin:1l value of ships and taxes the rest of the revenue, 
it is taxing pMdy capital and ll<Jt revenue. 

s~india h:LS completed JJ.L1 Usln, an 8,000 tunuer in. the Comp,l.ny'l} yard at 
·vizagap:thl.m, JJ.bprabha has been launched and Jala.-Pra.k.tsh is u~lu"r comtruc
tion. Jah-U,;lm cost 68 bkhs of rupees nearly double the amount of a British 
ship of the same type an.d tonnag~"'. It W<tS a pioneer venture. There were a. 
number of difficulties to be overcome practically everything exoept ship plates and 
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a. few sted sections bad to be imported; labour which had to be trained fot this new 
industry went on 3 months' illegal strike and usual del~1ys in recPipt of foreign 
material dela,rcd the completion of tho ~hips much lk·yond cxpectdion,. \\lien 
these unfavourable factors are taken into consideration, the heavy cost i:,; not 
surprising since it is calcula.ted thr,t to construct this type of 8,000 tonne1 would 
have cost over RR. 96 lakhs in Italy, over Rs. 73 lakhs in Canada. and over Rs. 69 
la.khs in Australiv.. In other words 1f we have to have a 'modern merchant marine 
for purposes of tmde and defence, we must pay the cost, h~'>l.VY as it may Le 
since it appears that neither our merchant marine ::;hipping n .. · Jur ship building 
in the present circumstances can subsist without subsidy from th~ State. A~f\in 
the old question. :.tri::;cs. Where is the mon,Py to COEle from 1 Unless huth workers 
and employers venture forth an,d ~·ork hard to produce n,ew we'1lth ·to. support 
na.tion building activities of the State we should rcm8.in, content to be a fourth rate 
State at the mercy of any ag~:,rressor nation. 

One of the reasons that moves the Government of India to help in thr dPn·lov
ment of Indian shipping is tho saving of dollar exchange by bringing food from hard 
curren.cy countries in. Indian bottoms. It is mld•orstood that in 1946 the total fn·ig~t 
charges paid on food grains into India amounted to Rs. li crores. Out of this 
about Rs. 4: crores were pl>,id on. dollar ships; also from April!, to August 14, 1947, 
the total freight charges were Rs. 22 crores, freight charges on dollar ships amounting 
to Rs. 1·9~ crores. At present it is calculated that the curre11t freight charges per 
ton of food grains from the U.S.A. is about 19 dollars which works out to 2u% of 
the cost of the food grains. This would indicat(· the measure of economy in dollar 
exchange attninable by bringing food from h<>rd currency·countrics in Indian ships. 

Engineering Stores 

Coated Abmsive lndustry.-The Coated Abrasive industry w?s started in 
India in 1938. Coated Abmsives \l.re cssenth,J in engin.,ering and other indu;:;trifs 
for a braiding, polishing and sharpening metals of 11ll types. There are 4 important 
prod,~cets of abr<J,siyes and the total production capacity of the industry is about 
200,000 reams per an,num, the production during the year 1948 being 4:0,600 reams. 

Belting.-The belting industry of India w<~s started in 1929 by the Bengd Brlc
ing Works Limited, Calcuttc.i.. Tile entir:> indu::;try is located in and around Cdcut:a. 
The industry is capable of meeting the entire d.:'man.d of the cotmtry. Industry 
mn,n.ufactures all types of belting Loth crcn,vas and hair. The production in Hl-!8 · 
was 661 tons as against the tot9.l c:tpacity of about 1500 trms per annum 

Steel Belt Lacing and Belt Fasten6rs.-The steel belt lacing industry was started 
during the war and is in a position to meet a portion of India's demanJ. Similarly 
belt fasteners are also manufactured in the country on small scale. 

Grinding JVhed~.-Grinding wheels are essential for engineering industries. 
They are required mostly for grinding iron and steel materials. There are two · 
firms manufacturing grinding wheels in the country and the industry is a protected 
one. 

Scientific Instrumwts.-The industry is only of recent origin. There are about 
half a dozen of firms at present manufacturing scientific instruments in the country. 
In the present set up of the industry, one of the ::;tanding problems is to standardise 
the types of instruments produced and used in the country. 

Railway Engineering.-Them is a number of engineering workshops in the 
country manufacturing railway engineering stores of all types and description. This 
industry has considerably developed and almost all the railway engineering require
ments can be produced in the country. Railway wagons are manufactured in the 
country by four firms. The total output before the war- was a bout 3000 wagons 
per year. 
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A utonwbile_s.-General Motors R.'ld Ford Motors have, for a long time, large 
~orksh<?ps eqwpped to assemble illlp•'rted parts of automobiles. Others followed 
~ the line and they have ~one good wv;ok in the training of workers in this special 
line. There are also Indtan Companies solely devoted to such assembly work . 
. These plants in 194:7 assembled 10,433 cars and 9,418 trucks. 

Hindustan Motors Ltd., registered in 1942 are the first to set out in the difficult 
venture of manufacturing motor cars in India. Their paid up capital is Rs. 5 crores 
and their well-laid out main workshop near Calcutta was completed in 1948. They 
have entered into agreement with ~rorris ~rotors and Studebaker Export Corporation 
for technical assistance. 

)rcs:;rs. Premier Automobiles Ltd., Bombay were registered in 194:4: with an 
authorised capital of Rs. 10 crores of which 2! crores is the issued capital. They are 
connected with Chrysler Group of U.S.A. and will manufacture Dodge, Desoto 
Motor cars and Dodge and Fargo trucks. Their assembly plant has started opera
tion since Hl-! 7. It is understood that Messrs. Austins have also entered into agree
ments with a firm which has been registered in :Madras under the name and style of 
Ashoka ~rotors Ltd. 

Bicycle.-Bicycle indm;ti"y in India has been started dw·ing the war. There 
are at present 3 cycle manufacturers in the country, one in Bombay, one in Patna; 
both of which are manufacturing complete cycles and factory No. 3 at Calcutta 
restricting itself to make cycle accessories. The manufacture of bicycles in 1948 
came to 6-!,74:0 numbers. 

Air Transport I ndustry.-In India we have also now begun to manufacture 
aircrafts in addition to operating air lines. Hindustan Aircraft Ltd., was formed 
to undertake the manufacture of aircraft in India. From August, 1942 to 31st 
March, 19-!6, this organisation was under the sole control of Government mainly 
repairing U.S.A. and R.A.F. air-~pafts. From lst April, 194:6 this organisation 
started work as a commercial concern, the :M:ysore Government and the Government 

·Of India being the principal shareholders. This Comapny has also undertaken as 
a temporary measure construction of railway coaches and several coaches have 
already been supplied to the Railway Board. Very important from the national 
point of view is the work the company is doing on designing and construction of 
aircraft in India. It emPloys about 3,800 literate men who make an efficient labour 
force for the Company. This is a unique achievement for the industry. 

Light Engineering lndustry.-There are a number of other engineering industries 
like manufacture of Hurricane Lanterns, l\falleable lron Castings, steel furniture, 
manufacture of containers etc., which is carried on in the country. The manu
facture of sewing machines is carried on by l\Iessrs. Jay Engineering 'Vorks Ltd., 
at Calcutta whose present production is 2500 machines per month. There are about· 
half a dozPn concPrns engaged in the manufacture of Hurricane Lanterns whose total 
production in India in 1948 came to about 2 millions of lanterns. Malleable iron 
castings are marie by two concerns in the country and they supply the requirements 
of Jute, Cotton Mills, and Railways etc. Steel furniture Industry is now well 
established and can stand on its feet without any fear of foreign competition. 
Another important industry which is being carried on in the country is the manu
facture of tyres and tubes whos~ production during 19-!8 was Cycle tyres 3,160,000, 
Cycle Tubes 4,00,000, l\Iotor Tyres 790,000, Motor Tubes 730,000. 

The country al,;o has <·,n ena.mellerl ware industry. It can meet the total 
demand of India. 

Question 6.-To what e.rtent do you thir.k our industrial dez:el~pment still falls 
short of our essential requirements? lV auld ?JOU list our main deficiency? 

Lines of llfanufacture.-The Association would give below the main deficiency 
of the country in the matter of engineering industrie~. In the field of Ir~n an_d 
.Steel Industry, the country requires a modern automatic cold rolled steel stnp mill 



special steels of the types that arc not yet manufactured; high tensile steel wire for 
wire ropes, electrodes, certain fprro-a lloy>~. stainlc-Rs stePl sheets etc. In the field 
of non-ferrous metal industries, the eonntry requires the development of almost 
all the virgin metals except aluminium, the production of which is sufficient to meet 
the demand of the country for the presci1t. Although a ,good start has been made 
in providing faeilitiPs for the prmludion of heavy machinery but the country has 
yet to go a long way in developing her hea,·,v maf'hinery industries. Similarly in 
the field of heavy electrical industries, the country is deficient. The average facilities. 
which con:stitute the basis for building an electrical machinery industry are sadly 
lacking in the country. The country also requires enamelled ~ire, winding wire. 
and insulating materials industries. Caps and wires for lamp industry are also
necessary. A start has been made in establishing a machine tool industry but for 
the mannfaf'ture of heavy maf'hine tools faeilit,ies are not yet available in the country_ 

In regard to the deficiency in the lines of manufacture we would like to point. 
out that it is very necessary that the branch of the engineering industry whic·h de<tl~ 
with design and manufaoture of dies, ,Jigs and small tools etc., requires speciaL 
technical knowledge and workmanship and should be developer! as it will greatly 
relieve the burden of all the engineering concerns. 

At present the difficulty of the manufacturer in Inclia is that he h<ts tu manu
facture all the thirlgs from A to Z from a small tool to huge castings. It is not so
in other countries. This involves huge capital outlay all rounri, and employmPnt 
of a large number of workers. It is, therefore, essential that we should rationalise 
our manufacture. 

Volume of Produclion.-Xo ~tatisties are available with the As,;ociation. 

Overhef!d and operatice cost.-On•rheall and opcrati\·e coo<ts in Indian factorit>il' 
are very high. The cheapness of Inrlian labour is not borne out by fact~ ns the 
productive efficiency of an Indian workers is not the sane as of his counter-part in 
the west. Experts opine that ewn under Indian conditions, the efficiency of labour 
can be substantially increased provider! labour decided to put in more effort. 

Quality of .Management.-\Vith certain exceptions the quality of management 
in India is not as satisfactory as it should be. Management require.~ impro,·ement 
on the lirles of the western countries and the Association feel that the introduction 
of scientific management in Indian irldustries would go a long way towards intro
ducing improvement. 

Supply of Oapital.-Capital in India is scarce and the formation of capital is 
rather stagnant on account of high taxation of corporate and irldividual profits. 
For successful industrialisation of India, it appears that the Government will h<lVe 
to finance expansion of existirlg plants and establishment of new ones. 

Availability of Raw -"llaterials, Fuel and Poll'er.-Iron and Steel is the bread of 
engineerirlg industries and it is very scarce. Since the war has ended most of the 
engineerirlg industries have been working at much below t~eir capacity and it is 
very necessary that production of steel should be enhanced. Efforts should also· 
be made to manufacture locally the raw materials which are at present imported 
from outside. 

Arailability of High Gw?.~ 'l'eclzniml Abilit!j.-There is a great scarcity of 
technically trairled men m.!1 it is necessary that a comprehensive plan shoulLl be 
made fur providing high tcchnil'al education to Indian pcrsmmd. 

Facil-ities for technological trai;zing and re<>noch.-Thl'<'t' instrumt'nts of lJI'Ogre.;s, 
apart from \\hat has been improvi::;ed umkr the stress of war by the Bmml of 
Scientific and Industrial Research, lag far bchin(l our quickerwd irldustri,ll tempo 
a.nd all our all-embracing irldustrial planning. Planning for rapid industrialisation 
of India would be incomplete without providing for relatiw dd:il'il'nl'y of facilities 
foc technological training and resParch, since iu the long run without locally available 



scientific and technological talent self-sufficiency of Indian economy, cannot be
achieved and maintained on a basis of stabilih·. a'Jle to withstand the stress and 
strain of world competition. Although so many technical institutions have been 
started. Government have not yet made it clear as to what facilities would b&
available from them to the industry. 

S!ipply of skiUed and unskilled laliou•. --There is no doubt that supply of 
skilled labour in India. of the right type is not adequately available. 

Engineering and .Management Experience.-There appears to be t.b,.e greatest. 
need for engineering and management experience commonly called "know-how". 
This was to have been expected but it must be dealt with as a prerequisite for any
rapid industriafuation of India; "know-how" means the intimate knowledge
of the most practical means under any given condition, to produce in quantity at 
lowest cost and involves knowledge of methods of processing, tooling and designing 
of jigs and fixtures; the layout of equipment and the provision of labour-saving
devices; the designing and setting up of prope.r controls of production and inven
tories; the organisation of supervisory personnel, ana laying down lines of authority 
and responsibility. -

This "know-how" is one of the moRt important single element requisite for
successful industrialisation. It should be said here that this "know-how" is observed 
in a few private establishment and in the ordnance factories. "Know-how" also 
consists of being able to estimate markets and demand for products and thus to· 
co-ordinate methods and facilities of m<Jnufacturc with the demand for produds. 

Efficicnry of Labour.-~Iuch has bPcn said and \\Titten about the lack of 
efficiency of lnnian labour and it is not th~ intention of the Association to belittle 
the potential efficiency of Indian labour but the Association would like to point out 
that labour is not gem•rally gettin~ the necessary encouragenwnt and opportunity 
from hbour Jt•,Hlers an•l Trade l'nion.•Official~ to make himself as efficient as he could 
possilJly Le. It is, therefore, ,-ery lieces~ary that the economic question concPrning
lahour should, a~ f,lr as possible, be rlive!'lte,l from its political colour in order that 
cffidC'ncy of lalJour Ill<IY not suffer. 

Indian labour in the Engineering industries is not as efficient as he should be 
awl experience shows that the efficicnPy oflabour has lwen going down. For instance,. 
a worker at the Tat a "'orks used to produce 16 · 248 tons in 193S-39 where as in 
1947-4S the output per employee was only 13·25 tons. Similarly in ease of coal 
in 1939 the production per worker was 10·19 tons while in 1946 it was only 6·87. 
In ca.se of cotton textile, production for a. worker in 1939 was 702 yds. whereas in 
194u it was only 531 yds. 

The decline in productivity of labour in almost all the industries is a noticeable 
feature of our economy and this fact alone has added proportionately to the cost of 
production. The industries are required to employ more capital and more labour 
in order to achieve the production which was possible with less investment few years 
a. go. 

Question 7.-(a) Please give a broad analysis of the present position of smaU scale 
and cottage industries i1~ the econamy of this country. 

(a} Before describing the present position of the small scale and cottage· 
industries in the field of engineering, the Association would like to define the term 
"small scale" industries and "cottage" industries. There ha.s been a great confusion 
introduced in treating the small scale and cottage industries together. As a general 
rule ha•l<lier:ift, home industries, YiUa~e industries, cottage industries and small 
sculo industries haYe lx>t·n put wgt;r,ner w ccrr.e in the j?U!Ti:w of small _seale a?d 
cottn gc inclnstrll"s. Many people who have wTitk. ,m the subject of small mdustr1es 
ha.Ye i~ured tlle ilifftrent aspecta of the terms and it is found tha~ so~e time~ t~ey 
&re u~t·d 3.5 synonyms. '{'b.e Association wi,-h to point out that cleH differentiatton 



26 

should be made bf'tween sm:1ll scale illdustry and cottage industry. The Indian 
Industrial Commission of 1916 defined cottage industry as an industry carried on 
in the home of the workers. In this case the scale of operation is sm'lll and there 
is little organisat!on so thA.t _they are, a~ a rule, capable of supplying only the local 
needs. The NatiOnal Pla:nnmg Ccrr...oilllttee have def4l.cd cottage industry as a.n 
industry in which a workeL works w._·.!'J his own tool, in hls own home, and with the 
aid of his family. 

On the other hand a small scrle industry is not ~t 1.1l a c0ttage industry. They 
may be regarded as small either for reasons of finance or on account of small number 
of workers or on account of littlo organisation, that is required to phm them. In 
the field of engineering indm;tnes a small scale industry hv,s an important part to 
play in tht ir economy. In order to be precise about the scope of the small scele 
industry the Association would define a smr ll scale industry as an industry where 
the capital invested is rehtively speaking smDll and the organisgtion requiren is 
to pay persom I supen-ision to the work carried on. A sm'lll sc3le industry has 
certain distinctive feeturcs. It involves, in gencn.l, a relatiwly small capital 
equipment and opuates with only a few mechanical a.ppliances. The unit of efficient 
organisation is small with a high degree of personal supervi.~ion. The processes of 
production entail a la.rge proportion of hbour cost and a high premium is placed on 
efficiency in skill and crc1ftmanship. 

In the field of engineering industry, the country hns got a lar:;e number of small 
scale industries like cutlery, ClTt<J.in processes in the field of electrical industries, 
brass industry, mrnufactnre of locks 'tc. 

(b) What should be relation between (1) Small scale and Cottage industries 
and Agriculture? 

The Association hrve no views to offer. 

(2) Small swle and cottage industries and large scale industries? 

The small scale industry and large scale industry in the field of engineerin(J' 
shoilld not be and cannot be competitive. They should be complementary. Th~ 
Association find by experience that at present in Indi<t a factory Is requiied to manu
factme all the components and parts in order to have good finished products. This 
process of manufactme can easily be splitted up in 01der that the production may 
be efficient. For instance, in western countries electr-ical acceEsories indns•-ry is 
essentially an assembling industry. On the other hand in Inrli<J a factory manu
facturing electric3.1 accessories i>as to manufacture all the IH'rts. This lea(Js to 
waste in tne process of ma-nufsctme and ~aises +he cost of production. The 

·Government of India have appointed last year a rottr,ge Industry Board but the 
Association !1re not awm<" of its achievements so f<tr. The Afsocidion feel that in 
the field of engineering industries 1! Smull Scale Indu~tries Board shouhl. be appcintcd 
in order to investiga,;e the present position of these indnl"tries and find out what p<crt 
they can effectively play in order to help large scale industries of the country. 

·Question 8.-Do yon think small scale and cottage industrhs lwre 8ignijicant role to 
play in the economic d~t'tlopment of our cmmtry (a) undtr present 
circumstances, (b) in the long run. 

The Associt,tion believe that smdl SC"lle in.du:o:tnes have a very important pa.rt 
to play in the economic development of the country both in the short term anu in 
the lon(J' term. It is often considt·rcd tha.t simultnnecu::; deYelopment of small 
scale a;d large scde i14dnstries is either iuconceintLlL' or tlu~t the dn·dopment of 
one would mean the ruin of the other. The two types of imlu:o:tiid org<mi::;ations 
are considE-red incomp-~dtiYe and it is thought..thnHhe ckwlopment of f'nch could 
only be !It the expe~se of the other. But nei_ther t~wory .nor pr'tcth~e l_w .. s ~)roved 
the mutually exclusive na.ture of ead• other. Thf new of the Ao::'OCI:ttwn IS that 
-two types of organisations may be dow tailed witb: re::J.t. adY<\J1t.'l :.:-~to both of them. 
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Th·6 cutlery industry of France and the toy industry of Nuremb£rg are examples or 
such successful dovetailiPg. TJ-.:re can be ·coPCltrrent and prr8lle1 developn.oen.t 
of the two types of industri£ s witl-out w the It 1\St impairing the soundness o:f the 
economic organisation r f the country. It is a m::~.lter of g-eat interest to ?bse!'ve 
that small organisatiOns are developing as subsiJiary to large scale factoues. 

SECTION A (ii) 

Question 9.-Please enumerate tl.e small scde and cottage indu.stries v1hich 1J:JU t~·o'Jld 
like to develop: (a) as s1~bsidiarg to a:;riculture. 

The Association have no co:nullentt> to offer. 
(b) As supplem~ntary to large scale industries~ 

It h n0t po>'silJle for the Associi1tion to enumerrte t~e small scale ~dustlies 
which shoulu Le 1kn:loped as supplcmcntny to large scale mdustry. But mstanc~s 
<:an he given of inuustries like screws, moulding powder, manufacture of fountam 
pen p:1.rts, electro I•Llting, manufr,cture of cutlery· ~tc.,- the manufacture of tools • 

. Jyes, jigs, and fixtures, machine purts and components. 

(c) As other independent units of proiuction. 

Tle Association have no comments to offer. 

Question 10.-Which cottage industries you consider specialty suited for export 
purp?ses? · 

The Association 11P.ve no comments to offer: 

Question ll.-Do you consider that the protection to large scale industries has in II1r"6 

w:ty a.Jfet;ted swilt scale arvl cottage industries? If so, please state 1wlrl 
and to what extent they have been so affected. 

Generally speaking, protection to large scale industiies has greJtly helped the
development of small scale industries by mPking raw materiels available for the 
small scale industries. · 

Question 12.-What in your view are the main handicaps from which the small sea:. 
and cottage industries suffer? What steps would you recommend /"" 
the removal of these handicaps particularly with regard to the 

(1Z) supply of raw mate~i2ls. 

Tne small scale industries suffer to a co0.<4Iderable extent from th3 non-avail
ability of a'1equate supply of raw mattrials. It is, therefore, recessary that an Asso
chtion of small scale manufacturers should be formed in order that bulk supply 
of raw materh.Is may be made available to them for distribution to these indm:tries.. · 
In the field cf engineeri..Pg industries, raw material would be iron and steeJ and a. 
few otncr items and coal and coke. At important centres of concentration of thes& 
industries depots should be openea in order to stock raw materials for distributwn. 
to th('se indu~tries. 

(b) supply o!' ttchnicalskill. 

Tne requirements of sme 11 :::c? le industi ies in rrgD t d to the supp!y of technicai 
skill is the technical assistanct: in a small WJ.Y to sen·e their day to day problems 
such as (a) wlnt kind of bhric~~tion woulJ f,;iYe satisfactory resulti"; (h) hPw to 
increJse the efficiency of boiler equipment; (c) how to have periodical examin<>tion 
of their limited mar:binery; (d) to see that tl:ley r.re not on~ of order and ot.hr-rwise
requiw a·tention; (r) h.:>w to avoid corrosk.n in their stilL; when tbey are dealing 
with chemical~; (f) bow to get cheap and rc·liable analyses rr..ade of their warts when. 
cvmplai.!:ts ari-;e; (g~ whet kind of blend or mixture 1hey ~: oulol use fut: their 

13 M. of Com. 
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~astings and whJ.t kind of steel they wQuH require ·md whl'lt temper and time etc., 
they should allow for tempering wher occasion arises, for them to make repairs 
or replace machinery parts made in tmir own small foundriet~ and workshops etc. 
Such assistance can best be rendered by a Government Industrial Engineu locgted 
at important rndustrial cities like Cdcutta, Bombay, Cawnp<Jre, Madras, Delhi, 
etc., who would charge 8 small fee fot giving his advice. tc these sm'lll industiies, 
which cannot afford to engage technical assistance and research workers for their 
needs. 

(c) their technique of manufacture: 

The technique of manufacture employed by the small scale industries are not 
defective but it is inadequate and inefficient. It is, therefore, considered necessary 
that if Government Industrial Engineers on the line of recommendation made are 
appointed this difficulty would also go. 

(d) their structure and organisation: 

The structure and organisation of the small scale industries is rather defective. 
In the field of many small scale industries there is a tendency to multiply inconve
niently in order to reap temporary advantages with the result that production 
becomes irrationalised and every one of them suffers in the long run. The problems 
of structure involve three considerations, namely, site, size, and scope. In other 
words, location of these industries, their size and the types of integration are the 
problems which have a great bearing on their productive activity. On the other 
hand organisation refers to the entire field of the industry, like industrial combi
nations which reduce competition. and determine prices. 

The Association feel that rationalisation is necessary in the field of these 
industries in order to improve their efficiency. So far as the organisation is 
concerned it is very necessary that cooperative system should be introduced so 
that marketing facilities, production technique etc., might improve. 

(e) supply of finance: 

In India at the present moment both the large scale and small scale industries 
suffer from inadequate finance and the Association have no hope that any temporary 
palliative would be of any major assistance to these industries. Industrial finance 
is a difficult matter and it is necessary that consolidated efforts should be made to 
create capital in the country and create reasonable condition for its free employ
ment b the industries. The Association suggest that the activities of the Industrial 
Finance Corporation in the provinces should be increased in order to help the small 
scale industries in the solution of their financial difficulties. 

(j) marketing facilities: 

The difficulties of finding market for the small scale industries are also there 
and it is suggested that the large scale industries which consume their products 
~:;hould help them by purchasing their products through some sort of an Association 
so that these small scale industries are not put to difficulty. Where the small scale 
industry exists as an independent unit and makes consumers articles, the Industries 
Directorate of the Provincial Government should help them in the sale. of their 
products. 

Questicn 13.-What steps should be tahn to ensure that the intere~ts of small scale and 
cottage industrifs are safeguarded when trade agreements with foreigrr. 
countries are 11.egotiat£d? · 

The Association have no comments to offer. 



Policy of Di8criminating Protection and il8 applkalion ~ina 1923. 

Question 14.-The Fiscal Commi8sion appointed by the Got·ernment of India in 1921 
recomme~d "that discrimination 8ht:Juld be exercistd in the 8ekction of 
indu8tries for prctection and in the der;ree of protection afforded 80 as to 
make the iner;itable burden on the community a& light a& is coMi.stent 
with the due det·elopment of indu8trie8". On the 8tnngth of .this ba8ic 
]:rinciJk the Commisswn d~cided that an industry Meking protection or 
a88i.!tanct 8hould 8alisfy the 3 conditions enumerated in paragraph 1 of 
this note. Bt8ides Tariff prottction, the Commission recommended 
also certain rwn-fiscal mt.asur€8 . .Are you salisfi£d that the policy recom
mt.nded by the Ccmmission u·a& fully implementtd between 1923-1939'! 
If rwt, please enumerate the main d~viations from the policy. 

The Association are not satisfied that the policy recommended by the Com
mission was fully implemented by the Government. · The Association first of all 
would like to point out the defects in the policy recommended by the Fiscal Com
mission and the criteria which they wanted an industry to satisfy. The Association 
find that the policy of discrimination has been exercised by the Government through 
the appointment of ad hoc Tariff Boards. But the difficulties which have faced 
different industries in placing their cases have been great and getting protection 
has been most dilatory. The subsidiary recommendations which the Commission 
recommended related to the deletion of the proviso to Section 20 of the Sea. Customs 
.Act in regard to the levy of customs duty on goods belonging to Government. 
Another important recommendation which the Commission made was in connection 
with the difficulties in the shape of shipping rebates or unfair advantages like dump
in!!, depreciated exchanges, bounty fed exchanges from abroad. The Government 
of India did nothing of the kind and the-lliffi.culties of the Indian industries continued. 
The third recommendation of the Fiscal Commission was that industrial develop
ment be permitted by giving a. more industrial bias to primary education and 
providing opportunities for training of apprentices and organisations in increasing 
the mobility of labour. The shortage of technical labour in the country eontinues 
as before and the Government did not follow any concerted policy for opening 
technical institutions. India. has still to depend, in the more skilled branches of 
the industry, on imported labour. 

It had been urged before the Commission that the system on which railway rates 
were fixed was injurious to the interest of industries. The Commission fully realised 
the significance of the complaint but the Government did not take the necessary 
action. 

Que8tion 15.-Do you find any rkfe.cls in the working of this policy? If so, please give 
.Jetai/.8 with suitable eramples. 

There ba,·e been many defects in the working of the policy as recommended by 
the Fiscal Commission. ~Iany a time Tariff Boards did not recommend adequate 
protection to an Indian Industry. Sometimes Government of India outright 
rejected the claim of an Industry for protection. The arbitrary rejection of the 
Tariff Board findings by the Government has been the cause of great bit~rnes.<J 
among the Indian commercial circle. The case of the Indian Glass Industry IS one 
which illustrates the arbitrary rejection of the recommendations of the Board by 
the Government. In 1927 when an application for protection was made by tho 
Glass Industry the Government of India had suggested that the industry could not 
Le said to enjoy any natural advantage so long as it was _dependen_t on ~J>!>rted 
soda ash. But the second Tariff Board adopted a more liberal attitude m mter
pu·t ing the conditions laid down by the Fiscal Commission and. held that even if 
th~ industry was using imported soda ash the cl_aim for y~otect10n could. not . be .. 
reJected unless it was found on balance that the mdustry d1d not possess suffiment 
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natural advantages. The Board submitted its report in 1922 but its publication 
was delayed for about 2 years and besides the Government of India rejected the 
recommendation of the Board outright. Further imperial preference was introduced 
within protection. The Tariff Board had recommended that no general system of 
impefial preference should be introduced but that the question of adopting a pl)licy 

·of preferential duties on a limited number of commodities be referred to the Indian 
legislature after preliminary representation in several cases by the Tariff Board; 
that if the above policy be adopted its application be governed by the following 
principles:-

(i) that no preference'be granted on any article without the approval of the 
legislature; 

(ii) tbftt no preference be given in any way so as to diminish the protection 
required by Indian Industries. 

(ii1") that preferences do not involve on balance any appreciable economic 
lof's to India; that no preference which it may be found possible to give 
to the United Kingdom be granted as a free gift; and that in the case of 
other parts of the empire preference be granted only by agreement 
mutually advantageous. 

In spite of the mounting hostilities of the Indian public opinion against any 
form of imperial preference the Government of India has gradually led the country 
into it. The system of preferential duties in favour of British manufactures was 
first introduced by the Steel Industry Protection Act of 1927. The preferential 

· duties on iron and steel were further altered by an agreement, supplementary to 
the Indo-British Trade Agreement of 1932. 

There are many anomalies which the working of this policy reveals and it is 
difficult ~o present a precise picture of all the tlefects. 

Question 16.-Do you agree with the sptcijic conditions laid down by the Commission 
that nor'fTUll prctf.ction should be accorded to an industry only if the 
conditions referred to in question 14 are satisfied? 

The Association do not agree that the conditions recommended by the Fiscal 
Commission are necessary to be fulfilled in order to give protection to an industry, 
The outlines of the policy recommended by the Commission was that the scheme 
of discriminating protection should be worked out with the assistance of a perma
nent Tariff Board so that before the industry could be granted fiscal protection it 
should establish its claim to the satisfaction of the Board. The Board after detailed 
investigation into the economic position of the industry was to recommend whether 
protection should be extended and if so at what rate and for what period. The 
.conditions laid down by the Fiscal Commission were as follows:-

(i) it must be· one possessing natural advantages such as an abundant 
supply of raw material, cheap power, sufficient supply of labour and a. 
large home market; 

(ii) it must also be one which without the help of protection either is not. 
likely to develop at all or is not likely to develop so rapidly as is desirable 
in the interest of the country; 

(iii) finally it must be proved that the industry will eventually be able to 
f~ ce world competition without protection. 

The Association quite agree that the policy vf protection should be applied 
"ith discrimination as indiscriminate protection to all Indian industries would lead 
to economic waste. There should be a reasonable chance for the industries claiming 
protection to be able to face world competition without protertion in the near future 
except where the industry must be developt>d jn the national interest. It is for 
t3ese reasolllS that. protection has essentially to be temporary and in so far as this 
<'Ondition is c:mcerned lhe Association quite agree with the recommendation of the 
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Fisc~I .. Commission. However, the tests laid down by the Fiscal pommission as 
<:onditwns precedent to be fulfilled by an industry were rigid: The Association find 

·that the working of the protection policy since 1922 has been such that on account 
of the rigidity of the conditions laid down by the Fiscal Commission Indian industries 
have not been able to take full advantage of protection. For an industrially back
ward country like India it was undesirable to put such rigid conditions and thereby 
fette!the discre~ion of the Tariff Board, as it is not always necessary that an industry -
seekirig protectiOn should possess an abundan~ supply of raw materials or large 
home market etc. The structure, for instance, of the Lancashire Cotton industry 
~dicates beyond .any shadow of doubt that an efficient ·industry can be organised 
without an· abundant supply of raw niatflials or the 'availability of a·large hotne 
market. It is surprising to note how cotton mills in Lancashire get their raw cotton 
from America and supply to the Indian market and still have developed under tl1e 
aegis of a strong protectionist policy. If such rigid conditions had been imposed 
by. the ind.ustrially advanced countries of the world like Britain, Germany and 
Japa.:a etc., most of their organised industries would not have come out of their 
swadling cloth. 

Question 17 .-Do you COMider tlud the supplementary· measures for the protection of 
and assistance to induAtri-es as recommeru:Ud by the Commission in 
Chapter VII of their reJ-ori wert adequate and well conceived ? 

Supplementary measures recommended by the Fiscal Commission related 
to:-

(i) Industrial bias in primary education with a view to creating a mechani-
cally ininded industrial class. · 

(ii) Training cf apprentices for more skilled work. · 
·(iii) Increased mobility of labour by giving better methods of education. 

{iv) Revision of railway rates p9licy. 
(v) Lowering of coastal shippllig rates. 
(ri) Shipping rebates. 

(vii) Measures against dumping and certain other cognate matters. 

So far as the gener<1l recommenda.tiollS in regard to the primary ·education and 
training of apprentiees ae coneenwd these ne mq.tters where it is very difficult to 
pronounce any judgement. There is, howeve1, no doubt that the recommer.dation 
of the Fiscal Commission in tlus regard was very w~ll conceived. However, much 
had to d~'pend upon the action the Government ha.d to taka in implementing tbis 
poli".Y· V Pry few engineering colleges apd technic'll ins1 itutions which have come 
up l1ere and th<-rc since then have no doubt mf't a great deman(l of the country but 
it c~mnot be sLlid that they have come into boing as a result of any concerted policy 
followed by the Governm('nt. 

The railway ntes policy as has been operative in the country has not at all been 
helpful to the development of the industry. The Fiscal Commhsion endorsed the 
following recommendetions of the Indian Industrial Cominission in very strong 
terms. 

(i) The governing principle which we thin:k should be followed in railway rating 
'SO far as it affects industiies is that internal traffic should be rated as nearly as 
pcssible on an eque.Iity with traffic of the same class over similar distances to and 
fro'm the ports. 

(ii) That th€. railway should accept the principle which is followed ~n some ot.lwr 
parts of the world that a consignment trave~ing over :r;nore thsn one hne should be 
charged a single sum based on the total distance. 

(ii1:) We ICcogmse the d1.nger of. a ~;olicy of individual c?ncessions to industries 
:and of treating r1)lway retes as an md1rect .method of subsidY by the State. But. 
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we think within the limitations laid down by the Industrial Commission it is not 
umeasonable that a special rate should 'be gr~mted for a term of years to new indus
tries and even to others if they can make out a proper case for special treatment. 

The recommendations of the Fiscal Commission in this regard were very halting 
and beyond t}le endorsement of a gener.:>J recommendation of the Industrid Com
mission, they did not go a step further. The difficulties which the Inciian Industries 
have had to face since then hBve been great and the 1·ailway policy of the Government 
has not at all been helnful to their develonment . 

. \ Wi~h ,rega~a to the shipping ~;~t~~t. on the coaf!f! the C<>mmission had overw h€,1zni:rig 
ev~flnce. ,l>efo~e ~hemr ~hat; ~he :.:~tes;.had. ,been quoted .11howing a great. disparity 
between, the. chvges. Qf g90ds shipped from one .Indian- port· to another and those 
on goods conveyed bet.ween Indian and foreign cow;J.tries. In this. zega.rd too,. the 
Fiscal Commission .did not make any strong recommendation and simply endorsed 
the idea of the development of an Indian mercantile marine. They simply drew 
attention to the system of shipping rebates and they simply expressed the feeling 
that the Government of India should make a thorough enquiry into the de~irability 
of initiatnig similar legisle,tion in India prohibting tl>e ma.intenance of a shipping 
monopoly. 

With regard to dumping, the Fisc2l Commission did not think it expedient to
recommend the enactment of a measure against dumping such as that in force in 
Canada. They recommended that the Government should consider the desirability 
of introducing a mea.sure more on the lines of that p11ssed in the United §tates 
whereby power should be takeL> to impose tariff duty wheu H.fter enquiries of the 
Tariff Bo::~.rd it had been established that dumping was taking phce and that it 
was injuring or was likely to injure an Indian industry. 

Question 18.-ln .a resolution passed in the Central Legislative Assembly on the 16th 
Februwry, 192.1, the principle of discriminating protection was accepter! 
·as the basis of Government policy su~jr:ct to the following general 
classifications:- , 

(a) That the principle. should be applied with due regard to the well being of 
the community and to the safeguards mentioned in queBtion 14. 

(b) That in the application of this principle rEgard must be had to the financial 
needs of the country and to the thm der-mdence of the Got·ernment of 
India on import, er]ic-rt and excise duties for a large part of its reve
nues. 
To what extent if any, do you think these classifications affected the policy 
of discriminating protection between the years 1923 and 1939. Please give 
your comments if possible l.eparately for the following sub-periods :-
(~} 1923-29. 
(ii) 1930-34. 

(iii) 1935-39. 

The classification mentioned above affected the working of the policy of discri
minating protection between the years 1923 and 1939 to a consiclerable degree in~ 
asmuch as because of the restrictions placed on the discretion of the Tariff Board 
many of the industries could not receive protection. Between the years 1924 and 
1939 about 50 cases were referred to the Board for investigation and out of these 
in the year 1939 only 8 industries were on the protected list. The period between 
1923 and 1929 was one when this policy was vigorously followed as it was a new 
thing. The first industry to be examined by the Tariff Board was the iron and 
steel industry and it was given the necessary protection. Similarly the cotton indus
try was also protected. The period between 1930 ~nd 1934 was a period of dep
ression when the revenues of the Government were falling and, therefore, Government 
hesitated to send up cases for protection except the outstanding example of the sugar 
industry. The period between 1934 and 1939 was one when only old cases. were aent. 
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up for reconsideration for continuance of protection. No new industries were 
added to the protectei list as a reRnlt of t:.ese qualifications. 

The wellbeing of the community is a very confusing slogan. When a basic in. 
dustry gets established in a country, the benefits derived from it in the larger interes t 
of the nation are immense and cannot easily be estimated. 

Question 19. The changes set out in 1aragraph 4 .~J the note were made in the 
principle of discriminating protection iT!- J945 when flie interim Tariff 
Board Wll8 estahlished. What are your.viewit 01i these Deviation.! from :!-e 
original1olicy ll8 laid down in the Indian Fiscal Oommission'8 report ~ 

I ~ ~ : ' • ' ' 

The Association welcome these deviations from the original ~ policy as laid down 
in the Indian Fiscal Commission's report of 1922. Many of the industries, specially 
in the field of engineering were started during the war under circumstances of con .. 
siderable difficulty and some of these industries were very important for the nation· 
both in peace time as well as in war and, therefore, it was necessary that these indus• 
tries should have been given the chance to find whether they could exist to the bene
fit of the nation even in peace time after the war 'had ended. It must be remem
bered that it is not so much the token of friendship exhibited by these mdustries 
which was so much responsible for the Government care about them. Industries 
like small tools, machine tools, wood screws, beltings, electric motors, textile ma
chinery, abrasives etc., are such as are required by the nation at all ti.roos. It was, 
therefore, very necessary that the Government of India slackened the rigorous 
conditions that were imposed by the Fiscal Commission. The conditionS which the 
industries have now to fulfil are quite suitable and easy to be fulfilled. There is no 
doubt that no industry should be allowed to be supported by public funds unless 
it shows signs of being run on successfully without protection or State assistance in 
the future. The industry after a certain period of time should be able to carry on 
successfully without protection or}State assistance. 

Question 20. Art you satisfied that this policy of 1945 is being fully impre. 
mented 1 If not, please indicate where in your opinion the dEjECts in 
implementation lie 1 

The policy of 1945 in the opinion of the Association is being fully implemented .. 
The only defect which the Association find in the working of this policy is that the 
Ministry of Commerce have reserved to themselves the right of forwarding a particu
lar case to the Tariff Board for examination and enquiry. This means that an inrlns
try whose case is not forwarded by the l\finistry of Commerce is not at all able to 
reach the Tariff Board. The Association feel that every industry should have the 
chance of going up to the Tariff Board and this duplication of effort at the Ministry 
of Commerce should be avoided. 

SECTION C 

Review of the effects of past tariff policy 

QulstioWJ 21 & 22. Would you aitf.mpt a broad analysis of the effects of the 
actual :rolicy pursued by the Gm•ernment of the day. on the growth and df.?:e· 
lopment of our ma.for industries under the follow~ng heads :-

(a) Oapital imested in the industry (paid up) ; 

(b) Rated capacity ; 

(c) Output; 

(d) Employment of labcur (technical and non-tEchnical) ; 

(e) Wage bill (technical and non-technical) ; 
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'(f) Earnings of management ; 

(g) Profits earned and distributed ; 

(h) Ex-works price and retail price ; 

Would you make a detailed analysis on the.above limB particulatly in 
res:p!ct of the following indu.5trif.s :-

( i) I ron and Steel ; 

(ii) Cotton textilis ; 

(iii) Sugar ; 

(iv) Paper; 

(v) Matches? 

Please give your answer for the follmving periods :

(a) at the time when protection was giten; 

(b) in 1938--19 ; 

(c) in 1948-49. 

Of the industries mentioned in question 22 the Engineering Association is in
tere3ted only in Iron and SteeL It may be pointed out that individual replies have 
.already been submitted by the firms concerned like the Tata Iron and Steel Co., Ltd., 
The Steel Corporation of Bengal, The Indian Iron and Steel Co., and the ~Iysore 
Iron and Steel Works. From their replies the Fiscal Commission would get an idea. 
about the development that has taken place in each of these units. The Associa
tion's replies therefore, should be regarded as only general. The Association 
would point out that the effect of protection on the iron and steel industry of the 
'COuntry has been one of constant development of the industry. It would be recalled 
that in 1922-23 the Tata Iron and Steel Co. were the only manufacturers of steel in 
the country; the Mysore 'Vorks were just beginning to come into being. The Steel 
Corporation of Bengal came into being in 1937 as a direct result of the policy of 
protection grante4 by the Government. Moreover, the Tata 'Vorks also consider
ably expanded since the Fiscal Commission first reported. Although there has been 
no increa>e in the capital invested, the gross block of Tatas which stood at Rs. 
20·41 crores in 1923-24 increased toRs. 26·69 croresin 1938-39 and toRs. 39·83 
ocrores in 1948-49. This expansion was achieved by prudent financial management 
and adoption of a sound policy of ploughing back the profits in the industry. The 
Steel Corporation of Bengal came into being in 1937, the subscribed capital of the 
<:ompany being Rs. 4,48,86,725. The gross block of the company amounts to Rs. 
4,45,89,281. In 1924: when the steel industry was first examined by the Tariff Board 
the production of steel was only 1,63,000 tons. The development after the grant 
<>£protection has been quite commendable. This would be revealed by the fact that 
the production capacity of Tatas which in 1923-24 was only 2,00,000 tons increased 
to 7,50,000 tons in 1938-39 and to 8,50,000 tons in 1948-49. Similarly, the actual 
output of Tatas also increased which would be evidenced from the following 
figures:-

Ywrs Pig Iron StetZ Ingots Finished stf.el 
Tons Tons Tons 

1923-24 4,43,000 2,35,000 1,63,000 

1938-39 10,20,000 9,47,000 7,01,000 

1948-49 . 9,17,000 9,04,000 6,61,000 
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The production of pig iron and ferro alloys for the whole country since 1939 
was as follows :-

Years Tons 

1939 17,58,654 
1940 20,12,611 
1941. 20,42,16~ 
1942 18,50,93~ 

1943 17,59,58~ 

1944 14,43,200 
1945 14,05,042 
1946 14,38,054 
1947 14,35,396 

In the above quantities the following figures relat~ to ferro alloys :-

Years Tons 

1939 1,613 
1940 18,199 
1941 31,850 
1942 21,197 

1943 10,711 

1944 6,189 

1945 8,694 

1946 . 15,611 

1947 18,121 

The production of finished steel increase as follows :-

Years Tons 

1939 8,42,905 

1940 1,33,784 

1941 11,37,650 

1942 10,45,877 

1943 11,49,308 

1944 10,13,203 

1945 9,96,678 

1946 8,90,383 

1947 8,93,296 

The production of steel ingots and metal for castings has also increased simulta
neously. It may be noted that the steel industry has expanded considerably as a 
result of protective policy followed by the Government. Not only that 
it has helped the development of a large number of engineering industries, but 
it has given the country an opportunity to build up a strong nucleus for 
highly skilled labour. In the Tata Steel Works alone in 1923-24 there were 30,000 
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workers employed which increased to 31,000 in 1938-39. The employment statistics 
for the country as a whole are given below :-

No. of Workers 

1939 54,177 
1940 56,729 
1941 ' 

59,245 ... ' 1942 65,672 
;. 

67,3~7 1943 
1944 68,801 

'· 
63,932 1945 

1946 65,400 

This leaves out of consideration the number of workers engaged in the ore mines 
and the collieries owned by the different Steel Works. 

The expansion of the industry as described above will indicate that the policy 
of tariff protection has considerably helped the industrial development of the country. 
But for the protective policy folloW'ed by the Government the Steel Industry would 
have presented an entirely different picture to-day. 

Question 23 (a) Please indicate the significant features if any, in the structure and or-
ganisation of the protected and assisted industries with res!fJect to ~ 

( i) the Bize of the unit, 
( ii) their location, 

(iii) development of combinations horizontal or vertical~ 
(iv) the development of ancillary industries, 
(v) any other aspect that you may consider it necessary to mention. 

(b) Do you think that the form or manner in which protection or assi!J:.. 
tance has been given to these industries has had anything to do with 
these feotures. Which of these features are i'n the interests of our 
economy and which are undesirable 1 

(a) (i) Size of Units :-

The Steel Industry in India has certPin important features in regard to its sizer 
The Tata Iron and Steel Co. are considered to l:e the l2.rgest single unit m the world 
outside the United Stat..s of America. It is 8 fully integrPted unit inasmuch as th& 
Company owns its own mines and quarries supplying iron ore, limestone, manga
nese ore and also c:>aJ mines supplying about 50 pel cent of its coal requirements. 
Similarly the Steel Corporation of Bengal have their own coal mines and other mines. 
The Company has got its own coke ovens at Hirapur and Kulti, the capacity of wnich 
is a bc.ut 63,000 tons per month. The SCOB obtain their pig iron from the Indim 
Iron anCI St£d Co. and commenced production in 1939. The third main producer 
of iron and steel viz., the l\Iysore Iron and Steel Works began their operation in Jan
uary 1923. Th~ odgin11l plant of the firm consisted of a bhst furnace and a ,,.,.ood 
Distillation plant. Subseqm nt additiOns of auxiliary plants hrve taken place such 
as the pipe foundry and machine shops. A steel plant with a rolling mill was added 
in 1934 thus completing the mechanical equipment of the concern within the course 
of a decade. Their blast furnace is of modern design with productive capacity of 
28,000 tons per annum. They als<. set up P steel plant in order to raise the output 
of pig iron to the rated capacity so as to reduce over-head and other standing char
ges .. It is undustood that the maximum capacity of the rolling mills is 28,000 tons 
of li"ht structurals and bars. There is also a rod and strip mill with a capacity of 
"i,OOO tons of hoops and 5,000 tons of rods. The Association tmde_rsta.nd that the 
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Steel Corporation of Bengal have recently obtained a loan from the GoveriULent of 
India. in order to extend their plant f.:>r inczeasing their capacity. 

~~~u~~~~~~~~~~in~~ 
~n designed in sucl a way that its growth and development are not retarded owing 
to future expansion plans. The following facto1s which are mainly responsible for 
the growth and development of th£ size of the units may be mentioned :-

(I) The originiJ. plait of the projects has provided for a grad~·al tt.nd con
tinuous development of their size: 

(2) The location of the ~1' industry is very favourable. 

(3) The policy of protection adopted by the Government. 

2. Locati<m . ........:.The basic llidian iron and steel mdustry is located principally "fit 
the Provinces of Bihar, West Bengal and Mysore State. The Iron and Steel Industry 
is a highly localised industry and affords good example of the marked advantages of 
a suitable location. A heavy industry like iron and steel is attracted to the place-. 
where iron ore and coal the two most important ra,w materials an' situated. The ri!-W 
materials required for the iron and steel industry ·aie iron ore, coal and water, liJ:ne
stone, fluxes and dolomite eto. Iron ores are found in abundance in Bihar,. 
Orissa, Mysore and Goa. But some ·of the richEst iron ore deJ:OE=its tf the 
world exist in th3. Iron Belt which comprises the Singhbhum area. in which the Tata 
Works are located. Ir. zeapect of coal the Indian Steel Industry enjcys exceptional 
advantages because it is available within a short distance from the iron ore deposits. 
Ample deposits of limestone and dolomite are also available in the neighbourhood. 
In regard to--the Mysore Works, the location of the industry at Bhadravati is an in
teresting ir.stance d transport orienU:.~ion. The two important raw matezids are 
iron ore and wood, the latter ~ing necessitated by charcoal blast furnaces ; both 
of them are localised materials. For each ttn of pig iron produced 4·50 tons of 
wood and ·25 tons of limestone.&rP required ; thus they are highly wdght losing 
materials. All the raw materials are ava.ilable witLin a radius of 30 miles and hence 
the industry is most advantageously locBted. 

The Wood Distillation Pb.nt at Bhadravati has to draw its supply of wood over 
a. distance of 30 miles from the forests. The ratio is one ton of chr..rcoal to every 4 
tons of wood. "·ood was transported to the Distillation Plant on account of the 
recovery of bye-pwducts. Since the cesE=ation of tre recovery of bye-products the 
cast iron mills are installed in the forest area for the distillatior of wood. This is 
an interesting example of a change oflocation consequent upon reduction in the value 
of products manufa.ctwed in relation to the.locationa;l weight transported. 

3. Develop,;,.e,nt of combinatiuns, vertical and lwri.wntal.-The Association are 
not aware of any vertical combinatioP in the case of the Indian Iron and Steel in
dustry but in so far as horizontal combination is concerned it may be mentioned that 
ther' is a working arrangement between the T9tf Iron and Steel Co. ~md the SCOB: 
in regard to the st~le of common products since 1939. Similarly a pooling arrange
ment has also been entered into by Tatas with the Indian Iron and Steel Co. for 
pig iron. 

4. Det:elopment of Ancillary industries.-The establit?hment of steel industry 
in India has considerably stimulated the growth of almost all the Engineer~g Indus
tries in the country. Ap11rt from the concentration of a large . number of z~portant 
industries like tinplate wire and wira-nails, oxygen gas, castmgs, locomotives etc. 
near Jamshecl.pur all ov'er the country the development of Engineering Industries ha&. 
been facilitated largely because of the availability of raw mderials in the country. 

I 

5. Any other aspect.-There is a belief current in certain circles that protectiol) 
to the steel industry imposed an undue burden on the economy ofthe country. How 
ill-founded. and mistaken the belief is will be appa.rent from a perusPJ of the ~ote 
enclosed along· with the reply submitted by Ta.ta Iron and Stetl Co., Ltd., to the FIScal 
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Commission (Appendix I) explaining the burden of protection to the consumets in the 
shape of protective import duties and the manifold benefits derived by the country 
from such protection. The benefits completely outweigh the so-called burden of 
protection. The Tata Iron and Steel Co. furthtr pointed out : 

" The establishment of thP. Steel Industry on its present basis and the constant 
.additions and extensions made to the plant to incre'lse the totfl.l ste, 1 producing ca
pacity have ~een greatly c>ssisted by the protection granted to the industry since 
1924. . . . 

"The form cr m,anner_in which the protection was given took the nature of 
bounties (for thref· years only) and protective import duties. It may be generally 
stated that the form of protection adopted was conducive to the development of 

· engineering and ancillary industries and railways. Thus the comparatively low duty 
on structurals levied in 1924 was intended to keep the cost of steel to the consuming 
~ndustries as low as posf'ible. The bounties granted Qn rails and fish plates in the 
same year by way of addi~ional assistance, as also the supplementary protection 
·granted in the following yea1 in th0 form of bounties, were intended to reduce the cost 
-of steel to the consuming industries and to the railways. The introduction of the 
principle of differentic>l duties since 1927 with preferential duties on imports from the 
U.K., which was the precursor of the principle of Imperial Preference subsequently 
-embodied in the Ottawa Pact, ha(l the same result of minll:nising·the cost of protec
tion to consumers oft.eRted steel, such as railways, engineering industries, machinery
manufacturEs, public utility undertakings etc. 

"In 1934, the protective duties on structurc>ls and plates from the U.K., which 
.are essenti tl raw mc>teri•ls for engineering and public utility undertakings, and 
xg.ils, "fish plates anc1 sleepers from c>ll sources, required by the railwaya, were ma(le 
equivalent to the ozdinay revenue duties plus the proportionate counterrailing 
-excise duty on ingots. Billets which are used by the re-rollers were exempted from 
all duties except the countervailing excise duty on ingots. 

" Thus the form and manner in which prctection has been given to the main 
steel industry has been such as to affcrd comiderable a~:.siRtance to the ancillary anci 
-enginePring industrit's as also the r1ilways. Nom of th'3 othr features in the struc
ture ana organi3ation of the industry mentioned in (a) above has hadanyth ing to do 
with the form or manner in which protection was t,;iven ; nor aie any of the fl bo>e
mentwned featmes in the structure and organis1:~,vion of the industry prejudidcl or 
harmful to the interests of the general economy of the country. 

"There is, however, one aspect Lf the form and manne-r of protection to which 
we would like to make a reference ht're. The periods for which the diffHent Tcuiff 
Beards recommended protection ranged from 3 to 7 years. The scale of protection 
required was determined pfter considering the expected level of C. I. F. ptices of 
foreign materi<.'.ls in India during the period for which protection was recommended 
and the fair selling prices fer the products of the indigenous industry to give it a 
reasonable margin of profit. In the steel inC.lEtry it has invariably happened that 
tre estimates of C. I. F. prices and fall- selling prices made by each of the Tariff 
Boards were upset due to developments which were not foreseen at the time of the 
"Tariff Board's enquiries. Thus, fer example, while the scale of duties levied in 1924 
was intenC.ed to remPin in force for a period of three years it pro>ed inadequate on 
.account of further depreciation of continental currencies and appreciation of the 
Tupee in terms of sterling. Within six months of the grant of protection, therefore, 
the Tariff Board had to·be asked to make a fresh enquiry to recommend additional 
pwtection. 

" Again, while the protection 'granted in 1927 was intended to remain in force 
for a period of seven years, an increase in the rate of duty on galvanised sheets from 
Rs. 30 toRs. 67 per ton had to be sanctioned in 1930 on account of a reduction in 
the imports prices of galvanised sheets below those estimated by the Tariff Board~ 



In the same year, on account of the lower off-take of rails by the railways, which 
caused a considerable increase in the works costs and a reduction in the profits, the
fair selling price of rails had to be increased from Rs. 110 toRs. 130 per ton. 

" The Tariff Board could not have anticipated in the year 1927 the world trade
depression which set in the year 1929 and lasted upto 1933, causing a world wide 
reduction in the output, consumption and prices of steel. Again the major strike 
which took place in 19~8 ~the Steel Company's Wprks at Jamshedpur consider
ably reduced productwn, mcreased the works costs and caused considerable re-
duction in profits, thereby retarding the Company's development plants. -

· " The time lag which invariably occurred between the occurrence of a disturbing 
factor and the sanction of Government of suitable remedial measures. on the re
commendations of Tariff Boards appointed for the purpose, caused needless loss to the 
industry and precluded it from deriving the full benefit of protection. Much swifter
action on the part of Government is necessary to see that protection granted to an 
industry does not at any stage prove inadequate ... 

" We might also mention an instance in the h,istory of protection to the steel 
industry, when Government, for reasons known to itself saw fit to curtail the measure 
of protection below what was recommended by the Tariff Board after a detailed en
quiry. In June 1925 the Tariff Board had recommended a bounty at the rate of Rs. 
18 per ton on the weight of ingots produced for a period of 18 months, subject to a 
maximum of Rs. 90 lakhs. Government, however, sanctioned a bounty at the re
duced rate of Rs. 12 per ton for a period of 18 months, subject to a maximum of Rs. 
60 lakhs. . 

" On account of these and other factors, the protect_ion or assistance that the
industry actually enjoyed during the period 1924-33, was far below that recommend
ed by the different Tariff Boards. As a consequence the Company was not in a. 
position to pay any dividend on. ardinary and deferred shares for the entire period 
from April 1922 to March 1935, except for a dividend of Re. 1 per ordinary share
paid for the year 1926-27. For the period April1922 to March 1925 and, again, from 
Apri11928 to March 1930 even the second preference shareholders had to go without 
any dividend. 

" The Steel Company was, however, able to a considerable extent to make up 
for the past losses after 1933 by which time the world depression had passed and 
definite recovery had set in in the world prices of steel. The formation of the interna~ 
tional steel cartel on the Continent as also the armament manufacturing pro
grammes adopted by the European countries since 1937, further contributed to the· 
general prosperity of the industry the world over, in which the steel industry in 
India also shared . " 

Question 24. If you con.sider that the urulesircible features mentioned, if any, were due· 
to any defects or deficiencies in the control exercised by Gonrnment over 
the protected or assisted industries, please point out such dffects or de
ficiencies. 

In view of our replies to question 23b the question does not arise. 

Question 25. To what extent has the protection or assi.stance afforded to an industry 
resulted in :-

(i) Its progres.sit:e m£chanisation, 

(ii) the introduction of new economies and other t£chnical improvements, 

(iii) the optimum utilisation of indigenous raw materials and bye-pro-
ducts. 

Pka.sr. iUu-9trate with examples drawn from your knowledge or experience~ 
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· · The Steel Industry in India. has a.ii along followed the policy of progressive me

oehanization and the introduction of technical improvements with a view to reducing 
cost of production. This would be borne out by the facts given in the memoranda 
submitted by individual companies. The following, however, may be noted : 

(i) Installation of coal mixing bunkers in June, 1939 which reduces the cost 
of handling coking coal, has facilitated blend.i.:D.g and ,.enabled control 
of the coke plant at Tata Works. 

(ii) Installation of coke breeze fired boilers in 1944-45 at Tata Works as 
a measure of fuel economy. · 

(iii) Installation of normalising plant in the plate mill at Tata Works in 
1935-36. 

(iv) Introduction of duplex plant at the Steel Cj>rporation of Bengal. 
(v) Modernisation of the coke oven by instatfg a new set of batteries and 

ancillary plant at the Steel Corporation of Bengal. 
(vi) Establishment of a ferro-silicon plant at the M:ysore Works. 
(vii) Installation of a rod and strip mill at Mysore. 

(viii) Proposal for the establishment of an electric pig iron furnance at 
Mysore Works. 

(ix) Recovery of bye-products at Jamshedpur and Mysore. 

The above illustrations would indicate that the Steel Industry under the shelter 
of protection has introduced progressive mechanisation and· other technical improve
ments as economy measures. Along with the production of pig iron and steel, 
the consumption of indigenous raw materials like iron ore, dolomite, etc., has 
considerably increased. 

Que6tion 26. Has the protection or as6i.stance to our ind~tries introduced any sub
litantial increase in the supply of :-
(a) Technical personnel required by the industry, 

(b) skilled labour, 
(c) semi-skilled labour, 
(d) stabilised industrial labour force 1 

(a) Technical Personntl required by the industry.-The protection granted to the 
industry has undoubtedly led to the supply of technical personnel for the industry. 
In the initial stages the industry had to depend upon technical personnel imported 
from abroad. It may be pointed out that the Tata Iron & Steel Co., Ltd., set up a. 
Technical Institute at Jamshedpur in 1921 for the training of Indians for employ-

. ment in higher grade posts. Ever since its start the Institute has turned out a regu
lar team of trained Engineers to meet the requirements of the industry. 

(b) & (c) Skilled and semi-skilled labour.-The establishment and progressive 
development of the Steel Industry under protection has led to the creation of a skilled 
and semi-skilled labour force. The Tata Technical Institute also conducts an 
apprenticeship course for semi-skilled employees and they are also running a Techni
cal night school for the employees. 

(d) Stabilised industrial labour force.-Labour force at Jamshedpur, Hirapur 
and Kulti and Mysore is stabilised because the industry has offered them necessary 
facilities like labour quarters, security of employment, liberal terms of service, etc. 
The labour force employed by the Steel Industry may be regarded as stabilised. 

Question 27. To what extent, if any, has industrial research b€en initiat€d and foster£d 
by protected and assistt:d industries 1 

Since the main work in this field has been done by the Tata Iron & Steel Co., 
we have to only describe the facilities which have been provided by them. They 
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maintain the Tata. Control and Research· Laboratories where researches are being 
earried on on a large number of subjects. An illustration of the fruits of this research 
will be found in the fact that it has been possible to manufacture basic refractories 
from low grade chrome ore and nozzles and stoppers from clay etc. The Association 
would also draw the attention of the Fiscal Commission to the Memorandum 'sqbmit
ted by Tata Iron and Steel Co., Ltd., where detailed account has been given regar
ding the research work carried on by their organization. 

Question 28. Do you consider that the revenue tariffs imposed in tht. past have had any 
appreciahle effects on the growth and development of our industrie-s and 
on the course of our export and import trade? lf so, would you iUustrate 
your findings with some examples drawn from the trade or· industry of 
which you have knowledge or experience 1 

The Association have no comments to offer. 

-Question 29. (a) What were the broad effects of the~tarif! policy pursued by the Gov
ernment between 1923 and 1939, on tlu volume, character and yeogra
r-hical distribution of our import and export trade ? 

(b) To what txtent was the relative imr-ortance of our domestic and foreign 
trade affected by this policy during this period ? 

In so far as the effects of the tariff policy on the import and export trade of the 
iron and steel industry are concerned,· the Association would refer the Fiscal Com
mission to the reply sent on this point by the Tata Iron & Steel Co., Ltd. Beyond 
this the Association have no views to offer. 

Question 30. Do you think that the development of any of the protective industrits was 
hamptred by the policies pursued or the measures adopted by Government 
with regard to matterf ..• other than protection ? Please give examples. 

The Association have no comments to offer. 

SECTION D 

Factors in the formulation of a new Fiscal Policy-Import Control Policy. 

Question 31. What in you assessment is the relatit·e importance of the main changes 
in the pattern of our foreign trade which had taken place in the periods (a} 
1939-45 and (b) 1946-49 1 

In order to get an idea about the relative importance of the main changes in 
the pattern of our foreign trade during the war and post-war periods, it is necessary 
to state a few words about the pre-war position. India has been a supplier of 
vital raw materials to the world on a considerable scale and a bulk purchaser of 
manufactured articles from foreign countries. After the Industrial Revolution in 
Great Britain, India was made a market for British manufactures and plantation 
of supply of raw materials and food.stuffs to feed British factories and population. 
But this position was changed after World War I•when in spite of so many draw
backs, modern factories began to be installed. This progress of industrialisation 
gained strength and began to assert itself not only in India but also to a certain 
extent in foreiro markets with the result that our manufactures began to appear 
in the export list. In the case of jute in partic~ar India had a ~onopoly.. This 
tendency once begun gathered vigour and speed with the ~arch of tim~ and IS stea
dily continuing right up to the present day. The followmg table gives a clear 
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picture about the percentage of manufactured goods to the total trade both in 
exports and imports :-

Import Export 

1920-21 84%. 36% 
1924-25 76% 22% 
1928-29 73% 27% 
1932-33 73% 29% 
1936-37 75% 26% 
1939-40 56% 38% 

It will be seen from the above table that in 1920-21 manufactured articles con
stituted as high as 84% of our total imports and 36% of our exports. But the 
imports of manufactured goods dwindled to 56% and that of export increased to 
38% in 1939-40. The change brought about in the increase of export of manufac
tured goods is the result of our increasing industrialisation. 

In so far as the engineering goods are concerned, we have not been an exporter 
except in case of pig iron and iron ore. The manufactured articles which formed 
84% of the total value of our imports in 1920-21 declined to 56% in 1939-40. The 
import of industrial raw materials relatively increased from 5% in 1920-21 to 22% 
in 1939-40. The import of food stuffs incnased from .11% in 1920-21 to 22% in 
1939-40. , On the export side our export of manufactured goods declined relatively 
from 36% in 1920-21 to 26% in 1936-37 and the export of industrial raw materials. 
increased from 35% to 55%. 

This would indicate that Indian industries were developed mainly from the 
angle of producing those goods which were internally required and not for processing 
raw materials which are exported. 

But the period of War TI brought about a considerable change in the pattern 
of our foreign trade. The period between 1939 and 1945 was full of abnormal 
difficulties and the Government oflndia had to control imports for: (1) Conservation 
of foreign exchang eresources, (2) for meeting the war demand and (3) for utilising 
the available shipping space to the best advantage. The figures of exports from 
1941-42 show a marked drop in the export of industrial raw materials to 28% and 
an equally marked increase in the export of manufactures to the extent of 4 7%
During the war period on account of Government control for reasons of war, the 
foreign trade was hedged in and we did not have appreciable imports of manufac
tured articles which were either not required urgently or which could be procured 
locally. The result of this was that many new. engineering industries developed 
in the country. An example of this may be found in the case of machine tools~ 
small tools, various electrical industries, new types of special steels, screws, antimony~ 
non-ferrous metal industry etc., etc. 

After the termination of the war in 1945, the shipping difficulty largely dis
appeared and the supply position in the ·western countries which were our main 
exporters had considerably eased. In 1946 Government of India considered that 
import control could be sufficiently liberalised to meet the pent up demand in the 
country. The system of Open General Licence was extended to a large number 
of commodities in1ported from all sources. The total value of licences issued 
during the 12 months ending 12th March, 1947, was about a thousand 
crore of rupees. It might be that the licences issued were not fully utili~:ed 
but the result of this policy was to impose heavy burden on India's foreign exchange 
resources. In this connection reference may be made to the famous Hydari ::\Iission 
which went to England and America and negotiated for the import of a large number 
of consumer goods. The country was flooded with imports of all sorts of commo
dities. In 1947 the entire position was reviewed and tbe Govemmf!nt· oecided to 
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limit imports to the current earnings of exports plus the transfers from the sterling 
balances. The position of restricted imports continued till July, 1948. During 
this period a. large number of industrial raw materials and plant and machinery 
were imported. But again in July, 1948, the Government reviewed their import; 
policy in order to import a large number of articles to fight the inflation. This 
again resulted in the Indian Market being flooded with imports and the result was 
ruinous both to the Government and the public. The country paid for the hucre 
imports through her nose and in May 1949, came a. time when the Governme~t 
of India were faced with an economic crisis without parallel in our economic history. 
Import control was again tightened and the position so much worsened in September, 
1949, that India had to devalue her currency along with the sterling. 

From the above narration of the pattern of our foreign trade during the war 
and post-war periods it would be clear ~hat in the first period the importance of the 
change in the pattern of our foreign trade lay in the development of new industries 
in the country specially in the field of engineering and chemicals and in the second 
period as a. result of unstabilised Government import policy industrialisation got 
a. severe shock. · 

Question 32. Would you precisely analyse the effects of (a) legislative and (b) admini.t
trative measures relating to the control and regulations of our foreign trade whia 
Government ha?:e had to adopt during theke 1-eriods on (a) our impcrt and eXJ=orl 
trade and (~) the grouth and det·elopment Gf Gur indusfries1 

-. 
The effect of Government control on our import and export trade has been dealt 

with in our replies to question 31 above. In short the pattern of our foreign trade 
has considerably changed as a result of these measures except for periods of great 
abnormality when Government acted on their own without consulting the interests 
of trade ai1d industry in liberalising or tightening all controls. The import control 
policy has resulted in the import of a large number of capital equipment and indUS.: 
trial raw materials. As we have poin~d out above, the import policy of the Govern
ment has resulted in our receiving a. large number of consumer goods in the shipping 
periods of 1946 and in July-December, 1948 and till June 1949. These were the 
two darkest periods in the economic history of post-war India when the country 
was flooded with cheap American and English goods which disorganised a large 
number of Engineering Industries in the country. 

In so far as the effect of the control on export is concerned, during the war it 
served a very good purpose of conserving the local supplies for civilian and military 
needs. The development of export trade has been considerably hampered as a. 
result of these controls and it is heartening to find that the Government of India. 
has decided towards relaxation of export control in order to earn foreign exchange. 
The Government of India had recently appointed an Export Promotion Committee, 
the report of which has already been submitted to the Government and the Govern .. 
ment have already taken action on a large number of their recommendations. The 
Association feel that our export trade is likely to develop as a result of the measures 
announced recently by Government. ' 

So far as the effect of the Government control on Engineering Industries is 
concerned, the Association would record their appreciation that as a result of scarce 
conditions created by the stoppage of imports a large number of Engineerip.g Indus
tries had come into being during the war. In the earlier section of this memoran
dum, the Association have pointed out the development and gwwth of various 
Enrrin.eerin(J' Industries which have developed during the war. The example of 
the~e would be found in the development of Alloy and Tool Steel Industries, small 
Tools and Machine Tools, 'Vood Screws, Expanded l\Ietals, non-feuous l\Ietal 
Industries a lar(J'e number of Mechanical Engineering Industries like Diesel Engines 
etc.,. Elc~tricai"Industries particularly Electric Motors, Transformers and Switch 
Gear etc. The growth of these Engineering Industries was checked as they were 
faced with a serious competition from cheap foreign p~oducts in the last two years. 
18 M. of Com. 
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Question ~3. To what extent had these changes affected the fundamental premises on 
whtch the recommendations of the Indian Fiscal Commission 1921-22 were 
based:? Please illustrate your reply with exam:ple drawn from the trade or indus
try U:ith which you may be concerned or ab(Jut which you may possess adequate 
knowledge. 

The fu:ndamental premises on which the recommendations of the Indian Fiscal 
Commissioi)[ for a policy of discriminate protection were based were :-

(1) '1~hat an industry must be possessing natural advantages such as an abu:n
dant supply of raw materials, cheap power, sufficient supply of labour 
and a large home market. 

(2) 'I~he industry must also be one which without the help of protection either 
is not likely to develop at all or is not likely to develop so rapidly as 
desirable in the interest of the cou:ntry ; and 

(3) l~inally, it must be proved that the industry will eventually be able to 
face world competition without protection. 

In so far as the change in the pattern of our export trade is concerned 
the interest of the nation requires that we must export manufactured 
commodities in order to earn foreign exchange resources to pay for 
our capital equipment and industrial raw materials which we are 
not able to manufacture inside our cou:ntry. This would mean that 
even though an industry may not be enjoying natmal advantages in 
regard to the supply of raw materials, cheap power or anyone of them, 
it is very necessary that that industry should be developed for catering 
to the needs of foreign markets. For the development of such an 
industry it may be necessary that raw materials should be imported. 

An example of this will be fou:nd in the case of plastic Industry where the raw 
material namely moulding powders are not available in the cou:ntry. India's Plastics 
Industry has been built up with the help of imported raw material and it is now 
building up export markets in the neighbouring cou:ntries which would earn foreign 
-exchange resources for the cou:ntry. Therefore, in the case of such an industry 
the availability of raw materials inside the cou:ntry in order to enable it to receive 
.State protection should not be a necessary condition. Similarly in case of other 
Engineering Industries which can easily cater for foreign markets, it may be necessary 
to import steel because of shortage inside the cou:ntry. The Association, therefore, 
feel that due to the necessity of our having to export a large number of articles in 
«der to balance our payment position, it may be necessary for the Government 
to relax some of the conditions imposed by the Fiscal Commission of 1921-22. 

-Question 3!. In the light of your appreciation what is the r~lative importance you 
attach under the present day conditions to the Governmental measures for the pro
motion of our trade ar.d industry u:hich may be broadly classified under the 
follouing heads:-(a) Fiscal mea~ures and (b) non-fiscal measures. 

The policy of laissez fait·e u:nder which the Government of a country has not 
to interfere with the industrial and commercial aspirations of the cou:ntry is dead 
and gone. In the present day economic conditions of the world, the Government 
of every country has actually assisted the promotion of its trade and commerce. 
It is therefore, not necessary for the Association to emphasiEe the importance of 
·Governmental interfrrence for the promotion of our trade and industry. Private 
-enterprise has already given place to controlled economy and it is very necessary 
that our Governmu.t actively fmpport the industrialisation of the country both 
by :fiscal and non-fiscal measmes. In the opinion of the Association non-fiscal 
measures have more importance than the fiscal measures especially on accou:nt of 
partition which has created for India. two land frontiers one on the East and the 
()ther on the West, the result of which would be that the Emugglers trade would 
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flourish and the fiscal measures adopted by the Government would not fully meet' 
the requirements of the situat_ion. It is apprehended that if the Fiscal Commission 
recommends help to our secondary industries by heavy protective Import duties, 
the smuggler's art will make small the protective· wall, since the long boundary 
lines between the Dominions of India. and Pakistan have become the life lines of 
the smuggler's enterprise. It is to be understood that partition has made protection 
by import duties of small avail for many industries. For instance f we raise the 
protective duty on cycles in the Indian Dominion say to 60% while in the Pakistan 
the duty is 20 %we will find thousands offoreign cycles wheeling down from Pakistan 
into the Indian Dominion. Suppose India wants to protect th~ Jlbearing industry 
in India by raising the import duty to 70% while the Pakis ~ import duty is only 
10% we will then stimulate the Pakistan smuggler to ply a , r:·rv profitable trade with 
India with this easily concealed material, which is very smrtll in size but costly in 
price. We thus come to the paradox that it is not so much the import duties in 
India that will ultimately protect Indian industries as the Pakistan imp:>rt duties. 

Question 35. Would you indicate the extent to which an appropriate tariff policy can 
further our foreign trade and assist in the development of our indu.stries ! 

The Association strongly believe that an appropriate_ traiff policy suited to the 
country will go a long way in the development of our industries and m building up 
our foreign trade. What the Association has in mind. is that if Government assist 
the development of our industries both by fiscal and non-fiscal measures and actively 
support the development of our export trade, it would greatly benefit the country. 
There are a large number of engineering industries which have been established in 
the country during the last 10 years and most of them are in a position to export 
to the neighbouring countries: If restriction on imports is placed and standar
disation of quality is achieved, export trade is bound to develop. The-Association 
are not in a position to say if aw country has developed her industries without 
active Governmental assistan<'e. 

Question 36. What in your judgment should be the objectives of tariff policy in short 
period! 

In the judgment of the Association the objectives of tariff policy in the short 
period should be: 

( i) to accelerate the pace of industrialisation in the country; 

(ii) to introduce mechanisation in agriculture for the Association believe 
that human flesh and blood should not be required to do the job 
which iron and steel can do; 

(iii) to raise the standard of living of the ma~ses; 

(iv) to aim at fuller employment of India's teeming population. 

Q.uestion 37. The minority report of the Indian Fiscal Commission 1921-22 expressed 
the view that there should be an un1Jualified pronouncement that the Fiscal 
Policy best suited for India is protection. Do you agree with this¥ 

The national aspirations of India have all along been towards following a pro
tecth·e tariff policy for the country. It has always been the hope of Indians who 
have the best interests of the country at he2.rt that a free India. will follow a protective 
policy. The country till 1947 had been groaning under the hardship of a virtual 
free trade that had been imposed upon her by her rulers in their own interests. 
Indian economy has been exposed to the full blast of foreign competition and all 
such the country's industrialisation has proceeded at a very slow pace. Under the 
present circumstances the Association strongly believe that the Fiscal policy best 
suited for India is protection. It is very necessary for free India. to follow a. 
protectionist policy for some time in order to catch the arrears of our growth the 
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various sectors of our economy and having risen to the- full economic stature it will 
be easy for us to give up the crutches of Fotection. It 8hou1d not be understood 
that the Association plead for a dosed economy. In the preparatory period we 
too need have only a controlled economy. 

Question 38. If so, what principles and conditions- would you lay down f01" 
regulating the grant oj protection or assistance1 

In the opinion of the Association the conditions for regulating the grant of 
protection or assistance should be the same as laid down by the Government in their 
terms of reference to the Tariff Board appointed in 1945, as these conditions can 
·cover almost any industry in the country which is worth development. The Asso
ciation would, however, suggest a liberal aDd helpful outlook by the Tariff Board 
and the Government. This becomes necessary because interpretation of the condi
tions might create difficulty for an industry which otherwise is eligible for protection. 
For instance the phrase "Within a reasonable time" is a vague one. An industry 
might take 20 years to develop sufficiently to carry on without State assistance or 
protection w.bereas another industry might be able to do it within 5 years an~ 
therefore, what is reasonable trme rs a matter which depends upon the circums
tances of each industry. 

The Association, however would like to make it clear that protection should 
not be indiscriminate to any and every industry. Moreover, what is very necessary 
is that the Indian Standards Institution lays down the standards at an early date 
for all the articles manufactured in India and a highly qualified technical expert 
should be attached to the Tariff Board for purposes of determining standards, speci
fications and qualities of the p10ducts of such industries which go for protection. 
At the present moment the Tariff Board does not have any means of determining. 
it except to ask for consumers views which under the present circumstances of the 
country do not carry it far. It is, therefore, neccst>ary that standard tests carried 
on by the Tariff Board Officials themselves coupled with the views of the consumers 
should be the criterion of standard quality. 

lD regard to the cost of protection the Association would like to emphasise the 
fact that nothing is morE costly to the nation than the export of its 
capital and resources to foreign countries in exchange of their goods and 
se:rvices. If ii. couJJ.try were t" depenci. for all time on impo!"ted articles, her future 
would always be in danger. The eost of prowct!'"lu to the community at large has 
n')t been scientifically worked uut by any T!!.riff Board so far. To the mind of the 
Association it would appear that the cost of protection to the community is perhaps 
the measure ·of the difference between the landed cost of the imported artiCle and 
t.be fair selling price of the indigenous product. The question, therefore, naturally 
arises "'hether an Indian shduld go on paying for sometime X plus Y, Y being the 
measure of protection or he should send out of his country X for all times. The 
reply to the question is obvious. If Indm's teeming millions ha>e to be provided 
with employment, if the stand2,rd cf living of the masses has to be raised, and if 
the national dividend of t.be country has to be increased, increased industriahEation 
is the only remedy and in('reased industrialisation in its turn derends ur:on protE·ction~ 
The Association have no doubt in their mind that the community has to shoulder 
this burden. gladly. 

Quest-ion 39. Jruuld ymt, in the aFplicaticn of tl11> fcm.tda cr :_r,rir;ci1hs. I} c·t.y, cr 
in the administration of the policy in general. like s:_r,eciul cm1sidtraticn cr J.-rio
r-ity to be given to any particular classes of indttstry? If so, please narne the 
cia.sses. 

· The Asbv.:mtion would. like to gh·e srecid consideration to the needs of basic 
industries first. There~,fter :::hould rome the associated and secondary industry 
and the lvst ·c,f &ll industries producing consumer goods. But the As::.ociation are 
conscious of a danger in makinp- the above statemiont. Everv industrv is important 
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for the nation and no hard and fast rule can be laid down in regard to tlie grant o£ 
protection with regard to special consideration or priority. 

Question 40. Do you agree with the view that the gram of protection should not be con
fined to infant industries but should be considered if necessary even before an 
industry is established or when proposala for its establishment are under cons£. 
dereation t 

The Association do not agree with the view tha.t grant of protection should 
be considered for an unborn industry. At least no question < f protection should 
arise by customs tariff. There. are so many ways open to the Government to help 
the growth and development c.f industries and the Association would recommend 
the application of only non-fiscal measures in case of unborn industries. 

Question 41. Please indicate your vlews on the various altef'1Ul,tive metlwds of protection. 
e.g.:-

(1) Protecti.- mport duty. 

(2) Bounty or lfUbsidy. 

(3) System of pool prices e.g. the aluminium price pool which was introduced 
till recentl!y. 

(4) (a) Quantitative re&triction of ~port based on guranteed market for ae 
least a percentage of domestic production when such~quantitatiwe restrie
tions can be imposed without conflict with pre-existing agreements or 
commitments. 

(b) which oj'these methoda should be the normal methods. 

(c) would you like the appropriate method to be determined in each case on its 
merits, if so what tire the conditions y(JU would like to bear in mind in 
selecting the method of protection! 

(a) The best method of affording protection to an industry, in the opinion o£ 
the Association, with certain reservations, is by protective import duty. Bounty 
<>r subsidy can also be granted in certain cases. The system of pool prices is un
workable in actual practice except in very selected commodities like virgin metals. 
There are a. large number of articles and in each article there are thousands of dealers 
a.nd it is very difficult to work this system for industries seeking protectior. The 
Association would like to make it clear that the system of quantitative restriction 
<>n imports should be applied in almost all the cases. The reason for this recommen
dation of the Association is that the restriction of imports has a great bearing on 
the :psychology of the consumers. Moreover, guaranteeing the Indian market for 
the mdigenous product is the least tha.t Government should do. In the present 
circumstances of the Indian industries specially in the field of engineering, Indian 
industry cannot be expected to compete with the quality products of the 
West which have been in the field for centuries now. Quality is a. matter of ex-
perience in technical skill and know-how. · 

((>) The normal method of protection should be a combination of protective 
import duty and restricted imports. · 

(c) The Association would recommend the appropriate method to be deter. 
mined in each case on its merits. The conditions which a. Tariff Board should keep 
in mind in selecting the method of protection should be-

{i) that the industry is one which without that particular method beiD.g 
applied cannot hope to exist. An instance of this would be fo'qnd 
in the case of industrial plant and machinery where consumers are 
.expert people and they would not care for a new Indian article so long 
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as they can have access to imported machines. It may, therefore. 
be necessary to restrict the market for imported articles, 

\ 

(ii) that the industry is one where the grant of protection by protective 
· import duty or by restriction of imports would be a heavy burden on 

the consumers. In such a case only subsidy may be desirable, 

(iii) that the cost of raw materials and labour compare propOl'tionately less 
to the cost of the total product, and 

( iv) that there is a world mono,Poly in a product or in the acquisition of raw 
materials. 

Question 42. What should be Government policy and procedure where the situation 
calls for only safeguarding or anti-dumping measures as distinct from subs
tantive protection whether for small scale or large scale industries 1 

In such circumstances the Government policy should be to prohibit imports 
temporarily. 

Question 43. (a) What place would you assign to export duties in the Tariff system in 
the future 1 

(b) Would you advocate export control (by·duty or otherwise) for the purpose 
of: 

(i) safeguarding the domestic consumer against critical shortages, 

(ii} conservi~g domestic supplies of raw materials for utilisation by domestic 
·industries. 

(a) The purpose of export duty is twofold. In the first place they are mainly 
revenue and in the second place they are imposed for countervailing any currency 

.. measure which the importing countries of Indian commodities might adopt. The 
.Association would, therefore, recommend that export duties should be sparingly 
imposed and in any case their action should not be to hamper exports. 

(b) The Association quite agree with the view that in case of critical shortages 
·export control should be utilised for making the supplies available to the domestic 
·consumer. In so far as the second question regarding conserving domestic supplies 

· of raw materials for utilisation by domestic industries is concerned, a large number of 
considerations come in. For instance the relative rmportance of the pru:ticular raw 
material m the export trade of the country, the importance of the consuming domestic 
industries, the price of similar imported articles etc. On account of such factors 
the Association would not like to make any definite observations on this question. 
But the matter can be thrashed at the time of the oral evidence_ 

Question 44. What fiscal measures, if any, would you recommend to enable an established 
industry to maintain its exports¥ 

No hard and fast rule can be laid down regarding the application of any fiscal 
measures for maintenance of exports by an esk.blished industry. Each case has 
to be judged on its merits. 

Question 45. Have you any comments on the method by which the TariJ.f Board at presem 
fixes the quantum of protection¥ (The method of the comparing the fair selling 
price of the domestic product with the landed cost of the imported product.) 

IIi. the first place the Association would like to register their objection on the 
method by· which the cost of production of an indigenous commodity is arrived at. 
The objections of the Association are based on actual experience of having conducted 
a lar(l'e number of Tariff enquiiies. · At present the Tariff Board takes into considera
tion the cost of l&W materials, labour charges and overheads, interest on working 
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capital and a cerbin percentage on hlock. Tbi>1 lt'aves out of consideraticn som 
items of expenses like sellmg exp<'nses etc. It m·'·Y be noted that the landed cost 
of the fJr<'ign article is a price which includes the commission to the agent in In<llij. 
os well as the profit of the manufacturer in foreign countries. The Association 
undc·rstand that the Sf lling agent's commission iu India is very high iu almost 
all the imported articles. This fact gives a. great competiti\e stren6rth to the dealer 
in competing with the indigenous product iu the country. The resdt is that the 
quantum of protection arrived at by comparing the landed cost with the cost of 
production of the indigenous product does not give su:fficif"nt relief Moreover, 
the T<-riff Board takes the landed cost of a commodity on a p:::.rticula1 date from the 
Collector of Customs, which method is not at r.ll correct bcc2.nse the competitioa 
which. the Indian industry has to face is from not :1 particular consignment but from 
the available stock m·the country. The Tariff Board does not make any effort 
to find out the trend of p1 ic<'.S in future with the result that m somC' ~ses the protectioh 
granted does n(lt rome to much. A Jlf'Iueal of some of the Tariff Board reports will 
convince the Fi,;cal Commissicr_ tLr.t in a. lai·ge number of cases the estimates ·m 
rost of production for the future hii.\ t· been falsified invariably. The result has been 
that the quantum of protection grc.nted has not at. all helped the industry. Ra18 
of profit allowed to the Indian industry has been another factor in Iestri<ting the 
grol\1h of engineering industries. ,The Association, thuefore, would urge that the 
Tariff Board should be instructed to find out the landed cost over a period and not 
on a particular date. Similarly, iP.. consi1ltation with some Cost Accountants ol 
repute a certain standa1d formula. should be adopted in order to guide the Indian 
industries to present their accounts before the Tariff Board. 

Questian 46. Would you recommend t:ariations in duties to meet t;ariations m impor&· 
ros~1 · 

Yes, the Association would strongly recommend that the import duty should 
be varied according to the landed cost of the various foreign products in the Indian. 
market, and this should be done almost immcdiat;{)]y. Tbe industry should nJt w 
required to move the Government f!Jt' this purpose. There should be an administrd.-
tive department attached to the Ministry of Commerce whose main duty should be· 
to get daily reports from the port towns and watch the progress of the foreign prices in. 
order that they are enabled to effect the variations witbou,t much difficulty. · · 

Q~WJtion 47. Where protection is to be given by tariffs, u·hat are the consideration~!~ U'hida. 
you think slwuld govern the choice between the various alternative Joms of duty· 
such as specific, ad valorem, compou'lld etc.1 

Customs duties when they are utilised for giving protection to an indigenous 
industry may take one of the two forms. They may be either specific, that is to 
say, a definite sum to be paid for a definite weight or measure of the commodity or 
they may be ad valoreJm in which case the duty is expressed as a percentage or· 
the value of the commodity. The advantage of a specific duty consists in the case 
and certainty with which it is collected. The customs officials can easily know that 
the duty to be paid is so much. There lS less likelihood of a dispute arising between. 
the Customs Authorities 'and the importers. In c~se of ad valorem duties the main 
difficulty lies in ascertaining fairly accurately the value of the goods to be assessed. 
Fmther thP ssstem of ail valorem duties involves certain disadw.ntages to the im-
porter. A rise in the price of the commodity means a corresponding rise in the duty 
paid. On the other hand specific duties suffer from obvious disadvantages. Vi'hen 
prices are fluctuating considerably, a spec~f!c duty results in continua~ changes in. 
the rate of duty. From the point of view of Government revenue ad V(l.lOrem system. 
is probably more advantageous. 

From the point of view of protection the system of specific duty gives no assur-
ance that the intentions of the Government WJll be earrted out. If the gener-:llevel 
of prices 1ises tre full protection d<'signed by the Tariff Board may not be ~afforded~ 
On tbe otller hand if the general level of prices falls the protection may prove ex
cessive. 
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From vll these difficulties it would appear that it is not easy to pronounce any 
judgment on the utility of eith<:r of the two duties. The Association on the whole 
would recommend that once the Taliff Board have come to the conclusion that an 
industry has to be effeetively protected they should recommend the tyFe of duty 
which would be most desirable keeping in view all the circumstances of an industry 
to be protected. 

Question 48. What do you think of the utility and practicability of trariff quota81 

In the opinion of the Association what the Fiscal Commission have in mind 
is the utility of import quotas under which it may be laid down that the maximum 
.amount of the commodity which may be imported during a given period would be 
so much. The Association feel that in cases where the restriction of imports is 
-considered as necessary for protecting a certain industry which does not meet the 
total demand of the country and where the total demand can easily be ascertained 
.import quota may be utilised with advantage. Quotas have certain advantages 
inasmuch as the home producers can exactly know what quantity of imports will 
come in but here are certain disadvantages and the Association would, therefore, 
-recommend that quota system should be utilised with care and caution . 

.(Juestion 49. Wo-uld you like a minimum or maximum duration to be laid down for 
protective measure ? 

No. Each case should be decided on its merits. 

-Question 50. Are you satisfied with the exuting system of revenue tariff classification! 
If not, what are its deftcts and what changes Wo-uld ycu svgge.~t ? Can t"M 
existing system be so modified as to reduce the b?Arden on the e<msumer witlunlt 
any appreciable loss of revenue to the public exchequer ? . 

The first part of the question is not clear. In so far as the reduction in the 
I'evenue duty is concerned the Association feel that they can be modified but this 
would require expert ex.$\.mination for which the Association would suggest the 
.appointment of a Committee to go into this question in detail. 

Question 51. Having regard to : 

(a) the future structure of our foreign trade, 

(b) the anticipations relating to the course of International Trade (underlying 
the Hat•ana Charter on Trade and Employment), and 

(c) the broad linP.S of industrial policy as laid down in the statement of the 6th 
April, 

would '!fGU attempt a formulation of the objectives of our long term Fiscal 
Policy? 

This bas already been covered in reply to questions already answered. 

Question 52. In order to facilitate the objectives of our fiscal policy do you think it W01lld 

be ntcessary for Government or quasi Gcvernment in.stitutions to participate in 
foreign trade : 

(a) in the short period, 
(b) in the long period. 

In the opinion of the Association it will not be necessary for Government In
stitutions to participate in foreign trade except in abnormal circumstances. 

Question 53. If your answer to the above question is in the affirmative, what form 
Government or quasi Government organisation wculd you recommend? What 
will be the limits to thtir activities and what conditions, if any, would you im
pose on their functions? 

In view of our replies to question 52, the question does not arise. 
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SECTION E 

Non-fiscal measurea for the promotion of Trade and Industry 

·!Jueation 54. The Indian Fiscal Commission of 1921-22 suggeated several " supp'lb 
mtntary measures" as an aid to the tariff policy which they had recommended. 
~ ould you enumerate the non-fiscal measurea that Government should now adopt 
tn furtherance of any approved fiscal policy both in the short period and in. 
the long period? 

In the opinion of the Association the non-fiscal measures that Government 
,should adopt for the promotion of our trade and industry should be:-

(a) to lighten the burden of railway freight rates, 
(b) improvement in land acquisition facilities for development of industries, 
(c) provision of technical training, 
(d) establishment of a Labour Academy 

0 
for training Trade Union Offi. 

cials, 
(e) modification in some of the existing lawsorelating to industry, 
(f) reduction in taxation, 
(g) provision for adequate supply of controlled raw materials for construction 

of new factories and for regular production, 
(h) supply of cheap power, 
( i) provision for technical training by Government Ordnance factories, 
(j) Government purchases should invariably be made from local sources. 

1Queation 55. In particular have you any specialsuggeations to make as to how Govern
ment could facilitate :-
(a) the supply of easf.ntial iMustrial raw materials where these are not readily 

available in the country, 
(b) the supply of tssf.ntial plant and machinery, 
(c) the supply of cheap fuel or power, 
(d) the production cf cheap, adequate and quick transport both for the movement 

of raw and semiprocessed materials and their finished products made 
available undf.r a schf.me of rationalised freight structure, 

(e) the supply of techncial personnel of di!fl.rent gradea,, 
U) the supply of technical information abcut industrial methods and pro

ce<ssEs, 
(g) the supply of industrial finance both for use as block and as working ca

pital? 

(a) Under the present conditions of control, the Association suggest that the 
'least that Government could do to help the development of engineering industries 
·is that licences should be issued expeditiously for importing raw materials which are 
not available locally and the customs duties should be made light. In so far as 
the supply of iron and steel is concerned, Government should rationalise its d.istri-

0 bution in consultation with the industrial organisations of the country. Engineer-
ing Industries have been practically starved since 1945 and there would be very 
few industrialists who would venture out in new fields, unless the existing situation 
.improves. 

(b) In regard to the supply of essential plant and machinery there ha.ve 
been very few complaints received by the Association and the Association feel tha.t 
the development of plant and machinery industry inside the country is very necessary 

cin order that local industries may nut have to depend upon foreign supplies of such 
.machinery as can be manufactured within the country. There are enough resources 
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available inside the country and the report of Mfs. Ford, Bacon & Davis which 
has been submitted to the Government of India would indicate how our industries 
can be developed for the purpose. 

(c) So far as fuel and power are concerned, so long as Government continue 
their fixed selling prices of coal neither coal nor electricity can be cheap. Industries 
have been clamouring for declaring the present fixed pnces of coal as maximum 
prices in order that any deal below the maximum prices may be legalised, but Go
vernment have not so far cared about it. In so far as the development of thermal 
power stations and hydro works are concerned, the Association look for Government 
schemes to fructify. 

(d) The Association very much wish that there should be cheap, adequate and 
quick transport and for this purpose it is necessary that the Indian rivers should be 
made navigable throughout the year. This would along with the railways improve 
the transport situation in the country. 

The freight policy underlying the railway administration and transport requires 
immediate revision. It was framed long ago mainly with a view to helping the 
export of our produce and the import of foreign materials when Indian industries 
were in infancy. Now since many of them have reaehed maturity and further rapid 
industrialisation of the country is a necessity to minimise the evil of unemployment 
which grows with the growth of population, the situation urgently requires a ·different 
orientation of the freight policy which should be set definitely and purposefully 
to accelerate the industrial progress of the country. In the vast sub-continent of 
India, it happens that some important industries are situated far from the industries 
.consuming their products and it also happens that some important industries and it 
also happens that some essential raw m::tterials are found far from where they are 
required. A wise national freight policy would adjust its freights to ease such posi
tions and not insist on arranging freights on the basis of what the traffic can bear. 

To summarise, the outlook of Railways requires drastic change ; the considera
tion in future should not be how a certain policy will affect Railway budgets but 
how it will help existing industries and promote further industrialisation ; the in
dustraial giant, when once on the move, will carry with ease many a budget deficit. 
Unless the whole structure of freight policy is changed it is net possible to indus
trialise the country to a large extent. It is significant to rem:1rk here that with 
the same sea freight from the U.K. to any port in India from Karachi to Rangoon 
imported articles are available at the same price in all the port towns and their 
neighbourhood. With the present freight policy they find an immediate and even 
distribution throughout the country at a very cheap cost. Similar products locally 
manufactured work at a disadvantage. An imported fan, for instance, could be 
easily distributed all over the country for the same price but an Indian fan will have 
to pay Rs. 5/- to Rs. 8/- as freight from Calcutta to any upcountry town. This 
works as a subsidy for imported articles. It is high time that the whole railway 
freight policy of the country should be revised. River canals and water courses . 
should be developed and a net work of well co-ordinated rail, road, and water trans
port system should be evolved while coastal marine traffic run by Indians should be 
organised to meet the growing demand of Indian industries. 

(e)' For the supply of technical personnel of different grades, Government of 
India have already taken action in establishing 4 high powered technical Institutions 
and the Association hope this would meet the demand of Indian industries for tech
nical personnel. Moreover, as the Association have elsewhere suggested Government 
should appoint Industrial Engineers at important cities like Bombay, Kanpur, 
Calcutta and Madras to advise and assist small scale industries. 

(j) If the Industrial Engineers are appointed and a small statistical office ia. 
attached to them, it would t~ke care of the supply of technical information. 
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(g) In regard to finance, the Associaticn do not wish to make any detailed 
observations as it is a patent fact how Government action has already dried the 
sources of our finance. One point, however, which the Association would emphasise 
is that contractors' bills for the supply of stores to Government should be paid for· 
immPdiately. 

Question 56. How and to what extent could the trade and industry co-operate with GO?J
ernment in the provision of such facility? 

The Association have no particular views to offer. 

Question .57. Do yon think any special types of organisation would be necessa.ry ? 

(a) to secure this co-operation betu·een the industry and trade, and 

(b) to provide for the orderly supply of the facilities enumerated in question 55 
or for the supply of such other facilities as may be considered necessary. 

In the opinion of the Associ::ltion the existing ·9rganisations like the Import 
Advisory Council, the Export Advisory Council, the. Central Advisory Council of 
Industries, the Development Committees ::.re taking good ca1e and for the present 
it is not necessary to add to them. 

RECTION F 

Fiscal policy in relation to Commonwealth preferences. 

Question (J8. What are your general views on the subject of Imperial Preference-par
ticularly in the li;ght of the principles underlying the General Agreement on Tariffa 
and Trade and the Havana Charter on World Trade and Emplo'yment ? 

-- . ' 
In view of the changed economic lind political conditions in the world as well as. 

in India, the entire question of Imperial Preference and the General Agreement on 
Tariff and Trade and the Havana Charter on World Trade and Employment neces
sitate a new approach. Owing to growing importance of manufactured articles in. 
our export trade and the entry of industrial raw materials in our import trade pre
ferences should be entered into witlJ,.. a careful eye in the national interest. They 
should be reciprocal and mutually advantageous. 

Question 59. The Indian Fiscal Commission of 1921-22 recommended that if the polic'!{ 
of Imperial· Preference was adopted on the lines indicated in their Report. its 
application shonld, be governed by the following principles :-

(a) that no preference should be granted on (J;ny article without the approval of the: 
Le;gislatwre ; 

(b) that no preference given in any Wa'lJ should diminish the protection re,quweii 
by Indian Industries ; 

(c) that preference should not intJolve on balance any aJppreciable economic to 
India. 

On the assumption that the scheme of I•mperial Preference is continued, would you 
consider the ab~e principles adequate ? lf not, would you f01'mulate a compre
hensive set of principles that may be applicable to the circumstame.s of the 
present 1 

The principles that the Association would recommend to guide any scheme of 
preferences may be enumerated as follows :-

(i) Preferences granted should not reduce the quantum of protection enjoyed 
by the Indian industries. 
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(ii) More emphasis should be laid on preferences to be obtained on industrial 
ra.w materials and capital equipment and machinery. 

(iii) The preferences should not lead any foreign country to discriminate 
against us.'" 

(iv) Finally, such agreements should help the iD.dustrialization of the oountry. 

((Juestion 60. Would you make a broad analysis of the effects of the preferences grante4 
and rec~ived by India and U.K. respectively under the Indo-British Trade Agree
ment of 1939, as 'modified by the provisions of the General Agreement on Tarif!l 
and Trade under the following heads 

(a) Expansion of trade; 

(b) C'ustoms revenues ; 

(c) Price levels of preferred commodities ? 

-Question 61. Please attempt a similar analysis in respect of the trade between India Oft 
the one hand and the other Commonwealth CO'Untriea and the British colonies ma 
the other. 

•Question 62. In what direction and to what extent do you think the preferences on imporll 
into India h'lve affected the burden on the Indian consumer ? Could you attempl 
a qU'lntitative assessment ·with reference to some major preferred imports? 

·Qustion 63. Is it possible to mafce a similar estimate of the extent to which our exportl 
have expanded as a result of the preferences received by us in the U.K., the Domin
ions and the other British territoriea? 

"Question 64. A part from the economic advantages that may be derived from these mutual 
preferences do you think that they confer any bargaining strength on India vi'l-a-vl. 
(a) the' United Kingdom and other Cdmmortwealth countris and (b) non-Cdmmon
wealth countries ? If so, please illustrate your an8wer with some examples. 

-Question 65. (i) In the light of your replies to the abor;e questions would you formula;t,e 
your views on the desirability of continuing the existing system of preferences 
between (a) India and the United Kingdom, (b) India and the other Dominions, 
and (c) India and the other British territories? 

(ii) If you are ,not in favour of continuing the existing system, what modificatiO'M 
would you suggest? 

The association have no views to offer. 

SECTION G 

Treatment and obligations of protected and assisted Industries 

-Question 66. (a) Do you consider that industries receiving protection or assistance 
from Government owe a special obligation to the rest of the community as re
gards the manner in which they render their services ? 

(b) If so, please state your views as to these obligations under the following he,a,M :

(i) price policy and price structure ; 
( ii) wages and conditions of labour ; 
(iii) adoption of technological improvements 
(iv) initiation of research in the technique of production and distribution; 
(v) training of apprentices and Government Scholars and stipendiaries; 

,(vi) control ot:er the distribution of the production of protected industries i11 
certain contingencies. 
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(a) Yes, industries receiving protection or assistance have obligations to the
community in general. 

(b) (i) The Association agree that the price policy of the protected industries
should be helpful to the consumer.· In this case the Association would 
draw the attention of the Government to the protection granted to· 
the Iron and Steel Industry. Before the industry got established. 
~ the country, the foreign manufacturers of steel were charging· 
higher prices but after the grant of protection the prices of foreign. 
products tended to fall and what is more interesting to note is that 
to-day the price of Indian steel is the lowest in the world. 

(ii) In the opinion of the Association there is no necessity of making any· 
special provision for the treatment of la.bour employed by protected 
industries. The consumer dictates the terms and if the community. 
can afford to pay its labour handsomely, the Association feel, pro
tected industries wou}.d not deny fair return to labour. 

(iii) &: (iv) The protected industries have already done commendable work 
in the field of research. For instance the Association would like to 
refer the Fiscal Commission to the worli:.done by the Tata Iron and 
Steel Co. in this respect. 

(v) Improvement in the available supply of technical labour will help to 
improve the quality of indigenous products and may lead to reduction. 
in the cost of production. The protected industries should be treated: 
in the same way as other industries in the matter of training of ap
prentices or Government scholars. 

(vi) Taking into consideration the particular circumstances of each industry,. 
distribution control can be exercised if circumstances so warrant. 

Question 67. (a) Is it necessary to stipulate that no protected or a.ssisted industry
should engage in any restrictivt;.• practice in re6plct of (i) production, (ii)· 
distribution or (iii) prices ? 

(b) What gentral principles would you suggest to regulate the right of a.ssociation. 
or combination of the different unit.J in a protected or a.ssisted industry. 

(a) It is necessary to stipulate that no protected or assisted industry will en
gage in any practice in respect of production, distribution or prices if it is going to
harm the comn>~ty. But in certain extra-ordinary circumstances like shortage 
of raw materials, transport difficulties, labour troubles, some control may be ne
cessary and industry should oe allowed to exercise such conirol. 

(b) The protected industries or any other should have absolute right to form 
associations or combinations to protect their interests and increase the volume of" 
their services to the community. Industrial associations have a great disciplinary 
influence and the Association strongly feel that the industry should be encouraged 
to form associations. 

Que.stion 68. Would you lay do11--n any conditions regarding the financial structure· 
of the imlustries receiving protection ? 

There is no need to lay down any special conditions regarding the financial 
structure of protected industres. The existing laws of the land and the terms of 
reference to the Tariff Board take sufficient care about it. 

Question G9. (a) Are you satisfied with the present arrangements for the standardiza
tion and control of the quality of industrial products ? In particular, do you 
think thnt any special arrangements for the control quality o.f the products of 
protected and as.si.st£d industries are necessary. 

(b) If .!O, would you impose this duty on the protected or a.ssisted industries through 
such special organisations a.s they may ,.;et up with the approval.of Government 
or would you s£t up any special institutions outside these indu.~tnes? 
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{c) What in your view should be the structure and functions of such organisa
tions or institutions ? Should they be professionally expert bodies or be com
posed of representatives of the different interests concerned ? 

(a) The Association are not satisfied with the present arrangement for the 
,standardisation and control of quality of industrial products in India but they 
strongly hope that the establishment of Indian Standards Institutions and the Indian 

.Society for Quality Control will improve the situation. 

(b) The Association would recommend that the matter of standardisation 
and regulation of quality be left over to the two Institutions named above. 

(c) The Constitutions of the Indian Standards Institution and the Indian 
. Society for Quality Control will explain the structure and function of the two orga
nisations mentioned above . 

. QUe.stion 70. Do you think that the obligations should be embodied in the relevant 
statutes dealing with protected or assisted industries or be left to be prescribed 
by the tariff-making machinery on an ad hoc basis, in each individual case of 
an industry seeking r-rotection of assistance ? 

It is not necessary to incorporate obligations of protected industries in statute. 

-Question 71. (a) Do you consider that any special administrative machinery is ne
cessary to ensure that these obligations of protected and assisted industries are 
duly discharged ? If so, what form of administrative machinery would you 
suggest? 

(b) Or, would you prefer that this function should be entrusted to a special wing 
of the tariff-making machinery or of any other existing organisation ? 

(c) Or, do you think that it will be necessary or desirable for Government to be 
represented on the management of protected or assisted industries in order to 
ensure that these obligations are carried out in the spirit in which they are con
ceived? 

(a) The Association do not think it necessary that any special administrative 
·body is required for the purpose. The Tariff Board should be able to keep watch. 

(b) The Association would very much welcome the addition of a. special wing 
. of inspection with the permanent Tariff Board. 

(c) No, there is no necessity for Government association with the management 
. of protected il).dustries. 

S'ECTION H 

Organisation, methods and procedure. 

·-Question 7 2. In the light of your replies do you consider that the existing administra
tive organisations will be adequate to deal with the problems of implementa
tion that may arise out of Government's acceptance of a comprehensit'e policy 
as regards (i) fiscal measures and (ii) non-1iscal measure..~. 

The Association do not consider that the existing organisations will be able to 
. deal with the problems c.f implementation that may arise out of Government's 
acceptance of a. comprehensive policy as regards (i) fiscal and (ii) non-fiscal mea.-

. sures. At present the Ministry of Commerce is, in the main, responsible for pro
tection matters. It is assisted in its work by (i) the Tariff Board (ii) Departmental 

. Committee which scrutirises the applications fer protection and the recommenda.· 
tions of the Tariff Board (iii) The Customs Depa-rtment which carries out the func
tion of ascertaining and collecting dutie-s. '.file Ministry has no department for 

c.a.dministering the non-fiscal measures properly. 
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-Question 7 3. If not, woot organisational coonges would you. propose in the existing 
machinery of Gov(!.,rnment dealing with these subjects ? 

The suggestions of the Associ.1tion in regard to the creation of adequate a.nd 
necessary machinery are as follows :-

(i) The present ad hoc Tariff Board should be replaced by a permanent one 
created by Statute with necessary statutory powers to translate 
the intentions of the State, in regard to rapid industrialization of the 
country, into action. From the amount of work done by the present 
Tariff Board during the last four years it would appear that the work of 
the Board is of varied nature and quite heavy in volume. It would, 
therefore, be necessary to enlarge the composition of the permanent 
Tariff Board. At present the Tariff Board does not have sufficient 
technical assistance and experience. In so far as engineering in
dw>tries are concerned the Association would very strongly recom
mend that the Board should be empowered and obliged to co-opt a 
member for each industry having sufficient knowledge about the 
industry concerned. Jt is the experience of the Association that 
the work of the Tariff Board has beev greatly hampered because of 
the absence of expert technical knowledge available to it. · 

(ii) There should be a specialized Department of Tariffs attached with the 
l\Iinistry of Commerce who should be charged with the work qf looking 
after the work connected with protection. This Department should be 

. in charge of a Joint Secretary. 

(iii) Similaily, there should be a full-fledged Secretariat attached with the 
Tariff Board for keeping a watch over the affairs of the protected 
industries. • · 

(iv) In order to help the Customs authorities, an administrative Officer 
of the Ministry of Commerce solely in charge of the protection work 
should be attached to Collectors of Customs at the pol't towns. This 
officer in addition to helpin~ the customs officials in regard to leviable 
duties, and decisions of the Government relating to protection 
matters, will help the industries about prices of imported products, 
wrongful entry of protected or prohibited commodities, and the like • . 

(v) A printing press for the Tariff Board is very necessary. 

(vi) The Tariff Board should also have an Inspection Wing and a small de
partment of the Indian Standards Institution attached to it. 

Question 74. (a) It has been sugge.sted toot it m~'ght be necessary to set up one comp~e
hensive organisation (partaking of the nature of a Trade and Industr~l 
Planning Commission) subdivided into suitable branches to deal w~th 
the planning and execution of various measures, relating to (i) tariffs, (~i) 
other fiscal measures, and (iii) non-fiscal measures etc. Do you agree With 
his view? 

(b) If so, would you indicate the type of organisational chart that YO'U have in 
mind. 

(a) & (b) The Association do not agree with the v~ew for e~tablishing. a ~ompre
hensive organisation like the Trade r.nd In~u~tnal .Plaruung Comm1s~1?n. The 
Advisory function of the T&riff Board, the admm1stratlve part o~ the l\1m1stry of 
Commerce should be treated separately in order to ensure effiCiency and expert 
examination of the issues involved. 
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Question 75. (a) Alternatively, would you prefer a _qeries of specialised organisatioru:
dealing with these particular aubjects ? 

(b) If so, how would you correlate the functions of these administrative oroanisa
tions? 

· (a) The Association would prefer a series of specialised orgapjsations dealing 
with these particular subjects •. 

(b) The following chart will indicate how to correlate the functions of the 
various administrative organisations :-

I 
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Board. 

\ 
Deptt. 

of 
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& 
Statis
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Tech-
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Question 76; As a further alternative would you favour only one Technical Organisa
tion dealing with Tariffs, leaving the other subjects to be dealt with by the 
different ·Ministries concerned more or less in the manner followed at present? 

The present pattern with the changes described above should continue. 

Question 77. Whatever may be the structure of the planning and co-o-rdinating machinery 
that you may fa.vour, ·do you agree that a specialised organisation for tariff 
purposes is essential to the implemwtation of a scientific tariff policy ? 

Yes, the Association agree. 

Question 7 8. If so, would you agree with the recommendations of the Indian Fiscal 
Commission of 1921-22 that the Tariff Board or the Tariff Commission sho-uld 
be-

(i) a permanent body of high standing. 

(ii) consisti.:ng of members who are of high ability, integrity, and impartiality, 
preferably with a knowledge of economic and a practical acquaintance with busi
ness affairs? 

(Paras. 302, 309, Chapter XVII.) 

Have you got other views on the status and structure of an appropriate Tariff 
Board Cdmmission ? 

(i) Yes. 

(ii) 'With the prodsion of co-option of a terlmicrJ exp'rt as a member of the 
Board, the Association would favour the recommenchtion of a Fiscal Commission of 
1921-22. 

Question 79. What, in your view, are the appropriate Junctions of a Tariff Board'! 
Do ymt agree with the recommendations of the Indian Fiscal Commission of 
1921-22 on this subjects ? (Para. 306, Chapter XVII.) 

In the opinion of the Association, the functions of the Tariff Board should be 
widened. The Association agree with the recommendations of the Indian Fiscal 



Commission of 1921-22 in regard to the functions of a Tariff Board. In the opm10n 
of the Association following, in the main, should be the functions which would de
volve upon the Tariff Board :-

(i) To investigate the claims of particular industries to protection and to 
make i."ecommendations regarding the rate of protective duty or any 
alternative measures of assistance or both. 

{ii) 

(iii) 

(iv) 

(v) 

To watch the effect of protective duties or other measures of assistance 
on industries ; to review periodically the results of such protection of 
each industry and to make recommendations when necessary for 
the modification or withdrawal of protection. 

To investigate the relations between the rates of duty on raw materials, 
partly finished products and finished products; to make recommenda
tions for adjustments in these rates, and to suggest solutions for 
conflicts of interests between different industries. · 

To report which industries need assistance on the ground that they are 
essential for purposes of national defence; . and in what ;manner such 
assistance can most conveniently be given. ' 

To consider the effects of excise duties on Indian industries. 

(vi) To report on what commodities ·revenue export duties can safely b~ 
levied and at what rates. 

(vii) 

{viii) 

To consider the effects of ad valorem and specific duties and tariff valua
tions on various articles, and to make recommendations for any 
changes that may be desirable. 

To co!l-:ider to which articles preferential. rapes of impqrt in. favour of 
the United Kingdom or a.hy other country might be extended and what 
the preferential rates should be. · 

(ix) To report on propo.sals for trade agreements with foreign countries. · 

(x) To investigate questions in connection with the treatment of Indian 
products by foreign countries and the advisibility of taking any re-
taliatory action in speda.l cases. . · . 

(xi) To investigate any complaints regarding combinations of manufacturers 
to the detriment of the Indian consumer and to make recommendations 
for any necessary action. · 

(xii) To watch generally the effects of the tariff policy on the cost ofliving. 

(xiii) To study the tariff systems of other countries and report how far they 
affect Indian economy. 

(xiv) To report to the Government as and when required on the factors that 
lead to increase in the cost of production of Indian manufactured 
goods or imported articles. 

(xv) To advise Government as and when required of measures whereby 
initial protection may be secured in the most economic basis. 

(xvi) To enquire, as and when required by Government, into the cost of 
production of a commodity produced in the country and to determine 
its wholesale, retail or other prices, and to report on the same ; 

(xvii) To recommend to Governme!l.t, as and when required, measures if 
necessary for the protection of India's industries from dumping from 
abrQad;. 

l!l M. of Com. 



(xviii) To undertake studies, . as and when necessary, on the effects of ail 
valorem and specific duties and tariff valuations on various articles and 
the effects on tariff concessions granted to other countries ; 

Question 80. Do you consider that the existing functions of the present Indian Tariff 
Board as laid down in the Government of India Resol1.tions of N01:ember, 3, 
1915, November 26, 1917 and August 6, 1918· (.summarised in the note to 
Section B) ~re adequate ? If not, what chang€s would you sugg€st ? 

Please refer to replies to question 79. 

Question 81. Do you consider that the present structure and organisation of the Tariff 
Bomd are adequate for the dischar9e of the duties erdru~ted to it ? 

The Association do not consider that the present structure and organisation 
of the Tariff Board are adequate for the discharge of their duties. In regard to 
the changes and modifications, please refer to replies to question;; 72, 73, 74(a) and 
(b) and 75(a) and (b). 

Question 82. Do you think that the present procedure under which an industry's 
fitness for protection is considered only on application by that indu.st1 y is sound t 
If not, how would you like it to be modified ? 

The Association do not think that the present procedure under which an in
dustry's fitness for protection is considered only on application by that industry is 
sound. There is no doubt that, as a general rule, industries should apply for pro• 
tection but an application by an Industrial Association should also be sufficient 
ground for the Tariff Board to consider the claim of an industry provided facts 
and figures are available. 

Question 83. In any case, should the present procedure be modified so far as smalt 
and unarganised industries are concerned ? If so, in what direction ? 

In so far as the small scale and unorgallised industries are concerntJd, in the opi
nion of the Association, non-fiscal measures would go a long way towards their 
development except in exceptional cases. At present these industries are not 
scientifically organised with the result that it is difficult for them to satisfy the
tests of the Tariff Boar.!. 

Question 84. Where the procedu1e provid€8 for an application for protection, should tM 
application be addressed to Government or to the Tanff Board ? 

In the opinion of the Association, an industry should have the right to address 
its application to the Tariff Board direct who should be empowered to consider 
applications without interference from Government. 

Question 85. What modifications would you suggest in the preswt procedure to make 
it more expeditious ? 

The provision for the Tariff Board receiving the applications direct and fixa
tion of a time limit would cut out much of the delay in the present procedure. 

QuP.stion SG. Have you any improvement to sugg€st in the Tariff Board's present 
?oo1T.:ing methods (including the proc€dure for J-ublic hearit;~.s)? 

·rhe Association feel that the present working method;; of the Tariff Board are 
quite satisfactt>ry. The only suggestion which the Association would make regard
in()' the place of the public hearings is that public enquiries should b~ held at 
co~centration points and the representatives of the Industries should not be 
called to a. fixed place as is being done at present. Moreover in regard to the 

j>Ubiicity of the Tariff Board announcements, the Association suggest that some 
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better method ebould M adopted because a.t present it B?metimel! happens that th6 
Tariff Board's announcements do not appear properly m the ?ally Press. 

Que~tion 87. Do you consider that the Tariff Board's recommendations sho-uld nor
mally be accepted by Government and implemented by it ? 

Yes the Association conside-r that the Tariff Board's recommer.dations should 
normally be accepted by Gowrnmc-nt and implemented by i~ without mcdi.fications 
unless wry imFortant ar.d weighty n·ascns warrant othe~WIEe. 'Ihe Go-yernmen t. 
should publich:e the reawns for rejecting 1he recommer.dahons of the Tanff Board.. 

Q'!LeStion 88. (a) Having regard to the natur~ of the d~ties and functions entrustfil to t.Tis 
Tariff Board, do you constdfr that tt should be placed (In a sfatutorYt 
bas~? .. . 

(b) If so, should the statute lay duu·n only tl,e compos~tw'!l' and functl~n& 
of t11e Tariff Board or also includ: the gfneral pr~nctple~ gover"!'1~g. 
tariff policy, the general procedure to be. fol~ou·e_d tn tariff enqu1nes 
and the m(Jnner of enforcement· oj'tfi.e oblzgatton& oj prot~;cteil or 
assi~Jted industries? . . 

(t.) To what extrmt would such statutory prov~s~o~s .milttate oga'ln& • 
.ftexibility1 How could the possible rillk of. r~gtdtty 'n. proce~u~e antl 
al ·nini~!ra!iJn i.·nplicit in st:Lt'UtJr!f provmo~t.s 1 be etther elnnmat~cl 
or reduced? 

(a) Yes, the Association considtr it necessary that the 'l'ari.'ff':Board- should t e 
placed Qn a .statutory basis. 

(b) The statute should lay down only the comFosition, and functions of the Tariff 
Board and the broad principles of procedure. 'Ihe statute ~hould not fetter the dis
cretion of the Tariff Board nor ~hol}ld it prescribe the general procedure to be followJ 
in the Tariff enquiries ar..d the mariner of enforcement ofthe obligations of protecteci 
or assisted industries. 

(c) Please refer to reply to question 88 (b). 

Conclusion. 

'\Ve have now reached the last stage of the enquiry. In conclusion the Associa
tion would like to touch upon certain fur.damentals which they believe would be 
necessary for rapid industrialisation which apply to the entire field of Ir..dian indus
tries in genl'ral and to the Engineering industries in particular. Tl:.eEe fur..dll.mentals 
consist in :-

(1} Adequacy of facilities for teachnical education ; 

(2) Availability of raw materials such as iron c.r..d steel, non-ferrous metals 
and coal ; 

(3) Electric power at reasonable cost (4) Adequacy o;f transportation ~nd (5 
Engineering and Management experience commonly known as "know
how". 

The Association at appropri<~te llleacl's have emphasised the comparativl:l scarrity o,f 
tedmit·;~lly trained nwn <tHd it is necessary that f,wilitit-s for teclmicd edumtion should 
be pro ddt din. ordl'r to fill tld,; g''P· The imm( diate bottleneck of industriali~ation 
is the bek of tminul tccludcalJ,ersormd Loth in the administrative services of our 
Government and in the orgmusation. of our ir..dustries. } .. ::; .:.;:,.!;J.striali<J iun rogresses, 
the need for Gowrn.ment to have a trahwd staff of administrat.ors wit hen an gineerin~ 
and industri<'J lmckground will become obviou~. Go\~ernment contacts whicJi. 
industrirs havr alre~:dy inerl'ascd and in the future economic set up of the country 
it is understood, State guidance will Lccome very necPssary. Government ~hould, 
therefore, consit~er whether the tirre is T.ot ripe to create a n<'w administrative service 



62 
in the cumculum of whose studies engineering subject's, theoretical tmd practical 
economics, economi_c hiEtory, ir..dustrial psychology, <ot accountir.g etc. wovld be 
inch:ded. As re~;ards the lark of t>Xp£rtf, managHs, fcn·mfn r.r,d tt>dwjdans to 
-operate our ir.dustrie!', the coun1ry looks to the rhile.nthrorhy and rerspicC'.city of 
our industrialler.ders. Further Govf"rnment of Ir.dia, ~hile entering into contracts 
with foreign firms for the sunly ofmatt>rials to this corntry or fc.r ir..dustrir I rroject!', 
-should stipulate that Ir.dian strdc·nts will be traimd by them. 

The shortage of basic rz.w materials like iron r.r.d stfd r·nd wal and coke hr,s gre:::.t
ly hampered the growth ar,d develor ment of Engineerir.g ir..dustries rr.d tte AsH~cia
tion feel that without r dequate supply of these materids no &mount of fiscd rrotec
tion would be able to make them stand on their legs. It has leen the exp·rience of 
the Aswci&tion that protection granted to many of the enginct-ring ir..dustric s during 
the last four yecrs could not l;e an.ilEd ofto the full extent owing to the fact the.t most 
of them h&d to work below capacity for want of raw materiil.ls. 

Supr ly of cheap e.Jc.ctric power is a great consideration for future develorment of 
Indian iLdustries. Tl-_e dtvelorment qf major iLdustries willl:e hel:ped gnatly by 
che&p electric power :::.r,d so will the survival of t>xisting ~ma.II ir..dustrics r.rd U.c- cs
tablif'hment of new or..es. The Association strongly recom:rr.cr.d the utiliEdion oflow 
grade Bengal Lnd Bihar coal for power generation in two or three lr.rge rower-homes 
locatrd in the cdliery area in collaboration with the Centml Goverr..mt>r,t, Gonrnment 
of Bihar and Bengal, the Railway Board and the existing ls.rge distributors of electric 
energy in these areas with a vitw to seeking a practicE..! solution of the difficulty of 
cheap electric rower in these rrovinces through co-o:perative efforts. These power
houses will supply the necessary power for industries ar.d agriculture as well LS for 
the electrification of the railways within a range of ICO to 150 miles from Calcutta. 
Thc·re are various other Ldvantages on whic·h the Aswcidion r.n•d not dilate. 

In rc~;Lrd to the ~:.dequacy of traw::port facilitieE' t}-_e Afwciaticn l.&ve roi.Lt< d 
out in the course of their replies to sewn:.l questicns th&t tle den lor meLt of tnns
port facilities rail, ro&d ar..d river is very essenti&l for tl:e develorment of existing 
ir,dustnes r,r,d for industrialisir..g t:r.devek'fed n·giom ')+the <Our.try. The greatest 
need of the country to-day is for £-ngi.neuing r..r,d manrgcmt>nt t>xrericnce "L.HD. is 
commonly cdlcd "know-how". 'Ihe Association greatly 1:-.op~ that the Gonrnm.ent 
of India would try ~r,d fill this gap, for the rqid ir,dustrialitdicn of the country. 

In so f&r as the question of finance is concerned the rosition at prest>nt is not very 
encouraging. The nerves of the ri~k taking t>ntrepreneur class are bt>numbed to 
lllldt>rt8.ke any new t>nterpii:oe and its vitality is pre:oEcd out ur.der the weigJ:tt of ex
cessive taxation, labour legisl8.tion er,d Tribunal awards. It has bt>en a matt£-r of 
grcah·r interest that in recent :rr.onihs Govt>rnment have shown signs ofbt>ing alh·e to 
this state of affairs e.r,d the Association hope thr~t Gon-rnment would take steps to 
remedy the defects in the p1esent tax structure of the country. 

In regard to rationalisation, the Association would suggest to Gowrr..ment to 
<lt>pute an officer of nect>ssary competence to study the question of rationeli>aticn of 
Tndian Indushit>s and submit a preliminary rt>port (which t=hould not take more than 
four months) as rt>gards the lint>s on. which rationalisation ~f particular ir,dmtrit>s 
.should proct>ed. Not only will sueh a report be useful to Gowrnment as a suprlt>ment 
to the larger study of future protection to Indian Industries but its publicatiOn Will 

€ducate the public how far pr.rticular mdustrit>s can help themselves, to a ct>rtai.n 
extent, by their OWl\ efforts, and it will also tend to exert a moral pressure on hesita
tinO' anJ temporisi.ng dements oftbe ind1.:strics concerned to gt't together to ur.dertake 
l'atfondising m<'asures. The importance of rationalisatil•n in planning is obvious. 
There s very littlr rationalis?-tion in our industries at pre~t>nt ar,d ifihis individualis
tic tendency persists in future, it will be a great drag on our plu.nning and Gowrnmt>nt 
will have to iron. out this tendency and by its direct JOn and control. tnducc the indus
des concerned to get togethe1 for their own good. 
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16th Dece'fl,ber 1949~ 

In continuation o£ our Ltter No. Eng/F-2/871, dated the 15th December, 1949', 
I am directed by the Committee of the Engir.eering A!"foci~tion ofiJl,c.ia to mH.ke cer
tain additional observations in regard to the fiscal policy of India. 

In so far as the 1=rotection of industries necessary for defence. is c?ncerned, the 
Association would strongly .recommend that the Government of India flhould not 
impose any conditions for thdr protecticn as they are r..HC.£c. for tl:..e C.do:.ce of th!t 
country and they should be developed at all costs. It may be pointed out ~ ac. 
number of engineering industries supply military stores and, therefcn>, it is ·uey neces-. 
sary that their develo1=ment should be fostered in the country. JcEt as 0rdnance 
Factories have to be maintained in l'pite cf the fact that there may be no emErgencies,. 
similarly, some of the engineering ir..dustries '\\ruch ftre r.Hc'.e~ f9r rsfeP,Ce J:a'\:e to he· 
developed and maintained in efficient condition. , 

Om very i ·1portant poi ~t which the Association would like the Fiscal Commi~sfo:rp 
to keep in mi .din reg.:rd t) protec:ion of industri :·!!is that pr0tection granted b1· the' 
Tariff Board should not be nullified by actions of other Mini~trifs cfthe Gcvcrnm~nt~. 
For instance, experience shows that in certain cases as soon as Government ha\"~ 
enr.cted legislation for protecting certain industries, Railways have increaEed their 
freight rates or that labour chargos have been increased on account of interference 
by the Stat~ through adjuc'lcation awards. The &sociation strongly feel that the pro-. 
tection to an industry should be effective protection if its development has not to be 
retarded. Similarly, the Association wiEh to state that the result of any protection 
Government may give, coupled with an Exchange Policy to safeguard Indian 
industries agaiuEt foreign competition, should not be neutrali~:ed by its Taxation 
Policy which tends to dqrive lndir.n indm:triEs cf the neceuary reEnves to buy 
up-to-d<lte new machh~(ry for their E·xpr .. micn r,rogiawme and to replace obsolete 
ma<·hinery. The fTPH·nt Taxation Policy dces not give much scope for building up 
such xcsl·rvcs, an 1 ,J.ftcr tl1e war it, requires urgfnt con~:idcration of Government to 
provide faciliths fl•r tho'£' inc.wHics to tuil{ lp E'Ld1 <uitdk IEHnu. Cc;vc·rn
nwn,t fhouiJ. aJ:.·o msi>t in thP indw tridiH;.tion <.fthe coBr..try Ly E·ncouraging n-place. 
nw,,t of oLsnkte mr chiiwry lly allo" ing m<rc g< n< TC•U& obwkscence allowance under 
the In.oome-t:!X Act than tlwy do at rres(·nt. 

In t:_c mJ the Association wuuld like to draw the cttention cf the Fil!cal Com
mi,;sion to some of tlw economic effc·cts of the partition" Lith have thfir c.irect bear• 
ing on the task of the Fiscal Commi~:~ion. Scme of the Honomic cffeds of tLe par• 
tition which require the attention oftte Fisca.I Ccrrmifficn a1e ~iHn hlow :--

(a) At one stroke, India. has been deprived of her natural strategic frontiers iill 
the West and North-West, entailing gteater military expenditure tlian 
befor:• the Partitio::: in guarding the unnatural frontiers created I>y 
Partition and thus curta.iling the fund available for nation-building: 
purposes. Fear of military insecurity added to inadequacy of oar 
Navy a.nd Air Force causes dista.nt tremors in busim~:s confid(nce re
garding our industrial future. 

(b) The unnatm~:~l long bordd lines betwf'en Pakistan and India &re becoming 
the life lines cf t~mugglers' trade wHch evades the cmtoms imrost and 
disrupts the normr I l<'gal chann<'ls of busin.PES. \Ye know how much 
whPat P.nd tea nrc being smuggled across the border of Eastern and 
\\\·stern Punjab. 

(c) By depriving India of the surplus wheat etc., of the Punjab, it has added 
to our expenditure of dollars for the import of additional food. 

(d) After the Partition our railway transport, inadequate as it was, has been. 
further deranged and slowed down to the great injury of our industry 
and trade, by the opting for Pakistan of the Moslem personnel of th ~ 



TUillling staff and repair shops of our railways and by the Karachi 
Port and the North Western Railway not being available for foreign 
ships bringing imports for Northern India which have now to be divert
ed to the Port of Bombay and routed from there for Northern India 
through the already over-congested G.I.P.Ry. and B.~.C.I.Ry. . . 

(e) Our Shipping Industry has been hit by the deprivation of the facilities 
previously enjoyed at the Ports of Karachi and Chittagong and by the 
serious congestion at the Bombay Port owing to the diversion to Bom
bay of imports for Northern India previously landed at Karachi, which 
means great delays in getting berths and consequent heavy expenses 
on demurrage so much so that foreign companies whose ships touch 
Bombay have increased their freight rates. 

(j) If we deduct from the value of refugee property left by Hindus and Sikhs 
in Western Punjab the value of the property left by l\loslems in India, 
the loss to India would total up to a colossal sum. 

(g) The withdrawal of deposits from Indian banks operating in Pakistan both 
by Pakistanis and also by Indians who left Pakistan and the loss suffered 
by these Banks in bad debts would amount to more than 10 crores. 

(h) The insistence of the Pakistan Government that Indian Insurance Com
panies operating in Pakistan should cover 100% of their business in 
Pakistan by Pakistan securities has practically lost to India Insurance 
business in Pakistan though recently the restriction of 100% is reduc-
ed to 50%. · 

~ i) Previous calculations made by the Tariff Board of the amount of protection 
necessary to make undivided India self-sufficient as regards particular 
industries have now to be revised because in the smaller post-partition 
India some protected industries may have reached self-sufficiency and 
protection given to them would have to be reduced. 

(j) The scope of the Tariff Board to help Indian industries by protective 
duties is, so to say, reduced, beca:1s~ 9 crores who were previously 
Indians are now Pakistanis and they need not buy from India. 

(k) Pakistan creates another problem for the Tariff Board in making protective 
duties ineffective in India under certain contingencies. The difference 
between the import duty in India and in Pakistan should not be very 
great. Otherwise smuggling will come into operation. Suppose on a 
certain article, Pakistan's. import duty is 20% but Indian duty is 60% 
in such a case the temptation to import the article in Pakistan and 
smuggle it into India would be considerable. · 

'(l) Our future gains from Tourist traffic would be affected by the fact that two 
of the important show places Darjeeling and Kashmir (if Kashmir 
remains with India) have to be reached through Pakistan territory 
with the consequent inconvenience and harassment to tourists. 

(m) Undivided India would have been better served as regards it3 air transport 
by fewer air service companies than exist today in the two Dominions. 
The multiplicity of air services in the two Dominions among other 
causes have tended to reduce the working of all air companies to an 
unprofitable state and both in Pakistan and India some companies are 
on the verge of closing down. 

(n) The precipitate decline in the share values in our stock-exchange and the 
drying up of the investment money is partly due to the difficulties of the 
rich refugees from the Punjab who had obviously to cash what shares 
and securities they had to meet the new conditions. These rich mer
chants and Zamindars of the Punjab were one of the main supporters 
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of new investments. They are no morl'l. Tli~ yearly io3s of fn'c'Otne 
of these unfortunate merchants and Zaminders is calculated at 10 
crorr'fl C>f rupees. 

(o) Antimmiy i9 an important metal for alloying purposes in the steel industry. 
Chitta! antimony ore was previously reduced and antimony made from 
it by the Star Refining Co., of Bombay which has now to import its ore 
from Bolivia. Baluchistan chrome ore is an important raw material 
for the steel industry. Being far away from the centres of steel 
industry in East India, it was never used before the Partition by the 
Indian Steel manufacturers. The loss of Baluchistan chrome ore will 
be only felt by India when the present scattered sources of this ore near 
about the main Steel Works and in the Mysore State are exhausted. 
Pakistan at present buys Indian Steel because it is about Rs. 100 cheaper 
than steel from Europe or America. IDtimately when normal times 
return, it seems Western Pakistan will b~ a great centre of re-rolling 
industry, rolling from imported billets and to that extent Indian Steel 
Industry will suffer, when with two new Steel Works set up by the State, 
there is a surplus capacity for export in India, especially if the coastal 
freight from Calcutta to Karachi tends to be higher than the freight 
from U.K. or continent to Karachi. 

'(p) Coal-60,000 tons per month is required for the N.W. Railway and 40,000 
for the East Bengal Railway apart from civilian uses. The N.W. Rail
way received in 1948, 26,985 tons from U.S.A. and 35,421 from U.K. 
The East Bengal Railway received 7,563 tons from the U.K. This 
shows how our market for coal will tend to be adversely affected by Par
tition when normal times return and South Africa also compete in the 
Pakistan market. 

(qrAs export to Pakistan from W~stern countries and Japan revives and nor
malcy returns the large group of miscellaneous industries in India that 
either grew up or developed during the last war, manufacturing sewing 
machines, radios, batteries, non-ferrous materials and alloys, steel 
furniture, machine tools, tool steel, electric lamps etc., will experience 
a grievous loss of market in Pakistan which will naturally buy in the 
cheapest market. 

Calcutta September, 24, 1949 

Fiscal Policy in rdation to Havana Charter on Trade and Employment awl the General 
Agree.me11t on Tariff~ anrl Trade . 

In reply to your letter No. l-Fis/A(5)/49, dated the 25th June with which the 
General Questionnaire on Fiscal Policy has been issued by the Fiscal Commission, I 
1m directed by the Cummittee of the Engineering Association of India to express 
lhcir views on Part II of the Questionnaire relating to Fiscal Policy in relation to 
Havana Charter on Trade and Employment and General Agreements on Tariffs and 
Trade as under :-

General 

Before attempting detailed replies the Association would like to give a brief 
e,;ume of the hi:> tory of the ncgoLiations that led to the Havana Charter on Trade and 
~mploymf'nt and the General Agreement. on Tari!ls and Trade. Towards the endof 
!H.3 the United Rtates Government circulJ.l'iEted for conRideration by the peoples of 
he world a document called "Proposals for Expansion of WorM. Trade and employ
lent". International economic co-operation which had, by then, already taken some 
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concrete form in the establishment of suclf.ihternational bodies as the F.A.O., I.M.F. 
a.nd the I. B. R.D., wa~ sought to b3 reinforced by further measures deaiing with trade
barriers and discriminations. ThP- propJsrtl.~ coatained a strong plea for a concertea 
efforl to release trade from the v:uious restrictions imposed on it durin!J the inter-war 
years with a view to securinJ the expan.~ion of world trade on a multilateral basis and 
through it increased employment all over the worM.. · Since this objective required 
that national policies in respect of International Trade and Employment should 
be in line with each other, it was proposed that an International Trade Organisation 
(I.T.O.) should be set up, through which member nations could promote national and 
international action to fulfil this purpose. 

Following the proposals of the U.S. Government, conference:; on trade and em
ployment at international level were held in London, Geneva, and Havana between 
1946 and 1948, and the deliberations of these conferences resulted in the following 
two documents :-

(1) General Agreement on Tariffs and Trade (with a Protocal of Provisional 
Application), and 

(2) the Havana Charter for an International Trade Organisation_ 

G. A. T. T.-Following the lead given by the U. S. Government negotiations. 
were initiated at Geneva on April10,1947 by 23 countries (including India) sharing 
among them approximately 70 per cent. of the export and import trade of the world 
for substantial reducation of tariffs and other trade barriers and elimination of pre
ferences on a reciprocal and mutually advantageous basis. These negotiations which 
ended on October 30, 1947, resulted in the framing of the General AgTeement on. 
Tariffs and Trade. 

The text of the Agreement consists of three parts :-

Part I provides for general most-favoured-nation treatment, and deals with tariff 
concessions set forth in the schedules to the Agreement; Part II reproduces such com
mercial policy provisions of the Draft Charter adopte<l at Gene,-a a;; are neeessary to 
safeguard the value of the tariff concessions ; and Part III deals" ith tarritorial appli
cation, customs unions, and matters peculiar to the Agreement itself such as accep. 
tance, modifications, amendment and accession. 

So far as India is concerned, negotiations were conducterl with 15 countries and 
the concessions exchanged took the form of reduction in customs duties, reduction in 
preferential margins and binding of existing traiff treatment against future increase. · 
They coverei 12 items of export from India and 13 items of import into India. In 
offering concessions India adhered to three main principles :--

(1) Concessions are to be demonstrably in the interest of national economy, or 
at least not inj u.rious to it. 

(2) They should not relate to products which are protected or which micrht 
claim protection during the next three years. '"' 

(3) They should nvt result in excessive loss of revenue. 

Some of the provisions of the Agreement were initially unacceptable to India. 
These wer·J subseque~tly modified. As a result. ce~a~ d.eYiations from the prineiples 
of most-favoured-natwns treatment are now pernuss!ble so that India can maintain 
her present sanctions against South Africa, and India and Pakistan can ~rrant 
concessio~1s to each. o~her \\ ithout extending ~hem to other countires. SimSlarly 
although ~mport r~stnctto~ can be usd. for pr?t-lOctu·e purpose~ only 1rith the prior appn
val of the contractwg parties to the agreement, 1t. has been provided that such approval 
will be ~:ntomatically given whenever the restrictions are desirned to protect indus
tries e::;tablished during the period from 1st January, 193!) to 24'th 1\Iarch, 1948, or are-
found to be necessary to protect industries engaged in the processing of domestic raw 
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mat:dal or of the bye-products of domestili~dustries. Besides, permission has als0o 
been given to the use of quantitative restrictions on balance of payment grounds -

The Protocol of Provisional Application was signed on behalf of India on the 8th 
June, 19-l8, and the Agreement came into effect provisionally 30 days after on the 9th 
July, 1948. 

The Agreement is open to revision or termination after the end of December,. 
1950. 

Havana Charter 

The Havana Charter was signed on the 24th 1\Iarch 1948, by 53 nations. It. is a. 
document which prescribes code of behaviour in international trading relations and 
pror1ides for the formation of an International Trade Organisation as a new specialised 
agency of the United Nations.- The aims of the Organisation are to promote the 
expansion of International Trade by fostering the increase of production and employ
ment and by encouraging the economic develop~ent of the backward areas. It sets 
forth a series of intrrnational commitments with respect to national economic policies. 
regarding tariffs, trade restrictions, quotas, exchange controls, preferences, state 
trading subsidies, inter-Governmental Commodity Agreements, the international 
aspects of domestic employment policies, economic development and internal 
investments. 

The Charter consists of9 chapter::~ (lOG articles) which set.out the specific obliga
tions and immunities of a. member in respect of international trade and tariff and 
other ,associated matters (such as production and employment). 

It provides for, and facilitates, international investment for economic develop
ment and recon:>truction, permitting at the same time such safeguards as may be 
necessary to ensure that foreign investment does not lead to interference with inter
nal affairs or nat;onal policies. 

It reco~nises the need for Government assistance to economic development and 
reconstruction in the form of protective measures, and whilo:: discouraging um\ ise use 
of such measures, permits its application, in certain cases, by negotiations with mem
ber affected, and in others, with prior approval of the I.T.O. This approval, 
however, is made automatic in respect of certain specified industries such as those 
which were established between January 1,1939, and the date of the Charter, or those 
which are devoted to the processing indigenous primary commodities. 

The Charter further recognises that special circurnstanc~s may justify new preferen
tial agreement~ between two or more 7Mrnber.~. Such propos!I.ls need l. T. O's approval by· 
a 2f-1rd.~ majJrity (CJf the members present and voting). Apprcva.l howevrr is made 
automatic if the proposed preferential agreement fulfils certain stated criteria or condi
tions such a'J, contigu;ty of the contradin:J partie.s or their belonging to the same economic· 
region, or the a.<osurance of a sound and adequate market. 

The Charter lays down a Commercial Policy covering questions of tariffs and pre
fercnce'3. It deal:> inter-alia with the application of general most-favoured-nation 
treatment, n~duction of tariffs and elimination of preferences as wt-ll as quantitative 
rPstrictions. The hasic rule on quantitative restrictions is that they are prohibited. 
But there are specific EXceptions relating to (1) the preventing or relieving of critical 
shortage of foodstuffs (2) internal control schemes to safeguard agriculture and fishery 
products and (3) balance of payment difficulty. Quantitative restrictions when al
lowed, are to be used in all general cases in a non-discriminatory manner. 

After giving a short history of the Havana Charter and the Gene~al Agr~ement, 
the Association giva below their replies to the various questions rai'3ed by the Com, 
mission. 
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Question 89 :-Do you approve of the basic purpose and objecti1;es underlying the Havana 
Charter on Trade and Employment ? 

Objectives 

Article 1 of the Charter gives the purpose and objectives as follows :-
(1) To assure a large and steadily growing volume of real income and cffeetive 

demand., to increase the production, consumption, and exchange of 
goods and thus to contribute to a balanced and expanding world 
economy. 

(2) To foster and assist industrial and general economic development particular 
ly of those countries which are still io. the early stages of industrial de
velopment and to encourage the international flow of capital for pro
ductive investment. 

{3) To further the enjoyment by all countries, on equal terms, of access to the 
markets, products, and productive facilities which are needed for their 
economic prosperity and development. 

(4) To promote on a reciprocal and mutually advantageous basis the reduction 
of tariffs and other barriers to trade and the elimination of discrimina
tory treatment in international commerce. 

{5) To enable countries, by increasing the opportunities for their trade and 
economic development, to abstain from measures which would disrupt 
world commerce, reduce productive employment or retard economic 
progress. 

{6) To facilitate, through the promotion of mutual undel'standing, consultation 
and co-operation, the solution of problems relating to international trade 
in the fields of employment, economic development, commercial policy, 
business practices and commodity policy. 

Thus, set forth, the purpose and the objectives of the Charter are laudable 
but the underlying idea through all these objectives is the promotion of international 
trade which the Association feel can be of advantage, at the moment, only to highly 
industrialised countries, The Association, in general, approve of the basic purpose 
and objectives but are constrained to state that co-operation of this sort is only 
possible in a world where all the contracting part1es are placed on, more or less, the 
same footing. The economics of the highly industrialised countries compel those 
countries to adopt a policy whereby they can export their finished products and get 
sufficient raw material and food for their people and industries. In strong contrast to 
this, for a country like India, which we make bold to state, has just entered an era 
of industrial development the national interests demand that the indigenous industries 
should be sufficiently developed in order to create a balanced economy in the country. 
India is a country where about 75 per cent of the population still depends upon ag
riculture, and the industrial population is sti.ll a microscopic minority of the entire 
population. The need of transferrir.g more people from the field to the factory has 
been persistent for long but on account of industrial and commercial policies 
which the country had had to adopt under an alien rule did not allow her to develop 
her industries fully and bring about an equilibrium in her economy. 

The Havana Charter has been envisaged, perhaps, as a result of the growing res
trictions that were imposed by the Continental countries during the inter-war period. 
'The Havana Charter aims at the removal of these restrictions primarily in order to 
help the development of world tra.de. Tht'l e.-:onomics of free trade versu.s protection 
has been sufficiently discussed during the last three decades or so and the Association 
do not think that, at present, India is in a position to subscribe to the tenets of a free 
trade policy. \Vhen a country embarks on industrialisation, it has to utilise its raw 
mat'lrial resources and appropriate them to the best advantage and in so doing has to 
bring about restrictions on the inflO\v of such goods as begin to be manufactured in the 
-country. This becomes necessary in the initial stages in order to give breathing scope 
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to its nascent industries. The entire industrial history of the United States, the 
United Kingdom, and oth'r highly industraialised countries is full of such restrictions 
and rigorous measures which tl.ey had to adopt to protect their industries. 

Questions 90 &: 91:-Do you consider the prot•isions and safeguards laid doom in the 
Charter for the economic development and reconstruction of backward and under
developed countries are adequate for the requirement~:~ of India ? 

If not, to what 'extent do you, think these prom:sions and safeguards fall short of India's 
minimum requirements? Please illustrate your reply withfact.9 drawn from your 
knowled:Je or experience. · 

Employment &: Economic Activity 

The provisions and safeguards laid down in the Charter in Chapter II are not 
adef}uate to meet the requirements for the economic development of an under-deve
loped country like ours. In Chapter II of the Charter Article 3 it has been provided 
ili~: . 

"measures to susta.in employment, production and demand shall be consistent. 
with the other objectives and provisions of this Charter. :Members shall 
seek to avoid measures which would have the effect of creating balance of 
payments difficulties for other counfrie$ ". 

The Association do not understand how India can assure that any measure she 
takes to correct her u~balancerl economy will not result in creating difficulties for other 
countries. Xo country to-day discloses its assets and liabilities position to 
another country nor is any country in a position to foresee what the position is 
likely to be after a certain period of time. For instance very recently, India had 
to overdraw on her own accounts and .• measures had to be hurriedly taken in 
the month of l\lay in order to correct that position. When it is difficult 
in the case of one country, how much more difficult it would be if a country under 
international oblil!ations were to be obliged to take such actions as would not dis
turb the balance of payment position for others. 

Article 6 of Chapter II provides : 

"the Organisation shall have regard in the exercise of its function.q to the need 
of mem hers to take action within the provisions of this Charter to safe
guard their economies against inflationary or deflationary pressure from 
abroad''. 

It iii not. undPrstood how the Organisation will he able to hdp in this direction. 
l\Ionf.'tnry polir·i('s followed by differmt countrit's of the world have seri,ms repercus
F<ions in ca~P thf.'rc i:o infl~1tionnry or deft;lti-Jnary prcs"ure.. The economic history of 
Jndi:1 i; full of such injustices in the past when in order to discourage exports from 
and f.'neourage impnrts into this country, .ather Governments had taken measures to 
bring about a fall in their prices. An international body of the type of the Interna
tional Trade Organisation, the Associati~?n bf.'lbve, would not be equal to tha task. 
In the economic sphere of to-d'ly the more highly industrialised countries have the 
upperhand in dif.'tating pohcies. Fm instance, it would be recalled that in od.er to 
maintain the price of wheat at a certain level, the American people used to burn their 
whe::J.t sc that the m:1rkct supply may n0t be hngf.'r. Similarly, a country like Ger
m:tny aftf.'r 1932 applied a suies of economic conhds in order to f.1ster her trade. 
Th•~"·' vr.- ::ml v instP-nP•·s of economic- difficultit's whkll the Ac:sod<:ttion fed the Havana 
C!nrt<·r f.'<' m;ot f.':>.sily soh· f.' . 

...\,.;it ha'l bPcn el,;Pw:wre pointf.'d out, th(.' H>tYana Clwrter aims principally a 
expansion of internationa I trade and, therefore, it has thought of devising every means 
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so that international trac~e may expand. Artide1 7 under Chapter II provid~s for 
fair hLom standc!rJil. It st~,tes : 

"Memhets recogni::;E that nnfnjr b hour conditi_)fi'l, particularly in production 
for export, create difficult1~s in intf•rnational trade and accordingly 
each member shall take wh'ltever action may be appropriate to elimi
nate such conditions within its territory ". 

There is no doubt that under the present conditions of the country Inctia cannot afford 
to adopt internation~l stand'l.rds in the field oflabour. Durivg the last 20 years that-. 
the country has been a member of the International Labour Orgaroisation, under 
pressure of I.L.O. Conventions, she has been bringing out one labour legislation after
another with the result that Indian industries have not been able to keep pace with 

. the growing labour legislation in the country. Labour costs have increased considera
bly and the country now is not in a position to go fmther in this direction. The 
American businessmen know it for a fact that there 6-re countrLii where cheaper labour 
makes it convenient for them to compP.te in international markets. Further, under 
the shfSS of the war Amerktn industries have so much developed that it is a matter 
<f great concern to them that they are able to export thir products to foreign coun
+.Jics. It h fot t~Jis reason that such provisions have been incorpcrated. 

Economic Development and Reconstruction 
Chapter III of the Ha.vane Charter deals mainly with tbe economic development 

and reconstruction of under-developed and war-ravagE-d count ires. Under Article II 
para. 1 (b) it h'ls been provided that : 

"No member shall take unreasonable or unjustifiable action within its territory 
injurious to the rights ancl interests of nationals of other members in the 
enterprise, skill, capital, arts cr tcchrcology which they have supplied". 

'Who will decide the quesi:ion whc·ther r,n r.ction taken by a membu is unn'?"son
able or unjustifia.ble 1 The Intemr"tional Trade Or;-.a.nil"R.tion, where hi~ltly intlus
tridlised powers will wield power, will be the ultimde dictdor of its policies [end l:nder
developed countries like ln,dL. "ill be the hcpdess ~p0ctr"tors in tlus mdoclram:1 of 
intern&tional ecor.omics as they are in the fidd of politics. A country alone is able to 
decide what appropriate methods it should adopt if it has to mcoura~e foreihrn. in
vestment. The Assochtio11 feel thr.t an International Organisr,tion will not be able 
to lay down conditions for employment of foreign in.nstments. The Prime Mimst~r 
of India has already made a statement on, the countf.} 's policy for foreign investments 
in the country and the Association feel that it is quite adequate. If foreign capital 
feels frightened simply because of fantastic a pprehe1~don of the future, 1 h!." country 
cannot a.fford to risk its future by entrusting"its policy to international dict<"!.tion. 

Article 13 dealing with Governmental assistance tc the Honomic C.enlopment 
and reconstruction, is the most impcrtant so fa1 as lncl.L h COl1Cerned. Article 13 (I) 
states : 

"They recognise that an unwise use of suc·h me:csures (protecti\C measmes) 
·would impose undue burden on their own economies and un.wr.rranted 
restrictions on international trade and might incre:'.;;.e UIJ,m·cessarily 
the difficulties of <~dj1:stment for the economies of othn C_;l:n.tri ... s". 

\Vho will judg" whether r•roteetive mt>asures adopted by f', eountry Hre beir.g wisely 
useJ or otherwise. India is a country whe1e many of the industrit s, spEc idly in the 
field of engin.eerin.g, have developed only recently and it i::: necessuy for h' r to foster 
their development by taking suitable measures. The justice or injustice of sueh mea.
smes cannot be left. to be decided by others. 

Clause 4A of Article 13 states : 
"If ...... ther~ should be an increase in imports of any product coneerned, 

including products which can be directly substituted therefor which if 
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continued would be so great as to jeopardise the e~tablishment, deve
lopment or 1econstruction of the industry u bmnch of a~iculture con
cerned r,nd if no preventive measures consistent with the provisions 
(;f. tlis Charter can be found w}Jich seem likely to prove effective, the z.p· 
phcant member after mfurmmg and when practicable consulting w1th 
the Org::-,r.is'Ltion would Pdopt such other measures as the situ'l.tion 
may requiJe provided that such measures do not restJict import more 
than m cessr,ry to off-set the increase m imports referred to in this 
sub-paragraph ; except in unusual ctrcumstanees suc·h measures shall 
nut reduce the imports be low the levt I obtained in tha most recent 
represent:;tiye period prccedmg the date on which the member. 
b.itiated b.ction." 

T1is provision unduly hamp:rs the right of a member to develop its industries. 
Further, the phrase "such measures shsll not reduce imports below the le>el obtaining 
in the most recent rc·pn-sentative period" is a difficult. provision wbich, from experience 
we find Indi<~ cannot adopt beelJ.use if this country were to initiate any such 
measures, the most rPcent pericd would be 1946-47,1.947-48 and 1948-49 etc., when 
imports have be-en on & considHz.ble scale and the country would not be justified in 
restricting imports to that It Vll. For instance, the country imported electrical acces
sories in a f'ir.gle JP&r n.h:ed ·c.,t a bot t one crore of rupees whereas the normrJ re
ouirPments c.:f the country at the present level of prices would not be even half. that 
amount. Similarly, in case of some other engineering industri£s imports have been 
quite huge and it is feered that the imports of the last 2 or 3 years may be sufficient 
for another two years. 

Further Clause 4 (b) of Article 13 st:.l.tes : 

"the Organisation she.ll determine as soon as pr~cticable whether any such 
measures should be co_l'ltinued, discontir..ued or modified. It shall in 
any case be terminatecl ~:ts soc·n a:, the Organi::mtion dPtermines that the 
negotiations are completed or discontinued ". 

This is a. most unsatisfactory provhion bec2.use the Internution~>.l Organisetion can
not determine whether a. country's r,ecd has been fulfilled. It is the country itself 
that shall determine the time when sueh restrietiYe measures should cea8e. The 
Association do not approve of the procedure of prior approval. The Associaticr. are 
of opinion that a country should be ftee to resort to protective measmes including 
quu ntit a.tive restrictions on imports to fostm its plans of economic development and 
reconstruction. The Government should not abrogate the right to resort to protective 
measmes and delegate it to an outside agency. India should have an unfettered 
rirrht to grant protection to its industries and take necessary measures to permit the 
establishment of others. It has to be noted that protection is granted to an industry 
after detailed investig!l.tion by an expert body like the Tariff Board. Mter the re
commend"i.tions of the Ta.riff Board the Government of India. careJ'ully weigl> the 
pms and cons of the recommendations and take decision. 

Another factor on which the Association would like to lay special emphcsis is 
that of public prejudice in favour offoreign goods. Clause 4 (z.) of Article 13 referred 
to above states that 

"if imports of any particular product would be so great as to j11f.lpardise the 
development etc ....... of the industry ..... the membEr country 
after informing and when practicable consulting with tht~ crganisation 
adopt restrictive measures under certain limitations", 

' . 
In this connection it may be noted that imports may do a. gteat da.m!l.ge to an indi
genous industry even when they are quantitatively not very large. In. India public 
mind is greatly prejudiced in favour of foreign goods. As long as foreign goods ar• 



available, indigenous goods are treated at a discount. The Government should, there
fore, be at liberty to adopt measures, without outside interference, which may safe. 
guard local industry. 

The principle of prior approval, as incorporated in the provisions under Article 
13 relating to Quantitative Trade Restrictions and· Economic development, was 

, qualified at Geneva by the following two important pro-.isions :-

(1) that the propo~ed measure is unlikdy to be more restrictin ofin.tt-rnational 
trade than any other practicable and reasonable measure permitted 
undu the Charter, which could be imposed without any undue 
difficulty. 

(2) that quantitative restrictions may be adopted in anticipation of the con
currence of the Organisation. 

Further provisions ha.ve been introduced in the HP..vr,na Charter, under which the 
organisation would have to give its approval if an under-developed country which 
proposes to apply quantitative restrictions can show that the industries it pror;ofes 
to protect fall under one of the specified categories. 

General Assistance to Economic Developm£nt and Reconstruction. 

Chapter III is full of restrictions on actions which the Government can take in 
order to foster economic development. Clause 6 of Article 13 provides that a member 
has to 

"notify the Organisation and to transmit to the Organisation a written st::.te
ment of the considerations in supp01 t of the adoption for a specified 
period of the proposed measure 1 elating to restriction of import and the 
Organisation will give permission if it is established that the measure, 

(I) is designed to protect particular industry established between 1st January 
· 1939 and the date of this Charter which was protected during that 

period of its development by abnormal conditions arising out of the 
war, or 

(2) is designed to promote the establishment or development of a particular 
industry for the processing of an indigenous primary commodity, 
when the external sales of such commodity, have been materially 
reduced as a result of new or increased restrictions imposed abroad; 
or 

(3) is necessary in view of the possibilities and resources of the applicant 
Member to promote the establishment or development of a. particular 
industry for the processing of a by-product of such industry which 
would otherwise be wasted, in order to achieve a fuller and more 
economic use of the applicant l\fember's natural resources and man
power, and in the long run to raise the standard of living within 
the territory ofthe applicant Member and is unlikely to have a harm
ful effect, in the long run, on international trade; or 

(4) is unlikely to be more restrictive of international trade than any other 
practicable and reasonable measure permitted under this Charter, 
which coulJ be imposed without undue difficulty, ami is the one most 
suitable for the purpose, having regard to the economics oft.he industry 
or branch of agriculture concerned and to the applicant l\Iembers' 
need for economic development or reconstruction." 

J!'rum tho above it would be clear that these conditions do not st~t tL.e needs 
of the country. With regard to sub-para 1 of clause 7(a) which provides for import 
restrictions designed to protect industries established during the period from 1st 
faouary, 1939. to 24th March, 1948, the Association desire to point out that this 
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would not give relief to many Indian industries. It may be that an industry start. 
ed during this period was not protected. In such a case, measure for import restric
tion cannot be taken. Further a number of engineering industries were establish
ed before the World War II. Although the war gave them tremendous opportUni
ty for development, it cannot be said that they are strong enough to stand the full 
blast of foreign competition from highly organised, financially and technically sound 
foreign firms. For instance, Electric Fan Industry came into existence in the early 
thirties of the present century. Quantitative restrictions in such a case may be ne
cessary, as in the case of any other industry, which came into existence during the 
war period. The Steel Furniture Industry is another instance. This industry is. 
well organ! sed and in quality and craftsmanship in manufacture, it is second to none. 
It will thus be scm that although an industry might have been established before-
1st January, 1939, it may require protection from Government on the same footing 
as any other industry established during the period of the war. Industries start
ed aft<'r 1948 are also out of consideration under this provision. 

Further, it is not clear as to what is meant by "processing of an indigenous 
primary commodity". · If we put widest possible e.onstruction, it will include almost 
all the industries because all of them use indigenous raw materials, to a large extent, 
and the non-existence of such industries would mean that these resources would 
remain unutilised. What is very important in this connection to consider is that 
tho I. T. 0. shall concur in the proposed measure only where the external sales of 
such primary commodities have been materially reduced as a result of new or increa
sed restrictions imposed abroad. This is a serious situation and the Association 
feel that the Government of India should not allow themselves to be swayed by 
any other considerations except the intrest of the Nation which would require 
t 1at India must establish her own industries in order that the natural 
resources of the country are fully utilised and in order that her teeming millions. 
are given adequate opportunity for gainful employment. Referring to condition 
(iii) it is not clear how the country can ensure that the restriction of importS are
unlikely to have a harmful eff£ct ~y. international trade. 

The abov~ provisions of the Charter ar~ subj.ect to two important co.nditloij,f 
one of whicb is that : 

"the Organisation shall not concur in any measure under the provisions oi 
(i),(ii) or (iii) above which is likely to cause serious prejudice to exports 
of a primary commodity on which the economy of another member
country is largely dependent." 

This is a very vague condition because no country in the worl4 is such where we can 
say that the economy of a particular country is largely dependent on imporis of a p:d~ 
mary commodity from another country. India, for instance, exports mica to foreigd 
countries. l\Iica is a primary commodity but we cannot say that the economy of 
any country is largely dependent on mica alone. And, therefore, the Association 
feel that this condition may be interpreted narrowly with the result that the I. T. 
0. might construe that if the export of a commodity is seriously threatened because 
of developments elsewhere such a member country would not be allowed to. protect 
her industries. India is one of those countries which have been exporters of raw 
materials durirlg the last so many years. And if now the country were to decide 
to process her raw materiah inside the country and protect such processing irldustries 
and if such an action results in the stoppage of exports of the primary commodity, 
the I. T. 0. will not give its consent. This is a grave situation and the Association 
think that our country is not irl a position to undertake such obligations au imposed 
by the Charter. 

Further, under clause 7(b) of Artide 13 it is provided that the 
"applicant l\Iember shall apply any measure permitt.erl under sub-paragraph 

(a) as to avoid urmecessary damage to tha commercial or economic 
mterest of any other l\Iember including interests under the provisions. 
of Article 3 and 9." 
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'This provision is difficult to comply with and the Association feel that no country 
-can ensure the economic stability or commercial prosperity of another country. 

Strict adherence to these provisions would affect many of the industries of the 
-country. The Association feel that the case of each industry should be judged on 
its own merit irrespectiv~ of the date of its establishment .. 

Again under paragraph 8. of Article 13 cases other than those fallin<Y under 
paragraph 7(a) have been examined. Here the Charter lays down that the !Iember 
-country shall afford opportunity to other countries for consultation and inform 
the I. T. 0. about it. In the event of failure of mutual consultations the I. T. 0. 
will initiate the discussions who will examine the objections received having regard 
to all the necessary conditions. International trade and standard of living of the 
applicant l\'Iember are the overwhelming considerations which the I. T. 0. propose 
to keep in mind. So fa.r as the international trade is concerned, the Association 
have already expressed the view that its promotion is the condition of the existence 
'Of the highly industrialised countries. So far as the standard of living is concerned, 
highly industrialised countries never worried about the people of under-developed 
countries so far and now when political changes in South East Asia and in the con
tinent of Europe have changed the course of economic development, the ·western 
countries want to come to the rescue of the consumers by offering them foreign 
articles. 

Preferential A[ireements 

The Association will now examine the provisions of Article 15 relating to pre
ferential agreements for economic development and reconstruction. Here the 
provision under clause 6(b) does not quite accord with the needs of India. Under 
this sub-paragraph it has been provided that if the proposed agreement is likely 
to cause substantial injury to the external trade of a Member country not party to 
the agreement, it shall infori:n interested members of its findings and shall require 
the members contemplating the conclusion of the agreement to enter into negotiations 
with that member. Further it has been provided that the I. T. 0. will award com- c 

pensation to the injured member in case of disagreement. Who will pay this com
pensation 1 Many of the smaller countries on the Continent are in a position to 
.offer to India much needed capital goods and raw materials which are also available 
from other Western countries. If on account of considerations like lower price and 
quicker deliveries etc., India were to conclude an agreement with any one of these 
<lountries,. the interests of other countries are likely to suffer. The Association· 

. m"aintain that this is an obligation which the country cannot undertake. . 

QU€stion 92.-In particular, do you consider that the tams and conditions prO"posed in. 
the Charter for (a) the continued employment of existing foreign capital 
and (b) new foreign inustment are brwdly in. conformity uith the require
ments of In.dia1 

Foreign I n.vestment 

As re()'ards international investment for economic development and reconstruc
tion Artie~ 12 of the Charter provides among others, that 

(I) The international flow of Capital will be stimulated to the extent that 
Members afford nationals of other countries, opportunities for invest
ment and security for existing and future investments. 

(2) to determine whether and to what extent and upon what terms iC will 
allow future foreign investment. 

{3) to prescribe and give effect on just ownership of existing and future 
investments. 

(4) to preserve and give effect to other reasonable requirements W:th respect 
to existing and future investments. 



(5) the interests of members whose nationals are in a position to provide 
capital for international investment and of members who desire ·t-) 
obtain the use of such capital to promote their economic development 
or reconstruction may be promoted if such Members enter into. bila
teral or multi-lateral agreements relating to the opportunities and 
security for investment which the Members are prepared to offer 
and limitations which they are prepared to accept of the rights referred 
to in sub-paragraph (c). 

·Clause 2 of Article 12 further provides that Members will undertake 

(i) to: provide reasonable opportunities for investments acceptable to them 
and adequate security for existing and future investments and 

(ii) to give due regard to the desirability of avoiding discrimination as between 
foreign investments.· 

The Association are of opinion that foreign C9.pita.l is necessary for establishing 
new industries and maintaining the existing industi its in which foreign ca.pital is 
already invested. The Association, therefore, fully end?rse the views of the Prime 
llin.ister, Pandit Jawaharlal Nehru, who has vlready munciated the policy in his 
announcement on the 6th April, 1949, when he indicated that the existing fozeign 
investment would be free from any disctiminatmy restrictions, that the facilities 
fur ~emitting of pwfits eamed in India, would be continued and if any foreign cnter
pri.~c was compuls:Jtily. acquired, the compcnso.tion would be pald on a fa1r and 
t;quibLle busi.:;. He further WE.lc >med fo1eign capital in r. constructive and co
opPr''tivc rcle in the devrJopment of India's economy. 

The policy enunciated by the Prime Minister, therefore, is in accord with the 
provisions of Artic·le 12 of the Cht1.rter. The Association would., however, like to 
t:>tatc cka.rly tlut foreign capitP.l should not be allowed in those sectors of ~conomy 
whi<'h arc dready developed. Foreigr\ capital should be allowed only in those 
spll!'res of industry wltic·h arc not yet developed and which required highly skilled 
tedlllieal knowk(1gc an.:l technique of pr,duction which are not available at present 
in the country. Engineering inuur:.try in all1ts branches is ll t"~chnical industry in 
whi<'h foreign concerns, through years Qf technological experience and knowledge, 
organbing ability, finanl'bl ~~·UJldness, have acqmred a stage of perfection in com
pari:-:on to whieh the newly estttbli,;hed indigenous indnst.rits, with little technical 
t·xpcriencc and inadequate financinl resources stand no comparison. Jf there are 
two rlifli.·rent kind!'l of concr·rns ~:>tarted on produc~ion in a pu.rticular sphere, tho 
IJJ inciple of survival f f the fittest" ill soon opcmte. The bigger firm, on account 
of l:ill})('l'ior com1'etithe cap:>city, im.measumble Lrger finan:cie~l resources and up-to
(1a1.e knowledge c.f modern tee!:l.l1iquo of production will Eoon. drive out of existence 
tl1o indigt·nous firm. 

The A~:<oeidion would, thC'rdo;e, suggest that while all kinds of encouragement 
.'hnuld be ginn to foreign capital, it should be allowed only in those spheres which 
<tre not yet dL•nlopcd and wl1ich require a lot of initiative and poin.cering effort 
;~tul w1 1ich forc-igi\ capital by virtue of its teehnical experience ai>.d org~nizing ability, 
i~ f'ap.•Lle of un:.krt.Lking. 

Sul,ject. to the observations made above, the Association co11Fider that provi
·'i()n-; ai\d safegw-.rch laid down in the Charter Pre adequate for the requirements 
,,f ludta providetl Governmer.t of Indn. do not hesitate m takmg bold steps to safe. 
gitiii'J Indt<Lll industries. Much depends on the attitude of our own Govunment 
''·~ to the question of developing indigenous resources and industries. It will bo 
l'•·c~~llcd that Government spokesmen have given expression to the view that quan
titati\'e restrictions cannot be used fer protecting industries, which is certainly not 
tho ca.se in the context of our adverse trade balance and need for economic develop
ml'nt. 

18 llf. of Com. 
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O·uestions 9.3 &: 91.-Are you in agreement with the broad lines of the commercial policy 
as set out in Chapter IV C'f the Havana Charter 1 

If not, would you elaborate yJur objections to those Articl'!s of the Havana Charter 
hearing on commp_rciol policy which you consider deterimentalto the inferest of 
our industry. Do your objection.9 relate to the ·short or the lung period or to 
both 1 

Commercial Policy 

The Assochtion are not in agreement with the broad lines of the commerch.I 
po!!~Y It" set out in Chaptf'r IV ofthe Havana Charter. Article 16 para I lays down 
favolLed nahon treatment granted to one country to be applicable to dl the member 
countries. It is not undeistood how this c~m be possible. India, for inste.nce has 
been drawing specie.! advantages from the Uvited Kingdom mLrket if}. t:te me.tter 
of her imports and then fure, it may te necessLry to give the most favoun·d nation 
treatment to the Unit€d Kingdom whereas another country whieh does not supply 
India's needs may not get them. 

Redur,tion of Tariffs.-Aiticle l7 lays down. that : 

"each member shrJl upon the request of any other member cr mf'mbers and 
subject to procedural arrangements estallishEd by the Organisation 
entt-r into e.nd carry out with such othu membu or memlxrs negotia
tions directed to the substan,ic.l reduCtion of the general levds of 
tauffs etc ............... " 

'l'he Associ2-tion feel that no country should be under obligation to revife Its tr,riffs 
simply beca1:se anothu mEmber in ord?r to develop its tiade, wants it. Tuiffs 
are rE.I~ed for two purposes: (l) revenue and (2) rrotective. If It lS a fiOtcctive 
duty the question of revision should not uise at all, if It IS revenue duty, the consi
deration.s of revEnue done for a country should w£-igh. Thntfcrr, such a. rro•ision 
in the H<wana. Chuter as puts an obligation upon a mfmbH country to carry on 
negoti&.tions for revision of tariffs seems to be uncall€d for. 

The fiO>ision in paragraph 4(b) regarding compulsion on a mcmbu to continue 
to give conces~ ions be_y ond a puiod of 2 ye&rs is dso not in the intHest of the country. 
As a matt£r of fact s1l the sub-clausP.s of this Art ide place nstrictior,s on a member 
and the fntuncs of a country in the matter of intunation&l trade should nd te
Lound in UJs way. 

National Trea~ment of Internal Taxation-Article 18 rc·lates to nr,twnd tn'at
ment on intund taxation and regulation. The prm;hions undu th1s Art ide rf'quire 
that nr)membu country will apply any regulations etc., to impcrtcd rrcducts '\\1ich 
aiC not applicatle to mternd products. In Jn.Cia unfortunat£-ly the cvntrr,ry is 
the case parhcuLrly w1th regard to transport charges. lr.d1a hr,s been fc.r the last 
so many yea1s, giving more favourable fnight rates from port towps to the interior 
with the result tha,t tr,is p::>hcy has been favourmg the monment of1mportcd goods 
to the prejudice of the localmdustry. The Assod~tion de~ire that such anomdifs 
ohould not exist. 

Paragraph S(b) authorises a country to pay subsidies to the dcmcstic rrccucus 
derived from thc- procf'cds of the internal taxes or chHges l\,fl' L£·d comi~tu_tly "ith 
the provisions of thi;; Article and sub~idies dfHt( d t1roqh Gvnrr.mcntal 
purch~'.Sf,s and domf)stic products .. This will mcr.n tha.t the Gonmment cf.Er.ct give 
l:lubF>id.y to the local indt•stry out of collections of impcrt tlutks lHi, d on fort ign 
p~ouuct. This, As~ociation fuel would not be cor.cl.ueive to the int£nst of the 
nmntry. The Tc.riff Bo&.rd had recommendfd in the CFA>I" of the l\ILcbr.P Tool 
Industry, for instance, tha.t out of tht- J rocccds from Tariff duties a certain st:m 
~<~hr,rdd bo set apart for the d~,vvlopment of this kdustry. Such actwns wot.ld not 
lH' po!!iJibl~: if Govumnent of India were to be a. party to the Havana Ch.;.rter. 
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:Furtlwr, paragraph 9 of this Article pb.ces restrictions on Gonrnment's rower to 
fix muimum control prices which the Charter regLrds as prejudicial to the interest 
of exporting countries. 

Cinematograph Films 

Tite pron~wn.s under Article 19 reg~:.rding Ppecial provi:,Icns rt-ktir..g to the 
cill( ntLto~rn>.ph films are rathu interesting. 'Ihe Assoctr.tion fed th8t trj~ rroviEion · 
has be~ n ineorporated perhaps because of the fact that the u.hlbition of films builds 
up w·.tion.d duract£·r ar.d it may be neeessLry f«JT a co).mtry to put restrictions 
on the use of fordgn films. Fdlowrng tlus E'XE.m,rle, the Afwcktkn wodd like 
to ~:;tate that consumption of indigenous &rtides by the nr.tioruls c.f a country is 
m·c·«·:;t.:..ry in order that ttle prejudica in the public mind ag:.inst incigPnous &rticles 
in a. f'Ountry Iiko India which has been habituated Jo tho use of fort-ign products. 
may di.'i<l.PP'~ar. 

Quantitative Restricti,ons 

Artide 20 Mals with gcne1d eliminatioll of qnantitative restrictions. As a. 
J!l'nl·rc I rul<> it profubits the imposition of rcstrietioris cf ;mpcrts and exports and 
in 100 f .r r.s exports &re concerned it permits prohibition In ordH to rdicve critical 
~<hurtqrc of foodstuffs or other products essentid to the exporting m£mbu country 
hut it (lrJ~g not give pcrmisEion to fTOhibit impCitS if &n imrorting country is placed 
in ~imiL.r situ'l.tions. Tlis is a serious lacuna in the Chr.rter &r.d the AEsociation 
de:<:re: thLt the Commisdon should give its due comideration to this ,rro\Uon. 

TI~e proVi! iH•..S of Arti:le 20 are too rigorous in th<'ir 2.prlication ?.nd the Associa
thn f,., 1 th2.t tl}e country should not be und~r an o1liga.tiun to inform the I. T. 0. 
n·:.;:.n1jng tbe impOf'ttion cf quLntitative r~&trictions. 

Arttdc 21 Jebting to rc&tJictioq8 to sdegue.rd the bd&nce of payments position 
layt; <hwn two important conditions under paragrr.ph 3(e) wh<'r€. i~ is sta~e:1 that 
tw·rnhtrs umkrtake (I) not t >apply IestJtctions so as to pr£:vent unre<, onLbly the 
imp1•rt tion c.,f any deseription of mcrchanc"'.ise in rr.idmum comrr.erci. ,I quantities 
tlte 1·x I ~~ion of wl..ich would imp: ir reguLr eh.'!.nnd& cf trade or restli tior.s ''hich 
wod,l I n·\·unt the importatim of comrr.erc~· .I sz.mrlcs or prevent the imr ortation 
uf ~ueh. mimmum quantt~ies of rroducts &s mr.y be necf!SSE.ry to ott:.in r.r._d m ,i:.h.in 
p<-•.tnt tr~de mLrk etc. This, the Associ.:..tion fed, is incond:;tent wiih thP pro,·i~ions 
m:ulp in p: r,·graph I of Article 21 because m c<.rt•.in £-xtrell.te c·ircm;nstances It 
m:o.y Le P<·ef'!oi:'i< ry to probil it imports r.ltogether and in that C?.S£ regu!H channds 
of truk l rt hk< ly to le imp: . .ind. Tne seconi conw,ion inn lvc-s &n un{JJ!rt<:.kll.g 
l1y a m!·mtcr tc RPl'ly reshichc ns in a way as would avoid unneceEs..,r.v d;:.m'!.g~ to 
e<'OJV•mJe int{ rests <.f L.ny oth r m< mlJ( r. Econ >mic inte.-<'sts He likdy to be dft•eted 
aml. no sucl:l cum'.i i.m can he comrli d v-ith. The import restr1ction!i impos<·d by 
amcmlcraelikdyto tell upon He econcmi·s of the upcrting counhiLs &nd the 
;\,sod tivJ f.d that our couPtry h'Ls to look to its economy first. · 

Artide 22 deals "ith non-c.hcriminatory admi11istJation of quantit.:-,iiv? restric
t iuns and p;.ra. 1 lays down that any proi.iLition or rf'stiietwn to be apr-li"'d by ~:.ny 
nwmlJ( r "ill L-3 appli::a1le to dl the memlxr counh LE'. 'Il.i,; may not be po<>FiUe 
f•Jr our country. Fur iP~-;tancc, Ia ca.se cf South Afnca, ln1~i..t is ~:.pr;lJing econoruie 
l"<lnct ivns as a result of di:'crirwn<..tory polic-y fdlow( ll. Ly thLt cour.try. TIJs would 
be imJ'o,-siLle if L1dia wc·re to ratify the &vana Ch:J&te.·. P<.n:.grLyh 2 de·.k "itb 
.li,;tributirJn of restrictiYe quota Lmong vuious mlmte:r countries ud f,ys down 
thr.t, whtrcvt 1 pract.ealle, quvt"l repre:sentmg the totd amount of fkrJJutf l·J impe,rts 
~-hdl l..e fixed and notice given of thdr amount. Sud1 infur1lllo.tic,r, is likdy 
to <'1:cturb th9 price structure in both the importing f..nd exporting 
count lieu Lecam;e the pric( s may go up or may go do"n LS the quota fixed may 
lJt' },i6h or low. It would, th(·rdure, be necess~ ry tlu~t <lifh rent countries 
hep this information strictly Y> themFth~s rn ort:.er iltat the 
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internal ~conomic structure may not be unduly disturbed. Mozwver, under <1. 

system of private tracling it zs impossible. for Governments to canalise imp< rts 
from a. particula1 country. Reference to impo.Ls cf steel, for instance, for the last 
2/3 yeazs will indiCat3 th':l.t our pre-war sources fm supply of this materi .1 are no 
mme available to us and, therefme, no quotas in favcur of such suppliers can be 
maintained. Under the existing ecoromic structure private parties take all th~ 
trouble of finding out sources of supply and the Government come in the picture 
only after the negotiations have been completed. It would, therefore, be impossible 
for Govenmwnt to fix quotas among different countries. Again paragraph 3(a) 
of Article 22 imposes obligations on a country to disclose quotas of imports allowed 
to different countries to each other. This is not pract,~aLle in actual practice 
because it is likely to antagonise feelings in case quotas of a particular country mi~ht 
be below their capacity or where a particular country looks for a uefinite market 
for its products in a particular country. Announcement by public notice of import 
quotas, importe:l quantities etc., is not feasible in the interest of a country's 
economy. 

Subsidies 

Section C of Chapter IV deal:> with suh:;irlics in general and requires a member 
country to disclose complete information to the I. T. 0. and other countries re~rd
ing its suhsidisation policy. This the Association feel is not workable in practice 
because subsidy is granted for the purpose of enabling the local industry to get 
established or for the purpose of encouraging exports in order to earn foreign ex
change or matters which primarily affect a country's economy and the Association 
feel that any interference in this matter by an international organisation would 
not he conducive to national interest. The experience of the industry has been 
that some of the foreign countries have been sub<>irlising their exports w say Indi,m 
market for a yery long time in order to he able to compete and sell their product 
at a cheaper rate in this market. Similarly, if India were to follow suit which it 
may become necessary for her to do now that the country is free anu is determined 
to ind·ustrial~se and increase the standard of li, ing of its people, such a policy 
would not he permitted. Such an action would not be po,;siule if the country were · 
to ratify the Charter. 

E.-cport of Primary Commudities 

Then in regard to the special tre<ttmcnt of primary commorlities, granting of 
subsidies for export purposes is strictly Lindell and severely interf.:rs with the a5pira
tions of the country to build up her export markets. Fm· in,.,tance Article ;2:) in 
para llays down that subsid~es wuul,l no-!: be granted for the maintenance or incre:1se 
of export of any primary commodity so that a particular country may have more 
than an equitable slum~ of world trade in that commodity. The I. T. 0. has been 
given the function of J.eterminin:; tho equitable f>hare of every country in :.ntrf!la
tional trade. Such r~strirtiond on the dcvdopllicnt of export trade "ou!'l mean 
that a country can never aspire to change the pattern of its trade "·ith a Yiew to 
increasin~ its wedth. For instance India has so far been ?n exporter of primary 
commodities. But now her industries are developing fa::.t and there may come ~ 
time wl1en the country may have to take spel·ird m•:asures to develop export.,; of 
certain procetlseu commodities. This "·ould not Le vossiblc because the provi.~ons 
of th~ Havana Charter are very r<'stricti...-e in thrir apiJ~ication. 

Stale Trading 

Section D deals \\ith.State trading and relateli matters. The Associa .. ion feel 
that under the present conditions of mixed economy, a State Corporation may have 
to adopt· special measures in matters of international trade. This would not be 
possible under _the provisions of Article 29. 
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Restrictive Business Practices 

Chapter V of the Charter deals with restrictive business practices. Members 
han~ got the obligation t') take appropriate measurP.S to prevent business practice~ 
affecting international trade which restrain competition, limit access to markets 
etc. This commitment covers practices of private or public commercial enterprises 
possc~sing pffective control of trade among a number of countries in one or more 
productf1. Ml'mbers affected by restrictive bus~ness practices may t•equest the 
I. T. 0. to arrange for consultation or the members may submit written complaint 
for itwcstig~tion by the I. 'L 0. If the complaint 1-•rirna facie has substance, the 
I. T. 0. will investigate the matter. The restrictive business practices have been 
define(] as fixing prices, contro1B or conditions to be observed in dealing with others 
cxelurlin~ enterpri,.;es from or allocating or dividing any territorial mtrket or field 
of lm:;iness acti,•ities or allocating customers; discriminating aga:nst particular· 
cllttTprist•g, ·It may be noted from these that a country if it fixes prices cf its pro
ducts >~hich affects international trade, such an acti.on would be called in (]ttcf'tion 
by the member countries affected and will form th~ subject matter l·~ ,·.,n:p1aint 
to the I. T. 0. 

For a country like India it may he necessary to promote, say, shipping industry 
l1y givin;; them special advantages by way of reserving to them work connected 
with our foreign trade. Similarly in the field of banking and insurance, Government 
assistance may he necessary and such actions of the Government will be _subject 
of complaints. The As>ociation fee1 that our country cannot afford to comply 
\\ it!t this obligation 

lnter-Goveramental Commodity Agre~;ment.<J 

Chapter VI of the Charter provides for Inter-Governmental Commodity Agree
ments in re~artl to primary commod~ties which have been defined as any products 
of farm, forei;t. or fh;hcry or any mineral in its natural form or which has undergone 
such proces,;in:; as is cu.;to:narily required to prepare it for marketing in substantia.! 
volume in internationa,l trade. This pro·•ision has been made because of the recog
n~tiun th:\t the conJitions under which some primary commodities are produced, 
excha.n~c·l or consumed are such that international trade in these commodities may 
ho affc!'tctl by special difficulties such as the tendency towards persisbnt disequilib
rium bctwet'n proJuction and consumption, the accumulation of burdensome 
stock,;, rud pr,Jbn~erl fluctuations in prices. These agreements may be of two 
type:;: (a) Commolity Control Agreements and (1,) other Inter-GoYernmenta.l Commo• 
d!ty As;n'{'ment,::. The Commodity Control Agreement has b('er.. drfined as an 
lnter-Governmcntal Agreement '\hich involves:--

(i) 1l:e rrgnht!on c,f prorlnction or the quantitative eontrol of export or of 
a primary ronunorlity and which has the purpose m· might have the 
efrect of rcllucing or preventin_; an increase in the production of or 
trade in that commodity, or 

(ii) the rP~nlation of prices. 

~urh a!!recmPnt shaH be designed to assure the availability of supplies adequate 
at all tiincs fur world dcman<l at prices which are in keeping with the provisions of 
Article 37(C) and when practicable shal1 provide for measures designed to expand 
wmH eonsurnption of the commodity. Such agreements shall make appropriate 
provi,;ion to afford incrpasing opportunities for sat-isfying national consumption 
anrl world market reqnirements from sources from which such requirements can be 
supplied in the mo:;t effective and economic manner due regard being had to the 
1wed for preventin~ Aerious economic and social dislocation. and to the position of 
producing areas suffermg from abnormal disabilities. 

Inrlia i~ interested in the above provisions in so far as they help her to ente' 
into w•reements in regard to primary commodities like, sugar, tea, coffee, rubber," 
manjZ~CS(', iron ore etc., it may be possible for India to arrange for stability of 
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prices of thl:He commoiities, but what is important to consider is that :mch 
agreem:mts ·might a:h~eri'lely affect her interests in certa-in circumstances. For 
inst::~.nce, if an international body were to expand the consumption of say, sugar 
And In1ia may he a!iked to consume c\eap .Java su~ar in place of Gur, her industry 
wouH sufi~r. Therefore, the benefits from these provis~ons should he rcgarclecl as 
double edgc:l because while in one case they might help some of India's in1lustries, 
they might act in other cases as dcterrant to the development of other industries. 

The Charter, however, permits bilateral inter~Governmental agreements as 
well, but Ruhject to the general oh1igations enjoined by the Havana Charkr with 
the result that umler bilateral inter-Governmental agreements member countries 
cannot resort to· the exceptions such as export subsidisation, overall control etc. 
Therefore, the benefits accruing from bilateral trade agreements appefl.r to be limiterl 
un.der circumstances of restrictions imposed },y the Charter. 

General Pn>vision-~ 

Coming to Chapter IX which is the last Chapter in the Havana Charter awl 
which deals with the general provisions relating to relations with non-members etc. 
the Charter doeH not pre,·ent any member from maintaining economic relations with 
non-memloera, but does not allow a· member to seek any arrangements with noll
member;~ for the purpose of obtaining for the trade of its country preferential treat
ment as compared with the treatment accor<led to the trade of other member Ct)tm

tries or so to conduct its trade with non-member countrie& as to result in injurv 
to other member countries. This is a very fantastic provision" hich has bPCn macle 
in the Charter i.n.1s.nnch a::! it tries to estabti3h a m:mopolistic control of international 
trade. \V nereas, the basic purpose of the Charter is to e-;pand international trade, 
create fellow feeling among the nations of the world, this proYision militates against 
that spirit, in so far as agreements with non-member countries cause injnr~/ to trade 
of other member countries, the Association have nothing to say but cvPn if it does 
not injury the interest of the other countries the Havana Charter prohibit::: a nwm lwr 
country fcom getting any preferential treatment from a non-member conn:ry. 

Que.~tion 9.j.-Do you anticipat~ of our injurious effects on our trade and in:!u ..... try 
on account of our acceptance of the ob1i~ations of tht- f'harter (i) in 
the short period and (ii) in the long run? 

In reply to questions 93 and 94- the Association have pointed out the injuriolll:! 
effects which adherence to the Charter is likely to bring to the trade and in<lustry 
of the count.ry. For a precise reply the Association would ilefine short period as 
consisting of 3 to 5 years and long perio<l of more than 5 years. The ..:\ssoeiation 
feel that the acceptance of the obligation5 of the Charter would be injurious to 
India's interests in both the periods. The reasons for this feelmg han' already he~en 
explained in reply to questions 93 and 94-. 

Qae.s!ton !/lj,-On a carcful balancing of pros and eons do you approve of India·s 
adhereuee to the HM~ana Charter r.nd her consequent participation 
in the proposed Intemational Trade Organisation? 

In case India becomes a party to the Havana Charter it is doubtful whether 
she would be able to pursue policies of vig0rous economic development relatively 
unhampered by the obligations which the Charter seeks to impose. Even the eseape 
clauses set up a number of obstacles that must be surmounted. There are so many 
conditions and criteria which have to be fulfilled and satisfied. In almost all ca,;es 
I.T.O.'s pe1mission has to be obtained. Even after this has been done, there are 
many other additional obligations which must be assumed. In the case of dt'n
lopment of other new industries th10ugh measures which are prohibited by the 
Charter India has to approach the International Trade Orgavisatkn l\Iemb,•rship 
of the I.T.O. it would appear, will not be of much help to this country. ThPTe is 
on doubt that if the Havana Charter comes into being India will be at a disadvantagt> 
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by not joining it, but the advantages to be secured from bilateral agreements would 
depend upon the terms which the contracting parties are able to secure whether 
they are within or without the I.T.O. The Association, therefore, feel that India 
should not adhere to the Havana Charter and consequently participate in the pro
posed International Trade Organisation. India should make a request to the United 
Nations that as an independent country she is an infant and has not so far been able 
to feel her way and know her pcsition, that she should be given a little br!:'athing 
time, say for the next five years, during which period she should have the unfet
tered right of developing her industries in the manner she thinks best and that the 
industrially advanced countries like the U.S.A. and the U.K. should undertake the 
obligation of making India great industrially. The exigencies of the situation in the 
South Eru;~ Asia require it and comparative inability of the ·western powers to be 
of effective help in S.E. Asia demand that India should be made strong in order 
that she may act as a bulwark against the rising tide of communism in this part 
of the globe. 

Queatio-n 97.-lf not, what ·would be the broad linl8 oJ.commr;rcial policy that you u·ould 
' admcate fer India and particularly the fiscal metMurls that you ruommend 

for Governmwt's acaptanc_l? · 

From the foreign policy pursued by the country during. the last two years 
and her independent career it would seem that the country is not in favour of joining 
any powbr block. Following this pattern of neutrality in political affairs, the Asso
ciation would recommend that in the economic sphere too the country should follow 
relatively a free policy, a policy of neutrality, a policy which would enable. her to 
secure the most advantageous terms from the countries of the wodd with which 
she haa had her trading relations. 

The A.i!sociation would recommend that the country should follow a policy of 
bilateral trade agreements for the next fh•e years. She should have unquestioned 
right to restrict imports for the devey.}opment of her industries if necessary. If the 
cotmtry finds that it is necessary to subsidise · production or export, she should 
have the power to do so. The Association suggests that Government of India should 
.appoint a permanent Tariff Commission whose functions should be as follows :-

(i) To investigate the administration and fiscal and industrial effects of the 
customs laws of this country now in force, or which may be hereafter 
enacted, the relations between the rates of duty on raw materials 
and finished or partly finished products, the effect of ad valonm and 
.specific duties, and compound specific and ad valorem duties, all questions 
relating to the arrangement of schedules and clas8ification of articles 
in the general schedules of the Customs laws, and in general to investi
gate the operations of CU8toms laws including their relation to the 
central revenue, their effect upon the industries and the labour of the 
counhy, and to submit .reports of its investigations. 

·(ii) The Tariff Commission shall put at the disposal of the President of India 
and Parliament whenever requested all information at its command 
and shall make such investigations and reports as may be reque'lt 
ed . 

. (iii) The Commission should have power to investigate the tariff relations 
between India and foreign countries, commercial treaties, preferential 
proYisions, economic alliances, the effect of export bounties and pre
ferential transportation rate!!, the volume of importations compared 
with domestic production and consumption, and conditions, causes 
and effects relating to competition of foreign industries with those of 
India, inclurling dumping and cost of production. 

It is understoorl that such a body is functioning in the United States of Am
·erica and Australia and that the Government of India would be doing great good 
to the countr_y if such a Commission is appointt>d 
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It is very clear that the country has to adopt a policy of direct encouragement; 
to Indian industries. Unlike most other countries the Government of India was 
required till 1922 to adopt a policy of lais.sez faire towards Indian industries. .AJJ 
a result of the investigations and report of the Fiscal Commission of 1922 a policy 
of discriminating protection was adopted by the Government. With the exception 
of England most of the countries of the world have fo]owed a protectionist policy 
for several with the result that now their industries have been sufficiently developed 
and the Association feel that our country which is undeveloped should not be asked 
to follow a suicidal policy with respect to her industries. 

The Indian Tariffs have always been a matter of great concern to the ·western 
Countries who had India as the market for their products. The Association has 
already pointed out that the "\Vestern Countries are now trying the Havana Charter 
to keep the markets of the world free to their industries. This is a serious matter 
and the Association would wish to emphasise that Government of Inclia do not fall 
in line ·with their policy. 

In view of the importance of India in International trade, India must watch with 
care the effect of the movement in other countries regarding tariffs even as these
other countries are watching the development in our tariff. The Havana Ch~""ter 
which aims at lower tariffs and removal of restriction on foreign trade does not 
:meet the present needs of the country. 

The Commercial policy of the future must recognise reasonable national econo
mic requirements of the people of a country if it is to promote efficient and · effective
utilisation of thP economic resources of the country. The history of modern econo
mic development !'hows that most the of advanced countries in attempts to re-oorganise 
the structure of their industries have had to resort to protection for safe-guardinoo 
their industries against unfair foreign. competition,. . 

0 

Que.qfion 90A.-If you agree that India should adhere f0 the Charter and join the In-
. ternational Trade Organisation have you any vieu:s to express on a struc

ture and function~ of the International Trade Organisation (b) the pro
cedure laid for its uwking and (c) India's JO.sition and status in the 
International Trade Organisation. 

In view of our recommendation not to ratify the Havana Charter, the question 
does not arise. 

Question 99.-Do you a!;r£e u·ith the main princi.J-les underlying tlze General A{jrumenl 
on Tariffs and Trade as laid dozen in Part I and Part II cf the Agree-
ment. If not, r-lea.se detail '!JOUr objections under sr-edfic hf..ad.s. . 

Subject to the observations made in reply to que.stion !)0 the Association 
agree with the main principles underlying the Geneva ..:\greement on tariffs and 
trade. 
Question 100.-Have you any commads to make on (a) the ccnce~sions granted by w 

to ctlt~rcmmtries in rtsJect cf irnpcrt into this cO?mtry and (b) tl1e con-
. ces~ion rectiz:ed by us in r£spat of our ex1ort ahroad. 

The principal commodities in respect of which India received direct concessions 
are jute and jute manufactures, cotton manufacture, cashew-nuts, mica, shellac 
coir mats and matting, sporting goods, carpets, spices and condiments, esscntiai 
oils and tea. 

The principal commodities in respect of which India has offered concessions; 
could be classified under the.following heads:-

( 1) Food Items. 
(2) Chemical Drugs and 1\Ierlicines. 
(3) Materials of Industrial Use. 
(4) Consumer goorls. 



A glance at the composition of food items will show, that besides various cereals; 
which in many cases had to be allowed free of duty, India has imported items such· 
as bacon, ham, butter, milk, condensed or preserved, including cream, fresh apples, 
and pears, chEese, canned bacon, canned fish, canned meat, frozen meat, dehydrated" 
vegetables, canned sardines, and pilchard, canned vegetable, canned asparagus, 
carmed soup M;c ....... on which a reduction of standard rates has been allowed. Be-
sides' many consumer goods have been imported which consist of items which may 
be called luxuries. This has meant a huge loss to India's revenue. The Committee 
feel that in trade agreements which are being entered int.o by the Government or 
India under provisions of the- Charter, attempt should be made firstly to discourage 
import of luxury goodl'! and secondly if such imports become inevitable duty should· 
not be reduced to such a level that they bring down the Government revenue on the 
one hand and encourage imports on the other. 

A~:~ regards concessions received by India, it has to be noticed that there are 
two items, namely raw jute and cotton·in which a v:ital change has taken place since
the partition of tht> country. India has now virtually to depend on Pakistan for 
the supply of raw jute and long staple cotton. India, therefore, stands to gain· 
significantly nothing by way of concessions received ffom other countries on account
of these two items which used to form--the single main items of India's export be-· 
fure .. 

The Association, therefore, feel that- conclusions arrived at previously on the· 
Lasis of the facts which do not exist now, do not hold good under the existing cir
cumstances. It would, therefore, be desirable that the question is considered again· 
in tho light of the changed circumstances. 

Q11P8{iOfi }01.-0n a cartful examination of these reciprocal COnC€8SiCn8 do you cOnsidcf'· 
tltat the provision-9 of .• the General Agnement en tariffs and trade· 
ltave been on balance {n tlte interest of India? If not, to what extent do 
you think these pru?:i~ions have betn at fanlt from India's point of view?· 

!'lease seo answer to question 100. . 

Q'1e.,tio1~ 10:!..-Hare !JOU any comments to make on the actual warring of th.F. tarifr 
conc~s~ions granted liy India to other countries since July, 1948. 

The Association have no statistical data to make any comments on·the actual 
working of the tariff concessions granted by India to other countries. They would, 
however, point out that these concessions have not, in any way, conferre:l any special 
bcn()fit to the Indian cons.1mer because the articles of consumption have continued· 
to be scH at a hi2;h rate in spite of the fi.IICt that the duties have been reduced. Si
milat ly in regard to the stimulus to our exports as a result of the tariff concessions 
the Association find that our exports have not Leen encouraged either. The Go
vernment of India who have completed details with regard to these matters will be 
in a Letter position to explain. 

Qtustion 103.-Ifave yc u any bu~ines.~ to think that the promswns of the General 
Agreement on tlriffs and trade are not being worked by other contracting 
countries in the spirit in which they were conceived? If so, please illustrate-. 
your reply trith examples drawn frorn your knowledge or experience. 

The Association has no information on, the subject. 

Que.~ticm 104-0tlter things being equal would you, or would you notJavour the· 
continuance of the tariff conce•sions granted by India to other· countrie• 
beyond JanuanJ 1, 1951 ? 



·working of the tariff conces:sions gnnted by India should be studied for some 
time more bdore any conclusions should be rrriv<'d. l'.t with reg2-rd to tbdr future 
application. Very unfortuw.tdy the period during which th<'se concl'ssions have 
been working h~s been full of unPxpected ha.ppenings in India's balance of pr.yments 
position with the rest 1~ th::>..t the country h~ts not hePn able to weigh properly the 
benefits to be derived. frem such auangPments. 

Conclu8ion 

Since the Fiscal Commission issued thnr quest ionne.ire during the la;;t f!'w da) s 
a momento:Js change has t<.ken rl-.,ce in the world economic conditions con.·nning 
tlie dev . .b.::.ti m of the pound and sterling l: 1 Kk. This has created a genPral uncer
tai.l.ty thr lughout the world r.nd P~kistan's .?.ction in not d,evduing theh· currency 
h...,,s addl)d to the diffi:mli ·s of the country. The Association desire to request the 
Fiscal Commission to advise theGovc-rnment thu.t in view of the very uncerr;dn times,· 
it would be desire.lle for them to r.sk the United Nations to def< r this question. 
For somrt ime, till mrn stabiiLed conditions re-r.ppear and the world in general is 

:in a position to con.si«::e ~ this question. 

INDIAN NON-FERROUS METALS MANUFACTURERS' ASSOCIATION, 
CALCUTTA 

I. Introduction 

I am directed by the Committee of the Indian Non-ferrous Metals MP._D.ufBcturers' 
AssocLtion to ~:.ddress you the' following m£morandum regf.rcl.ing cert::.in of the 

·ques:ions contdned in the Questionn:.ire issued by the Fiscd Commii'sion. In 
doin.g so, the Committee have been content with detdli11g the progress m<.de by the 
Ind•Jstry witlJn the short period of its existence and focus~iP.g the Commi~sion·s 
attention on problems which ~:ore peculirr to it, and wtich will highlight some of the 
requirements of a Fised Policy nece>'s~ry fur integrated. industri~l develorment. 

The Industry consists of:-(1) The mil'iPg and bem·fidation of ores, the smelt
ing of concentrates and the refinmg of the smelted rroducts (2) the fa1rication of 
semi-manufacturos like sheets, cirdes, strips, rods, extrmJ,£d seetions, etc., (3) the 
production of foils, cablEs, metallic powdrrs, (4) the refining of seconchry metals 
(5) the production of alloys and castings. The manufacture of many items including 
machinery parts, utensils, hardwue etc. although coming unckr r.nother cLssificr.tion 
in the industrial world depencl.s f0r Hwir rP.w m?.trrials on the non-ferrous metals 
industry. 

IT. Development of the Indian Son-ferrous Metals Industry 

The important N"on-ferrous Metals with which India. is immedL,tely c·oncerned 
are Copper, Lead, Zinc, Antimony, Aluminium, l\IP.gnesium and Tin. Of thest>, 
India's resources of Bauxite and l\IagnEsite are big enough for the estaUit:hment of 

. self-sufficient basic industries. She has appreci~:.tle restrves of Copper Ore, and 
Lead Ore some of which ere being \\orked while none at all of tin and but limited 
quantities of zinc. The Antimony Rdinery at Bombay which sta.rted d.uring the 
war was based on the obtaining of ores from the property et Chittr;;.l, wl.id1 has 
since fdl0n into Pakistan. The Refinery has therefore now become dependent on 
imported ore either from Bolivia or from Burma, unless frrsh prospecting and ex
ploration should reveal other wcrkable deposits in the eountry a:, in the E:tst Punjab. 
Lead production whieh is based on an estimate of 6.000 tons of refinl'd metal per 

_year mJ.y v.Iso be possible of being inerensecl., with fuller prospec-ting of occt;rrence.,; 
such as in. the Ce11tial Provinces aml Central India while Jaipur, )lysort' awl 

. .Sikkim may yield arlcl.itional workable resources of c·opper not yet known. 



The present posithn of India. in respect of different Virgin l\Ieta.ls as also of 
manuf.J.cturcs and semi-manufactures may be indicated roughly as below :-

X arne of the Metal 

1. Copper 

2. Lead 

3 . .Aluminium 

4. Antimot•!f . 

5. Zi•IC 

Virgin Metals 

Yearly total domanrls 

2 

51,000 tons. (This is lower 
thnn the 70,000 tons a~
cepted by the Tariff 
Board and is fixed having 
regard to the loss of cer
. tain cons tuning markets 
to India.l 

24,300 tons. (The estimate 
by the Tariff Board of 
15,000/18,000 tons has 
been found to be on the 
low side due to further ex
pansion of the industry.) 

20.000 tons. 

fiOO tons. 

48,000 tons. (The Tariff 
Board's estimate was 
50.000/60,000 tonE>.) 

Yearly 
,,upplies 

from 
Indigenous 
Industry 

Remfl.rk.-. 

3 4 

't'ons 
7,000 Nearly 44,000 tons will there· 

fore have to be treated as 
deficit, of which about 37,000 
tons may be imported in 
ingots, scrap, and wire bars, 
i.e. as raw metal. 

1,000 The installed yearly capacity 
of the Metal Corporation 
of India Ltd., is about 6,000 
tons but their present pro
duction i11 expeeted at about 
1,000 tons. 

The ingot capacity available 
at the moment between 
the two Aluminium Com
paniel'! at their peak is 
about 7,000 tons ; capable 
of expansion to 15,000 tons 
per year. For balance see 
under Semi-~Ifrl'l. of Alumi
nium. 

The indigenous cap~city iS 
sufficient to meet the total 
demand but the restrictive 
factor here is the supply 
position in regard to ores. 
Since the loss of the mining 
property in Chittral ores 
have to be imported from 
Boli,·ia. 

Xil. To be fully imported 

(Til{' above estimates do not take into accotmt recovery from scrap and its consumption.) 

·6. Semi-manufactures 

(a) Copper and 
l1ra.ss sheets. 

•(b) Rods of bra8S 
2,!j00 tons and 
Copper indud
ing Arsenical 
'Jnd Ertruded but 
e..rcluding electro
lytic black copper 
rods. 

!iO,OOO tonR 

2,500 tons, (Tariff Board's 
et!timate was about 4,000 
tons which we now feel 
wa!l too high.) 

50/55,000 
tons (Tariff 
Board's 
estimate of 
15,000 tons 
has already 
been greatly 
exceeded). 

Nothing is required to be 
imported except special size 
of plates required for loco
motive manufacture and 
printing. 

To be fully met from India, 
except a small percentage 
of special sections- the avail
able capacity of the extrusion 
pr.:~ss and other rolling mills 
must be about 6,500 tonF<. 
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1 2 

(c) Electrolytic 
Black copper rods 

(20,000 tons at peak of the 
two cable companies rle
mand.) 

(d) Copper~ Brass 
wire (i) bare Cop-
per wire. 10,000 tons 

(ii) General 2,000 tons. 

Electric cables. V.I.R. 50 million. yds. 
Winding U'ires-(Jot- 200 toni!. 

t(m insulated. 

Enamelled wire. 
(B.S.S.) 

Other . sections of 
brass~ copper. 

Tin based . alloys 
(White Metals and 
Solders). 

Small 

1,000 tons. 

7,000 tons. 

Brass, Bronzes, and SD,OOO tons. 
castings thereof 
(excluding cast 

. utensils.) 

Lead sl.eets 1,000 tons. 

Lead pipes 1,500 tons 

Zinc sheets &1 Strips 2,500 tons. 

Alumini1tm MI.eets, 15,000 tons. 
for utens·ils. 

Aluminium foils 750 tons. (About 300 tons 
more of strips may be 
required for milk-bottle 
capsule foils and other 
miscellaneous job.) 

Aluminium Powder 500 tons for paints. 

Castings 800 tons castings. 

General ]j)nyineering 

Rods fo-r cables 

2,000 tons. 

1,000 tons. 

3 

30,000 
tons ·· 

To be fully met from India. 
except about 1,000 tons of 
special sections. The capa
city for bare copp!lr wire
was put by the Tariff Board 
at 24,000 tons a year and 
of commercial wires at 4,000. 
tons a. year. 

Sufficient to meet full demand. 
300 There is no capacity for paper-
tons insulated cables aml Cambria 

Cables, which have to ... be-
imported fully. -

100 tons, that is more than is sufficient to 
meet present demand. 

Bulk of it made in India.. 

40,000 
tons. 

1,00,000 This will cover also the melting 
tons. capacity required for the

manufacture of brass and 
copper sheets, brass and 
copper rods and brass and 
copper wires and still leave
a. surplus. 

The full demand excepting s~ts required 
in special sizes for the Chemical Industry 
is available within the country. 

Full demand to be met from cotmtry's. 
production. 

1,500 
ton~. 

5,000/7,000 
tons. 

Strips for battery mlmufac
turing and shE'ets for print
ing blocs to. be imported. 

(For the Tea Industry which is fully mflt 
from Indian produetion. Anotht>r SOO 
tons came in from abroad, which should 
h~ve gone int? Chocolate wrapping .. 
Cigarette wrnppmg, etc., 11nd partly re
flXported to Ceylon.) 

For use in A.C.S.R. Demand for A.C.S.R. 
cables fully met between the Kicco and 
Mfs. Aluminium IndustriM Ltd. while
rods will be supplied by M,'s.- National 
Rolling Mills Ltd., if Aluminium wire 
bars are receivfld. Even at twice or 
thri('e this demand, these units could 
handle the same fully, as they are. 

-------------------------------------------------------
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From the above account it will be dear that the Industry during the brief period, 
that it ha.s been in existence, has established itself well remembering that it had to 
~art mostly \\ith tmpronsed machinery when import channels for the supply of 
most met1l manu[~ctures and semi-manufactures as also of capital equipment& 
completdy stopped during the war. The Industry gtves employment to about 30,000 
persons, ewn at the 1educed output at which it is working in certain of its branch
es. It Ui:;tributes in wages approximately Rs. 1 crore, 9 lakhs a year. Its inva.lu
aLl0 importance as a key industry for the defence of the country was felt dming 
tho war since which time the GowrnmE"nt of India committed itself to prott>cting 
awl fnstuing it within the country. 

m. Assistance sOW At'ailable. 

111e prott'(:tiYe duties that are leYied on different metal manufactures and 8emi
m;muf,tcturestcd:ly are detailed below:-

!. C••I'lot'r and Lead, copper scrap, Duty free. 
L;~d in;nts, l,,,,d sc-r;\p, zinc ingots 
,..I.,lJs, Llolks or Lrrs and zinc scrap. 

~- Tin, tinscr<tp, and tin J)l,lte scrap, Duty free. 
Xi•kd and Xickd scrap, CobPlt, 
C'i,r<:>mium, Tungsten, ~lggnesium, 
:'.Lz.."k and Sl·r;>p of a.ll other Xon-
f,·rwus ~Il'tds and Alleys. 

3. Tira~s in:-:ots 
4. Ziw· & Lc•.tl ~hef'ts . 

L ,,J ,..l,ct ts fL•r tea c·he!'ts 

/C 10% .Ad Valorem. 
~0% Ad Valorem. 
30% Au Valorem. 

.J. y, ll•>W Illl'i<J ~llv\":0 othl'r th<~\1 
Lr >-, t in-s••l• lvr, <otLt'r white met~l 
;-!! .. ys typt• mt tal, Xil·kd r.llvy!', 
Ill.' tu!L, t mnl guod;; such as Steam 
;.tc•l :-;,,nit .. ry tittings. 

ti. I:r,, "' :-},( ( ts 

-;. ~fuLt·:-'. l)irt·~ & ~l'c-titllts of Bras:-; 

s. Tul, ~. ~tri1 s .:0.1.d :;L·ttion,; l•f lead 

~~- I~ .r~ L; nl-l'Ia\\ n or amwalled 
Ll,. t n lyt j,• (\•I •pu wire and 
C.tl.J,_ s .-\.C.S.TI. 

10. (\'I' I l r :'Ln t:" 

11. ri 1 ('::' & Tul.c" of CDpper . 
I~. C'··J·l"·t r•••l~ l•th..r than Elcc-tro

lyt il· eun•,•r ft)d..;. 

I:). r:,,,,J,; & \\'ir,•,.; uf Brass 

14. EJ,·l"tn•lytie er•I•ru rods • 

J:i. RuLbt·r lnsuhtcd cables 

16. Antimony 

30~~ Ad Yalorem . 

:~o% Au Valorem. 
Ditto. 
Ditto. 

Ditto. 

:::!0% ..ld Yalorem on British ~lanuLtctures 
anu 36% ..lJ Valorem on Xon-British 
:'.Ia.nufi.lctures. 

Ditto. 
3.J% Ad Valorl'm on British ~bnuf~ctcre~ 

and 4.J% Ad V,Jorem on Xon-British 
~Ianuf<.1ctures. 

3.)~~ Ad ValorEm. 
:::!.J% Ad V!'lorem on British ~Ianufactures 

and 30% on ::\on-British ~Ianufactn
res. 

i!%-
30~~ Ad Valorem duty on refined metal 

and ~O% Ad Valorem on Crude Anti· 
mony. 



17. Aluminium 

Indian· Aluminium Co. Ltd :-

88 

30 % Ad Vr.Iorem duty plus a 8JJe<ifi(' duty
on ingots, shr:ets, 8trips and circles. In 
the ca.se of ingots Rs. 328/- per ton, 
237/- per ton, and Rs. 146/- pe1 ton 
during the ye~rs 1949-50, 1950-51 and 
1951-52 respectively and on shr·ets and 
stri?s and < ircles, Rs. 121/- p<·r ton, 
Rs. 46 per ton respectively for 1949-50 and 
1950-51 "Lh no specific duty at all on 
imports of slwets and strips ar,d circles 
during 1951-52. Bcsi<lcs t.he aLOH', the 
Indi<Ln Aluminium Co. and the Alumi
nium Corporation of India Ltd. have 
been granted subsi~ies as follows:-

Rs. 330/- per ton on <tll sheets and circles of the com:p:-ny during 1949-50. 

Rs. 230/- per ton. ,, , , , ,_ , 1950-51. 
Rs. 130/· per ton. ,, , , , , , 1951-52~ 

The Aluminium Corporation of India Ltd :-
Rs. 710/- p<'r toP. on 11ll sheets and circles of thz company during 194!.1-5(1~ 

R<>. 610/- per ton. , , , , ,. , 1950-51. 
Rs. 510/- ptr ton. ,, ,, ,, , , 19.31-52. 

Wtile on their Ingots it would be 900, S2t), Fnd 750 rupers _per ton dunng the 
respective yeaxs, the ntr~ of duty !l.nrl suhicl.y ac h f< d on thelr.r.c((l coF-t t x-v.uty 
of aluminium ingcts being Rs. I ,275/- p1 r ton r.1al of 20 gur ge cndu; LciEg Rs. 2,614/
per ton and are liable to suitable adjustnwnt;; if tLo:e Jri({ s ~hodd n ry. The 
assist£..nce is to be operative for three yeF.rs ar..d the st: tf'irl.y is to Lc m<·t out 0f th~ 
add.iiiond revenue that IS expecttd to be realised from the enhanc<'d <l.uty thr.t will. 
be imposed on aluminium ingots, sheets, and circles. 

IV. CD'mparative duties in the U.S.A. &: Australia 

The duties th'1t are now pr0posed compr.re V<'ry favourably With most < f the 
protective duties enforced in countries like the U.S.A. c.nd Austrdi<'· r.ncl Fhould 
by such shnck.rds be regarded as being low. Tte rP.ttS of duty in the U.S. accord
ing to the Tariff Act of 1930 and the Tmde Agreements worked out for coppe-r to 
nearly 2 cent~ per lb. whill the corresponding dutic·s on ler.d n.ng«:> from 3/4 ce-nt per 
lb. in the metrJ to about 1-1/8 cent a lb., on items like sheds. Besides the above, 
the United Statl's usudly has been protecting the mctd ir:.dustry by the levy 0f an 
excise tax cf 4 cents a lb. on coppu-reduced to 2 cents <'!. lb. by the GenPv'1 Trr.cl& 
Agreements and wt.ich is however now susper:.ded until June 1950. Simih-.rly the 
duty on Le..'!.d 0Te, Concentrates and Pig LeLd h:.s bcm susper,ded as dso the duty on 
Alu~inium, Magnesium and Zinc scrap as wE-ll as Zinc clioss r..r,d Ekimmingt; until 
June 30, 1950. During the we.J i.e. from August 1::?, 1941 to the close of \\\.r, Am('ri
can Copper prices were pegged by the Gonrn.ment r,t 12 cents pu lb. ddiwn d Con
necticut V<:.lley with cost plus contracts Lrmngcd for dl prccl.uctrs um~1le to meet 
this price. On Fel,rur.ry, 1942 the pnmium }kn W<ls inaugurr.tcd. uml.t:r whi.-h 

. quot<.s were set for va.Iious producers and 5 ccpts l;er lb. r..i:d('d to the 12 ('ents for all 
production exceeding the quota through a Gonrnment n,g('ncy kncwn rs the 3IctaJs 
Reserves Company. LatEr an additiunnl premium cf 15 cents pn lb. w.:s <-<1.tkd to 
the sm .Her mines. Ti1e over-r.ll result of sueh me<·.sures hr.s been thn.t the etding 
for copper piices w<ts m~.int"'incd r.t 12 cents per lb. but the an1a.go price }Kid L) 
Producers dtrring 1942-45 varied progrE'ssivdy from 12·25 CTPts per lb. to 13·75 
cents per lb. The Government durmg thE w.u ~dso controllnl. tht procuremPnt of 
mctd3 from abro:1d pa.ymg anv differences between th::1 c.ilin~ price fixed withm the 
country and the Government!;; own purchase pnce. 
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Alongside ('f the Austrdian Ta.Iiff Schedule also the Indian T!'riff is indeed" 

,·cry mo<h rat<' on metd items. A complete list of the duties or. (.iff<·r<'nt mehl 
items rr· vdPn.t in Austr .. .liJ has brcn ~~ivcn by th~ In(.ian TE.J iff Boaril in its report 
on the Non-furous l\ktds Industry puUishcd. m 1946, and is not for that reason 
agdn detLiled. hue. Most of the duties in the Gencrr.l TP.riff in Australia. arf" sped
fie dut il s except in p, few cases wlt£'f<' tlH-re c.re ad valorem d.utks twice as high as or 
even more than twice c.f the IP.tl,ir.n ad valorem duties. ]i'or instance, ir. the ca.se of 
papt'r or CC?.mLric inst.Lted caLlts tho duty in the Indian Tariff Schedule is 30% 
while the general Truriff in Am;trdi::t is 45%. Similuly on brr.ss circles and strips 
in Australia therr is a 5(,% duty agr.inst a duty of 3(,% ad valorem in the Indian 
Sdte<l.ule. The duty on Coppc1 rocl.s is 5C% agdnst a duty of 35% ad valorem 
on: .II Briti:-;h 1\Ia.nuf.LCtures v.nd 45% ad valorem on all Non-British Manufa.ctures 
iu Jnclia. ' 

V. An estimate of the assistance available during the war and later under the 
Protective duties 

The assistance available to the Industry durin~ the War and later has been in· 
the nature of facilities for the import of necessary. plants and equipments into 
the country, the bringing in sometimes even of personnel, the supply of raw materials. 
from Government depots during the war besides the supply of power and fuel at 
fixed rates, the planning of Government orders on the factories during the war period 
and the natural protection afforded during such time by the closure of import 
channels. The actual assistance which the Industry has derived from the duties 
which have been imposed is not possible of being correctly assessed yet, for the im
pcs'tion of such duties coincided with restrictions-on licensing of manufactures. 
and semi-manufactures arising from considerations of foreign exchange. Further, 
in most cases the protPctive duty merely sanctified the existing position by the con~ 
version of the revenue duties into protective. As against this must be kept in
view the fact that during the war .• the prices paid to the manufactures and semi
manufactures were alway:'! fixed prices-in the case of a company like the Indian 
Cop]lPr Corporation these prices were below the world price and naturally deprived 
the Corporation of reserves which it would have been able to build llP in case their 
production had been sold at world price3. The import of plant and equipments 
in the exigencies of war and at inflated prices which worked to 200/300 per cent. of 
pre-war pricc>s has necessarily told on the capital structure of the Indian metal 
Industry and to some extent affected its competitive power in relation to foreign 
manufacturPrs who ha1 purchased plants and installe:l them at pre-war prices. The 
r011Jnuncndation which was made by the Indian Tariff Board in all these cases 
that 1,\.Ult and capital equipmcnts imported into the country for the purpose of 
rPplacl'mcnts and modemisation of the factories shoul:l be duty-free was not im
plemented although after protected delay and after a good deal of equipments had 
already arrived in the country, the duty was lowered from 10% to 5% on plants to. 
he brought in the future. 

VI. Broad aspats of the present policy where it ha8 faikd 

Having given a brief description of the development of the metal industry BO' 

far in the country and the manner in which it is protected today it is appropriate 
to foeuss the attention of the Commission on the directions in which the Tariff Policy 
as applied to this industry has fallen short of the Industry's requirements and ex
pectations. 

Fundamentally, the method of examination by the Tariff Board and the imple-
(n) Method of Exumina· mentation of these recommendations by the Government 

tion by tho l!oard and hrwe not been different from the policy of discriminat
actiOn by t!Jo Gov~>rnmE>nt inrr protection which was laid down by the previous 
not ,-ery mn h d.ff reut P • . · • • • f 
fr<>m discriminatinrr protec· FLScal CommissiOn. It IS the considered VIew o my 
tion. c Committee that the exigencies and opportunities of war 
and the closure of import channels consequent on the country's general adverse 
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'balance assisted the industry more- substantially during these years of ih 
-origin and growth than the halting policy of protection chalked out so far 
For instance, with a better appreciation of the importance of the industry in the 

··defence .of the country an~ its usefulness to ?ther industries as the supplier 
-of matenals necessary for thell' up-keep and mamtenance, the recommendations 
-of the Tariff Board to allow duty-free import of capital.equipments and machinery 
should have been immediately implemented. It is also appropriate to record 
here that although the Tariff Board submitted its reports to the Government 
on the different sections of the Non-ferrom l\Ietals Industry on the 
6th of October, 1946, it was not until ll-6-1948 that the Government of IndiH 

.announced their decision on this report. The Government notification implement-
ing these duties was issued still later. The period of protection which had been 
indicated to be covered by this Board was a three year period ending with the 31st 
March, 1950, so that as things shaped by the end of l\Iarch, Hl50, the duties woulcl 
have been in force for less than a year and a half. In the same manner, the case 
of the aluminium industry for protection was reported upon by the Tariff Board 
on the 20th June, 1946; but the Government's decision on the report was not avail
able until the latter half of May, 1949. This shows that the sense of urgency 
which is necessary in the examining of cases for protection and the taking of execu
tive action on the recommendations of the Board was not present in deciding on 
these cases without which the necessary atmosphere for large-scale industrial de
velopment of the country could not be created. Similarly, while interpretation 
of conditions attached to the grant of protection have no doubt been somewhat 
more liberal in the case of the interim Tariff Board appointed after the last war, 
it has also in its work been functioning to a large extent in the same spirit as ani
mated the previous Tariff Boards in the country. It is the view of the Committee 
of the Association that although watchfulness will be necessary on the side of the 
executive to make sure that protection granted to the Industry is fully utilised by 
it for its future development, the grant of protection itself should be adequate 
and liberal in all cases where there is a pn~ma facie neerl for protection. In fact 
in such cases, it would be necessary to protect the industries straightaway and to 
conduct a more detailed enquiry only in case the measure of protection extended 
should be regarded by the industry as insufficient. The conditions for the grant of 
protection like those which require that the industry should be established and 
conducted on sound business lines, that having regard to natural or economic ad
vantage or its actual or probable cost it is likely to develope in a reasonable time 
sufficiently to be self-supporting, and that it is an industry which it is desirable in 
the national interest to grant protection or that the probable cost of such protection 
will not. be exeessin>, still carry the trails of the previous Fiscal policy -which aimed 

, at finding~ a justifieation to keep the industrial cleyelopment of the cmmtry in a 
nasecnt stage. "\Yhat is required instead is an unequivocal assurance that in the 
interests of large-scale industrialisation of the country any new industry whieh is 

important to the national economy would be protected straightd.way and to a gener .. 
ous extent. 

Apart from protection by Fiscal or Xon-Fisral measures, the de>elorment of 
(b) Kon-Fiscal Measures this indu~try_ calls also for an _actiw mineral policy, 

neither suffic-iently assessed the explmtatwn of hydro-electnc po·n'r on a large 
nor implemented. scale, . f~1cilities . ~or inducing the intlo'~ of i~1creasing 

quanhhcs of nrgm metals and scrap m which India. 
is deficient etc. Industries like the Aluminium Industry which required substantial 
investments even to start with may have to be assured of adequate protection, if 
they are to be started at all. The building up of Industrial Re5earch Institutes anti 
Statistical Institutes must also be a part of the policy of assistance to industries in 
the future. The half-hearted character of protection extended even to the metal 
industries of the country may be made clear by a. reference to the great amount of 

--discussions that took place at the meetings of the Tariff Board on the question 
whether the secondary metal industry (alloy and ingot ma•king, utilising scrap 

1metal arising) in India should be protected or not and the subsequent decision of 
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.the Gove~ent that a token duty of 10% on the ingot brass should be considered 
~fficieJ?-t for the establishme~t of a. Scrap Refinery industry in the country. l\Iost 
mdustrially advanced countnes lay great store by refinding of scrap, as a. measure 
of conserving metal supplies. As will be clear from the measures of protection 
extended for the Aluminium Industry in the country even the modest recommend
ations of the Tariff Board were substantially revised by the Government. This was 
so al~ of the first enquiry held over the Antimony Industry by the Tariff Board in 
1946. Xon-Fiscal measures like the payment of subsidies, the giving of tax-reliefs, 
the import of plant and machinery duty-free, etc. which were recommended by the 
Tariff Board did not receive the consideration from the Government which they 
deserved nor measures like the reduction in Railway freights, etc. The practice of 
computing permissible cost of production has not been satisfactory-and has not 
been conducive to inviting fresh investments in such large-scale industries. In 
sum therefore the spirit underlying the enquiries conducted by the Tariff Board and 
the recommendations made on the same by the Government although more liberal 
than in the past has nevertheless fallen short of wh~t is necessary to create what 
may be called an industrial climate in the country .. Remembering that India has 
not, unlike the West, passed through an Industrial Revolution which gave the main 
"fillip to more and more industrialisation there, it would appear that even the laying 
down of stated criteria to determine the eligibility for protection for industries would 
be extremely ill-advised. Instead the industries which are set-going must be given 
all possible facilities for their establishment and growth during the coming years 
based on ad hoc summary examination of their needs and difficulties. Natural 
or economic advantages have come to be more and more understood as accidents 
of geography. In any case, different economies today are inter-locked ·and changes 
in the political set-up of countries may substantially alter the position regarding the 
a,·ailability of raw materials and efficient labour, while technological advances 
are inereasingly discountin.g the above advantages, under the circumstances, it 
would appear that the wise course wq.uld be to foster all industries that are possible 
of being built up in the country, taking care only to see that they are least compe
titive as among the different countries of the Asian Bloc and that they are such as 
would be able to draw most of their raw materials and machinery requirements 
from countries whose relationships with India have not· on present shoWing; much 
chanee of deterioration in the event of war. 

\II. DirectioM in which the Tarif] Policy adopted toward8 theN onjerrous 
.J.l! etals Industry has not been satisfactory 

HaYing indicated generally the spirit that should underline the policy of the 
Gowrnment in the Fiscal p«!!licy that it may follow in the future years it remains 
now to examine under certain broad and specified headings the directions in which 
su<:h policy as adopted to this Industry in .the past has fallen short of its expecta
tions and ,.its requirements. 

The first in importance which occurs in this connection is the method of profit 
(n) :\lethod of Profit determination and cost-examination adopted by the 

Determination and Cost· Tariff Board. As briefly cited before, the method of 
Examination. <~uch examination has had necessarily to be rough and 
ready and must be so in future but in the process it often erred on t~e side of.rigi<ii:ty. 
The usual method that is followed bv the Tariff Board is to determme the fair selling 
pric-e of the indi<Tenous producer ba~ed. on what is considered to be his reasonable 
cost of producti~n in the present and in the ~uture and all?wing. IO% ~rofit on 
the hlock eapital and 4% on the working ca~Jital. The fair selling pnce t~us 
arriYed at has necessarily been arbitrary. It did not reflect the c~st of ptoduct~on 
exi>'ting at a. gin•n moment ofttme and for a stated output but a.rnve~ at somethi!lg 
whi('h was sonwhow ascertained to be a reasonable cost In rase the available ~achin
ery worked to its full capacity. This was set off. agains~ what was. surnused. to 
lw a reasonable cost of production in the future, ~.e. durmg the penod for which 

18 ~;. of Corn. 
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the protective measures were being formulated, having regard to possible improve
ments in the installations of machinery, technological advances etc. generally the 
expansion of capacity for production. The average thus arrived lt on two such 
figures, themselves hypothetical, was necessarily bound to be not the cost of pro
duction at a given moment. In doing this, the Board pre-judged the issue which 
it had been called upon to adjudicate. In other words, even if the cost of production 
of what was admitted to be an economic unit under given conditions was higher 
than world parities through some rough and ready reckoning it was decided that 
the cost should not be above a stated figure even at the output mentioned. On 
this basis, the measure of protectiQn which may be allowed was deoided upon. 

In the case of the Aluminium Industry the Tariff Board departed from its 
previous practice of allowing IO% on the block and 4% on the working capital 
merely for the reason that the total invested capital in the industry was huge and 
that at the rate they had sanctioned for other industries the protective duties may 
have to be very high. 'This is in contrast to the observations of the Board in the 
case of~he Antimony Industry where they felt that a profit of 10% on the gross block 
and 4% on the working capital could not be considered excessive in the conditions 
existing, with the investment involved and the high charges of income-tax and 
company-tax prevailing. They, therefore, allowed the profits on the cost of pro
duction as ascertained by manufacturing charges, cost of raw materials etc. In 
the final, the figure assumed by them would have yielded only 2!% on the invested 
capital which they considered should satisfy the industry during the period it was. 
struggling to establish itself. 

·.A policy of this nature cannot be conducive to promoting new investments m 
heavy industries requiring substantial outlay. Besides, depreciation must be 
allowed at the replacement cost of the plant in such cases and not at its original 
value. A rate of 2!% on the invested capital it has been pointed out to us, is 
much less than the rate chargei by even the Reconstruction Finance Corporation 
from industrial concerns. 

The rates of subsidy and the specific duty recommended by them were subs
tantially revised by the Government of India after a further enquiry by a TechnicaJI 
Committee with the result that the protection today to the Aluminium Industry 
is in some directions even less than which had been available to it under the Stop 
Gap Pool Arrangements. Further, by the delay that ensued between the recom
mendl1.tions of the Board and the announcement of the Government's derision 
thereon, many of the costing figures accepted by the Board became even more 
inappropriate as in the meantime the Alumina Plant of one of the companies had 
come into production upsetting the Aluminium cost worked out by the Board and 
freight charges, the cost of hydro-dectrie power and the cost of labour had sub
stantially increased. This emphasises, in tbe view of the Committee of the Asso
ciation, an important aspect of the Tariff Board's working in the recent past. The 
establishment of heavy industries like the Aluminium Industry which requires 
substantial investment funds would not be facilitated under an arrangement where 
the GoYernment are not able to offer more than 2!% return on the block capital 
invested and which too remains on paper. It is quite likely that during the period 
of protection the two companies would both incur substantial losses. In the case
of the Iron & Steel Industry which is an equally big heavy industry involving 
considerable investment, the Tariff Board had allowed 8% on the block capital. 
The rate allowed to the aluminium industry, has it is considered, had a direct bear
ing on the slow progress and the gradual failure of the National Aluminium Company 
a third venture which was promoted under Government blEssings and which is now 
perhaps again to be resuscitated by the Government. The Tariff Board's scheme 
of protection to the Aluminium Industry was based on a specific duty and subsidy 
on the L1got production. Tlus was essentially sound, in as much as it aimed at 
fosterin.g the basio ingottfng industry in India. as the first in importance in the 
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est a Llishment of the country's Aluminium industry. The Government of India by 
hacking on the Rolling Industry to the s·cheme of assistance did put the wrong 
emphasis-for the natural tendency would be to investl in rolling mills ar..d not on 
r<'duction works. 

In the compilation of cost, due consideration should. be giwn to the fact that 
the fa,ctories in India are much smaller thr.n those in other countries like the U.S.A.p 
Canad.a., or Switzerland which are working with a smelter, or rolling capacity of 
hundreds of thousands of tons. The biggest smelting capacity of com
parties like the Copper Corporation, the aluminium companiEs or the Lead Corpora
tion would be considered fractional alongside of that of thell- foreign counterparts 
and even such capacity they are not often able to utilise in full. Further, it is also 
appropriate that in asse.ssing the burden of protection adequate allowances are 
m<ule for the wages distributed in the country by a protected industry and the sub
l"itliary occupations that are created. 

In the metal industry there are also different sections some of whlch may not 
lend themselves freely to reliable cost-accounting as for instance the alloys and 
eastings manufacturing section where one and the same factory would normally be 
enuacred in the production of a wide range of items. Under such oonditions the 
DH~l~d of costing adopted by the Tariff Board becomes a severe handicap to the 
imligenous industry. 

A second important point in respect of which the Association would l:.ke to make 
some comment is the manner in whlch the recommenda-

(h) Instances where Gov- tions of . .the Indian TP,riff Board have been acted upon 
"!'nment a~tion on the by the Government. There are many instances where 
'IAnff Board 8 Re~ort has such recommendr,tions hLve either been completely 
het'n w1th reservations. . . 

overlooked or substantially whlttled, down. For 
in:-;tance, the Tariff Board had proposed, in the case of brass and copper sheetsp 

that provision should be made to adjust the duty auto
(i\ .\utomatic adjustment matically so as to maintain the Tariff value of imported 

of dutit'~. brass sheets at the figures assumed ir. the Repcrt through-
out the period of prot~ction. Thls recommendation 

_ was not accepted as the Government held that the Tariff 
Yalne could not, on principle, be manipulated to protect the Industry and that 
ir~ ('ase any disparity arose it would be open for the Industry to approach appropriate 
sourees for neeessary action. Another important recommendation made in regard 

.. . . to this industry in all different sections was, as already 
(u) Exemptwn from lm- explained that the plant and- maehinery imported for 

port <iutv of Imported plent ' f 1 d · }d ·b-
tln<l mat·hinery. purposes o · rep a.eemen_t an expansiOn s~_ou e 

allowed duty free. In new of the faet that th1s wa~ an 
Iwlustry of war origin which had been working mostly with improvised equip
ment 1md that the cost of new equipments had risen nearly 300 per cent. of the war 
figures, it was expeeted that the above recommendatioa would be implemented 
without reserve. However, a dec·ision on thls matter was delayed for a very long 
time and was not a\·ailable until a year ago when it was Jeeided to remit half the 
duties in force on sueh plant and ma.ehinery in re.5pect of P.ll eqt;ipmcnts imported 
into the country in. the future. Xo elaim for retrospeetin effeet being given to 
t J,j,; in res pee t of fknt and machinery which had been. landed in the eountry in the 
nwantime WP-" aJiowed so that the Industry WP.;; <lt>prin'd of the ad,·antage, only 
I >(•t·<~U"'-" this recommend.a.tion of the Taiff Bor.rd was l'Onsidert>d and deeided 
UJ·"" cftt·r eonsi(kr2.Lle (l.elay. Thls spirit is in sharp contrr~"t to the practic'3 
of other countries. Ev~n recently, it has come to our notiee that a Government, 
like the Salvador Gon-rnment haw allowed completely duty free import of cement 
nwchinery untjl the ye.a.r HW5 to t"nable loeal and "foreign capital being invested 



iin this Industry and the same being developed in a speedy manner. In some easel!, 
as in the instance of the manufacture of zinc and lead 
sheets, the Tariff Board recommended the reduction 

(c) Cases where Revenue of even the existing Revenue duty from 30~ to 20~ 
·oduties on :Manufacture were h h h h f do d do d ed ·th ut any demand event oug t ere was not muc o an expresse eman 
;~r ~~e s-:ne~ for this from the consuming industry, and thereby 

, surrendered considerable revenue merely on the ground 
that production in India was not yet on a large scale. While this could have been 
·Considered a valid reason for maintaining the duty as it was, the view that the Board 
took is difficult to be undetstood, e.specially because the Revenue duty of 30% 
impo'3ed-for revenue considerations had not been pointed out to be as serious dis
ability by the industries ~sing these ~heet~ themsel:es. In the sam~ mannez, the 
Government have sometiiDes been 1gnormg certam recommendatiOns made by 

(d) Draw.back of duty on the Board from ~he point of view of facilita~ing fut"?l"e 
Aluminium rods for the Alu. development as m the case of recommendatiOns which 
niinium Industries Ltd. they made that a rebate should be allowed in excess of 
refused. the 30% duty on the rods imported by the Aluminium 
Industries Ltd.-a company then only being set up-for the manufacture of alu
IDinium cables. The Government held that this concession need not be exttlnded 
then and that Aluminium Industries should approach the Government when fully 
established for any such concession when their case could be considered, "on 
merits". 

Even in respect of the measures recommended by the Board, the decisions 

( ) Pr t t . of the Government have not always been without reserve. 
e o ec IOn as recom- I f B · AI · · lnd th 

mended by the Tarriff Board n the case o the asiC umnuum ustry e 
for the AlUminium Industry Tariff Board recommended assistance by a specific duty 
and as enforced by the Gov- and a subsidy. The Government after considerable 
oernment. consideration of this Report appointed a further Techni
cal Committee to examine the recommendations and then decided that the industry 
should be protected by an ad 'l:alorem duty of 30% and a specific duty and a rate 
of subsidy which were considerably less than the rates recommended by the Tariff 
Board. By the time that these decisions were reached, the period of protection 
for which the Tariff Board's proposals had been framed namely the years, 1946----49 
had already lapsed and a modified measme of assistance was made effective only 
from the middle of l\Ia) 1949. A detailed statement showing the difference between 
the assibtance which would be available to these two companies under the Pool, 
the original recommendations of the Indian Tariff Board and what is now actually 
.available under the Government's decision is enclosed. This would be a sufficient 
testimony to the fact that in its attempt to reduce the burden on the consumer, 
the Government have cut down the measure of assistance w the bare need thereby 
putting it in a wry great difficulty for the existing compa11y to carry out its pro
grammes. It would have been appropriate for the Government to have considered 
in this connection that the higher cost of the aluminium companies in relation to 
their foreign rivals is to a large extent due to the unbalanced plants they have · 
had to y:ut up under thB str.:ss of war, often under 'Y-lnstant pressure from the Govern
ment to do so. In. the case of the Indian Aluminium Company, for instance, the 
Rolling Mill was the first to be, put up; then the Reduction Plant at a site consider
ably distant from the rolling mill and lastly the Alumina Plant. The working 
of the reduction plant to its full capacity is not pos8ible owing to the restrictions of 
powf'r supply with the result that the Alumina· Plant als6 has to be kept at a 
considerably reduced output. In the case of the CorporatiOn, while the alumma 
capacity is about 6,000 tons the reduction capacity is only 2,000. "'While they haYe 
not yet si-e:eable rolling capacity they are also using costly thermal power which 
increases the cost of reduction. Against an estimated cost of I anna per unit of 
power, the present cost now of power to them is about 8 ps. per K.\V. The import
ant point that arises from these is that while the factors which contributes to 
their higher cost of production against the foreign rivals has been set off against 
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the two companies, no allowance has been made in view oft he. ract that in the wry 
nature of the demand made on them by the Government during the war their 
plants could not have been more balanced or economic. Instead, the severe cal
cuJ:>tio~ ~ade by the Tariff.Board have resulted m depriving this heaYy industry 
of tts a.bilit.y to forestall posstble rate wars and dumping from more industrialised 
C'Ountnes hke Canada, the U.S.A., Germany, Switzerland and Japan. Even· the 
cost of import~d .Alum~ assumed by the Board in their Report has been rendered. 
largely unrealistic while the cost of labour, power and transport has increased 
demonstrably in common with many other industries of the country. 

In recounting the number of recommendations where even the modest recom

(f) Proposal for the 
setting up of an Aluminium 
Development Board .. 

mendations of the Tariff Board were by-passed by the
Government, mention must be made of the proposal 
which the Board had made in regard to the Aluminium 
Industry for the formation of an Aluminium Dewlop-· 
ment Fund, out of the ·.balances anticipated from the· 
yield of the duty after p!J-ying the subsidy to tbt> two

main producers. The Government held that it wa51 not necessary to constitute
the Fund for such purposes. Exploration prospecting and the proving of ores~ 
especially in the nascent conditioll.lJ of mdustrial development of the country today 
have been assigned by the Tariff Board to be distinct functions of the Government 
whereas the Government had decided these must be the role of private industry 
and that very little indeed could be done at the Government's initiative. 

ln the method of working out the details of subsidy, 1t Is understood that the
(g) Payment of subsidy subsidy is being paid on the total sales and not on their 

on safes. total production as recommended by. the Board. This 
naturally implies that stocks carrieq.'<>ver from one year's production into another 
would be receiving the subsidy at a lower rate than specified. It has been the ex
perience of the companies during the time of the Pool's functioning that there was. 
considerable time lag between production for the Pool and the final dis:rosal. Yet 

another recommendation made by the Tariff Board was 
(h) Reclassification of the reclassification of metal ~terns in ~he Cus~oms Tariff 

Metal Items in the Indian Schedule under an approprtate mam headmg so-that 
Customs Tariff Schedule. there would not be chances for the duties that are· 

prescribed to be circumvented. Executi"te action in 
respect of this h!l.s either been held up or not considered necessary et all with the 
result that items like valves, cocks, and fittings, etc., e.re coming in et a lower tate
of dutv declared as machinery parts or pipe fittings while certain others like electro
lytic ~anaanese which is a necessary virgin metal is not obtaining the benefit 
of the dut"'y free import by its being classified as manufactur€d material. In the
same manner there are dtfficulttes in import of scrap into the country for even though. 
scrap import!: are duty free, the absence of a definition regarding scrap results 
in rejections and misfits which are imported as scrap being not allowed to be 
cleared. In this manner, the advantage whrch the industry might otherwiE& 
get under the Board's recommendations is denied. Tbe idea of building up a 

strategic stockpile has similarly been 1ecommended. 
(i) Bulding up of a by the Board. It becomes important to an industry-

strategic stockpile. whose raw mP.teriels lie scatteted out of India and whose 
chances of supply in the event of war may be jeopardis-
ed. The United States even thougl' she is the biggest 

producer and the consumer of these materials has nevertheless been bmldrr,g up· 
an apprecmble stockptle. By virtu.e of her position as both the biggest producer
and the biacrest consumer of metals m the world the U.S.A. sets the pace to world 
metal pric~;. In the context of this, it is all the more important to have a proper
stod~pile which would be a safeguard against scarcity conditions in an emergency •. 



"Finally, orderly disposal of surplus stocks by the Government has beeH recommenu
ed by th~ B:n.rd so as n0t to compete with the Industry 

(j) . Orderly Dipo39.1 or but the m1.nn~r of disposals noticed so far h'Ls both 
surplus stocks. been chaotic and disord~rly ·and has frequently upset 

the Indian market especially so in new items of manu
fct('ture like rod;;;, bars, and other sections of brass and copper. The ::\Iagnesium 
stocks held by the ·war Assets Administration in America were taken over to the 
:strategic stockpile to facilitate the working ofthe Magnesium Company there. 

VITI. No safeguard against dumping 

The assistance so far extended to the :\Ieta.l Industry in the country has been 
-formulated only from the point of view of normal competitive conditions and has 
not been visualised to safeguard against dumping. Recent quotations which have 
·been ·received from Japan for the import of brass sheets and circles as also for alu
minium sheets and circles from Japan and Switzerland indicate that these may 
Tery nearly fall into the category of dumping. Instances of this kind should be 
subjects for immediate executive action as and when they should arise and canne>t 
in the nll.ture of things be subjects for a long drawn out and e·xhaustive tariff en
·quiry. 

IX.· Need for quota restrictions in regard to imports 

There are also instances where quota restrictions may be necessary as in the 
·case of lead sheets. In the case of lead sheets most of the consumers would be 
.able to do very well with 3' wide sheets of indigenous manufacture. In spite of 
these, if materials are imported into the country they could prejudice the indigenous 
:manufactures, as most of these are utilised in small quantities by the con~umer to 
whom the price itself would not be a major consideration. Similarly in the case of 
alloys there is sufficient capacity in the country and a total import restrietion' 
would be necessary. Further, the expansion of the capacity that has taken place 
'in countries like Canada, Switzerland, Japan and Germany for metals like alumi
nium m<tke it very probable that they may attempt to off-load in India. materials 
at cost or less than cost only for the facility of providing additional tonnage to 
'their, works.· 

X. Effects of an ill-conceit·ed Railu:ay Rate policy on protected industries 

An unfavoura.ble railway rate structure can certainly deprive the industry 
-of many advantages which it may otherwise derive from measures of carefully 
formulated assistance. Generally, the drastic revision of rates involving the abo
lition of many concessional rates recently has raised the freight burden on the metal 
industry. About 5 tons of ore are necessary for the production of one ton of refined 
metal in aluminium. Calculated on the basis of total raw materials, it will be 9 
to 10 tons. If, therefore, the haulage of the ore or other raw materials becomes 
·costly, the eost of production, of the metal would necessarily be affected. 

Under the Old Pool System, aluminium ingots were delivered F.O.R. desti
nation, freights be-ing met from the Pool Account. As between the r<~.tes in force 
for aluminium ingotf' before l-l-48 and later with effe-ct from tha.t date-, it is found 
that from about }~.;;. 9G ·5 as P"'r ton of aluminium ingot produced bv the Aluminium 
CorporatiOn. it rose to about Rs. 129-15-0 pe"r ton for delivery at "Bombay. Simi

larly, e-ven on bauxite the charges have increased. The cost of the bauxite at 
Smelter was taken. by the Tariff Board at about Rs. 15 pet ton. ; but since the revhed 
rates have eome into force the ore to the Corporation 'Li its site costs bE>tween Rs. IS 
per ton toR-,. 20 per ton.. Between the lst of January, 1948, and the lst of 0-:tober, 
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1948, the rates for Bauxite rose for the Corporation from as. 4 ps. 6 per Maund to as. 
5 ps. 2 per ~Iau~d over and above the as. 2 surcharge per rupee, the burden from which 
also eorrespondmgly increa.sed. The railway administration to whom this mat.ter 
was repre~ented held that the increase merely represented the absorption of the 
sur;harge mto_th~ basic rate; this, howe,·er, is objectionable as it made the surcharge 
lened on exceptiOnal and emergent consideration a permanent fixture. The 
Tariff Board's recommendations that all factors which retard the attaining of low 
.cost of production for aluminium should be eliminated has certainly been violated in 
this instance. · 

The Indian Aluminium ·Company similarly in tendering evidence before t.he 
Board gave certain comparative figures for the movement of aluminium in India. 
and Canada, which are elucidative. Over one ton of ingot produced, 9 to I2 
ton miles of raw materials and semi-manufactured goods are to be moved. On 
this basis the comparative figures in India and Canada were mentioned as below; 
but these have become out of date aft~r the last freight revision in India and in the 
absence of information regarding the present rate position in Canada, we are not 
able to make these figure!l up to date :-

Freight in pies per ton m~le: 

India Canada 

Aluminium Ingots II 2·9 
Aluminium sheets & cirrles 5.-5 3·5 
Bauxite I 9•3 
Alumina I 4 
P<·trolium coke 4 2·9 
Piteh 9 4·6 

'The freight rates paid hy the Aluminium Corporation today are :
Freight in pies per ton mile . 

.Aluminium Ingots 
Aluminium sheets & circles 
Bauxite 
Petrolium coke 

/ 

25 
25·9 Pitch. 20·6 

9·3 
4·6 

In regard to the Lead Industry, a:nother anachronism. in the matter of railway 
rates eame to light. If the lead ore 1s brought from. RaJp.utana to the Sm~lter at 
Dhanbad for smelting-a distance of about I,300 miles.-1t cost only Rs. 45 per 
ton of r<"finPd metal computing It tons of concentrates to be moved for on~ ton of 
metal. lf lwwever it were re.iined in Rajputana and brought to Dhanbad 1t would 
cost Hs. 67 per ton for the refined metal. While on prin~iple the fini:;hed material 
mmt bear a l1igher rate the Industry must be able to avail of concesswnal rates to 
distribute its output. 

In the fir;;t enquiry whith was made into the claim for. pro~ection to the anti
monv inuustry it was again found that transport charges. by rail a.Jone worked out 
to n~·arlv i 0 ' of the total col'lt while rail transport along w1th methods of transport 
otlwr tl{an ~~il was in total accounting for about 66% of the manufacturing char-
gr:>. 

The instances which haYe been cited above will bear out the fact that a railway 
polic·y whic·h is not prop:rly conceived can larg~ly nega~h:e industrial development 
fur whic·h a.ssi~tl\uce jf; J:>Xtended by mean~ of dut1es, subsJ(bes etc. 
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XI. Importance of the .mpply of cheap electric pcu·fr in the do:dcJ.m€nt of 
Metallurgical Industries 

The supply of cheap electric power has come to be an important auxiliary in 
any policy of industrial development. The reason for the establishment of the 
Indian Aluminium Company's reduction plant so far away from their smelter and. 
their rolling mill was merely the availability of electric power in the South. It 
becomes imperative therefore that large hydro-electric schemes which have been 
contemplated are given the first priority. The following table gives some relative 
idea of power costs in the world :-(All hydro-electric). 

Canada ·044 to ·066 anna per K.\V.H. 
Norway ·044 to ·066 do. 
Sweden ·044 to ·066 do. 
Travancore State 
Damodar Valley (Esti~ted) 

About 
About 

·154 
·20 

do. 
do. 

XII. Tariff Board's Method of ascertaining the cost of production of the 
· foreign manufacflurer unsali~frtcW'1"!J 

Yet another consideration in regard to which the Tariff enquiry as now conducted 
may not be S~"J.tisfactory is in the method that i3 followed for ascertaining the 
cost of production of the foreign manufacturer . and the landed cost of imported, 
materials. As is well known, it has not been possible in most cases to ascerta.in the 
cost of production abroad. The Tariff Board invariably had to be working out some 
hypothetical figures from the available quotations for imported materials by mak
ing suitable adjustments for insurance, freight, manufacturer's profit and other 
items. The Agent's Commission normally remains a.n undisclosed entity and there 
is no method of making sure that these are not such as to permit of imports cutting 
through the highest of tariff duties by effecting some sizeable economies therein. 
Wbile appreciating the difficulties which the Tariff Bvard were faced with in esti
mating such cost of production, it becomes nevertheless imperative to attempt in 
future, to have a fairly reliable idea of the manufacturer's cost in the competing 
countries. It would also be worthwhile to study in such cases if any kind of 
export bounty is opera tin• in these places. 

XIII. J.mportance of the secondary Metal· Industry 

In view of the comparative cheapness of imported brass ingots in India it:: 
was contended .that ingots and scraps shoulcl·be duty free. The fact that the ques
tion, as to whether the secondary metal industry was necessarily a branch of the 
Non-ferrous Metals Industry was debated by the Board, shows the Board's res
tricted angle of approach to a most important subject. The secondary :\Ietal 
Industry is vital to a metal poor country and should. be fostered. Its raw material 
to scrap, its product ingots, and the two subjects should not be confused. 

XIV. Need to safeguard aga·inst international· cartels and combinations 

Any policy of Industrial Development that is pursued should pro,-ide adequate 
safeguards against the operation of combinations and cartels which may be existing 
abroad and which would reinforce the competitive power of the foreign manufa.c-. 
turers. In the pre-war days there was a powerful <'artel operating in Aluminium 
known as the Alliance Aluminium Co. of B:tsle. This was set up in 1931 for a. 
period of 99 years to fi.x quotas for productilln,. among its members and i:> under-· 
stood to have been dissolved during the war·. Sometime ago 1t had been stated tha~ 
the Aluminium Company of Canada h<',d been charging preferential pnce:> for its 
Aluminium sent to the U. K. as aginst India, but this too has had no method of 
verification. It is pertint'nt to point out that at present America and Canada bet
ween them produce about I! million tons of Aluminium. a. .yea:~: whilt>. all. the other 
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countries together only l. million tons_. This will give an idea of the competitive
power the Industry o?ts1de has as ag1nst the Indian aluminium industry and if" 
any central orgamsahon among them should materialise, the aluminium industry 
in India would have serious difficulties. 

In regard to copper, the main supplier of copper to India is the Mesina Tran.svalt' 
Denlopment Co., of Rhodesia in which the U. K. has dominant interests. This. 
has often meant that in the matter of obtaining copper from Rhodesia the U. K. 
and the U. K. companies operating elsewhere would have first priority. Since• 
the commencement of bulk purchase activities by the Government of the U. S. · 
and the U. K. for purposes of their strategic stockpile they have acquired-especially' 
the U.S. Government-wry considerable powers for regulating the activities of the· 
world metal markets. In fact the U. S. A. as both the largest producer and the, 
largest purchaser of essential virgin met <Us exercises controlling powers over the· 
metal markets a.nd New York ha.s come to set the pace for world quotations in. 
metals. 

This reached indeed such a. peak that by virtue of the large reserves held of: 
tin in the strategic stockpile, the U. S. Government were able to influence tin· 
prices the world over and to force the Malayan producers to keep their prices pegged. 
to a level approved by them; · · 

In the case of Copper, upto January 1937, there was an international cartel" 
of most of the copper exporters and later as an organisation of the U. S. low cost 
producers concerned professedly with elimination of middle men, the preventing of 
manipulation and the stabilising of prices. Restrictions on output were removed 
in 1937 when prices began to rise and with the condition that if prices should fall 
these restrictions may resume. Copper prices 'since then have risen strikingly 
except the very unanticipated collapse they have had between the middle of March. 
and the middle of September this year. \Ve do not therefore know if an arrange
ment like this exists now. In the matter of lead also the U. S. producers in. 
l!.l31 did arrange to cut down prod~tion and regulate output but this cartel was 
short lived; it was howewr under:cotood that the International Zinc Syndicate was 
functioning even later. The present position of this too is not known but in view of
the relatively uns.:~.tisfied demand for most metals they may not perhaps be imme
diately operative. The International Tin Committee which sta~ed with the bless
ings of the Governments of the producing countries and has been functioning since 
is a Cartel too-though during the war it became increasingly concerned with alloca- · 
tion.s as it had wry little of production as its disposal to restrict. The Committee. 
is trying to tran.sform itself into a Tin. Study Group which would only be a more• 
polite designation for cowring the same activities. 

The exi~tence of Cartels and Pool Arrangements at a.n International level is a. 
ma.tter which must concern the Government of India very much and must therefore 
be investigated into thoroughly. It becomes all the more important in an industry 
like the metal industry where a considerable part of the raw materials required by: 
the country have to be imported and where the control of the production of virgin. 
mt-tals through Cartel Organisations would necessarily set a limit on both the quantity;· 
of materials that would be available to India and the prices at which the same could·. 
be purchased. ~lore than this, it would also set against the protected industry of 
the country, the organised competitive power of many international organisations. 
of the metal industry which are assembled at a much bigger financial investments: 
and more up-to-date technological skill. It would thus defeat to a. large extent 
the effective strength of any protective measures that may be impkmented in, .th(\ 
country. - - ·· 

S...V. importance of Son-fiscal .Measures 

In an industry, like the metal industry while tariff assistance has necessarily
very great importance for its denlopment, an even more desirable form of asis-
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- tance would be the initiation of measures intended to make the country self-suffi
cient or nearly self-sufficient in regard to its supplies of virgin metals, the inst~dla
tion of equipments, the organis.1.tion of statistical research, and the carrying out of 
technological studies and vocational training. The steps recommended by the 

·Non-ferrous l\Ietals Industries Panel like the formation of a. Metals and ::\Iinerals 
Development Board with powers to discuss and d~cide policies pertaining to de
velopment, the export of minerals, the grant of protection ~nd assistance, freight 
rates, determination of methods by which large indusLies like the Aluminium or 

.. l\Iagne;ium industry could be developed in the country, formuhtion or enforcement 
· of a proper stores purchase policy by the Government~these have largely remained 

on paper. In fact it is not known what p,ction the Government decided upon in 
·regard to the repoi't which was submitted by the Panel. It would be too unreason

able to expect that an industry like the 1\Iagne:;ium industry, for instance, could be 
started and developed in the country without the industrial climate as such being 

. made favourable. The present con'!umption of m1gnesium in the country is limi-
ted- in fact quite infinitesimal, alongside of the consumption ofla.rgely industrialised 

·countries like the U. S. and Cana.da-3.nd Government policy must be concerned 
primarily with the d~velopment of demand of magnesium, indicating to the pros
pective manufacturers as to what types and what intensity of demand the Govern

.. ment itself could guarantee and generally trying to see that India slowly develops 
metals industries in regard to which she has ample resources, truly and welL .\c
tion on these lines by pilot plant experiment, propaganda, etc., has not been so far 

· contemplated. 

XVI. Need for Co-ordination bet1ceen Policy and Executive action 

Similarly, the action of the Executive sometimes frustrates the effect of pro
tection a'! in a case which was brought to our notice where imported ::\Iasonitt:' for 
:Bus bodies was preferred to aluminium despite advantages of cheapness, durability, 
storage value and heat resistance property of the latter and despite the fact th&t 
import of the former from the U. S. A. involved dollar exchange. 

:XVII. Industries which may have to be protected even though they may remain 
uneconomic for long 

Another feature of industrial development which must engage the attention 
of the Commission in formulating a proper Fiscal Policy is that certain project~ 
like an Electrolytic copper refinery, or a tin smelter may not be considered economic 
by accepted standards for quite a long time and perhaps for ever. But from the 
defence point of view, these are most important national projects ; so it is that the 
U. S. spends through the Reconstruction Finance Corporation very large amounts 
on her Texas Tin Smelter which depends on Bolh-ian Ores ; that the Argentine is 
putting up her own tin smelter and that the low grade and already worked out 
Cornish Mines of Great Britain are kept alive though the prices of the ::\Ialayan 
producers would be very much competitivt:'. The :Xon-ferrous ::\Ietals Industries 
'Panel estimated in 19-!6 that the cost of plant and equipment for a. refinery and 
plant for production of t'lectrolytic copper of a capa.city of 10,000 tons per yea.r 
would be Rs. 2,16,47,000. At the present lewl of prict:', this may be ewn more_ 
A scheme like this may have therefore to be protected by a. duty or a subsidy for a. 
considerable time to come but with f30 much of scrap arisings in and around India, 
the blister copper available in Afric.?,n countries and the good will among the 
countries of the Asiatic bloc that she particularly has, there should not be reason
ably any difficulty in feeding such a refinery. Tnis would, not, however, by normal 
stand<trds of the Tariff Board's reckoning and in the light of the guiding directins 
laid down for the working of the Tariff Board, be considered an economic proposi
tion.. A bold and active policy of dewlopmen.t would therefore be needed lu-re 
and mere tariff enquity would be of very little use. The remarks of the reet:'nt 
Australian Tariff Commission that 1t would be necessa.ry to saddle the community 

·.with a permanent protective burden if considered necrssary in the national i>J.terest 
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is tl_1e due for an in~ustrially undeveloped country like India.. In the U. K., a. 
parliamentary Committee reported even recently on methods of assistance to the 
~ow grade tin mines of Cornwall although l\Ialayan tin production is soon getting 
mto gt>ar., 

Belgium has g<!i' a Zinc Smt>lter which is working on concentrates imported 
from the Congo while nearly 50% of the lead produced by the U. S. comes from 
secondary refining. \ 

The point that is to be made out here is that industries such as these have to be 
protected even before their <'stablishment. Heavy industries of this character may 
have tq be protrcted by remi:>sion of taxes on profits ; production bonuses ; draw
back of-Customs Duties on imported raw materhls, etc. With'the facility that is 
now available for dut.'•froe impc·rt of scraps there is already an .advantaue for an 
industry of this kind to be set-going. "' 

XVIII. Stores Purchase policy of the Government and Competition from 
Gm·erltmPnt-ou·ned or Government-c~trolled factories 

A different aspect -of Government policy in regard to which some <;.omment is 
necessary is the Government's Stores Purchase Policy. Most of the 'reports of the 
Interim Tariff Board have stressed the fact that the requirements of the various 
<l<'partments of the Government should be met as far as possible from indigenous 
production. By virtue of the L.ct that the Government happens to be the biggest 
bulk consumer in the market (which is true not merely of India but o.f all th'e coun
tries) it is clear that the industry must depend to a very considerable extent on the 
.demands uf the Governments. A tendency however has been lately noticed on the 
part of the GQ,·.,rnment departments to make themseln:'s self-supporting in regard 
to their requirements -of various metal manufactures and semi-manufactures as 
far as possible by augmentiPg of many of their own workshops. The effect of this 
is to divert the demand which would otherwise be available to specialised units of 
the -private industry to the Govermi1ent workshops, which are primarily intended 
to handle defence requirements or railway repairs, and maintenance. The ord
nance factories ; the dockyards ; the factories like the Hindustan Aircraft which 
are not governed by ordinary principles of commercial costing and have much too 
hea.vy plants designed essentb.lly for other purposes and which in times of emergency 
would not have surplus capacity as now, are not only competing more with the 
l'rivate industry for items which the former is specially equipped to cover but 
are also contemplating expansion of capacity. Similarly, the purchasing depart
mPnts of the Governments sometimes attempt to cover their needs from foreign 
manufacturers, when quotations of the indigenous producer may have bEen slightly 
higher, without even caring to ~scertc.in the reasons for such disparity. It is es
sential to remember that modem industry depends on specialisation and that hand
ling of jobs like these by the Government fact01ies in times when they may not be 
fully taken up with thl' manufacture for which they are intended would not be in the 
intt•n·sts of integrated industrid development. Competition of this kind has been 
noticed especially in it-ems like bronze bearings, axle boxes, phosphor bronze 
ingots, brass and copper extruded rods, bars and sections, sheets and strips etc.
in fact almost all the items which are manufactured by the indigenous industry. 
Instead of this, what is wanted is that the Government being a big consumer in the 
Indian market must purchase from Indian sources and regularly. In fact the 
antimony industry at present has stated that it would be content with the duty 
available only if it could be made sure that its entire output could be disposed of 
and that sufficient supplies of ore to feed their refinery would be available from 
foreicrn sources. The inflow of virgin metals into the country must be facilitated 
by r~{Tular and periodical government purchases in the Indian market, so that the 
metaCimporters may have the certainty of being able to off-load and replenish sup
plies in a regulated manner. The meeting of all Government demands from indi
genous sources would also impart stability and strength to the metal markets in 
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India which would grow more and more confident of acquiring adequate vrrgin 
metals stocks in the country, "ith the certainty of having one regular bulk purchaser,. 
at least. It would be an invaluable assistance therefore to the indigenous industry 
that the demands of the Government are invariably covered from Indian sources_ 
Without this, even tariff assistance would not be greatly helpful. 

In the future development of the Industry it is also important to take into account 
the possibilities of export to the nearby countries. Items like bars, rods, tubes,. 
and other sections of brass and copper as also of' brass and copper sheets, strips, 
and circles; different alloys and castings etc., are already being produced in the· 
country to an extent which would warrant export The development of an export 
market would also enable the industry to produce a bigger output, anll thus to bring 
down its own cost of production. 

Certain types of scraps which may not be utilised in the couu..ry should: also oe 
possible of being exported. This will in turn develop the metal market in India so 
that India would draw into it not merely metal that would be sufficient for her own. 
use but also to cater to some of the requirements of the- neighbouring countries. 

XIX. Got·ernment pol-icy in regard to di.srcsal.i 

The unregulated disposal of vast quantities of manufaatures and semi-manu
factures from Government's surplus stocks has already affected the development 
of the industry in its different sections. It may be recalled that one of the recom
mendations of the Tariff Board was that the pace of disposal of these surplus stocks 
should be so regulated that production of the indigenous industry would. not be 
interfered with to any extent. All the same, in practice, disposals have been made
merely with a view to obtaining revenue to the Government and with the intention 
of off-loading the manfactures and semi-manufactures held in stock by the Govern
ment. 

An instance of this kind which may be particularly mentioned here is that of 
extruded rods, bars, tubes, pipes and other sections of brass and copper. There is only 
one company in India, namely t~e National Pipes and Tubes Co. Ltd., which has 
been put up for such extrusion work at fairly high inv.estment of capital. This
company unfortunately came into production at a time when the stocks available 
with the Government had begun to be liquidated and there were further surpluses 
being declared in adjacent countries. Such materials have been often selling 
at a price not sufficient even to cover the raw metal price alone with the result that 
it has not been possible for the National Pipee and Tubes Co. Ltd., to organise 
their own production in an economic manner. It is doubtful if they would indeed 
be able to do so for a considerable time ahead in case such disposals continue. It 
had been suggested by us, that the Government of India should not dispose of these
surplus materials at prices which were lower than the prices of the Xational 
Pipes & Tubes Co. Ltd. This, it was felt, was the minimum. necessary to 
enable the company to organise their production and without ""hich the tariff 
assistance that is available now would not serve much use. The Government,. 
however, have held that the only way for the National Pipes & Tubes Co. Ltd.,. 
would be to purchase the materials advertised for disposal, themselves, ...-hich would 
not be a feasible proposition for the company in view of the hea-vy financial commit
ments it would involve. This proposition has been considered very carefully by 
the Committee of the Association who have come to the conclusion that nnuer the 
circumstances the only practicable step would be for the Government to. 
take over these surpluses to a strategic stockpile keeping them off from the 
market in the same manner as has been done in America about the entire 
magnesium stocks rendered surplus at the close of the war. ·while a measure
of this kind may not be practicable as a rule, it is thought that in exceptional instances. 
Such as now brought to notice there should not b~ ~ny hesitation in follow ng this 
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policy-the more so as the materials taken into the stockpile would not deteriorate 
in quality and would retain in value without wide variations. In the alternative, 
these materials should be disposed of only as scraps after proper mutilation. 

XX. Seed for rationalisation of the demand of Got•ernment or Quasi-Government 
consumers 

It is also noticed that the demands of some of the Government indentors have 
been expresse~ for a wide variety of sizes a~d sections with the result that production 
to a standard1sed mass output becomes difficult and therefore the industry is not 
t.ble too, to take advantage of the economies available from such production. For 
instance the extruded bars, rods, tubes, etc., used by the Indian railways do cover 
such a multiplicity of sections and sizes that it would be quite uneconomic for one 
~xtrusion press as now exists in the country to be producing each as and when 
required. At the same time the limited total demand available would not warrant 
,the putting up of more mills just now. The facility which the foreign manufac
turers have, of catering ~o an export market with whic4 they have long and depend
.able business connections and which in turn enables them to specialise in a great 
numb~r of sizes and sections being sure that there is an adequate demand for each, 
.is not a\·aila ble to the Indian manufacturers. The installation of an extrusion 
press in India has been fairly costly and unless the plant is enabled to engage its 
full capacity by concentrating on fewer standard items, its production. may take 1 ng 
to be economic. Thus the rationalisation of sizes and guages of items consumed by 
the Railways or other Government departments becomes an imperative necessity 
when the total demand in many items is still limited by the standards of other 
.countries, the capital required for planning 011 the basis of an export market would 
be huge and India has to facilitate rapid industrial development. The Association 
.had put up proposals in this regard pertaining to one item of manufacture where 
we considered it most necessary and so far only the Southern Group of the Ra
.tionalisation Committee of the Railways has intimated agreement to certain of our 
j)roposals. The idea which the Committee of the Association would like to stress 
here is that without standardisation of the demand itself in India of the bulk con
sumers like the Government departments, standardisation of production and the 
.attaining of resultant economies in the cost of production would not be possible 
jn .the present stage of the country's industrial development. 

XXI. Participation of foreign technical skill and finance 

The participation of foreign firms in technical assistance and guidance is neces
S~Lry even financial investment of such firms need not necessarily be harmful so long 
.as they are governed by clauses intended to rest effective control and management 
in Indian hands, and to fully train .up Indian technical personnel. The . danger, 
however, is real that foreign manufacturers, against whom Indian industries are 
protected may thus set up their own units in India and take advantage of 
the Indian consumer or the tax-payer to compete with Indian-owned or 
Jmlian-managed industries. So long as this does not jeopardise the country's eco
nomy or political status by creating dependence of our go vernmeut or of our eco
nomv on these for supply of either semi-finished materials for processing or highly 
speeialisPd capital equipments for production, the policy of allowing foreign capital 
to inn:st in the country i.e. as followed by Australia, may "\\-ith suitable modifica
tions ue useful to us. In !act, in such a highly technical and specialised industry 
as the metal industry, such participation would be an advantage, within limits. Act

.ually an important drawback of our industrial schemes sponsored by our Govern • 

. mcnt'3 is that they are concerned with increasing production of consumer goods as 
different from capital goods and raw materials for the industry and that they there
Jure reinforce our dependence on the industrialised cou)ltries of the \Vest. Never. 
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theless in an inter-dependent world economy this cannot be· totally or even largely 
avoided. The emphasis should therefore be to build up such relations as far as 
possible with countries whose political relations with India in the measurable
future ahead and in view of present associations and past traditions, may be depended 
upon to be cordial. 

XXII. Summary outline vf the future Fi8cal Policy 

The Committee trust that the foregoing would have conveyed to the Commission 
the broad outlines of the industrial policy which they have in view to facilitate
development generally and the progress of the metal industry in particular. The 
protracted deliberations of the Tariff Board at its hearings in 1946 to decide on a 
simple issue if the secof\dary metal industry was an industry at all; the appoint
ment of a Technical Committee by the Government of India after the Tariff 
Board had reported to go through its report on Aluminuim and the watering down 
of measures suggested therein, the unwillingness of the Government to admit the 
need for off-setting duties ; the slo·wness to co-ordinate different policies of the 
several Government departments ; all these and several other factors emphasize 
the halting and the indecisive type of policy followed so far in regard to industrial 
development. In regard to the metal industry the policy must in future be aimed 
at:-

(a) facilitating the inflow of as much virgin metals and scrap into the country 
as possible without endangering the indigenous production of either 
virgin metals or secondary ingots ; 

(b) emphasising on the ingotting branch of.the industry as the base of an 
integrated non-ferrous metal industry and linking it up with other 
fabricating sections of the industry in such a manner, that the differ
ent sections among them would grow into· a single whole ; 

(c) discouraging the imports of manufactures and semi-manufactures into. 
the country while encouraging those of materials like magnesium not 
made here with a view to creating a market which may come in handy 
for an industry to start. In this connection a Central Dzvelopment 
Board could do propaganda and enable the popularising of the use of 
such light metals ; 

(d) the building up of a strategic stockpile of metals and concentrates we are 
deficient in and which could come in handy during times of an inter
national emergency and also long period scarcity in metals in the 
international market to feed the industry ; 

(e) inviting fresh capital in high-risk industries or projects like the Alumm
ium Industry, the l\Iagnesium Industry, Copper Refinery, Tin Refinery 
etc For this various methods shall ha,·e to be tried. the Aluminium Co_ 

· of "Cafiada which owns and operates the largest integrated plant was 
allowed a special depreciation to the extent of 40~~ of its production 
costs, to \\Tite off the value of the plant. The actual cost of production 
per lb. of aluminium ingot in 1942, it is reported, was II· 09 cents. 
(inclusiYe of rlepreciation) but they were allowed a special depreciation 
of 5;4-f. cents a lb. and the metal sold to the U. K. at 21 cents a lb. 
i.e., double- the cost of production realising .a.botlt 22~~ of profit from• 
sales anrl \\Titing off also the Yalue of the plant. Besides these, th~ 
War Assets Corporation ofthe U. S. GO\·ernment leased out, the Alu
minium Plants built by it during the war at nominal returns or soldl 
them at prices as low as 25% of the original costs. Canada, the U.K. 
or Japan have adopted Yarious policies of su.bsidising their aluminium 
industries ; 

(j) encouraging the prospecting and exploitation of mineral and. metal 
deposits and intensifying research, technical studies, vocational train
inp: and statistical compilation at Government initiative ; 
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(g) enforcing of protection for a period that would be sufficiently long and 

not as passing as a. thre-e year period. 

XXIII. Import duties, subsidy and pooling 

The Association do not consider it necessary to discuss the comparative merits 
of import duties, subsidies, or pool arrangements as one or the other or several of 
these together may have to be adopted according to the requirements of each case. 
For instance, if the Copper price in future should fall, production in India being 
a :;mall percentage of what the country needs, may have to be fully subsidised. 
Pooling however being in the nature of a stop gap arrangement not based on estab
lished scientific principles_ and depending on the judgment and assessment 
of those who administer the Pool cannot give the assurance and stability that are 
n~>eded to foster industrial development. We do not favour this at all. 

.... ... -.·-

For an underdeveloped country like India quantitative restrictions are necessary 
as already pointed out because of the massive output of foreign firms, tlrEFunknown 
percentage of Commission allowed to agents by foreign manufacturers, prejudice 
against indigenous products despite the quality of these being fully satisfactory 
etc. 

It is the earnest hope of the Association's Committee that aspects of the industry 
which have been conveyed to you here would enable the Commission to appreciate 
the r~>quirements of an integrated Fiscal Policy in the country. The Association 
shall in due course depute its representatives to tender evidence before the Com· 
miSi.!ion-preferably during its visit to Bombay-in case it is considered that this 
may be of some advantage. 
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Statement showing the Bcn.ejits available to the two Companies ~nder the Pooi System from 1st of :March, 1945 to 15th May 194,q 

Indian Alumi11iwn Co., Ltd. 

.\luminitlm <Jorporu.tion of' India LtJ. . 

(All calculations in ter1ns of Ingot production) 

Ingot Price per ton paid by the Supply 
Department Cost of Import 

1945 

3,182 

3;538 

(in Rs. per tdn) 

1946 1947 1948 1945 

2,585 2,317 2,317 1,640 

2,850 2,850 2,850 
(Upto 30th June 1948 

raio;ed to Hs. 3,200 
for production from 
1·7-48 tnT '-'i-49) 

(U.K.) 
1,470 

(Canada) 

Do. 

1946 

1,640 

1,273 

Do. 

Extent of Lurden of tho same to the consumer I-

Rs. liliO to Rll. 827 per tun during 1945 fol' Loth tho eompunioH. 

HH. 4HO to Rs. 627 per ton during 1946 for both the companies. 

Pool price of the 
consumer 

1945 1946 

2,300 2,100 

Do. Do. 

Assistance available 
representing the dif-
ference between the 
cost of import and 
the price paid to 
the Producer 

1945 1946 

1,709 1,312 

1,542 945 

1,898 1,210 

2,065 1,577 

No· 1:1.-ThiH iH cu!oulatod Hopu.ratBly for ingots ltmdod from the U.K. and Cnnada per ton. It is likely that if caleultttod on tho basi>! of the total 
quu,niity lundod in ouch yoar from Loth countries the figures may show some difference showing that the burden on the consumer was even 
I oms. 

...... 
:o 
ga 
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Statement showinl} tlte Benefit available U16der the present scheme 

(Landed cost Ex-duty takon ut gs, 1,275 por ton against Rs. 1183 assumed by the Board.) 

1041!-1050. 
Ad valorem duty at Speoi- Amount Total Total Ad valorem Spe-

30% fie of relief cost of duty at 
duty. sub-

sidy. 
propo&eu production 30% 

INDIAN ALUl\IINIUM CO., LTD. 
377-1-7 328 330 1,035-1-7 2,310-1-7 377-1-7 

ALUMINIUM CORPORATION OF INDIA LTD. 
377·1-7 328 900 1,605·1-7 2,880-1-7 377-1-7 

Extent 'Oj burden on the conBumer : 

(Being the sum of the two duties) 
Rs. 705 per ton during the year 1949-50. 
Hs. 614 per ton during the year 1950-51. 
Rs. 523 per ton during the year 1951-52. 

citio 
duty. 

237 

237 

1950-51 1951·62 
Amount Total TotAl Ad valorem Spa- Amount Total 

of relief cost of duty at oifiu of relief 
sub- proposed production 30'}'c) duty subsi- proposed 
sidy dy 

230 844-1-7 2,119-1-7 377-1-7 146 130 603-1-7 

825 1,439-1.7 2, 714-1-7 377-1·7 146 750 1,273-1-7 

Total 
cost of 

production 

1,928-1-7 

2,548.1-7 

These calculations are bA.Bed on a landed cost Ex-duty of Rs. 1,2.75 per ton; which figure !s far too high for recent offers and deducting 
Rs •. 18 per t.on for Iandini etc., Bil done b;v the l3oard althoush bo~b thtJse a.r~ !J:!corr~ct1 as judged by recent quotationa available and 
expenaes, 
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N?. 4. 

Conversion Charge 'allowed under the Pool, the Tariff Board's Recommendaticm.<J and 
the pre.<Jent Arrangement. 

The conversion charge allowed under the Pool was roughly as. 8l per pound 
during 1947-48. It worked out toRs. 1,190 per ton. Later it was raised to as. 10 
ps. 3 per pound or Rs. 1,435 per ton for sheets of 20 guage. 

Against this the Tariff Board's own proposals would have given very much 
less although the pool prices were based on a thorough costing done by the Cost
Accounts Officers of the Supply Department. Under these proposals a conversion 
charge of as. 4 per pound was allowed working upto Rs. 560 per ton. But in view of 
the Board's recommendations to keep the same duty on sheets and circles as on 
ingots and therefore to keep a fair selling price of Rs. 2,450 per ton on sheets and 
d~cles, this conversion charge would have risen toRs. 850 per ton. 

The proposals now implemented also fall short of the advantage which was 
available under the Pool arrangements. The landed cost of 20 guage circles may 
be taken at :-

Landed cost Ex-duty 
Deduct landing charge • 
C. I. F. Price 
30% Ad Valorem duty • 
Specific duty 
Landing charge 

Total 

Subsidy to the Corporation 

TOTAL 

Rs. 
per ton. 

2,615 
20 

2,595 
778.~ 

121 
20 

3,514·2 

710. 

4,224. 2 per ton 

Similarly the landed cost Ex-duty of imported aluminium ingots on the basii 
of Rs. I ,27 5 per ton would be :-

Landed Cost Ex-duty 
Deduct Landing Charge 
C. I. F. Price 
Add 30% Ad Valorem duty • 
Specific duty 
Add Landing Charge 
Landed cost inclusive of duty 
Subsidy to the Corporation 

Total 

1,275 per ton 
20 

1,255 
376.5 

328 
20 

1,979.5 
900 

2,879.5 
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~'hu;~ the rolling charge ~llowed ~ill be:- Rs. 1,144•7 per ton repre'!enting 
the dlffere~ce between the. mgot pnce as calculated above of Rs.2,879·5 per ton 
and the pnce of 20 guage ctrcles working toRs. 4, 224.2 per ton. Against this the 
~ool arrangemen~ used to giv~ Rs. 2,310 per ton on ingots, and Rs. 3,745 per ton on 
ctrcles, representmg a conversiOn charge of Rs. I ,435 per ton. The new arrange
ment therefore gives about Rs. 90 less than under the pool. It may be remem
bered that the Conversion charge which is- accrued to the Aluminium Company 
would be less on account of the fact that the subsidies payable to them are lower. 

It may be noticed from the statements which are enclosed that the assistance 
which the Aluminium Industry would be getting would be generally very much iess 
than under the Pool Arrangement which was merely a stop gap arrangement and 
which on principles we do not approve of at all. Certain issues which have not 
been sufficiently appreciated in introducing the present scheme are :-

( 1) That the landed costs assumed by the Government and by the Tariff 
Board have long ago ceased to have arty meaning as it is found that 
Japanese circles are being offered at $593.6 per ton (Long ton of 2240 
lbs.) which in terms of C.I.F. Calcutta quotation would come to 
Rs. 1,977 per ton. With the 30% Ad Valorem duty and after adding 
to it a landing charge of Rs. 18 and a specific duty of Rs. 121 the 
{)irclcs would be available in India at Rs. 2,173 per ton. This is very 
nearly the landed cost Ex-duty asRumed by the Board for Sheets. 
As however a 30% duty would be levied on the basis of the landed 
cost Ex-duty of Rs. 2,614 per ton the circles would reach the 
consumer at Rs. 2,895 Circles of Swizz Origin have been quoted 
much lower. This shows that the fine limit to which protection has 
been cut has not been !\'I)propriate. The Tariff Board in its report on 
the Iron and Steel Industry had asked the Collector of Customs 
to periodically report on the landed prices which is not being done in 
this case. 

<2) Secondly the rate of conversion from ingot to circles analysed from year 
t::> year is not commensurate with the actual cost incurred today. 

(3) Thirdly under the Pool Arrangements freights used to be paid from the 
Pool Account whereas now the freight on ingots sold away from the 
producing centre will be appreciable. 

4. Fourthly, the costs of Production themselves have risen substantially 
from increase in the electricity charges, increase in labour charges, 
production to a much smaller output than had been anticipated by 
the Tariff Board and on the basis of which anticipation they had cal
culated the cost, the use of indigenousAlumina in all current production, 
de. \Vhereas the Tariff Board had anticipated a fall in the cost of pro
"1iuction for one of the companies when their Alumina plant went into 
production, the necessity to keep down the production o! the re
duction unit owing to scarcity of electric power at the reductwn works 
and the insufficient reduction capacity have implied higher cost for 
Alumina as against the imported Alumina. If these had been pro
perly set off by the Government against what they regarded as ~n 
increase in the landed cost at the time when they decided on the Tariff 
Board's recommendation, the final position would have been differe~t. 
Wbile the Government accepted the assumptions of the Board l1l 
regard to the future cost of production they did not consider it neces
sary to make adequate allowances for these possibilities. The con
sideration that the rate uf protection offered on the sheets may make 
up any loss in ingot producti•m may not be appropriate. 
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Before the Pool terminated it is understood that the Corporation had offered 
about Rs. 3,200 per ton in respect of production from the 1st July, 1948 to the 14th 
of :May, 1949. According to the new arrangement they would be getting only 
Rs. 2,879·5 per ton i.e., Rs. 320-5 per ton less than what they were getting under
the Pool. 

It is thus clear that the -benefits available today WO\~ld not even be to the extent 
that they were available when the Pool functioned. 

INDIAN CHEMICAL MANUFACTURERS ASSOCIATION 

The Chemical and Pharmaceutical Industry occupies a unique position in the 
economic life of all the countries of the world and the heavy chemical industry in 
particular is described as a key industry, as several other industries are dependen1; 
on its products. In India, establishment, during the war, of the chemical indus-
try is of great national importance. · 

Before the last war, the chemical industry was hardly in existence in this country 
and the pharmaceutical industry had just made beginnings. The question of pro
tection, therefore, under the Iecommendation of the previous Fiscal Commission 
did not arise. In the year 1929 however, the Tariff Board examined the d:.ims of 
the industry as a result of which the :Magnesium ClJLrit:.e iu!rs:r) but rrottction. 
The Tariff Boa.rd no doubt expressed the opinion tlu.t the c:::.~cnn(i . .l i;.,dustry is of 
supreme national importance to the country and that it would be impossiLle for 
them to refuse the claims for protection of the industry· on which so many national 
interests are dependent. 

The last war, however, offered tremendous impetus to the chemical industry .. 
It established on the one hand the severe shortcomings of the industry and pointed 
out on the other the immense scope for development in those fields, which had so 
long been neglected by their not getting the necessary encouragement frrm the Gov. 
ernment. T!-_e industry was called upon in this period to supply the requirement<> 
of war and also the domestic needs ofthe country. The heavy chemical industry 
was thus started on an organisej scale and met with exemplary success 
within th£ir limited resources. The production of drugs and medicines reached 
an efficient level and met effectively nearly 70 per cent of the Wfl r time requirements. 
All these developments were possible only because of an artificial protection that 
the industry received by the virtual stoppage of imports from abroad. The post 
war period has found the industry to-day in the difficult position of having to competo 
against imported products of well-organised foreign concerns with thPir 
vast financial ana ~echnical1esources. The policy <.f protectior. has, however, to 
be considered from a long term view and the industry has to be assisted to expan·:l 
further in several basic lines for which the presept production is very inadequate. 
The present fiscal enquiry has, therefore, to take note of the rapid growth of the 
industry, particularly, during the last decade. 

It was expected that in the post war period, that is after 1945 the chemical 
industry would take heavy strides· as the country would be self
sufficient in respect of almost all chemicals and pharmaceuticals that were re
quired. Unfortunately, however, owing to several difficulties not only did the 
industry not make any development, but on the other hand production had to be 
curtailed in several lines. The g~eatest difficulty that the industry experiPnced 
was in regard to imports which were till recently being allowed by the Go-vernment 
very liberally. ThL;se unregulated imports naturally caused a. tremendous set-
back to the industry. The plants of soda ash, for e.xample, were to be closed ()D 

account of excessive imports during the year 1948-49. Similar was the case with 
the manufacturers of photographic chemicals, caustic soda, etc. 

'l'o a certain extent the present financial stringency and lack of confidence in 
investing public a.re also responsible for the non-development of this industry. 
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In the case of chemical industry in particular, hold and definite steps on beh&lf 
of the Government are required. The previous Fiscal Commission laid down 
thr following general principles for the purpose of protection-

{!} The industry must be one possessing na~ural advantages such as an abun
dant supply of raw materhls, cheap power, sufficient supply of 
labour and large home market. 

{2} Tke indl_lBtry must be one, which without the help of protection 1s either 
not likely to d'3velop at all or is not likdy to deve]op so rapidly as is 
d'3sirable in the interest of the country. 

(3} The ind•IStry must be one which would eventuallv be able to face world 
competition without protection. • 

These conditions have been already waived by the Tariff Board, but so far as 
the chemical and phazmaceutical industry is concerned, we beg to submit that these 
conditions should not be applied strictly. 

In view of the importance of the industry in the national economy of the country 
and considering the natural a1vantages like the availability of home market, raw 
materials and labour and progress already made by the industry since 1940, the 
following suggestions are put forward, which should be taken into consideration by 
the Government while shaping a new fiscal policy. 

(1} Regulations of imports so that only such quantitie3 are imported as 
will make up the deficiency in production. 

(2} Mere protective tariff would not be an equitable mea.~ure of protection 
for several heavy chemicals. Pools of indigenous and foreign pro
ducts in respect of those chemicals, which are not yet produced 
sufficiently to meet tqe country's requirements should be established. 

(3} Protection should be given to the industry on an equitable basis, where
ever it has been applied for. 

Protection must be given at least for a period of 10 years to enable the 
manufacturers to comolidate their positions. 

(4) Reduction of railway freight and reclassification in the goods tariff of 
drugs and chemicals as also raw materials required for their manu
facture.. 

Special reduced rates for coal a~d coke should apply to the chemical 
industry. 

(5) Import duty on raw materials should be such as to enable manufacture 
of chemicals on an economic le\:el. 

(6) For rapid development of the industry facilities should be given to im
port raw materials from the cheapest source. 

(7) Full facilities should be given -for importing chemical apparatus and 
machinery from abroad and all such equipments imported for re
search purposes should be duty free. 

(8) Gre:1ter facilities should be accorded for scientific training and research. 
More co-operation should be encouraged between the Government 
and other academic institutions. 

(9) Complete removal of all restrictions on export of Indian drugs and chemi
cals to foreign countries. 

(10) Uniformity of excise and other taxation measures in all parts of the 
country. Various local and provincial taxes have been found to 
have seriously affected this industry particularly and have thereby 
limited their competitive capacity. 



(II) 

(12) 
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The establishment of proper organisation for making available the vast 
natural resources in the country for the development of chemical 
pharmaceutical industries. 

The next step of development of the chemical and pharmaceutical in. 
dustry is the establishment of productiop of intermediate chemicals 
and for this purpose the establishment of dye-stuff coal tar, distil
lating, synthetic and other anti-biotic industry including the peni
cillin, suplha-drugs, streptomycin, would be necessary. This will 
require huge capital and it would be desireable for the Government. 
to start industry by forming corporation with established industry 
on the same lines as shipping corporations have been established. 

Wherever private enterprise is carrying on work for establishment of any of 
these industries and particularly on anti-biotic lines, the Government should give 
financial assistance. 

Some foreign concerns have established small factories in India, who mainly 
import finished products in bulk and bottle here. This practice undermines the 
indigenous industry. The Government should ascertain details of the trading 
activities of such foreign concerns and see that such harmful and malpractices 
are put an end to. It would be easier for the Government to undertake this task 
while scrutinising the import applications for materials in bulk from such concerns. 

Government Compftition.-

It should completely stop where private enterpris3 is already in the line. The 
continued manufacture and standard preparations b:y the Government Medical 
Stores and other Government Institutions should b£. discontinued. 

KHOJ" PARISHAD, CALCUTTA 

I. A Critiue of our Current Fiscal Policy. 

Protection has come to stay in this country. The relevant question now 
is how it should be organized so that the objectives of rapid industrialization and 
fuller employment (!an be realized at the smallest cost to the community. 

Till now our protective policy has been chan>,cterised by two featurPs : (a} 
there has been no plan of overall development of the country to provide a framework 
of reference for individual measures of protection ; protective dutir s ha Ye been 
imposod and revised in relation to single industries as and when public pressure has 
made itself effective. (b) Secondly, the appro~wh to the problem of industrialization 
has been negative. \Ve have been impressPd by tl:e cost of each act of pntection 
and our chief concern has been to limit protection to the minimum. 

The net result of our Fiscal Policy has teen a kind of ir.discrimina.tingly dis
criminate protection. Our Tariff Boards have not examined the scope for the deve
lopment of the economy and selected the industries to be protected accordingly. 
They have been asked to scrutinize the potentialities c.f ir..divicl.ual ir:dustries ~nd 
suggest measures of protection for them. They have in consequence, concentrated 
on the internal economics which are inherPnt in the gro"\\<tL. of single ir..dustries 
and completely overlooked those wider economies that the simultaneous ar..d co
ordinated growth of a serit:s of industries makes available to eaeh and all. For each 

-one of a series of inter-related industries provides a ma.rkt:t for the goods of others 
and th<'ir co-ordinated develorment makes possible an increasing <livit>ion of ln.bour 
which reduces the cost of each and all. Specifically the 2-ggreg<\te cost of develop-
ing a series of mdustries A, B, C, D ...... simultaneously is likely to be less than 
the sum total of the cost of developing th<'m one by one over time. 
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This piecemeal handling of and negath-e attitude towards protective tariff 
have been responsible for : 

(a) Slackness in the provision by the Government of the country of the supple
mentary ~ea~ures referred to in Section E of Part I of the Questionnaire issued by 
the CommissiOn.. ~or ~hese measures p£-rtain to all industries and not to any one 
of them and their Sign;ficance can be properly appreciated only in the pf'rspective 
of an on-rail plan to mqustrialize the country ; and 

(b) ~il.ck o_f pos!tive measures to secure efficiency in the protected. industries. 
Econo~h effic1~ncy 18 the product of either free competition vr planned action by publio 
a~thority. Ne1th~r of these fact?rs have been sufficiently active in our country. 
\\ e have, fo: var~ous reasons, _skipp€·d the ste.ge of competitive capitali!'m and 
p_lun.ged strz.1ght Into monopolistic or oligopd1stlc capitalism. Internal compf:ti
uon among o~r protected mdustnes has not been strong enough to ensure rapid 
growth of e!fi< 1~ncy. Al~ost ~he only industry viz. Iron and Steel, which hr.s justi
fie'lt protectiOn 18 the one Ill which the element of monopoly is the strongest. 

The protected industries, it is true, have been subjected to scrutiny by Tariff 
Boerd,8 as and when their periods of protection liave expired. The Tariff Boards 
have, however, been ad hoc bodie,s which have liQen influenced far more by the 
short term situation of the industries under review than by their long term possi
bilities. 1'heir acthities have consisted largely or mainly in calcult>.ting the fair 
selling prices of domestic products and the c.iJ. prices of competitive foreign imports 
an1l suggesting tBriff rates to cover the difference between the two for short periods 
at a time. This is natural in en order of things in which there is no provision for 
a continuous study of the long term efficiency of our industries and for a continuous 
<'heck on their progress tow<•.rds freedom from artificid assistance. As a result of 
thnse factors our protectionist policy has proved more costly and. less helpful than 
it need have been. 

The 1 raper remedy for this st2.te of things is neither indiscriminate protection 
nor mar0 (~.i.;ci:LnhJ,.:..tb.g protection of the old v::.riety. No one in his sense can 
support indiscriminate protection, even for the purpose of widening the fields of 
employment for labour and capitd r.r.CI. diversifying the <haract£-r of our ecoJl.rmy. 
Protection (n.or for that mP,tter, freo tr&de) cannot in itself be the objective .of our 
Fiscd Policy ; it is only r. me!!.ns-one out a:f many-to the end of generd economio 
d,welopnwnt of the coul'.try. An.d we require more and not less protection than 
h.ilh<'l t); only it must be planned and supervised protection covuing whole sections 
of our economy rather than smdl bits here and there. To execute such a protectio
nist policy effectively, Tariff Boards of the old type or even of the new type are 
inadP'f!U?,te ; only a Fiscal Committee working as part and parcel of a National 
Phn.n.in.g C'Jmmission can discharge the responsibility properly. 
II. Car.ital FormtZtion. 

\Ve h·we deliberately refie.ined from posing the protectionist Issues in terms of 
conflict Lotween producers' and consumers' iPterests. It is only in the short run 
tint sueh a. conflict can exist ; for the long run there is only one chOice-between 
cffi<1t>nt and meffic1ent indushialization. 

l<,or efficient industrialization we reqmre capital in large quantities and the widt-r 
the r,~n,gc of industrb.lization we seek to achieye over a period of time, the larg<·r 
the emount of c:•.pital th.<>.t will be necessary. Two issues have recently !!.cquire-d 
importence in. relation to capital supply in this country : (a.) the inadeqm~cy of our 
totnl capitd supply and (b) the effect of this inr,dequacy on the pattern of our indus
trial structure. 

Th >t c >.pit·\l supply in the country 8hould be short of our requirement Is some
thing we h:J.ve been prepared for. Capital is produced out of income and if income 
is low, the supply of capitd will be meagre. Th1s has been true of all countries 
in the first stages of their development and they have solved their difficulty by foreign 



borrowing. The U.K. and U.S.S.R. are two exceptions. In the U.K. however 
the industrial revolution had been preceded by a commercial revolution based on 
foreign trade and it is the amassed savings of those who had been engaged in foreign 
trade that provided the capital for the former. In the U. S. S. R. the current standard 
of life of the people has been deliberately depressed to proVIde savmgs for capital 
development. 

For us the choice is obvious. For historical reasons, the English precedent 
cannot be repeated by us while the Russian example is more than we can follow 
beyond a short distance. ·we have to rely on foreign borrowing and our domestic 
savings. But the prospects of foreign borrowing are not bright for us. Even 
&ssummg that the U.S., the only foretgn lender on a large scale, decides on a systema
tic programme of foreign mvestment we are likely to be somewhere near the bottom 
of the hst of receipients of American Aid. Given the current shape of international 
politics, it is only after Western Europe has been reh::>,bilitated and the development 
needs of the Mrican Colonies oi 'Vestern European Countries met and the middle 
east bought over, that we may receive American assistance in substantia,! quantities. 
We must therefore rely largely on our internal sav1ngs for the supply of capitals to 
our industries. 

Capital formation requires both saving and conversion of saving into iPstru
mental goods either by direct production at home and/or through purchase from 
abroad. There is a widely publicised opinion today that this process of capital 
formation has come to a stop or even reversed in this country in recent months. 
The quiescent state of our stock markets is cited as an index of this phenomenon, 
while high direct taxation and transfer of income to the rural populaticn are given 
as major explanations. -

The relation between the state of the Stock Market, even of the new stock mar
ket and the rate of capital formation is indirect and loose, and there are more plaus
ible explanations o.f the state· of our stock market in terms of recent and current 
monetary situations. The rise of stock values in recent years has been in large part, 
specuhtive, and inll.uenced in great measure by the opportunities for effortles!'O 
profit making that inflation had created. The process had to come to an end as the 
inflationary tempo slowed down and to the- extent that the swelling of sh·u~ "\alues 
h:td been purely speculative, a collapse of old stock ptices was b.evitable. This 
in its turn and has acted as a damper on the market for new stocks. . There are 
besides, technical qbstacles to the extension of investment in the shape of shur~age 
of impo; ted capital goods and of auxili:uy means of production at home. Finally, 
it would be interesting to investigate to the extent to which capital formation has 
taken place outside the stock markets. 

These arguments, however, relate to the factors that interefete with the com·er
sion of savings into investments ; they do not ~:~eek to answer the other content-ion, 
t~iz. that there are noc enough savings to be converted into investments. The foun
tain head of capita.I formation, it is said, is drying up as a 1esult of the rich getting 
poorer anLl the poor gettting richer in this country. In particular the income of thE> 
non-S:i.,·ing rur,ll cbsses is alleged to have increased at the expense of the saYing 
urban communities. 

It is not possible to examine these contentions thoroughly in the absence of 
proper statistical data. Certain legitimate doubts may, however, be rdi;ed regard
ing their validity. In the first place, higher t<nation need not come in the way of 
capital formation if (a) the state uses the extrJ. revenue for investmt>nt and (b) the 
incenth·e of the entrepreneur is not adversely affected. The Gowrnment of India 
has, indeed been frightened by effective prop..1.ganda to curtail its cepital programme 
anl it is obviously squandering a part of its extra. income on current expenditure. 
But all this is not inevitable. Nor has any body heard of our big entrepreneurs 
bkin,O' lonO' holidays because of higher direct taxation. And wha.tever might be 
happt':'ning 

0

today when the upward movement of prires has slowed down and the 
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{)pportunities of large profits restrained we have recentl d thr h 1 
period of high inflation durina which, savinas accumul ~ ~asse 1 \lug a. ~ng 
A significant proportion of hx~ble income ·ha~ evaded : e /n ar~e. quantltres. 
a hrge investible fund. That this large sa.ved income shoaulxad ront abn c~n.sl bttltu~es 

·t I t t ind f . no e ava1 a e J.Or ac ua. .nves men Is an ex o the efficrency of our gove t 1 · · d 
of th'3 morality of our business commumty wluch is allernmdentoaborgamzat~obnl a;'" 
1 I t · ..., II · ge e responst e J.Or 
:~rge sea e ax evaswn. .ror a we know-we may h'l. h · ·I 

{0r our short period requirements ; it Is of course extreX::l e~~ug savmgs at east 
fl~wull nr>t bo fullv available to the 001'\'\1'\'lnn;t ~ • , Y grehble th >t th ee 

• ~ Y J.Or tnves :ment. 
L~t us n'lw turn to the '1.1 . . . . 

b rural non-saving cb.sses in Ie_ged tra.nsf~r of mcome from the urb~n savtng cla.ss~:s 
in th~ rchtin incomes of di thts country m 1·ecent years: A rough •n_d~x. of cha~ges 
by the rcb.tlve movements fferent classes of producers In a commu~ty •.s proVIoed 
wc<·n 1 !)39-40 and 1 945_46, of th'l mdt~es of therr ~utputs and of t~err prtces. B_et
Ur~ion moved d')wn from 9 the genera.ltndP.x of agrtcultural productiOn m the Indtan 
of h'ln·cst pri"?es of princi9 ·

1
24 (l93~-35thtoil9d3~-39Pr-10?) to 92 ·58d, whilfre the 1m12d~x 1!l:l!l-4'l (1938-39= 100) pa c:rops lD e n JaY?- OVlllOOS move up om m 

fl. 1·nt"ri· · d x f · t.:> 38) m 1947-48. (287 lD 19;!5-46). On the oth<:lr hMd 
JP, ·' m •n 13 0 •nd t · I d t ( d. ted} h d f 10? 7 1939 ~1937-IOO) t }0'>.4 · •Is ria pro uc .• on UU'I. JUS c ange rom ... m 

f·~t r~ t• Y .:0 1
n1947. Itwasctrtainlyhigherin 1948,whilepricesofmanu-

l·r't·J~-rce ar tc est se from 100 in 1939 to 346 in 1948. These figures suggest that 
1- wa.s any r £ f. f h . t th 1 . . . h" countrv It must a::rs tr o mcome rom t e uroan o e rura commumtles m t Is 

· have been e-f an extrerr.ely tn'ngwficant order. 

·It 1:1 1rrcle vant m th1s connechon to ctte the fact th'lt fa":'mers in thb country as 
o(·lsewh''rc, hwe pJ.id off th<:lir debts to the money-lend~rs. In all period<~ of infl-1tion 
·d"btors fare better than creditors, and persons with variable income pr.)spc·r at the 
l"Xpt•n-.;t' of others with fixed income. In any event the tra.nc;fer of income througn 
liquid >t ion of rur,ll d~bts is entirely intra-rural and has taken phce in favour of the 
f! n-ing section of the rural community. -

We sh'luld, therefore, look for other reasons for lack of capital formatio~ in 
thiii country than either high direct taxation or transfer of income to the rural 
popuhtion. Ind•·ed as a mod"rn community we should be prepa.rt)d for an increas
ir~g rc•li,tnee on dir ~ct taxation by the Gove-nment ~s both an instrument for the 
feduett')n of cconumir hequalihes and a source of revenue fox the expansion of public 
entt•rprise. The income of the Indian farmer too has been for years depr0ssed and 
any attempt to cut it d'lwn in the prt)v.',tltng condit..ons of overall shortage of food 
.and a:,rrbultur<1l ra.w ma.ten?.ls may spell dtsaster. 

Th~ lndtan economy must thP.n dhcover new sources for the accumulation of 
f;>Lvrn:~s a~d th'3 form 1.t10n of ca.pi~al. These sour~es can, m tbe no,tm·e of thm~s, 
lte in <m irl'~r.:nse of effi~iency in the private sector and an extension of t:1e pubhc 
SPetor. S~ate e.:r.tcrprise worked on princtples of competitive efficiency must m 
future pr<w.d~ an in<?r,nsing proportion of the total supply of intcrml savings 
required fur our eco:t')mic development. 

MILL OW.NERS ASSOCIATION, BOMBAY 

Thi:,~ is not an attempt to give categorical answers to the Commi'lsion's quastio
nnaire. Only an effort has been made to touch on certain matters which are re
levant to the Indian cotton textile industry generally, and to tb.- B.)mbay cott0u 
textile industry in particular. It is impossible to assess t<l what extent the protec
tion enjoyed by the industry in the period 1927 to 1946 indusive, is directly responsi
ule for the industry's present financial position. It might, however, be stated in 
general terms that the improved financial position of the industry today is more due 
to war conditions than tariff. 

2. It is common knowledge that protection to the industry was not immediately 
available when asked for. Then, only a section of the industry, namely, yarn, was 
protected, leaving the major_soction of the industry's manufactures, namely, cloth, 
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unprotected. 'When at lar,t a small merumre of protection was conferred also on th& 
weaving section of the industry, certain other extraneous factors came into existenc~9 
which neutralised the effect of that protection. Here, the reference is to the depre. 
ciation which took place in the Japane:e and Chinese currencies which gave an enor· 
mous fillip to these two countries in their export trade with India. When at last. 
counter-measures were taken, India in common with the rest of the world, enterefl 
into a prolonged trade depression accompanied by financial stringency and dro:J) 
in commodity prices. This made ·things difficult for the industry in consolida· 
ting and strengthening its position behind the tariff wall, and practically till thO 
commencement_cf the World War, it was impossible for the industry to make any 
r,ubstantial improvement so far as its financial position was concerned. It is un. 
necessary to enter into what happened after the commencement of the war, but 
it is true that the war gave an enormous fillip to the Indian cotton textile industry, 
and l:elped it to imprcve its financial position. '\\'bile the protective tariff might 
have helped to keep the industry alive in the immediate pre-war period, it was the· 
World War II which really helped it to strengthen its financial position. 

3. It should not, however, be understood that the industry's present financial 
position is everything that could be desired, but it should be pointed out that most 
of the profits made by the industry in the war period were drained off by Government 
in the form of taxation. It is an admitted fact that during the war and immediately 
thereafter the industry was working practically to death. All major repairs and 
overhauling, which necessitated a shut down of some of the machines were postponed 
to avoid drop in production, and also on tho ground that the necessary spares were 
not available. Replacements of capital machinery were almost unobtainable, 
~md. even today whatever small quantities are available, are coming in at prices which
are; about three to four times the pre-war prices. The industry's machinery is badly 
in need of replacement, rehabilitation and remodelling. For instance, in the case 
of cotton mills situated within the City and Island of Bombay, which cover about 
66,000 looms and a little under three million spindles, the cost of replacement, etc. 
would be a little over 100 crores of rupees, whereas tht: cash resources available to the
Bombay industry do not exceed 45 crores of rupees. Even assuming that machinery 
prices are likely to come down in the near future, a very substantial gap still remains 
to be covered, which justifies the necessity of the industry being placed in a position 
in which it would be able to set aside sums whi<h would make good this <'e':dt in 
the minimum number of years. 

4. Raw materials of the indu.stry.-The raw materials of the industry consist of 
(i) raw cotton ; (ii) various types of machinery and spare parts ; (iii) various types 

of mill stores including fuel oil, furnace oil and lubricating oils ; sizing materials ; 
bleaching and dyeing materials ; acids, etc. A full list of all the raw materials 
can be supplied, if necessary. 

5. Before partition, the Indian cotton mill industry consumed, on the average, 
about 4! million bales of cotton per annum, of which nearly 87 per cent. was Indian 
and the balance foreign. Roughly, a little over a third of Indian cotton came from 
the regions which now form part of Pakistan. After partition, the proportion of 
foreign cotton entering into consumption in the Indian cotton mill industry, rosa 
from 13 to 41 per cent. In quantities, Indian mills used about 12 la.khs of bales of 
Pakistan cotton. l\Iost of these cottons consist of staple varieties, and if, for any 
reason, the usual supplies of cotton from Pctkistan are not available in the futur~, 
the gap would have to be made good by ad.ditional import:'! from abroa.d. 

6. As regards capital machinery, the major portion of it is u:3ually imported 
from countries such as U. K., U.S. A., Switzerland, Germany and Sweden. There 
are now two or thr<~e Indian companies eng,tged in the manufacture of spinning 
frames and looms in this country, but so fa.r as our information goes, their production 
has not reached commercial dimensions. There is also a scheme which is supported 
by almost all mills in India, and which aims at producing spinning machinery suffi· 
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cient t~ m~t India's requirements. Our dependence on-various countries as regards 
the spmmng preparatory, weaving preparatory and finishing sizin(J' and other-
machines still continues. ' o 

7. \Vith the exception of the following most of the other mill stores now seem 
to be capable of being manufactured in this country, but it cannot be said that all 
of them are fupy equivalent both as regards utility and quality, to imported goods. 
Among the mill stores not manufactured in this country may be mentioned ring 
travellers, card strippers, card fillets, reed wires, shuttle tongues, furnace and fuel 
oil, gear oil, lubricating grease, steel rings for ring frames, steel weft forks and holders 
card combs, and all other sorts of card clothing accessories, several items of dyes and 
chemicals, et11. Considerablt- progress was made in manufacturing several items of mill 
stores and in finding substitutes for others during the war, but the position is not 
still very satisfactory. 

8. The industry's main business is to spin yarn out of cotton and weave it into 
cloth. The annual production of cloth, taking peak production, is about 4,800 
million yards. Mter meeting the weaving requirements, there is now a__surplus of" 
about 500 million lbs. of cotton yarn available to the Indian handloom industry and 
to other domestic consumers. Roughly, the quantity of yarn available to the Indian 
civilian market is about ~ third of the total quantity of yarn produced in Indian 
mills : in other words, two-thirds of the yarn produced is consumed by the mills 
themselves and the balance one-third goes to the domestic consumers outside the 
mills, namely the handloom industry, the rope manufacturing industry, the hosiery 
manufacturing. industry, etc. 

9. It is very difficult to say precisely to what extent proiuctive capacity i~ the 
cotton textile industry requires to be increased in future. Firstly, due to partition 
about one thousand and two hundred million yards of cloth "\Vhich used to be absor
bed in the past in Provinces, which ,JlOW constitute Pakistan, will be thrown back 
on India, Pakistan not being under any obligation to take it or at least a part ox 
it. It is true that, the prohibition of imports, which used to be in the neighbour
hood of 750 million yards in the pre-war period, will reduce the surplus on hand to 
450 million yards. A portion of this surplus might be coming from the handloom 
industry, but our first task will be to find a market for this surplus, either by an 
increased internal per capita absorption, which might be difficult unless there is a 
substantial increase in the purchasing power of the consumer, or by a substantial 
increase in the export trade of the country. 

I 0. This is the proper place to mention that the first Tariff Board which went 
into the question of protection to the Indian cotton textile industry recommended 
that the industry should switch over to the production of finer goods as one of the 
remedial measures to relieve depression in the industry. This recommendation 
was given effect to by a number of mills regardless of the expense involved, and 
between 1930 and the commencement of the Second World \Var, production of cotton 
yarn of over 40s went up from about 9 million lbs. to 3!ll million lbs. in Bombay 
City alone. There has also been an increase in the production of medium counts, 
and this has in a large measure, helped to relieve the congestion of over-production 
in coarse goods. Change in tastes and habits of consumers in the last two decades 
bas brought about a demand for larger quantities of fine and superfine plain and 
fancy goods than are capable of being produced today with the equipment available. 
In these circumstances, it is suggested :-

(a) All obstacles which stand in the way of producing increased quantit:es 
of fine and superfine plain and fancy goods, should be removed, and 

(b) The necessary conditions should be provided which would give reasonn 
able inducement to any manufacturer to invest his money in securig
the necessary equipment. 
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As regards (a), the Association desires to make the following proposa.Is :-
(i) The excise duty on cloth which at present works out at 25% on superfine 

goods and 61% on fine sorts, should be removed; 
(ii) The import duty at preSent paid on imported cotton at 2! annas a lbi 

should be removed, as also the high rate. of duty which is imposed on 
textile machinery and spare parts ; 

(iii) There should be no restriction as regards the fineness of the goods 
which can be produced in cotton mills. 

As regards (b), attention is directed to the recommendation made by the recent 
Tariff Board which went into the question of fixing prices for cloth and yarn m~nu
factured by the industry. These recommendations have since been accepted by the 
Government of India, but the Association regrets to point out that the conditions 
provided by the Tariff Board are not such as would induce any investor to put his 
money in the industry. The Board has fixed a return on capital at 6 per cent. 
on the gross block which, in their opinion, provides for a corporation tax of two annas 
in the rupee, a reserve of 40 per cent. of the gross profit for replacements, payment 
of managing agency commission at 7! per cent. of the gross profits, and a dividend 

·of 5 per cent. on paid-up capital, which in the Association's considered opinion, are 
inadequate. 

11. The question of further increase in the productive capacity of the industry 
must be considered only after providing ways and means for the absorption of the 

' surplus created by partition. · 

12. The small-scale or subsidiary in iustries, in the developm ~nt of which the 
industry is interested, are :-

I. To absorb mill industry's manufactures. 

(1) Handloom industry "'\. 
(2) The rope making industry f To absorb our surplu~ yarn. 
(3) The processing industry, namely, Dyeing, Bleaching and Printing 

industry. 

II. To provide raw materials for the ·industry. 
Industry engaged in the manufacture of various items of mill stores. 

With t·egard t) I (1), it should be pointed out that in the period 19!2-46, consi-
. derable increases in the number of handlooms were reported, due mainly to the profit 
which could be made in the business. The position has now probably undergone a 
radical change, and it is now reported that, as has happened in the case of the Indian 
cotton mill industry, the handloom industry is also suffering from the accumulation 

. of stocks, in view of Pakistan's disinclination to continue to buy her clothing require
ments from India. The only suggestion we can think of at the moment, which would 
maintain handloom industry's offtake of Indian mill-made yarn, is to explore the 
possibility of increasing the export of handloom goods. The haadloom indU.5try's 
bulk consumption of yarn is in counts 12s to 24s, and it seems possible, with a certain 
amount of organisational facilities , to develop an export market, in fancy bedspreads, 

. cushion covers, furnishing fabr;cs and other materials which are usually manufactured 
from these counts. 

13. Industries receiving Tariff protection should ordinarily be given full free
. dom in the matter of working for their own salvation according to the circumstances 
presen~ in each case. :rhere is, however, no o_bjection ~·O Go~er~~nt c~g for 
periodical reports to satisfy themselves that the mdustry IS puttmg Its house m order. 

·There is also no objectiun to such reports being scrutinised by an expert or experts. 
14. The procedure at present followed by Tariff Boards in disposing of applica

tions for protection seems to call for a minor variation. The application for pro-
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tection from an industry. whether it be submitted to the Government of India. or to· 
the Tariff Board, should be circulated by the Tariff Board with their invitation to 
the various or~anisations and in?ividuals for _tendering evidence. At present, 
except the Tariff Board ~~~ the mdustry applymg for protection, nobody seems to 
ha. ve any chance of scrutirusmg the grounds on which the claim for protection is 
made. 

15. As regards the Havana Charter and the General Trade Agreement on Tariffs 
and Trade, it would have been helpful if the Commission had appended a list of 
countries which have accepted these documents. Anyway, so far as the cotton 
textile industry is concerned, the documents generally seem to be in order except 
in one respect, namely, it does not seem to Fermit the imposition of quantitative 
limitations on imports from foreign countries. Protection of an indigenous industry 
is usually granted in the form of protective duties which may be on an a.rJ valorem 
basis coupled u otherwise with a minimum specific duty. In appropriate oases 
even though there may be a justification for the imposition of very high protective 
duty, the object could be achieved by imposing a lower rate of duty and a quantita
tive limitation on imports. For example, when the ootton textile industry of India. 
was a protected industry, there was a restriction on quantities of piecegoods which 
could bP. imported from Japan in addition to a protective duty. 

THE ALL-INDIA MANUFACTURERS' ORGANISATION 

The Working Committee of ou:r Organization have decided to address the 
Commission as under after careful consideration of the implications bf the various 
statements on Foreign Capital so far made by Government. 

2. Recently at tho Second Meeting of the Central Advisory Council oflndustries 
held in July this year the Hon'ble Minister for Industry and Supply·, Dr. Syama 
Prasad Mookerjee said that once a: .foreign concern was admitted to establish its 
factory it would be treated exactly in the same manner as any other Indian concern 
and that there would be no discrimination of any sort against any foreign concern 
or any favour to parallel industries owned by Indians. The Committee want to 
point out that this does not accord with the statement made by the Hon'ble Prime 
Minister in the Dominion Parliament in April last. With regard to the existing 
foreign interests the Prime Minister had then said th&,t Government did not intend 
to place any restrictions or impose any conditions which were not applicable to a 
similar Indian enterprise. In the case of further foreign capital, he had said that 
Government would so frame their policy as to enable it to be invested in India on 
terms and conditions that would be mutually advantageous. It follows,- therefore, 
that by the Prime Minister's statement the Government of India are committed to 
the policy of non-discrimination only in respect of existing foreign interests in India. 
Under these circumstances, my Committee do not understand why the Hon'ble 
~linister for Industry and Supply should have gone to the extent of saying that the 
principle which was enunciated by the Prime Minister only in respect of the existing 
foreign industries in the country would be made applicable also to future foreign 
investment. In the opinion of my Committee this policy of non-discrimination 
will do incalculable harm to the growth of nascent indigenous industries and dis
courage further indigenous investment. The Bombay Industrial and Economic 
Enquiry Committee presided over by Sir Purushottamdas Thakurdas says in its 
report issued in 1940 "We desire to draw the forceful attention of the Local 
Government to the difficulties which small Indian concerns are bound to and 
indeed do feel in the face of the competition of such concerns of a much larger size .. 
If it is the objective of our industrial policy to erlcourage the establis:bment of small 
concerns, then the objective is defeated .... if these large foreign concerns are 
permitted to estal?lish· themselves without reasonable and effective limitation." 

It will not be out of place in this connection to point out that even in ~he 
Charter of the International Trade Organization emph;:l.sis is laid only on the desua-
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bility of avoiding discrimination as between foreign investments and not on equal 
treatment between indigenous and foreign investment. 

3. In the considered opinion of the \Vorking Committee the assurance to treat 
the existing foreign capita,! on par with Indian capital also goes beyond a reasonable 
limit. In a resolution passed in 1947 (copy enclosed) the Organization has drawn 

. the pointed attention of Government to the irreparable damage already inflicted 
on indigenous industries by the competition of powerful foreign inten,~ts with 
international ramifications which have entrenched themEelves strongly in the 
country and have urged upon the Government to prevent the operations of such 
foreign interests working to the detriment of indigenous enterprises. The same 
view has been reiterated in a recent resolution of the Organization (copy enclosed). 
This apprehension is based on actual conditions now prevailing in a few protected 
industries wherein foreign interests are operating side by side with Indian enter
prises. The Committee want to refer in this connection to the realistic view taken 
by the Indian Tariff Board while reporting on the l\lotor Vehicle, Battery 
Industry, that the Government should adopt necessary measures to safeguard the 
Indian section of that industry which was likely to be affected by the expansion of 
production by certain foreign companies in India. The Government, on the other 
hand, instead of heeding to the advice of the Tariff Boa~d have stated that there 
will be no discrimination againEt the existing foreign concerns in India with a view 
to withholding from them the full benefit of protection granted to industries in 
which they are engaged. It follows, therefore, that when prot ... ction or assistance 
is conferred on a particular industry, all the units of that industry whether Indian 
owned or not will be automatically entitled to claim the same benefit. In the 
opinion of the Committee this defeats the .very purpose behind granting protection 
or assistance to industries in the country, t•iz., to enable indigenous industries to 
stand on their own legs within a reasonable period of time and to arrest the drain 
on country's financial resources by imports from abroad. The foreign interests 
have been permitted to carry their profits out ofthe country, and the only advantage 
that the country will derive will be in finding employment to a few thousand nationals 
in lower categories of work. 

4. The policy of non-discrimination between indigenous enterprises and foreign 
·(loncerns that are already set up or Vlill be set up in future has created serious mis
givings in the minds of Indian industrialists, especially those who are engaged in 
small and medium scale consumer industries. Till now foreign capital has been 
freely allowed to take shelter behind tariff walls intended to protect indigenous 
interests. With their huge financial resources and capacity for cut-throat competi
tion, some foreign concerns have in the past driven to the wall many small indigenous 
concerns. Connecting the three angles, viz., (I) the attitude of American capital 
to choose direct form of investment as is abundantly evident from previous remarks 
of American officials in India on the subject, (2) the Hon'ble Dr. l\Iookerjee's state
ment that "once a foreign concern was admitted to establish its factory it would 
be treated exactly iri the same manner as any other Indian concern" and (3) what is 
actually happening in the case of protected industries such as Motor Vehicle Battery 
Industry and Dry Battery Industry where almost 90% of the tariff protection gees 
to strengthen foreign 6dmpanies established in India, an eternal triangle is formed 
which will compel many Indian Industries to lead a precarious existence. Govern
ment's recent assurance that indigenous industries' would be taken into their con
fidence before permitting any foreign concern to set up factories in India is of little 
practical value because we are yet in the initial stage of our industrial develof'ment 
wherein in many fields of industrial activity, we have either no interests or have not 
sufficiently organized interests that can influence the Government's policy or 
decision in such matters. Some urgent action is, therefore, called for, if the future 
of indigenous industries is not to be permanently jeopardised. 

The Gov~rnment of India may consider the feasibility of taking action on the 
following lines recommended by the External Capital Committee in 1925. "Where 
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investment of foreign capital carries with it the control of an undertaking, we con
.sider it reasonable that when Government grants particular concessions to the 
industry it should exercise such control over the undertaking as will ensure that the 
benefits uf the concessions accrue primarily to the country. ·where the concession 
is general, as in the case of a protective tariff, it is impracticable to effect any dis
-crimination. (b) \Vhere definite pecuniary assistance such as a bounty is granted to 
.any particular undertaking, we consider that discrimination is feasible, and no such 
assistance should be granted to any company, firm or person not already enjoyed 
in that industry in India unless (1) reasonable facilities are granted for the training 
-of Indians; (2) in the case of a public company unless (i) it has been formed and 
registered under the Indian Companies Act, (ii) it has a share capital expressed in 
rupees, (iii) such proportion of the directors as Government may prescribe consists 
-of Indians. (c) \Vhe<re a concession is granted to exploit a wasting asset such as 
a mineral concession, no definite rules can be prescribed". 

6. The Comml.ttee also want to point out that the Government are not 
.serupulously adhering in practice to the policy enunciated by them as regards the 
manner in which foreign capital is to be invited to inv:est in India. In the Industrial 
J> ulicy Statement issued on April6, 1948 it is said that as a rule the major interests, 
ownership and effective. control should always be in Indian hands. The Hon'ble 
Prime Minister has also made it clear in his statement that the object of regulation 

-<>f foreign investments should be the utilizlition of foreign capital in a manner most 
.advantageous to the country. But instances have been brought to the notice of 
o()Ur Committee where in such industries as Soap, Biscuits, Cocoa and Chocolates, 
{~yclcs, Sewing Machines etc., foreign companies have been permitted or are being 
permitted to set up their own factories in the country in the face of opposition from 
the concerned indigenous industries and without any consideration to the overall 
production capacity of h:ligenous industries. It is not understood why our 
Government have ignored in4igenous interests and are permitting foreign 
interests to set up their own fa't:tor\es in the very fields in which the indigenous 
production is either already sufficient or can be easily stepped up to meet the 
country's full demands. It is reported that in spite of opposition from indigenous 
automobile industry a foreign concern is going to be permitted to make cars in 
India. Similarly, my Committee understand that a powerful British combine is 
being permitted to establish such a simple consumer-goods industry as the manu
facture of chocolates, in this country in spite of the protest of the growing indigenous 
industry. Such incursions of powerful foreign interests in such fields of Indian 
industry where Indian capital is struggling hard to build up certain industries, can 
only spell harm to national economy. · 

7. A clear demarcation specifying the fields in which foieign CPpital c·an le 
p('rmitted to come in is therefore urgently required. The Organization is strongly 
of the view that priority should be given to those foreign investments that go to 
<'reate capital goods rather than consumer goods. This has the weighty support 
of the Yiew expressed by the Advisory Planning Committe"e presided over by the 
Jlon'ble Mr. K. C. Neogy, the present :Minister for Commerce. Referring to invest
ment in consumer goods industries, the Report says-"If foreign companies with 
their vast resources, technical and financial, are allowed to establish themselves in 
industry in the fields at present not covered by Indian enterprise, there is little 
<'hance, in our opinion, of that enterprise being brought into existence at a future 
<late. Even if an attempt is made, it would have to contend against formidable 
<lifficulties. It seems to us preferable that the goods which the country cannot 
produce at present but would be in a position to produce later on, should continue 
to be imported from other countries rather than that their local manufacture should 
be started or expanded by foreign firms. In the course of time it will be possible 
to restrict or discontinue foreign imports; but vested interests once created would 
be difficult to dislodge." · 

8. The Working Committee have made a reference earlier to the two resolu
tions passed by the Organization on "Foreign Capital", stressing the need for 
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providing ~uitable che.cks on. the :undesirable activities of existing large foreign 
concerns With world-wide ramifications and vast reBources and which are operating 
to the. detriment of indigenous indu~tries run by nationals of the country. The 
Committee trust that as urged therem the Government would realise the need for 
passing such anti-trust laws as may be deemed neeessary to safeguard Indian 
industries and free enterprise in tlie country. To enable the Government to enact 
proper legislative measures, the Committee suggest that an Investigation Com
mittee should be appointed by the Government at an early date to inquire into the 
working-financial and organizational-of the existing foreign enterprises in tbe 
country. 

9. In conclusion my Committee deem it very essential that Government should 
set up special machinery to advise them on foreign investments in India. The 
Hon'ble :Minister for Industry and Supply has no doubt said that as a matter of 
policy the Government would take indigenous industry into confid€Dce bEfore allow-

. ing any foreign concern to set up factories in India. But this assurance as point£d · 
out already, will not serve much useful pur:rose, as in a LlJn:ber of industries India. 
has either no interests or not su'fficiently organized interests which can share 
Government's policy or decisicn. 'Jhe \Yorking Commit.tee, then-fore, stress that 
Govettircr..t sbc·1 ld f:et up an Ad\ isory Committee or Board consisting of 
representatin s of lf'adirg industrial orJ,:anizations in the country. The Committee 
or Board in conmltaticn with the indigen0us industries 11·hose interests are likely 
to be affected by the establi~tmmt of a foreign industry in the same field should 
scrutinise every individual case of participation of foreign capital and management 
in industry and recommend to Government deserving cases and advise the 
Government on the terms on which such cases should be created. 

In view of the vital importance of the subject, the Working Committee trust 
that the views expressed here will merit the earnest consideratkn ofthe GovernmfDt 
and that the Gover11reent will be pleased tQ let the Committee know the measures 
that they propose to take in the matter. 

FOREIGN CAPITAL 

(Resolution passed at the Firs! Quarterly Meeting of the Central Committee of the 
All-India Manufacturers' Organization held on the 8th May, 1919.) 

This meeting of the Central Committee of the All-India Maimfacturers Organi
zation welcomes the statement on "Foreign Capital" n:ade 1y the Prin:e Minister 
of India in Parliament on April 6, 1949, as it clari£es the Goveument's attitude 
in regard to such matters as the repatriation of capital, nmitta:r:ce of prc£ts, and 
treatment of foreign enterprise vis-a-vis Indian enterprise. 

While the Central Committee agrees that Indian carital needs to be supple
mented by foreign capital to facilitate rapid industriab"'zaticn ofthe country and that 
suitable conditions must be provided to attract such capital to come into India, the 
Committee apprehends that unless there are suitable cbe(ks on their undesirable 
activities, large foreign combines "ith world wide randfcaticns and vast reHmrce 
might operate in our country to the detriment of indigr-nous industTies run· by 
nationals of the country. The Committee therefore urges the Gov~rnment to pass 
such anti-trust laws as may be deemed nect:ssary to safeguard Indian industries and 
free enterprise in the country. 
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The Committee draws the attention of Government to the omission to exclude 
int~rnal air and coastal traffic from the principle of equal treatment to foreign 
cap1tal. 

. The Central Com~ittee reiterates the Organization's view that such foreign 
capital as may be requued by the country should be secured preferably in the form 
of l?ans from abroad on equitable terms under guarantee from the Government of 
Ind1a. The proceeds of these loans should be directed to such productive channels 
as are most beneficial to rapid economic development of the country in line with 
the Government's policy of planned Industrialization. 

INDIAN INDUSTRIES AND FOREIGN CAPITAL 

(Resolution passed at the Seventh Annual Conference of the All-India Manufacturers 
Organization h: 'd at New Delhi, on 14th and 15th April, 1947) 

\Vhlle holding the view that India's resources of.yet untapped capital could be 
mobilised in the futur~ for the industrial development of the country by silitable 
fiscal and financial policies on the part of the Government of India for attracting 
such capital, this Conference of the All-India 1\fanufacturers' Organization is of the 
opinion that in view of the imperative need for hastening the industrialization of 
the country on sound lines, and in view of the desirability of securing the technical 
co-operation of industrially advanced countries for bringing about such industria
lization with the minimum of initial difficulties it may be necessary to invite to some 
extent the flow of foreign capital into cutain categories of industrial enterprise. 
It emphasises that such external capital as may be required should be secured pre
ferably as a loan from foreign countries on equitable terms and believes that this 
would be possible particularly because of the high credit enjoyed by India in foreign 
capital markets and because of the rise in political status oflndia in the international 
world. The Conference holds, howev~r, that in all such cases reasonable safeguards 
should be laid down in the agreement with foreign firms to ensure that ownership, 
control and management of the industries should be predominantly Indian, that 
necessary Indian technical personnel should be trained by the firms concerned and 
that foreign vested interests are not permitted to grow in the country. 

In view of the irreparable damage already done to the indigenous__..industries 
by the competition of powerful foreign interests with International ramifications 
which have entrenched themselves strongly in the country, this Conference urges 
upon the Government of India to prevent further growth of such interests and 
duct at an early date an enquiry into the extent, and amount and consequenc 
foreign investment in India at present. 

Before referring to the memorandum submitted herewith, the Working Com
mittee like to express their thanks to the Fiscal Commission for the opportunity 
given to them to express their opinion on the important subject of an appropriate 
fiscal policy for the country. The Committee have stressed on a number of occa
sions in the past the urgent need for revising the fiscal policy of the Gove~ent. 
They are, therefore, gratified to note that a Fiscal Commission has been appomted 
by Government to make suitable recommendations for the purpose. 

The Committee do not propose to go in detail here into the harmful effects of the 
policy of discriminating protection followed by Government. in the pas~. The de· 
fects in the policy and in its working are dealt with at suffiCient length m the body 
of the memorandum. Protection to many industries vital to the country's defenoo 
18 M. of Com. 
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as well as to the peace-time economy of the country has hem either denie:l or de
layed. If the country is deficient in a numb~r of imp:>rtant in:lu3tries to-day, it is 
largely due to the h~lting polby followed by the alien Go ternment and the h~lf
hearted .way in which it was applied by them. ·whatever developments then• are 
in a few industries such as cotton textile, iron and steel, sugar, cement and matches 
cannot be credited to the policy of discriminating protection alone. The logic of 
many events and the force of many circumstances beyond the control or intention of 
the Indian Government ofthat period have resulted .in these developments in which the 
half-hearted policy of fiscal protection or Governmental assistance to industries played 
a minor role. Industries selected for protection or assistance were selected, not so 
much for their importance in nation builcling, but more out of political considera
tions.-

It is also not necessary for the Committee to explain at length why a new fiscal 
policy appropriate to the cha.nge:l political condition and post-war needs of the coun
try is urgently required. This will also be found in the memorandum. It is 
sufficient to state here that the country is still deficient in a number of important 
industries some of which are vital to the existencP <)f the countrJ' as an Independent 
Sovereign State. Their growth will have to b'3 fostered by the Government by 
implementing a rapid industrialization programme with energy and vision. The 
.instrument of fiscal policy will be an integral part of this plan ·and programme. 
Protective tariff of course will constitute an important item in the new fiscal policy ; 
but equally and perhaps more important will be assistance from Govern
ment in obtaining such ·essential requirements ~s finance, capital goods, raw 
materials, transport, technical aid, scientific research, etc. The national Government 
in power has the primary responsibility of promoting the economic development 
of the country on a planned basi.~. It cannot afford to remain content by negative 
measures as tariff protection to a few industries. It will have to assume wide respon
sibilities for the country's industrial uplift. 

Various suggestions have been made in the memorandum submitted herewith 
but the Committee propose to recapitulate here only a few of the more important 
recommendations. 

(l) The present formula of discriminating protection should.give place to a new 
fiscal policy designed to promote the rapid industrialization of the country on a plan
ned basis and to meet the post-war and the permanent needs of the country. The 
principle of adequate and effective protection to all suitable industries of the country 
should be accepted. There should be no over-emphasis on any one of the require
ments however important it may be considered individually, such as availability of 
raw materials, of labour, of market and inherent possibility of the industry to with
stand foreign competition after sometime. The only over-riding conditon should be 
that the indu3try should be one suitable to the country and having reasonable 
possibility of development with the fostering care and encouragement of the State. 
In case the industry is essential to the country as an independent national or vital for 
the maintenance or development of its national economy, its growth ought to be 
fostered by Government by all possible direct and indirect means irrespective of 
other considerations. 

(2) Protection or E>ncouragement by tho State should not be confined to only 
e~isting industries but should also be assured to deserving industries which are yet 
to be promoted. 

(3) The existing administrative machinery for implementation of fiscal policy 
should also be tho::;~ghl:r revised. A permanent Tariff Board with wider powers and 
responsibilities must bo set up on a statutory basis as part of an administrati•e sys
tem designed to carry out industrializatio.n as per a definite plan, comprehensiv~> 
and co-ordinated. ·without waiting for specific reference or appeal from Govern
ment or parties concerned, the Board should be empowered to make its own investi
gations and suggestions, keep w.Jt>r survey the entire field of industry, watch the 
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changes going on from time to time at different points, co-relate them into a single 
frame-work and maintain a consistant, progressive policy of active sympathy and 
encouragement of the nation's productive capacity. It must be composed of not 
more than 7 and not less than 3 members, competent, experienced and well-informed 
and selected from the public life of the country, including industry, trade, labour and 
Government. The Board must have power to co-opt or add whenever necessary to 
its number for each particular enquiry that it may have to conduct so as to make its 
im"'('stigation and recommendation as fair and reasonable as possible. 

(4) The present system of Imperial (or Commonwealth) Preference may be con
tinued with such changes as may be considered necessary in the light of the changed 
political condition and present requirements of the country. The preferenttal 
treatment should not however be confined to the United Kingdom only. Possi
lJility of developing markets for Indian manufactures in certain under-developed 
Commonwealth areas as well as in areas outside the Commonwealth by bilateral and 
multibteral treaties should be explored. ' 

(,"j) A National Planning Commission should be set up after some time to frame 
an industrialization plan and programme for the country. It must be representative 
of the interests concerned as well as of Government. The Planning Commission . 
would only be an advisory and a recommendatory body and should not be invested 
with any executive functions. 

(G) There should be propef integration and co-ordination of the working of the 
Tariff Board with that of the Planning Commission and that of the proposed Indus
tries Licensing Board or Advisory Committee envisaged under the Industries {De
-:clo~mrnt and Control) Bill. 

(i) An Economic Committee of the Cabinet should attend to all functions re
quiring co-ordinated action in the sphere of ecJnomic policy. This Committee 
should me>et regularly to co-ordipate the working of the various Government 
l\linistries concerned with economic activities and expedite their decisions on eco
nomic plans. 

(8) The fiscal policy should facilitate the import of scarce raw materials and 
capital goods, including plant and machinery, their parts and accessories, particu
larly during the coming years, to facilitate the rapid industrialization of the countr:v. 

(9) The last Fiscal Commission's recommendation that 'raw materials and 
machinery be ordinarily admitted free of duty and that semi-manufactured goods 
used in Indian industries be taxed as lightly as possible' should be implemented, 
Thi8 should include rebate or refund of import d~J.ty on manufactures exported by 
ns, but which contain imported raw materials. 

(10) Greater financial assistance should be given by the Government through 
the Industrial Finance Corporation in the Provinces and at the Centre, and by raising 
an Industrial Loan both from within the country and where necessary from outside, 
so that deserving industries may be guaranteed requisite finance at reasonable terms. 
The existing legislative measures regarding provision of credit by banks and insu- · · 
ranee companies should be suitably modified and made elastic so as to enable banks 
and insurance companies to finance industry on a greater scale. 

(II) Provisions should be made for economic rates of carriage of goods by rail
ways and shipping by co-ordinating the working of the different types of transport 
available in the country, and by distributing or allocating all available traffic bet
ween the various forms of transport in such a manner as to serve both the immediate · 
and long range needs of the country. 

Coming now to subjects which are not covered by the Fiscal Commission's 
Questionnaire the Working Committee like to draw your particular attention to one 
.or two glaring omissions. There is no reference at all to the important question of 
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treatment of foreign capital vis-a-11is indigenous capital. The Working Committee 
are not in agreement with the Government's view on the subject. The Prime Minister 
gave an assurance in the Dominion Parliament on April 6, 1949 that the existing 
foreign capital would be treated on par with the Indian capital. The Hon'ble 
Minister for Industry & Supply went a length further and declarE"d at the Second 
1\feeting of the Central Advisory Council of Industries ht!ld in July last that the prin
ciple which was enunciated by the Prime :Minister only in respect of the existing 
foreign industries in the country would be made applicable also to future foreign 

- investments. The policy of non-discrimination between indigenous enterprises and 
foreign enterprises that are already set up or will be set up in future has created 
serious misgivings in the minds of Indian industrialists, particularly those engaged 
in medium and small scale consumer industries. A copy of the detailed representa
tion on the subject made by the Working Committee is enclosed herewith for the 
information of the members of the Fiscal Commission. It may be pertinent to point 
out here that even the last Fiscal Commission composed as it was mainly of interests 
with no particular attachment to the interest of the country at large, has stated as 
follows while discussing the question of stipulations which should be prescribed by 
Government in the case of Government concessiollfl, etc., to foreign concerns in India. 

"We think, however, that where Government grants any thing in the nature 
of a monopoly or a concession, where public money is given to a company in the form 
of any kind of subsidy or bounty, or where a licence is granted to act as a public 
utility company, it is reasonable that Government should make certain stipulations. 
Where the Indian Government is granting concet3sions or where the Indian tax
payers' money i'l being devoted to the stimulation of an enterprise, it is reasonable 
that special stress should be laid on the Indian character of the companies thus 
favoured. In all such cases we think it would be reasonable to insist that companies 
enjoying such concessions should be incorporated and registered in India with rupee 
capital, that there should be a..reasonable proportion of Indian directors on the Board 
and reasonable facilities should be offered for training of Indian apprentices at Go
vernment expenses. We note that this policy has been generally accepted by the 
Government of India. During the debate in the Legislative Assembly on the 2nd 
:March 1922 on the resolution moved by Sir Vithaldas Thackersey recommending 
that measures should be taken to provide that as large an amount as possible of the 
150 crores set aside for the rehabilitation of railways during the next five years should 
be spent in India, Mr. Chatterjee on behalf of Government stated: 'The settled 
policy of the Government of India as I think we have mentioned more than once in 
this Assembly, is that no concession-should be given to any firm in regard to industries 
in India, unless such firms have a rupee capital, unless such firms have a proportion, 
at any rate, of Indian Directors, and unless such firms allow facilities for Indian 
apprentices to be trained in their works. This has been mentioned more than once,. 
and I can only repeat this declaration' ." 

This view has also been supported by the present Tariff Board in their reports 
on aluminium and motor vehicle battery industries. As the subject is vitally im
portant and will have repercussions on the existence and growth of indigenous in
dustries the Committee very much desire that the Fiscal Commission should pro
nounce its weighty opinion on it. 

Equally glaring. is the omission of the question of taxation from the purview 
of Fiscal Commission's investigation. The increase in taxes on industry and trade
during recent years has scared industrialists away to such an extent that 
entrepreneurs are not readily and "\\illingly coming forward to start new industries. 
It is the view of the Working Committee that the Fiscal Commission should look at 
the question of industrialization of the country as a whole, from all angles and as
pects and not ignore a question of the importance of taxation which has a vital bear
ing on industries as well as on the fiscal policy of the country. The 
however, do not propose to go into the subject now, apart from drawin 
tion of the Commission to page 28 of the " Industrialization Scheme in Two Parts ,,. 
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rec?ntly published by the O~ga~ation (copy enclosed along with the Memorandum)• 
It IS a matter for some satiSfactiOn that of late the Government have realised the 
imperative necessity of giving suitable relief to industries from the present abnor
mally heavy taxes. 

The W orkin.g Committee trust that the detailed memorand~ submitted by 
thP.m on the subJect of an appropriate Fiscal Policy for the country will receive the 
ca~eful consideration. o~ the .Fiscal Com~sion. Any clarification that may be re-. 
qm~ed by the CommiSsion will be g.la~ly ~ven by the representatives of t~e Organi
zat\on when they meet the CommiSsiOn m Bombay for giving oral evidence. 

Memorandum of answers to the Questionnaite of the Fiscal CommiS3ion submitted 
by the Working Committee of the All-India Man11facturers' Organization. 

PART I. 

SECTION A (I). 

INTRODUCTORY-Changes in t~ Economic Background since 1922-23. 

Quution ].--..:.Do you rAJn.Sider th?lt the economic background in the counlry 1uzs so al
tered since the Indian Fj.scal Commis.5ion reporlid in 1922 that it necessi
tates a fundamental chiznge in the approach to the problems with which 
the prtswt Commis.~m& is concern€.d1 

India. has travelled a. long way economically, politically and socially since the 
days of the Indian Fiscal Commhsbn of 1922. The changes have been fundamental; 
the basis of thought have altered. The whole structure has so changed that to 
attempt still to use the report of 1922 as a base would be like trying to make a grown 
up wear his old' booties'. To what may be the change be attributed 1 No one thing 
can claim the credit. Time has forced the evolution ; and evolution may be said 
to comprise in this case, of progressive education, lessening of the degree of foreign 
domination, indigenous enterpriqe, greater political froo:iom, loosening of economic 
strangulation, etc. etc. E'l.ch in its own way has contributed to the change. But 
the culmination came on 15th August, 1947. The past and all its deeds were to 
give plac3 to a. future with a. different background. India is not what India. was. 
Her granaries are no longer hers ; the war and its effects on other countries have 
reacted on her-adversely quite often. Her population problem is greater than 
ever ; her transport system requires much to be desired. 

On the other hand, she is master ofher own destiny, her own sons are at the helm, 
her vast resources are yet untapped, foreign aid without domination is feasible, the 
war has given her industries a push, the world outlook has changed. The concept 
now is of a " Fair Living Wage " rather than a. " Subsistance Level Wage ". 
It is now in the light of this that we must review the whole situation. 

The Organization has all along been agitating fo~ implementation of a. rapid in
dustrialization plan and programme, as the matenal progress of the country lar
gely dPpends upon it. The country is deficient in .a number of ~dustries and their 
growth will have to. be encouraged by the St~te u;t every P?ss1ble way.· A fiscal 
poliey, rightly concmved, can play a great part m this ~onnectwn. 
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Further, a new tariff policy, appropriate to the post-war needs and conditions 
of the country, is urgently called for. Sooner or later, a post-war depression is 
bound to set in, as on the previous occasion. To combat the after war slump and 
to provide a security to the indigenous industries, a reorientation of the fiscal 
policy is, therefore, necessary. 

Question 2.-Will yon list the principal changes in our agricultural situation in ns[-ECt 
of (a) production (b) consumption, and (c) international trade in ar;ricul
tural commodities. 

(a) The change in respect of the production of agriculture has adversely 
been affected due to the general causes mentioned above. But the main feature has 
been from the " extensive " to " intensive " production. And the emphasis on 
this change has been further necessitated by the partition. It is an irony that in 
spite of this emphasis, the yield per acre has declined except perhaps in the case of 
sugarcane, jute and cotton. , The war and the pressure of population have given 
impetus to agriculture but tradition, religion and complexes have impeded progress. 
New methods of production are essential and the era of massive irrigation works and 
tractors has set in. To be in keeping with the times, agricultural finance, basic 
education and scientific agricultural research, must fall in line. ~Iethods of storing 
are being and have to be improved, for, in the initial stage while production is lack
ing behind, imports well stored would give the necessary breathing time. The abo
lition of Zamindari and the landless labour class, the consolidation of fragment 
holdings is likely to contribute a higher yield. A comparative high standard set 
by the war is also likely to induce the agriculturist to produce more than his O\m 

requirement of food so that with the surplus he can have other things that he has 
now got used to. The reclaiming schemes tend to supplement·' intensive' farming 
with an ' extensive ' one. One very glaring omission has been the lack of interest 
in dairy farming and in production of vegetables and fruits and their preservation. . . ' ~ 

(b) While statistics in this connection is almost nil, it can be said that since 1922 
the distribution of agricultural products has been more even due to many reasons
viz., better form of transport, desire and capacity for more and to have marl:', thanks 
to a higher purchasing power of an individual and finally, Government's efforts to 
reduce maldistribution. The desire to consume is likely to increase as standards 
improve but only a check on the population and improvements in production can 
prevent disappointment to consumers in general. Our imports have to be 
restricted and the import of rice from Burma is not what it was thus aggravating 
the situation. Our own shipping is fairly developed and could be of immense service 
to us at this stage, for our imports would not drain so much of exchange as would be 
the case were foreign ships to bring our food stuffs. It is difficult to say whether 
there has been any change in the habits and tastes, i.e., whether one cereal or 
vegetable or fruit is now preferred to some other and if so, to what extent ; but the 
tendency has been a preference for finer quality as cap~tcity top urchase has 
increased. 

(c) The land of farmers that once used to export foodstuffs has now become a 
chronic importer. The reasons are no doubt contained in (b) and (c) above ; 
with an increased desire to consume, the capacity to produce has comparatively 
fallen. The attraction to indsutry from agriculture is unfortunately not the cause, 
for in that case, on the whole, India would have still gained. There is also the fact 
that other countries have made great strides in the science of agriculture and of 
" industrialising agriculture ", a term yet unknown to us. 'Ve have been ousted 
from foreign markets not because we have no basis to work on but because we have 
not the ' know-how ' to utilise the base and compete. 'Ve still hold a few mono
polies in agricultural products but due to lack of initiative in us to develop these 
further we are likely to lose on that score also, as, substitutes are brought out by 
foreign countries to replace theSl' monopolies. 
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QuPBlion -'3.-~o what e:rlent, if any, have thlse changes affected or are likely ta affect 
m future, the pace and direction of our industrial r-ro9res.<J ? 

Food is the base of the pyramid on which economy of every country must de
pend. We have already dilated the production tale of woe. For one thing, less 
production means higher price and so less food for industrial labour which must 
reflpct on industrial producton and efficiency. Again, le.~ser mechanisation means 
more labour necessary on the field and less lab•Jur available for industries. If we 
harl. surplus food to sell, we could always barter this next-to-gold commodity for 
things necessary for our rapid industrialization. The dearth of cheap and high 
grade raw materials has impeded directly the growth of industries using those raw 
matf·rials. In a country such as ours unlike England, industrial future is wedded to 
a[!Ticultural prosperity; an attempt to divorce the two would lead to the ruination 
of both. Here again transport-land and water must be made to play their part in 
assi;;ting industry not only directly but also through better distribution of agricultural 
products. India need not fear, at least for some years, of over production or under 
consumption when products are given reasonable :alues. 

Question 1.-What are the basic imr;rovements in our agriculture and mining that you 
u•ould consider urgmtly ntcessary as a support for any policy of intensi
fied industrialisation ? 

Both in agriculture and mining a policy of intensive cultivation and large
scale production is indispensable. The handicaps and difficulties whether from 
foreign compP-tition, or native deficiency in capital equipment, or efficient labour and 
teehnical skill, must be remedied or removed by an approrpriate fiscal policy. 

Taking agriculture first, it is common knowledge that there are many heavy 
difficulties that prevent the maximum potential yield beinl! realised from that great 
source of primary production. The several projects now in· hand are designed to 
remedy some of these handicaps of £hat greatost of our national industries. A re
ferPnce has already been made in reply to Queston 2 (a) to some of the handicaps 
suffered by our cultivators and to the means of overcoming them. The uncertainty. 
irregularity , or ina::lequacy of water supply in the periodical rainfall is an 
olrl anr\ SE'rious handicap, which can, however, be remedied by the projects 
H·f .. rred tJ above. But these are long term measures which will take years to ac
compli:<h. For immediate/benefit, therefore, some system of providing more re
gular and adequate water-supply suited to the small-scale agricultural producer in 
India found all over the country-like tanks or wells--is indispensable. And this 
can be provided without prejudice to the large-scale long-term multipurpose pro
jects of river-training, irrigation and electric supply. 

The new land brought under cultivation with the help of these large-scale pro
jects, or the reconditioned land which may be settled after these projects have taken 
effect will, of course, answer the long-term need of the country of increasing food 
supply and raw materials in the requisite degree. But, as mentioned already, they 
will take time,-between ten and fiteen years to reach their full capacity. During 
that time the shortage of foodstuffs and of industrial raw materials must take its 
toll upon the peoples vitality, unless immediate remedy or relief through import is 
provided. It is, therefore, to counteract this handicap that the suggestion has been put 
forwar<l for the improvement of wells and tanks which are much more suited to 
small-scale producer characterising Indian Agriculture. The large-scale projects 
may then be left to provide a permanent and abiding remedy. 

Even if this primary requirement is met, our Agriculture would still have to 
fa('e sPrious difficulty which prevents its yielding its potential maximum because the 
unit of cultivation is too small and fragmented to be economic in cultivalion. The 
equipment of the farmer is also too primitive to yield all than can well be expected 
from the inherent richness of our soil. Some form of wholesale reorganisation, by 
a system of cooperative cuJtivation and landholding, is accordingly indispensable, 
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if cultivation is to be on a profitable and economic basis. The necessary complement 
Qf equipment, by way of cattle and agricultural implements, are more easy to pro
vide if such reorganisation is effected ; and the yield would also be much larger. 

. The relative paucity of adequate replenishment of the inherent potential of the 
soil, depleted by centuries of cultivation, is another factor accounting for the poor 
unit yield of Indian farming. Artificial fertilisers have their use and are going to be 
provided in an increasing measure. Under the prevailing conditions of Indian far
ming, however, of the average soil and the kind of crops raised, it is likely that the 
benefit of this aid to agriculture is exaggerated. The value of organic manure is even 
today indisputable. A comprehensive plan today of appropriate collection and 
adequate distribution of that manure for use on cultivated soil is likely to yield much 
better results, without any untoward consequences which might need their own coun
teracting at a later state. Indigenous and organic manure, to which the land has 
been accustomed for generations is likely to yield immediate results and as such should 
be developed as intensively as possible. 

The Mechanisation of Agriculture by means of tractor-ploughing or mechanised 
harvesting,_ may well be deferred until the unit of cultivation has been substantially 
enlarged and the condition of farming entirely re-modelled. At the present time, 
the New Investment of capital in Agriculture is needed, more in regard to Irrigation 
by wells or tanks, better collection and distribution of organic manure, and scientific 
reclamation of culturable waste, than in a large-scale improvement in tools and im
plements of cultivation. 

Another direction in which capital investment in Agriculture will be fruitful is in 
regard to cattle supply, not only for ploughing the land and drawing the water from 
wells, but also for intensive development of the subsidiary industry of Dairying 
and Milk Products. India has disproportionately large cattle wealth ; but the 
yieldJrom this source is dispappointingl}" small, utterly out of proportion to the 
number of cattle. Of the total number 60 per cent of the cattle are practically use
less and unproductive, being a burden on the rest of the milk cattle as well as upon 
the country as a whole. -

Given the religious S!_lsceptibilities of the people in this country, the elimination 
of useless, over-age and unproductive cattle, leaving room to provide more adequate 
and nutritive fodder and other food for the cattle, has become a serious problem in 
itself. If we desire to increase substantially the yield from agriculture and its sub
sidiary and connected industries within the near future, this problem v.ill have to be 
faced and solved. 

With all these remedies and improvements, Indian agdculture can within a 
reasonably short time, make up for all the deficit that to-day makes our economy 
unbalanced and comparatively unprofitable. At present the available food supply 
Qf the Indian Union needs to be increased roughly by 10 per cent. to come to the 
pre-war form; and perhaps 25 per cent. to provide reasonable ration for every citi
zen in the land. Such improvement is not impossible to attain by the cumulative 
and simultaneous operation o~ the remedies suggested above. 

The subject of mining being a specialised one we can make only general observa
tions to the effect that latest capital equipment is badly needed to make the ores 
cheaper at the pit head; and then cheaper transport is essential if the ore so brought 
up cheaply is to be of any benefit to the industries. Better working and living 
conditions are imperative if the average production is to go up. In mining 
there is scope for extensiveness since India's mineral wealth has still remainded 
un-explored and so unexploited. 
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().!Udtion 5.-What are the mainjirectionB in which our induswial development has pro
gressed since the Indian Fiscal Commission reported in 1922 f · Please 
give your appreciation of the same. ' 

Several industries have been accorded after reference to the Tariff Bpard and 
on their recommendation, fiscal protection. 

The principal method of this protection is to impose import duties on competing 
commodities imported from abroad, so calculated as to be sufficient to set off the 
difference at which Indian industry could market their product, including a reason
able profit to the proprietors, and that at which the foreign competitor could sell his 
wares in the Indian market, after bearing all the cost of production, including freight, 
insurance and banking commission. In several cases these duties have had to be 
very heavy, e.g.in the case of sugar. In some cases, these duties were made speci
fic, which would increase the degree of protection when prices are falling, and vice
v&sa. Because of this possibility of rising prices almost undoing the protective 
effect of specific duties, the tariffs have had to be frequently revised. In cases where 
the duties have succeeded in building up the indigenous industry 'to a reasonable level, 
but considerations of revenue would not permit such duties to be lowered, excise 
duties have been imposed on home produced goods, either to divert a part of the be
nefit of such protection to the primary producer ; as in the case of sugar ; or for 
promoting research to improve the quality of the protected produce ; or purely for 
additional revenue. In almost every such c1se the protecdve duty has been granted, 
initially, for a limited !leriod. Protection, however, has not been altogether dispensed 
with every time the initial period has ended. The combination·, very often, in one 
and the same duty, of the protective as well as revenue producing principles has not 
proved invariably happy for either. 

Other forms of aid have also been provided for given industries, particularly 
in regard to ensuring bettor quality of raw materials by special enco_uragement to 
scientific research, as in the case of &1Igar, which also enjoys a very high tariff protec
tion. Dire<lt financial subsidies or bounties have not been very popular with the 
Indian Government. · 

The system of preferential rates on Railways or shipping freight has also not 
received attention worth the name. The railways being public monopolists of the 
State ·with heavy capital investment were not worked primarily as Public Utility 
'Service, but rather as revenue yielding asset for the State which depended in a very 
considerable measure upon the surplus obtainable from this principal form of In
land Transport under public ownership to make up its deficit in the ordinary bud
get., in time of depresseon or during the War. 

As for the carriage of goods by sea, along the' coasts or overseas carrying busi
ness, Indian shipping had a very small share in this business; and what was ob
tained was rather through such portion as the foreign competitor had to yield in the 
face of growing national sentiment by specific agreements than to any deliberate 
fostering and development of this service by sustained assistance by the State to 
Indian enterprise in this field. There being no shipping business worth the name 
owned, manned, and controlled by Indian enterprise, and the foreign shipowner 
would not suffer his service to be uHed for the purpose of fostering and developing 
Indian industry. The manipulation of the freight rates in favour of or for concealed 
protection local industry in the coastal and overseas carriage of such goods was beyond 
the keen and sympathy of the then Government of India. Mutch lea~ could the 
Shipping enterprise itself of Indians receive any sympathetic consideration by 
Government while it remained under the domination of competing powerful 
non-Indian interests. 

The transport of grain involves, it may be added, carriage of a very heavy com
modity which is relatively low in price, and yet occupies a great deal of space. It 
admits of carriage in large quantities over long distance ; and the larger the quantity 
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the easier the carriage or lower its cost. Carriage by road or rail is bound to be se
veral times dearer than carriage by water, mainly because of economic factors that
need not be detailed here. For a country of the length or seaboard of India, and 
with the available traffic in grain, coal or raw material so considerable and constant 
as we have in this country, it would obviously be much more economical wherever 
such traffic cLn be diverted to sea routes in place of inland carriage whether by rail 
or lorry .. 

It would, therefore, be not the least part of a properly organised econowy to 
organise, distribute and allocate the available traffic for carriage so as to assign to 
each form of transport that particular kind of carriage which is most appropriate for
its own peculiar organisation. In that reorganisation carriage by water transport, 
whether along the river or along the coasts, even for the local trade of the country, 
would be found to be much more economical, wherever it could be diverted on a 
comparatively competitive basis. 'With modern equir-ment of cold storage and 
proper preservation of grain, and with the modern speed of vehicle, there need be 
no danger apprehended for any cargo of this kind suffering because of the 
perishable nature ofthe commodity. 

It is unnecessary to add more details of the growth, under such condition of 
unwilling encouragement, or industries which have received some half-hearted assis
tance or protection from the State, under the new Fiscal Policy adopted in 1923. 
This Policy of " discriminating Protection " was so discriminating against Indian 
ent~rprise in practice, that it seldom protected that venture. Such as it was, it was 
more than counterbalaned by British enterprise converting the new policy to their
own advantage by claiming to be on a part with Indian nationals, a!!d succeeding in 
getting a statut0ry bar again'lt any form of discrimination in favour of competing
Indian enterprise in the Constitution Act of 1935. It was further neutralised, so 
far at least as the most formidable competitor of Indian industry was concerned, by 
forcing India lnto a system of I1ppcrial Preference within less than ten years of the 
new policy being adopted. 

The sub- joined tables of production and equipment of certain Indian indu~tries 
amply bear out the argument advanced above. 

TABLE II 

As for the " directions of industrial development ",since the new Fiscal Policy 
came into action, the most noticeable change is of course the growth of established 
industries like Iron and Steel, Textile, Cement, Sugar or Matches. These, however. 
have grown on established orthodox line as shown by their volume of production. 
and the number of employees, character of equipment, or the number of establish
ments. The question for enquiry rather is whether they have grown to the maximum 
possible size that could be expected of such industries in view of the availability of our 
local raw material and cheap labour supply. The figures of imports and exports 
of the principal commodities including the products of the protected industries. 
given in another Table, speak for themselves. 

(See TABLE IV). 

India does not aspire to capture foreign markets by exporting the products of 
her protected industries. She has no desire to dump her wares on foreign lands and 
prevent the growth of their local industry. But eschewing such ambitious objectives, 
she can well aim at securing her own domestic market f~r her_o_wn industrial output_ 
After 25 years of the policy of Discriminating Protection, India has not been able 
to achieve for her own local industry complete command of the home market ; she 
cannot provide full employment for her surplus population pressing unduly upon the 
soil, in her own productive industry. She cannot build up all the essential require
ments, key industries, or vital services, like Shipping, which are indispensable to 
enable her to maintain her national independence intigrity and security. 
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The only industry which may be said to have come into being as a result of the· 

new policy o~fiscal policy, is the Sugar Industry. It was almost non existent before 
1930 ; and Is now able to produce sufficient to equal pre-protection imports. More
esst'ntial industries, like Iron and Steel, ~lachine-making and Machine Tools, Heavy 
Chemicals, or the basic industries of Transport, like Locomotive2 Coach or Wagon 
production and the production of their parts and accessories, Automobiles of aH types 
and for all purposes Ships and Aircrafts, are either still strucrcrling, beincr but partial
ly developed or we have yet to make a beginning. Such step;'~s have had." to be' taken 
untkr the stress of the last war may have done somethincr to start such industries. 
in this country. But once the "-~ar need was over, the p~eceding Government re
turned to its policy of apathy and indifference, if not that of posi~ive hostility to 
Indian enterprise. And the threat of impending Depression, gravely affecting 
India's public finance, in conjunction with other factors noticed elsewhere have made 
it impossible for their successor to devote special care to those industries, in anything 
like the proportion to which they are entitled. The result, therefore, of the Fiscar 
Policy adopted since 1923, in denloping our industria,! potential, both in volume and 
V<lri£'ty, cannot be said to be very encouraging. ' 

~Icntion may be made, in this conne-ction, of the damping effects oftbe Budget 
prr,;cnted by the then Finance ~Iinister, ~Ir. Liaquat Ali Khan in :March 1947. The· 
he;n·y rate of taxation on incomes imposed, reaching up to almost 95 per cent. in the· 
ease of indi,idual incomes of over 3! lakhs, including super-tax.and surcharge ; 
the capital gains tax; the aftermath of excess profits duty, and other smaller detail 
viewed in the baekground and the general spirits of that Budget, had a most dis
quit·~ing and discouraging effect. A degree of uncertainty was introdtked and 
hei'!htcn~d all the more by the reports of conflict of opinion in the innermost circles 
of the supreme Gon•rnmcnt. The doubt and hesitation thus introdu~ed have con
ti4tH'Il Pven now, whit-h the Industrial Policy Pnunciated by the Government oflndia 
on April 6, 1948, guarantpeing a breathing space of 10 years, so to say1 for private 
ent('rpri,.;p in vast industries has not b'een able to undo. 

Que8l ion fi.-To u·hat extent do you think our industrial det'elopment still Jails short oj 
our es.~ential requirements 1 Jr ould you list our main.. deficiencies under 
the following heads : 

(a) Lines of manufacture tchich you consider essential ; 
(b) Volume of production ; 
(c) Overhead and operatit·e costs ; 
(d) Qualify of management ; 
(e) SupplyoJCapital; 
(f) Amilability of raw material,Juel and pou·er: 
(g) .·h-ailabilify of high grade technical ability; 

(h) Supply of skilled and un.skilled labo-ur; 
(i) Efficiency of l•1bour. 

The answer to this question dt>pends very much upon the ultimate and definite
objt•ctiH goal of den.lopment expected to be achieved. 

The central objective of national Self-Suffi.ciPncy, atleast in vital and essential 
requiremPnts advocated above has naturally its limitations. "-'e must not lay ex
cessive Pmphasis on the possibility of working up all available and potential raw 
material to supply our own market within our 0\\"11 frontiers. Not only we may 
not be able pconomically to achieve this objecti>e in every particular, we must also
face the fact of growing modern international dependence and mutual obligations 
whieh would be incompatible with su~::h an ideal being rigorous!y pursued, by such 
a country as ours. The new aim of securing the greate~t possible degree of economic 
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-co-operation between nation' sdemands that each country should keep its programme 
·?floc?'l development within reasonable limits, and without being incompatible with 
.Its nmghbours and customers. Scientific advancement new discoveries new inven
·tions render inherited skill and traditional enterprise in particular fields obsolete. 
~ew processes, new machines, new equipment substitutjng for old methods and de
Vtces often render once very profitable enterptise utterly onerous and unremunerative. 
Even the primary sources of production, namely, Agnculture, is now a days, exposed 
mor~ and more to the threat of substitutes being produced by scientific means. Syn
thetiC rubber f6r real caoutchouc, oil from coal, beet sugar, rayon silk, and even some 

·new fibre which would take the place of jute, are actual or potential examples. In
dustry, moreover, tends to be more and more inter-dependent, so that the finished 
product of one industry becomes the raw material of another. These necessitate 
an ever widening division of labour which makes the several countries of the world 

:integral parts of one world economy. The latest example of this kind rna y be found 
in the ilmenite sands of Travancore, which, until now, used to be exported in the 
original condition as raw material for being worked up abroad. By a recent 
Agreement, however, with American }ndustrialists, the ilmenite and other sands ate 
processed here and exported for final utilisation in the paint industry in the United 
;States. There a.re two standards of measuring such development, namely:-

(i) The posllibllity of working up, within the country itself, of 2-ll its aw,ilable 
and potential producible raw ms.terials whether sufficient for own 
market as regards the commodities ma.nufactured out of such raw 
materi<l.ls, or in excess of such requirement~. It must be remembered, 
however, that any such demand is progref'sively expanding with the 
growth of Industry and better diffusion of prosperity. Demand 
cannot, therefore, be taken to be rigid and fixed for a.ll time; nor ran 
supply through industry systematically FfOtected and E.ctively (1.eve
loped c~m a.lways remain static. This. objective must, then·fore, 
be construed even if adopted as the guicl.ing princirle of the N<>-tio11Bl 
Fiscal Policy, must be taken to be ela.stic in r. certdn C'Pgree. 

(ii) Altern:ttively, the aim of such policy may be the development of industry 
r.t least to the point where the entire loca.l demand is satisfied by the 
home production, ru<!.king allow~>.nce for its progressive expE.nsion, 
: .nd incre?.sing purchasing power of tl:.e consumer. This sour,ds a 
more reasonable goal; but even here ther~ is room for ehsticity in 
interpretation. 

It must not be forgotten, however, that b<.sides these two objectives, there is 
·the consideration of providing sufficient volume of trade, both import and export, 
-or ca,rgo, as to maintain a reason<!.ble volume and va.riety of shipping for the colintry 
-<!Oncerned. The impmts and export reprcEent the deficits or surph;s producticn 
of the country, which must lea.d to inernstional trade, however in>:ist€-nt the (OUntry'r, 
policy may be in regard to self-sufficiency. It is such trade which would inevitc:.lly 
-develop ·also the country's shipping. 

These two s.re not mutu~lly exclusive, as regards the optimt m dewlopment 
of the IndustJhl Potential of a, country like India. It is possible to reconcile th~ 
-claims of the domestic dem3.Ild to be supplied in as large a degree es possible by 
indigenous production providing full employment for its av&.ilable labour, raw 
materil.ls and technical equipment, With the mm of utilising ar.d working up the 
whole of the avr.ilable r.1w materiEl.! produced, or possible to produce, rot home by 

:improved methods. This 1im, if achieved, can equally well provide full employment 
for the countr)'s labour, terllnic.?J skill, srier.tific knowkd[e, t.r.rl r~-ritd equirment. 
Production then may be irrespective of the volume of locd demand. The surplus 
-of such output would be available for export, either in exchange for equally neces
.sary domestic requirements not profitably producible at home; or simply to main-
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tain trade conn~ction with other countries and offer concrete proof of the desire for 
interMtion.al cc-:>p~r<~.tion. Judged by either of these criterian Indian industry 
cannot yet be said to have developed sufficiently to vindicate the new Fiscal Policy 
since 1923. This is not due to any inherent defect of that policy but rather to the 
very hesitating and half-hearted manner in which it was applied. The tP.bular· 
stdement subjoined indicated in general the extent to whirh certain selected 
industries produce and supply Indian market, and the extent to which they can be 

· developed still further within a reasonable time to supply still larger volumes of 
loed demand, provide greater and more, varied employment to Indian labour .and 
capit.d, and to work up our own raw materials to the final stage of finished articl~ 
ready for consumption. 

(TABLE III) 

(attached) 

It may be added that the Table has been compiled ~ollowing the recommendations· 
of the serveral Panels of inquiry regarding the scope for development in particular 
industries. Tho::;e Panels were appointed by the Planning and Development De
partment of the Gm·ernment of India between 1945 and 1946, and on which 
Goverrunent have also announced their future policy. Further action in this direc
tion is held up, for the time being, because of unexpected handicaps of the new 
mtional Government. Cooling down of the zeal for intensified development 
of indigenous industry to meet war-time needs may also be responsible for that 
sit u<1tion. 

As regards tho several items on which the question requires specific answer, 
it may be mentioned that :- · 

. ' 
(r1) The lines of manufacture, wrUch may be considered essential, may be listed 

to in.dude, basic industries whkh are the parent of other industries; or Key industries 
which are important items in all round development of the country. 

Thi.; group includes Iron and Steel industry, in all its variety of products; 
coal, the manufacture of machiJ~ery and mechanical equipment of all kinds for modern 
f<Lctoril·s or wvrkshops, together with their parts and accessories; machine tools and 
instruments of precision ; h('avy chemicals, and industries connected with the manu
facture of ammunition, armament including modern weapons of all kinds for offence 
and defence required for pre::;ent day ·warfare; and .the foundational indu::;tries of 
transport by bnd, a.ir or water and communication service. The production within 
our own country of r..>ilways material and accessories, including locomotives, wagons, 
carriages and coaches;, their parts, accessories, and equipment; automobiles of all 
siZe» and for all purposes of trade or trr.vel; ships, both for commercial and naval 
usc, ill all ::;izes, ::;hapes, and functions, under the present conditions of overseas 
commerce and nation,.J.l defence; and aircraft for the same purposes. 

In most, if not all, of these lines of development this country is still deficient. 
The rcsuh, i:,1 that our imports have to be very much inflated. The cost is unneces
sarily and disiJroportionately high for normally running these services and opera
ting these industries, the basic requirements of which are to be imported from abroad. 
If, therefore, we desire that the import trade of India be more rationalised, and con
sist ma.in.ly in articles or commodities which cannot possibly be produced from our 
own resources, it is absolutely necessary that all the available local resources are 
fully developed and worked up through all stages to the ultimate consumer, 
If the country is deficient in these basic requirements, they must be, of course. 
obtained from P.broad to help build up the national industry in these categories. · 
But a definite time limit will have to be fixed for such building up process to reach. 
its required height to make the country independent of Forei&'ll impvrt..;. 
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l\loder~ indust~ies, it ma.y be addc.d, &re so inter-~onnected end inter-dependent 
-that the raw matenal of one mdustry Is often the finished product of another. This 
is an endless chain. wherein i~ become~ impossible to distinguish the primary from 
secondary produc.twn; and mtermed1ate from final consumption. Under these 
circumstances, the development of one industry suitable to the conditions of the 
country, or vital for its security, may necessitate the &imultaneous growth of several 
.others which have to s!)rve as accessories or ultimate consumers. 

The only limit to such expansion may be found in our own availaUc Hwurces 
of raw ma:terials-;-technical sk~ll or capital equii_Jment_. .The raw materia] may 
be, at a given moment and m certam categones, limited, and incapable of 
expansion at least for the time being. B.ut, even in this case, the possibility must 
not be overlooked that. much ?f t?e bas~c raw ~ateria~s e:·en if limited at a given 
moment, are capable of1mprovmg m quality end mcreasmg In volume, so that while 
the industry working up these raw ~aterials. is being developed to the optimum dPgrte 
where the whole of the raw matenals available at the start are worked up into 
finished goods, the quantity and quality of the indigenous raw material may also be 
increased and improved to meet the next stage of development and expansion. Im
proved mining or cultivation, which at present may be lacking but which may soon 
be adopted, would yield better crop or mineral. But when every allowance is 
made f~r such improveme~t, th~re .may b~ a physical limit to increased or improved 
productiOn of raw matenals withm ones o\vn, country: and that may set a limit 
upto which only the local industry, however important &nd essential, can be 
advantageously developed. 

'Ve have hitherto emphasised the utility of protection to in<.ligc·r..vus ir.du~tn, 
as If It was to work up our own raw matenals into finished goods. 'Lnder cor.d.i
tions of present-day economy and the inter-dependence of all forms of industry, 
it may quite possibly be that certain processing industries, which are not merdv 
working up raw materials but int:rmediate also, may also require pote<:tion. 
Granting all this, we must not lose sight of the fact that India is now an indeJ;endent 
sovereign State; and as such she must make all the provision she possibly can to 
develop certain basic or vital industries which are indispensable for our very exis
tence whatever the cost. And these industries must, in the period of their infancy, 
.so to say, must be fully protected as and when required. 

So far as India is concerned, there need be no fear of any such inescapable limit 
()f the required raw material, at least for developing our industries to equal the 
local demand. Much more clearly, there is no such absolute limit to the available 
labour; or even technical skill and capital "equipment, indispensable for the ade
quate development of modern mechanical large scale industry proclucing 
primarily for local consumption. It may be that at any moment our labour supply 
is not efficient enough, as compared to more advanced countries. It is also said 
that our capital equipment is either not sufficient, or not ofthe same standard of 
efficiency in production as in other competing countries. No doubt in both these 
there is room for improvement, as will be shown below when answering other speci
fic points in this question. At this stage it is on]y necessary to emphasise that the 
limits or deficiencies, or handicaps in these respects, even if admitted, are neither 
so rio'id or incapable of alteration, as to preclude any possibility of developing all 
round industry, if an energetic and consistent fiscal policy is adopted and enforced. 

So far, however, as onE" of the most vital, basic or key industries for the country's 
transport industries is cncemed, 1·iz., shipping and ship building, it must be stated 
that this country continues to be backward and deficient in this matter to an tiD

pardonable degree, for no irremediable lack of these requirements. Our back
wardness in this behalf is due, not to the absence of indigenous resources whether 
.of raw material, labour, or local demand. As mentioned already, it is due almost 
.entirely to the relentless opposition and cut throat competition by. foreign vested 
interests in the field; and the sympathy and support of the then Government to 
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those alien i~terests. Throu_ghout they acted in flagrant prejudice to the indege
nous enterpnse, the moment It appeared on the scene as effective competitor . 

. The. targc_t fixed in this respect of the shipping tonnage deemed reasonable to 
begm th1s busmess on a proportionate scale, is tu'O million tons. This would suffice 
to seeure a fair ~hare in the coastal trade of the country as well as in the overseas 
com~nerce. :rh~s tonnage cannot and _nE>ed not neces..qarily be all built im
me~H~tely 'nthin the country_. . An active policy, however, of developing ship
buildmg of the modern type Withm the country has already been accepted. But 
the single modern sh~pyard, capable of building ocean going ships of 8,000 tons each 
and l"tarted_ un~er the stress of wartime shortage in ships, is struggling hard and pain
fully to mamtam its very existence. The vessels it has built so far are naturally cost
lit>r than similar craft obtainable from more established shipbuilding yards of 
Britain or America. This may be explained partly by lack of sufficient technical 
skill and experience; but in the major part it has to suffer because of insufficient 
industrialisation within the country, and the consequent need to get parts and 
IH're:>sories from an intensively seller's market. And that, too, without any backing 
worth the name from the country's Government, no~ withstanding the fact that they 
arc committed to establish three modern type sbip-building yards in the country. 

Our immediate requirements, however, in the matter of adequate shipping for 
the coastal and overseas trarle, is quite modest. The heavy cost of construction in 
this country, having to import a good deal of the basic materials, parts and accessories 
for ship-building from abroad, renders it desirable to obtain the immediately neces
sary shipping by purchase from abroad from the surplus stock of other countries, 
like the United States. Even if those ships may not be as economical in initial or 
oprra.tive co;;ts, they would be better than having no ships of our own until we 
buil<l our:>elves. The objective here envisaged, has been accepted by the new Gov
ernment. Its implementations, however, is proceeding at a riiuch slower pace 
than i;; in the best interests of the country, though we recognise the Exchange 
difficulties that prevent full realisation of this aim. 

::\lean while, factors are at work which make even the existing enterprise more 
and more handicapped, and the service more and more difficult, and losing for the 
ship-owners to render. Unless more active and energetic steps are taken to keep 
alive an<l stimulate the existing enterprise, it is likely this very essential service, 
and a kf'y industry may be stifled, or not develop to the optimum degree desirable 
in the long range interests of the country's commerce, and its national security. 

(b) J'olume of production.-The st,atistics given in an earlier table should suffice 
to answer this point. Industrial production taken collectively, is still much smaller 
than the primary production from Agriculture, its connected or subsidiary industries. 
After 25 years of the so ,.called protectionist policy, there is yet no sign of that balanc
ed economy which would distribute the burden of employment evenly. Whether 
National Self-Sufficiency atleast in vital and essential requirements or balanced 
economy, be the objective of the Fiscal Policy, it has so far achieved neither of these. 
Poverty is consequently wide-spread, and seemingly incurable. · 

(c) Overhead &: Operative Costs.-No reliable statistics are av?'ilable to indicate 
the relative proportion of these items in the total cost of productiOn. The Manag
ing A~ency system of Joint Stock enterprise in India, dominating the largest sec
tion of modern-type organised industry today has been in some q~arters held ~es
pJn->ible for the disproportionate incidence of this item, especially o.s 1t does not br.mg 
corresponding economy or efficiency in production. 0~ .t~e other hand, ~he system 
has been claimed to provide very important aids or facthhes for the contmuous and 
profitable operation of an enterprise. Finance at need by th': use of the a~e~~·s 
own credit, if required, not only to tide over working c!ifficultl~ but also. as 1mt1al 
capital; business connection for marketing economically; techmcal. exp~nen~e for 
opl'ra.ting complicated mechanical devices and equipment; and takmg nsks m the 
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initial stage as well as in the course of the business. It may be a moot point in 
some cases if the Commission or consideration demanded for these services is at aU 
commensurate with the value of the service rendered. But it cannot be denied that 
the Managing Agency system has been mainl'y responsible for whatevu achieve
ments the country has to its credit in the industrial field. There is no alternative 
agency which can replace it and undertake the work of promoting, underwriting 
and financing industries. There is no organised industrial banking and the Indus
trial Finance Corporation at the centre is not prepared to underwrite share capital. 
The ordinary banks are prepared to finance only relying UfOn the financial standing 
of the Managing Agents. There is also the consideration that some well known 
name, associated with an enterprise as Managing Agents, provides attraction for 
capital, which may ensure the initial success ofthat enterprise, that would otherwise 
have not even come into being. In view of these the system of Managing Agency 
cannot be discarded now and will have to be continued for a reasonable period of 
time at least. We are of course opposed to the principle of heredity in Mana
ging Agency. The system can be improved also by giving representation on it
to financiers, administrators and techrucians. 

It is, however, not beyond reason to expect that, under popular and responsible
Indian Government, the conditions may change very soon. Government themselves 
have set an example by reducing top salaries of their highest category of public 
servants, fixing more reasonable level of normal increment to the top, and a living 
wage to the lowest grade. The example thus set is bound to react, in course of 
time, upon private employers in industries, commerce, or their accessory and 
incidental services. The claim of private industry for fiscal protection or other 
assistance would become unanswerable, if the priv~te owner of such concerns. 
is able to show all possible economies they can effect have been made, and all possi
ble efficiency they can achieve has been realised. If in spite of that foreign compe
tition makes it impossible for them to exist, every ounce of protection, aid or en
couragement they need must be freely given. 

(d) Quality of management.-The contribution of skilled management to make 
an industrial venture successful has been recently recognised, in an adequate measure, 
by Indian capitalist enterprise. Competition with foreign enterprise technical 
complications of new ventures, and the conditions of fiscal protection of particular 
industries, or of state assistance made employment of properly trained, experienced 
and qualified personnel on the managerial side as important as on the technical side 
of each venture. Economic and efficient conduct of an industry or business is a 
condition precedent to its successs. But even if this principle of sound business 
management has at last come to be recognised, it still governs mainly the relati
vely subordinate posts. 

In proportion, however, as the size of each enterprise grew; in proportion as 
the need for co-ordination and integration of mutually connected or dependent enter
prises began to be perceived and in proportion &i' the i all-round value of 
skilled a.nd · qualified workers began to he understood as a guarantee 
of success, the quality of management inevitably began to improve. The conditions 
moreover usually imposed for the grant of protection to any industry made it necessary 

· for every unit in that industry to secure trained, experienced and really qualified 
management. At the present time, therefore, in protected industry, India, taken 
as a whole, does not lack in suitable personnel, properly qualified and adequately 
experienced. 

This does not mean, however, that there is no room for improvement in th 
regard. A welcome and noteworthy feature of the present Government polic 
and of public opinion in general, is to establish proper training institutions for eac la 
different kind of enterprise. 



1~ 

In the early days, moreover, of ~odem industry in India., when the technical 
training facilities were lacking in the country special facilities were demanded for 
training suitable persons abroad. Indian opinion has always insisted, in all Govern
ment contracts for stores upon a condition for training Indian technicians in their 
works. It has likewise demanded that the products of such Indian training be em
ployed as soon as available in Indian or foreign enterprise working in this country, 
as a condition precedent to their being permitted to carry on their business, or 
receiving protection or aiQ: This condition is not, however, universally observed. 
The progress, therefore, of Indianisation in the superior branches of techmcal or 
managerial employment of suitably trained persons is relatively slow. Inasmuch, 
however, as the number of such specially trained personnel is still small, the pl"Ob· 
lem of employment of specially trained national personnel is not causing the same 
degree of anxiety as the broader problem of employment for educated youth in 
general has caused in the last generation or so. 

(e) Supply of Oapital.-It is commonly alleged that Indian capital is shy for 
investment in the modem productive industry work~d by power-driven machinery 
on a large scale, and engaged, in large scale productio!l as much for home consump
tion as for export. The direct contact between the producer and the consumer, 
which was characteristic of the days when these industries were working on a rela
tively small scale for known local market has disappeared ; and production has 
become more and more for an indefinite market, whether within or outside the 
country. The average Indian capitalist of those days with relatively small amount 
to invest fought shy of such investment mainly because he was unfamiliar with the 
technical side of the new type of industry. The marketing of its produce, likewise 
or the business side of that industry was under conditions also unfamiliar to him. 
The one guarantee of success in competition was lacking for Indian enterprise in 
industry as the foreigner was more forward. ' 

In the early days of British rule in. India, therefore, Indian capital kept away 
from the newer type of Industry, arra confined itself to the easier role of financing 
local, small scale industry, or conducting local trade. 

In proportion, however, as the nationalist consciousness grew, and more and more 
Indian enterprise came forward to take charge of new industry, local capital was 
also attracted in small doses. With a modicum of protection since 1923 to such 
enterprise in selected industry, capital investment began to expand. Figures 
given elsewhere, in reply to an earlier question, indicate the investment of capital 
in the leading Indian industries. :M:ost of this is Indian capital, though foreign 
and particularly British investment in Indian industry has not disappeared. Indian 
capital investment in modern industry is steadily expanding since 1923, though even 
now it is not in proportion to the vast leeway to be made up, and the immense 
resources awaiting development. 

The institutions and devices, moreover, which help to mobilise and collect the 
available capital for investment as soon as it is formed and direct sucn capital into 
appropriate channels, are also in an elementary stage, still, in this country. Banks 
and credit facilities. are confined to a small section. It is perhaps also true that 
our financing institutions have either insufficient resources to prl"vide enough 
funds for productive activities or lack confidence and adventurous B_t~irit to finance 
them. It is therafore necessary to re-adjust our credit structure to enable out" 
banks and insurance companies to lend under necessary safeguards increasing sup
port to industrial enterprises. The predominance moreover of finance capital 
rather than inves+""lent capital works against a much larger volume of permanent 
investment in rela\..vely less profitable enterprise is unavoidable. To correct these 
our inherited handicaps. and to discover, mobilise and employ all available as well 
as new capital that is being formed, specialised institutions, devices, and properly 
trained personnel are necessary. The institution establishetl last year by the 
Government of India of an Industrial Finance Corporation, specifically designed to 
provide industrial finance is an example of the progrC§IS necessary.. However if 
18 M. of Pam. 
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this initial handicap is to be effectivP-ly rE;moved, there should be similar institutions 
in all provinces. If adequate investigation is made of the sources of capital and 
of the capital still remaining unemployed, or locked up in ornaments and jewellery~ 
by the richer classes of Indian society, and effective steps taken for its investment~ 
a· comprehensive plan of intensive industrialisation ~ay not suffer much for lack 
of the necessary capital. But to facilitate rapid industrialisation of the cduntry 
Indian capital needs to be supplemented by foreign capital. Suitable conditions must 
be provided to attract such capital to come into India, but there must be suitabl~ 
checks on the undesirable activities of foreign firms in India as otherwise large foreign 
combines with world-wide ramifications and vast resources might operate in our 
country to th~ detriment of indigenous industries run by nationals of the country. 
It may bt:> worthwhile to reiterate here the Organization's view that such foreign 

. capital as may be required by the country should be secured preferably in the form 
of loan ~rom abroad on equitable terms under guarantee from the Government of 
India. The proceeds of such loans should be directed to such productive 
channels as are most beneficial to rapid economic development· of the country in 
line with the .Government's policies of planned industrialisation. 

(j) Availability of Raw Materials, Fuel and Power.-Raw materials for the 
leading industries of India are not lacking at least so far as the targets fixed by official 
panels, appointed by the Planning and Development Department of the Govern
ment are concerned. Figures given earlier in these answers concerning the 
extent to which the leading industries have developed in this country, under 
even a modicum of encouragement or protection accorded by the Government of 
the land, indicate that the lack ofraw materials will not be a serious handicap or 
impediment to many of these industries. 

Figures given in another table above indicate, however, that in regard to some 
industries, like cotton or jute, there has been in recent years, and particularly 
since the partition, a decline in the volume of raw material available within the 
country. The factoi's which have brought about this decline are not impossible to 
remedy. By intensive cultivation and scientific farming or mining it is possible to 
improve production of such matcria..ls within the Union of India. It is possible 
also to :r;ut more land into cultivation, and make that land more productive per unit 
that has been the case so far. A radical reorganization of all the primary sources 
of production-Agricultme,· Forestry and Mining-is necessitated u~1der the altered 
cond,i.tions and unless tnat is accomplished in respect of the prim&ry nt'eds of food 
and raw materials, the very existence of this country would be at stake. 

Wnere, however, despite these efforts, increased production of the requifdte 
raw matelials, in the required quality and quantity, is not feasible within the\ountry 
in a short time, it is possible to supplement home production by import from our 
neighbours across the seP>s, both East and \\'est, who are better situated in this 
behalf thah ourselves. Egyptian and Uganda cotton, Pakistan jute, l\Ialayan rub
ber, Burma rice, oil or wolfrP.m, are not impossible to obtain, even if we do not go 
furth<'r E~st or \Yest, and seek in Amenca or Eurore, China or Japan what we 
cannot produce at hom<', or g<'t from neighbours and customers ne;:rer hl•DH:'. 

, Difficultin; cf t·xchar.ge, now impeding our foreign trade affect p~:rticuLaly the 
trade with the so-calkJ. '"H,nd Currem·y" areas. 'They will not m~:teri . .lly obtruct 
the trP-t~e in thc~e m&tnids, which eomrrr.s counti-it~s mo~;tly aect':::sil.k·, aul frurn 
which the rquiretl quality aml quantity c•fthrse matt-rials nu~ be oLtaiEelL 

True, these rountn<'S fcre tlwmsl'lY<'S Pmcarking uron rbmwd rn•jects of tlJ.eir 
own Inti. •I tal devdupnwnt. But in tlws<' rrogrmunws i.ncreased and impro>etl 
prntl.uctiun of ~ueh matt-ri: b cecuries :·, nry rt'::<JlPcta l>lL· positi-.Ju. 'lh,'ir o'' n in
clu-.:tries to consume the,,: r~·,w 1Wllt'ri:ds will td~e tiuw to grow. Th' }Tt·seut 
surplus of thEir raw m:>.ierials may thus lw P<C>-ily tli~po,.ed ofto India with nn~tua] 
advantage by what time we in this em.usty a.lso impron· our own raw m~tninls 



position. Under these circumstances, tho shortage for the time being of some ra.w 
materials need not be considered to affect our leading industries, nor prejudice theh 
development to the optimum suggested 01 target fixed by the Panels. 

The pdncipal somce of power supply to modern mechanised industry in IndiB 
today is coal. Our present supply of that mineral is inadequate to meet all the need 
of the progressive and intensive indm:MiaJi<>ation. Hitherto that deficit used to be met 
by supplementary fuel from our forests. But forests have their own use and role 
in our national economy ; and so restrici i 'ns may have to be imposed upon recklesf 
u~:;ing up of wood fuel from forests. Inc".' : mous coal production, however, is steadilj 
increasing ; and though not yet sufficieu :o keep pace with the growing demands oJ 
modern powt'r·driveri industry. Coal fn,_-1 Bihar, Bengal and the Central Provinces, 
provided a fair proportion of "steam power necessary for operating all our modem 
mechani~ed industry. New methods and instrumenlu f•:.r improvin~ coal productioi 
moreover, are now being considered, and likely to be upplied in the near future . 
.This particular handicllp, need not, therefore, be OV!Jremphasised. · 

\Ve h11ve already pointed out in an earlier occa~ion the advisa-bility of utilis~ 
all available water tran;:qlort for carrying bulky cargo which cannot afford the high 
freight of rc1ilways. The most outstanding example is th.~t of coal or gyain which 
can b: _carried in bulk and which can easily be supplied to meriting provinces hy 
sea tr<tnsport. On the sea-board or easily accessible therefrom are '11&o situatw 
the principal industrbl centres of the country which would require coal as fueL 
The so would find it much more cconomicr 1 if this fuel is supplied to them by sea 
tr<m'lport from Bengal, Bihar or C.P. collieries. 

Finally, the handicap in, this source of power is felt more because of transport 
Lottkneek, than because of its own deficiency. Movement of this bulky commoditj 
from tho minehead to the factory or work>hop which requires this material is slow 
be.:ausc of wttgon shortage, slow turn round, and the usual b.bour troubles. 

Improvement i n the transport service by land, and muc~ more by water, is 
thus gener<tlly admitted to be the prime n'3ed for remedying the present position. 
Steps are bJing taken wear~ told, to improve the railway transport; which suffers the 
worst from cong~stwn, worn out equipment, and labour troubles. So far r.s shipping 
is concen1,ed, not only is the carriage of a bulky commodity ]ike coal relatively 
cheap by water; i1 is possible to supply and supplement th'3 domestic supply from 
out~idl) Hources, like Africa or Britain field. But, for this, we must have ad'3quat.e 
shipping of our own, to be able to command and manipulate the tonnage to any "given 
end at any given moment. It cannot therefore be emphasised too much, and re
peated too often, th~t one of the greatest and most urgent needs of a prograssive a.nd 
expandiHg r,'Ltimnl economy of the size and the potenthlity of India. is to have an 
uptod'Lte, adequate and effi:i,-.nt transport service in which shipping will occupy no 
Hccon(hry position. \Vith a tor stline of 4,000 miles, and with coal freight running 
into million~ of tons, c\·cry yea.. the vital importance of tni.> in.dustry in our n'1tional 
economy, in thr• proc~·ss of builuing up and being dcvelopcn. cannot be stro~secl. toG 
rom· h • 

. \n impnrt;mt supp1cml'ut (which may even hecomo ::t suhstitute) for the power 
<LY<'.il.~blu from coal is electric energy. The pf('scnt output of deetric ennrgy by tho 
exi,ti;>;; hy<lru-<·lectric works and other sources of produeing eleetricity is compara
t in·ly Y!'ry poor. L:trge projects, however, are now in h'1n.d for h~,rnesf:;ing the 
flowine( w:ttl·rs of our prinr·ipal rin·rs which are pvnected tr · r~crer,se very sub<sLP.
tidly tid,; indi.-;pl·ns,tJ,Je adjunct to modern in.du,Lry. It is much rnure ec01!0mic 
an<l. eftir-i,·n.t than ste;tm power g<·ncmted from coal or wooJ fuel. Rcin,g ~~ puhli~ 
mon.,poly in gt·Jv•r,Lti<~!\ ::u\d n•g.•rd•·d :~san es.;<·n~LLl public utili:y, it!~> li~dy to le 
f;U}'pli ·d 1ct c·omp<Ln"Ltiv~·ly low;r mtes• th:tn pr.Jv~te ~Jrod:..:_c(:r suppli•s It to-d·1y. 
It nny J,c tint the cap1tal eqmpment uf our ex.I..;hn.g mdutod'lCS worked by stea:n 
po;n·~. would need to h~ rJ.dically alt~rcd to f~cilitate the usc. of elccil.ic energy ;in 
workiag t!lel'la.ut, maclu.J.ery and eqmpment. But the e9ononn':.'s resuLing from tne, 
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use of electricity PS against steam ara so great. in almost every instance, that even 
wholesale capital replacement of plant and equipment of these industries would bo 
more than made up by the savings in fuel cost in a few years. The new projects of 
producing electricity would, however, take years to be completed. The growth of 
expanding industry ought not to be impeded for lack of.this essential requirement. 

Finally, a new source of power alcohol made from sugarcane waste or as well as 
from other wild products of forests in India is already engaging attention on a larae 
Bc:tle. India is rela.tively poor in the native supply. 

0 

(g} Availability of high grade technical ability.-This is the one factor in which 
so far a.s modern mechanised industry is concerned, India may still be said to be 
deficient in the requisite technical training and experience. The aggregate volume 
of scientific manpower is, according to a Report at the Science Congress of 1947: 
'by no mc:?..ns small. But much of this personnel is engaged in teaching only. The 
necessa.ry personnel, needed to staff and manage the work of new industries or ex
pansion of existing industries, in consequently lacking or in short supply. Foreim 
technicie,ns have, therefore, to be imported; and many of latest expansion or e~. 
tensions, like the projected Steel Plant, the new pow~r projects, production of tele
phone instruments and equipment, locomotive and automobile works, as well as 
heavy chemicals a.nd industries concerned therewith, have to be helped by their 
.advice or active employment in tbe initial years. 

A welcome fee,ture of the present administration in this regard is the rerwlve to 
develop in Indie, high grade Training and research institutions, s1de by side with the 
projected industrial development. The lack therefore we now feel of Technical 

.skill in the required volume will not be a handicap in the near future. 

As in the case of raw materials, m<,reover, local deficiency ca.u be remedied by 
import from abroad. It is particularly easy, in this connection, as well as economic to 
get from those war torn countries of Europe and from America which have a super 
abundance of such personnel unable to find employment in their own country, 
aftermath of war, the skilled technicians and experienced scientists we need for 
the time being. 

Germa.n scientists and technicians, are available in large numbers. They are 
believed to be efficient as well as economic. This difficulty, therefore, which is after 
all of e, tempora1y chara.cter, can be easily overcome, and need not be made an 
·excuse for delaying the progress of new industry Gr expansion of existing ones. 
The system cf getting our own young men suitably educated already, in foreign 
factm ies or workshops, with the help of State scholarships is also being tried. Its 
greatest benefit, however, would be realised only if careful plans are made in 
advance for their employment when they return after receiving such training, so 
that both the trained individual and the country's industry may benefit. 

The need for trained Indian personnel for shipping is becoming the greater as 
now it is becoming difficult to recruit certified officers and engineers from foreign 
.countries. 

In the particular case of Ship··building, the necessary technical personnel is not 
entirely l.tcking. Nor has that been urged as an excuse for the present backwardness 
in th<J.t vi~ally necessary for the nation. For the manning of our Fhipping, the neces
sary traiuing institution of Deck Officers was established in 1926; and facilities were 
extended to l\Iarine Engineering in 1935. Lack of suitably trained personnel to staff 
ar~d work our shipping service cannot explain the yet undeveloped. state of that 
.service, p, quarter of e, century after the Mercantile .l\Ia.rine Committee had recom
mended m1. early establishment of a modern, adequate ship-building industry in 
India, and progressive expansion of her Mercantile fleet to take a f9-ir shfl,re Cl/ 
her owr c.,rrying trr.de. 
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!--s x~gards the personnel for ship-building, the numb€r of fore1gn technical men 
r<>qm:ed Is after all very small. The Vizag Shipyard began with about a dozen 
Englu;hmen of all grades, and their number has hem since 1educed to seven in a 
Yard employing 4,500 workt>rs, skilled and unskilled. 

(h). Supply ol 11Jt.illed and unskilled labour.-So far I1S unskilled labour is con
cerned there is, in<ieed, no lack. But the conditions of "\1 ork in a modern factory or 
workshop, and the alternative attraction of the traditiuua.l occupation in agriculture 
to the bulk of the3e workers, militates against steadily .increasing indnstrial labour, 
and the efficiency and productivity of the industry, it is employed in. Tt is unneces
~ary to go ~urther into the factors which affect the regular supply of efficient labour 
m modern mdustry. 

~o far as skilled labour is concerned, apart from the factors mentioned abov& 
under the pre<>cding item, skilled technicians arE.'I rapidly increasing in number. 
The system of Apprenticeship in many of the technica.l trades is being widely adopted. 
The progres~ of the industry, in so far as it depends upon the adequate supply of such
labour, is not particularly handicapped. 

The institutions, however, of tl'chnical training, and the organisation of illll
truction and methods of training there adopted, leavE' still much ro0m for improve
m<>nt. The procf'ss also of co-ordination between the l.lupply of such trained labour, 
and its permanent employment in productive industry remains y< t to be achieved 
to the point where there would be no avoidable wastage of such skill. Immediately 
after the war the Government of India embarked, upon an intensive policy of getting 
trained abroad large number of highly educated youths. But there was no simul
taneou>~ plan of industrial development or e.xpan.'lion to absorb these young men and 
women after they received the training and returned to this country. A large num
ber of them, consequently remains either unemployed, or is employed in positions 
and on work not at all in accordai\M with their training and experience. This is 
due to the lack of careful planning in advance. It is easily remediable ; and when the 
disparity is remedied, industrial advancement in so fa.r as it depends upon the skilloo 
labour, would no longer be hindered. 

(i) Efficien<y of Labour.-The efficiency of Indian labour in industries already 
established is generally admitted to be relatively lower in comparison to the more 
advanc~>d industrial countries, and as judged by out put. The fault lies, not so much 
with the capacity of the workers, but to his insufficient education and training. The
usual conditions of work, and the general habits and customs of the people, also do . 
not make for over zeal or efficiency. The plant and machinery which in many cases. 
are worn out or obsolete, naturally do not yield comparable results. The continued 
domination of an alien race for over a century, and ceaseless exploitation of th&· 
land and its people for another's benefit has engendered a feeling of indifference which 
unconsciously colours the thought and work and general attitude of all classes 
of our people. The workers share that sentiment in their own way and apply it all 
unconsciously to their work. They Jack a sense of indentity of interests in their 
employment; and so cannot put out the best that lies in them. Unfortunately, 
however, even the will to do so is lacking. The war-time experience, however of 
modern enterprise established in this country under American management showed 
that, man for man, and with comparable conditions the Indian worker was able to 
yield more or less the same results as his American prototype. It gives sufficient. 
ground to hope that, with improving conditions of work, the Indian worker .would 
show the same or comparable efficiency as hi3 prototype in other countries. 

Question 7 :-(a) Plea.se give a broad analysis of the prestnt position of small-scale an4 
cottage industries in tht economy of this country. 

(b) What slwuld be the relations between-
(i) small-scale and cottage industries and agriculture ; and · 
(ii) smaU-scale and cottagf- industrie8 and la;ge-scale industries t 
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\a, This quem;JOn dealing with a very large sector of our natto11al economy. 
:n is impossible to be epitGmized in the space of an answer to a single question. 

Small-scale and cottage industries are still a consid~rable and important feature 
of our national economy, providing employment,-part time or whole time for very 
large number!C', and meeting the demand of a fairly large section of our domestic 
market.. Only a very few of the existing industries are yet mechanised, working on 
mass production basis of standardised articles for an unspecified market. And 
even in those industries the small-scale producer is by no means extinct. The most 
notable example is that of the Indian cotton Textile industry, the oldest mechanised, 
the largest employer of factory labour, capital investment, and value of material 
produced. ·Nevertheless-the hand spinner of cotton yarn, or the hand-loom weaver, 
in the peasant's cottage still numbers hundreds of thousands, if not millions. In 
iron and steel, cement, sugar, leather work, silks and woollens the cottage worker still 

· -eontinues to carry on his ancestral or traditional industry, \"\-ithout modern machinery, 
without borrowed capital, without hired labour. In non-mechanised branches he 
:still holds a monopoly. 

. Whether this type of industry is comparatively economic to work specially in 
modern mechanised industries developing on large scale basis, is another matter to 
be considered by itslef. The place, however, of the Cottage Industry in the aggre
,gate economy of the country and in several crafts is unquestionable. For the moment 
.at least, when there is a great shortage of the goods they produce, when new capital 
equipment cannot be got for expanding mechanised industry, and when they help to 
meet a good part of the local demand for consumer goods which their mechanised 
·etmnter parts cannot provide their utility cannot be denied, their integral role in 
-our national econ"Omy cannot be questioned. Not even the most ardent advocate of 
mechanisation in all industry can advocate their immediate liquidation. The Cottage 
Industries would, however, be more useful if their organisation is placed on a 
·more efficient footing ; and they are worked more economically in the matter of 
-tools, material and labour. At the prE"sent time they are in the hands of small men 
who are unacquainted "'ith market conditions affecting their own production, who 
.are unable themselves to take full advantage of all the facilities in Transport or Finance 
available, to them, and incompetent to master and give effect to technical improve
ments or innovations occurring in their craft, t'ven if worked on a small scale as 
cottage industry. And that is not for lack of public sympathy with them. Ever 
.since the Congress started showing special attention to the cottage-worker, parti
-cularly the hand-loom weaver and cotton spinner, public sympathy and a desire for 
more active aid to such workers are not lacking. But the competition of large-scale 
mechanised industry, commanding undeniable economies, has effectively impeded 
their revival on any considerable scale_ They have indeed no problem of labour 
-discontent, as they are owned by the individual who is both owner and worker. 
But cottage industry is usually subsirliary or off-season employment when the princi
pal occupation of Agriculture does not demand wholP time attention. The work in 
the industry thus naturally becomes intermittent ; it suffers in regularity of supply, 
or·. standardised quality. Its product, therefore, cannot command certainty of a 
definite market. They have, moreover, credit difficultic:4, lack of adequate working 
finance, and generally absence of organisation for purchasing raw material, stores, 
()f) implements. It is unnecessary to add, that in an old country like ours, which has 
~n long accustomed to a variety of small-scale, individual industries, the main
tenance of both the large-scale modern type mechanised industry and of the cottage 
industry simultaneously is not only not impossible or undesirable ; it is, as a matter 
<>f fact, indispensable for a balanced economy of the country. Our people are so 
a~customed to supplement their income from land,-which is even today the prin
cipal source of livelihood for more· than 4j5ths of the population,-by part time 
·employment in small scale industry, tbat no amount of intensive industrial develop
ment can altoget;her do away with such industry. In other cotmtries, too, the 
simultaneous maint£illance of large ahd small scale industries is not unknown e.g., 
in Japan, Switzerlano, Sweden, which rank among the highly industrialised nations 
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of the worl~. The adyent of electricity, moreover, facilititating tne decentralisation 
of P?wer-driven. machine11 so as to enable its employment in cottage industry pro
motmg economic productwn, further supports the smaller scale cottage industry, 
whether .as supp!ementary occupation or eve~?- as the primary source of livelihood. 
In the Fiscal Policy of the country, therefore, It would be undesirable to concentrate 
exclusively on the development of large-scale industry to the prejudice or extinction 
of the small-scale industry. Such an attempt would hurt both and incidentally 
would prejudicially affect the general economy of the country~ ' 

So far as Fiscal Policy is conerned, Cottage Industry has benefitted automatically 
from protective import duties, imposed to foster the corresponding large-scale. 
industries. It is safeguarded upto a degree against foreign competition along with 
the large-scale indigeneous industry. The degree of fiscal protection, however, · 
recommended by the Tariff Board and accepted by Government in specific cases,- . 
being calculated from the standpoint of the large-scale, mass producing, mechanised 
industry, is not always adequate to the needs ofthe'Cottage Industry in the sa:r;ne 
branch. But the main danger to the cottage industry comes from the protected 
mechanised large-scale indigenous industry. If these small-scale industries are to 
be retained as integral and pemanent feature of our national economy, their handi~ 
-caps in respect of creditor finance, marketing and organisation, as well as technical 
training will have to be remedied, before they can offer any substantial promise of 
.adequate and regular supply of standard quality. 

(b) (i) Hitherto the relation of small-scale and cottage industry towards agri
-culture was that of a subsidiary to the principal. . Agriculture was a primary occu~. 
pation absorbing all time, energy and experience of the country who took up cottage 
industry only as an off-season employment supplementing the limited income from 
the principal occupation. It is, therefore, an urgent task of our national economy 
to reorganise both Agriculture and sinall-scale industry, so that that occupation' 
may be either better dovetailed into the principal task, or the two separated from 
()De another so that each may thrive in its own way, So long as Agriculture remains 
4 ·seasonal occupation with units of cultivation of microscopic size, it would be a 
waste of energy to effect a complete separation ; or think of scientific development 
()f the cottage industry· with the principal source of livelihood. An alternative re
medy would be to find employment in modern large scale industry and its ancillary 
services for the surplus population on land,-the surplus being determined according 
to some definite standards of measurement,-so as to relieve agriculture from dis
proportionate pressure, secure full time attention to its connected small-scale in
-dustry, and bring about a more balanced economy in the country as a whole. 

'';Even if Agriculture is reorganised to provide a more sustained and remunerative 
()ccupation the year round for the population deemed adequate for that purpose, 
-complete separation of cottage industry or small scale industry from Agriculture 
would be brought ·with disadvantage. The women for instance of the agricultural 
population, who may not be employed full time in actual or direct task of land culti
vation and crops gathering, may find profitable employment in these part-time small
scale industries. Similarly, those persons who possess special skill in this regard 
would also be more profitably employed in this direction. The problem of Agri
cultural reorganisation and resettlement, therefore, has its limitations whic~ cannot 
be ignored. 

(b) (ii) In so far as the small-scale or cottage industry products compete with 
the corresponding large-scale industry, the former would be at a certain disad-:·antage 
because of the greater economies achieved in the latter. Labour and Equipment 
enrra..,ed in the latter are more productive· per unit; work is better organised and 
pe~ciaJ; raw material more abundant and better chosen. Even th market, 
nnknown as it is is more certain than with the small producer. The latter takes 
all the risks of hls enterprise, and provides all the labo~; whil~ the w<?rke: in the 
former takes no risks and so can devote more wholehearted attentwn to his stipulated time and type of work; · ' · · · · · 
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At the same time, it must be noted that in so Ia.r a.s the sa mil-scale industry is the 
special domain ofhighby llkilled craftsmanship, or artistic creations, there will always· 
be a market for its proauct which would be largely irrespective of comparative costs. 
How far such industry is distinguished for its craftsmanship or artistry that would 
over-ride considerations of relative cheapness, is a tnatter of specific review and 
assignment of the value of each such industry's product, which it is impossible to 
attempt in this answer. But the claim must be recognised while assigning its proper 
place to each of these two categories of manufacturing industry as and when the 
entire economy of the country, including both large-scale and small-scale industry as 
well as Agriculture come to be properly planned, organised, and coordinated inter se. 
The respective sectors wherein each may flourish without prejudice to the other 
and wherever one may feed the other would then be mapped out, assigned, and 
observed in practice to their mutual benefit and the collective advantage of the 
country as a whole. 

The task of such allocation or assignment is not necessarily impossible. It only 
requires careful investigation of the factors and conditions relevant and patient 
consideration of the suitability of each type for the particular market which it has 
to supply, with due regard to all other relevant circumstances or factors affecting 
both production and distribution. 

An alternative function that may well be assigned even in planned economy, to 
small-scale industry or enterprise,-not necessarily confined to the rural and cottage 
i.J;ldustries,-is -in the task of repair, and replacement of modern machinery or in
struments of daily use gradually finding their way in almost every home. The 
"servicing", as it is .called of modern mechanical vehicles of transport, or the electrical' 
apparatus, or other gadgets or devices in factories and workshops as well as homes, 
like the radio or gramophone, stoves and kettle, machine tools or motor cars, is 
recognised necessity even in the most advanced and industrialised countries. This 
work is particularly the domain of small scale enterprise; and Indian craftsmen 
are not wholly lacking in the necessary mechanical skill or understanding to tackle 
such jobs. Every modern industry, even in those countries is not competent to 
effect its own repairs, renewals, or replacements, for all the plant, accessories, or 
equipment it uses. Those who do this "servicing" for them are different which 
naturally work on small-scales. Within the short time these services have come into 
use in India, the Indian artisan bas displayed a remarkable aptitude in acquiring 
knowledge of the parts and their mechanism in all these instruments or gadgets, like 
the telephone, typewriter, and a host of other implements of household as well as 
occupational utility, too numerous to be detailed here. 

In a properly planned organised and integrated economy, therefore, room may 
well be found assigned to small-scale industry side by side with large-scale mechanised 
industry in the same field. The former would be reserved mainly for such servicing, 
repairs, or renewal, of parts and accessories, at any rate where such talent or energy 
cannot be utilised for producing artistic ware or special craftsmanship. 

The problem in either case of the relationship of small-scale or cottage industry 
to Agriculture or large-scale industry is thus a matter of co-ordination, and allocation 
of respective spheres of utility to different sections of the main division of national 
economy. A scientific National Fiscal Policy could go a long way to facilitate such 
assignment or allocation and distribution of appropriate spheres of work to each 
of these categories. But in that case the meaning and scope of the comprehensive 
term "fiscal policy" would not be confined only to according tariff protection to 
suitable or selected industries, but would have to be given a much wider connotation 
which the rooted ideas of the present-day administrators of India may not be able 
quite to appreciate. · 

Mention has already been made of the tendency particularly characteristic of 
modern Japanese industry to split up large-scale industry into its component parts 
and conduct the same on a cottage scale. This is helpful not only to provide the wid~ 
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l- Josib~o ewp!o~ent of the country's labour force, but also ensure et;onomical use or.
matena_l, savmg m transport and encouragement of technical skill inherited from 
generatwns past. With the help of decentralised machinery and diffused industry 
~han~ to electrification of the countryside, this process can be and has be~n 
mtenstfied to the general advantage of the count.ry. It was noticeable in India 
during the War specially when the Iron and Steel Industry most important for
munitions, was over worked in all countries unable to supply any outside' market 
At this time local smithies were utilised for producing steel, which otherwise 
would be the prod_uct of large-scale workshops. 

Ewn in. BritW and America, the most hiahly industrialised nations of the world,_ 
which needed shipping on a large-F>cale on ac~ount of heavy destruction of tonnage 
by submarine warfare, parts of ship were manufactured inland and assembled toge-
ther at the ports into fini~;hed sea-going vessels. Altogether, therefore, the mainte
nance of small-scale cottage industry, side by side with the modern large-scale, power 
driven, machine-operated industry, is not only not ir).compatible with, but will.actu
ally be to the adYantage of the country especially in an old settled tradition-ndden 
land like ours. 

In the case of the shipping industry, we may well consider the sailing vessel or 
the country craft of today as corresponding to the small-scale industry in ~egard 
to manufacturing industries as a whole. All the characteiistics of large-scale mdus
try are to be found in the steam or motor vessel. It is usually fairly large in capacity 
with rapid operation and employing a large number of hired labour. It plies o':er 
long distances, carries cargo in bulk, and is, therefore, able to afford econo~Ies
comparable to the large-scale manufacturing industry. On the other hand, the sailing 
vessel is usually small in size, hardly exceedingly, perhaps, 50 or 100 tons; gen~~al
ly plies along the coast, carries a small quantity of relatively cheap commoditie~,
is motived by the natural force of wil)d, and worked by the labour of one or two fami
lies specialising in sea-faring provinces. The capital needed for equipment and opera
tion is also comparatively very small, and the problems of maintenance and those 
arising out of the terminal facilities, labour needs, etc. are all of the same genus as 
those in connection with cottage industry. In times of emergency like a worl~ War, .. 
it has given the same service as the cottage industry, to supplement productwn. o£ 
such commodities as are impossible to be produced within the country in the quantity 
required, either because of the absence of the neces~ary capital equipment, renewa]p 
or replacement of machinery and analogous factors, or because of the sheer absence 
of raw material, technical skill and other such prerequisites. · 

Under such circumstances the sailing vessel helps even better than the cottage 
industry in supplementing the country's mercantile marine, and continuing the car-
rying trade of the country economically, expeditiously, and in the quantities re-
quired. This helps to maintain the equilibrium that would otherwise be wholly 
shattered. · 

It will accordingly be necessary to maintain this supplement or adjunct to the. 
power-driven mercantile fleet, both for normal peace-time as well as war-time needs. 

Question 8 .-Do you think small-scale and cottage industries have a significant role· 
to play in the economic development of our country : 

(a) in the present circumstances. 
(b) in the long run. 

As already observed in answer to the previous question, under existing circum
stances, the small-scale industry, helps materially to fill up the gaps which the output. 
of the mechanised large-scale industry cannot meet at the present juncture. The· 
difficulty of procuring the necessary machinery, its parts, or accessories, to renew. or
replace the over-worked or obsolete machinery in existing establishment, or whic~
may be needed for new industries or to increase the units in existing industries, handi·
caps the large-scale industry far too much to expect iinmediate e~pansion and suffi--
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dent efficiency to meet the entire and increased home demand, and dispense altoge· 
ther with the contribution of small-scale industry in the aggregate national require
ments. Even if the Exchange difficulties, which dominate the present foreign trade of 
India, do not continue to be as acute as they are today, tJ;Le procurement of the requi
red machinery plant, or equipment, for establishing or expanding new or existing 

Jarge-scale industries would be an unavoidable difficulty in the prevailing conditions 
in the countries producing such capital goods. 

Every new industry, moreover, that has been established or proposed to be estab
'lished by Government themselves, on a. national scale, meets with this difficulty. De
lay, therefore becomes inevitable in starting and working such industries. For the 
private enrelcreneur this difficulty is far more serious. Hence while the preSP.nt cir

, cumstances continue, the cottage industry functioning on a modest scale, and specia-
lising in supplying th< market in its immediate neighlourhood must continue to 
hold th!3 field eveon irrespective of artistry or craftsmanship. · 

(b) How lon6 the present situation will continue to restrict output in the leading 
·producers of capital goods in the world, and how long the present Exchange shortage 
would impede world trade is difficult to say. Any long-range planning, however, that 

·can be foreseen at the present time, will not be able altogether and should not dispense 
with allowing considerable scope for small-scale and cottage industry, which the 
ardent enthusiast for mechanisation and standardisation is apt to ignore. 

. For the modern mechanised large-scale mechanised industry to succeed many 
· coiJ.ditions are required, not all of which are flourishing in this country today. Such 
:requirements of the relatively small-scale industry, on the other hand, are easy to 
meet from local sources. In the long-range, therefore, such industry has a future, 

·either as adjuncts to or supplementing large-scale industries or as specialising in art 
works or craftsmanship ; or finally serving as a kind of stopgap every time the product 
o:flarge-scale industry is unable to meet local demand. Anyone of the three functions 
that the small-scale industry may continue to perf01m may keep alive the industry, 
which on strictly economic grounds considered in the abstract, may not hold its own 

·in competition with the large-scale mechanised. industry. Long-range planning., 
therefore, of the national economy, paying its proper share of attention to the several 
sources of production for primary and secondary commodities, must not discard al

. together the possibility of such industries going on side by side and without undue 
competition with large-scale industry contributing to the national wealth a. fair pro
portion. 

Att~ntion is also invited in this connection to the pamphlet-Industrialization 
. Scheme in Two Parts-pu blif:'hed by our Orga.~ation in July 1949 where the position 
of small-scale industries in relation to Nation'l.l Income has been analysed. It has 
been shown that income from small-scale or rural industries may be expected to 
rise from Rs. 250 cro1es to Rs.500 crores in five years or Rs. 1,500 crores in ten years, 
if the Organization's scheme for rural industries is implem€nted throughout the 

·-Country. 

-Question 9, Section A (ii).-Please enumerate the small scale and cottage indu,~tries u·hich 
you would like to develop : 

(a) as subsidiary to agriculture; 
(b) as supplementary to large-scale industries 
(c) as other independent units of production. 

As already stated in answer to the preceding two questions, small-sc:1le cottage 
industry would remain an integral part of our rural economy. It may be connected 
with or dependent upon agriculture for its primary requirements, cr may be indepen
·dent of agriculture, except in so far, as it pro·vides off-season employment to the 

. a"riculturist compulsorily idle during the month~ of the year when farming work is 
i~possible, and helps substantially to supplement the family budget of the agricul-
turist. · 
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~ lO far, moreover, as any small scale industries art :subsidiary to agriculture 
-wo:~;king up the primary products into more easily acceptable consumer gQods, e.g., 
Darry produce or in any such manner connected with agriculture, their place in a. 
Tural community will be undisputed. · 

(a) ~'hile shortage continues in the most important items of daily consumption, 
the contribution of these small-scale industries cannot be neglected. They would,: 
therefor~, be supplementary to their larger counterparts, so long as at any rate, the, 
coun_try Is not wholly mechanised or industrialised ; so long as the home and the school 
continue to be free from mechanisation, comparatively speaking ; and so long as there. 
is some appreciation of art and craft in the products of such industries. · 

Of the industries which will be naturally and most easily subsidiary to agriculture 
the out standing one is that of Animal Husbandry and Dairying, of milk products and 
every thing else made out of the yeild of animals, d~ad or alive, Large-scale Dairies 
are, indeed, not unknown nor unpopular. But the natural place of cattle seems to 
be on the farm, where they would enrich the soil almost as much as they would take 
:from it. The immense possibility of a well organised Dairy industry, and the numer
"lus products that can be made out of such industry, is not yet as fully recognised by 
he Indian agriculturist as they might be. The principal source of edible fat-ghee 

or clarified butter, is derived from cattle. And though India is, generally speaking 
not a great consumu of meat, and, in any case, averse to slaughtering mikh cattle, 

.scientific breeding of cattle for food pruposes, does not occupy very much the atten•• 
tion of the powers-that-be. In the present serious shortage of food supply in the 
country, all subsidiaries c·r mpplementary food-stuffs would be welcome. 

The same, may, of course, be said of pisiculture, sylviculture, including all the 
·crafts connected with the working u;p of forest produce, bee-keeping and poultry 
farming. Sericulture is not regarded entirely as a subsidiary to Agriculture, though 
silk-worm rearing does depend to a large extent upon a proper cultivation and main
tenance cfthe mulberry tree. The Woollen Industry is in the same category, and for· 
mar.y cf its rrc·ducts is worked on a small scale by the cottage craftEman. · 

Rew cc·tton is also an agricultura.l product. Its t;pinning &r.d wee,vin.g has, for 
ages past, teen a most flourishing Emall-suJe industry, intimately connected with 
rural cconcmy in this country. Recent emrhasis on the place of the spinning-wheel 

.and hand-loom as integral parts of rural~ If not national-economy, makes the con· 
nection between Agriculture and this industry m<Jre than even indisputable. 

Whether we regard the hand-loom industry ~s subsidiary to or independent of 
agriculture, in any case an integral part of our national economy,~-it is one of the 
few industries which have been in the country from time immemorid, and which has 
possibilities of expansion and development notwithstanding substitutes or alterna
tives that put it in a class by itself, and demand continuous encouragement from the· 
powers-that-be. 

Almost the !lame may be s~dd of leather goods based on hides end skir.s of animals_ 
that form the greater portion ofthe cattle wealth oft his country. A good deal ofthis 
basic material used to be and is still exported, as is evident from the figures given else
where. The possibility of working them up into finished articles ready for consump· 
tion has been demonstrated by Indiii.n as well as Non-Indian enterprise working in this 
country. This, too, would., therefore, not be so much subsidiary to agJiculture as 
an integral part of rural econozr · · in so fa,· as it is usoo. to supply local needs and the 
immediate market. 

. For the rest, industries which depend upon the primary production o.f land, 
mines, or forest, or of the· waters in our rivers and the surrounding seas, may be or
ganised and developed as part. of the general economy of the country irrespective of 
·whether they are classed as subsidiary or-independent. 
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As already observed, whether these industries are organiEed as subsidiary to or 
independent of argiculture, most of them do at the present time serve to make up a 
considerable proportion of the deficit in the country's requirements of the articles 
manufactured from them. 

(b) Production from mechanised industry, whatever their possibilities, is falling 
far short of the requirements of the counhy as determined by a reasonable standard 
of the necessities and amenities of life which must be assured to every citizen by a 
Government calling itself civilised. From this point of view, evPn sneh an important 
industry as cotton-spinning and hand-loom weaving, sericulture and silk manufaeture 
and woollen, leather goods may be regarded as supplementing the production of the 
factory and workshop worked by power driven machinery. Products from the hones1 

hoof, hair, entrails of animals are la1gely cottage scale work. 

Generally speaking, industries concerned with the repair maintenance or renewal 
of the parts of machines or instruments used in modem factories, vehiclno, or other 
forms of home equipment, may be organised as supplementing the output of the fac
tories and workshops. These may not be adding to the total volume ofthe production 
by themselves. They are, however, useful in enabling the main equirment of yield
ing the optimum results which, without their help, will not be able to render. 

(c) In the pamphlet on 'Industrialisation Scheme for Rural areas', the Orga
nization has given a variety of small-scale and cottage industries from which a choice 
could be made for rural areas. It is not necessary to repeat them all here and a copy 
of the publication is sent herewith. A few examples may, however, be mentioned 
and they are: confectionery-sweets, brushes, hats, and caps, laces, laundry and 
cleaning clothes, carpenting and cabinet making, Agarbathi making, painting on 
planks and glass, pearl fishing. 

QuEstion 10.-Whicn cottage industries do you consider specially suited for export pur
poses 1 

AB remarked in answer to another question, those small scale or cottage industries 
which specialise in artistic production or skilled craftsmanship and which may be 
more or less unique in this country would be best suited for providing an export 
surplus. Thus carpet making and all analogous articles, carved work in wood and 
ivory of all kind, shawls and embroideries, even now command a good market in 
foreign markets. The producer needs to be organised properly, and his work needs. 
to be standardised so as to admit of clear cataloguing definite quotations, andre
gular supply of required quality. The artist is in all countries, and has been all 
through the ages, not a business man; and so, if in this commercial age, this great 
handicap of deficiency is to be effectively remedied, the State would have to come 

. to the assistance of such producers to enable their creations to find a profitable mar
ket, if not at home, at least abroad in those countries which have learnt to value 
such products. 

In a detailed representation on the subject of promotion of export trade in· 
products of cottage industries, the Organization has suggested among others the 
following measures : 

I. Setting up of a Committee of three to five members with adequate staff 
(i) to ascertain the existing and the probable future demands parti
cularly from dollar and hard currency countries of products capable 
of being produced in India, (ii) to ascertain the sources in India from 
where such items could be procured. 

2. Constitution of Provincial Export Promotion Group or Boards with liaison. 
in the districts. 

3. Creation of a Central Board to Co-ordinate the working of different Pro
vincial Groups or Boards. 

4. Establishment of an Export Credit Corporation to provide credit facilities; 
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The following items may be cited as a few instances which may be considered 
-as specially suitable for export purposes : ' 

Miscellaneous Products 

l. Metal Works from Jaipur. 
2. Ivory Works & Carvings. 
3. Sandie Wood Carvings and other pro

ducts. 
4. Toilet Soap (Khus, Sandle-woodl and 

other Indian fragrance. 
5. Ladies' Sandles. 
6. Sari. 
7. Jaries. 
8. Snake, crocodile and tiger skins. 
9. Indian carpets--Sikkim. 

10. Kashmir Works. 
11. Attar Perfume. 
12. Coconut shell products buttons. 
13. Indian Art Works. 
14. Wild Animals. 
15. Furniture (Steel, Rosewood). 

Food Products 

1. Mangoes--canned and fresh. 
2. Guavas--Jelly and Cheese. 
3. J ackfruit, Custard Apple. 

4. Nira and Tody (bottled similar to 
Champagne industry of France; here 
research by the Technical Institute is 
neces~ary under Government control.) 

5. Moho'ura J ambul, Sweet Lime Juice 
(similar. to Sherry and Port Wine 
Industry) same as above. 

6. Pomfret and other Indian fishes
, canning (research neessary.) 

7. Indian sweets--canned and by
genically prepared Jallebi. 

8. Spices. 

Question 11.-Do you con.sider that protection of large-scale industries is in any way 
affected by small scale and cottage industries? If so, please state how and 
to what extent they have been so affected ? 

Protection of large-scale, mechanised industries engaged in mass production 
<>f standardised articles, results in the first place, in shutting out foreign competition. 
This will automatically afford protection to the products of the Cottage Industry 
in the same field, though that protection was not originally designed or calculated 
primarily for their benefit. 

On the other hand, in so far as the successful development and expansion of 
such protected industry raises the demand for and the cost of the raw materials on 
which these industries are founded, it makes the cost of production for the corres
ponding small-scale industry proportionately much higher ; and so places it at a dis
advantage in the competitive home market. 

The relative cheapness, moreover, of the mass produced and standardised article 
of large-scale industry adds to the disadvantage and handicap of the small-scale 
producer. 

For all these reasons, those small scale or Cottage Industries, which it may be 
deemed to be in the interests of the aggregate national economy to maintain, wherever 
their artistry, craftsmanship, or ability to supplement the local produt:>tion, and 
make up the present shortage of supply, will have to be encouraged and protected 
even against the domestic competition from large-scale industry. This would not 
easily be effected by any fiscal discrimination in their favour. But the help the 
State can render by proper organisation of such industry, providing more efficient 
tools or equipment, obtaining easy credit facilities, and arranging for proper marke
ting will go along way to make up for the disadvantage of competing with mechanised 
production. -
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Q~Mstion 12.-W~wt in Y_Our view are the main handicaps frO? •• which ~all scale am£ 
cottag11. ·'f!dustne~> suffer at present ? 

What steps would you recommend for the removal of these handicaps, particularly wit~ 
regard to : · 

(a) supply of raw materials; 
(b) supply of technical skill; 

(c) their technique of manufacture; 

(d) their structure and organisation; 
(e) supply of finance; 
(f) marketing facilities; 

(g) any other form of assistance; and 

(h) possible competition with large-scale industries. 

(a~ ~Upply of Raw J1!aterials . .....:...The _diffi.cul~y in regard to the procurement 
and proVISIOn of raw matenals for cottage mdustnes has already been noticed. Th& 
assistance that the State can render would be most effective in the shape of securin~r 
some sort of a quota, or acknowledging preferential claim on the local productio~ 
of stated quantity, reserved for the small producer. If the latter is properly or 
ganised into co-operative craft Societies, the aid given by this ·means would prove 
much more effective. It would at the same time be. much easier for the State ro 
render. By establishing a quota or making up a reserve of a given portion of the 
raw materials of suitable for such artistic or skilled product the cottaO'e producer's 
output and efficiency would be much improved. The prices too m~y be ·within 
limits so that the disadvantage noticed above under which the small-scale producer 
labours in competition with the factory product, would be to a large extent mitigat.ed. 

•, (b) Supply of Technical Skill.-In this matter, Tradition has accumulated 
enough understanding and technique for the ordinary cottage worker in India to 
stand in no very great need of outside assistance. In fact, the technicians, versed 
in modern methods and machine work may not be ideal for effective assistance t:> the 
traditional worker. In the selection of material pattern-making or working up of a 
design, blending of colours, and any super-erogation that may be needed, the hoary 
tradition handed down from generation to generation of an endless chain of workers 
stretching back into dim vistas of prehistoric past, is more than adequate to meet 
all the requirements. ·what is really needed is general education, and better in~ 
formation on the scientific conditions affecting the industry in this country and out
side so as to enable the accumulated experience of the draft to find better expression 
in a form more appropriate to the present age. 

If adrlitional technical skill, however, is to be proyided in the shape of organi
sation anL.. the business side of the industry and use of modern inYentions suitable 
to small scale industries, e.g., eletrical appliances it would be not only welcome, but 
would be a m&-terial help in improYing the conditions of the cottage workers. Sound 
business-like organisation including standardisation of quality, pattern, texture, and 
design of the product of cottage industry particularly for the foreign market, so as 
to ensure a steady demand and export of such produc-ts with the help of co-operatiye 

· or Government agency working thrm1g~l Directors of Intlustries in the seyeral States 
and Provinces is amongst the first pre-requisites of tl1c successful maintenance of 
Cottage Industries in all fields in which they still stnw 'lu fL)r existence. 

(c) Their Technique of manujacture.-ThP remarks mad0 undtT (n) will, if 
anything, apply more forcefully here. The tedm.ique commonly pursued in the 
handicrafts of this country is tnl<litional atltl ages-oltl. It is, gt'nt>rally speaking, 
adequate and sufficient, not only for the ordinary requirements of the immediate 
market in the neighbourhood of the workers, but even for markets more specialised 
and demanding better craftsmanship m: greater artistry. 
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This is not to say that there is no room for improv~mentin technique particularly
in labour or time-saving methods of working. But such improvements would be 
more feasible if these industries are organised and operated as full time occupations· 
for the workmen concerned, and not as subsidiary supplementary of season trades as 
compared with the primary occupation of agriculture. 

Here again, is a problem in organisation rather than of remedying any parti
cular handicap or deficiency of the work or the worker. And this organisation must. 
be part and parcel of the aggregate national plan rather, than a part of special arran
gement relating to any particular industry. For it would only be in a comprehensive 
national plan that due place would be assigned to each of these forms of production; 
and protection encouragement or assistance could be guaranteed to them so as to. 
add to the aggregate prosperity of the country as a whole and at the same time make 
for the success of the craft. 

(d) Their structure and organi.~ation.-Having spoken all this time of the· 
great need for proper organisation in grouping the work and workers into suitable 
economic units ; in providing them with adequate" and appropriate raw materials, 
tools· and equipment ; in obtaining sufficient credit" ,or effective marketing facilities 
it is unnecessary at this stage specifically to dwell upon the structure and organisa
tion necessary to maintain and develop Cottage Industries to the optimum level. 
Our organization's industrialization scheme for Rural Areas already referred to 
points to the solution in this connection. 

(e) Supply of Finance.-This undoubtedly is a great handicap of the small 
scale worker both in· rega rd to the initial and in the matter of working capital. 
Being naturally a small scale pro.ducer, the worke~ is li-yllg from hand to mouth ... 
He cannot afford to lock up considerable part of h1s capital, supposing he has any, 
in carrying or. the process and accumulating the products of his own industry. If 
he is to be enabled to find suitable opportunities for promptly marketing his products, 
and li\-e according to a predeterm~ned standard during the interval, adequate and 
regular financial help or credit facilities are indispensable. 

These facilities may be best provided for purchasing raw materials, tools, im
plements, a place of work, to the stage of realising the sale proceeds of finished goods. 
The best way to do so would be co-operative credit Societies of craftsmen, integrally 
linked up with the entire credit structure of the country, culminating in the establish
ment of such central institutions as the Reserve Bank, or the Industrial and Finance 
Corporation of recent date. 

The cottage worker, moreover, is, generally speaking, heavily in debt, for in the 
years of inflation and rising prices, as well as the decline in crop production that 
followed the end of the wa! ;vhatever savings the agriculturist made during the war, 
and whatever relief he had obtained by paying off his debt, has beeri more than 
counterbalanced by, perhaps, new indebtedness that he has incurred. Any spell of 
prosperity, said to have been experienced during the war, is probably already dissi
pated; and the debt remains almost an eternal burden. In almost every Province 
and in many a ~tate since 193!} legislation has been enacted to bring relief to t.J.te 
indebted agriculturist. In practice, howe 3r, the benefit of such legislation L.s 
bt·<·n n·ry sea nty, an!l the hold of the money-lender, though weakened, is by no means 
at an end. If the new credit facilities are not to be wasted in lightening or removing 
the unprolhwti\·e burden of past debt, those who provide such help would have to 
see to it that they are utilised only for new production, and not for meeting ancient 
indebtedness. 

This is not to say that the latter does not need any relief. Some. sort of legis
lation or ndmi.n;strath'e action is needed to tackle the problem of the accumulated 
ancient indelJtcJne:-n d thi» cb'i->. \Ve are concerned here, however, primarily with 
the credit facilities ncces::;ury for org:.misation, maintenance and developmnet of pro
rluction, whether it is suLsidiary, or as principal contribution to the aggregate wealth 
"f tbe country. And in this regard the suggestion made already of some specialised" 
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-institution with special devices, forms and instruments to mobilise, collate and 
provide both short-term and long-term credit to the cottage worker seems to us to 

·be best calculated for achieving the objective in view. 

(j) JJf arketing facilities.-A number of products have already come under 
special legislation providing or regulating marketing of several rural products. The 
most important of these is certificate of quality, transport and storing of the commo
dity, and incidental credit. Though mos1J of these relate M agricultural produce, or 
products of industries subsidiary to agriculture, these industries are concerned with 
what may be called manufactured goods, which greatly demand appropriate mar
keting facilities if the producer is not to be needlessly handicapped, cheated or ex
ploited dues. The experience gained under this marketing legislations may well be 
utilised mutatis mutandis for this purpose. Marketing Boards must be made essen
tial features of marketing of the goods. 

(g) Any other form of assistance.-Under the forms and devices of State Assis
tance, protection, or encouragement to cottage industry already mentioned, no 
reference has been made to guaranteed State purchase at a fair price of the whole or 
part of the produce of such industry. Nor has any stress been paid on easy and con
venient transport-rapid and suitable e.g., refrigeration in rail wagons and road cars. 
The State is a large and growing consumer of a large variety of articles a good many 
of which can be advantageously, or even economically, produced by the cottaO'e 
worker. Without unnecessarily burdening the country as a whole and the average 
tax-payer it would be possible to introduce a system of preferential or assured pur
chase of cottage industry products by the State and its public servants, which may 
secure a certain definite market, so to say, for these wares. It would suffice to ensure 
continuous employment which is one of the greatest handicaps the cottage worker 
b.as to face to-day. The State demand for these articles moreover is likely to grow 
~ecause of the changing conception of the State, and increasing scope of State ac
;ivities and functions. And the State in this case does not mean only the Central 
Jovern.ment of this country and all its ministries, directorates and offices; it also 
~omprises all the Provincial and State Governments, municipalities and district 
>oards, as well as a growing host of statutory corporations specially established for 
1pecific purposes, like the Damodar Valley Corporation, the Industrial Finance 
Jorporation or the Electricity Board, the Water Board etc. These in their aggre
~ate will make a demand for the products of cottage industries, the dimensions of 
~hich it is impossible to gauge to-day. 

Tb.e assistance, therefore, which the State can render by legislation and executive 
-action would be much too considerable to be ignored. This suggestion may, there
fore, be sympathetically considered by this Commission. In the case of Services, 

;rather than industries, this kb.d of assistance may take the shape of taking up, on a. 
Transport enterprise for e:xampie a certain guaranteed business as freight for stores 
and troops or subsidy for mails, or special fare for passengers. There are many 

. other similar forms of such aid, which could be easily provided if only there is a will 

.to do so. 

(h) Possible competition with larg,. -~cale industries.-We have already referred 
to this possibility while dealing with the relative position of large scale and cottage 
industries. .But even there a suggestion has been made to the effect that it is pos
sible to set apart a specific sector of the public economy for the benefit of either of 
these two categories. And even if that be not readily feasibl~ it is possible to recon
cile their conflicting interests if th~ national economy is carefully planned, and the 
.several sectors are demarcated or correlated mutually so as to minister to their 
o<Jommon advantage and at the same time stimulate national prosperity. 
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Quest ion 13.-What steps should be taken to ensure that the interests of small scale and 
cottage £ndustries are safeguarded tchen trade agreements with foreign 
countrie~ are negotiated? 

The small scale industry would, on the basis given above, be primarily used to 
~upply the balance of domestic needs not supplied by large scale industry. Only 
in the car:e of some speeial arti'ltic production or craftsmanship, which makes the 
J•m• luct somewhat unique would it command any portion of the export market. In 
the latter case, trade agreements may secure where possible preferential treatment 
f.,r !'uch products being in a manner of speaking non-competitive and a speciality 
t.f tl1is c·ountry. The small scale producer is ex hypothesi, poor in capital and credit 
rt·~nllrce;;;; he i'3 weak and unorganised inasmuch as he is an individual worker, 
:'•·a I I f'r£•(1 all ovcr the land, and working without any expert aid to study market 
po,..sibilities, make proper advertisement of his wares, and maintain standard quality 
tn nu•et the various needs of the several markets he caters for. He may have here
ditary or acquired skill and craftsmanship of a very high order. But in the commer
c·ial age in which we are living, unless he can advertise.his wares properly, maintain 
catalogues and contacts with both domestic and foreign consumers~ he would not 
lw in a position effectively to hold his own against the ·l!lrge scale producer. It is, 
tlwreforc, necessary that some kind of preferential treatment be given to him by 
Gon•rnment, so that he may be able to maintain hi.'l ground, and carry on his craft 
on a little better than starvation wages. 

We hope special steps may be needed to safeguard such special craftsmanship or 
art i>~t ic c·reations. Preference may be shown to such industry by way of securing 
adNJUate and suitable raw material, either with;in the country; or obtaining it from 
oubide to enable the highest quality of such ware being produced. Financial assis
tanr·e or credit facilities given to them should not be treated as in any way coming 
in the way of freedom of trade, if that be the objective of any such trade tre.aties. 

Within the country, the products-·'of the.se industries are likely to find their 
greate"t demand. At the present time, as already observed repeatedly, they meet 
only the gap in local production. This deficiency may continue for some · yea.re 
lwforc large scale industry is able to meet the entire lol'al demand even in the most 
adnuH·Pd industries. But apart from this, some of theE>e industries may descrn te> 
lw protected and maintained for their own sake for the craftsmanship and beauty of 
tllcir products, which cannot be appreciated or survive in a regime of absolute free 
f·ompl'tition. Almost every protective duty takes the shape of import duty, general
ly on t ht> finished goods, but sometimes also on. the raw material, such as cotton. 
The fomwr is automatically protective and the latter guarantees a source of supply 
of the quality required by the smaller producer. A worker particularly excelling in 
quality of product must have the material of the quality and in the quantity he is 
ac·c·u~tomed to work with if he is to clo justice to himself and to his customer. Even 
th('J) hP has his own handicaps and difficulties with regard to competition with the 
larg<·r prudu('(·r, both at home and from abroad. But he may be enabled to stand 
that competition if State assistance i;; provide( I to him in some such form including 
a guaranteed dcmand for his output. For this purpose it is of the utmost importance 
lltat the cottage industry should bc properly organised districtwise or provincewise. 
That would hclp to encourage speciali;;ation, stamlardi.<>ation and maintenance of 
quality whic·h would counterbalance the other disadvantages of the cottage worke;,·. 

Jf a polic·y is adopted deliberately to keep alive, cncourage '=tllfl support small 
industry in cascs where there are also competing largo ir,,1-<strics, protection to all of 
t lwm by way of import duties would perhaps not suffice to secure them reasonable 
li,·in~ l'omlitions. Other mcasures like a proper supply of the necessary raw ma
l<·rial, Letter organ..i">Ution and credit facilities, and approprjate marketing arrangc
llH'Ilt . .; would Le needed. These are matters of domestic arrangement, in wh:ch 
l'un·ign trade trcatie3 would not be materiaUy affected. 
LB :!\I. of Com. 
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SECTION B 

Policy of Discriminating Protection and its Application stnce 1923 

Question U.-The Fiscal Commission appointed by the Government of India in 1921 
recommended "that discrimination should be exercised in the selection 
of industries for protection afforded, so a'6 to make the inevitable burden 
on the community as light a.g is coruJistent with the due development of 
industries." on the strength of this basic principle the Commission 
decided that an industry seeking protection or assistance should satisfy 
the three condition.~ enumerated in paragraph I of the note. Be.<Jides, 
tariff protection, the Commission recommended also certain non-fiscal 
measures. Are you satisfied that the policy recommended by the Commis
sion wa.<J fully implemented between 1923 and 1.9-39? If not, please 
enumerate the main deviations from the policy. 

Not all the industries that could deserve and which had asked for protection, 
on this basis, received any adequate protection during this period. The basic aim 
of the Commission's recommendation seems to lay undue emphasis on the "burden 
to the community" involved any system of fiscal protection ; and does not appear 
to give adequate weight to the countervailing factors resulting from the successful 
establishment of a protected industry. 

Apart from that, the Commission's recommendations to investigate into com
plaints about certain obstructive practices against Indian enterprise adopted by 
non-Indian vested interests have not been properly· dealt with during the period 
mentioned. The aim of building up our national economy to the point of self
sufficiency which is relatively under-developed, does not seem to have impressed 
the Commission sufficiently ·with its urgency. At the time that Commission reported 
the governance of India was in alien hands, the interests of whose nationals often 
went counter to the interests of India in such matters. That Government, therefore, 
naturally omitted to take effective obvious steps to build up, in all its sectors, as
pects and items, the national economy of India to make her self-sufficient at least 
in vital matters and essential requirements. 

For the present Commission, however, when the country enjoys full indepen
dence, and the primary, if not the sole, consideration of such policy must be the 
interests of India as an independent nation to adopt such a limited objective or out
look, will not be helpful to the fullest possible development of our national economy. 
"While Government must ignore the burden of an active protectionist policy for in
tensive, all round industrialisation on the community as a whole, the resultant 
benefits of progressive wholesale industrialisation, and the consequent establish
ment of a more balanced economy should also not be under-estimated. The burden 
on the community moreover would be short-lived and steadily diminishing. The 
benefit, it is hoped, will be abiding and progressi>ely incr«:>asing. 

Industries of vital importanc.e to the country's. defence as well as to her normal 
peace-time economy stand in great need of protection, whieh, however, has hitherto 
been denied them-except under the very peculiar conditions of a world war. 
Chemicals and non-ferrous met~ls, to give but a cou~le of P_xample_s so ob,·_iously 
relevant, had not received, until r~cently, the protectiOn which thl'J..r placl' ~n the 
country's defence as well as peace-tune economy de~anded_. Ev«:>n th~ glass mdu~
try has been somewhat tardily ta~~n up for protecho~ this ye~r, ~avu~g lacked It 
all this while. Industries speciahsmg ~n the productiOn of scil'nti~c mstrume~ts 
and apparatus of all kinds are yet other _rmportall:t exampll's of a key mdustl'! which 
has not. received the measure of attentwn that I~ deser~·ed. The automobiles and 
aircraft are more recent additions to the same list, while the group of armam~nt 
industries, which would, in any case,_ be State.owno\L ma;r also bt> added ~o a?lplify 
the Ji~t of illustrations of the industnes desernng prot{lctwn but not gettmg It. 
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Of the particular industries which have not received the full benefit of the policy 
·recommended by the Commission, and adopted by the then Government of India.. 
·or whose claims have been overlooked despite the accepted policy, is the case of the 
Indian shipping enterprise, including the basic industry of modern Ship-Building 
desen·es special mention. Of the many restrictive practices, which the earlier 
Commission had themselves noted, and which have effectively pre\·ented the growth 
of the Indian shipping enterprise to anywhere near its legitimate dimensions, the 
outstanding example was the "deferred rebate" system. In order to secure certainty 
of scn·ice to the shipper and continuity of custom to the ship-owner, the system was 
evoh·ed whereby a certain portion of the freight paid on any consignment was re
~crwd by the ship-owning company to accumulate as a rebate payable on-certain 
conditions and after a certain time to the shipper. In the case of the principal 
customers this amounted to very large amounts. The ship-owning· companies could 
refuse to pay o\·er this amount to any shipper who in the next follO\·dng season did 
not usc the company's ships, but gave his custom elsewhere. This was an effective 
weapon in the hands of the established British concerns to prevent Indian shipping 
concerns getting any business at all even in their owa coastal trade; and as such was 
strongly resented by the Indian competitor when he .came into the field. Notwith
standing, however, this strong opposition the system has not yet been legally 
aholished. 

Of the direct encouragement by payment of special subsidies e.g., for carriage of 
mails, liton•s, troop;,, public ser.vants or Ia.bour needed in public factories or work
shops there is still no sign, though each of these are recognised and recommended 
means of developing the enterprise. 

The ::\lPrcantile ::\Iarine Committee of 1923 had recommended active steps like 
. constru(·tion bounties, cheap loans etc. to facilitate an early establishment of an Indian 
)lcreantile ::\Iarine by the creation of a suitable modern type ship-building industry 
in this {'ountry. All the conditions for such assistance or protection to new industry, 
which the Fise;,l Commi'lsion had re'commended were present, and are still present 

. as regards this vital and indispensable national industry. The reco~mendation 
by tho official committee was made 26 years ago. Nothing worth the name has yet 
b~n dune to arromplish any part of this programme, except very restricted facilities 
to train the nccPssary r;taff in a local training institution. ·world 'Var II rammed 
in still furth<'r the n<'ed for sueh an industry within India's O\\n frontiers and run 
Indian ent<'rprise. Tho post war acquisition of independent sovereignty by this 
country makl's the estahli-;hment and development of such an industry within the 
country still more necessary not only for the naval defence of our shores, but also 
to ,;pn·c as all kinds of auxiliaries in times of war for which we have today still to 
d<'pPwl on foreign hdp. 'Vorld War II had made the need very great and urgent 
but it was left for private shipping enterprise to establish a ship-yard building 

. f'\·ery yt>ar :l or 4 ships of SOOO tons each. The post war difficulties make even these 
mode,.;t lw~innings of a truly infant industry gasp for its very breath of existence. 

The last Fiscal Commission recommended that "raw materials and machinery 
he ordinarily admitted free of duty and that semi-manufactured goods used in 
lndian industries be taxed as lightly as possible". This recommendation too has 
not boen implemented. Actually in a number of cases import duties on finished 
·goods have been less than or equal to those on industrial raw materiaJs required for 
making th<'m. If higher import duties are being levied by Government in the case 
of some industrial raw materials for giving a fillip to local industries producing such 
raw materials, Government should see that such industries as are using those pro
duets as raw matl'rials are not adversely affected. 

Qur8lion ].5.-Do you find any defects in the working of the policy? If so, please 
gire details with suitable examplt!s. 

The defetts of this policy and its working have IJeen in,dicated in answers to the 
~enral questions already given. It may, however, be reiterated here that the 
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factors mentioned in. the first of the three conditionR laid uown by the Fi;-;cal Cum
mission are only of an illustrative type. It was not the intention of the Fisc·al Com
mission that any one or all of the factors should be necessarily present in tlw iJ!d.uo-;try 
seeking protection. The Government, unfortunately, plaC'I'd a too rigid intt:'rpre
tation on the condition and stres:;;ed in rec£>nt years that as a rule the prin.c·ipal ra.w 
materials requir£>d by the industry should be presPnt ii\ th£> country. Thu:-> the gla~,.; 
industry's plea for protection was turned down on the ground that one of thP prindra.l 
raw matE•rials, namely, soda ash was not produced in India, though the iwln;-;try 
possessed all other ·natural advantages as \vould enable it to dew lop and e,;ta l.li:::h 
itself on firm lines in the course of a few years proYided necessary tariff protePtion 
or :assistanee wa~ extended. 

Question 16.-Do you agree with the specific conditions lairl dou·n by the Com
mission that normally protection should be accorded to an indu.<:try only 
if the conditions referred to in q1lestion 14 are satisfied 1 

The conditions prescribed by the Fiscal Commission, and adopted by the then 
Government of India, for grandng protection to any industry had been clictate<l 
by an outlook and objective wholly different from that which a national responsible 
Government intent upon rapid, intensive industrialisation of the country ~hould 
possess. The demands of national security did not find ade'quate stress in the re
commendations of the first Fiscal Commission. Nor were the possibilities of widen• 
ing employment for labour by new industries, and increasing scope for inwstment 
of indigenous capital, adequately borne in mind. The ideal of national self-sufficiency 
in vital and essentia.l requirements was far from accepted by them-and E>Yen if the
Commission had done so, the then Government of India would not haYe adoptell 
or given effect to their recommendations. The condition:'>, therefore, laid down by 
such a body and imposed by the then Government need not .be accepted by tho~e 
who have a radically different outlook and ambition for industrialising this eom~try 
as prapidly as possible. Further the conditions haYe now changed. The era of 
Za.izzez faire has given place to an era of planned economic development and hcn.ee 
the protectionist policy and its working will have to undergo the necessary change. 

Quest·ion 17.-Do you consider that the supplementary measures for the protection of 
and assistance to industries as recommended by the Commission in 

Chapter VI II of their Report were adequate and well-conceit'e d ? 

Chapter VIII of the Report of the Indian Fiscal Commission of 192::? lists a 
number of other forms of protection, encouragement or assistance to indigenous 
in.dustry which have been adopted by the Government of India in varying degrees. 
For instance, the need for a technical bias in education from early stages, and more 
particularly training for technical work ]s now an accepted objective. 

Organised education in India is commonly believed to suffer from too literary 
a character to be really serviceable in this regard. 'With the adYent of basic edu
cation, the infusion of a technical bias is an accepted objectiYe of all modern pro
posals for educational reform and expansion. And we would suggest that with 
a view to create an interest in the sea and sea life and to proYide a minimum know
ledge of water transport among all sections of the people the text books for various 
scholastic classes should contain lessons of different types of ships, main sea-route~
£:hief &rticles forming part of the import and export trade of the country, :::ea ad
ventures and wonders old and new etc. 

Similarly the training of Apprentices for working an industry nowaday:;; eom
mancls the ever-growing attention of the authorities. In the casP of the Shipping
Industry, for instance, the :Mercantile :Marine Committt-e had recommen,kd. as 
early as 1923, that in order to provide th::.> Indian Mcrcantil,, Shipping witl1 the 
necessary staff of deck and engine room officers. arran!!'ement,:; must be made within 
the country to provide training facilities for both these groups of tlw staff need,,,{. 
A beginning was made in 1928 with the establishment of tlw Dufferin Cadet Train
ing Ship ; and young men turned out by this institution every year were to be 
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ab~orbed in ships plying on the Indian coast, or having any share in India's overseas 
tratle. The foreign concerns monopolising the carrying trade in Indian waters or 
the on~rseas trade of India demurred at first to any compulsory acceptance of Indian 
8taff hoWf'Ver well trained and certified. They made the excuse of existing con
trac·ts with their higher staff, which made it impossible for them to take on as offi
Cf'rs Indians trained in this country. Nor can the course of time and the example 
of the competing Indian concerns, may be said to have affected their original indiffer
.(·nrf', not to say hostility to their absorption ofthe Indian cadets as they came out of 
the Training Ship. The demand, however, for this specialised service began to 
!!TOW in course of time. It was particularly high during the war. Higher and 
hij.!her emoluments were offered by Government till the situation has been sore
wrsPil that the Indian concerns suffer from a Jack of suitably trained persmmel 
anrl tlwir programme of expansion is held up for want of such people. The goal, 
or tar:rPt for expansion in the present day Indian shipping is fixed at 2 million tons 
again"t the 150,000 tons now used by Indian-own~d steamship companies. Those 
rf'sponRihlf' to hring about such expansion within any reasonale time feel that they 
<'annot thf'mselvf's build in this country all the toruiage deemed necessary for giving 
Indian-mnwd shipping its full share of India's trade along the coasts or ove.rseas 
En·n if tlwy could build or buy second-hand so long as that tonnage was not ade
quatPiy manned by Indians, it could not be called a truly Indian National Marine. 

In the case of othH industries, the policy of requiring suitable Indian candi
·datf's to he technically trained in all those enterprises, whose products the Indian 
Gon·rnnwnt purchases as Government stores, was adopted about the same time
than the Fiscal Commission reported. A condition was inserted in all agreements 
of thiR nature and a larger and larger volume of such training was secured. But 
therP was not simultaneously a pre-arranged plan for their employment as soon as 
the train<·es came out. That com{llaint still remains so that the larga number of 
Indian students sent abroad for such training in 1946-47 has. proved a needless 
burrlPH upon the Indian Exchequer, notwithstanding the growing demand of local 
inrlustries for such trained personnd. · 

ArrangPmPnts have been made in recent years for establishming such training 
in,;titutions and scientific research within the country. It is a marked feature of 
the pre."rnt Governnwnt policy in regard to every new modern industry or enterprise 
that th<'~' th<'msf'lv<'s unclertake, or which they assist. Foreign experts are also 
inYit<·d to lwlp start such industry and train up the personnel needed ; but the re
sults !'O far are not very satisfactory . 

.\nothPr form of such indirect or concealed assistance is in regard to the econo
mic ratf's of carriage of goods by railways or shipping. The railways in India are 
largely Gowrnnwnt enterprise. They could therefore be easily used for this pur
poF<e. En·n when they were worked by private companies, they were under the 
control of Govermuent sufficiently to permit their rates being supervised by Govem
nwnt. The latter, howewr, have not yet realised, it would seem the possibility of 
manipulating railway rates in such a manner as to provide effective assistance or a 
<'onePalerl Rubsidy to the local industry. '\\'hE-re railways, in their own interest, 
<'annot economically carry those goods cheap transport could nevertheless be se
('urd if only adequate co-ordination between all available forms of this service, 
including shipping, was effected and the total traffic available at any time distributed 
so Ml most E>ffectiwly to serve the various branches of industry and keep every form 
<>f transport system fully occupied. 

If the present national and popular Government desire to use all available direc. 
tio!1S for a<>sistin!! local industry, it is necessary to tackle the problem of organising 
-co-orclinating and working all the different types of transport available in this 
-country, and foreigners, both as regards the coastal trade and the overseas carry-
in£! business. These ships and their owners or operators were outside the control 
()f the then Gowrnrncnt of India. The latter coulg not fix freights and paf'!sage 
farrs so as most advantageously to serve the long-term interests of all sectors or our 
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national economy. Government frankly were not interested so much in develop
ing Indian enterprise as to uphold and maintain the interests of their compatriots. 
They were accordingly more in sympathy with the foreign competitor of Indian 
ship-owner, and so they found more reasons to avoid'these courses than to employ 
them, for the encouragement or safeguard of local industry. \Vhatever possibility 
there was therefore not only for allocating traffic but fixing rates in order substan~ 
tially but imperceptibly to assist indigenous industry was lost or ignored. Apart 
from the question of freight fixation to assist Indian industry, the time appears to 
have arrived to frx.rates for the very maintenance of even such small Indian tonnage 
as exists today. Indian shipping circles have recently been made aware of a. 
policy of non-Indian shipowners operating on the Indian coast of keeping the freight 
rates so low that economic operation is no longer possible for the owners. These· 
non-Indian shipowners with their interests in other trades have means of maintain
ing themselves, but the Indian coastal operator would soon be devoid of profits or 
reserves that he would soon be going out of business. Under the circumstances~ 
the best way to solve the difficulty would be to pay to ships on the Indian register 
plying in the coastal subsidy to enable it to survive the crisis.* 

If the present national and popular Government desire to use all available 
directions for assisting local industry, it is necessary that the problem of organising, 
co-ordinating and working all the different types of transport available in this 
country, and distributing or allocating all available. traffic between these several 
forms of transport in such a manner as to serve both the immediate and long-range 
interests of the country, including its agriculture, industry, trade and trsansport. 

The Fiscal Commission of 1922 had made special rEference to the possibility of 
reducing shipping freights, and avoiding such practices as " Secret" rebates. These 
were used by the foreign ship-owner plying on the Indian coasts to secure an effec
tive monopoly of that business for himself. But, as already remarked, the Govern. 
ment of the day declined to take effective notice of sueh observations, and so the 
handicap continued. 

:l\Iethods for safeguarding the loeal industry against the uneonsciousable foreign 
dumping, such as the Japanese were guilty of in 1933-35, partieularly in regard to
cotton textiles, were stated to be barred by existing obligations, such as the Trade 
Treaty with Japan, which, it was alleged, precluded any discrimination in favour 
of Indian Industry with the competing Japanese goods. The latter were in their 
own market highly protected. They were asissted further by special bounties for 
ships constructed in Japan, or subsidies for carrying Japanese goods. The in
terest of the Indian consumer was made an effective excuse for non-interference in 
such matters. The safeguard of Indian industries, therefore, even though the basic 
policy had been accepted, could not be effecte'd,-except perhaps by such devices 
as changing ad valorem duties into specific duties. 

Dumping, it was also argued, was difficult to prove as a fact, and still more 
difficult to guard against. The Fiseal Commission carefully reviewed the whcle 
problem, and suggested such expedients as countervailing import duties on arti
cles supposed to be dumped on the local market by the foreign competitor. The 
chief instance in which the Indian Government eould have acted on these lines 
was the Japanese Textiles in the domestic market but the treaty obligations in
curred by the British Indian Government were found to be incomratible with any 
such help to local industry. 

Other forms of assistance like cheap loans for initial working capital. sash 
bounties or subsidies on the volume of business done, found no place in the Ina.ian 
Fiscal system. On the contrary, arrangements in aid of British industrv durino-

• 0 

*This suggestion of rtmning subsidies for Indian tonnage on the Indian coast would seem 
to be preferable to the fixation of rates under which the advantage is botmd to go to both 
Indian and non-Indian interests. 
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the days of the \Vorld depression were concerned more with the establishment of 
Imperial Preference working in many cases to the prejudice of the Indian industry, 
and very rarely to any great advantage of any industry in the Commonwealth 
markets. 

No Indian industry has been assisted by direct cash subsidy or indirect help . 
in the shape of interest-free loans, or cheap capital or guaranteed dividend or assur
ing a certain market for the products of the industries assisted. In all such matters 
the Indian Government, right up to the transfer of power, was most reluctant or 
hc,.;itant, except when the war made insatiable demand for Indian made goods or 
f'pn· ic1·s. The establishment in 1948 of an Industrial Finance Corporation by Govern· 
ment is designed to provide such aid on business lines ; but, in the absence of a 
can.fully planned programme of industrial expansion or development, consistently 
earriPd out, the success of sueh_ intitutions cannot be. expected to be very high. 

Que.~tion 18.-In a resolution passed in the Central L.egislatite Assembly on 16th 
Ftbruary '28 the principle of discn'minating protection u·as accepted, 
as the basis of Got·ernment policy subject to the follow·ing general q1talifica
tions :-

(a) that the principle should be applied with due regard to the well being of the 
community and the safeguards mentioned in Question 14. 

(b) That in the application of the principle, regard must be had to the finan
cial needs of the country, and to the dependance of the Govt. of India on 
import, export and excise duties for a large z;art of its revenue. 

To u·hat extent, if any, do you think these qualifications effected the u·orking 
of the policy of discrimi"Vating protection bliu·een 1923-:39. Please 
give your comments sepa'l'ately if possible for pericds 1923-29, 1930-34, 
1933-.'39. 

(a) The well being of the community is implicit in the all-round development 
of every suitablP industry in the country. It increases the volume of material 
wealth produced in the country, adds to the employment and raises standard of 

living. 

Tlw ideal of self-sufficiency, in vital and essential requirements necessary for an 
indep<•ndent sovereign State, comprises much more in long-term view of the Fiscal 
policy than was accepted in the days when the Governance of India was conducted 
in subordinate co-operation with the interests of the alien ruler. rhat dominating 
urge being no longer there Indian can shape her Fiscal policy to suit her own in
terests and requirements but also bearing in mind, secondarily of course-her 
international obligations. 

The distinction between the producer and the consumer, moreover, which 
n·ry largely coloured the outlook of the Fiscal Commission unnecessarily suggests a 
conflict which need not be there. It tends to grow fainter in a rationalised society 
and properly planned economy. For unde1· that state of affairs, everyone would be a 
produeer, actually or potentially, unless disabled by age or illness ; and everyone 
would be also a eonsumer. \)hat, the consumer might be supposed to lose in the 
higlJer priee of the protected commodity, he as producer would be able to make up 
by the wider volume of better paid employment. The distinction between these 
two elasses is artificial, unnecessary and need not be overemphasised. 

ThP safeguard.s, therefore, adopted in the interests of the community as a 
whole taken to be the consumer elass while not utterly unsuitable should not be 
Pxtended to the point that they would come in the way of effective and optimum 
dPnlopnwnt of suitable industries, promising, by their basic economic advantages 
would lJC self-supporting without any artificial props ,within a reasonable time. 
l\loreowr the intPrests of the community as a whole must have national self-suffi
<·iency to as large an, extent as possible particularly in regard to vital industries 
and t•;;,.-..,ntial sPrviees for the very existence of the nation. 
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(b) The dl.'pendence of the Government of India in these <lays up;:m Import
Export and Excise duties for a. large part of thnir revenue has been materially modi
fied in recent year,;. Direct taxation is rapidly taking the first place in ren-nue, 
though enn now these duties continue to be an 'important contribution to the 
national budget. The possibilities, however, of direc:t taxation as an equal, if n<•t a. 
greater contributory to the Central Budget have been demonstrated by its n·ct>nt 
growth, particularly durin~ the war and post war years, in the shape of ineome and 
super taxes, excess profits, duty surcharges, Corporation tax and the likf'. 

The protectionist system may, if carried to its logical condusion r<:>sult in the 
diminution of import of competing foreign commodities and eonsf'quently of cu,.:
toms duties on import and even eliminate any income from that souree. Such 
logical exactn€'ss is, however, nevf'r attain€'d. The most intensively protectioni,.:ts 
countries, with thriving local industry, have continued to derive substantial rt>
venues from that source ; and so India n.f'ed not apprehend any serious danger in this 
direction. Export duties have also their utility. If such duties fall on one's own 
raw materials, thPy would help to pr€'serve the entire growth of the nf'cf.'s•ary raw 
material within the country for being worked up or manufactured into tiui,..hed 
products by indige1ious industry. A high duty, however, on donwstic raw matl·riab 
at point of export, may advf'rsdy affect the agriculture.} dass engaged in gruwing 
them ; and so such duties are, ordinarily, not imposed unless the raw nu'.terial in 
question, is, like jute, a practical monopoly of the taxing country. Tht> <i<'.ll)-'l'f 

of en,coura.ging substitutes for such artieles, taxed on ~xport by thf' moiwpoli:-t 
producf'r, will have to be faced, though it need not be exaggeratt·d In :;o far as 
their burden is passed on, to the foreign consumer, they may bt" unobjec·tionahle. 
Excise uuties on EHJ.y local produce are on principle undesirable, But if lt·Yit.·tl, <tS 

they usually are, to counteract the effect of exces,.;ive protection, thcy wutd,l lw <1. 

innocuous source of revenue. 

In proportion, as PXport duties hPlp to inc:rease or improve home produetit>ll of 
finished goods and industry dnelops within the country to thE' corresponding ex
tent, revenue from income taxes on the o"'ners or managers of such indu::;try wuulcl 
compensate the Exchequer in some measure. Exeise duties similarly on the l·ro
ducts of protected industry which have a mwrgin of protpetion larger than i,; war
ranted by compt"titive costs may st"ne the same purpose and be M'eonlingly 
permittPd. 

On, that Sector of the trade, moreov'er, which is outsidt' the }Jrotectiuui:-t zone 
and which grows because of growing prosperity rPvenue duties may continue to 
be imposed. They will provide for that portion of the ExFenditure Bm~gt.'t \\luch 
cannot be covered by the rpceipts from direct taxation, and other :somC't's. In 
proportion as trade comes to be more and more regulated by international trei!ties 
it will become more and more a matter of Barter ; and then the role of the 
CllStoms Duties, in providing any substantial part of the central revenues, would 
be wholly changed. 

The modifications, thPrefore, made in. 11)38 in, the general Fi:>cal Policy 1mYe 
led. to the imposition of Exei.;e Duties on the products of protect€'d indu,-try within 
the country whenever it was thought that the margin of protection offered to the 
growing industry and guaranteed for a period of years was in excPss of the ne<·e.;,.;ary 
percent(j.ge. The sugar and steel industries may be citPd as illustration,.; uf this 
argument. 

The period 19:?3-29 wJ.s mainly a periou of application by the indu:-tli,·s eon
cerned for protection, thf'ir investigation by the Tariff Bo<trd and experiments iu 
fiscal protection to likely industrit"s. TI.e Tariff Board after investigatiun l•f the 
compt·ting conditions in the light of the general policy laid do" n, recommendetl for 
or against protpction, indicating also the degree and form of protcction, or the 
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approp1 iate manner of assistance to be granted. Government generally aeted 11pon 
sueh reeomnwndations ; and the result wP.s the eommenecnwnt or strengthening 
of establishPd industrie~. 

Between Ifl:30-34 ""orlJ. DPpression affectPd all industries to such an extent 
that protPdion became practieally innperatiYe, an.d the industries supposed to be so 
protl'etPd hegmt to Htagnate. 

In the laRt period 1935-39 thPn' was a revival in, a maiuwr of speaking which 
waR rathc! ]msteiwd. hy the imrt>nding threat of war than, because of any in.herent 
stn·ng-th 111 thP pohcy of protection to Indian industry. 

()wst ion JU.-'l'he changes set out in paragraph 4 in the ·note tcere made distrimhwtinp 
protection in 19.J/J 1chen the lnteri~ Tariff Board teas established. 

What are yr ur vi1•ws on those deR-·iations Jrorn the orig·inal pQlicy laid dou·n 
in tl1P- Fiscal Commission's Report. · 

'JltP~<t> dedations from the }JOliey recommended by mere jm;tice for those in
dustri!'s ~hich had been establishEd during the war, and pi·ovided a very eonsider
<tbiP portiOn of the war t•ffort of the then Government of India. Having been started 
duri11g thP irreRtibll• urgency of the war, cost was no consideration for thest> war
horn iudustries, wlll'ther in capital equipmPr.t or working. They were worked to 
thc·ir maximum eapac·ity ii\ a wasteful unceon,omic mannt>r ; and so their successful 
existeme after the wer, when once more competition from more advanct>d countries 
retmn(•d, would be a1l hut impossible. "Without the hope of some kind of an as~mred 
position, these inuH:>tries would not han• been, established at all. Gm·ernment, 
theil'fnre, wt·n· morally bound to lJrotect them even after their press~ng immediatf> 
ne(·es;;ity of the war was over ancf the high prices pc..id during the war f·lr such pro
ducts were no more Jlermissihlc. GovernmPnt, therefore, promised them ~rotection 
and a;;;;ii;taHce after the war, if the-y were Rour.dly organi~ed, run. on buRin,e8s lin.es, 
and had a reasonable chance of bun·ival and exiRtence aft<·r a time. This deviation 
in poli('y was for a short tim<", and, therefore, Governmt>nt's action in 1this rt~ard 
was no more than just. 

The g11iding consideration, finally, whid1 led to this modification was due to the 
long-mngf' natimml intt>rest, which, hmvevPr, could not be fu11y aitended to, if 
only ;;hort-tf'rm meaRurt>s werc recommcnded. Assistence or protection, to those 
indH:>trit's of war time origin, promil'ed and granted for a 8hort period of two or three 
years hy the previous regime could not be denied by the present natiunal responsible 
gon•mmeut of Indi<t whirh must look to the claims of national serurity in likely 
emergf·Iwies much more than their predt:cessor. The industiies ch'oiruing such 
as,;i,.;tanc<' were, bt>Rides, of Yalue even in. normal times, e.g., non-ferrous metals, like 
aluminium, bnss, etc. They weuld haY!:' had a fair chaJl(·e of establishment and 
maintPn.ance with a little protection, under ordinary pre-W!tr condition~' had the 
war not in.tPrH'ned, an.d nhtde t]wir cost of equipment and production, ineluding 
on-rheml and management charges, disproportionately high. Assistance to them 
con~('quently in this post-wa,r age is a passing burden, if it be a burden at all. 

Question :?0.-~·he yo1t satisfied that this policy of 1945 is being fully implemented. 
If tl()t, please indicate u·herein tlte def€.cis. 

Tht' main dPfeets lie in a relatively shortsighted aim or outlook gowrning that 
poliey. The n·latiwly limited term of protection granted to these industries will 
not help toward::< a sound foundation and cnduring structure raised thereon. Such 
entt>rprisP eanuut makP pt>rmanent plans for long-term existence in a- competitive 
world. A polic·y of hand-to-month is incvitably encouraged resulting eventually 
more i1~ di;;,;ipation ofresourc·es than i1~ proper hus}:>an.ding, utilising and deYeloping 
the indu~try Rafpguardecl by adequate protection. 
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(h) The dependence of the Government of India in these days up;::m Import
Export and Excise duties for a. large part of thnir revenue has been materially modi
fied in recent years. Direct taxation is ra.pidly taking the first place in rennue, 
though enn now these duties continue to be an important contribution to the 
national budget. The possibilities, however, of direct taxation as an equal, if 11<>t a 
greater contributory to the Central Budget have been demonstrated by its n·cent 
growth, particularly durin~ the war and post war years, in the shape of income' and 
super taxes, excess profits, duty surcharges, Corporation. tax and the like. 

The protectionist system may, if carried to its logical conclusion result in the 
diminution, of import of competing foreign commodities and consequently of cu,;
toms duties on import and even eliminate any income from that source. Such 
logical exactness is, however, never attained. The most intensively protectioni,;ts 
countries, 'vith thriving local industry, have continued to derive substantial re
venues from that source; and so India need not apprehend any serious danger in this 
direction. Export duties have also their utility. If such duties fall on one"s own 
raw materials, they would help to preserve the entire growth of the neces.:ary raw 
material within th_e country for being worked up or manufactured into fini;.;hed 
products by indigenous industry. A high duty, however, on domestic raw matl·riab 
at point of export, may adversely affect the agricultura.l elass engaged in growing 
them ; and so such duties are, ordinarily, not imposed unless the raw m<'.terial in 
question, is, like jute, a practical monopoly of the taxing country. The (le.ngPr 
of encoura.ging substitutes for such articles, taxed on fXport by the monopoli:-.t 
producer, will have to be faced, though it need not be exaggerated In so far as 
their burden is passed on to the foreign consumer, they may be nnohjf:'ctionahle. 
Excise duties on 2.ny local produce are on principle undesirable. But if h·Yied, <Ls 
they usually are, to counteract the effect of excessive protection, thcy ,n,td•t lw a. 
innocuous source of revenue. 

In proportion, as export duties help to in.erease or improve home prudul"tinn of 
finished goods and industry develops within the country to the corre:sponding t<x
tent, revenue from income taxes on the owners or managers of sud1 indu::;try would 
compensate the Exehequer in some measure. Excise duties similarly on the l·ro
ducts of protected industry which have a margin of protection larger than is war
ranted by competitive costs may serve the same purpose and be ;;,cconlingly 
permitted. 

On that Sector of the trade, moreov·er, which is outside the }'rotec·tiuui:-t zone 
and which grows because of growing prosperity revenue duties may continue to 
be imposed. They will provide for that portion of the ExFenditure Bllllg<:t "h.id1 
cannot be covered. by the receipts from direct taxation, and other ~;ources. In 
proportion as trade comes to be more and more regulated by international treaties 
it will become more and more a matter of Barter ; and then the role of the 
Customs Duties, in providing any substantial part of the central revenues, would 
be wholly changed. 

The modifications, therefore, made in Hl38 in the general Fbcal Polic-v have 
led. to the imposition of Excise Duties on the products of protected indu::;try ·within 
the country whenever it was thought that the margin of protection offered to the 
growing ir\dustry and guaranteed for a period of years was in excess of thl' nect·.-sary 
percentage. The sugar and steel industries may be cited as illustrations of this 
argument. 

The period 19:!3-29 was mainly a period of application by the indu;.;tiit>s con
cerned for protection, their investigation by the Tariff Board and ex1wrinwnts in 
fiscal protection to likely industries. TJ.e Tariff Board after investigation vf the 
competing conditions in the light of the general policy laid down, recOir.mended for 
or against protection, indieating also the degree and form of protection, or the 
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a.pprop1 iate numnL r of asHistance to be granted. Government generally acted upon 
sueh rpc·omm<'mlations ; and the result w~'s the commen,cenwnt or strengthening 
<Jf <·:-:tablish<'d induHtries. 

Betwt-en I !1:30-34 \Vorld DP}H"<•ssion affected all industries to such an extent 
that protc·etion })('came practi<'ally inoperatin•, and the industries supposed to be so 
prot<·dP<l hPgan to stagnate. · 

In the last p<·riod I9:3ri-39 ther0 was a revival in a maJUler of speaking which 
war; rather lm:-<tencd hy the impt>nding threat of war than. because of any inherent 
!<I n·n~Jth in t]H' policy of lJrotection to Indian industry. 

(lw "lion l!l.-The clwnyes sft out in paragraph 4 in the note !cere made distrim·inatinp 
prolt~ction ·in 19.J/j 1chen the Interim Tariff Board was established. 

Jrhat are yt ur vi,•u:s on tlw.se deil:iations'jrom the original pQlicy laid down 
iu th"' Fiscal Cornm·issidn's Report.· 

'flu·.-l' Ill'\ iations from the }Jolicy recommended by mere justice for those in.· 
llu,.,tri<·s \\]tidt had lJPen rt;tabli:-:hrd during the war, and p'rovided a very consider
aht .. portion (Jf the war dl'ort of the then Government of India. Having be<·n started 
duriu.L( the irn·:-:tihlr mgnl<'y of the war, cost was no consideration. for these war
lJOrn indu:-;triPs, wlwtlwr in capital rquipmcn.t or working. They were worked to 
thl'ir maximum l'apal'ity in a wasteful un,ceonomic manner ; and so their :-:uc<'essful 
existl-w P after ti1P w~~r, when once more competition from mure advanced <'ountries 
rl't unwd, wcul1l hl' alllJut impm;sible. \Yithout the hove of some kind of an assured 
po:-:ition, the:-:e indu><tries would not have bePil, established at all. G<rvernment, 
t IH·r l'for1·, \1 t·n· momlly bound to protect them even. after tlwir press!ng immedia.tf' 
w·•·1·.~"ity of tl1<' war we s over antt' the high prict•s pn.id during the war l'Jr such pro
duds wt·n· no rnor<· permis:-:ilJ]c. Govern.nwnt, therefore, promised them ~rotection 
nr11l a:-::-;istaa<<' aftt•r the war, if tlwy were Hour.dly organi:,ed, run on business lines, 
aJHl ltiul a rPa><onalJle chance of b"Urvival and l'Xistence aft<·r a time. This deviation 
in poli1·y was for a !-ihort time, and, therefore, Gon·rnmt·nt's action. in 1this rtgard 
was uo more than just. 

ThP gui1ling <·onsidt·ration, finally, whid1 led to this modification was due to the 
long-r<mge natimml intPrl'st, which, howt•ver, eould not be fully a'ttended to, if 
only short-tPrm nwnsun·s wt•re recomnwndl•d. AHHistance or protection to those 
iwlu,.t rit•s of wnr t imP origin, 11romil'l'd ml{l gmnted for a ~hort period of two or three 
y!'arH J,y the pn·,·ious rPgime could not be d<·nicd by the presPnt natiunal responsible 
gow·mm<·nt of India whi<·h must look to the claims of national security in likely 
enwrg<·Jwies mu('h more than tlwir Jlrt'dt:ceswr. The indushies claiming such 
as:-:i~tauct• wt·n·, lJPsides, of ndue even in. normal times, e.g., non-ferrous metals, like 
aluminium, lm~ss, de. They \H'u]d han• had a fair chance of establi8lunent and 
mainten:uH·e with a little protection, und(•r ordinary }Jre-war condition" had the 
war not int<·n<•Jwd, and m.-tde their cost of rqui}Jment and production, including 
m·<·rhead ai\d managl'ment charges, disproportionately high. Assistance to them 
con>'•·qu!'ntly in this post-w<~r age is a passing burden, if it be a burden at all. 

Que8tion 20.-~-h·e you sati,'ified that this policy of 1945 is bPing fully implemented. 
If 110t, plPa8e ind·icate wherein the def<cts. 

ThP main dPfeets lil' in a rPlatively shortsighted aim or outlook gowrning that 
poliey. The rPlatiwly limited term of protection granted to these induHtries will 
not h<·lp towartll'l a sound foundation and (•nduring structure raisl'd thereon. Such 
t•ntPrpri:-:<' cannot make permanent plans for long-term existence in a- competitive 
world. A policy of hm\d-to-mouth is ineYitably encouraged resulting eventually 
more in di>'»ipation ofr<>sources than in. proper husbanding, utilising and dewloping 
the indm;tn· safpguarded by adequate prokctiofi. 
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SECTION c 

Revif>,W of the effects of past tariff yolicy 

Question 21.-Would you attemp! a broad analysis of the effects of the actual policy 
pursued by the Governr"ent cf the day on the growth a'nd de•t:elopment 
of our major inchtstrie6 under the follou·ing heads :-

(a) Capital int•ested in the industry (]:aid-up); 

(b) Rated capacity ; 

(c) Output ; 

(d) Employment of labour (technical and non-technical) ; 

(e) Wage bill (technical and non-technical) 

(j) Earnings of management ; 

(g) Profits earned and distributed ; 

(h) Ex-1corks price and retail price ?. 

Generally speaking, it may be stated that the indigenous industry has den-lop
ed during the interval in all these respects. The brief note attached of the principal 
industries, which ha\·e received protection at one time or another or, which have 
derived some special advantage because of the ·war or some other adventitious cir
cumstance, shows the extent to which there has been great growth of the capital 
invested in. the industry, and the productive capacity and total output of each. 

India's national economy is essentially agricultural, nevertheless India was 
in the previous years eighth in the world's industrial countries. Tod')y with parti
cularly Germany and Japan out of the question India's position must be higher. 
The new orientation in the country's fiscal policy which began in 1923-24, gave some 
sort of a stimulus to industrial development with the very modest ambition of meeting 
a part of the home demand. The pace of industrialisation since then has been 
accelerated by the new policy of assistance and protection both by way of granting 
customs protection in deserving cases, and of giving preference to the products of 
Indian Industry in purchasing Government requirement:::. The prospects of conti
nued Government help and anticipation of good profit stimulated a growing flow 
of private capital into industry. New capital invested in joint stock enterprise
alone in the inter-war period was something like Rs. 150 crores. 

Tables VII and III give the labour engaged and the estimated potentialities of 
our leading industries within 5 or 10 years, as shown by the targets suggested. 

Imports.-The most important result of the policy of industrialisation adopted 
since 1923 was a noteworthy change in the ingradients of India's import schedule. 
Finished goods aggr~gated 84 per cent of the total imports into India, inclucling 
Burma, in 1920-21. By 1936-37 the corresponding percentage had declined to 75. 
In values the fall was from Rs. 27 4 crores to Rs. 92 crores. This is partly due to the 
heavy fall in prices in the latter year. A still rome striking development was the 
steady increase in the import of industrial raw materials from 5 per cent to 16 per 
cent in the same period. \Yhile the total value of imports declined by nearly two
third::;, the value of imports of raw materials increased by more than 10 per cent. 

These tendencies have been greatly accentuated by the last war. In 1941-42 
manufactured articles formed but 55 per cent of the total imports, while share of 
industrial raw materials rose to 29 per cent of the total imports. 

\Vhile heavily importing foreign raw materials there was no decline in her exports 
-<>fraw ma~erials. Between 1920-21 and 1936-37 exports of industrial raw materi.1ls 
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incrt>ased from 45 per cent to 53 per cent, while the exports of manufactured goods· 
declined from 36 per cent to 26 per cent. This contract is misleading as in the latter
year there was a steep fall in, the value of exports of cotton and jute manufactures. 
'llu• ;;ubjoined table IV and V gives the latest aYailable figures from 1941-42 to. 
l !148-49 both for Imports and Exports. 

Eefore World War II Industrialisation meant mainly development of then 
exi~ting industries, supplying mostly home demand for consumer goods. Very few 
nt>w industries were established whether for capital goods, key industries, armaments 
rJr for processing the raw materials that were then being exported. During World. 
'rar II ho\\ever its immediate and urgent demands forced a radical change as shown 
J,y the <l<·cline in exports of raw materials to 28 per cent and the exports of manu
fu·tures has ri~en to 47 per cent. The exports of manufactured goods shows an 
incn·a~e, while th(• cornsponding imports register a decline. 

Direction of Trade.-Still more n·markable changes occured in. the direction of 
thr- tr"dr. While in 1920-21 61 per cent of the Inworts came from the United 
King<lom, in I fl:36-37 only 38 per cent came from thl?re. The share of the other 
cu1mr.onwealth eountries increased from 5 per cent to II per cen,t during the same· 
pr·ri1 d. Oth(•r com1trirs like Japan, Germany and the U. S. A. supplied 34 per cent 
of our imp1,rts il1 19:W-21 and 51 per cent in 1936-37. After \Vorld \Var II the share 
of tit<· l'nited Kingdom declin,ed 21 per cent in 1941-42 ; but the other common
Wt>alth <·ountries improved their share to 40% of our total imports, while foreign 
('uuntries gave only 3!:1%, two of our biggest sources of supply,--Germany and Japan 
ha.\'ing <lisappParcd. They have di;;appeared not only from Indian Import Schedule, 
J,ut- also from the world market, and it remains to be seen how far the place left 
Ya('ant by them ean be taken ovrr by Indian Produce or manufacturers. 

On the export ~;ide the United K,.ingdom share increased from 22 per cent to 
3:! pf•r cf'nt LetwePn 1920-21 and 1936'-37 while the rest of the Commonwealth share· 
dedin<-d from 21 per cPnt to 14 per cent. Other foreign countrie~; relatively main.
tah\l'll their position. The war led still further to a decline in the share of the 
United Kingdom, a pronouned decline in the case of foreign. countries, and a rise 
from 21% to 30% il\ the share of the Commonwealth countries. This is explained. 
by the fact that Burma has become a foreign land, that British has changed into the 
Le~t ;;ource of 8upply of capital goods we all need. 

Bila!Pri.~m.-But the most radical change concerns India's international balance 
of trade. In all our ages past India. was a creditor country exporting more on the· 
LalanC'e than importing, excrpt in famine years. Even after paying the steadily 
incrp;t;-;ing drain of the so-called home charges the balance remained in her favour· 
wh.ieh was met by a con,siderable import of Bullion, notwithstanding attempts at 
dinrting that flow al~o to Britain. After the \Vorld Depression of tli.e thirties, 
iJ\tt·nsified by Britai14's sudd(•n and unilateral abandonment of the gold standard,. 
L1di1L b('canw a net exporter of gold on a large se<tle, thus meeting all hrr obligations 
dP;-;pitt· a fall in expurtf. 

During the world war II 193[)-45 the position once again changed. Indian. 
produc·l' all kinds, supplies and servicrs were progressively more and more in demand, 
LPc·ause of the war needs of the Allies. l\Iost of the sterling debt of the Government 
oflndia repatriah'd and converted into rupee debt, to facilitate the heavy excess of' 
Briti,.:h war purchases. :Notwithstanding the advent of the Lease-Lend programme, 
India eontinucd to supply Briti~h and allies needs heavily, despite the shortage of' 
shipping ;;paee and a whole host of regulations controlling exports. This brought 
about a heavy accumulation of sterling Balances in her favour in London, which 
are not even now paid off, though large amounts have been allowed to set off on 
ae('ount of war-time Brith:h stores and installations which cannot now be used or
n·moved by her. India's serious food shortage and pent up demand for capital 
as wf'll as consumer's goods for all these years has leq in the post-war years to a 
growing dificit in hPr merchandi~e trade, which uses up the accumulated sterling,. 
wh('ther as sterling or converted into hard currency. · 
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•Q1t~stion 22 . .!---JV ould ymt make a detailed anrdysis on the above lines particularly in 
r8Spect of the following industries : (i) iron and steel, (ii) cotton tPxtiles, 
(iii) sugar, (iv) paper, (v) matches ? 

Please give your answers for the following peripds: (a) at the time ~rlwn potec. 
tion was given; (b) in 1938-39; (c) in 1948-4.9. 

The note given above would suffic-e to answer this quetltion. in general. .-\.::; 
-observed elsewhere in the earlier period of 1U2:J-38 sen·ral industries wPre inn,.ti
. gated as regard» their claims for protection and in. many c·ases protection wa,; gi\-en 
·in one form or another. In 1938-39, 8 indn,;tries wPre on the protected Ji,t, out of 
which subsequently five have been removed. Only :3 of the major in.dn:;tries which 

.received protection con.tinuPd to do so. · 

In the pPriod 39-45, \Vorld \Var II sPt up abnormal conditions which stoppt>d 
any outside competition and at the samP time in.crPasPd Pnormously the <kman<l 

·for all sorts of commoditit>s prodncPd at home. All this added to the expansion 
and groV~>-th of inrlustry. 

This, howevPr, after six years of war, sufft>recr a setbac·k, partly beca~1se of the 
--disappearance of war expenditure of the Briti:;h and Indian. Gonrnmen.ts in tJ,i.~ 
country, and partly also bPcause of the sharp deelin.e in the produc-tivity of mac·hi

.nery, plant and equipment which wen overworked during the war. The country's 
transportation system abo was responsible for thi::> d<:>cline. 

Iron and Steel.-The outstanding instanc·e of an industry which has lw<·n dt>fi
nitely fostered by Fiscal Protection is the iron an.d steel indnstry, whose real growth 
has taken place in. the last two dt>cad<>s. Becau,.;e ofthi,; success, it has LPen l'l'I1l'Jnd 

from the protected list. Between the year 19:32-33 when the rPgular collection of 
production figures started, and the year l!l-1-0-41 thP :-;tpl'l ingot produetinn of t}w 

· com~try increased from less than, 6lakhs tons to more than I· 2 million tons. Durin~ 
the same period the output of fin.i;:;hed sted jumped up from 442,000 tons to \):!.),(JI •o 
tm~s. This development wgs accompanied by <m expansion of the aetivities of various 

. anc:Nlary in.dustries.like foundries, the strnc·tural stPel, wagon building industries etc. 
Last named having received an early promise of preference from the railways. In 
1947-48 and 1948-49 the industry showed a st't bac·k for a variPty of reasons not 
connected with its in.heren.t strength. But it i::> again showing signs of resurgt·nc·e. 

Textile.-The eotton textile industry is the large::>t of our modern. indnstries. 
For a long time it was deliberately handicapped by the so-called cmmten ailing 

-duties. But the protection began ii\ 1923 ha;; enabled it to reduce the imports of 
-foreign cloth from four-fifths of the home clemand to one-fifth. Stati;-;tic,.; giwn 
earlier are illu::>trative of the dPvPlopment. 

l\Iany teehnical improvements were effeeted by the industry during the period, 
'Chief among thPse being the installation of modE-rn machinery for spinn.in.g Wt'<~vim;, 
-and the development of new bleaching dyeing, printing and finishing proce,.:;;. In 
the post-war period it is mPetin.g nf'w difficultit'::> which are not due to any bl·k (•f 
.inherent strength. · 

81tgar.-Sugar is another example of an indu:;try brought to its present level 
by protection. ThE' ::>ugar output in 193:!-33 wa::> only about 300,000; but in }.) years 
·it has risen to ovPr a million tons. It now supports almost the entire honlP market. 
There has bePn a stPady improwmen.t li\ the quality of C<U\E' for which the most 
suitable seed has bef'n clPnloped after a long experinwnts at ('oimbatore. I'!ta.nks 
to the recent technological advances, facilitated by th0 C'entral Research ~tation 
at Kan.pur, a higher per centage recovery of sugar from ca.ne has ;tlso becomt> pos,;i
ble. The dovetailing of the several COil.I,ected industries ; thE' fullt>st utilisation of 

. all by products ; and the coordination of the industry with intensive <'l'it'ntific 
fa.rming has made the industry in some cases much mort:' economic to operate <m,l 
·profitable for all c·onct·rnPd. 



16i 

Pa.ptr.-l'aper industry is yl't another which grew bec~>.ul'e of the protection. 
palltt·ll to it in. Hl2J. The duty imposed on imported wood pulp some years later 
";ts in .. -;trunwnt<tl in the den·lopment of the production of indigenous bamboo pulp 
\1 hit-h is now the mai1~ raw material for paper making in the country. Recently 
J•!dp !lll'king Jtgs hl'Pil taken. ii\ h:u\d in c. P. and ii\ Assam. The production or 
fiw· \\Titin~ and printing papt'r increased mpidly in thE last decade. The same was 
1 Jw ('<L~f' \\ ith Kmft or packing papPr ; but in the absence of proper raw materials. 
f.,r m.tking nwdumieal.pulp, all diorts made by the Forest Research Institute to 
1 r"Uil('e news-print in. this ('OUntry have not succeeded so far ; and so the whole 
(.f (1\lf aimmtl requirements of about 50,000 tons of news-print, has to be imported 
fr"m a I.~ road. 

(,!llo_s/i•)/1 :!3.-Plwse indicate the significant features, if any, in the structure 61la 

organisation of protected industries with respect to :-
(i) size of the unit. 

(ii) tlteir location. 

(iii) the dr:v~:lopment of combinations, horiz011.tal or vertical, 

(iv) tlte development of ancillary industries. · 

(v) Any otlu:r subject that you may consider it necessary to mention. 

Do yon think the form or manner in which proteCtion or assistance has· 
bnn git·en to these indu.stries has anything to do with these features ?' 
Which of thPse features are in the interests of our economy and which are 
undtsirabli! ? 

!1~ tlw case ofmoden\, me('haniseu, mass produ('ing industry, the size ofthe unit. 
t·nterpri,..p tends to inerc<tse as the ecm~omies of large scale production can only be 
t·njoyt 1l if thl' unit is as large as possible. There is also a tendency for industries to 
he eoneentr.tteu, a::; is tlw case with th().Cutton Textile Mills whicll are located mainly 
in tlu· three L r.ti'P3 ;-;f Bu:::1!J:1~', Ahmedab<;,d, and Sholapur ; the Sugar Industry 
thn•t·-fourths of wllidt ill situatt.'d in the U. P. and Bihar; the Jute industry in and. 
HJ'(Illlld C'uleutt<t or tht' Iron anu Steel Industry with all its ancillarkb at Jam~hedpur •. 
Tlw <ttlntntages of speei<tli:;ation of industry which are in force in such concentm
t ioll,.: .. -pt·aking J,rn<:ll.ly, r.w in the interest~ of the country. 

l't,mhim~tiol~ among comp(·tmg firms teml.s, thanks to protection, grow. It· 
,..t·l·un·.~ the udntntagcs of thl' maximum possible cooperat.on, and consequent 
t·t·('""ll'it·,., antong thl· units iu UJ\ industry, wh.ieh may be passed on to tht consumer 
iu tiL" >-h<:.pe of lowt·r priee,.;, or to Labour engaged in industry in the shape of higher
W<~;!t'" n' \n·ll ;ts ]'rofit:-. to the pwrrietm and manl:lger. The ouu,tanding example 
.. ~ :!II t IJ( s(• 1s that of the Indian CPment Industrv. The f:ever~J factories in that 
intlu:--try were m.llle into A~:-oeictted Cement Coi'npanies, whose only competitor· 
lll'fure tlw \\'ar W<Ls the D<dmia group of the industry. As these combined during 
the \\";tr :•,;;,1t pool I'd tlu·ir n·soUH'<'>l, they wu e between thenu;C'lve::. responsible for 
:-omd Ling like H3% of the totd output of that industry. ' 

( 'omhin:tt ion :tl.~o has Ll·l'n fom~u economical in the cnse of Indian Shipping 
C(IIL<Tl'll"· Ti1,1.' priJLl'iJ "tl lP.1l.ia n-o\\ rwchhipping com erns all combined and. operating 
Hit ··r-,fully at:<' i l'>t th1·ir B1 iti:-.h competitor" still roott:d in this country. ""ith 
th< ir n-ry limitnl tollnagP, hnwl'n·r, thC',\" ean get only H. smaJl share of the av'lilable 
<·o;!.~L.J r•r on·r.-('a:< hu,lf'('""· XotLiJ.1g like a ('Omplete monopoly has beer achieved, 
tLP ('oml.im· <·J·'{"tiuu ~>nly fur the strer..gthelling of the weakc·I umt,<, nor has it 
«dlit·n·•t ::. \'llllll llt(' monopoly i11 till' CP.se of the combination of Construction Com-· 
l'aai<"' "J1i<h a<· able to proYide a<h·quate l'(juipnwnt on a l::rge scale fur a variety 
uf l'lltlTpri~:>l·~. 

A noteworthv t'(l:'C of vert i<"al cnmbinaiion ha£ o~:~urred in a Sugar concern in 
EomL::y, tiw l'r<;YiiHl' of wLidt: ho ca1~ 1rcdl.lt' 1 u\H·r l:dcl'llol and. dairy rrt;JdUct·, 
indn<ling milk nHd all milk p-uclucts and swEets, C11t1,)e dung prondes manure on. 
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·the spot as the canal providts water for the rattle, and cane ends provide green fodder 
for the .cattle, who in t.hei.r turn provi~le milk, thereby showing the possib1hty of 
-dove-tf 1L.ng one enterprise mto another m such a manner that the finished artiele 
-of one way be the ra.w matelid of another. Such a combination or joining of mutually 
<:onnected indm,triPs into a composite whole cannot but be regarded as benpficial. . 

This also an:.wers itPm 4 rdating to the development of ancillary industries. 
'The Iron and Steel industry has set a good example of den loping a number of such 
industries in the same centre after the principal industry had grown. 

Fiscal protection. given in the form of import duties, whPther ad 1:alorem or 
specific, natuully encoura.ges the domPstic producPr, protected against foreign 
-competition, to secure as large a slire of the home market a::. is possible. A mono
poly ordinarily aims, not at the greatest possibll' production and therefore the widest 
-development of the industry, but at restricted production, to secure high prices of 
the output. This is prPjudicial to the consumer as well as the workers enga~ed in 
the industry, and so to the country as a whole. 

Of the other features mentioned in this Question, neither the size of a unit, nor 
the localisation of any industry has reached such proportion~ as to be objectionablP. 

·Question 24.-If you consider that the undesirable features mentioned if any, 1cue 
due to any defects or dejiciencie.Y in the control exercised by Gorernment 
over the protected or a.Ysisted industrie.Y, please point out such drfecfs or 
deficiencies. 

SeverPl instances may be quoted of such defects, which havp, however, not al
ways been properly attended to. For instance, some years afte1 prot~ction was 
granted to the local sugar industry, it was found the cane producer was at a <li:s
advantage vis-a-vis the factory ownPr. It was only after some experience had been 
gained that measures were adopted to ensure a. fair share of the improving fortmws 
-of the industry to the producer of its basic raw material. 

The biggest dt feet, however, .is in regard to the consumpr's burden. It h<1S been 
suaaested that the burden of fisc~d protection is borne by the consumer, who has to 
pay"' a comparativ ~ly high plice for the produce of such protected industry, 1\hile 
it is building up its position to a competitive level. This is a sacrifice the country 
may well bear if there is assurance that, in comse of time, whl'P the industry becoml's 
self-sufficient and able to stand competition from any source, prices of thl' home 
product would be appreciably lowered. Either the protective duty would be rl'
moved when the industry no longer nePded such aid, or price3 of its products be con
trolled and re-gulated. Tnis has not alwa-y::. been effected in this country w.tnll' under 
a For<'ign GovPrnment. The princip'll ind11stries which were fhst to receiw· protec
tion w-:re p.fter 10 to l.'l ypars remowd from the Jist of protfcted mdustriPs. :S..U, 
the prices of their products have not materially declined. One explanation of the 
continued rise in the price level is GowrnmPnt ':::;own policy of inflation begun durin!;! 
the wai, and continued almost nnin.tPrruptPtlly therpaftl'r thougi1 in varying dl'~'Tees 
of intensity. _\\'hile Gowrnment is unable to eheck its sins of commission and omi,;
sion of this kind, it would not be in a po.;ition. effecth·ely to cure such defeets in 
the working of local industry. 

Question 25.-To what extent has the protection or assistance affordtd to an industry 
resulted in (a) its progressire mechanisation, (b) the introduction of 11ew 
economies and other technical improvements (c) the optim~1-m utilisation 
of indigenous raw materials and b-y-products. 

Please illustrate 1cith examples dra·uvnfmm yO'ur I."T!mcledge or eJ:perience. 

The statistics given earlier in regard to the progre:,s of protected industril's tlw 
1Trowt1' of the number of establishnwnts in each such in1lustry of thP (·ani tal investt·1 l, 
~ml labour employed, of the raw material consunwd, and tot<JJ production, would 
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guffic~ for answ(>r to thi::~ question; The case has also been mentioned of the Iron 
and Steel Industry as well as of the cement industry, which, by properly organising 
the industry, utilising and developing all ancillary industries and otherwise rationa
lising, production has helped to effect economi{$ in. the internal organisation of those 
industries, and their general working, which would not have been possible if they 
had not been sure of their own ground, an.d were faced with remorseless and relent
le~s foreign competition.. 

Que.~tion 26.---':Has the protection or assistance received by our industries indttced any 
substantial increase in the supply of-

(a) technical personnel required by the industries. 
(b) skilled labour. 
(c) semi-skilled labour. 
(d) stabilised industrial labour force. 

ArL"!Wer to this question also has been. provided in. the form of statistical material 
and explanatory comments on. the same, relating to the development of technical 
and training institutions in the country, or facilities. for skilled labour increasing in 
rrcent y<'ars. · 

So long, however, as the available industrial employment is disproportionately 
,.;mall and limited ; and so long as agriculture continues to be the principal source of 
liv<•lihood for the largest proportion of the population, stabilisation of labour force 
in industry, as mentioned in (d), is difficult to form. The remedy is to st.rj..ve for 
a more halan.ced economy, wherein the undue pressure on the soil would be dimini
~;hed by alterath·e employment being created in modern industry, and ancillary 
HPrvi<'es or Transport by land or sea.," commerce and general administration, including 
management of industry. The Commission must, therefore, interpret their Terms 
of Refer<'n.ce widely enough to include these objectives, and frame their recommenda
tion.8 to achie,·e this end. 

()ur.stion 27.-To what extent, if any, has industrial research been initiated and 
fostered by the protected and assisted ind·ustries ? 

In. more than one case has an industry developed its own technical research or 
assisted it. The old time method of working and learning was putsued, all the more 
easily as the growing vogue of automatic machinery dispensed with the need of 
1wn;onal attention, ~;kill or exertion. In the more modern industries, they are sub
:;tituting praetical training in their own establishments or combining to set up a 
<"l'ntral ltt>search Institute to serve the needs of the entire industry for technically 
trained pt>rsonncl and higher scientific research. The Sugar Technological Institute 
at Cawnpore, or the Cotton Research Laboratory at Bombay ; or the Bombay 
"Vnin·rsity D{'partment of Chemical Technology and Textile Chemistry, may le 
(·ited as instances where an industry itself encourages or fosters research, either by 
:-;p{'eial H·hola.rships for research on specific problems, or large-scale endowments. 
The Tata Iron and Steel Co., has its own fairly large-scale research laboratory, specia
li,.:l•d for that particular industry, and used for the benefit of its own employees 
primarily. Other industries, however, depend upon the general progress of scienti
fic education., technical training, and high grade research in. the Universities and the 
syst{'m of public education in general for advancement of technical skill and research 
<·onncct{'d with their institutions. 

Qur.stion 28.~'Do yo1t consider that the revenue tariffs imposed in the pa8t have 
had any apprrciable effect on the growth and demelopment of our industries 
and on the course of our eXlJOrl and import tradf-? If so, would you illus
trafR your finding with some examples dramn frdm the trade or industry 
of which you have knowledxje or experience ? 

No. 
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Question 29.-What are the broad effects of the tariff policy pursued by the Gornnment 
betu'N'.n 1923-.)9 on the t•oltumP, character and geographical dit:<tribution 
of our (i) import, and (ii) export trade ? 

(b) To what extent was the relative importance of 011r domestic and foreign 
trade affected by this policy d11ring thi.s period . . 

The ronswer to an. earlier question. above wht-n• !olta,tistic.:J tu,bles h:'>YP !wen 
apprnded and genc>ml observations m1Hle would suffice in. this c>ase. 

Question 30.-Do you think that the development of any of the protected industries u·as 
hampered by the policies pursued or the measures adopted by Gournment 
in rgeard to matters other than protection? Please gire examples. 

Three or four instances can be mentioned in reply to this question wherein 
Governments policy, apart from fiscal protection, have indirectly affected the deve
opment of local industry. 

(i) The change of ratio in 1926 between the rupee and the sterling from Rs. 
15=£ 1 to £ 1= Rs. 13 1/3. has adversely and obviously affected the scope 
for the export of Indian goods. The continued link between the Rupee and the pound 
sterling, even after the latter had been dislinked from gold, and suffered a &teady 
though concealed depreciation, during the ·world Depression, the War, and 
after, still affects the development of industry in India. India was throughout 
the British domination neYer allowed to manage her o·wn currency system, in her 
own way, to suit her own interests. E;-en when all· other countries, including 
Britain, were manipulating their currc>ncy and exchange as effective, though tem
porary, remedies for stimulating local in(lustry and exports, India was held faf't to the 
Sterling ratio, raised by 12!%, even while Sterling itself was steadily depreciating. 

India, however, today, though in independent, sovereign StatC', is not imme
diately in a position to reverse the fixed ratio, since, :rom having been a creditor 
nation for decades past, she faces the likelihood of becoming a debtor country. with' 
a heavy and growing balance of trade against her even though the so-called "Home 
Charges" have disappeared. Those, howeYer, who have the shaping of thP fiscal 
and financial conditions of the country should not onrlook the dt'vice of Exchang:e 
ratio affecting very materially the succ>ess of the country's industry. 

A second exampl~ oft he same kind is in relation to the Transport system, within 
the country, an<l particularly the railways, whose rates could be effectively manipulat. 
eel to help local industry. These are utilised more as a source of easy tax<ltion or 
monopoly profit, than as a price for service rendered by a public utility. Ew1y time 
the Government in India were in need of more revenue, railwav rates and fan·s WPre 
increased, or surcharged, irrespective of thC'ir reaction on the" local industry, trade 
or aeneral economy. This is highly objPctionable, the more so as it has a prejudicial 
eff;ct on the country's industry which is not always perceived. 

The general financial policy including taxation and expPnditure, is ;uwtllt:'r 
example of the samC' kind. The Roosevelt administration in the Fnited States, 
tried on a large scale, and with c>onsiderable success, incrt'ased public exp·mlitnre 
from borrowing to stimulate American industry during the Deprt'ssion and increase 
employment. The Go;-emment in India have yet to recogni:::e the U~(' of rublic 
expenditure, wisely laid out, to inc>rease employment and productivity. The n•cent 
increases in tax ratC's have scared industrialists to such an extent, the nnexpedfd 
depression has resultC'd without an'y obvious justification for it. Even in the nwtter 
of Customs Duties, the prc>sence of ren:nut' duties makes the aim of fi;;ca 1 rrutt d ion 
complicated, if not ineffestiw. 

One more example may also be adllecl; that of the Grow-~IorP-Fuoll cam['ai~::, 
and its reaction on industry. \Vithout qi.1C'stioning its necpssity, one may, however~ 
point out the disadvantageous consequencEs of uncoord;natetl ndu ~ :. n of area 
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&.vailable for the 86-caiied. "Commercial Crops;;. These give the raw materia{ ot· 
industry, for instance, cotton, or jute. And if the volume of locally ~vail~ble· 
raw material is reduced, indigenous industry would have to depend on foreign una-:
port,-which may be relatively costly-or starve itself. Such ~easures have a 
double aspect which is not always realised by those who are earned away l>y the. 
moment's enthusiasm. · 

SECTION D 

Factors in the formulation of a new Fiscal Policy 

Question 31.- Jrhat in your assessment is the relative importance of the main cAange.l 
in the pattern of our foreign trade which hat·e taken place in the period. 

(a) 1939-45, 
(b) 1946-49. 

(a) During the War years 1939-45, it was impossible to procure the caiptal or con
sumer goods which India did not produce herself, and for which her usual source of 
supply used to be Britain, the Dominions, the U.S.A., Germany and Japan. Ger
many and Japan were, of course, out of the running altogether, during the. War. 
In Britain the local industry had to be diverted almost entirely to war purposes, 
so that hardly any plant was available for civilian or consumer's goods. And the 
same might be said about the British Dominions like Canada, or allied countries, 
like France. 

In the U.S.A. up to 1941, civilian production continued; but the ·war demand of 
Europe for those goods as well as munitions was so intense, the possibility of U.S.A~ 
joining in the War was so imminent, and so rapidly growing every day, that even 
before the U.S.A. entered the, War officially, the Lease Lend System had been evolved 
mainly to supply the war needs of British and her Allies. When America joined the 
'War on her own account. the entire productive organisation was turned tcwardl!l supf• 
lyiniZ her own and the Allies' war needs ; so that the civilian demand in countries 
like India, either for consumer or capital goods, had to be almost utterly deniEd. 

This was the chief explanation of the series of regulations which came to control 
Loth Imports into and exports from India during. these years. The control 
grew in scope and volume as the war intensified till the larger portion of the entire 
foreign trade was covered by it. • · 

· · · '.fhjj groWing' ·ecarcity (lf shipping also was responsible-:-certainly af~er th~ unres
tricted submarine warfare which Germany began, and which Japan follow~d·,up 
when she to<>' entered the War. Prices also rose very steeply but as Indian Industry 
an·d production of all kinds began to get ev:er higher prices, :·that would not by itself 
hinder exports from India or imports into this country by itself: But comiiig along 
with other factors, it affected the· industrial position in lridia, favourably eve'n if 
te~porarily. 

The chief consumer of Indian exports like cotton, both raw and manufactured.:_ 
were, before the War Japan and the countries that had fallen under her domination. 
As they were cut off by the 'Var, and as trade with free China was materially impeded 
the principal exports of India naturally suffered a decline. Other articles like Jute, 
came under the influence of Lease Lend. The factors which affected imports also 
showed themselves in connection with the exports. That part of the trade had also 
therefore to be controlled. · 

(b) After the end of the War new difficulties have cropped up in this country as well 
as outside to influence international trade. The process of rehabilitation andre. 
construction, which the principal bel1igerent countries including Britain and the 
United States, had to take up, is not yet completed, except perhaps in the United 
LS M. of Com, 
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~tates. But the aftermath of war and th'e·! prevailing tension in international rela
:tic;m!'l,inwines A~erican energy to prepare for the next war ; or to strengthen the Allie_s 
.(e,g., l',y.the l\Iarshall Aid Plan for European Recovery) which ·she may expect to have 
.if and when that war comes rather than to emphasise normal production and trade. 

·' ·The prevailing scarcity of Dollar Exchange operates in the same direction making 
·trade with the so-called 'Hard' currency areas more than ever difficult particularly 
. .in regard to imports. 

British economy has been so affected by the War, all Britain's foreign invest. 
·m.ents having largely disappeared or used up, and her shipping substantially des-
1;royed, it takes her all her energy and determination to revive her local industry and 
· l'econdition trade in the altered situation. She has now very little of those 
'"mvisible exports" which came to her as interest on loans to foreign countries, 
·profits of capital investment abroad, shipping freight, banking commissions and in
ii!urance premia, not to mention the payment for the services of her nationals in 
. foreign countries which formed such a substantial portion of the "Home Charges" 
from India before 1947. Notwithstanding all efforts at increasing production, 
Btitain is now a heavily deficit country so far as the balance of international ac
count is concerned. She has a very large adverse balance every year against her. 
For a time this was got over by the Anglo-American Loan of nearly £1000 million. 
But that loan was exhausted much sooner than was anticipated, and the problem of 
.making her exports pay for her imports is more acute than ever. 

. Those countries consequently which are linked with and dependent upon sterling 
ha-ve reflected difficulties, even if their own economy may be intrinsically, sound 
fmough to return rapidly to normalcy after the \Var. In this country as remarked 
'~1ready the situation has radically changed since the Partition owing to un~xp<>cted 
problems, like food shortage, shortage of raw materials, and the grov.ing demand for 
·cc::insumer and capital goods. Imports on all these accounts are intensely needed. 
The exportable surplus on the other hand has suffered heavily on account of the 
partition, which has taken away considerable areas producing food and raw mater
i~~ols. The staple of Indian exports, jute and cotton, supply of food stuffs like wheat or 

''-Other raw materials, has thus suffered. Tea remains the only principal export yet 
unaffected. · The manufacturing goods which are increasing in volume are however 
::still i,nsufficient in many cases to meet local demand. Their figuring therefore 
o0n tha export side is limited .. 

India thus suffers from all the hardships of a deficit country and sees no ray of 
hope of reconstructing and rehabilitating her national economy, within a reasonable 
period, to be self~sufficient, if not a creditor country, or surpl~s exporter on the 
balance. · 

: Th~ . ab.t~~A~ o;{. ~ny li~mt(l. PJ;Wa~ ~t>f ~<:~~UVG~d~ab.i¥t~~~9n ~r re
OJ"deriPg;> .t:\l.t~ ~~Iimnt.Y Qf~.4efini~~ il~~Y .w.~~ti~l ~w~ws, lil\e· ~.-qqli~: p.n~~cti· 

,.inclWl,ing' -~J.~\i®J, C~{'PCY. an,ci· -~~~~:m.¥e~ ~ak;es '~~ Aerve . c~~re~. 9f fu~U:strt 
extremely shaken, and unable to get on wxth the process of reconstruction, -~~c~ ~. 
it llla1. be in th,eir powe~ to effe_ct. · · · · 

I • • • ' I • I . ' ' I ' : I . : l ~ • • : 

India ·had, no doubt, considerable balances accumulated. d~g the war YeaJ:S 
in sterling, and kept in London, at the time the War came to an end .. But these 
balances were not and could not be made available .immediately for conversion 
into hard currencies. Nor was Britain herself able to supply all the needs of India 
in the matter of her industrialisation, post-war planning or reconstruction. The 
only available remedy for India was thus inaccessible. 

The food shortage within the country has intensified the exchange crisis. Ac
cordingly ships, plant, machinery and equipment-which are absolutely indis
pensable for rehabilitating the national economy of this country, and placing it 
-- n nAPn'IA.l <ll r1 T'l'()crJ'P.AAlVA footinO'-SI.rA lmnnRsihle. ··vu A .a.n,.., ........ _ • .., .. ~ :--o--·- ------c --- -r----- ... -· 
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()uestiort 32.-Would you briefly analyse tM effects of the (a) kgislativE. and (b) adminis
trative ~asurts rel.ating to the ~rol and regulation of our foreign 
tradt which Gov£rnment have had to adopt during these perioils.,.#Jn (a) 
our import and export trade and (b) tM grou:th and devt.lopriient oj -our 
industries 1 · 

As legislative measures have been mentioned in' reply to the previous question 
it would suffice, generally speaking, to answer the second part. · . 

The import and export trade policies and their administration were not con
ducive to the growth of industries. After the termination of the War, for one reason 
-or another, import of a large number of consumer goods, the production of which' 
was either already sufficient or could be easily stepped up, was permitted freely 
tO. the detriment of existing industries. But import of essential items like metals, 
engineering stores, machinery and machine tools which were not produced in ade
-quate quantities was not allowed without a licenc&. Again the existence of res
trictions on the export of manufactured goods and the prohibition of even sending" 
samples in some cases to foreign countries prevented the restoration of pre-war
trade contacts and restricted the scope for development of indigenous industries. 

-Question 33.-To what extent have these changes affected the fundamental, premises 
on which the recommendations of the Indian Fiscal Commission of 1921-
22 were based 'I Please i!lustrate your reply with examples drawn from 
the trade or industries with which you may be concerned or about which 
you mag possess adequate knowledge. 

The baRic premises of the Fiscal Commission, as stated elsewhere, sought to 
-give India a fiscal policy, which would afford " discriminating protection" to in-
-dustries that had reasonable hope of success, within a. limited period. These expecta-
tions were founded on the availabili~ of raw material, sufficient in quantity and 
suitablE> in quality ; cheap and adequate labour supply, skilled as well as unskilled ; 
.and a. large and growing market at home. Fiscal protection was also to be 
cooditioned by the fact that, without it, the industry, otherwise suitable would 
have no chance to grow. This protection was, further given on condition that 
no undue sacrifice was involved upon the consumer, and that within a. stated period 
.the industry thus protected was able to stand on its own legs and ·face world 
~om petition. 

For reasons mentioned in answer to previous questions, these pre~es canno~ 
hold good to-day. Nor can the limited objective and stringent cori.ditio:QS assumed 
.and prescribed by the earlier Fiscal Commission be wholly maintained. AS this 
part of the question has been dealt with already, no further remarks are necessary. 

~ • • - • • : • , : • :, • J • r • - -· J ' .• 

.Question 34 . .:._Jn thi light of your .analysis and .appru;iatian,. wlw.t .i.t. .the. r~ive:, i~ 
· ' ' · portance vou W01Jkl oJtach. tu.ntkr. 'presem.il.ay wnditiJma ~ ~gQp_emmentr:U 

~rea~Jor .the 'promolitm.ot 011,r .Jra<k and·.i?id.?Uttry 'wit~ cmaJ~Lkc 
broadl!J 'cla88ijie:d -u?,Uhr Jke folloWi1'iJ;. ;IJeOiU.; 

(a) Fi.scal measures. . . · 
(b) .Nf11!:-fi~cal ~.~!M•, 

So far as fis~al measures are concerned, the commonest form is that: of cuatom.1 
-duties on im:Ports ()f, foreign products competing with those of the prdt-ected; fuduatrj' 
:at home sufficiently high to set off the initial disadvantages or handicaps of . the 
relatively newly planted competing indigenous industries. These have limita -and 
may be counteracted. Other forms include subsidies or bounties in cash on certain 
conditions to be fulfilled by new industries or existing ones. The bounty fed or sub
sidised industry or service must be sufficiently important, vital to the very existence 
of the country to justify the direct ourd.en on the Exchequer that such bounties or 

·subsidies involve. There is also the danger that in times of financial stringenoy 
this form of direct cash asaistance may not be continued, T n a democracy or Party 
·GovernDlent th,is danger is not merely nom~ but quite real _and mena.cir g. 
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Special trade agreements with likely consumers or sources of supply may be 
-entered into so as to secure definite markets for the advantage of the local industry. 
These agreements are now-a-days quite common and regulate the greater part of the 
international trade. 

Of these measures by themselves, the first has its own importance. However 
excesssive :mport or export duties may he given an invidious ap~rance of narrow 
nationalism or exclusive economy to emphasise the need of building up local industry. 
Subsidies and bounties_ are a more direct form of assistance which foreigners cannot 
object to. But they would appear in the light of a burden upon thE' tax payer, which 
in the pro:;ant financial position of the country, may not be desirable. They are 
usually given in sufficient amounts, and often grudgingly ; and so they are not an 
easy and popular form of granting real help to the country's industry. The per
ception, moreover, by the people of the advantages of such methods which involve 
direct disbursements from the public purse is so slight, that this form of industrial 
assistance by Government would run the risk of being discontinued at inconvenient 
moments b~>fore the industry can be said to have arrived at maturity. For these 
reasons, however effective such methods may be, they have relatively been less 
important in building up industry than Fiscal methods of indirect aid by import and 
export duties sufficient to counteract the disadvantages with which a new industry 
starts or an existing industry expands. . 

Of non-fiscal measures, such as manipulation of Railway Rates and Shipping 
Freights for the carriage of locally maufactured goods or raw materials, or imported 
machinery, its parts and accessories, special concession by way of exemption from 
import duties or other tax exemptions, licensing of industrial Establishments etc. 
have all played an important part in building up modem industry in many a Euro
pean country and in America ~nd they still have their place in the fiscal system 
of an industrialising country. 

As observed in answer to a previous question, Railway Rates in India have been 
fixed by Government, which owns the railways, more with a view to make up their 
Budget deficit whether in the Railways themselves or in the general finances, than 
to enable the railways effectively to serve the country's economy as a Public Utility 
service. Special concessional rates in favour of local industry were unknown. 
On the contrary "block" rates to carry away raw material advantageously, or bring 
in foreign finished goods to compete favourably with the products of lndia.n in
dustry were the order of the day until recently. 

Shipping freight for Indian trade could not, even if the country~s Government> 
wanted to, be· manipulated· in favour of Indian Industry because of the presence of 
foreign ship .owner. in Indian wat~rs who would not be amenable to India's needs.. 
. The ~lescoping of shipping freight with railway rates was equally impracticable for 
,Jndia's· benefit .. , _This form oLassi.Stance "to local industry the Government of India 
have not exploit!:ld and do_ not stiij. do so to any appreciable extent or in any scientifi(} 
manner. 

Yet other forms of effective aid in appropriate cases iriclude cheap loans, guarantee 
of dividends, guaranteed purchase of proportion of the output, technical tra.ining for 
etaff· ·and provision of expert advice from abroad, statistical information regarding 
. markets, special supervision in the. organisation of industrial concerns such as 
Joint-stock Companies or co-operative bodies, Trade Marks Act, Merchant Shippfug 
Act and the like, hav<> been known in other countries to have influenced materially 
in building up local industry and shipping. 

Each of these methods, dtlvices or expedients has been or is being tried by even 
advanced industrialised countries, like Britain. The Cunard Shipping Company 

.. for example, has r.een a.d;a'lc(l(} at very low rate of interest the capital cost of build
ing the two la.rgt'~.:t -<-esse·s of th~> world-the Queen MiJ.ry and the Queen Elizabeth. 
Other companies have ~n aided by direct subsidies, particularly those owning 
tramp steamers. Receut uaJe agreements ha.ve included clauses about q,uow 
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which would guarantee a. certain market for the products ot protecW industries. 
Even Soviet Russia has had to obtain foreign experts on a. large scale from countries 
with a way of life radically opposed to hers. Trade l\Iarks and Merchant Shipping 
Acts have helped, and help even now in giving special conCE-ssion or advantagelto 
local industry, and discriminating between several countries of origin of imported 
goods to secure some advantage for our goods. \Vhile the commodity used statutory 
system of licensing every establishment might be utilised as much to guard against 
abuses, as to assist our own enterpr:se. All these are practised in a very, very limited 
and half hearted manner by the Govemmf\nt of India though in other countires they 
have beeen tried \\·ith hanrlsome results. 

'TI1ere is one form of encouragement to local industry which cannot be brought 
under offici:1.l Fiscal Policy, but which is nevertheless effective in its results in the 
wholesale deliber: .. te disclimination in favour of one's own products. \Ve have an 
exc_·llt>nt precedent of Britain within the la.st decade in the so-c3-lle.d "Buy British" 
<>ampaign. In this country, the Swadeshi campaign which wa.s exactly on a par, 
met with a sturdy opposition from the t~en Government of India for r.:lll.SOI\3 easily 
im1:.ginable. The movement nevertheless developed a. sentiment which is much 
more valuable to the local industry than it could have beei\ "in the past. For instance, 
the continued existence of one large Shipping conCE-rn in this country, in spite of 
ruthless and powerful competitio.1 from foreign vested interests almost monopolising 
our carrying tr.:1.de must be ascribed in no small measure to that sentiment. The 
.reasons which prompted the old Government of India to resist these concrete 
manifestations of the Nationalist sentiment no longer opera.t~. The new popular 
and responsible Govt'rnment will find th'lt this sentiment, if ca.refully cultiva.~ed and 
.J..Jibentely stimulated by mean<> of all the mJd"n org.tns of cllLivating public 
opinion or propag.:J.nU:t,-like the R:tdio, the Cinema, the Sc·h 1ol, the Church and the 
Public Phtform-xill pr Jve inv ..1.lu ~bJ.~ mt only in an e:.::-ly :1ttai ~ment of the principal 
ol,jt•ctin•, but al"o in resa.ving or avoiding all emba.rrJ.ssm(>nt rega.rding complica
tions with oth ~r countries ari.~ing out of Tr.1d'3 Treaties or other oblige.tions. This 
uir,,~·t form of public as-;i:-;tance CJ.n be suppor~ed by indirect methods and prove 
mu('h more elf ·ctive both,- fo: th') sho:-t te.·m &"l.d in the longrange and the country's 
i1vlu~try coulct b) inten'>ively and r.:;,pidly developed as planned. 

F"'r r.:>r.sw .. s expLin.ed earlier, the pre\ious Gowrnment of India did not, could 
not or woull. not adopt any of these. Our new n c.tionP.l and populr.r .Govern
ment, which now has complete control of our destinies has no such inhibitjons. 
Vnfortw1attly, for the moment that even if it wan~ed to adopt these expedients or 
any of them aggres:>iwly it is not in a position to do so in any degree that would 
bring definite substantial results. Efforts are indeed, being rea.de, as mentioned 
above to build up training institutions an~ scientific research which coul<! be lu
rwssed in the service of industry. But these will take time and even when they come 
it may be questioned if all the advantages expected therefrom would be reali~£d. 
India. would have to place her house much more in order, befvre ~he could be free 
~nergetically and effectively to build up her national economy to ensure the Iros
_pority of the country and a. civilised standard of living for her people . 

. Question 35.-would you indicate the extent to which an appropriate tariff policy can 
further our foreign trade and assist in the development of our indu.striest 

An appropri.l.te a.nd cle~r-cut tariff policy, consisting not only in import or export 
·duties, but a properly co-related systematic well thought out policy in all its several 
forms and df'vices e:tch suited to the different needs of the. severe.l industtics, and 
a.lso fitting in tho aggregate national economy, would help U]idly to develop an 
intensive all-round industri .. lisatio:l of the country so as to make a. harm mious and 
sympathetic whole. It ~:.hould avoid PXCc-ssive emphasis mC'rely on th•) building up 
·Of larger industries. For such excessive or one-sided emphasis. might create new 
·problems by lopsided development. A balanced economy, wherein due place would 
.be given both to agriculture and industry, to all the ancillary services of banking. 
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transport, insurance and commerce to all utilities and amenities which me,ke a decent 
stand.'lrd ofliving must be the ideal sought. All measures of policy should le adapted 
to attain that ideal. 

Question 36.-What in your judgement should be the objectives of tariff policy in a short 
period? 

This question demands a diff0rentia-tive as between short term and long range 
policy, but requires the answer to be confined to only short term mcasures. ·we would 
suggest that for immediate effect our fiscal policy should be framed and the measures 
taken in pursuance of it must be adapted to the immediate needs. At the present 
time the main difficulty of large scale industry is in regard to the procurement of 
new capital goods, including plant, equipment and machinery, their parts and acces
sories. This difficulty is for the moment intensified by the shortage of foreign ex
change particularly In 'hard currency'. Measures must therefore be taken whether 
as part of the country's fiscal policy or otherwise, which would obviate or remedy 
this immediate dtfficulty, and provide the equipment necessary for existing and new 
industlies to expand and develop. And pending this establishment of large scale 
mechanised industry, its smaller cottage-scale counterpart should be actively re
organised, recondLioned and stimulated to make up as much of the gap in consumer 
goods as pcs;i1le. Moreover short-period activities should be confined to large scale 
consumer goods indus~ry and directed by the centre cottage industries may be pursued 
by the Provinces. 

The policy of protection by customs tr.riffs manipulation1 in the she,pe of export 
and import du~i€-s m~y dso be red<;)signed and r,dopted to the more urgent require
ments. It must be h·umonious with the rest of the economic policy, including all 
branches of Public Finance. It must at the same Cme be approprhte to provide 
scope for indigenous industry to expand and develop for the supply, primarily, 
ofthe whole of the home mDrket, for the employment of :>Jl avdlable loceJ Ltbour, 
skilled or unskilled, and for capitd mvestment eqmJ to the Industiid poter,d l. 
It must, fin~.lly be sufficient fur building up the g<:-neral prospoity of the country 
and ensuring a better standr,rd of hdn.g for its people. 

·The objective m new, therefore, even in short term development of particular 
industries which may ask for protection or which the Commission. feel woulu deve
lop effectively with the aid of protection, should te a bdanced economy and 
attainment 1of national self-sufficiency in as wide a measure as possible in essential 
requirements which should not be lost sight of. 

Question 37.:_The .Minorities Report of the Indian Fiscal Commission of1921-22 
expressed the view that there should be an unqualified announc£mtnt 

. that the Fiscal Policy suited for India is protection. Do you agree with 
this view 1 · 

Certainly. While ·the country has to budd up all the 'kcy' industries as well a.s 
the vital essential services, not only to ensure material prosperity and a. decent 
standard of'living for the mass of the people, but also in the still larger interests of 
national safety, secutlty and mdependence. Such declaratiOn of natxonal policy 
would be as legttimate as It 1s necessary. \'Ve hLve a heavy leeway to make up in our 
industrial development and economic prosperity; and it would be futile to expect 
to realise thif> objective without such a policy and definite, adequate mfasures taken 
in support of it. The ideal of National Self- Sufficiency in vital and essent i.al 
reqdremen.ts held out in these answers and of securing a properly lalanced economy 
also repeatedly emphasised, demand that the only suitable pohey fer the country 
is one of adequate and effective e,id and protection in appropriate forms, given to 
enable new industry. to build itself up to its optimum capacity, and existi11g ones to 

·recondition, rationalise and expar\d themselves so as to secure all possible economies. 
and meet th€- maximum possible of the home market demand at least. · 
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It is for these reasons that the policy of adequt..te, effective and appropriate, 
and sufficiently durable protection should be emphP.!"ised by this Commission no 
less than by the Minority Commission of 1921-22. 

Que.stion :! 8.-lf, so, what principles and condition& would you lay doum for regulating 
the. grant of protectic:n. or assistance 1 

Haring accepted the principle of adequate, effective and sufficiently durable 
protection to all suitable industries in the country, this l\Iemorandum would not 
limit or condition that by considerations which seem.to have weighed over much 
with the Fiscal Commission of nearly a generation ago. The a.pprehension of· a. pro
tectionist policy proving a burden to the consumer, or the community as a. whole has, 
as already pointed out, been misconceived for obvious reasons under the then politi. 
cal and economic condition of India working in absoiute subordination to the Econo: 
mic Imperialism of Britain. They are not likely to occur in reality. In so far, 
however, as it does occur notwithstanding all precautions it will be more than counter-. 
balanced by the establishment of new industries which will compensate for or avoid 
the really burdensome character of Fiscal duties and of other appropriate forms of 
effective protection to indigenous industry. 

Xor need it be assumed that a protectionist policy towards industries would 
necP:<sarily be burdensome ; it may take the form not of import or export duties 
but may be equully well found in indirect measures imperceptible in their effects 
e.g., manipulation of freights on railways or waterways; exemption from taxation; 
spPI'ial currency and credit facilities ; provision of technical personnel and expert 
ach·ice; imprm·ing the general educational system, and affording amenities for wor
kcr>l Ro as to increase their produolive efficiency and a number of other cognate 
expedients or deYices which would be beneficial in the long run to the community 
as a whole; IUJ<l at tho same time hdpfnl_ to the industrial gro"-th of the country. 

OthPr speeitic conditions for according protection, like availability of raw materials, 
of labour, and of market; or the inherent possibility of the industry thus developed 
to withstand compt'tition within a given period and stand on its own legs, suggested 
by tht:' earlit:'r Fiscal Commission, are necessities of the real and lasting gromh of 
any industry. To stress them, howe,·er, by making them each a condition pre
cedt:'nt for the grant of protection is apt, in the ordinary mind to overlook tl;le still 
more m·erriding considerations of national safety, security and self-sufficiency in 
essential needs. 

We would, therefore, not insist upon these conditions as the sinequa non of 
granting protection to any industry which on investigation is found to be. in need of 
it. The development of industries in our view should be a. matter of general polic:t 
and planned programme ·by the National Government on ·a. nationwide seale of 
de,-elopment, in which the Fisca.l policy, financial measures, education and other ad~ 
vantages would be integral parts and inseparable concomitants. All would, more" 
over, be integrated and corelated, one with the other, so as to make a comprehensive 
and consistent scheme of development. In such a carefully divised, corelated and 
comprehensive programme, no deta.il, like these conditions, would be over
emphasised at the cost of losing persptJctive, proportion 01' b:J.la.nce of the whole 
picture. · 

The only condition which need be mentioned at a,ll is in regard to an industry 
bein(}' suitable to the country with reasonable possibilities of development by the 
foste~in(}' care and encouragement of the State. It must be essential to the ver-y 
existen~ of the country as an independent nation, or vital for its aggregate national 
economy to be maintained. It must function smoothly to achieve a. pre-determined 
objective or goal. 
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Question 39.-Would you, in the application of the formula or principle, if any, 01' 

in the administration of the policy in general, like special consideration 
or priority to be git•en tc. any 1-articular classes of industry 1 If so 
rlease. mention classes. 

This is a matter for some kind of an overall National Planning Authority to 
advise upon. Such a body itself would have to be guided by the pravailing condi
tions and circumstances under which such policies have to be framed and measures 
to be carried out. For a country in the position that India is today, and under the 
circumstances now obtaining in the world, priority may have to be given:-

(a) Industries indispensable for the maintenance of the country's defence
safety and security. This wjl include not only industries directly connected with 
the production of armament and 'ammunitions of all kinds ; but also all vehicles, 
instruments or apparatus concerned with the organisation, equipment, 
movement, feeding, clothing and housing of the defence forces by land, air or sea as 
well as their auxiliaries, their health and education. 

(b) Industries relating to the production of primary machinery and machine 
tools, essential for the building up of other important industries. These may be 
called 'Key' or mother industries, whose list may be large, and whose establishment 
in this country is a matter of the country's economic independence and industrial 
self-sufficiency. 

The mere question of competitive costs in production at home or of imported 
goods from abroad, which seemed to have influenced unduly the previous Fiscal 
Commission cannot be suffered to influence the decision on this matter by the Gov
ernment of the. country. A foreign Government, operating in subsidiary co-operation 
with their Home Government, may take such a view. But a National Government 
resting on the support of the people cannot afford to ignore the very fundamental 
requirements of the country's industry at large as well as other sectors of the national 
economy. 

·The only condition that may be urged or insisted upon would be that these 
various aspects, sectors and items which make up the aggregate national economy 
should be integrated, mutually corelated and developed simultaneously. The 
degree of emphasis may from time to time vary. It may increase with the prevailing 
circumstances, both within the country and outside. But such variation would be 
temporary, and cannot be held to affect the main order of development indicated 
above. · 

(c) In giving priority to the first two, we are not overlooking the claim of con
sumer goods. In fact, in so far as the actual standard of living for the large mass 
of the country is and has been below par, increasing production of consumer goods 
including foodstuffs, clothing, housing, etc. is a matter of vital necessity, and cannot 
be deferred to any distant future.· 

One may even assert that the priority given to the two preceding classes is 
really in order to secure the better development and fuller growth of this class of 
lntlQ.stries, in so far as they bear directly on the daily life and work of the people. This 
group would include not merely productive industry, whether on the large or the 
small scale ; it must comprise all forms of production and distribution which would 
enable proper consumption according to pre-determined standards being had by the 
mass of the people. It would, therefore, include inevitably industry, agriculture, 
as well as all public utilities and services, such as Health, Education and Sanitation, 
transport and other public Utilities. These last may not be productive of material 
goods directly by themselves ; but they materially assist those other industries that 
directly produce material goods. In this large group there may be varying priority as 
between different items or groups of items according to special circumstances or pass
ing conditions. But taken collectively and for ordinary peacetime life, they make 
up the aggregate standard of living. 
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An improved standard of living which is universally admitted necessary for 
the mass of the people, is the result as much of increased production as of better, 
more rational, more equitable distribution of the national Dividend. For this 
purpose the all over policy to regulate and develop the country's economy as a whole 
must pay due regaTd to this less tangible but no less im:r;ortant requirement of a: fun 
and rich life being ensured to the community as a whole. · 

Question 40.-Do you agret: with the view that the grant of protection should not pe con. 
fined to "infant industriea" but should be considered, if necessary, 
Even before an industry is established, or when proposals for its establish
ment are under consideration. 

For reasons just given in the answer to the two preceding questions, it would be 
-evident that the policy advocated by this Memorandum is not in reference to an 
-existing industry in its early struggl¥tg stage. It applies equally to existing industries 
struggling against foreign competition but also to ,potential development of the 
·country ; and that, allio, only in matters industrial; A Fiscal Policy even if it is 
part of the general policy in this regard, will have to be framed and applied so as. to 
maintain its due importance in the aggregate scheme of the national economy. 
For that purpose Protection, aid or encouragement by the State must not be 
confined to only such industries as, being in existence, have to struggle for very 
existence. 

Question 41.-(a) Please indicate your vieu·s on the various alternative methods of pro-
tection, e.g. 

'(i) protective import duties, 
~ii) bounty or subsidy, 
~iii) sy.~tem of pool prices, c,g. the aluminium price pool U'hich was in force 

till recently, ·· 
(iv) quantitative restrictions of imports based on a guaranteed market for at 

lea8t a percentage (lf domestic production u·hen such quantitative restric
tions can be imposed without conflict with pre-existing agreements or com
mitments t 

(b) Which of these methods should be the normal method f 

(c) Jfould you like an appropriate method to be determined in each case 
on its merits f If so, what are the conditions you would like to bear in mind 
in selecting the method of protection. 

A greater part of this question has already been answered above. The role and 
importance of import and export duties on corresponding goods made in the country 
itself has already been examined and defined. The limitations of this svtem have 
also been indicated. 

(i) It is perhaps the most effective form of protection to the local industry and is 
most commonly practised. Its possible disadvantages, e.g. unnecessary or dispropor
tionate burden on the consumer, or the growth of monopolies in protected industries 
by means of trusts, syndicates, cartels and the like, should not be ignored. 

(ii) Mention has also been made of the effect of subsidy or bounty in building up 
or developing an industry. These are cash payments made in support of a· specifio 
industry, and calculated on a specified basis of output, or work done. For instance·, 
shipping bounties were paid in Japan for every ton built in that country, while the 
ton subsidy by Britain to her Tramp Shipping in the thirties was intended to keep 
alive a class of business which was slowly dying out, but which nevertheless helped 
to earn what may be called invisible exports for Britain in the years when they 
were badly needed. The growth of the sugar industry in Europe by means of bounties 
is a classic example 9f t}lis form of !lseistance ; while payments on account of carriage 
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of mails, stores, personnel by ships is a well-known universally practised form of sub
~idy. We have already pointed out the objective~ inherent in this method of assist
ing given industries. They are direct visible burdens on the public exchequer, and 
so liable to be terminated at any time by the Party influence at different moments. 
Industries helped by such devices would not be in a position to make any long range 
plans depending upon such help, unless they are of such vital national importance 
that no country would dare to scrap the system. 

(iii) No specific remarks are offered on this point, except, that unless such pools 
are universally agreed to and observed, they may not be very effective. Even when 
they are part of an international agreement, and are made so as to harmonise the 
interests of each party to the agreement, they may be believed to be unfair to some. 
That would lead to their own undoing. 

( iv) This method may be appropriate if the country's output is limited, and equal 
t~ the aggregate local demand. Foreign competition in given cases, may be. so serious 
that no portion of the local production might be available to the domestic market, 
unless some such device is adopted by which competing foreign imports are limited 
thereby reserving a reasonable share of the domestic markel for the local producer. 
This would naturally raise the price and so provide a protection without any direct 
burden upon the community as a whole or upon its exchequer. 

(b) In answer to an earlier question the advantages as well as the disadvantages 
of each of the severalforms of protection have already been shown. The commonest, 
the easiest and most frequently practised is the system of protection afforded by cus
toms duties on competing imports, or exports of home production so as to guarantee 
a certain amount of raw materialfor the domestic producer. This, however, suffered 
from the handicap of imposing a burden of the community as a whole indirectly. 

For industries of vital national importance, on which the safety, security or in
dependence of the country may depend, such indirect methods would not suffice. 
'Where cost, direct or indirect, is not an overwhelming consideration, industries, 
services and utilities will have to be developed by every form of State aid and pro
tection. This applies to the vital services and basic industries oftransport, including 
shipping as well as ship-building, the production of armaments and munitions of all 
kinds, the industries connected therewith, development of the mineni.l wealth of the 
country and the like. 

Exclusive preference cannot be shown or exclusive reliance placed on a single 
method, device or expedient of State aid to industry. The time factor is also im
portant in evaluating the utility of such device. That is to say, if and where long
term planning is necessary for the establishment of an industry, methods will have to 
be adopted which would permit of such plans being made in advance. Where, how
ever, the need is immediate, and development ofpartic'ular industries is required with
in a short time or immediately, as for example durmg the last war, the efficacy of slow
working long-range forces like Customs Duties or price pools will not serve . 

. (c) ·Anawer to t~is part of the Question is implicit in the two previous seetions. 
The.exactly appropriate method is a matter of. balancing, various and not.,B.lways 
mutually harmonious, considerations. . For one and the ,same industry, a , method 
which is appropriate today. may not be so five years hence. A. combination of 
methods and devices may also be necessary for particular circumstances, or in cases 
of immediate urgency. The only conditions one may lay down safely, which may be 
generally helpful is that the ultimate objective, as well as the immediate aim, should 
be clearly defined ; and means should be devised and adopted to realise that objective 
as effectively and as early as possible. 
Question 42.-What should be the Government's policy and procedure where the situation 

calls for only safeguarding or anti-dumping measures as distinct from subs
tantive protection whether for small scale or large scale industries ? 

· . The safeguarding of an industry becomes necessary either when there is unfair 
competition by doubtful methods like Deferred Rebates by foreign monopolist con
cerns, or because some immediate urgency, requiring themaintenance of such an 
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industry within the country. The safeguarding measures are not eassentially pro
tective, but meant to preserve and maintain important or essential industries already· 
in existence and fairly developed ; but which are threatened with extinction by some 
new international development, technical innovation, or economic circumstances •. 
They are, therefore, adopted, primarily to guard against the risk of dumping by 
countries with deliberately depreciated currencies, or their subsidised goods, or with 
the deliberate design of preventing the establishment and growth of given industries. 
in the importing country, or for any political reason such measures would presumably 
be of short duration, while the particular contingency lasts. They must be distin
guished from substantial mearurs of protection and deliberate aid to a given industry 
to come into being and grow which must necessarily be of comparatively long-range 
character. 

For anti-dumping and safeguarding measures to be carried out satisfactorily,. 
administrative machinery would have to be devise.d with power to react upon each, 
changing condition or factor which necessitated the :measure in the first instance, and 
which required application in varying degrees from time to time. 

\Vhen Japanese dumping of cotton Textile goods in India became vary serious, 
and when it was realised that such dumping was facilitated by deliberate depreciation 
oft heY en, the Indian Government had to replace by specific duties their then existing 
ad valorem duties, in order to guard against such practices. The change was thought 
to be necessary only for the time being. It was adopted mainly beacuse no other 
method of adequately and effectively safeguarding the local industry was available 
under the then existing Trade Treaty between Japan and the Government of India. 

The deliberate and heavy reduction in freight, by the Japanese f:hip Owners in
terloping in the Indian Coastal trade, including trade with Ceylon and Burma, was 
another instance of subsidised sh.rpping helping to dump essentially of the same 
kind as the above. The Government of India, however, did not bestir themselves to 
act for safeguarding the interests of the then existing Indian Shipping until British 
intf•rC>sts clamoured for such protection. An agreement was then made between the 
Indian and British Ship-Owners doing business in Indian waters to share the traffic 
in cPrtain proportions, Indian Shipping getting only a fraction ofthe total trade, by 
which some steps could be taken against Japanese action in the matter of standard 
or reasonable freight. Recent substantial reductions in freight by the Dutch Lines. 
of ships doing business with India also involve heavy loss. But besides Jlrotesting 
against the action, the Indian Government seemed powerless to do anythin'g by way 
of protection or safeguards until once more an agreement was reached between all' 
concerned to maintain a reasonable level of freight rates. When such a rate-war is: 
launched to serve the private ends of a foreign com'pany the combines adversely 
affected should have the right to meet the crisis by suitable action against the foreig •. 
ner and the international commitments meant for normal usage should be made· 
inoperative in such contingencies. 

Question 4-1.-What place would y01.t assign to Export Duties in:the l'atiff systeiru/ in'i1it· 
future 1 

(b) Would tJO'U advocttte export ct'JntroZ (by ·duties or otherwise)}or the:: 
purpose of: 
(i) safeguarding the domestic consumer against critical shortages, 

( ii) conservihg domestic supplies of raw m'aterialsfor utilisation by domes._ 
tic industries 1 

Export duties are, economi'cally, most suitable to be levied on such of a country'S: 
production as is practically a monopoly of that country. For, in that case, the burden 
of the export duty would presumably be borne by the foreign consumer of such mono
polised specialities. Such duties may have protective significance, inasmuch as . 

. they help to secure a plentiful supply of cheap raw'nl.aterial in the country. This 
presupposes, of course, that the Export Duty is charged on a raw material of industry 
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::and that the country levying such a duty has the necessary induetry to work up the 
·raw material into the finished product. It may be, however, that the duty in prac
·tice proves to be an inequitable handicap on the primary producer, who is deprived 
·by it of a wider, competitive market for his produce. 

These duties are, however, generally for revenue purpose. Their reasonable 
limit is the point at which production of substitutes may be estimated, in which case 

· the Duty will fail to produce mu'ch revenue, as the demand will fall off. Even if the 
taxed article is a monopoly, but there is a limited market for it,-almost like a 

· consumer's monopoly-the export duty would not realise its principal objective. 

Finally, if the monopolised commodity when exported is in the nature of a raw 
·material, like Indian Jute, which is possible to be manufactured into finished goods 
within the country, it would be worth considering if such a duty is desirable. For the 
corresponding industry, if developed, can earn greater profit in selling the manufac

. tured goods in place of the raw material, and at the same time provide increased scope 
· for capital investment and labour employment. Under certain circumstances, it may 
·be desirable to levy export duty on the essential raw material to prohibitive level, so 
as to conserve the ritw material raised in the country entirely for the manufacturing 

.industry pased upon that raw material, and established in the country. 

On the ether ha.nd, Export Duties may be utterly desirable for countries in the 
.situation of Britain to-day, who need to stimulate their exports at any cost. In such 
cases, there are even export Bounties, or a differential price for goods for export and 
on the commodity consumed within the country. Even if purchased, in the first 
·instance within the country the difference in price charged in the first inst;c~,nce 
on the assumption that those goods were for local consumption, may be refunded on 
·satisfactory evidence being produced that the goods were in fact for export a.nu were 
--actually exported. 

Ex:port Duties ma.y also be l,wi.~d forth~ purpose of ensuring supply ofthe neces
.s:uy r.l.W npt9ria.l for th~ d )m3.:;ti::: industry, or for d0mesti c consumption of goods 
otherwise likely to be in shor~ supply. Those goods ma.y be competing in the world 
market, if the local industry is in n~ed of such material, even if the local Fcduction 
.may be able to find a more profitable market outside, it would be desirable to secure 
an adequate supply at home at reasonable prices, so that the loceJ industry should 
not suffer a needless handicap in regard to the materLlJ which the country itself pro

. duces, but which, under conditions of competitive trade, is not available in a required 

.me.;.sure. 

. The same argument applies also to Consumer Goods produced within the country 
·and liable to be exported, unless checked by means of Export Duties and so res·:>rve a 
proportion ofthe domestic production for domestic consumption. _Such export duti?s 
art not, primarily, either revenue yielding or protective. They are imposed only · 
with a desire to secure a reasonable supply of the rz.w material on which local industry 

"is founded, and not because by that means a more effective protection can be assured 
to the loca.l industry. In the case of Export Duty on finished goods, ready for consump
' tion, there is not even the po~;sibility of indirect protection. 

The preceding would also suffice to answer (6 ). The control of exports by means 
·of prohibitive or restrictive duties may have their purpose as indicated above. Con
trol can also be exercised, apart from these duties, by means of.a system of licences 
which would enable a proper quota to be maintained with different countries, or 
"enable one country to discriminate as between the several purchasers of its produce. 
In these days when trade treaties are common, with specific quotas of supply of par
ticular goods to particular countries, it may be desirable to have some system oflicens
ing and control on trade so that the obligations incurred under the treaties may be 
duly carried out. 

Mention has been made above of export bounties as radically opposed to export 
.duties .. •.COuntries may occasionally get into a position in which they must stimul<>te 
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l>xports a.t any cost. Iu such a. case as any hindrance to export would be undesir-. 
able, unless as it happens in Britain to-day, for example, it may be tha.t export is 
only to.be directed to particular countries whose currency is badly in demar.d. Under-· 
these lJ.rcumstances hcwever it would li.Ot be so much an indiscriminate stimulation 
of exports all round, but a controlled direction of exports to particular countries or 
of particular commodities. Such action is usually for purpcses more of regulating· 
the lx'.!.ance of trade and exchange, than for reascns of promoting any domestio-· 
industry. The safeguard of the domestic consumer is achieved by such duties as. 
mentioned alre3.dy when they e.re imposed for purposes of securing a nJn.imum supply 
l•fraw mitterial needed for the country's own industry, whose cost of production.. 
would otherwise be unnecessarily increr.sed. 

There is, however, e. feeling in certain quarters that export duties are unnecesse.ry. 
In fact, the American constitution provides a constitutiond bar against levying duties.. 
on. the produce of any member state of the Union.·. It is thought to be an unneces
s:J.ry interfer.mce with the freedom of tra.de, and pJso with the prosperity of the compo-
nent pP.rts of a Federation. Even tqs,ugh the Indian constitution is not entirely a 
fedt·r&l constitution, such a ft..->eling m2.y quite possibly affect parts of Indie.. For 
insta.nce, Bcng~l or Bihar are monopolist producers of Jute e.r.d any export duty on 
such an article is apt to be felt by the producing unit to be a.n unnecessary reduction 
of their own prosperity. Export duties, therefore, must be levied, if levied at all; 
with very grea.t cp.re, r.nd undJr strict reserva.tion, so that they may be either dis
pensed with when unnecessary, or regulated so as to make the burdens fall exclusive
ly on the foreign producer, and leave no handicap on the domestic producer. 

To make these duties an integral part of the financial system would in any case 
be und'.'sirable. For if the State com£s to rely in any great measure upon the proceeds. 
of such duties, it may be une.ble t~ remove them when there is no economic justifi
cation or political necessity. 

Question 44.-lVhat .fiscal measures, if any, would you recommend to enable an 
established industry to maintain its exports ,1 

If it is desirable, in the interests ofthe country ar.dits general economy, that such 
exports shodd be maintt.ined or stimulated, there. may have to be Export Bounties~ 
or refund of dutks on raw materials, machinery or any of 1ts parts or accessories, 
includir..g stores that the .industry concerned consumes. ' If the stim~lation of export 
is a gen'.'r.'..l necessity because of the peculiar Q&lance-of-acCOUDtS position;, at any 
given moment; the argument would be different •. It all depen,ds upon for what. 
purpose the exports are to be stimulated, and the regulation would be .in. 
a.ccord·1nce with that position. , · . ' . .. 

Apart fl'om· Export .Hounties or Refund -of-the ·Duties, p.dce' refUnd may 'Uso· be· 
given 2-s already exphined above. Discriminating freight rates ha:ve also been known 
to stimulate exports to particular cow1tries, and so provide a specie..lly_favourable 
·balance or direction of. trade; so· to' say, which,· foJ!', any· reason;:-eeonomio or: 
otherwise-is deemed in the interests of the country. ··· · 

Question 4S.-Hat•e you any comments on the mef.hoil by whith the Tarilf Board at pre-
. . sent fiXes the quantum of ;protection (the method oJ coni-paring the fair 8el-

ling price of the domestic product with the l:anded CQft of the imported pro-
duct) 1 · 

The method employed at present by the Tariff Board (If determining the degrc&
of protection needed by any industry, by comparing the cost of production of a. re
presentative firm in thrt industry in this country and the correspor,ding cost at the 
port of entry of the competing article from abroad, is no doubt the obvious way of 
providing prott:ction to a new industry under private competitive· enterprise, with 
discrimin.:1.tion, and so as to minimise the burden' on the consumer. -4\s however, 
stated more tha.n once above, the argument of the bunten. en the consumer is liable to-
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be exaggerated. Industries there may'be whose establishment and development in· 
the country withjn as ~hort a time as possible, is of vital national importance, apart 
altogether from considrations of comparative cost. In fact, such industries must be· 
developed almost irrespective of comparison between what it would cost at home for 
the articles required and if they are purchased abroad. Illustrations have been given 
above from the automobile, aircraft, fhip-building, the armament and munitions in-

. dustries which would need to be developed intensely, and up to the maximum of the 

. needs of the country, regardless of considerations of cost. In many of such industries 
·this country IS particularly backward ; and yet her very existence as an independent, 
sovereign state would be at stake if those industries are· not developed within a rea

. sonably short time within the frontier of the country itself. 

For these considerations therefore the usual method of the Tariff Boe.rd for de. 
termining the extent of protection needed by any industry would not be adequate or 
appropriate for such special cases just mentioned . 

.'Question 46.-Would y(m recommend variations in duties to meet t·ariations in imp crt 
cost..<~! . 

If a sliding scale of duties is provided, and if adequate and up-to-da.te informa
tion is maintained to gauge the varying incidence of the cost of production, this 
·device may_ be practicable. It will depend, however, upon the efficiency of the 
collection, compilation, and publication of such information. It must be official, 
authentic and beyond dispute ; it should be sufficient to proivide room for action, by 
way of varying the duties. Within the period originally stipulated for the maintenance 
of the portection granted, and which is calculated so as to enable a new industry to 
make good its footing it would however be undesirable to make any such variation 
lest, in trying to approximate the protective duties to the cost of production, we may 
undo the very basis of that industry. 

{/uestion 47.-.Where protection is to be given by tariff, what are the considerations u·hicll 
you think should gavern the choice between the various alternative jorm8 
of duttj such as specific, ad valorem, compound, etc. ? 

Specific duties, as already observed, a.re fixed amounts levied per stated units. 
'These are less effective as protective measures when prices a.re rising . 'When, how
~ver, prices are falling, they become more protective ~han might have been originally 
intehded. · In cases where costs a.re constantly varymg these may be more suitable 
tha:q a fixed percentage of the declared or appraised value, especially if power is re
~erved to va.ry the amount charge9. from time to time according to the circumstances 
·()f the moment. · In India these duties have been used, particularly in the case of 
·<:otton textiles goods from Japan, which were competing unfairly by artificial depre; 1·
-tion oft~ut Y~n. e.:qd o~h~t C9ll~~~May~a,bl~ to. th~ ~~ll¥1~8El p:r!>ducer and !Xpor· 
-tar of such gQQ~~ 

O~h~T Hl~as~~~.~p.~~ .. ~Hid. h~v:~ ~n ~e~ t?.~~~ ag~t· ~ucb.~~~tft~6q 
;were,' it was said, ·:not av&ilable btlca.use <!f~ obhg:atlOns ot the !iido,Ja'Danese Thade 
'Treaty then in force. 

In contrast with these, ad valorem duties are a fixed percentage of the declared or 
·a.pprai!:led value which is oftli.e Same incidence irrespective of the price or cost changes. 
If the initial calculatioids reasonable, and the percentage is fixed at an adequate level 
the protective effect would not be marred by any variations in prices. But such 
.duties are unable to take any note of the improvements that may be made in the 
quality ·or the strength of the industry. 

During the period for which such duties are imposed, they a.re maintained us
ually for a certain definite period of years especially if they have been framed and in
tended to protect what is called an "in,fant" industry. They may be both on imports 
and exports for reason s~ated. 
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The limitation.o:; of this form of protection have been noticed above and need not 
I.;e rer~dted. 

The comhinll,tion of protective and revenue duties on one and the same f.rticle, 
or speeific and ad t•alorem duty in accordance with varying quality, makes fer grea
t<·r eomplexity in administering the tariff. Such compound duties may be neceEEary 
under certain circumstances; but are not commendable in themselves. Other things 
bl'ing the same, they ought to be avoided. 

(Juestion 48.-lVhat do you think of the utility and practicability of tariff quotas? 

Arrangements are often made with foreign countries, or Treaties concluded with 
any of them, by which the quantities that could be exported or imported arJ fixed, 
or special concessions that have to be given in each case. The aim of such arra.ngf· 
ments ge.n.erally would be to secure a certain proportion of the nece~ary goods for 
home consumption, and at the same time reserve a. part of the local market for the 
local producer in cases where there is a. local comp'~ting industry. 

In the days when all-round and heavy trade barriers were a common obstacle to 
iitt<>rnational trade which it is considered desirable to remove quietly, these arrange
ments were made to get round those impediments or barriers. But they also tend 
to aid to the complexity and difficulties, not only in administering the system, but 
in conducting foreign relations generally ; and, as such, are even more obnoxious 
than usual. , 

Q1M'stion 49.- JV ould you like a minimum or a maximum duration to be laid dou:n for 
protective measures ? 

In the case of industries which are either new or have not grown or expanded tO 
their o}:>timum possible, it would be desirable to lay down a minimum period within 
which the protective 'duties or other measures must remain in force. Such a. perio~ 
is necessry to enable the given industry to build itself up, to the re{J,uired level, and 
get over the initial disadvantage or handicap which have occurred ba.cause of the 
non-existence or non-development of such industries. Generally speaking, it would 
take a new industry, under modern conditions, two or three years to take root by ade
quate installation of plant and machinery usua.lly got from abroad in the first instance. 
It will take still longer to secure the necessary market, to organise apd manage it 
efficiently so as to effect all possible intern~! economies. Yet another two or three. 
years may be neede.f before adequate business. experience an.d technical knowledge, 
are gained. For these reasons some minimum perio~ of, say, 10 yea.rs,'fo:J:: experi
menting an~ growth of. ~e industry concerned is ind:ispe~ble. · Prote~ive · mea,s~ 
must, tbe~f(IJ'e,. ~· in., for(',e MJ:~, thlj.~ : perio.d. 

Pfl the other. h~ ~P l~y dq'WJl.~ : ~~~, ~rimi m ~v~~ ,.JJ.4 oh,.sern 'it · 
rigidly is ~ i~':"it~ qetedless, ~lf-~twt!ilC4~i~H·. ~t ia -!mp.qss~~~ ~o)~lf.~.' ~~~~ 
w~t. thero~4itwnswol.ll4 he t~JJ.:Rf ~~,Y~¥8 J,a.ter,· 1fma.x~q!Jl pf.~pc:>9 f~~Jh.e 
duration of the protection upto any such l!lqgtA i!' p~¢ri~il, Pttir.Ji ';n~w'.'co:QQ.i: 
tiona may supervene ; new disCoveries may have been made ; international relatiOM 
may have been altered, even wars may have affected the situation during,,s~ch a 
period. To ca.lculate and allow fo~ ~ll t~ese in adv.ance is in:).possible. · 

Even supposing none of these unexpected circumstances occurred, the growth of 
the industry, the improving demand within the country for its products, and the cha
ra.cter of the competition against it both inside and from outside may be such that it 
would be impossible to foretell all these, and their collective effect years in advance. 
Such a. policy, would also place a needless limitation on the soverign authority or the 
J.,e.<Ti.o:;la.ture of an Independent State,"\\ hlch is objectionable by itself for political if not 
ec;nomic reasons. A maximum period of duration for fiscal or financial measures 
of protection, prescribed in advanee, is, therefore,' undersirable. 
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Q1U8tion 50.-_l'ire YfYU &atisjied .u-ith the. existing tari!J classifieatian T Ij' notJ,.11:1J.at ar" 
tts dejects and w~t changes WfYUld YfYU suggest ?- €:an the existin,. 
system be so modifi€d as to reduce the bwrden on the c011s-umer without. 
any appreciable loss of revenue to the .public erchlqutr. 

The Question demands a detailed review of th~ results of such Duties on the gener
al trade and consuinp~ion witl.in the country, which it is impossible to aprend here. 
Spea!dng broz.dly, Revenue Duties E..re imposed on articles of ger.eral consumption at; 
relatively low rates. These rates are so cdculated so as to obtain the maxim~;m rossi. 
ble yield from the lowest feasible rate of such tP,xation. 

The object here is not to discourage consumption of such taxed article~; but:. 
aetually to encourage it so as to secure the greatest possible yieli:L Usually the· 
articles selected for such duties are of daily necessity to the mass of the people, and so 
yield good revenues without affecting consumption. Such duties are by themselves
unwelcome in a Democracy ; and only the over-riding consideration of balancing the 
national budget may justify their introduction and maintenance. To be effective for
that purpose, revenue duties ought to be counter-balanced by correspondina excise 
duties on local production wherever there is such production. But any ch;rge on 
local produce would by itself be undesirable ; it would need the same justification as 
has been given above in regard to such duties on foreign imports. 

Reducing the burden of these duties, therefore, by lowering or eliminating some 
of them, must not necessarily be construed to bring a·loss to the Public Exchequer. 
On the contrary the larger turnover, would increase rather than diminish the yield 
from such duties. Such duties are liable to the operation of what in economics is 
ealled the "law of increasing returns" which few financiers, however, seem fully to
appreciate in this country at least. 

· To suggest reduction in the rates is, of course, not the same thi.xig as to- 8uggest 
wholes\1le abolition of those duties altogether. Revenue considerations may be irres
istible and unanswerable at times ; and so wholesale abolition impracticable. As. 
explained above, however, they need not be held to prevent reduction in particular 
items or the_ rates changed. Where, however, a given duty is a compound of botru 
revenue and protectionist charge, its complete abolition or even a reduction in the· 
rate would be difficult. ' · 

On the .whoh•, however, if a revenue duty is imposed on artieles of daily consum
ption by the mass of the people, e.g. Sale duty in India while,it lasted, or- a-duty on 
tea in Britain, it would be desirable to place such duties on the fewest articles and at 
the lowest rates. The Free trade movement in England began with the demand 
for what W!j,S called a "free breakfast table" ; the :intrinsic strength of the:aggregate· 
national ec_onomy,-~cluding its industrial- production;" demands .the-retention of 
.such duties,;can they be 'justified and continued. _ The fact, howev_er, rpust not be lost 

.-·'sight .of; ei>-,en"hnder thOse· cfrcumstances, 'that: complete b.bolition:of _these burdens 
'may increase the ability of the people to bear btlier· burdens. more' easiJy; and !\8 su_ch• 

; the revenue requitements of the State may: 'not suffer so much from complete_ aboli
tion. of duties.~ may. at first b~ imagined: . 

·Question 61.-Having regard. to-
(a) the ft,ture structure of ~1fr'joreign trade, 
(b) the anticipations rtlating to the course of international trade (underlying th~ 

Havana Charter on Trade and Employment), and 
(c) the broad lins of our Industrial Policy as laid down in the Statement of the 

6th April, 1948, 
would you attempt a formulation of the objectives of oul! lo-ng-term fiscal 

policy? 

Conditions at the present time are, no doubt, uncertain and rapidly changing, 
both as regards our own economic position and trade prospects. as well as in reference 
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to tile similar factors ~ ffecting other countries. Ne,·ertheless, the basic objectives 
r.lr<>a<ly indicated in answer to earlier questions need not be left vague or undefined, 
e~pe<·ially as they are unlikely to coniflct with the considerations given :n this ques
tion. The aim of securing a policy of self-sufficiency at least in vital and essential 
r<'quirements of bringing about a properly balanced national economy and a. more 
<·quital.le distribution of the National Dividend, need a comprehensive national plan. 
l'or only under such a comprehensive and co-ordinated Plan can we ensure the esta.
Lli~lml<'nt and proper growth of all suitable industries within the country without 
l,c·ing affected by the changing characteristics of our foreign trade, of our industrial 
J•uli<·y, or the course of international trade 1 

Our own freedom has already altered its principal features, as pointed out in 
aJb\IPr to an earlier Question, so rad"cally, that any defining of the long-range policy 
and ol;jcctives of that policy will not materially affect the trends that are already de
ve-loping in this d"rection. Our need for capital goods for instance on the import side 
will mntinue fur scn·ral years to come, until our local industry for producing 
thes<· j!oo<ls as W('ll as in other sectors is developed to the optimum degree. To meet 
t llc shortage in foo<l supplies, plans are being made and measures adopted to remedy 
that sllortage within a definite period. How far these":p1easures would succeed it is 
difllcult to say just now. But when all the steps in the different sectors already being 
taken or proposf•<l haYe matured, the food shortage and the consequent imports must 
Jl<'f'<·ssarily diminish .. The only source of anxi<'ty may be the growth of population 
out-stripping <'ontinuou~ly the improYement in the local food supplies; but that is a 
mattvr for other parts of the national policy into which it is unnecessary for this 
~l<'nwrandum to enter. 

Tho imports of raw materials to provide a wider variety and better quality of 
manuf,lctured goods will also continue. ·while the exports of the corresponding ma.
tPrial~ may dimini;;h, new materials for export may however grow e.g., mineral pro
dud;;, which aro not yrt fully developed; or manufactured goods; for which our 
imm("(liatc neighbours, both on the Ettst and the \Vest, will continue to provide an 
<'XC<'llent market for years to come. 

Tlw direction of the foreign trade of India has also changed, and is changing 
materially eYery )"<'ar. But the main trend of that change is on the lines just 
inrlimt('(l. The laying down therefore of a long-range fiscal policy would not be affect
<'<1 tlwrcby; nor woultl it by itself affect the growing trend now noticeable in \our 
f!ln·ign trade. · 

In r<'::ard to commitments under Havana Charter on Trade and Employment our 
Yit•ws willlJe given later on in reply to questions in Part II of the Questionnaire. \Ve 
han· pointed out that unless tho Charter is modified in few essential respects as indi
ra t C'd it would prO\·o detrimental to the interests of the country in the long run. 

Finally the broad lines of industrial policy laid down on April6, 1948, in no way 
militate ngainst tho sort of fiscal policy, and tho objectives which it is expected to 
attain, as indicat<'d in this l\Icmorandum. That Statement of Policy contemplates 
c·nrouragement and stimulation of local industry, which is at present suffering from a 
hC'avy d<'pression, by a variety of concessions. For reasons not directly connected 
with forci~ competition, it also offers a cordial invitation to foreign capital to .he in
nstod in India in Indian Industry, so as to develop all suitable industries to their 
c•ptimum proportion. If, as is likely, such industries are protected, the Foreign 
<'apita.l invested in such protected industry though better placed to earn much higher 
profit than in its country of origin would be the means of establishing much needed 
industries in the country. In the face of these declarations it seems unlikely that any 
fisra.l policy which may be recommended by this Commission to securE' the objectives 
given above would be in any way incompatible. 
1:3 M. of Com. 
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Question -5Z.-I n order tv facilitate the o~jectives of our fiscal pclicy, do you think it would 
be necessary for Govt. or quasi-Govt. institutions to participate in .foreign 
trade: J' 

(a) in the short period and 

(b) in the long run 1 

Neither nec~s~ary nor des~abl~ either in the short period or in the long run. 
We. ar~ o! the oprmon ~hat tra~g Is not a function of the State even as a matter of 
policy 1t IS very undesirable. Smce the State can exercise a control on the imports 
and exports of the. country through import-export regulations the proper way is for 
the State to exer.CJse such a control in an efficient way over the commercial bodies 
.and cons~rve all Its energy to this purpose. Further it would be most unfair if the 
Sta~e whwh co~trols al!d regulat~s t_he imports and exports should also indulge in the 
for~Ign trade either directly or mdrrectly and take upon it'lelf both the functions. 
This wc;mld amount to_a_~?nopoly without outside control leading to inefficiency in 
l>oth With greater possrbihtJes of corruption and inequitable distribution. 

SECT!ON E 

l:V on-fiscal measures .for the promotion of trade and I mlustry 

Question 53.-lj your ansu:er to the above is in the affirmative, w.lwt form of Gcvernm~nt 
. or quasi-Government organisation would. you recom,1tend ? What would 

be the limits to their activities, and what conditions, if any, ·uxuld !JOU im
pose on their functions ? 

In view of what we have stated above this question does not arise. 

Question 54.-The Indian Fiscal Commission c.f 1921-'!Z suggeste.d sen:eml "supplemen
tary measures" as an aid to the tar~ff pel icy, which they hail ncommended. 
~V ;:;-;:,!d '!/J'!.! enumtrat~ the non-fiscal measuns that Gm:ernm.ent should not 
adopt in furth£rana of any approved fiscal policy both (a) in tl~ shv1-t 
period and (b) in the long puiod ? 

Answer to Question No. 17 above has already dealt with this matter. The 
peculiar problem of securing adequate hard currency excho,nge for Indian Rupees, and 
t.he reaction of the rate of exchange upon local industry need not be re-emphasised. 
Financial help by direct subsidy or bounty is difficult w:1ile the bu~aetary position 
of the country is as it stands today. But all forms of direct .-,~.,istance suggested by-
the earlier Commission would be practicable and must be adopted. · 

Qw:stion 55.-ln particular, hare ycu any specialsugfestion.s to make as to how Gc'/IJ. 
could facilitate-

(a) the supply of esswtial industrial raw materials, where tlWJe are not readil!l 
amilable in the country; 

(b) the supply of cs.~ential plant and rna~kinay; 

(c) the supply of cheap fuel or pou•er; 
(d) the provision of chear;, adequate and quick tl'ansport both for the mmemenl 

of raw and s£mi-processed mat~rials! and t~eir finished products, made 
arailable under a scheme cf ratwnalzsed frezght structure; 

(e) the supply of technical personnel of different grades; 

(j) the supply of technical infcrmation about indu.strial methods and processes ; 
(g) the supply of industrial finance, beth for use as block and as working capital? 

Observations have already been offered above, in answer to several Questions 
alreii.dy, in which one or the other of the items listed io this question have been 
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included. To bring those observations, however, all together in one place, it may be 
said:-

(a) that the securing of adequate supply of essential industrial raw materials 
which are not easily available in the country is a matter partly of concluding suitable 
'Trade Treaties with appropriate countries, and partly of adequate knowledge and 
information with regard to where such materials are available and under what 
conditions. So far as any necessary material is available locally or from our 
immediate neighbour8-, e.g., jute from East Bengal, Government can facilitate the 
supply not only by direct negotiation or a formal Trade Treaty affecting this article, 
but also by adopting such other steps as would secure the availability in sufficient 
quantities of this material for the local industry. Trade Treaties, with other 
suitable sources of supply of other raw materials, e.g., Egyptian cotton, may also 
be negotiated to mutual advantage. A system of Export and Import Licences 
would also be utilised to facilitate the procurement and supply of such material. 

(b) Getting necessary plant and machinery for modern industry of a more and 
more technical character is particularly difficult. T4e usual sources of such supply 
are unable to supply foreign markets so long as their own need of rehabilitation and 
reconstruction is urgent and persistent. The only country from where supplies of this 
·character may be expected and whose machinery or plant is economically efficient, is 
the United States. But in that case the difficulty of the necessary dollar exchange 
impedes the programme of imports as they have to be restricted unavoidably in 
proportion to the available exchange. Special arrangem1mt with the Uinted States 
providing for an adequate dollar loan on reasonable terms may be recommended for 
'this purpose. J\Iore liberal releases from the accumulated sterling balances is another 
expeflient. But this does not seem feasible in the proportion desired so long a~ Britain's 
·own difficulty remains unabated. Without such plant and machinery and without 
adequate replacement of worn-out e:xj.sting plant and machinery, economic expansion 
and growth of the industries using su'ch plant and equipment would be unthinkable. 
The Government should give high priority to making early arrangements for the local 
manufacture of industrial plant, machinery and machine tools. 

The supply of cheap fuel 

Steps now being taken to improve coal mining under Central legislation are the 
obdou;; instances by which this great handicap on large-scale machanised industry 
at the present time, can be met. 

Other measures are setting up new hydro-electric installations and power produc
tion on the principal rivers of the country. There are several such already in hand. 
But tho.,;e will take time to be completed, and so may bel of importance and service 
only in the long run, but not of very great immediate value. Alternative sources of 
fuel and power supply, either from forests or from mineral oil or power alcohol may 
be explored, both within and outside the frontiers of the country. It is doubtful, 
however, if this alternative source would be able to supply more than a fraction of 
the needs of our expanding industry. 

(d) The provision of cheap, adequate and quick tra.nsport both for the move
rn£>nt of raw and semi-processed materials and their finished products, made avail
able und~r a scheme of ra.tionlised freight-structure. 

This is the most effective, and yet the least appreci.J.ted method-at least 
under the prevo.iling Indi ... n fi:ocal system,-{)£ protecting or encouraging local indus
try in competition with foreign products. The necessity not only for a varied and 
adBquate trd.l'l.sport system by land, air and sea but also a carefully coordinated. and 
integrated one h:ts been emphasised again and again in this Memorandum. Even 
on land thl) sever,tl forms of road and ra.ilway tra.nsport !!.long with inland water 
navigation have to be mutually inter-related, and the aggregate availabie traffic 
assigned to each form "o as to suit its service to t.he particular traffic. 
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The framing vftLe ratts ln ea<h form oftnmnrt in accc.nl~nce with the 1:u·d 
of each kind of traffic of industrid or agricultural produce is an urgent necessity. 
The distribution or allocation of this traffic to the scver.tl forms of tr.1nsport arc 
particula,rly important, after due consideration of all relevant fa.ctors. This parti
cular aspect of our national economy has not yet been fully realised. The contri
bution that can be made imperceptibly and yet effectively to the advantage enjoyed 
by local ir,drstry by a careful adj1.1stmcnt of n•,ks, and dovet:Jilir,g of the sea trans
port freights with r<tilway rates or road charges by giving through ra,tes, so to say, 
needs also to be properly understood and given effect to. 

Hitherto, however, the Rail Transport Servbe, in so far as it was within the
oontrol of the Indian Government, has been utilised mainly to make good the dtfbt 
on the_railways cr in the General Budget. The rates a1~d farps were not framed 
with any conscious rPgard to their bearing on the development or stimul<ttion of local 
industry. The sea transport,-whether e.Iong the coasts or for overse<•s carriag<", 
was outside the control of Indian Government cr more likdy, perhaps, they did not 
desire to control and regulate it in Indian economic interest. In any case we cannot 
repeat too often that in tl:.e absence of any proper understanding and careful control 
and co-ordination of the entire Transport system, the framing of rates in. acconl<tncc 
with the requirements of each· category of traffic, and the utilisation of such rates 
and freights to bendit local industry or serve the requirements of national economy,. 
can ·be effected only if the Transport System is treated as a whole, in all its branches, 
and is centrally controlled. The National Government must be relive to its develop
ment in all its branche>',-Trar,spcrt being regardE'd really as a great indnr-try by 
itself-and make it contribute effectively to the national wealth. 

The tribute at fl'C'Sent le-vied by the foreign transport OWllHS who rrovide the 
bulk of the water transport along the coasts or overseas, is difficult to cakulatP. It 
has been estimated at varying amounts, but in any case not much below R;::. iU 
crores per annum at the present rates. There is something like 70,00,000 tons being 
carried 2long the coasts ; and perhaps a crore of tons overseas. Counting thP freight 
charge on all this tonnage at a flat rate of Rs. 40 per ton, the total transport bJI 
W'o1ld approximate the figure stated above. Of this only a small fraction comes to 
In<lian enterp1 ise. The drain goes on without any chance of the amcunt thus drdn,ed 
rendering any effectiYe service to the gro~ih of national industry that such ?gE'ncies 
may ,well provide. 

(e) The supply of technical personnel of different grades.-Remarks have alre<:dy 
been offered 011. this item also in answer to an earlier question which need not be 
repeated here,-~n all their fulh1ess. In the past the absence of such personn.Pl W<' s, 
no doubt, a very sPrious handicap to the growth c.£ Indian, entPrprise. At thP prPsent 
time t-he imp<'lUmen.t effect c,f sueh a har..dicap has been at least rPalisecl, m~d plans 
are being made to get over this as soon as possiole. Tlwre i", however, much to bP 
done in. this fil'ld yet before Indian becomes entirdy self-sl<fiiciPnt in the matter of 
technical experience for all the FCrsmmel needed for an all-round industrial develop
ment in every grade. The devices of establi::;hing our own TechnicaJ Trair,ing and 
adYanced scientific research institutions may take time to ma.ke their quota, to the 
ll.'ttional developmPnt. 'With the immense programme of industrial development 
awaiting to be implemented and the consequent nePd of buying ?.broad stores, plant, 
parts and machinPry, t~e poss~bility o~ getting suitable Indians .trained_in all .the 
requirements of modern mdustnal teclm1que cannot be ovE'remphas1sed for Immediate 
results. The process of selecting such candida.tes, ar,d still more the ways and 
means of employing them, when trained, suitably has evoked criticism in the past. 
Tt, needs to be overhauled and put into tune with the rest of the planned programme 
of development. in every sector. 

(f) The s-upp~y of technical information about industrial methods and proctsses.
The information Section of the Government of India is very defective, both on the
statistical and on the objective or factual side. Before the transfer of Power the· 
means for collecting such information regarding foreign countries were n0n-existent. 
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Our Tr•ttle Cununi-;sioners were very few in number, while the Consular and Diplo
mat ie sen-icc of Incli.t in. othc·r countries wlH·re good sources of supply or gocd markets 
eould be found for InJ.i.·.n. requin·ments or Indhn. produc-ts were not in her hands. 
X ow, howcn·r, th<tt Imli:t lv .. s her own Diplom::ttic and Consular sen-ice f<tirly widely 
diotriiJutcJ, it is to be hoped that thi; great n('cd of the country's industry for the 
ucc.•t;.'ary data and in.formati·Jn '\\ill Lc met ii~ the near future adcqm,tdy and eff..:c
tin·ly. lml.ia's reprcsentatins abroad IWt'd IWt function, now in subordination to 
their Briti~h prototypes. They must act on their own, a1~d for the benefit of their 
-country al·JI\t'. 

F<~r in.ter.v1,l purpo!:itS, however, the st<•-tistical material, gcnemlly found, is 
in,;uflidt·nt, irr,·gular, nnd. obsolete. l\Iuch of this ma,teri~J is publi,;hcd more than 
a year uftPr tlLC' d Lta thd the publication. presents oct'urrt'd. And much of that· 
nuteri.~l i,; it,.;df !Wither d•'tailed nor varied enough to meet the rt'quiremen.ts of every 
s,·dnr oft he rntion>·l economy. 

It rw\y ;•,J,.;o bt• ad.d"u tint the only soun·e of information is the official publl
l'ation,.;. 'l'lw_v ha.ve LePn. very muc-h impeded in ret'ent years or otherwise tdl"ected 
by UIWXJ•l"Cted 1•rc~bJ..ms facing the Govl"rnnwnt. There are complications of a politi
<·al ehar,telt·r <Ls well. The <'I\tire syst<'m of commercial h~tellig<'nce and. statistical 
in format i"n, for 1'.11 th<' V<Lried sectors and it<'ms of our national ecmwmy needs to be 
fl'\ i-<ed rad.iL·ally, uml brought uptodat<' so th:~t the information may be prompt and 
stdllcin•.t for dl such requirenwnts. 

• Tit•· I'Xeuse of <'C•lllOmy th:tt h::ts often. led. to iJV~thisa.ble cutting down of sueh 
infornmtiOJ\ mw.;t no hn!!Pr he dlowed. to continue and much kss to ~cec·ntur.tc this 
hawl.i~""P any fnrth•·r. ·The last census for inst1.1P.<"l', of 1941, besides maP.y other 
sh••rleomiJlg,.:, <•r omi,sim~ or on·rsight, is guilty of e glrwing orr,is~ion in regard to 
th<' dt'~l·Lr on oec·np<t~ions. 'l1•.ilm<'<tns that the uis~rilmtion of our anti.l<tble man
puwer in the 1-it'HTal employments il\ the various parts and industrit·s of the country, 
i.~ impo:-;~ilol~' to <~s< ert<lin or estimate r.ccuratC'ly. All meP,surC's, therefor!:', t:::o,ken to 
find ~-<ll it a Jo],~ p<TS'~J •.1'.• lt.r un:-;killed labour for expn.ml.iP.g awl incre~tsing industries, 
fur s<·ni<·<·,; and utiliti•·,.; would l•e b<tsC'd on mere 6'1tess work mther than O.\ definite 
awl rdi,~t•ll' thb. The ::\lcmor<!.ndum cannot, therefor~', emph>tsise too often and too 
!!<·riou:;ly 1lte w·t•tl fur rC'organi-<iJ~g 1\!ld bringing uptoL1<1te our in.f<>rmation: relating 
to tl••m··~tic a,; well a,; fnreign subject::;, section and sta.ti:,tical materbl. 

(!./) The supply rif indu8trialfinance bothfvr use as block and as u·orJ..:ing capital.-
0J:Jcrv •,!iO.lS h:LVe dr\•ady uem o:Iered on thh item, with sp~ciJJ refereJ~Ce to 
tho a\·.til ·l.ility <•r immflicieney of ir,digcnous c.tpltcl; and the n,0cd tlw.t there still 
migltt l•P of dtr.Ldin.~ fi.•nign <P..pitd ft r inn·stnwnt in lri,di<tn imlustrif's. ·we. 
pi!rli.-uLrly n·c"Ommt·nd th<' J'fOYi.-ior: of fiP.nHi.tl ~'~sbtanee by GonTI·Jlwn.t Ly the 
t•,;tal.li-l,nll"nt of lP.tlu:-;tri.•.l .FLvmce Corpordions iJ,, the Prm i,nt'cs, by raio::ii1g an 
iil<lu,trid ln:m l)(>th from within the country r,nd where m·ee~,;;·.ry from outside so 
that ,J_..,, n·in·~ indu .... trit·s 111~\:r l.c gu::n•nfeed requio::ite finance on reasonable terms. 
Tit•· ( ;<~u·n•.m··nt :-;h• n1ld <·J,.;o su it:\bl.v modify the cxi,;tin:s lC'gif:'htion and m:cke it 
t-n1licit·n1)y d c,;.ie to crv~1,) .. ~ bank~ Lllll in-;ur,mcc companies to fin:mee industries. 

·Qu~.,tiun .j(j.-ifu1c and tv ll'hut c.rt1nt could the trade and industry cooperate tcith Gov-
IYII"IIII'"IIi in the procision of suclt facilities? 

Ol!<'t' Cnn·mm<·nt takes a step forwnrtl, and makes r. J,eginuiHg in thesC' m~~tter::;, 
it wouP !;{' r,·;·~rm:tl•le to exp·ct the intcre:.;ts t'tmccrncd in tra<l.t' r.nd industry woul:l 
readily 1 unw fur wad awl otli.·r t h< ir coolXT!ttion. GovernmC'nt, howc·vcr, must make 
up th·,ir own mind, must Lc rcsuln·J. to pursue a~1 appropri.1te policy for a given 
J>eriou at kust, an<lmw<t dPYi,.,e '"'YS and mC'ans so th::tt it nu~kes it easy for trade 
an(' iPdu~try to ofTt·r thdr coopu<:tion heartily wl,crever rcquirrd. 

,.\,; mdters :-;tam!., h,>\H'HT, Gon·rnnwnt do nvt seem to be quite decid.ed as to 
their own immeui:•.tl' <·.s wdl us ultimate aims of policy, their own programme of 
indu:-;trial deYelopment ~~ml the paet' of its execution. And so industry has begun 
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to lack confidence, and has fallen into a state of stagnation from which there wc.uld 
be no recovery while irresolution and uncertainty prevail in high quarters on matters 
of policy. 

It would, thErefore, be amongst the most importan.t of the tasks of this Com
mission to recommend specific measures, ar:. well as basic principles of policy, whereby 
not only could Government's aim be defini.tised and their programme known on the 
crucial issues, but ways and means could also be indicated whereby cooperation can 
be offered up to the extent to which it cl'~n be expected from tra.de and industry. 

Question 5'7 .-Do you think any special types of organisations u·ould be necessary 
(a) to secure this cooperation between industry and trade:/": 

For giving effect to each kind of facility listed in questt 
machinery would be necessay. But the common need for a~ 
Government's policy in the first instance, its guiding principles;.,, 
tives, and a concrete over-all Plan or machinery devised to at;\ 
and realise these principles. Under a common, coordinated, con;~ 
plan, with appropriate ~>.nd efficient administrative machineriJ· 
difficult to devise speciaJ machinery to meet the requiremet!t~ , . 
of facilities listed in Question No. 55. 

. suitable 
'tion of 

,e objec
jectives 

. ational 
:~t alll:.e 

Ius kinds 

(b) This applies also to the second pa.rt of this Question. If ii'hl. '~I develop
ment to the optimum degree is to be attained within- a reasonab!t) ,, ar..d on 
coordinated and integrated lines, existing machinery would not suv;.. It has 
been evolved ad hoc in each case, whether by the sudden, sharp exigency of the "\Var,. 
or such other emergencies as 'World Depression, or the problems created by th~ 
Partition of the country and its aftermath. \Ve must, accordingly, have a new 
machinery on a national scale, but with corresponding counterpart on a regional or 
provincial scale. "\Ve must provide for effective centr<Llis2,tion of basic policy, of 
guiding principles of action and of active, constant supervbion over actual adminis
tration, without needless or vexP,tions interfer<}nce in detail, without officious advice 
or unjusti:fi.<>,ble aTT.cgJ.tion. of superior knowledge or gnater "i;:dom in the Centrall 
machinery of planning and 1ts implementation. At the same time, we must ensure 
the continued and unrehxing interest and enthusiasm for cP.rrying out the Plan in 
detail by the Mtual loclll or regional administrators. In other words centrali
sation of policy and guid'1nce as well as supervhion must be combined with decen
tralisation of administration,-which alone can secure the ideal combination of 
broad vision and deep knowledge qf local conditions and individual circumstance. 
Without such a machinery, consistent policy and smooth, sustained advance on .all 
fronts simultaneously would be impossible. 

SECTION F 

Fiscal policy in relation to Commonwealth J-references 

Question 58 .-What are your general vieu•s on the subject of Imperial Preference,. 
particularly in the light of the principles underlying the General Agree
ment on Tariffs anda, and the Hamna Charter on JV orld Trade and 
employers ? , 

Under the changed politica 'tions of India as an independent Sovereign 
State by herself, the question of lrn erial Preference has but an academic or historical 
value. India is, technically, still a member of the British Commonwealth ; and as 
such it is possible that some attempt may be made at closer trade relations between 
the members of that organisation. But the possibility is unlikely, and its danger 
remote. India is no longer a depenJdy whose destinies could be determined by a 
fiat from White hall. As Republic, ~r ill ,be an equal and independent member of' 
the Commonwealth ; and as such per a;Ie as well as entitled to take care of hel' 
own interests in any system of clot( de alliances between members of the Com.-
monwealth. 
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A section of Indian nationalist opinion never regarded Imperial Preference as 
of any benefit to Indian industry, and to Indian economy in general. lt was not 
HO much the apparent money value of the concessions given and received under the 
system of Imperial Preference that mattered so much as the general reaction on the 
public mind. The very idea of Imperial Preference appeared in some minds to be 
tying India for ever more securely to the chariot wheels of British Imperialism; and 
ali such some public opinion was definitely against. -

At the present time, the apprehension of the pre-Independence days have ~-ery 
little place. If IQ.rliq. now joins any system of closer trade alliances, it would, pre
rmmably, he ~r -.~interests as conceived by her own chosen leaders. Opinion 
may differ 01 r'tletails or clauses and commodities of such agreements. 
But the basi~o . r/untary pact, as against a prearranged scheme foisted upon 
this country j'Be her govarn1.nce wa,s i~ alie:1 hni3, m1.:b all tha 
cliff Jr Jnce. ~ . 

The Tr~4 ·~Agreement, and the Havaha Charter of World Trade 
and Employ~·· · nded by India's own representatives freely consenting to 
rmch arrangd; ,t asic principle of these agreements is to reduce t~iff 
Larrit·rs and atl l liments infthe way of free flow of goods and service between 
all the nations f orld, in the hope that by that means universal prosperity would 
b~ promoted.(' are provisions in the charter which do not preclude entirely 
the principle ·eference. The Imperial Preferencejlas not been without any, 
benefit to Imli: nrl it may be continued with such changes as may be considered 
nccc!'lsary in tl e light of the changed political conditions i'l India. If there can be a. 
Union of \Ve.~tcrn European Countrie3, why not utilise an existing Union in an 
arlvantegeous way if that is found po3sible 1 

" Question !j9 .-The Indian Fiscal Co1nmission of 1921-22, recommended that. if tM 
policy of Imperial Preference was ador-ted, on the lines indicated in 
their report, its a 1.-'J.lication should be 9ourn~d by the fcllowing j:rinciples: 
(a) that no prEference should be granted on any article, without tM 
approval of the Legislature ; (b) that no prefirence given in any way 
sltculd diminish the protection required by Indian industries; (c) that 
preference shculd net involve on balance any appreciable economic loss to 

1 
Imlia. 

On the fl8sump!ion that the sch~me of Imperial Preference is continued, would 
ycu consider the above princir.le adequate 1 If not, would youformulr~U 
a comprthensive set of principles that may be applicable to the circum· 
stances cf tlte present ? 

Unrlcr present conditions of an independent, sovereign Republic of India, the 
first condition is utterly needless; as no such agreements would constitutionally be 
possible to make, without the concurrence or approval of ~he Legislature. 

The second condition or principle is a very necessary one which no Indian 
Government rpsponsible to the representatives of the people can ignore. On no 
account should there be any reduction of the proton available to Indian com-
petiting industry. The principle should be insisted r recommending a revised 
Fiscal Policy. The third principle of calculating in ·ase the loss or gain on 
balance of preference a~:,rreed to, is a matter largel .,-termined by administrative 
detail. 

Changing circumstances may render the calculations of this year inapplicable 
to tho next .. However it is important and advisable to insist upon such principle 
now also. 

In making any such agreement nowadaY.-"• t be borne in mind that the 
main direction of India's trade is changing, an ew customers' interests and 
requirements must not be ignored because of ol< ititmal ties. The preference 
to be given in respect of any commodity will have to carefully weighed purely on 
its merit and there should be mutual and reciprocal ad; tages. There is no point 
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in giving praferences to U. K. in commo~litics in which she experience'> keen com· 
petition in India in return for conc0ssions from her in the ca'>e of commodities in 
which we enjoy a virtual monopoly. Further, care will have to be taken to see that 
Imperial Preference does not stand UJlduly in the way of India's securing advantages 
from non-European countries under bilateral or multilateral pacts in future. 

Question GO .-W auld you make a broad analysis of the effects of the preference granted 
and received by Ind£a and U.K. respectively under the Inda-British 
Trade Agreement cf 193.? as modified by the provision-s of the Oeneml 
AvEement on Tariffs and Trade under the following heads : 
(a) exp:tnsion of trade; (b) customs re~·en~u:; (c) price lael.~ of p ·".,fened 
commodities. 

This question is unnecessary to answer in detail, a'! the war which occupied six 
full years of this decade materially changed the background. Trade could not flow 
at all in its normal customary channels; nor could it be in comparative costs. Price 
levels could not be regulated by economic factor:> alone. Shipping, indispen•uble 
for overseas trade, was lacking to a dangerous degree, though even then the G J\·em
ment of India did not learn the lesson of having or building up. an adef!uate efficient 
mercantile marine for India, owned, manned and controlled by Ind:a 1s. rncler 
these circumstances the dimensions of such trade as there was were- verv unnatural; 
and whether growing or declining, the phenomenon cannot be attributed to tlv~ 
stimulus or handicap imposed by the T~eaty mentio:1ecl in the questi )ll. 

The growth in customs ren'nue, ·which has umloubter lly occurre: l in th: !t < I I) 
years to an unprecedenterl. degree, cannot be explain·.d, either by the O[lCration vf t 110 

Treaty. Rise in prices due to continued inflaJion much more etfPctively explain-; the 
growth than any influence of the treaty, as the bulk of our tariff is on an ad rrrlcr€-m 

:basis. 

The rise in the price level, which was t;\·en more a noticeable feature of thts 
period, is due to the reckless wartin1e spending without limit, and the con~ef[ul::'nt 
inflation in the Kote Issue whieh was practically incom·ertible. Trade, and parti
cularly preferential trade, had no chance worth the name of assertin(J' its infLu·ne·~ 
in adding to our customs revenue. o 

All these were, therefore, no index of the effects of the Indo-British Trade Trnty. 
·For the rest, the analysis of our present <lay Foreign Seaborne Trade is giv·en in am1n'r 
to an earlier Que;;tion for a period much longer than menttonecl in thi;; QLF·-.tion; 
an1l so we ncecl not repeat that analysis and comments once again here. 

Que.•;tion Gl .-Plea~e· attempt a si·milar analysis ·in respect of the trade btltNen lnditl 
on the one hand anrl the ether Commomcealth ccuntries, and the !Jriti.-;h 
Colonies on the other. 

To answer this Question, one must ha\·e <ktailed and up-to-date stati::>tics. \dtidt 
are not a\'ailablt>. Absence or insufficiency of adequate and up-to-Llate illfomwtiun· 
or statistics is, in Ltct, the persistent handicap throughout in the preparation of thts 
Memorandum. The volume of trade however. in thi;; SPctor, i-> not largc' encllt;:dt t') 
affect the argument nrh·anced above materially. 

Question G'? .-In wlurt direction and to tclwt extEnt do ycu thin!..· the fr<Jatnct un 
import.s in India hare afjecitd the burden on the Indian cons>c•nrr? 
Could you attemr.t a quantitatit·e a.sse.s.sment tcith rtjaence to som•• ut•tjor 
preferrul i.Jt[Ort.s? 

To answer this que;;tiun one must have more dl'taikJ allll up-tu-tbtG sLtti.-<til's 
than are a\·ailable to the public at large. E\·en as regards the major comn\l)< it ttl'S 
under Preference, conditions other tl.um preference in customs duties kt \ e so ,·itally 
affected the tmde, that it would be unprofitable to offer such minutely detailed assrs :. 
ment, eyen if the indispensable material on which alone such as;;rssment cuul,l be 
based were available in fullnes;; and up-to-date, and the time allJwed for answermg 
such q 11estions more liberal. 
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Question G-1. --Ia it possible to make a similar estimate of the exfwt to u·hich our exports 
lmve exp'1nded as a result of tlte preference.9 receit:Ed by us, in the U.K. 
Dominions and t!te other llritish territories?· 

It is pos>i}Jle, hut not much use makincr such an analytical cstiniate for reasons 
• 0 ~ 

gtven above. Th~ basic idea of the entire sc·heme of Imperial Preference was diuer-
cnt. It i:-~ unacceptable or unworkable in its present form under the new set up. 
If closer Tr;1d(~ alliances with particular groups of our customers abroad or our 
sourceR of supply in foreign countries are made, they will be made with an eye only 
to Int~ia's immediate as well as long range interests, in which mere money values,· or 
quantltati\·e indices may not be all-important. · 

Question GJ .-Apart from the economic advantage that may be derived from these mutual 
preferences, do you think that they confer any bargaining s~rength on 
India vis-a-vis (a) tlu U. K. and other Commonwealth countnes 1 and 
(b) non-Commomrealth countries ? If so, please illustrate your ansu:l'.r 
with some examples. 

Th(' an.'>wcr, tJ be satilllfactory, would require a detailed analysis and histori?al 
review of tho course of trade with the units mentioned ever since the idea wa~ trwd 
out. For ;;u(·h a dose analysis and hh3tory there i~ neither the time, nor a sufficient 
material aY<cilablc to the ordinary public. 

In gPneml, howevnr, it may be added that the very idea of such preference ~eing 
~ranted or receh·ed prcsuppo:-;cs actual bargaining on particular items or articles. 
The bar~rainin~ may result in an accession of strenf._,rth in one direction or :mo~h~r, 
to orw ,,f tilL· bargainers or tho otlrer or both. It depends not only upon the skill m 
lmrgain in~ of the sev(•ral negotiators, but also the overriding pow or, influence or 
authority, "hich, in the days before tho Transfer ofl'ower, were not ia Indian hands, 
·e\·en us n·;!ards Indian cconumy. 

Ttwn· Jllllst also be a yerv detailed knowlcd.rc rc.rardincY the articles of trade, 
tht> dctail<·d din·etion of trade 'with each country,

0

and their c~sts of production and 
:-;ale. 'Jbis Llst are a mnstantly changing quantity. Offidal ncgoti<Ltors, under the 
then •·uJHiitions of India, had either not the knowledge, or not the independence of 
thou:!ht and breadth of vision necessary to sceure the fullest advantage of such 
llilrgain. 

lTw!l-r mo<lern conditions, the c.-;,.;(•nce of the prineiple of preferential trade with 
{'t·rtain <·ountri(';; or groups may bring 111ore advantage, if o11r negotiators acquire 
:-uffi(·io·Jttly detailed knowledge of all the relevant considerations bearing on our trade, 
n111l tl,.-ir reaction on our indu:-;try. But such negotiations need not be only with 
the <·ount ril'>l of the Dritish Commnnwealt h; they may bn with any country >-pe~:ially 
1-iuitL·cl to supply our rweds anll to absorb our produce. \Yo must, therefore. cease 
to tlti11k ,,f prl'f(·n·ntial trade in t('I'JilS of the Commonwealth only. This docs not 
mean t),,,t \le should dis('ard an exi,;ting union. As al;cady pointed out it should 
Lt· ut ili,cd to the mn \imum advantage with necc~:-oary adapttltions. \Ve would 
partil'uLuly lih· to L'llt[•hnsi~e the po,;,.;ii.Jility of developing markets for Indian 
llHlllUfaclui'l'J;; in c-tTtain uudt·nlevolope•l commonwealth areas as ah;o in some similar 
area,; 1-Ut~iole the l'omuJOII\\'(•alth by Lilateral an•l multilateral treaties granting 
mutualprcfL·n·n•·(·s. ~uch arrangements would Lc quite necessary as world returns 
to Jlonrr;tl conditions aftl'r the }JOst-war pPriod awl when competiti\·c worlrl economy 
i:< n·.~trHt·d . 

.Arh :tit! ages other th;m l'Couomic are too intangible to bo correctly evaluated, 
and JH'"f'L'rly pre;;cnted. "\nd yl't advantage:; of this type may be more substantial 
from tlw stand point of a _L'rowing economy thart the merely material benefits 
mpasural.le in money. But if membL~rs of sul'h a Preferential Trarle Group could all 
ad togd her in l'\'l'ry iustaiJL·e; and if their initial bond is conceived in honm;ty and 
appli(•d \l"ith equity to all, they may, collectively, derive a ('Qnsiderable accession of 
btn·ngth whil'h may then be utilised for the bcneflt of every individual members of 
the Howl. 



196 

Qw:.ytion 6i'J.-In the light of your replies to the aboue Questions, would you formulate· 
your view on the desirability of continuing th8 system of existing prefer
ences between (a) India and the United Kingdom, (b) India and the 
f)ther Dominion.'J, and (c) India and the other Britis'h territories. 

(ii) If you are not in favour of continuing the e.risting system, what modifica
tions would you suggest ? 

'\Ve have already stated that the existing system of preference in the U. K. 
may be continued with necessary modifications. It has to be noted however that 
Britain is not in a position to meet India's principal need for the moment-food
stuffs and industrial machinery. England is too busy restoring her own war torn 
economy ; and she cannot produce food enough for her own present population. 

The Dominions are in a different position. They are still predominantly agri
cultural, though they have also great industrial resources as well as ambitions, 
comparatively speaking they are better industrialised than India. Neverthelflss, 
India and these countries are more on a level than India and the United Kingdom. 
Bargaining is possible, and if properly conducted, may be mutually and substan
tially beneficial. India's present needs of foodstuffs may be supplied by Australia. 
and Canada, almost as well as by Argentine, Brazil or Indonesia ; while her re
quirements of basic machinery and equipment can also be supplied by these Do
miillons. On the other hand, India can advantageously dispose of her surplus for 
instance, oilseeds, jute goods and hides and skins as well as tea or coffee to these 
parts. · 

It is really a matter for close bargaining with mutual good will. The parallel 
can be extended to Burma and CPylon, though the formn is no longer a British 
Domiillon. 

The remaining British territories are still in the colonial, or primary producer 
stage. They are relatively undeveloped, sparsely populated, and with a low de
mand. India can find reasonable markets there as well as sources of food and raw 
materials. Preferential trade may therefore be mutually advantageous between 
them also. 

SECTION G. 

Treatment and obligations of protected and assisted industries 

Question 66.-(a) Do you consider that industries rec! iL·ing r-rotection or assistance 
from Goz•ernment ou·e a SJ-ecial obligation to the rest of the community as 
regards the manner in which they rench r their se.rvices 1 

(b) If so, please state your views as to these obligatt:ons under the folloll'in!J 
head.<J: 

(i) price policy and price structure : 

(ii) wages and conditions of labo'!<r : 

(iii) ador-tion of technological improt•ermnt.s 
(iv) initiation of research in th! technique of production and distribution : 

(v) training of apprentices and Government scholars and stipendiaries : 

(vi) control o·!Jer the distribution of the products of protected industries i" 
certain contingencies. 

yes. The main argument for the grant of fiscal protection financial aid, or 
other forms of special assistance to indigenous industry is that, without such aid, 
the industry may never be established in the country, or, if established, it may m'\·er 
rrrow to its legitimate proportions. And that inspite of its suitability, from the 
point of Raw Materials, local market, and plentiful supply of labour. To enable 
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an Industry of this kind to take root, the community decides to grant it such as
sistance and protechtion, during such period that the Industry is able to establish 
itself, and to develop to its legitimate proportions. Foreign competition could drive
it out of existence, if no such fostering care was bestowed and maintained for a.. 
given period. But during that period, while the Industry is taking root, the com
munity will have to bear the burden of its protection, either in the shape of direct 
cash bounties, or subsidies ; or in the form of indirect price increase of the pro
te( ted commodity or service. This makes an irresistahle moral claim of the c:om
munity, against the industry protected or assisted, that the aid given to it at. 
the cost of the public, during its stage of struggle for survival be retwned in one· 
form or another, when it attains to a status, where such return is possible. 

The two easiest, simplest and most direct forms, of return are : (i) price re
duction and (ii) wage increase. The former goes to the community at.large which· 
consumes the product of the protected industry or service ; and which bore the
burden of the indirect protection in the form of fiscal <luties. This latter benefits· 
the actual producer of the commorlity or service, that has been fostered by the 
aid of the State. 

In neither of these cases, however, will the return by the industry be an un
qualified burden upon it. For in every modern industry, subject to what in econo
mics is called tlie Law of Increasing Returns, the reduction in price would lead to an 
increased consumption. This would stimulate demand, and in its turn, would 
enalJle the industry to effect further economies in its cost of production, and so re
coup itself, in part or whole,-or even more than proportionately, for the sacrifice 
invoh·ed in the reduction of the price. But it is essential that price structure as a 
whole is kE-pt in consonance with the va:rying rythm of the cost of production so that 
the sacrifice would be more than compensated to the industry. 

In the latter case of wages increases, with every increase in the prosperity of· 
the industry, the industry could well expect a sympathetic increase in• efficiency or
labour .• In fact it is ·the duty and obligation of labour to increase its efficiency in 
proportion to incrmtse in wages in protected industries so that there may be a re
duction in the cost of production. In this way ;t can only repay its debt to the state 
which has bf'cn paying for the protection of its industries and enable it to get the 
benefit of reduced prices in the long run. The stability of the prosperity of' the 
industry concerned also depends in a large measure upon this. The efficiency of· 
labour in its turn will reduce the cost even though the return to labour is higher. 

As a rule it may be stated that the labour item in the cost of production in 
most industries is not more than 60% and often nearer 40 at the rate of the total 
cost. But if better wages and greater regard to the worker's welfare improve the 
aggregate efficic·ncy of labour to even the same level, the increased burden on the 
industry would be more than compensated. 

In either of these two cases moreover the demand for price reduction or wage 
increase would be reasonable if the industry has made progress, and the progress . 
is in the main ascribable to the protection or assistance granted by the State. Com
parative statistics of labour efficiency are not available nor, even if they were, 
would they be absolutely convincing, as factors other than money wages enter into · 
the efficiency of labour. There is further the element of the efficiency e.g. the tools. 
with which labour has to work. If the owners of industry are unable for reasons 
beyond their control to bring about timely renovation or replacement of worn out 
or obsolete plant and machinery neither the management nor labour will he able to 
make for increased efficiency. 

The two items next enumerated in the question stand on a different level. 
AJoption of technological improvements, known to increase the efficiency of the 
industry is in the interest of the industry itself. The State has in fact to think of
the entire industrial wealth of the country, and not of any particular industry and 
much less of any establishment in that industry. It should indeed be that the · 



Hl8 

State encourages and stimulates such investment, either bv permittin()' a rrreater 
share of tho profit or surplus derivable from this improvenient to rem~in i~ the 
hands of the entrepreneur or proprietor ; or e\-en aid him, by loan.in~ capital at a 
low rate of interest during the period the improvement comes into workin~ orcler. 
By this means, those who would not effect such improvement in a tinwly manner 
would be automaticall.v tempted or less protected than those who promptly and 
willingly bear this obligation implicit in thPir receiving protection. 

The initiation of research for enhancing industrial efficiency is still in this 
country mainly an obligation of the State. Government is primarily responsible 
to set up anrl maintain such research institutions ; or the burden is shouldered 
by the Uni,-ersities which are semi-public institutions. The realisation by the 
leading industries of the value of such research in the improvement of their own 
prospects is slow and hesitating. Perhaps it is as well that the State ha'l the 
dominent voice in providing and maintaining such research facilities, lest pri,-ate 

·i 1dustry should make a fetish of secrEC.f of new discover:es or inventbns, or improved 
processes for their own exclusive benefit. The good of the country a'! a whole ean 
be prom is 3d only if the research is spread on the \\idest area, and the benefit a vail
able in the fullest measure. 

Training of apprentices and Go\'ernment scholars and stipenrliarics is a. re
cognised obligation even today, upon those foreign concerns which supply stores 
and other requirements of Government. In the usual agreements with foreign 
firms which provide sueh supplies, this clause has always been insisted upon in the 
last 30 vears, when our Stores Purehase Policv was rationalised, and made more 
congeni~l to Indian industrial de\-elopment. "rr such an ol)ligation coull be 
shouldered without demur by foreign suppliers to whom no direct benefit or indirect 
protection is gi,·en by our Government beyond purcha~ing their wares in an open 
competitin\ market, it should be indisputable thJJ onr own industries, lmilt u2 by 
the protection or assistance of our Gon~rnment, should assume this obli:;ation with
out any he,.,itation. 

It .is, besides, to its own ad\-antage to ha\·e such trained p..>r~omel. e<t:,;ily 
a\·ailable in their mn1 l'nterprise. One of the h,mdicaps of Indian industry to-clay 
is that the nrces~ary skillcrl technieians and cxpciicncd. scielltists are Licking in 
the number of proportion re<juired. By this method the industry woul<l be able to 
train up, within a reasonable time. the trained personnel neecle:l, and, if simultane
ous and reasonable nrranp:ements are nwrle for their absorption ant! empbymcnt. 
within the indn::;try it::;elf. the· entire proLlem. "hich now is S:1i<l to hinLlcr or impeclc 
the maximum 11ossihll' )!l'tJ\I"th of industry in this country would be soh-ed. 

The la,;t item gin·n in the Qncstion finLls its j ustit:i(·ation, as much on ethical, 
as on ccmwmic L>;roun<ls. The l.wnefit of proL'ction having been recei,·ed, in the 
first place dircd(v by the industry, and uwler the prpsent sorial orclcr. Ullln,;try 
beina o\\·twrl and mana"ed bv the ec1J'italist urovirler of the place, material an.l 
tool; uf work, Ill' is in ac po:>it.ion to monopolis~~ the resultant gain::; a:l to him::;L'lf. 
The root of tlH' prPYailing social rliseontent in <til rountries lies in the' coll:<l ion,;nc33, 
that the en pi L1l i;:t mnwr of ind nstr~·, cr l'\"f'll the C'llt repn•m•ur Luillin ~ up an 
in1lnst rY. !-fPts L>r hi::; inn•stme.lt or entrqni,;e a di,;pro~Jurtioiut,·ly hro;:er ,;lure than 
is justiiiablc'. Ti1c· inj-lstire set·ms the grt~akr, whC'n the owner':; profits are lLtt' in a 
consirlernolJ lllt'<lsure to the protcdion granter!, Llirectly or indirel·tly, by the State. 
There i:;, mon'O\Tr, in cyery profit der iYed fmm modern industry, an cl,•mcnt clue> to 
tho scwial cllllca\·our, or special roniunetuw, as it is callt•d by some economists, 
whiPh mav "-ell be n'!:!:atcled as" Pne~nnecl" income. This can be more Ctflit:llly 
shared with the rest 'of the community. Hence the need for and justification 
of a greater or closer control on ~i,;tril~utitln, in the sense both of t.he comn~odity 
or sen-ice produced and snpphed w1th the hdp of such proted10~1,. antl m tht· 
sense of increased purchasing 11ower. or. better stan~tucl c.:f hnng . t~ the 
()ommunity as a whole, beside's the share o1tamed by the mune(hate partiCipants 
in the working of the industry. 
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Que.,tion 67.-(a) Is it nect.ssary to stipulate tlwt no protected or assisted industry: 
should engage in any resfrictire practice. in respect of-

(i) production, 

(ii) distribution, or 

(iii) prices ? 

(u) What general principles u·ould.yo·u suggest to regulate the right of associa-
tion or combination of the different units 1:n a protected or assisted in
dustry 1 

Yes, for otherwise, th~ benefit resulting from the protection would be taken in 
;t Ji:;proportionately large measure by only a small section of the community. Res
trictive practices tend to create a monopoly, a close Trust which can only flourish 
at the expense of the community, both in the present and in the long run. The 
highc:st gain for the monopolist result for the limited output, which would restrict 
supr,ly, and so secure better prices from the same m: expanding demands. This 
is oiJviou~ly not in the interests of the country, which· se£>ks to I?uild up a broad 
ba:;;cd indu>;trial system. The same logic applies to the othPr two items, which are 
all fea:siLle, gPnC'rally speaking, under monopoly conditions. The history· of the 
American Trust is doquent of the abuse possible, under a protectionist rC'gime of ali 
these kinds. The provision, again, in all Railway rates legislation to forbid lmfair 
Jitlcrimination as bctw£>£>n custorners,-i.e., in the distribution 'of their service as 
monopolist carriers,-is another illustration of the same logic. A stipulation is 
thus necessary every time protection or assistanee is granted to any enterprise that 
sueh practices should not be allowed. The most effective means to give £>ffect to 
this condition, would be by a system of Licensing each concern or enterprise. The 
cuwlitions contained in each license would see to it that such practices are not per
mitted. If the license is renewable from time to time, and liable to be discontinued 
on the breach or evasion of any of i'ts conditions, the danger would be much less . . ·' 

'(/ur8tiun GS.-Trould you lay dou·n any conditions regarding tl1ejinancialstructure oF 
the industries rec-eiving protection ? · 

Generally speaking, it would be desirable to have all such industries organised as 
joint stock PntPrprise. Under that form, there will have to be a wider distribution of 
capital invcstmPnt., and automatic training to the investor in what we may call 
lwlu,;trial Self Gowrnment. Such industries would, as a rule, require much larger 
capital than single individuals may be able to furnish from their own resources. 
E\·cn if Danks an<l other Credit institutions are drawn upon for the working, if 
not fixctl, c·a}>ital, the latter would find better security in a joint stock concern than 
in a sing!.~ proprietary or partnership concern. A fair deal to the labour engaged 
i;; ul~o PasiPr to achieve in the joint stock public company organisation than in small, 
scattf'red indiddual proprietary enterprise. There is, moreover, greater publicity
in account", in the working and management of a joint stock concern than would 
be pos:-;iLle un<lf'r a single individual proprietorship, or even under partnerships. 
Sneh publicity is desirable in the interests of a more effective control of the industry 
afTl'ctcd, as wdl as to facilitate aid bPing given if and when and how it may be needed. 
Tl10 principle may be modified in enterprises which are engaged in some essential 
production or scTYice, e.g. insurance business, where some form of co-operative or
ganisation, or mutual aid, may be more suitable and sufficient, economical and ad
vantageous. UnclC'r both these forms, it would be easier to maintain supervision . 
and control over the working of such concerns, and particuarly the financial and · 
production aspects. If, for instance, excessive reliance is placed, for working 
capital on borrowed, short term accommodation, or even as regards fixed capital,· 
it may endanger the entire financial system of the country, and may induce an un
necessary crisis. To guard against all these dangers and to facilitate reaping the 
fullest benefit of State aid to industry or protection, the suggestions made 11 \love are 
adviRable; 
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(Question 69.-Are you satisfied with the present arrangements for the standardization 

and control of the quality of industrial products ~ In particular, do you 
think that any special arrangements for the control of quality of the 
products of protected and assisted industries are necessary. 

(b) If so, would you impose this duty on the protected or assisted industries 
through such special organisations as the'y may set up U'ith the approml 
of Government or would you set up any special institutions outside these 
industries ~ 

(c) What in your view should be the structure and functions of such organisa
tions or institutions ~ Should they be professioru:lly expert bodies or be 
composed of representative.~ of the different interests concerned ~ 

There are at present hardly any standards whether in the protected and aided 
'industries, or in the non-protected group. For lack of standardisation, there is a 
needless loss of market, and impediment to consumption, which only reacts to the 
prejudice of the country production. The recently established Indian Standards 
Institution is consequently to be regarded as a step in the right direcnou. 

It is in the general interest to let a central institution of standardisation like 
-the Indian Standards Institution to do_ the work of preparing standards and con
trolling quality of industrial products. The Indian Standards Institution has done 
much useful work in this direction in the short space of time since its establishment. 

'To improve matters quickly it is necessary to enact legislation and create requisite 
machinery under the Indian Standards Institution to control quality of production 
both of protected and non-protected industries. 

The Indian Standards Institution as it is at present constituted is the proper 
body to standardise and control quality. This Institutionshould be empowered 
by lerrislation to license to producers the use of its certification mark to be placed on 
those

0 
products which fulfil the standards laid down by the Institution. The pro

cedure laid do"'n in the Indian Standards Institution and other rules for the pre
paration of standards is sufficiently representative of all interests concerned, and 

· the care with which this Institution prepares the standard-specifications is a testi
mony to its ability to do the job p!operly. 

•Question 70.-Do you think that the obligations should be embodied in the relerant 
statutes dealing with protected or assisted industries or be left to be pres
cribed by the tariff making machinery on an ad hoc basis, in each 
individual case of an industry seeking protection or assistance ~ 

If these obligations are at all to be enforced, it is indispensable that they be 
given statutory effect. They cannot be left to be-prescribed on an ad hoc basis for 
each industry separately. For, in that case, there \\ uuld be no shndardisation, 
or common pattern, under the country's fiscal policy a>- such. Staudardisation is 
necessary, not only for the benefit of a given industry or its market ; it is needed in 
the aggregate interests of the country's economy as such. 

Moreover to permit the tariff making body to pre-scribe such obligations for 
~ach indust.J separately, when it seeks protection or a~sistance, would be investing 
the tariff making or recommending body with an excessive and undesirable authority, 
power, or function. The primary function of a tariff-making body,-whether 
appointed separately for each industry when it asks protection o:- embodied in the 
permanent machiney under the Fiscal system of the country, is to in~·estigate the 
conditions of the industry desiring protection, its cost of production and handicaps, 
its market and potentiality; and thereon suggest the most effective and appropriate 
method of securing its utmost development. In its recommendations it should 
also include suggestions about imposing the necessary obligations. conceived as 
muf'h in the interests of the industry. as of the country at large, and to guard against 
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the po~sible ab~se ~fp~~tection. _It cannot be clothe?, therefore, with legislative
and still less w1th JUdicial authonty, power or functwn. For otherwis~, room for 
corruption would increase and the enforcement of those obligations beset with un
foreseen and innumerable difficulties. 

QIU'stion 71 (a).-Do· you consider that any special administrative machinery is neces
sary to ensure that these obligations of protected and assisted industries 
are duly discharged 1 If so, what form of administrati?:e machinery 
would you suggest 1 · 

Some administrative machinery would be needed to see that the obligations 
imposPd by the appropriate authority, at the time of granting protection are duly 
carried out by the protected industry. 

The existing administrative machinery under the Director General of ,Industry 
and Supply at the Centre and the Directors of Industry and the Chkflnspectors of 
Factories in the Provinces should be utilised for the purpose of obtaining informa
tion on the observance or otherwise by the protected industries of their obligations. 
This information should be placed before the Advi&ory Committee or the Licensing 
Board proposed to be set up under the Industries Coptrol and Development Bill now 
on the legisltive anvil. Th~ Tariff Board should also have its ovm se.cretariat to 
watch the progress of protected industries. 

Question 71 (b).-Or, would you prefer that this function should be entrusted to a 
special wing of the tariff making machinery, or of any other existing or
ganisation ? 

Que.~tion 71 (c).-Or, do you think that it will be necessary or desirable for Government 
to be represented on the management of protected or assisted industries, 
in order to ensure that these obligations are carried out in the spirit in which 
they are conceived ? 

:Xo reply is necessary to this ~ .• view of what has already been stated above. 

In a properly planned economy protection or assistance to specific industries 
will have to be given as a part of the general plan of industrialisation. However, 
it is not desirable to have representation of the Government on the management 
<lf protected or assiste? industries because it will lead t~ unnecessary interfer~nce. 
The surveillance exercised by Government and the Tanff Board under machinery 
proposed above would be sufficient. Association of Government in the manage
ment can only be justified in concerns in which Government hold a direct financial 
interest and not in all protected industries. Further it would be physically im
possible for Government to be associated with the management of all industries. 

SECTIO~ H. 

Organisation, Methods and Procedure 

<Que.stion 72.-ln the lig~t of your. replies do you consider _that the existing a1ministra
tive argnn~,Sattons wtll be adequate to deal Wlth the problems of tmplemen
tation that may arise out of Government's acceptance of a comprehen
sive policy as regards 

(i) fiscal measures, and 
(ii) non-fiscal measures 1 

The prt>sent a.dminbtrative mac~ery consists m~inly, of (a) Th~ Tariff ~oard, 
appointed ~rig~~ _ad hoc for each mdustry ap.J?lymg fo~ protecti~n or a1d to 
in,·esti<'a.te 1ts conditwns, and make recommendatiOns for 1ts protection, or other
wi ·e ii~ such form and on such conditions as the Tariff Board may think proper and 
of "the ::\Iini~try of Commerce. The application of each industry has, in the fi~t 
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instanc~, to go to the Comnwrce :Ministry, not the ::\Iinistry of Industies with a 
prima facie case for protection. Only if Government refer the case for enquiry 
can investigation be m;:o_de the problem consid.ered in all its aspects, ar,d r<'comme~: 
da.tions made. If those recomm~ndations involYe legi><h>."! ion, the Rq c.,;·~ woul1l 
have to be plac<'d lwfore the LegH;l?,ture ; and thrtt b(o<ly may take its own clcei
sions on those propos1.ls. A Bill based on those recommendation", -..viii have to go 
through all the usual stages of a proposed legislation, J:hough facilitif's wrmld be 
found for its enactment as a Government Bill. 

In this arra.1~gement, there is neither approplia.te:Jess. p(·rmanm~ce, nor co
ordination of all the various requirements for impbmentin.g the Tariff Board's 
racommenchtions. The very Ministry which deals with this matter, is not the 
Ministry of Ir.dustries, but of CommercP. The trade aspect is made more impcrt
ant than the indu,;try aspect,-probably because, in the first inception of this policy, 
the for.:ign tr..tde of s}lch protected commoditi<'s was most important. 

. The problem of developing industries by every kgitimate mPans ha~:~ n·t to be 
concdved as part of the aggregate nationd economy, not an isvlated feature in an 
uncoordinated jumble. The emphasis on pro(l.uction has yet to be placed upto its 
proper degree ; while the Dbtribution aspect of successful proter~tion to In(l,ustry is 
all but ignored. There is, in. other words, no co-relating, co-on:.inating, a.n,d interrrat
i;J.g machinery, to make 1:1Jl the various facets aml items in the policy mut;ally 
sympathetic p<wts of e. common, consistent programme. There is neither planning, 
nor progr~Jmming, no overall view of the country's eeonomy, n,o comprehensive con
ception of the nation's future. 

The Tariff Board hc>os, in recent years,'been maJe som<C'whn.t mc.re permanent ; 
and a. group of applications Is referred with cert11in standing term:; (,f reference in 
pursue.nce of a. common policy. But delay is still ineYitable, <:.s the Boarcl. cannot 
consider applications suo motu. Xor IS it m:c.d<> an inte;n-a.I fea,tm•e of the £dm.inis
trative machinery. This organ, or some other of its kind, more permar.ent, mc,ra 
broad-based, and wider powered, must be made part of the entire admin.ittra.tin 
system. And that system must be designed to carry out i:t:dustrialization as rJer a 
definite pUm, comprehensive and co-ordinated and requiring simultaneous ulvcnre 
on, I:'Jl fronts, as f<H ~ts possil,le. The system should also pro-vide for intef,rration 
~n,d co-ordination of the working of (I) the T<wiff Board (2) the P'anni 1g Commi5~ion 
suggested to b0 set up at 8 late1 date in reply to question No. 73 l'.nd (3) the propos< d 
Industries Licensing Board or Addsory Committee envisaged under the Industric·s 
Development and Control· Bill. 

On the non-fiscal r-idl', the b.cunie in the existing machin£"ry is much greatt·r. 
Measures rdctting to the as:·mmnce of suitable and sufficient quality cf n; w m<'"teriab : 
and ad'=quatc tra.nsport and ma;keting facilities, of credit and insurance, lie with 
almost exclusively in. its ·own compartment. These must be integrated, muhmlly 
co-ordin~Jted, an1l made to act in concert, all functioning to attu,in a pred.eit'rmin£"cl 
gon.l. Banks, railways and ships, power sources, consukr agents and diplomatic 
arranrremen,ts, negotiating and concluding trade treaties will all have to work t .... 
gethe~ to make tho aggregate policy a con,~:~istent whole and an absolute success. 

Que8tion 73.-lf not, what organizational changes would you propose in the existing 
machinery of Government dealing with these subject8 ? 

The changes needed for Implementing a comprehensive policy of all round 
Industrialization, within a predetermined period, have been stressed by our Or
ganization from time to time. A succinct summary of these proposals will be 
found in the " Industrialization Scheme in, Two Parts " brought out by the Presi
dent of our Organization, Sir M. Vis-vesvaraya in 1949. 

If industrialis.1tion is to be carried out in an ordered, all round, simultaneous 
and smoot.h manner. an overall machinery, like that of the National Planning Com-
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mission would have to b~ set up after sometime. Ruch a body may be representative 
of the interests conC<'rned, as well as of Government. Its presidency may be vested 
in the head of the Government, to give prestige, and to make its recommendations 
weighty as well as balanced. The Planning Commission f'hould only be an advisory 
and recommendatory body and should not be invested with any executive functions. 
But the present time is not yet ripe for the appointment of a Planning Commission. 
\Ve should not add to the existing committees and commissim:s without making 
MUre that the plans programmes, policies and recommendations of all thel'e bodies 
1·a.n he translated into action. 

·'he control and supervision over each }Jrotected and assisted industry, includ
ing the fitness and adequacy of the me~>.ns by which such protection or assistance is 
afforded, or its ferro may be entrusted to appropriate Directorate of the Director 
General of Industry aP.d Supply for el:.rh group of connected industries, embracing 
all the undertakings within er.ch industry, rJ;,d cordating all activities, frc·m getting 
mw mat(·rials to marketing fini::~llf'd products. These Directorr.tes would be mu
tually co-rdatc·d, ami made to act in harmony, under 'the general supervision of thE· 
Dimetor Gen.eral of Industry and Supply. · 

The relations also, in respect cf giving effect to the Plan, as between the centre 
and the unitR, would have to be attended to by reproducing, on a smaller scale, the 
natiow1l ma(·hin('ry and crgani~ation on a unit scale, going do"\\n to the smallest 
practicable unit in. eac·h case, and connecting those units into a national system by 
linking up ea.dt in an eYer widening federal c·hain. Arrangements should also be 
made for grea.ter co-ordin11tion betwren the centre ard federating stat£s of the 
Union in all matters relating to industry as at pnsent in a number of cases pro
jects sanctioned or supported by the centre are held up in execution for want of 
requisite co-opl'ration or encouragement from the provinces. 

QuPA~ticm 74.-(a) It ha.9 been suggested tbat it might be necessary to set up one compre
hensible organisation (padaking of the nat·ure of a Trade and Industrial 
Planning Commission) subdivided into suitable branches to deal with the 
planning and execution of various measures, relating to (i) tariffs, 
(ii) other fiscal measures, and (iii) non-fiscal measures, etc. Do you 
agree with this view 1 

(bl If so, would you indicate the type of organizational chart that you have in 
mind? 

Tho detailed answer in the previous question will suffice in this case also. Plan· 
ning Commis:-;ion :;;hould net be the head of the comprehensive organization but 
oJ,!y a. part of it. As sui!~C'sted before its activities should b.., co-ordiuated and 
it,tegra.tcd into those of the Tariff Board and the proposed Industries Licensing 
Board or AdYisory Committee (•nvh;aged under the Industries Development and 
Control Bill. 

Q'u>-~tion 7:j'.-(a) Alternatively, u·ould you prefer a seriesojspecialised organizations 
dealing tcitlt these particular subjects 1 

(b) If so, how would you corelate the junctions of these administrative organi
::.rztions 1 

A series of t>epar11te, independent, uncoordinated organisations each dealing 
with a Hpeeifil'd branel1 or department of the work, would lack cohesion, and 'l)e 
un;~blc to tnkc co-or,~inr.ted a.ction,. Even if some arrangement is m::tde by which 
t hP."'t' in(ll'Jwntl•·nt ofiices or organisations e.re interrelated, there would inevitablv 
be an ;;.mount of red-tape and consequent delJ.y which would not be in tho best i:ri'
tPre:;ts of tlw country. It is possible no doubt to dcrise better methods of prompt 
action, but the more numerous and indC'pendcnt these organizations are, the more 
would hl• the overlapping delay ancl red-tape. The plan suggested in answer to 
question 73, ancl rPpcated above would b(• much better calculated to meet the needs 
of economy, efficiency, and despatch than separate orgainsatious would ever ba 
&ble to achieve. 

18 M. of Com. 
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Question 76.-As a further alternative would you favour only ant Technical Organisati0'4· 
dealing.w_ith .tariffs, leavinG the other subjects to be dealt with by the diffe
rent .ltftmstrzes concnned more or less in the man11e;· .follou:ed at pre.•ent '! 

· A Traiff Board or some body carrying on the functions now vested in the Tariff 
Boa.rd •. will n0cessarily ~ave to be an integral part of the organization sug~c<Jted 
above m answer to questiOn 73. It has also been shown how and where it would be
necessary to differentiate the functions, powers and authority of the Tariff Board 
as conceived in this Memorandum as against those now entrusted to th11t 'Board. 
But having made the Tariff Board a permanent and inte~al part of the fiscal ma
chinery, which will itself work in coordination with the National Planning Commis-
~ion, it would be inadvisable to leave the other corelated functions utterly uncoor

dinated mutually. There should be an Economic Committee of the Cabinet for all 
functions requiring coordinated action in all matters of policy. This Committee 
should meet regularly to coordinate the economic activities of the various Govern
ment Ministries and to expedite their decisions on economic questions. 

Question 77.-lVhatever may he the stT"UCture of the planning and coordinating machinery 
that you may favour, do you agree that a specialised organisation for tariff 
pur'fOSes is essential to the implementation of a scientific tariff polic!J' ? 

As already stated above, some special authority, investigating into the condi
tions of each industry seeking protection or assistance from the State, would be in
dispensable. It must be an integral part of the machinery suggested above. '\'\ne
ther it is a single Central all-embracing authority, like the National Planning Com
mission, or some disjointed organisations of different Ministries, Local Bodies, 
Directorates, or Departments, a. Tariff Board or an Authority corresponding to that 
Body fam;liar to us tDday would be indispensable. It may be remodelled in its 
c::mstitution; and there may be some variation in its functions and powero-; but in 
essence, it must be a part of the machinery for giving effect to the Fiscal Policy 
we have envisaged, to investigate conditions before protection, assistance or en
couragement in any way, is recommended to any industry or business. 

cJuestion 78.-lf so, would you agree with the recommendations of the Indian Fi~car 
Commission of 1921-22 that the Tariff Board or the Tariff Commission 
slwuld be.-

(i) a y;ermanent body of high standing, 

(ii) consisting of members u•ho are of high ability, integrity and impartiality
preferably wi~h a knowledge of economics and a practical acquaintance 
with bU8iness affairs 'I 

'\Ve agree that the Tariff Board, or that part of the Fiscal machinery which 
investigates the conditions of every industry seeking protection or U.."sistanc(l, must 
be an indispensable as well as a permanent organisation. It must funf'tion as part 
of the main machinery, but within the sphere assigned to it. It must have ample 
s:ope to do justice to the task assigned to it. 

The constitution of such a body would necessarily be from amongst people 
acquainted both with the theoretical as well as the practical side of each industry 
sJekin{)' protection or assistance. The Tariff Board today consists of usually three 
N fou; members,- too small a number to provide all the varied inside knowledge of 
the sever!l.l industries, and their peculiar conditions differing from region to region, 
which is necessary before a proper investigation can be made. It is also insufficient 
to providA a~equa~e practica! knowlc~ge of the nat~re and. consequences. of tho 
sevE>ral forms m whtch protectiOn or ass1stance can be gtven to mtlustnes, busme8ses, 
servict·s. or utilities. Finolly, a s~ffic;ent knowledge of the adminio-trative routi~& 
is also necessary if only to ensure prorer management, orderly progretts and av01J: 
un':leo~ssary wast.e. 



205 

Because •)f these reasons, even if a Tariff Board is set up with a limited per· 
manPnt rersonnel, it must have power to eo-opt or add to its number for each parti
cular mquiry that it may have to conduct., so as to make its investigation and re
comm<>ndation as fair and reasonable as possible. \Ve would, therefore, suggest 
that the new nucleus of this organisation, a pnmanent Tariff Board, may be com
poRed of not more than seven and n01, leRs than three members, selected from thE" 
puhlic life of the country. Industry, big buRiness, or Science would no doubt, have 
their fa!r share. At the same time, independent professional economists, providing 
the lmsic scientific knowledge, must be included, side by side with reprc!'entatives of 
Govflrnment, of the general public and of the workers,rto give a comprehem~ive and 
halanccd eomplcxion t.o such a body. . "' 

In addition, there should be, as just stated, the power to co-o."'t and ada to the 
number for each enquiry separately whatever may be found nePessary for 
that rurpose. While the life of the rerma'lent mf\mbers of the Tariff Board, thus 
ooncf'ive<l, would be for a definite period of three or fi·ve years, subject to re-appoint
ment, but not IW as to make a monopoly or life tenure for some individuals, the life 
of members, added or co-opted ad hoc for each enquiry· separately, would necessarily 
Le limit~d to the course of that particular enquiry. Ordinarily, no enquiry would 
or should extend beyond one year at the outset. 

Both the original and co-opted members would have, while sitting as a Board, 
the Rame stat~.>s, rightR and duties. For the rest, remarks madf' in answer to Ques
tion 73 above may be read along with the present answer~ 

It may be added that the element of impartiality necessary in members of the 
Tariff Board is not so much the impartiality of a. high judicial officer of Tribunal 
It is rather the impartiality of trained and balanced judgment with reference to 
comr'eting or conflicting interests. Naturally there would be an inevitable bias in 
favour of domestic industry as againat in foreign competitor in the sn-me field. But 
that is the Lias or partiality rather of the detective, or objective investigator seeking 
to bring out facts and put them in their proper perspective, in connection with two 
or more suspects of the sn-me offence,-than of the trying Magistrate, who is impartial 
as sector of that industry within the country and from outside ; the reorganisation 
of our small-scale industry on a co-operative basis all over the country, as suggested 
in an:mC'r to a previous question, would be inevitable.. By that process the entire 
indu~trial, or rather the whole economic organisation of the country, would come to 
be rl'l"on~trudc<l ancl placed on a basis of mutual sympathy, rather than of compe
tition and eonflicts between all kinds of apparently oppos3d interests. This would 
be an in< lircct eont ribution of the Tariff Board; but it would nonetheless be significant 
and ~:;ubstantial for the growth, expansion, and develonment of the country as a 
whole. 

It would be another proof of the view now being commonly accepted that, in . 
the economic life of th.., country, "'O cannot disconnect, isolate and consider each 
a>'p<·ct or item by itself, :;iuce they are all insqmrably inter-connected. For adequate 
an(l aprropriate consideration attention and development, a comprehensive view 
is indi~pensaLle. The larger machinery 'of the Planning Commission, Ruggested 
earlier, i~, therefore, unavoiJaLlc. 

({last ion 8-1.- Where the procedure. prot ides for an application .for protection, ,,hould the 
ap]-licat1rm be adrlressld to Governmwt or to the ,Tariff Board? 

In the view we have taken in this Memorandum of the role and functions of the 
Tari!T EoarJ, the answer must be clear to the TaPiff Board. It would save unne
ce~,'l-aJy delay and waste of time, if the Tariff Board is empowered directly to receive 
an<l (On~ider l'uth applications, or even to invite them on its own initiative, and to 
make its sul!gestions after its own invr>stil,!'ation without m.y a~rlieation. Govern
mf•nt. is the appopriate authority to consider the rcccn.mendations of this body, 
wlwu, after eareful and scarchin[! investig:ati<:n and full, conP.!deration of all aspects 
~tnd conuitions ;nvolved, :t submits them to Gc-vernment. 
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The authority of the Rupreme Government is, therefore, not in any way affected 
by provHing that the Tariff Board should receive such applications directly, and 
sent out its own invitations, if it thinks so neces~ary to those parties, organisations or 
individuals whom it thinks best qualified to offer technical scientific or genl'lral ad
vice from actual knowledge and experience, and without any special interests of the 
adviser's own to promote. These powers would have been given to the Tariff B'Jard 
under an Act of Parliament, which must be ba'!ei on an exhamtive con-;irlcmtion of 
all relevant considerations. The Board would function under such an Act and 
authority, and so would be in no derogation of any other authority. 

Question ~.J.-JVhat modifications would you suggest in the present proetdure to make 
it more expeditious? 

The question involves inevitable repetition of a good deal that has gone before. 
Briefly stated, the procedure we would recommend would be :-

(i) The Tariff Board in its general powers may keep up a constant survey of 
the industrial field ; and in pursuance thereof, may call upon any party or organisa
tion to place before it that body's Yiews on specific matters relating to a given in
dustry or a group of industries. 

(ii) Parties directly concerned or through their organisations like chambers 
of Commerce, or associations of manufacturers or their experts, may, likewise, be 
permitted to present, without any special invitation- from the Tariff Board, their 
case before that body for a grant of protection or assistance in any form they think 
suitable to a given industry for a given period; or to vary the existing protection in 
any form or degree that under c~anging conditions may become more appropriate 
and effective ; or even discontinue any existing form of protection. 

(iii) Any body interested in each enquiry, when one is going on, should abo 
be entitled without invitation or even without direct concern, to offer his dew-> or 
suggestions to the Tariff Board while its enquiry is in progress. For the Board 
should make its own enquiry and investigation, involving careful consideration of the 
conditions affecting the given industry or industries, at Home and abroad, on the 
large-scale and small scale, calling for advice of such further experts or experienced 
people as the Board thinks necessary. 

(iv) On completion of such enquiry the Board should formulate its broad 
conclusions, and make specific recommendations to Government. 

(v) On such recommendations having been received, the appropriate :Ministry 
- of Government, or the Government as a whole, should consider them, and adopt 

such measures or take such action as they, in their supreme authority, may consider 
desirable and appropriate in each case. 

(vi) If in any case legislation is necessary to give effect to these recommen
dations, Government should undertake and carry through all its prescribed stages 
in Parliament such legislatiYe proposals. 

(vii) If any changes in existing Trade Treaties or international obligation:< 
becomes nP-cessary, Government should set afoot the necessary negotiations and 
conclude apJ!l'Opriate treaties or make argumer.l3. 

(viii) Finally, if any modifications in execution, procedure, or acti\·ity be
comes necessary, e.g. in regard to Licensing conditions, credit facilities or transport 
rates, G()vernment should take the necessary action. 

Question 86.-Hace you any impro1.·ementa to suggest in the Tariff Board's Jrec<nli 
working methuds (including the procedure for public hearinGs)? 

Most of the improvements have already been suggested in answer to previous 
Questions on the subject. If the Tariff Board becomes a p~>rmanent institution. 



anrl has power to a<::t on its own initiath·e, as well as to keep up a constant survey 
of the eeon0mic situation, it would itself come to know of the changes that may t.e 
happening, and suggef't ways and means of making adjmtment to meet those changes. 

It would, however, be at the same time, advisable for the Board to receive any 
information from those competent or qualified to give it ; and for that purpose 
arrange its procedure and organise its work in such a way as to be easily accessible 
to those who can advise and assist. \Vhatever enquiry is being conducted at any 
time, whether on the Board's own initiative, or at the instance of Government, or 
on application from any party concerned, it should be notified to the public through 
the mmal channels of publicity, and also by special intimation known to the Board 
as competent or qualified to speak on such matters. A general invitation should 
also be held out to anybody in possession of appropriate information and willing to 
place it before the Board. On the other hand, the Board also should be able to call 
upon any person, body, or authority, which it believes has information, knowledge 
or material that would throw helpful light upon the. subject under enquiry, to lay 
Ruch material etc. before the Board to answer specifi<! question from the Board and 
furnish such information etc. or offer such advice as m~y be required. 

' By such arrangement it would be unnecessary to insist upon pub'ic hearings ; 
the Pntire proceedings would in theory as well as practice be public, in the best sense 
of tho term. Only at the stage of the Board's own deliberations to consider the 
material b('fore it, while formulating its conclusions and recommendations, should 
the Board be entitled to hold its sittings in camera. As the proceedings would be 
open to the public and published in the Press, and as the proceedings would be pub· 
lislw<l by Govcrnnwnt, the final deliberation at the time of arriving conclusions and 
making recomnwndations may be private without any harm. 

' . (/ur·stion 87 -Do you consider that the Tariff Board's recommendations should normally 
be acCPpt.·d by Gor?rnment and implonfnted by it? 

In th·~ Yi ~w w:.idl has bc._•n t:1ke11, in t~1i3l\lemorJ.ndum of the n:.tture an.d. function 
of tl,<~ T .. riif B.; .. r.J iP. buikl.il'.g up the country's protl,uctivo t'P,terprLe on dl fronts 
,.,imuli:·,a "HL~ly, ;,t'.<~ s .. .f,·gu:,r,T. it; g .. i11.st ?.ny ur.Lir eompetition or needkss h2.ntjeap 
tit:· l't't'Pllllll\'t:.,~:.IIot,,; <d' tl•.o Bo~·.rd, woukl, P,Ltur.Jly b':) br.~;erl upon <•XJu·,ustJVf' in
n·-ilt.." •.t i·:u ;',t!.\1. full tl, ·ltlv I:~twn. The Bo:.n1. bt·lllg compoReli of, or r.it'.c:d by, F-01-

"on ··I t'Xjl ·r~.~ ;·.c·tp. i.ttetl wtth :.ll ~i·k"' of the ques.i(•P, tting t·r.qmre,~. into, its re-. 
c·oHtlll•'ILt'. ,1 i ,,1-; wuul-1. lw n ·.tur,Jly to tll0 ]Dint, <~ncl. cJlculJterl to promotJ the 
,,J,j,·f't in\ i. w. 

A::~ :~ ruL·, tit''l'·.·fvl(', suc:t ICPOmnY~n.d. •tirm,'! siwuld. be given full cousicl,P.r8 .. ion 
In· tit·-~ G .• \···rn:n 'P,t wtth witom the fiP..J word sltouk1. rest, p: .r,icuLrly Ls there mav 
],~. (' .>'1':-4 ia w:J ·it n,., .nl.'s rL·ComnwnLttoJl,S JU<',y L.J to t!~kc into a.ccou:nt aspects 
of tit(' m ,ttl'r w;..i.oit GdnrnnwP.t done Lrt? in:>, p03iiion. to d.ed with, or spccid cir
t·umsL~t~e<·:< ;~n.d cot·.d.i. iut'.S m ~y h:we r.rLen unknown to the Bo .. rd, wLich the 
n·pr.·sent..th·cs of tlw people in. the LegLLtme wuuld. be th( best qudified to deal 
wit it. U.'.ll. r tlto,;c• cond.i,ions, it would be umnse to impose r.n, oLliguti•m upon 
Oon r. '.ill• ·t•.t to tl'(·<tt t hl' n·comnwl'.d. t tJons of the Board find and btnc1.in.g upon 
t Item in I'll cast> I'. 

The :'..dminL;tn?.tive difficulti< s inherent in gtvmg effect to recommeml.~.tions 
m:~y ;,Jso not hn.ve received tl.eir cl.ue attvntion from the Bo'l.rd in the letter's desire 
to ~cc the wrlieHt and fullest implemcntz.tion of their suggestions. 

Fur these re1~sons, we would not mak£. the r.cceptance and implementatioJl of the 
r"commend1tions of the Board compulsory upon Government. 
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Question 88.-(a) Having regard to the nature of the duties and functi011s entrttsted to 
the Tariff Board, do you con.~ider thut it should be placed 011 a statutory 
bui,:? 

(b) If so, .shrwld th~ st 1tut•lay duwn only the composition and functions of tlte 
Tarjf Baard 01' also include the g~nerul pinciples governing tr1rifj policy, 
the gmeral proc:dure to be foll:Ju·ed in t ~iff enquirifs and the manner of 
enf JTcement of the oUigations of protrcted or assisted industrir s? 

(c) To lDhat extent, W'Juld snch sfrlf11tory provisi011s militate agair sf {l€xibility? 
How c'Juld the possiblz risk of rigility in proc;dure and administraticn 
implicit in statutory provisions, he either elimiwzted or redw·eJ, ? 

·The :sdiCill3 of re-crg ~d b,g India's Fiscd Pdicy, designed to promvtc dl round 
econ,omic <J..;nhpment, wid.in re:::.son::.Llo time, suggcst<·d in awnn r to 1revious 
QuastiJr.,-;, coa~empbtes form"'l cstabh::;hment of a st<~tutory TLr:ff Bo<.rd with it,; 
pvwers :_.n<\ ftmr:li·JUS prc·scribc<.l by lJ.W. A rerm~ment org;miz.·.tion <Jf tij.:; vital 
importz.nce should not ba left tJ be set up m0rdy by z.n executive dr.:crl·c or t-ven by 
<~. GJV0rll,illC'IJ.t r0solutivn. T'J.Js was the cz.se wh(·n Govcrnnwnt W;~.s nut fdly res
pomill.J to th3 repr!sentatives of the people Lntl t~id not dwa.ys dcl'.irc to 0Lt< in thdr 
readions. An exucut1ve <leer,'<:) or Iesdutwn of Gvn-rnment mr.y be m •ro ea,;ily 
clvt.n~ed, in. vitd p~:rticuLrs, th:~n a fvrm:.l st<.tutory provL-:ion, el':r;cci:.lly unc:cr 
the str0ss of Purty rul0. The d .n~er of unneccssrry r.Ld fr, qucnt ch<.ng:-s in b<>sic 
policy, pr.rticuLrly in m::-.ttus ncedng a. degru: of p<:>rmr.nencc or stc..Lility to~ How 
long-range pbns being m<:de, c:::.n,not be exaggerated. 

A1suming that tlH~ permanent T<:.nff Bo<.rd would be established, l'.r.u i~'3 power:-~ 
an·l fLmctivn'> pr~scribed by a str.tute, It i::. not nccess:~ry, however, to Ly d"wn th'l.t 
such a st.1tute shodJ restrict itsdf only to the constitution of the Bo:.nl LI.l~ 1: .yir.g 
down i~s right:, :.>.nd duli·.JS. As we h:~ve en,i.>t.ged this institution, wt• u·n~it:cr it 
very likely th.·.t the Bv.'..Id itsdf will furm p<.rt of!!. much Lrg( r r.ul mnr;' CHnlre
he:lsive m:.cl<i;l;')ry wl.il'h would c:,rry out the entire PLn. of ;.,11-roui.d !',: .tiur'.<'l 
d Jvelopmcnt, including the <·Lbor .. tivn of b<.sie r.rintirks of rolicy, tLe JI'v\i.-iu• 
of the Llstrurnr.;nt m ~.g.Jncy ly w:L·h that. p Jliey is to le implemented, tl,e 1 rvc.L.ure 
to be fvllvwc:d, the condidons of so.fegm.rd thr.t m~.,y have to be impooul in H,e 
gener.J n~"..tiOn.J mterests :::.r1d other rdcvant m;:.ttc·rs. 

Bat even though tho scope of such an ow,r-all crgamsation may be l~rtc·rmm2d 
by an Act of P .. rlL.ment, its sevcr.J :::.rtides should be in the fmm of gen('r . .1 rr~1posi
t10ns. l\IJtters cf det< il, suc·h r.s those r.·hting to the Bm·.rJ's own piOCl'dun• r.+ tlw 
tim:>. of m .. king enquiric·s.; the p~.rtics to be inntc·d, or the form of in' itcAicn to 
·prvduce tho requisite inform?tion fur c:'.Irying on the investig~'.tion r.nd llyiJ~g dovm 
the conditionA relJting to th~ prctection to the (.iff, rent industries, tltdr costs cf 
prvductivn, m:.rketing and o~hr·r incident<.! or r.ncilt.ry slniccs, fuiliti.·s or r..d
VJ.ntages, would be>st be provid··J for by rulc•s m. .d·J by the Bor.rrl, uul r the- m<'.in 
St<~tute. T1l'SC rules of procedure may be m .d·3 by thr:- sever~! authori,j,:-; e:.rh for 
itself ur.d )r tlJ.;; St<;.tute. These includ·~ the PLnnL~g Cvmmi.-;sion, the D. G., I & S. 
the T .. riff Bo~~rd r..nd ~ny other :.gcncy or body thr,t m:~.y be cre<:.tcd or m int...ined 
such r.s Licen:sing Bo~.rd or Ad\·i.>cry Committee contempb.ted und<:>r the Industri<:>f> 
Dcvelopmcnt and Cvntrol Bill. 

TllC'Se bodies or authmLi~s will not he sub::mlin:;.te to the Planning C...)mmission. 
They wJl, however, k.ve to work in mutual h:-.rmony and coordizmtioP, so thrt 
autom~.tlC correl1t1on ~nd dovet:.rling mr.y be eff~·ct<'d whf'rever r:eccss<~ry with the 
le;;.st pos::.iLle dcLy. E~ch of these bodiL·S should within its ow.1 mn6e be r.dono
mous, as Lr as pos~il.lv; th:'..t is to say, it would h<we powers to mr.ke its own rules 
of procedure, u1.J rPguLte its own businC'ss. Tuis would comLi..Jw the ulvc:.Ltagps 
of speci. Jlsc·d knowledge and exp ~rience wLh common, composite m.:.c1i..nuy for 
administra.tion, causing the kast friction, dday or red tape. 

If on any point there is a lacuna or absence of any specific provhion regr.rdiilg 
rules etc. Government would &lways have the power to issue special instructionlil. 



"Tin pr n'}tbra in f .LC~ of 1s~uin~ in~truclions under ti1e b:t&ic principles provided for 
in t'o l();i!IJ. i>:1 m11~bnd abJ><.'t w0uld be bJt:1 fi~x:iblc and adequ1t~ t.o rn3et all 
r.:rJtirJ:n nLi nJt dir~~~l.v d·~1.lt with by the m1in statute. Such in~t-:uction~ mav 
b,l in tln f,Jrm of tln G n·ernmmt H.}.>·Jluti0n", or any other less f,1rm1.l communic·{. 
ti•n t l t:n hodv or .'J.'1th'1rity c l:>,C ~rn :d like th'l T.uiff Bo,lrd. \Vh ·.t 1" sought to be 
attai w I hy thl! ouHine i:i a combina.tion of ,.la;;!icity in actwJl admini:;trJtion, w1th 

.! h' cl11 ity of !~Ltitling prin~ipl-'.~ govcmin:~ all bodies or authorities conrPrned. 

1n tid" m:mmr, then it would bu po;;sibl:., to combine the purticu!.u ad.vantagcls 
of fl ,x:ibility of admin.i;hation with rigidity of the basic principles. The Tariff 
Tirunl's rnsili•m would, of cour.-;e, be in no w''Y less importa.nt, or its in.fiuencc less 
efT,·ct ivo t.h11n is the c:IsP to-<hy. It would be eompetent to make its own rules 
wit\in th" p.m\'1 ;;, fui~<'tH:n" r,nd authonty g.n·n to .t; an.d ~<O it ra.n guard quite 
cff,c.iv·.·l.v r·.g in4 any ri-<k ef cxc<:ssivc or nu4pbcrd tigidit,v, whcthet for purposes 
c)r invesli~.,.twn, f<>r (t•lilwr,thon or f~n· ma.kiw~ rrcommcmbtinns. . 

Fi~c1.l Commi.~.~ion8' questionnair~- Part II relrtting to the question how far it would 
fr~ rl"8im.Ole to unrl"riake international obligations of the kind involved in the general 
lll]f•;rmnnt on frzriff.~ and Trade and the ChartPr of thP; IntPrnational Trade organi
ZJ/irm in th• Country's rpquirements.· 

QuPstion 8Y.-Do you approrP of tl1e basic p11rpose and ol!jectives undfrlyi·IIJ~ he Havana 
Charter on Tmrle and Employment ? 

Tho \Vorking Comrnittrr of the OrgaiJiza,tion 1 are in full :tgrecm<·nt wit.h the 
basic purpo~e of tit(' Chartc·r. In fuct, rccognitdng the grea.t contribution whwh a 
st(\r,(ily ('Xp<mding intcruntiond trC'.dc on a multildC'rPl basis can· make to the 
m: .intt-rv.rtee of int(·rnr,tion·•l 1wncr aud prospPrit.y, the Organiz<1tim1 JUls~cd a re
solu1 ion on "lJ•.t l.i<t and the In.t<Tnntiow I Trr.de Organizat.on" as long f. go as April 
1!147 d it;; Annn: 1 ConfcrPnce l~r](l, in. N'cw 1>< llti. whfl'l.'in it welconwcl. the dforts 
tLn.t Wt re tlwn IJein.g m<~de to erer,te P,•propcr intPrn.atwJ~fel machinl.'ry tc co-orc'.in.v,te 
th<· tl'lllllllt>rt'i:tl polil'it·s of ntrious nations. A ropy of this resolution is forwardetl 
lwrewilh. 

Of tltt• six ohj<·diws enunwratcd in Article I of the Charter, the Committee 
t!Lke < x•·tTlion only to the Ohjt cl.i\·e No. III whitl.1 relates to furthering the enjoyment 
Ly :.11 <·t•unh il'~, on. equd t<·rm;; of ~cce~s to tho m:~rkets, pro•lucts fl,nd productive 
f.L('ili,i(·s wl.idt l're IWPtll'tl for tht·ir rronomic prospt'rity an.d uPvelopment. In the 
rt•.,olut ion rt·f,·rrl'd to above, it h'ts hcen pom.t<·u out that it is the inhC'rcnt right of 
cn-ry N.Lf ion to prnwrvl.' ;;t·n.n·e nw.trrids and to utilise to the fullest its own m:.terial 
rt·c:our('t·.-< llll,tl.-r lh<' l<:.nd, on the h~nd nn.u in the air before making thtm available to 
oth•-r n·.t i·m". Tlt<· frt·cdum of nrcPHs 0n equal terms to the world's mrtrkets raw 
nnteri ,(;;may he llt'C('SH<try for the industri;J.li;;cd \YeHtcrn countries to maintain their 
sLLI\d .rd of livinu, lntt it is not compatible with the legitimate drmands of other 
<'Ottntri.-. .. Jikt~ India, whic·h !lrP lmekwn1d or rebtivdy undeveloped and which have 
t.o m;J:o up ~~ great leeway in their own <·conomic uevdopmcnt. At present theo 
av;dl. .},(., I',J,d potPnt id re,;ourc<·s of tlwse countries have not bc<'n developed to the 
cxtt·nt thPy ;;Jtould he, and their m:·rkets are supplied by imports from abroad. 
Th<' living t·ontlitionr-; of the majority of the peoples of thPse countries are appalingly 
low. 'J'o bring about their ii\du;;trid and economic devclopm<·nt tl•Pse countri~s 
c;~nnot l.ut t<.ke Htep" to ronsl·rve their raw matPiids, so the raw materials 
m:ty not he (·arri('d away by othrr rountrie& at the rost oftlwir indigPnons indm;tries 
l)('ing :-,tanl·tl of th< m. · 

Tho Working Committee s'trPss that in view of what is stated above, the Charter 
should be so worked as not to place any impediment in the way of countries that 
have so to say "found themselves" only recently and desire now to preserve their 
raw material and markets in as large a measure as possible in the interests of their 
mm industriPs. In case the w6rking is not found satisfactory, economically under 
developed countriPs of "'·hich India is one will have to press for necessary modifica.-
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tion of objective No. 3 at the Special Session of the Members of the Internationar 
Trade Organization to be convened at the end of the fifth year after the entry into 

force of the Charter. 

Question 90.-Do you consider that the provisions and safeguards laid do-wn in the 
Charter for the economic development 'and reconstruction of backu·ard. 
and under-developed countries are adequate for the requirements of 
Ind~r · 

No. 

Question 91.-If not, to what extent, do you think these provisions and safEguards fall' 
short of India's minimum requirements? Please illustrate your reply 
with facts from your 'knowledge or experience. 

The provisions of the Charter which relate to the functions of the International 
Trade Organization for promoting economic development and reconstruction of 
relatively backward areas are largely of an advisory character. Though there is a 
clause to the effect that members shall not impose unreasonable or unjustifiable 
impediments that would prevent other members from obtaining on equitable terms 
facilities such as capital funds, materials, modern equipment and technology, and 
technical and managerial skills it is not clear how the Organization can effectively 
intervene when a particular industrially advanced country does not extend its full 
co-operation to a less industrially developed country in making available these 
facilities. 

In the opinion of the \Vorking Committee, it is the inherent right of a nation 
to develcp her industries to the maximum c~1pacity pos~ible consistent with the 
extent of her raw mr.terial resources, labom force :1ml ave.ib,hle m<'>rk( t within its 
own frontiers and that in the exercise of such t>, ri~ht an outsill.e authority like the 
Internc.tionoJ Tra.de Orga,n,ization. should P.ot interLre. TI-ey, therefore, P"re not in 
agreement with the condition imposed in chuse 7 of Article 13 where it i:> spjd thrrt 
the Intclnation.al Tracl.<c Org::mization shdl not concur in, any rnPP,sure nr..ckr the 
provi.~ions of (i), (ii) or (iii_) of 7 (a) which is likely to cause serious prrjt:cl.ices to 
exports of a primary commodity on whieh the economy of another )frmb·r Country 
is l::trgely depel',dent. 

The \Vorking Committee <tre «.lso of the opinion that it is a modest, reasonabltl 
and legitim<"!.te cl.ema.nd of P- nation to build up by every possible way what ere called 
key or essential industries necessary for the very existence of a nation irrespecti>e of 
the f,tet whether it has pJl the necessary raw materia.Is within the country itsdf or 
not. This right too ra.n.not be vllowed to be interfered with by an outside agency. 
No provision has been made in sub-p2.r<'graph 7 (a) for automv.tic release in t}.is rase 
for a specified period from restriction imposed in Chapter IV oft he Chr.rter on appli
cation by member. 

The ·working Committee do not alsu approve of the condition imposed in the 
case of application, for continuation of the non-discriminatory measures after the 
expiry of the speeified period for which concessions wue grante(l,. The extension 
of the release periocl. should be autom<ttic on, application if the member concerned 
feels that the same is required after a thorough enquiry and in,vestigation into the 
matter by a duly authorised machinery of Government set up by it for the purpcse. 
To withdraw suddenly protection or assistance enjoyed by an industry would be 
disastrous. 

The sub-paragraph 3 (b) of Article 13 is not clear, in the event offailure to reach 
complete or substantial agreement as a result of the negotiations between memben 
initiated by the Organization. In case no agreement is reached the applicant mem
ber should be free to institute the proposed non-discriminatory measure after in
forming the International Trade Organization. 
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f.l/1(.~/ion 92.-In particular, do you consida that the terms and conditions proposed· 
in the Charter for (a) the continued employment of existing fore~fjn capital 
and (b) new foreign int·estment8, are broadly in confmmity u·ith tlte re
quirements of India? · 

Yes. But it would be more practicable and in the interests of internaticnal 
im·e!ltment itself if some basis or standard is laid down as to what is considered 
''ad~quate securities and reasonable opportunities"- word·s which are used in 
Art1cle 12 of the }'inrtl Act. Adequate safeguards should be specified to see that 
concessions granted are not taken undue advanta(J'e of to resort to unhealthy com
petition with national industries with a view to ke:'ping the country under peq:etual 
foreign economic domination. 

f./llf'8tion 9.1.-Are you in agreement u·ith the broad lines of the commercial policy as set· 
out in Chapter IV of the Hawna Charter! 

Yes, but with the following reservations. 
It has been pointed out earlier that industries processing indigene us raw material 

&nd depending upon indigenous markets as well as key and vital industries should be 
&llowed to develop without any outside hindrance. · It is the duty of the Govern
nwnt concerned particularly in the case of economically backward and under-deve
loped countries to provide, requisite aids for the purpose through tariffs, subsidies, 
hounties, reservations of indigenous raw materials, prrferential treatment in rail
way rates, etc. Thi~ should be accepted as a cardinal feature of commercial policy 
though neces;mry safeguards may be provided by the International Trade Organiza
tion against possible abuse of such measurrs. But it must be left to the sole dis
"n·tion of eath country's Government to determine when and to what extent such 
!Htf(•guards are to be applied. 

The two types of industries referred to above shoul(l have been included in 
Art ide 4:>, relating to General Exee,rtions to Chapter IV. As this has not been 
done, the \Vorking Committ<>e take Pxception to Artieles li, 18 and 20 of Cllapte r 
n· rPstrietin;.r frPPdom of under d<>vPloped nation to develop, protect, and encourage 
aiHl safl'guard thPse industries by en.>ry legitimate and practical measures and so 
1whiev!' an all roun(l den·lopment of her e<>onomy within the shortest time possible. 

In the opinion of the \Vorking CommittPe the Article 25 relating to subsidies 
al~o rcquirPs Home modification. The use of subsidies as a protective measure by 
industri,tlly un(levelopPd countries should be rccol,!nised. 'When the Government of an 
undcn·lopPd eountry finds that its industries are mPeting with unfair competition 
from al,road or are not suffieiently developed to meet the competition of thot<e coun
tril·s w!Jich arc t<>chnienlly far in advance, it, would be justified in subbidising its 
indu;;trics to make the ('Ompctition a fair one. 

Que.~tion 91.-lf not, trould you elaborate your o!Jjections to those Articles of the Hawna 
Charter bearing on commercial policy tckich you consider dli!imHifal to· 
the interests of our industry? Do your objPctions relate to the short or 
the long period or to both ? 

Please see reply to Question 93. 

Q1ustion 9.J.-Do you anticipate any injurious effects to our trade and industry on 
account of our acceptance of the obligaticn8 of the Charter (i) in the shorj 
period, and (i-i) in the long run? 

In the long run only. As India is having balance of payments difficulty now, 
Nhe will be free for a few years to come to impose import restrictions to safeguard her 
balance of payments position. The following measures can be adopted by India 
during this time. 

I. Complete ban on imports of items considered unnecessary e.g., toilet 
requisites, novelties, ancl other luxuries. This is mainly to ease the exchange 
iituation. 
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2. Preferential treatment for imports of bare 1 '" cessities and of raw materials to 
·give impetus to industries to make finished products at home. 

3. Preferential treatment for imports of machinery to make machinery. 

··Question 96.--0n a careful balancing of pro8 and cons. do you a:rprct:e of India's 
adherence to the J/amna Charter and )ter con8eq1unt r-articir-aficn in 
the proposed International Trade Organization ? 

As the Charter cannot be morlified now, and it is to be either accepted or n·
jectecl, the ·working Committee have no objection to India's acceptance of thP 
Charter for the present as a temporary mPasure. During the first three years, 
India has the advantage of being on the ExecutiYc Board. If as a result oft he ob
ligations incurred unrler the Charter Inr1ia ·R economy is affected adnrsf'ly she can 
make use of the escape clauses provirled for the time Leing. India will be at liberty 
to leave the Organization after the expiry of these three years if she considers it to 
be necessary at that time. In case she continues further the Dele.Q"ates sent on 
behalf of India should press for necessary amendments in the Charter in the l~~ht of 
the observations made here at the Special SeRsion of 1\Iembers to be ccnn·nrd fvr a 
review of the Charter, nearest to the end of the 5th year after the Pntry into force of 
the Charter. If these amendments are not accepted, Ir.dia could then ccnsider the 
question of leaving the International Trade Organization immediately. 

Question 97.-If not, u·hat u·ould be the ~read line of ccmrHrcial :rolicy tht rcu 11c,vhl 
advocate for India and in particular the fiscal measure tl.ot ?1 G11 1rould 
recommend for Gorernment's acceptan~e? 

This does not arise in view of the reply to the above question. 

·· QuesHon 98.-If yon agree that India should adhere to the Charter and join thE I ntu
national Trade Organization, hare yon any ~·ie1cs to e:rpress en (a) tlte 
structure and function8 of the I nternat :anal Trade Organ izatic n, (h) 
Inrlia's position and status in the International Trade Oryartizaticn ? 

In electing members of the Executive Board and abo of the Commi~f.:icns to 
be set up the Conference should have regard to the necessity of giving ac1eqrate re
presentation to under-developed countries. In the first Executive Ecard Ir.dia ha8 

. already been given a seat and she should be given adequate share in the Sec·retariat 
of the Organization in view of her large share in the International Trade and the 
prominent place she occupies in Asia. 

··COPY OF THE RESOLUTION ON "INDIA AND THE INTERNATIONAL TRArE CRC.ANI

ZATION" PASSED AT THE SEVENTH ANND'AL C'ONFERE:t--CE OF ~BE .AII-lNDI.A 

MANUFACTURERS' ORGANIZATION HELD ON 14TH AND 15TH APRIL' 19-!i, AT 

NEW DELHI. 

India and the International Trade Organi::at ic11 

Recognising the great contribution which a steadily expanding international 
trade on a multilateral basis can make to the maintenance of international peace and 
prosperity, this Conference welcomes the efforts that are now being made to create 

·an appropriate international machinery to co-onlinate the commercial policies of 
various nations and to free international trade from the shackles of arbitrary tariffs, 

·quota restrictions, discriminations, cartels and monopolies. 

The Conference, however, is of the opinion that (a) such internatic11al agrl·t>
ments should cover not only exchange of primary raw materials and finiEhed good!!! 
but should also inclncle the exchange of secondary, industrial and semi-finished 
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materials, capital goods, later technological knowleclge and technical personnel; (b) 
the development of under-det"eloped countries should be recognised as one of the 
major objectives of the proposed International Trade Organization and that it 
should be Pxplicitly stated in its charter ; and (c) the recommPndations made in the 
draft Charter in regard to the removal of restrictiv· · business practices should 
not he confined to 'commodities' only, but all be extended to services such as 
shipping, banking and insurance wl1ere unfair restrictive practices are quite 
often adopted by many YCsted interests to hamper the growth of such services 
by under-developed countries. 

The Conference is further of the opinion that industrial and economic develop
nwnt of unrlc·r-dcnlopNl countries could be brought about only by a planned re
gulation of C'xport and import trade and the development and promotion of existing 
and new inrlustrirs throu.~h adequate St<"!.t.e assistance and protection. The Con
fprc•ner~ hr,Jds that it is the inherent right of every Nation to preserye scarce II'aterials 
and to utili.~e tot he fulh·st its own material resources under the land, on the land 
and in the air before making them available to 9ther nations. 

The Conference, therefore, urges upon the Gove.fnment of India the adoption of 
tlw nccf'ssnry measures to ensure that the view-point·of Indian industries is emrha
siscd during the negotiations, that adequate safeguanls are proYidPd in the Charter 
against a poR;.;i],Je thrf'at to Indian economy, and that the Indian delegaticn to the 
Hr·s;;ions of the Preparatory Committee and of the future International Ccnfcrrnce 
is giyen a c·lea.r directive by Government to press for modifications in the rrincifles 
and oiJjPctivcs of the proposed Inh·rnational Trade Organization on the lines indi
catccl above. 

The Conference further urges that adequate representation on the Executive 
Board anrl the f\Pcretariat of the proposed International Trade Organizaticn El:ould 
lH· ~i\'(~n to under-d<:v<·lop<'rl c(mntries and particularly to India in view of hu large 
shar(' in tho IntPrnational Trade an~~ the prominent position she occupies in Asia. 

(Jul'stion D-'J.-J'Jo '!JOU agreP. 1rith t!tP. main principles 1111dal!Jing the General Agreement 
on TanJJs and Trade a8laid down in Part I and Part II of the Agreemt.nt1 
If net, Jllea8e drtail your objections under specific heads. 

l'lt>a>'P 8('~) n·pliPR to questions m and fl3. The General Agreement incorporates 
most of thn f'OTnlll('reial rnlcs laid down in the Havana Charter and hence tho objec
tion8 r.tisorl hy the Committee against the similar provh>ions of the Charter hold good 
in this case too. 

Question JU().-lfare !Jf-11. a11y comments to make on-

(a} th~ concession8 granted by us to other c01.ntries in respect of imports into 
tT,;,, wlmlr!J ; and 

(l. I tf,r: ronC(ssion rteeil,fd l,!J vs ·in respect of 011r experts al;road? 

(rt} On page 12 of the Memorandum of the General Agreement on Tariffs and 
"Tracl<', tlw f(lllowing tn ble is giv-:m ~:>howing the distribution of the total value of 
import>~ a.fTuf'torl hy th•• c·oncc,;sions between different classes of imports, on the 
Ln,.;i:'l of I !)3.~-3!) fignr!·s. 

I. Food Item~ 
2. C'ht>mieals, druf!S ami medicines 
3. Oiht•r materials of industrial us!} 
4:. MaC'hin<'ry and equipment 
5. Consumer goorls 

(Hs. in lakhs) 

9:~ 
1,84 
1),42 
2.27 

3,74 

14,20 
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In the opinion of the ·working Committee, more concessions could have been• 
granted in respect of items 3 and 4 and less on other items particularly 1 and 5. 

The Committee are not able to appreciate the statement on page 13 that con
eessions on food items are obviously desirable in view of the present food situation 
in the country. The great majority of the people of India cannot be said to be 
consuming most of these items which belong to the category of imported provisions. 
If the aim of Government is to makt" the people get 'can conscious', efforts should 
be made first to change the tastes of the people before encouraging· such imports of 
canned fruits, soups etc. from abroad. Besides, the development of an indigenous 
food industry is as essential as setting up ammunition works viewed from the point 
of the national security of the country. There is an annual drain on our foreign 
exchange resources to the extent of Rs. 130 crores by imports of cereals and other 
food items. The whole future economy of the country depends on the solution of 
the food problem and the Government themselves have declared now that they 
intend stopping food imports completely by 1951. 

Item 5 is one in which liberal concessions should not be given; particularly in 
the case of non-essential articles. It is necessary to raise import duties on most of 
them to control their imports as well as to improve the balance of payments position. 
Hence in the opinion of the Committee there shoul~ be only minimum number of 
commitments either for reduction or for maintenanr>e at existing levels of the duties 
on such commodities. 

As regards itt"m :2, the Committee want to point out that India has made sub
stantial progress and every effort should be made to help her become as self-sufficient 
as possible. National security intert"sts demand this. 

(b) In para. 1, paga 6 of the .Memorandum it is said that '~Ltny' of the 
countries with which negotiations took place at Geneva were dcp~n:lent on i,nports 
of the kind of primary commodities of which India is a largo >mpplicr and it was to 
their own interests not to burden imports of such commodities with hea.vy dutius. 
It was considered unnecessary, therefore, to ask directly for conce3sions in respL·ct 
of such commodities from these countries, and to pay for thPse conces . .;ions. The 
·working Committee are of the Yiew that this stat('m('nt is not quit£> in unison with 
the first Lne of par11. 18 which reads: "The followin;,r are the principal items of ex
port trade on which direct concessions ha \"e be('n secured : ,Jute and jute manuf<lC
tures, cotton manufacture:>, cashe\\ nuts, mica, shellac, ('Oir mats and mattin:;, sports 
goods, carpets, spices an<l condiments, essPntial oils and tea". India has a mo.wpoly 
in most of these goods and it is not clear.to the Committee why concessions were 
asked by GovPrnment mainly on them. 

In the case of primary goods such as mica and shellac the foreign manufacturer 
would certainly like to get thPm cheaper from a monopoly country which would 
enable him to make his fini:>hed articles at a ch('apcr price an<l dump the same on the 
very country of origin of the primary products. Naturally this would discourage 
the setting up of indigPnous industries for com·erting into finislu~d goods the raw 
products in which we holrl a monopoly. 

It may be pertinent to point out in this connection that the concessions received 
for our manufactured goods are not impressive. On the basis of figures for 1938-39. 
the value of trade covered by concessions on manufactured commodities amounts to 
Rs. 784 lacs (or :27·4% of the total) while that covered by concessions on primary 
commodities to Hs. 2,077 lacs (or 72· 6% of the total). A reorientation of approach 
is necessary in view of the present urgent need for expansion of export trade in_ 
processed materials and manufactured goods. 

If sufficient research in India and propaganda abroad are made as to the va
rious uses of our products we can keep our markets expanding and be free from th~ 
fear of substitutes springing up in other countries. It is this fear which prompts. 
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·us to ask for concessions even where we hold virtual monopolies such as in jute 
manufactures, mica, shellac, tea and cashewnuts. 

·Qnestion 101.--0n a careful examination of these reciprocal concessions do you consider 
that the provisions of the General Agreements on Tariffs and Trade have 
been on balance, in the interest of India? If not, to what extent do you 
think these provis1:ons have been at fault from India's point of view? 

It is too early to express any opinion on this question as the time lag since the 
Agreement came into force is very short. Very little information is available on 
the subject, but it can be safely stated that even if the Agreement seemed to be on 
India's advantage at the tim~ it was arrived at, its continuation "ithout any varia
tion under the present altered circumstances will not be advantageous to us. 

·Question 102.-llave yon any comments to make on the actual working of the tar~fJ con-
cessions granted by India to other countries since July 1.918 ? 

-Que.<~tion 10,1.-llave you U'f!lf_ reason to think that the provisions of the General Agree
ment on Tariffs and Trade are not being worked ty other contractmg 
countries in the spirit in which they were conceived ? If so, please illus
trate your reply with examples drawn from your knowledge O'!' experience. 

Please see reply to question 101. 

-Question 10 J.-Otlter things being eqWLl, would you cr would you mt favour the conti
nuance of tar~ffs concessions (iranted by India to other countries beyond 
January 1951 ? 

It is not clear what is exactly meant by 'other thing!> being equal'. If it is 
·expected that the same conditions would prevail which existed when the agreements 
were made. it has to be pointed out that it is looking at things in the abstract. Some 
·conditions seldom, if ever, prevail, ID:ore so in respect of countries walking away 
from the 'road to serfdom'. Moreover the partition of the country has had its 
repercussions on th1 foreign trade of the country. India is no more an exporter of 
raw jute and cotton but a net importE-r of them on a large scale. The areas where 
earpct and sports goods industries were mainly located have gone to Pakistan. India 
is no more in a position to enjoy the concessions in respect of these goods. In vie_w 
-o( the altered conditions the Working Committee stress that the Agreement will 
have to be altered. 

BoMBAY; 

The 8th October 1949. 

P. L. BADAMI, 

Secretary. 
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Indian Naticnal S~eamship O~ners Associa~ion, Bombay 

PART I 

I:NTROD"C"CTION 

Every industriali;;ed and trading country, which has a considerable coastline
of it3 owa, ha'! rcc:>~.1is:d from time i:n n~m:>rial the importn.ncJ of the shippiw:t· 
and shipbuilding industries in developirg its national economy. Kot only d:; 
these industries, developed to their full potential, help to facilitate the interna
tional division of labour ; they abo provide a second line of national defence. 
which guarantees t}le security, integrity and indepcncence of the nation. 
Foreign sea-borne trade is becoming more and more a dominant factor in the 
economic life and growth of every modern industrialised community. Kations get 
inter-linked daily more and more with one another; and consequently become i"l,ter
dependent as well. For the more each produces itself the more it needs the" ares 
of another ; and so requires all round trade which emphasizes the need for ar, ade
quate, efficient, economic transport service which a nationally ownPd ~ohipping 
provides. And the basic industry of shipbuilding becomes important in propor
tion. 

In modern tim ·s, a~ain, more than ever before, no country can defend its 
coasts, or retain its over,-;cas tradc. which has no navy of its own. And no navy can 
exist where there is not a goo1l shiphuilcling industry within the country to suprly 
all kinl:;; of auxiliary ce,tft fx· th) c t"riw~:J of tro:>p3 ani store.'!, to provid0 ho3pital 
or am'::mlance S2)rvice:;;, to mine-swc3p!n's· foo l-nrrying. coa"lt-guarding, and a hun<l
red other such function~. N'o shipbuildin~ in,lu;;try cf the modern type can fluuri,;h 
only on the speciali.~ecl buillin:~ of naval vc~.~'-'1:". There 111"-st l:e a lar,(.'e, efficient, 
adequate, merchant shipping of the country's own t<' provide ocrnr>atiun for the 
labour, capital and technical skill, knowledge and expericncP necded for thi:-; en
terprise. 

Transport--an Industry 

It must be, at the very outs3t, noted that Transport is not by itself productive
of new wealth. It is only an adjunct or contributory in the process of pro<lnction. 
It does not create new material wealth so as to add to the volume of the Xationai 
Dividend. But it adds to tht time and place value of the material wealth pro
duced; and by the employment it offers to considerable number ofworkcrs, both 
skille i and unskilled, it helps to improve the standard of living, or the J'leans of 
satisfying human wants. It is fully entitled to le called an Industry in the best 
sense of that term. 

Being a contributory factor, it increases the place value of the produce ra!sed, 
facilitates division of labour and thcr. -by gives an impetus to the increase of pro
duction, both quantitatively and qualitatively. If trani'port is unavailable or 
rudim3ntary, the producer will han to depend for the satisfaction of all his needs 
more or less on his own efforts. His labour or energy will be diffuscd over a number
of facts, instead of being conccntratecl on one or a fL'W items in which he may 
have special advantage. The aggregate re~mlt will be much ~mailer in value than 
if he had specialised. 

This is the foundation of the economic phenomenon callPcl Division of Lal,our 
which is recpgniscd as adding materially to the volume an<l vari('ty of proJuction. 
A good, efficient and economic Transport ~cn·icc promotes the d;\·i~ion of labou; 
in space as between regions or countries. The old time economic sy:;tcm was. 
necessarily based upon the idL'al of local or villagc self-suinciC'ncy, ju:<t becau;;e 
larcre-scale and rRpid transport of the present day was UJtc.v .. iiablL'. Production 
w~ almost entirely for UO'.e, and very little fur exchange. TraHsrort being limiteri 
either to human or animal energy, it was necessarily very slow and costly to rrrry 



goods from place to place over long diRtances. The volume as well as the variety· 
of production had needs to be very limited in consequence. 

As and when and where natural facilities for movement in bulk, like flowing· 
waters, or the power of the wind for driving ships along the coastal or distant seas: 
were available, they were utilised for effecting transport of goods in large quantity. 
The volume of wealth exchange was comparatively greater for sr ch areas. 'Ihose,. 
ther<'fore, who could command such advantages were encouraged and able to pro-
duce more or in ~rcater Yariety than their own immediate needs required. The 
surplu~ or speciality they produced was bartered or exchanged for that portion· 
of their own demand which they could not meet from their own production. Com
merC'e grew out of these conditions of increasin~Tly specialised- production and as 
commerce grew it gave a further stimulus to new production. Transport is thus 
an important ingredient in the growth and ramifications of modern commerce,. 
both internal anrl foreign, and, through that, of the entire economic organisation 
and activity today. · 

Bt>cause Transport makes this very important contribution to the economic-· 
system of our age, it has justly come to be regarded as amongst the leading Public
Utiliti<'s, in which not only the Owner or Operator of the Service is concerned, but 
also the community as a whole is most deeply concerned, as by it its aggregate
economy is profoundly affected. 

\Vith the advent of modern mechanised forms oflarge-scale transport in bulk 
the possibility of one man or a few associates providing the entire service in all its 
forms by land or water or air, with all its equipment of vehicles, permanent way; 
traction power, and all the accessories of stations, sheds, hotels, refreshment rooms, 
ferries, etc., hecame almost impoRsible. The association of a large number of· 
pCJrson'i providing the necessary capital by shares in a joint stock concern is almost 
coeval, in point of time, with the 1 ~dvent of railway transportation, and steam 
navigation oil rivers, canals and alorig coasts in such countries as France, Germany, 
United StatPs or Britain. There, before the coming ofthe Railway, they had mad&· 
very extensive u;;e of these natural highways, the rivers, the net work of canals built 
around them and the seas along their coasts or separating Continents. But even 
with the introduction of these more economical, more rapid and much more centra-. 
liscd means of transport, the waste involved in un-co-ordinated overlapping servioo· 
rcmainccl. A new, complex and formidable problem was created for those countries 
like ours, whic-h being behind in the modern industrial race, had many of their 
ess!mtial inclu>.tries, utilities or services developed for them by foreigners working 
entirely for profit, to themselves. \Vhen the consciousness grew in such people
of this invisible form of drain from their country, they sought to plug in every 
drain pipe. \Ve shall review below th,.. devices employed to prevent such drain, 
hy each country to develop its own essential industries, services and utilities. Where· 
the problem was still further complicated, as in India, by politics influencing 
economic factors, the problem was all the more difficult, if not insoluble. A re
view is accordin.Q"ly given later on of the peculiar disabilities or handicaps of the 
Indian TranRport Enterprise with special reference to coastal and overseas carrying 
trade in goods as well as passengers. 

All kinds of goods and all claRses of passengers were sought to be c1.1rried by 
railways competing among thcmFdves, by road and river and medley of rates was 
char:rc<l for the same. Competition in rates as well as in service amenities or com
fort provicl<'d by these gn·w. The distribution of all available traffic or allocation 
of appropriate line;; to the most suitable form of the service to the particular busi
ness, waR not even thought of. Those who had the governance of the countries 
eonc<'rned in thPir hands profess•-,{ to believe that the best interests of the· 
cwnmunity, collectinly, or of the national economy, would be served only by 
allowing frPe com petition amongst all carriers, national and foreign. Accordingly,. 
they i'cgcmJe,l d•l): bLtrf<ore•.ce in d • ..: business vf the carrier to be an unwar_rauted,. 
unnecessary and an uneconomical use of Govemmental'authority. 
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Economics of Water Transport 

Water transport is, and has always been an important adjunct of India"! 
national economy from time immemorial. Bulk carriage is unquestionably easier 
by water than by road. ·wherever therefore produce. was abundant, and trade 
between distant parts flourished on a large scale ; wherever considerable distance! 
had to be covered by heavy load, water transport was naturally more economical, 
and therefore, preferred. In India,. with a :iong coastline of over 3000 miles, and 
with her principal rivers flowing through hundreds of miles all the year round, 
with imperceptible gradients in fertile regions and flourishing industry; and with a. 
very considerable trade with all the neighbouring continents, water transporl 
had developed and was utilised on a large scale from days before recorded history. 

The economics of Water Transport, both inland and ac-ro::~s oceans, or along 
coasts, are too obvious to need detailed enumeration or specific analysis. Land 
transport by road is said to be relatively cheaper than Railways because the perma
nent way is much less costly than the corresponding item in rail transport. 
\Vhatever the cost, the road transpprt has not to bear it, since the road is provided 
and maintained at public expense. Reasons of national economy as well as 
strategy for defence have made this syEtem universal and unexceptional. In the 
case of water transport, the permanent way is free of cost to anybody except in 
the case of rivers canalised for navigation where there is considerable initial cost 
to reckon with. \Vater, otherwise, is a gift of nature which needs very little out
lay, comparatively speaking, to be made serviceable ·for this vital ingredient in 
national development. 

Ports and Harbours are also, primarily, gifts of nature. Their improvemPnt, 
expansion and adaptation to modern conditions involve, however, considerable 
investment of capital, which is reimbursed by levying Port Dues in a variety of ways. 
If and where material capital or human labour is inve~ted in their development, 
making them more serviceable under changing conditions that outlay is comparative
ly very small in view of the growing volume and value of modern sea-borne commerce. 
·These arrangements, moreover, are made by the State or some public authority 
under it ; so that the initial cost does not fall on the carrier entering or leaving a 
port. Port dues are, indeed, not extinct like road tolls ; thanks, however, to in
ternal competition among ports in the same country, the incidence of this burden 
is relatively light. 

Natural advantages for inland water transport in India are even greater than 
might appear at first sight. Our rivers are, wherever they exist, perennial, not 
periodically frozen, like the Volga or the Vistula, the Danube or the Don. They 
require no costly icebreaking, mud-dredging, or fog-clearing equipment, to make 
them serviceable in certain months of the year. They flow through plains, 
needina very little oflifting equipment for traffic, like locks on rivers meandering 
throuah uneven country. Locks would add, no doubt, to their accessibility and 
use in° certain areas ; but broadly speaking, they are not needed in most of the 
Indian rivers wherever they are navigable. 

Addition of arterial canals would improve the linear extent of the service. 
But, hitherto,-and particularly under the British regime,-Canals have been 
dua almost entirely for irrigation, wherein navigation found no place. Such of 
th: great canals on the principal rivers of India, which are "ide and deep and 
perennial enough to offer navigational facilities, hnve been constmcted not pri
marily for navigation. Their lay-out, d~mensi~ns and use arecon_seqtwntly govern
ed by considerations other than commerciaL 1he Indus was naVIgable for a thou
sand miles from its mouth before the Sukkur Barrage barred through carriage at 
Sukkur. It adds materially to the cost oftranshipment on Indus in that Province, 
as compared to the parallel service of the rail~vay. The. Ganges admits boats of a 
;thousand tons up to Allahabad. Calcutta IS only a nver port, a hundred miiea 
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from t~e mou~h of the Hooghly. But the landing and loading facilities at several 
convement pomts along the Ganges leave much room for improvement if the trans
port service along this grand highway of comm.erce is to be properly developed. 
Even if all these facilities were developed to their maximum, the capital cost for 
making this form of transport as efficient as it well might be, might be com
paratively small. 

'l'he cost of the vehicle, likewise, for water transport is, in proportion to the 
cargo or passengers carried per unit, comparatively small. The old time sailing 
vessel was built for what we would now regard as small-scale business though 
even that was large-scale, when compared to carriage by human porter~ or pack 
animals. Ships for deep rivers or ocean transport are now built in large unit sizes 
and are very costly. But in proportion to the quantity or numbers carried, the 
cost is small. Initial capital outlay, therefore, for this form of transport service is, 
-compared to others, economic. Its only disadvantage is that it is fixed by Nature 
along given lines, and can be-used only where the natural gift is in existence. Human 
ingenuity and effort can, no doubt, make canals, and join rivers as well as oceans, 
.e.g., by the Suez or the Panama Canals. But the scope fm: these is limited by the 
geography and available quantity of water in a river. If we desire to utilise this 
natural gift of the country to the fullest, we must devise all such expedients as 
would widen the use of this cheap means of bulk transport, both internal and over
seas, in the assurance that with all these outlays, the capital cost, mile for mile, 
and maund for maund of carriage, will be much smaller than on any alternative 
form of transport. · 

Whatever its potentialities, in India the Inland Water Transport had no fair 
trial, once the railway had come and begun competing with the natural facHity 
of the river transport. The Railway is said, even in Britain, to have killed the 
canal ; and we in India had perforce to follow the British model. In other European 
.and American countries, however, ev{ln today the essential economy and advantages 
.of inland water transport, carefullY developed and scientifically interlinked by a 
network of canals, are by no means neglected. The Atlantic has been connected 
by canals in France wifh the Mediterranean, the Mediterranean with the Red Sea 
by the Suez Canal, and the North Sea is linked with the Black Sea by similar deve
lopments on the Rhine and the Danube and the yet more ambitious developments or 
projects of Soviet planners. 

The great arterial rivers of Northern and Eastern India offer easy and immense 
possibilities of development in this direction. The Ganga with all her tributaries 
like the J umna, Gomti, Gamdalk, Gogra, Sone, etc., will easily provide a very 
economic grid system of water transport for the greater part of Northern India. 
It can be supplemented by a similar network on the l\Ieghna and the Brahmaputra 
.and lesser rivers of Bengal and Bihar, Orissa and Assam. Similarly, the Mahanadi 
and the Godavari, the Krishna and the Cauvery, not to speak of the Narmada, the 
Tapti and the Sabarmati on the West, have been neglected, their waterways silted 
up and blocked, their ports made unsailable, the mud and silt only cleared by the . 
.annual floods that do double damage in clearing away millions of tons of ver~ 
valuable soil, The possibility of their being linked up with such rivers as the SutleJ 

·.or the Chambal is a problem in engineering which has been solved in other countries 
less happily situated than ours ; and there is no reason why we 'cannot solve it 
here. 

But the narrowly conceived operation of the railway transl!ort authori~ies 
until today, because of the capital commitment of Government ~ that ser~ce, 
has killed these possibilities, which can only be revived i! the Nat~o~?-1. Plannm.g 
A. uthority, when appointed, realises the true role and ultimate possibilities of .this 
grcaL endowment by Nature of our country. Besides the fre~ roadway provid~d 
by nature, the initial cost per unit of carrier on inland water lS much smaller lD 

initial equipment than on any other form of transportation:. Th·3 w~oden hulks 
o0f old time could be easily built, and were built, out of the native forest, mctdt'nt~lly 

18M. of Com. 
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providing employment for a wider range of skilled artisans and unskilled labour. 
The provision of these ships with all the equipment of sails and cordage anchors 
and cables, oars and masts, also came from indigenous sources which thus advant
aged the local economy in proportion. There was no need to pay a tribute to the 
foreign shipbuilders or boiler makers, as we have to do today, because the industrial 
background is not so highly developed as is necessary for an economic shipbuilding 
enterprise of the modern kind "\vithin the country itself. 

Again the sailing vessel had no cost on account of motive power which in a 
steamship is a heavy item, whether coal or oil ; for the winds of nature, the tides 
of the sea or the current of the river carried the cargo and the passenger laden 
vessel. It made water carriage in heavy loads comparatively very easy and water, 
therefore, served as the principal means of transport wherever these facilities of 
nature were available. 

These are, however, no longer the normal conditions in shipping. Steam power 
has taken the place of wind driven sailing vessel. And though the maintenance 
cost of a. modern steamship is greater than that of the wind-jammer, the increasing 

. substitution of oil for coal leaves a much larger space for payload, as they call it in 
.America. It makes considerable saving in labour cost too. Wage bill, ashore 
and afloat, has arisen ; but even so, given the much greater unit cargo tha.n can be 
carried by water, the cost of maintenance and working may be deemed proportion
ately much less by water than by land in every form of transport. The economic 
and profitable management of shipping enterprise thus becomes a matter only of 
securing ·adequate cargo or passengers. · 

The losses in shipping and risks of water carriage, common in the early days 
of long·distance international shipping, are no longer worth reckoning on the debi'l 
side of the account. If such risks still continue, there are effective means of guard
ing or insuring against them. Erection and maintenance of lighthouses and life
boats, buoying of channels, and provision of suitable dock facilities or loading and 
unloading equipment are all liabilities of the State, which a modern country has to 
maintain for its own reasons. Sea transport today is much safer from the poin5 
of view of accidents ; and speed is no less, nor is regularity of service lacking 
compared to even mechanised road transport. The terminal costs of ports and 
storage tend to increa4e. But even these do not make water transport costlier 
per unit. 

· Both inland and overseas water transport have thus possibilities which need 
to be carefully investigated. They must at the same time be co-ordinated with 
other available forms of transport to make a really complete, composite, adequate 
and effective as well as economic service. Under modern conditions, and with 
the latest developments in shipbuilding, both naval and commercial, India may 
appear to suffer from certain initial handicaps. But these are not difficult to re
move. In the olden days, the primary material of ships and their equipment for 
service was all available within the country. Barring iron and steel in limited 
quantities, all items of eq~pment needed for the con:'truction of m?dern ships. such 
as the engine and the boiler as well as the mecharucal and electncal eqmpments 
which serve these vessels, have all to be imported from abroad. Shipbuilding 
once a far-famed and flouri::;hing industry of this country, has to be rep1mted 
in· the land by artificial methods, if need be. We have equal possibilities of ?e
veloping an iron and steel indu~try, alr:ady founded en a. mo.dern scale~ w1ich 
may easily provide all these bas_IC matenals.. ~nd ~he pr~duct~on of engmes and 
parts, equipment, apparatus, or Instruments IS hkewise an Item In all-round pla.n
ning which cannot be ignored when the organised, purposeful, co-ordinat£d exran
sion of the country comes to be achieved. 

The 'extent of ships and shipping business needed by India for her inland water
ways, for her coastal service; and ~or ~er ove~seas trad~ is impossil:_le t~ state with 
any degree of accuracy. The Shippm.g Pohcy Committee of 194<> estimated thai 
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two million tons of shipping would serve our present needs in the coastal a.nd overseas 
trades, and their probable expansion in the next few years. Against this we 
have got barely 327,000 tons. Though, as already remarked, the advent of the 
railway and its competition has strangled the inland water carriage of goods or 
passengers, there is still enough evidence, under present conditions, of that 
ancient mean,.'i of transport and communication having still its utility. It needs 
but a small dose of public support and encouragement ; it requires but a modest 
co-ordin,.'l.tion of all available traffic of an expanding economy, to resuscitate and 
reinforce this cheap, efficient, widely prevalent service. The little attention thf.t is 
necessary for erecting or maintaining adequate dockside and wharfage facilities 
with modern mechanised equipment for loading and unloading, stowing and dis
charging cargo, would improve the innumerable inland ports of India, which once did 
a large volume of through trade to overseas countries, and which st~ll have poten
tialities of resurrection to a considerable extent. 

The coastline of India stretches, even after Partition, to over 3,000 miles. 
The ports and harbours which once marked this lo:n,g line, have been stifled or 
rendered useless, mainly by the competition of 'block rates' on the railways, and 
partly also by the exigencies of a foreign power ruling in the land for its own aggran
disement. In the Vijayanagar Empire of five hundred years ago, when it covered 
the whole of South Indip., there are reported to have been 84 principal ports, which 
tod.ay are hardly even names. Their sites are marked by silt and mud, their 
memory m:tintained by a few straggling fishing crafts lurking in their coves; their 
potential m:uks unknown except to the antiquary or the enthusiast for local 
development against excessive centralisation, or concentration of the country's 
economic energy, resources and outlet in a very few principal ports. 

Against the numerous ports or roadsteads which flourished a hundred years ago 
on the coasts of India., there are now six ports only which do more than 90 per cent 
of the country's shipping business. Two of these between them take two-thirds 
of the total business available. Thet~ should be a more even distribution of busi
ness among the ports in an era- of planned development. As the following statis
tics will show, the shipping that entered aP.d cleared. with cargo has pass~d the 
ten million ton mark in the Indian ports ; while the adjoining maritime states, which 
h'l.d all through our long stories past also developed an extensive sea-borne trade, 
must account for a similar proportion. 



Statement showing the number and tunnage of steam vessels whic1t entered and cleared with cargoes in the forei1Jn trade of india
at ports in India during the fiscal years1938-39 and 1948-49. 

1938-39 1948-49 

ENTERED CLEARED ENTERED CLEARED 

-
No. of %to No. or" 

I 
% to No. of %to No. of %to 

ves!lel!l G.H.T. Total vessels G.R.T. Total veessels G.R.T. Total vessels O.R.T. Total 

I 

British 2,024 6,374,352 68 2,093 6,552,994 68·4 1,346 5,143,941 63·73 1,149 4,253,281 64 
(Br.) Indian Ill 291,441 3·1 107 273,345 2•8 315 176,703 2·2 369 200,795 3 
Danish 9 28,833 ·3 6 t17,217 ·2 . . . . . . . . . . .. 
Dutch 55 228,345 2·4 40 152,675 I·6 . . . . . . . . . . .. 
French 24 I66,681 I·8 24 I,66,681 1·7 2 6,032 ·07 3 13,I34 ·2 
German 96 437,144 4·7 112 511,929 5·3 . . . . . . . . . . .. 
Greek . · I3 40,064 ·4 26 78,783 ·92 . . . . . . . . . . . .. 
Italian 135 785,508 8·4 I44 7I7,I07 7·5 52 169,976 2·I 36 I03,796 1·6 
Norwegian . . 73 247,936 2·6 69 . I92,795 2·02 . . . . . . . . . . .. 
SwediBh . . I4 46,801 ·5 30 98,645 1· 03 .. .. . . .. . . . . 
Japanese . I42 569,137 6·05 155 631,0I9 6·6 . . . . . . 2 9,978_ . 1 
American 33 I47,623 I·6 32 143,465 I·5 160 732,224 9·I 142 6,99,698 IO·II 
Yugosll\vian . . . . . .. 2 .5,998 ·07 . . . . . . .. . . . . 
Roumanian . . . , .. . . I 2,673 ·03 . . . . . . .. . . . . 
Belgian . . . IF .. . . I 3,088 ·03 . . . . . . I .. . . . . 
EgyptianJ . . . Jll . . . . 2 6,221 ·08 .. . . . . .. i • . . 
Fini11h 

~~ 
7,054 ·05 1 3,775 ·05 . . .. . . . . . . . . 

Panamian 10,674 ·1 6 l15,210 ·71 .. . . . . . . . . . . 
Other eountri1111 .. .. . . . . . . . . 491 1,827,215 22·8 389 1,367,917 20·7 

--
Total 2,734 11,381,5113 100 2,8li1 9,573,620 IOO 2,366 8,056,0\H 100 2,090 6,648,51111 100 

Source• Accounts r&lating to the Sea-borne Tr11.de & Navigation of India for the relative yoara. 

•Unti11r thi11 h&ad are pr&iiumahly inaluded the countriea for whiah aoparato fiiuros are not iiven above for 11148-411. 
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National Fador in Transport 

The problem of transport economics is particuhrly complicated especi&Jly 
in respect of the more modren forms of Air and \Vater services by the admixture 
wit~ national considerations, affecting national independence, _integrity and security 
winch nf)J country can afford to overlook. An adequate ur fleet and an equdly 
l'!ufficicnt mercantile marine play a very important part, nowadays, not ody as 
auxiliaries to the fighting services propcr, in air as wt-ll as on water ; they help even 
more considerably in keeping open communications and providing supplies. 

Because of the universal recognition and increasin.g significance of this role in 
modern systems of national defence, the State must do everything in its powtr to 
encourage and maintain these services, as well as their basic ir;dustries fc.r maP.ufac
turin,g the vehicles, their parts and accessories, their armament and equipment,. 
to see that the country is not left stranded in the hour. of its need. Subsidit s end 
bounties are granted by every modern community, which is anxious to :r;reserve 
its n<J.tional independence and integrity, for building ar..d operating stirs of all 
kinds and aircraft of every description to ensure a ready and easily accesEible 
means for running auxiliary services and doing other duties assigr..ed to such 
categories in times of war. 

The rationale of such special advantages to these services and industries is not 
far to seck. In times of peace, they may not find sufficiently remunerative employ
ment, because of their initially high cost of present-day construction, equipment,. 
maintenance and operation, to make it worth while for ordinary unaided private 
enterprise to keep up such services on a strictly competitive basis-. Nor can it 
provide all the equipment needed to operate them regularly and efficiently on an 
exclusively commercial footing. To ,~).void this darl.ger of likely indifference to 
such services and their basic industries'in normal times, the State must provide all 
the necessary stimulus to such industries being started and services being run. It 
must give them all'possible support to ensure their maintenance in effective trim 
l'!O as to be capable of rendering the much needed vital service long before the hour
of danger actually strikes. 

The presence of such subsidies and bounties, concessions and assistance, in a 
wide variety of forms and degrees, makes it impossible to consider the economics. 
of these industries and services on a purely objective basis. Economics and politics 
J.lways affect one another ; and they are indissolubly interlinked in the case of 
countries like ours which, for extraneous reasons, have been unable to develop to 
the necessary degree these industries and services,--<>wned, manned end controlled 
by their n:1tionals,-and find themselves at a very heavy disadvantage, when they 
attain their independence and have to shoulder the responsibility for their own 
national defence and to maintain or uphold their national dign.ity in international 
relations. \Ve, in this country, are confronted, in this sphere, not only with the 
problem of filling up a lacuna in a vital spot; but also of overcoming, counteracting 
or neutraJising the might od" the alien vested interests which had so long denied. us 
a.n adequate mercantile marine of our own. The following pages present a revieW 
of these factors as applied to India, as well as the change in the economic backgrou~d 
of the country during the last quarter of a century, which will explain the pecuhar 
position of this country and the reaction on its national economy of the absence or 
under-development of such industries and services. 
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PART II 

CHANGES i:N THE ECONOMIC BACKGROUND SI~Cll 1922 

A radical change has taken place in the economic situation and background of 
this country since the Indian Fiscal Commission reported in 1922, and tq,e basic 
fiscal policy was laid duwn in 1923 in accordance with a resolution passed by th 
Indian Legislative Assembly in that year. 

Not all these changes, however, may be credited to the policy of 'Discriminating 
Protection' to selected Indian industries, begun in 1923. The logic of many events, 
-and the force of many circumstances beyond the control of the Indian Government 
of that period, have resulted in these changes and developments, in which the half
hearted policy of Fiscal Protection, or Governmental assistance to industries, played 
but a minor role. . Industries selected for protection or assistance were selected, 
not so much with a view to their essential importance in nation building or intensive 
Industrialisation of the country, or their vital necessity in our National Economy, 
as in accordance with certain predetermined conditions of economic advantage 
and promise of self-sufficiency, in course of time. This did not always, or primarily 
consider the real, long range needs of the country calculated to exploit and develop 
its resources and potentialities to the utmost degree as will be seen from the history 
and vicissitudes of the Shipping and_ Shipbuilding Industries in this country. 

The most outstanding changes that have taken place since are political rather 
than economic, though they vitally affect and condition the economic situation, 
background and prospects. \Ve consider below some of the most important of 
these. 

(a) There is an aspect of World \Var II which needs stressing so far a,s the. Ship
J>ing Industry is concerned. As is well known, during ·world War I, there were 
no effective controls on shipping, with the result that the industry was able to amass 
large reserves which later proved useful for replacement of ships. These condi
tions changed with World War II. With a knowledge of what had happened pre
viously and with a feeling that against joint enemies an all-out effort was required 
irrespective of its effect on post-war economy of the allied countries, the rates for 
requisitioned tonnage were kept so low by the allied Governments that not merely 
did the shipowners have no adequate reserves for replacement, but they have 
not been able to have a post-war position at all comparable to that of the end of the 
World War I. 

(b) Though not directly connected with our national economy, World War 
II, while it lasted, made a very considerable change in this country's economic posi
tion, and has left its legacy behind in a variety of shapes which also materially affect 
the country's economy. The practical closing of India's usual source of supplies 
for capital as well as consumer goods needed in Peace and War, and the increasing 
shortage of shipping space for such commodities as were available, compelled the 
then Government of India, negatively, to adopt a series of measures for the control 
and restriction of consumption, and positively, for the development of production 
within the country. Their aim was to meet the intensively expanding war needs 
and to supply normal peacetime requirements of the country after the \Var had 
ended. In the case of those industries which were thus forced into intensive develop
:ment to meet war requirements, but which had no reasonable prospect of withstanding 
world competition once the \Var had ended, Government had promised assistance 
.or protection if those industries of wartime creation or expansion had reasonabllll 
prospects of continuing. With the aid of such protection or assistance against 
.such post-war competition as might develop under normal conditions of competitive 
commerce, many of these industries have continued in existence. They have applied 
to the Tariff Board, appointed in 1945-46 and reconstituted in 1947 with amplified 
terms of reference, which has recommended several industries for Bpecial assistance 
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or protection. The reaction of that policy, even though it was an ad hoc or short 
term system, ca~not but affect the present situation and background very materially
Both the preceding factors and the effect of the policy of Fiscal Protection and assis
tance to industry, which had been pursued, however half-heartedly, in the 25 years 
preceding the Partition, resulted in the development of certain industries which 
without such portection, would not have developed at all, or not develop~d to the 
oQptimum degree. 

(c) The Partition of the country has also affected radically the economic back
ground, the conditions in respect of production of primary as well as secondary 
commodities, its distribution within the country, and our trade both at home and 
oQverseas. 

The Partition has, in the first place, resulted in removing from the authority 
and juristliction of the Government of undivided India large tracts of territory 
which used to be productive of raw materials and foodstuffs, much in excess of the 
requirements of the population of those areas. In both essential requirements 
therefore, the Dominion of India has become dependent for a sizable share of its 
0\\11 requirements, upon imports from abroad. In •the alternative, she is obliged 
to reduce her 0\\11 consumption, or exports of such foo~stuffs or raw materials which 
were formerly in excess compared to her own consuming or manufacturing nc~ds. 
Figures are appended [See Appendix VI (a) and (b)] to show in what respects this 
has affected the industrial and trade position of the country, and of all those which 
minister to the general economic development of the country, such, for instance as 
the Transport ~ervice. · 

· Fiscal Commission Report of 1922 with regard to Shipping 

The Fiscal Commission of 1921-22 does not appear to have examined the case 
of the Indian Shipping and Shipbuilding Industries. The only pregnant reference 
to Shipping occurs in paragraph No. 131 of their Report which we repoduce be-
low:- , .·' 

Para. 131:-Lowering of Coastal Shipping Rates.-Somewhat parallel to the 
complaints about railway rates are the complaints which we have received about 
()Oastal shipping rates. The causes are different, but the results are stated to be the 
same, namely, that Indian goods are handicapped in transmission in comparison 
with goods from foreign countries. Rates have been quoted to us showing a great 
disparity between the charges on goods conveyed between Indian and foreign 
countries. Such dispartities more than neutralise the natural protection which an 
industry might expect to receive in its own country by reason of the distance of 
foreign manufacturing centres. The cause of the high rates in the Indian coastal 
trade ean, according to their critics, be summed up in the one world, ' monopoly'. 
It is suggested that the existing monopoly can best be met by the development of 
an Indian mercantile marine. As, in connection with the resolution moved by Sir 
Si,·aswami Ayyar in the Legislative Assembly on the 12th January, 1922, the Go
vernnwnt of India have accepted the necessity of a thorough enquiry into the 
measures needed for the encouragement of an Indian mercantile marine, 
it is unnecessary for us to do more than express our belief that a successful issue 
to this policy should ha\'e a favourable effect on coastal freight rates and assist 
industrial development. 

In response to the Resolution moved by Sir P. S. Sivaswamy Aiyar, and endor
sed by the Fiscal Commissions' Report, the Government of India appointed in 1923 
the Indian )lercantile )larine Committee-the first landmark in the history of Indian 
Shipping after World War I. The circumstances leading up to its constitution, its 
terms of reference and its recornl)lendations are given below: 

Recomrnendations of Indian MercanWe Marine Committee 
I 

The Mercantile Marine Committee appointed in 1922-23 was expressly required 
to consider ways and means of building up a suitable mercantile marine for India. 
'This Committee considered the various obstacles in the way of the development .of 

' 



Indian enterprise in this field and also examined the several alternatives to ~--. 
over this difficulty e.g., buying out the rival interests completely. It made recom
mendations, summarised below, for solving the problem, including a suggestion 
for starting shipbuilding yards within the country itself by State help, and buying 
in the meantime, the necessary ships, which would bE! owned and worked by In
dians. 

The Indian Mercantile Marine Committee 1923-2! was appointed to consider
what measures could usefully be taken :-

(1) for the liberal recruitment of Indians as Deck or Executive Officers and 
Engineers in the Royal Indian Marine ; 

(2) For the establishment of a Nautical College in Indian waters for the purpoa& 
of training Executive Officers and Engineers of ships ; 

(3) For ensuring the~ entertainment of Indian apprentices for training as such 
Officers and Engineers in the shlps owned by shipping firms that enjoy any subsidy 
or other benefits from Government on any account and for the creation of an ade
quate number of State scholarships for providing instructions in the Nautical 
Colleges and Training Ships in England pending the formation of a Nautical Colleg~ 
in India; 

(4) For the encouragement of shipbuilding an1 of the growth of an Indian, 
Mercantile Marine by a system of bounties, subsidi~~ and such other measures as 
have been adopted in Japan; 

(5) For the acquisition of training ships by gift from the Imperial Governmeni 
or otherwise ; and 

(6) For the construction of the necessary dockyards and engineering workshops 
in one or more ports. 

They recommended: 
I. Reservation of coasting trade by a system of Licences issued on the following 

conditions:- ' 
(1) To no foreign ship except in so far as protected by treaty rights. 

!2) To any ship flying the British flag, provided that 
(a) It has been regularly engaged on the coasting trade during the preceding 

12 months and is not more than 25 years old ; · 

(b) The owner undertakes to take Indian apprentices and Indian executive
Engineer Officers, on prescribed scales ; 

(c) The license shall continue only until the ship has reached the age of25· 
years. 

(3) Any ship hereafter seeking to enter the coasting trade shall comply with: 
the following conditions : 

viz., 
(a) The ownership and controlling interests shall be predominantly Indian. 

( i) Resgistered in India ; 
(ii) Owned and managed by an Individual Indian or by a Company regis

terted in India with rupee Capital, with a majority of Indians on its. 
Directorate and a majority of its shares held by Indians; 

(iii) Some undertaking regarding Indian apprentices and Officers as in con
dition (2b) above. 

(4) The licensing authority to hav_e discretio?- to waive a~ or a:ny of the ~<;m
ditions during period of stress and to ISsue permtts to any shtp flymg the BntiSh· 
fiag. 

(5) The licensing authority to have power to take such steps with the approval 
of the Government of India, as may be considered advisable to deal with deferred . 
rebates, rate wars, or' any other conditions which act unduly as a restraint on trade •. 
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II. Purchase by Government of one of the existing British Lines operating on the
coast, and eventual transfer by sale to approved Indian owners. 

It is anticipated that purchase willthe facilitated by the restrictions imposed 
on the coasting trade by the licensing system. · · 

III. Bounties and other forms of State aid are not now recommended. But 
bountios ~ay be considered .subsequently for purely Indian shipping comranies. 
engaged m overseas trades. 

IV. Mail S'Ubsidies : As a genere.l principle, the most economical tender, h£..ving 
regard to regularity and speed, should l;e accer-ted. But if the licendrg li:'}~tem 
is not adopted, mail contracts in which the whole subsidy is pdd by India should 
ir\clude a stipulation to take Indian apprentices on the scale recommended for the 
licensing system 

or Indian owned and Indian managed ships should be assiRterl by 
(I) bounties ; 
(2) mail contracts ; 
(3) carriage of Government stores whether in the coasting or in overseas. 

trade. 
Government action on these r~omrmendations 

These recommendations, however, remained in the pigeon-holes of the Secre-
tariat. No action was taken on any of them, except on that in regard to training. 
establishment for deck Officers and Engine room staff. The Training ship 
" Duff0rin" wa.s assigned and reconditioned for this purpose. The practical ex-
perience, however, which personnel thus trained would require before becoming 
full-fledged Officers could only be got on the British-owned ships plying on the 
Indian coasts. But this the British shipowners refused to afford. 

The same attitude was adopt~d in' respect of the 'Wireless Operators on board. 
l:lhips, who might receive any of the best theoretical training in their schoob and. 
colleges but who would not be entitled to serve as such personnel unless they would 
produce certificate of a given period's experience on -board a ship. The Bengal 
Pilot &rvice of the day followed the same policy of excluding and keeping out qua
lified Indians. 

The suggestions that Indian enterprise should buy from the existing British 
interests a part of the shipping they owned to enable the Indian enterprise to take 
their fair sh:.1re was also considered. But the British owners demanded terms and. 
conditions which would have made economic operation of the shipping thus obte.ined 
impossible. This would be all the more so if there were no method of reservi11g any 
portion of the carrying trade for Indian owned vessels, whether on the coasts of the 
couritry or on the high seas. 

Not the least of the handicaps for the Indian enterprise lay in the absence of' 
sufficient trn.ined technical personnel, both for serving as deck officers and commercial. 
agents, as also for the engine room, and the wireless cabin and other technical ser
vices. Even if they built, bought, or chartered ships, they had not the staff to 
work them. The l\lercantile ::\iarine Committee had recommended that a training· 
school for Deck and Engine-room staff be started at qnce to overcome this handicap:. 
The first fruit of this recommwdation was the establishment of the Training ship 
"Duffcrin" to train a suitable number, every year, of Indian cadets for taking th;eir 
place as Officers in the Country's mercantile marine. India has no lack of. sea-fa:rmg. 
pl)puh.tion, accustomed from time immemorial in their relatively small wmd-dnven 
ve;;sels, to trade across the Arabian Sea, the Indian Ocean and venture even farther· 
a.ficld in the Pacific. But while Indian seamen continued in increasing numbers to 
man the British-owned larger, modern ships doing business along the coasts and· 
a.cross the seas as lascars, the officer class of the sailing ships, with technical knowledge 
and responsibility in navigation, was gradually weeded.,<?ut of existence, ~w!ng to· 
the replacement of sail by steam and the indifference of the Goverrtment of Iri.dta and, 
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rt~& Briti.,;h shipping companies to the interests of the Indian sea-faring classes ; and 
hts place was taken by the corresponding British personnel on British vessels. Unless 
the superior personnel for running and n~vigating ships, safely, economically and 

·efficiently, were available from the children of the swl, the mere owning of a fleet, 
.however large, would not suffice to meet the country's needs in connection with a 
nation.?J mercantile marine. 

The cadet ship " Dufferin" soon proved popular ; but the men turned out by the 
specialised institution as ar.d when they came out, had to be employed ; the only 
considerable source of &uch employment was in the British-0"\\"ll.ed vesst-ls ; &nd those 
owners refused to consider Indian qualified candidatei for their service. It was 
a legitimate deme,nd that those who took such a le,rge »hare in the country's coastal 

·and overseas camying tra.de, its mails, stores and troops carriage on Govern
ment account should give preference to trained ~md qualified Indian personnel 
on their ships lJ,s they became available. Nevertheless they refused to co-operate 
and persisted in doing so. The Indian enterprise welcomed such Indian talent 
newly trained., but its capacity to offer employment was limited, though the terms 
on which it was offered were by no means uncomparable. 

This serious handicap, however, has not yet been fully obviated, even after the 
· establishment of the Training ship for deck officers. A school for Marine Engin
eering has also made its appearance. Facilities were also attempted to be secured 

-for Indian aspirants for a more specblised training in the more advanced shipbuilding 
countries during the last war ; but not with any striking success. 

A beginning has at last been made for a large-scale shipbuilding ind_ustry of the 
modern type within the country itself. The Indian concern mentioned above, 
when it started business had shins built in Britian for the various lines it t·ntered, 

·including the pilgrim service to~ Hedjaz. The moment, however, it entered any 
new trade, it was faced with the most determined competition, and the threat of a. 
Rate ·war. It bought more ships, and chartered others. But still it eould not 

·cope with all the tra,de that came to it in spite of British obstruction. They had, 
therefore, to insist, time and again, upon an adequate modern shipbuilding industry 
within the country. Despite, however, the :;erious emergency of the ·war, the 
Government of the d:1y failed to realise the gravity of the situation. The demand 
for technically trained personnel for war-time service, ashore and afloat, led to 
further depletion of the Indian reserve of such officers. The scarcity in trained 
personnel, therefore, remains unrelieved, and the growth of the Indian enterprise 
in the shipping world i~ inevitably impeded because of this handicap. 

Shipping Services and Development during Interwar Period, of (a) Agriculture and 
(b) lnd·ustries. 

Shipping as an industry and service is closely allied to the production, both 
agricultural and industrial, of the nation. Unless there is production extra to 
requirements or there is lack of production there can be no tra.nsport. If there 
be only self-sufficiency and self-sufficiency be the goal of a nation, that nation 
would not be able to enter the international trade, and in the circumstances there 
would be no necessity for shipping services either t:oastal or international. 
*Before proceeding further it would, therefore, be in the nature ot things to ex
amine the agricultural and industrial production of the Union of India. 

(a) Agriculoure : 

So far as agriculture is concerned, the loss to the Indian Union of considerable 
agricultural areas by the pa:rtit~on of the ~ou"?-try has nec~s~arily affected the ~o

:Iume of agricultural productiOn mall the prmctpal commodities both of food supphes 
and raw materials in the country. 

· • India bas always had a formidable volume or exports aud imports and _ihe history of 
·~he trade is summarised in ~he two tables. vide Appendices I &ll. 
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The figures in Appendices III & IV indicate the loss of the area, and conse
qut-nt d·~diu.e in the production, which speak for themselves. 

Another ft~tor ~hich may also be noticed as regards agricultural production 
a.t the prt'sen.t hme IS shown by the St.'t of figures in Appendix V which gives the 
yield per acre of the principal agricultural commodities. In almost ewry instance, 
exeept perhaps sugar and jute, the yield has declined. 

The figures are, it is true, n.ot the htest that may be available, but they are 
suffic-iently c-loqm·nt as regards the gener.1l trend. 

. This is independent of the Pa.rtiticn, or the legacy of the war. The transfer 
<.! power ought to have It'd to some improvement, rather than worsen.ina of the 
•itu~•tion, especially in. view of the inten'>e pressure from official and auth~ritative 
iiOurces on ac~ount of the so-cr.lled " Grow ~lore Food Campaign". Under the 
~ttress of WJ.r-~Ime necessity, Britain attained a 75 per· cent incr~ase in her Agricul
tura.l production ; but in Indi<'. the efforts did not show &ny perceptible improvement 
bec:mst.' of the w.tr demand, or even after the \Yar. · 

The pr Jjerts now in h:1 nd of Luge-scale irrigation works, for utilising the principal 
rivers and, with the aid of their W:!.ters, reclaiming large tracts of land for resettle
ment, are ctlcubted to gm.untee.adequate and regular supply of water, which 
is n•Jw O•l-' of th•) most sewre hand; caps of Indian Agriculture. It would also help 
to recLLim waste hnd and bringing it under the plough on. an. equally large-scale. 
This will add. more than. proportionately to the yield from land especially if intensive 
and lu gcc-sc,tle cultivation is adopted. Production can. also be increased by such 
~~oid.s as artificial fer~ilizcrs. .\11 these would go a long way to make up the deficit 
tha~ h·•s Iwen forced upon Ind.i<>. by the partition of the country and loss of the 
area. 

It must be added, however, at the same time, that many of these large-scale 
Rinr Tr,UI\iltg and Irrig<ttion multi-purpose projects will ta.ke years to complete, 
in any e<t~e not less than a llecade. Upon their completion the deficit now noticed 
ma.y not eontinue ad,·er:l('ly affecting the volume of agricultural production in. the 
country. But if, at the sune time, population goes on. growing steadily at the rate 
notieed in. the bst two or three censuses, the expected consequence of improving an.d 
tliffusing economic prospt>rity equally throughout the land by means of trade, both 
in.tt·rn·•.l and on•rse:1s, may not be 1\C'alised to the same extent. The problem of 
properly ordering a country's natimial economy is a most complex and many-sided 
que~tiun, whieh c,~n,not be soh·ed by tackling or emphasising only one side of the 
matter. rnlt>ss a carefully thought out, mutually co-odinate and scientifically 
inkgr<~.ted system is adopted to eitsure an all-round ordered grov;th and develop
ment, we would be no nearer a real solution. of our multifarious problems of national 
economy. 

If the situation is, therefore, to he rem~died radically, a comprehensive policy, 
not only of agricultural improwment by the measures men.tion.ed above an.d ~thers 
of an analugou;; n'lture should be adopted to secure the preservation of the sOil and 
its inereasing producti,-ity ; but also a more economic an.d efficient organisat!on 
of agricultural industry should be given. effect to, so as to make the labour and capital 
engag<·<l tlwrein. much morE' productin• per unit than. is the case today. The m~re 
increase in the volume or variety of the produce is not enough ; we must have Its 
proper distribution so that all cla~ses of the people share equitably in the increased 
produetion. And thi;; can only be achieved by providing adequately and simn!~n
eously all the necessary adjuncts, accessories, or incidental services, and amerut•es. 
like Transport, Finance or ~larketing. 

The trade in a<rricultural commodities has radically changed in. the last few 
years. India. has b:'come a very large importer of foodstuffs, and even raw materials 
of industry in place of being exporter of the same as she was accustomed to do at 
the time the first Fiscal Commission reported. 
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As regards foodgrains the failure of the Government to utilise the import of 
same, whieh amounted to as much as 27 lakhs of tons in the year 1948, to d~velop 
national sLipping, cannot be denied, as a pr.rt of it at, least would have provided 
adequate cargo for vessels running both wc-.ys. A cargo vessel of 8,000 ton-> doing 
three round voy<tges from Ameriea to India will carry about 25,000 tons in a 
year. For the gra,in trade alone of these dimensions, 100 ve~sels-a.bcut 8,00,000 
ton:-may be needed. 

Of course, to mdntain a line, return cargo would le neceEsary. But at least 
a certain number of natiop.al ships could have been introdt.ced in the tr<.,des conct rnec., 
as has since been done in the carriz.ge of Austfalir.n grdn and Amedcr.n Iocc.mc tivee.
Even now during the period ahead, arrangements could be m[.de regarding su<:h 
co-ordination. Hence, in this connection the question of an India.n ShipJ.ing Suvi<e 
between India and the South American countries should be considered. 

(b) Industries: · 

So far as Industries are concerned, with the changes in the background already 
mentioned, the pace of industrial progress has necessarily slowed down. The 
war gave a fillip by the adventitious protection to local industry because of the 
cutting off offoreign competition, which, however, did not last long after the war 
and its temporary stimulus had ended. The demand for capital or consumer goods, 
which had perforce to be kept down while the war laste.d, still remains in the back
ground ;and would otherwise maintain Indian Industries at a fairly high level if other 
factors had not entered to prevent this consummation. . 

There are several new impediments which obstruct our industrial growth today_ 
Lack of raw materials produced at home in sufficient quantity and quality and 
the difficulty of obtaining them from foreign sources of such supplies, thanks to the 
prevailing Exchange Ehortage, make the continued progress and expansion of India's 
industry very slow. The shortage, moreover, offoodstu:ffs, and the hardship that the 
working population has to bear in consequence, equally affects in the same direction 
the progress and development of indigenous industry. The resort to black-market
ing for procurement of necessary supplies by the working population cannot bui 
react upon their working capacity, their time and energy ; and those inevitably 
tell upon their output. 

The decline or depreciation of the mechanical equipment due to the lack of 
adequate repair, replacement or renovation during war time of plant, machinery 
and accessories, and the difficulty of procuring new machinery, tools or equipment 
owing to reasons noted above, also prejudice in a substantial degree the outpu\ 
from industry and the rate of its development. 

The reduction in the market due to the Partition of the country and the lo8s 
of the Pakistan market for India's industrial output, also operate in the sam& 
direction. The measurement of such factors in concrete terms is difficult ; but 
their presence and operation cannot be denied. · 

So far as can be judged at present, these trends are not merely passing factors. 
They are likely to affect our industrial expansion and development for such time 
as India makes up, from her own resources, the required quantum and quality 
of raw materials, and is at the same time able, from a progressive expansion, to 
meet her own local demand. 

In the latter case, it is possible to obtain overseas markets, not only in ouJ' 
immediate neighbouring countries, like Burma, Ceylon or Pakistan which are com,.. 
paratively backward in modern industry, but also further afield in the East and 
in'the West, in Indonesia. and Arabia, as well as in Thailand and Africa. The need 
for a mercantile marine to develop such markets cannot be overstressed. In these 
countries, for years to come the industrial output may be comparatively insufficieni 
or local needs ; and so India's output may find profitable market in these regiona~ · 
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But this development would necessarily take time, as also the first named factor 
of suitable and sufficient raw material supply at home. The rate of growth and 
expansion, therefore, upto the point of making up this time lag, must needs be slow; 
and the process of making our industries return to their normal level of output and 
efficiency must be likewise slow. 

The need for re-organisation and re-orientation of trade is all the greater for 
India, as, notwithstanding her size, her population and resources, she is unable, 
and will remain so for some years to come, to meet even all her own essential re
quirements. In some industries, however, which she may take steps to develop 
intensively, she may quite possibly produce more than she can consume herself; 
and would then be in a position to help supply other markets which at present are 
inaccessible 'to her.. For carrying this trade, an adequate efficient and economic 
.ahipping is necessary. India lacks very badly in this inseparable adjunct of her 
national economy ; and hence the stress laid in these pages on that development. 

\Vith regard to the development of our industries;.we must not lay any emphasis 
on the possibility of our working up all available and potential raw :material to 
aupply our own market within our own frontiers. Not only may we not be able 
economically to achieve this objective in every particular, but we must also face 
the fact of growing modern international dependence and mutual obligations which 
would be incompatible with, such an ideal being rigorously pursued by such a. 
eountry as ours. The new aim of securing the greatest possible degree of economic 
co-operation between nations demands that each country should keep its prog
gramme of local development within reasonable limits, and without being incom
patible with its neighbours and customers. Scientific advancement, new discover
ies and new inventions render inherited skill and traditional enterprise in particular 
nelds obsolete. New processes, new machines, new equipment substituting for old 
methods and devices often render once very profitable enterprises utterly onerous and 
unremunerative. Even the primary··'sources of production, namely, agriculture, 
is nowadays exposed more and more to the threat of substitutes being produced 
by scientific means. Synthetic rubber for real caoutchouc, oil from coal, beet sugar, 
rayon silk, and even some new fibre, which would take the place of jute, are actual 
or potential examples. Industry, moreover, tends to be more and more interde
pendent, so that the finished product of one industry becomes the raw material 
of another. These necessitate an ever widening division of labour which makes 
the several countries of the world integral parts of one world economy. The latest 
example of this kind may be found in the ilmenite sands of Travancore, which, 
an til now, used to be exported in the original condition as raw material for being 
worked up abroad. By a recent agreement, however, with American industrialists, 
the ilmenite and other sands are processed here and exported for final utilisation 
in the paint industry in the United States. 

There are two standards of measuring such development, namely :-

(i) The possibility of working up, within the country itself, of all its available 
and potential produceable raw materials whether sufficient or surplus 
for own market as regards the commodities manufactured out of 
such materials. It must be remembered, however, that any such 
demand is progressively expanding with the growth of Industry and 
better diffusion of prosperity. Demand cannot, therefore, be taken 
to be rigid and fixed for all time : nor can supply through industry 
systematically protected and actively developed always remain static. 
This objective must. therefore, be construed, even if adopted, as the 
guiding principle of the National Fiscal Policy and be taken to be 
elastic in a certain degree. 

{ii) Alternatively, the aim of su:::h policy may bette development of industry 
at }east to the point where the entire local demand is satisfied by the 
home production; making allowance fot 'its progressive expansion, 

I 
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and increasing purchasing power of the consumer. This sounds a 
more reasonable goal ; but even here, there is room for elasticity in 
interpretation. 

It must not be forgotten, however, that besides these two objectives, there is 
the consideration of providing sufficient volume of trade, both import and export 
or cargo so as to maintain a reasonable volume and variety of shippinO' for the 
country concerned. The imports and exports represent the deficits or sur'Plus pro
duction of the country, which must lead to international trade, however insistent 
the country's policy may be in regard to self-sufficiency. It is such trade which 
would inevitably_ develop also the country's shipping. (See App. VIII). 

Cottage industries suitable for export trade 

In dealing with the overseas trade of a country, we should not confine ourselves 
merely to big industries. Those small-scale or cottage industries which specialize 
in artistic production or skilled craftsmanship and which may be more or less uni
que in this country would also be best suited for providing an export surplus. Thill! 
carpet making and all analogous articles, carved work in wood and ivory of all kind, 
shawls and embroideries, even now command a good market in foreign countries. 
The producer needs to be organised properly and his work needs to be standardised 
so as to admit of clear cataloguing, definite quotations, and regular supply of re-

' quired quality. The artist is in all countries, and has been all through the ages, 
not a businessman ; and so, if in this commercial age, this great handicap or defi
ciency is to be effectively remedied, the State would have to come to the assistance 
of such producers to enable their creations to find a profitable market, if not at home,. 
at least abroad in those countries which have learnt to value such products. 

Place of Cottage Industries in the joreign tr~trle 

The small-scale industry would, on the basis gh·en above, be primarily useJ to 
supply the balance of domestic needs not supplied by large-scale industry. Only in 
the case of some special artistic production or craftsmanship, which makes the product 
somewhat unique would it command any portion of the export market. In the 
latter case, trade agreements may secure, where possible, preferential tr<:ntment 
for such products being, in a manner of speaking, non-competitive a:1d a speciality 
of this country. The small-scale producer is e.-r hypothesi poor in capital and credit 
resources ; he is weak and unorganised in as much as he is an individual worker, 
scattered all over the land, and working without any expert aid to study marke• 
possibilities, make proper advertisement of his wares, and maintain standard quality 
to meet the various needs of the several markets he caters for. He may haYe here
ditary or acquired skill and craftsmanship of a n~ry high order. But in the comm
ercial age in which we are living, unless he can advertise his wares properly; maintain 
catalogues and contacts with both domestic and foreign consumers he would not be 
in a position effectively to hold his own against the large-scale producer. It is, 
therefore, necPssary that some kind of preferential treatment be given to him by 
Government so that he may be able to maintain his ground, and carry on his craft 
on a little better than ntarvation wages. 

Special steps may be needed to safeguard such special craftmanship or a.rtillti• 
creations. Preference may be shown to such industry by way ofsecuring adequat~ 
and suitable raw material, either within the country or obtaining it from outsidQ 

. to enable the highest quality of such .ware being produced. Financial assistance 
or credit facilities given to them should not be treated as in any way coming in 
the way of freedom of trade, if that be the objective 9f any such trade treatX 1. 

Within the country, the products of these industries are likely to find their 
greatest demand._ At the presen~ time, they meet only the gap in loc?.l _produe

·tion. This defiCiency may: contmue for some years before large-scale mdustry 
is able to meet the entire local demand even in the most advanced industries. Bai 
apar~ from this, some of these industries may desPrve to be protected and main-
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taiued for their o~ sake for t?e c;aftsma?ShiP and beauty of their products, which 
ca1mot be appreciated or survwe m a regime of absolute free competition. Almost 
every protective duty has taken the shape of import duty, generally on the finished 
goods, but sometimes also on the raw material, such as cotton. The former is 
auto~atically protective and the later guarantees a source of supply of the quality 
required by the smaller producer. A worker, particularly excelling in quality of 
product, must have material of the quality and in the quantity he is accustomed to. 
work with if he is. to do justice to himself and to his customer. Even then he has his 
own handicaps and difficulties with regard to competitions from the larger producer, 
both at home and abroad. But he may be enabled to stand that competition if· 
State assist:mce is provided to him in some such form including a guaranteed demand 
for his output. For this purpose it is of. the utmost importance that the cottage. 
induntry sho~ld be properly organised districtwise or province-wise. That would 
help to encourage specialisation, standardisation and maintenance of quality. 
which would counterbalance the other disadvantages ~f the cottage worker. 

If a policy is adopted deliberately to keep alive, e~courage and ~upport small 
induntry, in cases where there are also competing large industries, protection to. 
all of them by way of import duties would perhaps not suffice to secure them reason.' 
able living conditions. Other measures like a proper supply of the necessary raw 
material, better organisation and credit facilities, and appropriate marketing arran
gements would be needed. These are matters of domestic arrangement, in which
foreign trade treaties would not be materially affected. Besides, there are certain 
cottag0 industries like carpet making etc. which can be produced in abundant 
quantities for export trade, and a favourable freight rate can do much to encourage . 
their development. 

Country Graft 
·' 

Analogous to the place of cottage i.lldustries in the industrial sphere is the place . 
of country craft in the sphere of sea transport. This form of transport is essential! 
for relieving the pressure on steamships· and also to serve many ports which cannot 
be reached by steamers. The transport of agricultural produce between smaller 
ports is moHtly done by means of country craft. 

In the case of the shipping industry, we may well consider the sailing vessel, 
or the country craft of today as corresponding to the small-scale industry in regard 
to manufaduring industries as a whole. All the characteristics of large-scale industry 
arc to he found in the steam or motor vessel. It is usually fairly large in capacity· 
with rapid operation and employing a large number of hired labour. It plies over · 
long distanc<'s, carries cargo in bulk, and is, therefore, able to afford economies 
comparable to the large-scale manufacturing industry. On the other hand, the 
sailing vcHsd is usually small in size, hardly exceeding, perhaps, 50 or 100 tons, 
g('Iwrally plies along the coast, carries a small quantity of relatively cheap com- . 
modities, is motived by the natural force of wind, and worked by the labour of 
one or two families specialising in sea-faring provinces. The capital needed for 
c4uipnwnt ~md opt·ration is also comparatively very small, and the problems 
of maintenances and those arising out of the terminal facilities, labour needs,. etc. 
are all of the same genus as those in connection with cottage industry. In times 
of emergency like a \Vorld ·war, it has given the same service as the cottage industry,_ 
to supplement production of such commodities as are impossible to be produced 
within the country in the quantity required, either because of the absence of the 
necessary capital equipment, renewal or replacement of machinery and analogous 
factors, -or because of the sheer absence of raw material, technical skill and ?ther 
such pre-requisites. · 

Under such circumstances the sailing vessel helps even bet.ter than the c?tt~ge 
industry in supplementing the country's mercantil~ . marme, aJ?-d contmwng 
the carrying trade of the country economically, exp:~tt~:msly, and m the qua;n
titics required. This helps to ·maintain the equilibriUm that would otheiWl e · 
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~be wholly shattered. The Report of the Sailing Vessels Committee, appointed 
by the Government of India in 1948-49, takes the same view. 

It will accordingly be necessary to maintain~ this supplement or adjunct to 
the power-driven mercantile fleet, both for norma] peace-time and for war-time 
needs. 

Statement showing Tonnage of cargo of all descriptions exported by Sailing V Msels 
:(Country Craft) during the following years thorugh the following ports. 

erial ·.s 
N o. 

Bombay 

Ports 

• 

1944-45 

Total 
No. of Quantity 
Craft in Tons 

Not available. 1. 

2. :Minor Ports in 
Presidency 

Bombay 
27,257 5,89,736 

:S. 

·4. 

Saaras!ltra Ports 

Por!s in Madras 
dency 

8,006 1,65,298 

Pretl-
8,649 5,03,788 

.6. SinJ, Konkan & Mormu· 
gao 

. Co~hin. 

• Kantila (Kutrh) 

6 

7 

8 • Bar<'ca State 

·9. Tra.vanc·,re 

TOTAL 

I • 

7,212 2,19,951 

1,t19 32,940 

536 4,078 

3,224 29,530 

• ,~471 25,902 

. 56,780 16,01,223 

1945-46 1946·47 1947·48 

Total Total Total 
No. of Quantity No. of Quantity No. or Quantity 
Craft in Tons Craft in Tons Craft in Ton~ 

----
25,819 6,74,084 22,970 5,99,648 20,043 5,33,40 

26,267 5,05,595 24,826 5,07,106 22,327 4,23,f.07 

7,80(; 2,00,088 7,7791 1,34,550 7,999 1,74,696 

7,547 4,17,266 5,347 I 2,78,270 1 6,258 3,46,205 

9,711 3,53,337 8,182 2,90,467 6,854 ~.49,599 

1,110 t8,083 454 14,090 593 S,i34 

517 8,250 526 1,618 7H 10,054 

3,154 33,397 3,339 43,113 3,388 48,56(1 

376 30,802 137 420 105 544 

S2,306 22,51,902 73,650 18,69,282 68,341 117,9a,40o 

Statement showing Tonnage of cargo of all dlscriptions imported by Sailing Vessel.s 
(Country Craft) during the following years through the following port-s. 

r.o 1944-45 1945-46 1\146-47 D4~-48 
~ 

-E ---
Ports Total Total Total Total 

:!'iro. or Quantity No. of Quantity No. of Quantity No. of Quantity 
Craft. in Tons. Craft. in Tons. Craft. in Tons. Crall. in Ton• 

J. . Bombay Not avaiiable 41,982 8,36,381 35,888 7,08,436 35,779 6,52,138 

2. Minor -ports in Bombay 
Pre~:..J.ency 24,278 2,71,839 23,674 2,7i,639 23,604 2,80,332 23,063 2,8~·.973 

3. !;anra~htra Ports 7,622 2,03,868 I 7,462 :.>,00,718 7,903 2,54,096 7,639 2,76,4~7 

. Pflrt.s in :Madras Presi· 
:.>,54,519 de!!CY 6,432 3,67,639 5,981 3,4;;,389 8,988 2,H,!J69 H56 

11. ~in1, Konkan and Mor-
1,9:?,717 mugao 4,214 1,46, 737 7,386 2,72,279 7,021 2,47,~05 5,265 

6. c~chitJ . 1,449 77,329 1,110 5~.231 454 22,372 ~9:1. 20.19Z 

7. Kan11a (Kutch) 526 - 9,105 506 6,861 533 9.876 -"12 13,07!! 

~- Bar.:Jda State 2,37S 24,049 2,207 19,143 2,125 16,5-16 ?,1:>7 17,H'< 

.11. TravancJre ' I 447 
26,359 376 . t!,3~9 - 137 4,196 105 I 3,390 

' 

___ _____, 
TOTAL 47,346 11,26,925 90,684 20,22.970 ) 81.6 53 17.58e628 

1 7~'l99 17.1t1.07S 
I 
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Difficulties o.f Indian enterprise in water transport 

Having examined the grow~h of both large and small-scale industries from thB 
angle of export market during the last few years, let us consider the economics of 
the most suitable form of transport to carry this trade. 

The great economy of water transpor~s. in large vessels, with bulk carriage of 
goods over long distJ.nces, has already been explained and emphasised ab::>ve 
and so nee:l not be rap3ate:l at this stage. Its coatribution to the development 
and expansion of loc.1.l ind~stry, agriculture and other forms of production; its 
-service in the cause of international co-operation, arid increased employment require 
no den.)n3tra.tion. Nor neal wa repeat what has already been stated-the immense 
vvlumCJ of w.n.lth of this C)U:J.try, aggregating over Rs. 60 crores most of which is 
being every yaar invisibly dra.inad away because the bulk of her own overseas trade 
i3 curied in n):l-Iniian bottoms. This wealth, retained in the country, could 
provide not only employmant for large numbers· if a corresponding merchant 
fleet was built up and maintained by the country itsylf, but also aid at the same 
time very effectively indigenous industry which toda~ is badly needed. 

At the time, however, that the consciousness of this need of the country's 
economy began to dawn upon her leaders, the domination of Britiain in the gover
nance of India was absolute and unquestioned. That domination operated in the 
economic field to support, maintain and advance British interests, which had prac
tically acquired a monopoly of the carrying trade between India and all her cus
tomers, whethe:- within the Empire or outside. Indian enterprise, such as it had 
been was either relegated to the small, uneconomic, sailing vessels plying on the 
coa.'lts; or driven out by ruthless competition from any share of the carrying trade 
of the country. 

With the outbreak of World War I, the British Government in India realis 
thanks to the German submarine, the need for some sort of supplement to British 
shipping doing business along the Indian coasts, as well as overseas, which may be 
owned and worked by Indians, in subordinate co-operation and dutiful alliance 
with the British. The heavy casualties in British shipping due to German sub
marine warfare depleted British shipping suffered lossE'IB, t the need for supplies 
being sent to or received from India, and the means to transport them, grew more 
and more acute. British Possessions in India. and farther East were also endan
gered for want of contact and communications. Official attitude, therefore, began 
gradually to change towards Indian efforts for building up a necessary, adequate, and 
-efficient shipping and a corresponding shipbuilding industry, owned, manned and 
-controlled by Indians. 

Indian leaders also realised this from their own nationalist angle. Soon after 
the close of World War I and thanks to the growing realisation of economic exploit
ation which was then dawning upon the Indian public imagination, the first large
scale venture was begun in the shape of The Scindia Steam Navigation Company 
Ltd. This venture was found to take a fair share in the coastal trade of the country, 
and thereafter in the overseas trade. It began with the purchase of a single steamer 
which had served as a hospital ship during the war, and which was intended to be 
reconditioned for passenger service batween Bombay and London. It was soon 
-discovered, however, that the enterprise would in no way commend itself to t~e 
••estecl British inbrJ3ts; that the sympathies of the then Governme~t of India 
were wholly with the British; that the latter had perfected a whole arsenal of com
petition devices, which could drive to despair and out of existence any foolhar~y 
.competitor ; that they would not hesitate to use any or all of these devices to rcta.tn 
their monopoly ; and that in all that they did or refrained from doing, they would 
have the support of the Governm:mt of India and of the British Government as well. 

The newcomers in the field were strangers to the ~enture. They had neither 
knowledge nor experience of running a. modern shipping business. Thev had no 
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~be wholly shattered. The Report of the Sailing Vessels Committee, appointed 
by the Government of India in 1948-49, takes the same view. 

It will accordingly be necessary to maintain this supplement or a.dj unct to 
"the power-driven mercantile fleet, both for normal peace-time and for war-time 
needs. 

Statement showing Tonnage of cargo of all descriptions exported by Sailing Vessels 
:(Country Craft) during the following years thorugh the following ports. 

1944-45 

·s erial Ports Total 
No. No. of Quantity 

Craft in Tons 

Bombay Not available. 1. 

2. Minor Ports in 
Presidrncy 

Bombay 
27,257 5,89,736 

3. 

-4. 

Saaras!ltra Ports 

Ports in Madras 
dency 

Pre• I-

-5 • SinJ, Konkan & Mormu-

6 

7 

8 

gao 

. Corhin. 

• Kanilla (Kutch) 

• BarC'<la :State 

·9 • Tr~~:vanc·,rP. 

TOTAL 

I • 

8,006 1,115,298 

8,649 5,03,788 

7,212 2,19,951 

1,419 32,940 

536 4,078 

3,224 29,530 

• I ~47 25,902 

1 56,780 116,01,223 

1945-46 1946-H 1947-48 

Total Total Total 
No. of Quantity No. of Quantity No. of Quantity 
Craft in Tons Craft in Tons Craft in Ton~ 

-------
25,819 6,74,084 22,970 5,99,648 20,043 5,33,40 

26,267 5,05,595 24,826 5,07,106 22,327 4,23,fl07 

i,805 2,00,088 7,779i 1,34,550 7,999 !,74,69& 

7,547 4,17,266 5,347 I 2,78,270 6,258 3,46,205 

9,711 3,53,337 8,182 2,90,467 6,854 .!,J9,599 

1,110 t8,083 454 14,090 593 8,734 

517 8,250 526 1,618 7H 10,054 

3,154 33,397 3,339 43,113 3,388 43,560 

376 30,802 "'[ "' 
105 5H 

S2,306 22,51,902 73,650 18,69,282 68,341 t7,9a,40o 

Statement showing Tonnage of cargo of all dlscriptions imported by Sailing Vessel& 
(Country Craft) during the following years through the following port.s. 

r.o 1944-45 I 
19J5-46 1\146-47 1)47-43 

"' ... 
-e: 

Ports I Total Total Total Total 
!'fo. of Quantity No. of Quantity No. of Quantity No. of Quantity 
Craft. in Tons. Craft. in Tons. Craft. in Tons. Craft. in Tons 

1. Bombay Not avaiiable 41,982 8,36,381 35,888 7,0.~,436 35,779 6,52,138 

2. Minor ports in Bombay 
2,7;,639 23,604 23,063 2,8~;,973 Pre~i-.lency 24,278 2,71,839 23,674 2,80,332 

3. !:'a•Ira~htra Ports 7,622 2,03,868 I 7,462 i',00,711l 7,903 2,54,096 7,639 2,76,427 

• P<lrt.s in Madras Pre~i-
Z,54.519 deney 6,432 3,67,639 5,981 3,43,389 3,988 2,14,969 4 556 

b. !'\in1, Konkan and :Mor-
5,265 1,9:?,7i7 mugao 4,214 1,46,737 7,386 2,72.279 7,021 2,47,S05 

6. c~chiD. 1,449 77,3~'!9 1,110 5~.231 45! 22,372 ~9:1. 20.19:? 

7. Kan1ls\(Kut<•h) 526 - 9,105 506 6,861 533 9,876 .~12 13.070 

~. Bar0da :;tate 2,37S 24,049 2,207 19,143 2~125 16,546 2,187 17,47~ 

9. TravolncJre ' ' 447 26,359 376 ' 8,3:!9 - 137 4,19G 105 I 3,390 

147,346 
' ---~ 

TOTAL 11,26,925 90.684 20,22,970 ; 81,6 :)3117.58,;628 I 7~199 17.ltl 073 
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Difficulties o.f Indian enterprise in water transport 

Having examined the growth of both large and sm!tll-scale industries from th~ 
.angle of export market during the last few years, let us consider the economics of 
the most suitable form of transport to carry this trade. 

The great economy of water transports, in large vessels, with bulk carria(J'e of 
goods over long dista.nces, has already been explained and emphasised above 
and so need not be rep3atei at this stage. Its contribution to the development 
and expansion of locJ.l ind:~stry, agriculture and other forms of production; its 
f!ervice in the cause of international co-operation, and increased employment require 
no den>Jn3trcltion. Nor neei we repeat wh!tt has already been stated-the immense 
volum'J of w.nlth of this C)u:J.try, aggregating over Rs. 60 crores most of which is 
being every year invisibly dra.ined away because the bulk of her own overseas trade 
h cJ.rried in n)n-Iniian bottoms. This wealth, retained in the country, could 
provide not only employm::mt for large numbers. if a corresponding merchant 
fleet was built up and maintained by the country it~elf, but also aid at the same 
time very effectively indigenous industry which today.is badly needed. . ' 

At the time, however, that the consciousness of this need of the country's 
economy began to dawn upon her leaders, the domination of Britiain in the gover
nance of India was absolute and unquestioned. That domination operated in the 
economic field to support, maintain and advance British interests, which had prac
tically acquired a monopoly of the carrying trade between India and all her cus
tomers, whethe:: within the Empire or outside. Indian enterprise, such as it had 
been was either relegated to the small, uneconomic, sailing vessels plying on the 
CO&.'!ts; or driven out by ruthless competition from any share of the carrying trade 
of the country. 

With the outbreak of World Wa.t I, the British Government in India realis 
thanks to the German submarine, the need for some sort of supplement to British 
shipping doing business along the Indian coasts, as well as overseas, which may be 
owned and worked by Indians, in subordinate co-operation and dutiful alliance 
with the British. The heavy casualties in British shipping due to German sub
marine warfare depleted British shipping suffered losses, ~the need for supplies 
being sent to or received from India, and the means to transport them, gr.ew more 
and more acute. British Possessions in India and farther East were also endan
gered for want of contact and communications. Official attitude, therefore, began 
gradually to change towards Indian efforts for building up a necessary, adequate, and 
-efficient shipping and a corresponding shipbuilding industry, owned, manned and 
-controlled by Indians. 

Indian leaders also realised this from their own nationalist angle. Soon after 
the close of World War I and thanks to the growing realisation of economic exploit
ation which was then dawning upon the Indian pnblic imagination, the first large
scale venture was begun in the shape of The Scindia Steam Navigation Company 
Ltd. This venture was found to take a fair share in the coastal trade of the country, 
and thereafter in the overseas trade. It began with the purchase of a single steamer 
which had served as a hospital ship during the war, and which was intended to be 
reconditioned for passenger service between Bombay and London. It was soon 
-discovered, however, that the enterprise would in no way commend itself to t~e 
vested British interJsts; that the sympathies of the then Governmei?-t of India 
were wholly with the British; that the latter had perfected a whole arsenal of com
petition devices, which could drive to despair and out of existence any foolhardy 
-eompetitor; that they would not hesitate to use any or all of these devices to retain 
their monopoly ; and that in all that they did or refrained from doing, they would 
have the support of the Governm:mt oflndia and of the British Government as well. 

The newcomers in the field were strangers to the venture. They had neither 
knowledge nor experience of running a. modern shipping business. The.v had no 
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custom or connection, which had all to be built up in the face of ruthless, relentless: 
opposition and active hostility from vested interests. They had no vessels of their
own ; and if they meant to run a shipping service, they must build or charter the· 
necessary tonnage. The country lacked a shipbuilding yard, or even a decent 
ship-repair shop. There were no marine engineers, no wireless operators, no trained. 
navigators or experienced cfficers. All these resulted in their finding that the re
conditioning of the ship they had purchased cost them ten times the time they 
had been advised it w0uld take, and twelve or fifteen times the money they were· 
told would be required. Whether this was intentional or accidental, it all showed 
the odd. against which they had to work. Their only assets were : an unshakable· 
faith in the justice of their cause, a growing popular consciousness of the lacuna in 
the national economy, and the knowledge that the country was with them in the· 
resolve to wrest the foreigner's monopoly in the Indian seas. 

Recent experience of Indian steamship concerns 

The promoters soon learnt that a single ship could not suffice to take any share· 
worth the name in the country's carrying trade-goods or passengers. Nor would 
it be economic to operate at all. The Company, therefore, decided to purchase· 
a :Beet of its own from the surplus tonnage available in Eurore and in course of time,. 
take steps to build up a modern, efficient, shipbuilding industry within the country 
itself. The :Beet was accordingly bought, and Indian-owned steamers berthed in 
Rangoon. But the moment it began operations, it discovered innumerable handi
caps, impediments and obstruction, born of the jealousy of British monopolistic, 
vested interests in this country. 

The monopoly had been build up and reinforced, among other devices, by a 
very effective system of the so-called Deferred Rebate. Under this arrangement 
a customer who had taken the service of the existing shipowner plying on the Indian 
coasts-which then included the Burmese coastline right up to the Malayan territory 
-was bound to keep, as a deposit, with the shipowner, a part of the freight money 
which in normal course would be refunded if he continued to give his consignments 
to the same shipowner in the next following season. But this would be forfeited 
if he broke the arrangement and took his custom elsewhere. This was a heavy 
penalty for any large shipper to pay for satisfying his nationalist sentiment. 

The Indian merchants, who shipped their goods by the vessels of the foreign 
concerns, were, however, increasingly animated by a desire to support the national 
enterprise, not only because in the long run they stood to benefit themselves by the 
growth of that enterprise, but they also realised that it provided the one guarantee 
of national security as and when, the ideal of political independence was attained. 
The fight then going on on an increasingly intensive scale in the political field waS" 
reproduced in the economic field on a variety of fronts not the least important of 
which was this shipping front. 

The grave handicap, disability, or weakness in India's national economy, due
to the absence of an adequate mercantile marine of her own was first made manifest 
in World War I. It directly led to the more farsighted and constructive of the
Indian entrepreneurs starting this business on at all a comparable scale. It was 
more than amply demonstrated to be badly needed in the course of World War IL 
The pre~ence and opposi~ion of the non-In?ian vested interests, which bad acquired,.. 
by all kmds of means, fair or foul, a practical monopoly of the carrying trade of this 
country, both al?~g its coasts and. overseas, and whic·h d~d not hesitate to adopt 
every means, legitimate or otherwise, to crush out of existence any rival Indian 
enterprise tbe moment it appeared on the scene, made it impossible for this indi
genous enterpis6 anci industry to succeed and develop at all in proporticn to the 
requirements of the country's local production and exchange of commodities as 
well as coastal and foreii!D t "aD,., 

As _in ~he C'J'if of•]) c•"teJ mod"rn: meth~nio:ed, large-scale industry. modem
type shippmg ''"~s a n~'l, untannhar, _I~fant I-?dustry which had all the handicaps 
of such venture m. India under the Bnbsh regime. Added to this initial handicap,. 
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was the ruthless competition and relentless opposition of the most powerful and 
well_ backed Britis~ shipping intere~ts, ~epresented by the British India and th8' 
Pe~u.!ar an~ ~nental Steam Na~gatwn Companies. The former functioned 
ma~ly m India. s coasta_l trade, while ~he latter in conjunction with other non. 
Ind1an Comparues practically monopolised the overseas business of carrying both· 
goods and passengers. 

The moment, however, a_n In~a:n-owned ~nd Indian-managed enterprise of 
comparable scale and competmg ability made Its debut, the foreign monopolist 
took alarm, and adopted every means to drive the former out of business. To 
giv~ an. exampl~ _of the.~ind ~f competition non-Indian enterprise indulged in against 
the md1ge'!-ous infant commg to compete. The prevailing freight in the Rangoon
Bombay riCe trade was Rs. 18 per ton. The moment, however, the Indian concern 
had berthed its first vessel in Rangoon, the non-Indian concern reduced the freight 
toRs. 12 and went on reducing prognf~ively till in a few months it touched Rs. 6· 
per ton, thus involving the new Indian oncern in unbearable initial losses. 

Such a loss on a wholly new concern could not but drive it to despair. With 
a view to crush out of existence the nascent Indian venture, and with the help of 
all its huge reserves of 50 years' monopoly profits, as weii as large trade connections 
even beyond the shores of India, the profits of which could be diverted to offset the 
Indian business losses for a while, the non-Indian enterprise offered a fierce compe
tition so that a new lease could thereby be given to its monopoly for another genera
tion. The Indian venture had to build up its fleet, its technical experience and 
business connections in all of which the foreign enterprise was rich beyond compare. 
Its only assets were the courage and determination of its promoters annd directors;. 
the patriotic fervour of its customers and compatriots; and the zeal and efficiency 
of its officers and managers. These were great but intangible assets. And yet, 
if the Indian concern could not all at once make good its footing against such heavy 
orlds; if it could not avoid losses ; if it Q.id not secure its legitimate dues, it gaver 
from the start, a good run for its money to its opponent and eventually forced it. 
to ~>hare the business, even it could not wholly capture it. 

When they did not succeed entirely in wiping off the Indian concern, these 
non-Indian shipowners offered to buy the Indian concern wholesale, and so retain 
tlwir own monopoly and avoid still l:eavier losses to themselves. Even that effort. 
did not lead to the extinction of the Indian competition, not because the Govern
ment of the country came to its aid, but because of the vision and patriotism of 
the Indian authors of the enterprise, its Directors and Proprietors. They resolved 
t.o make all sacrifices, bear all losses, face all obstruction, in order to build up an 
inte~:,JTal item in the country's economy, and ensure an indispensable help in the very 
existence of the Nation. 

As the Government of the country did not give any countenance to the indi
genous enterprise, but instead offered ev.ery encou~agement, protection or safe
guard direct or indirect to the foreigners m the Indian seas, the latter were natu
rally ~mboldened and enabled to co.rner and hold a very ~arge slice of the carrying 
trade of this country. They carried almost all the mails and troor~, as well as 
public servants, offieials and dignitaries, whenever the latter had occasiOn to travel 
by sea. 

They could not, of cou~se, av?id the_ comp~tition of other European and Jara
ne~e Shipping concerns domg busmess m Indtan water!'. For each of the lat~er 
was stronf!IV protected, heavily subsidised, and widely bou!l~y-fed, or othenn~e 
aiJcd Ly its O\\ n Governments. ~gainst th~se rivals the Bntl~h Governme11t did 
not or could not offer any protectiOn or ass1stanc~ to the Ir:d1an enterpnse .. ~n 
tlw contrary, aaainst the Indian ent eprise, protectiOn and us,.nstance to ~he Bnt~sh 
ventures was practically without limit,-a veritable spec_tacle -:>f Goliath hmg 
assisted in every form against David, or as Mahatma Gandhi descnbed the st~U):!gle, 

f tl , · t aaainst the dwa.rf. Thev even connived at the doubtful yractices of 
o w gam 0 • • h · I d · t · Def<·rrcd Rebate and similar objectionable deviCes to amsj:rmg n Jan en errnse. 
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The apathy,-not to call it by a harsher though juster name,--of the then Gov. 
ernment of India towards this essential item in the national economy, this basic 
industry of vital importance to the very existence of the country, despite declara. 
tions by the highest authority in the country, and despite repeated efforts at honour. 
able settlement by persuation and negotiation, mad~ it impossible for the hardies1 
Indian enterprise to grow to its legitimate proportions. It could not render thE 
service, and provide the element of safety in times of national emergency, whicb 
is expected of every national shipping service. It could not help in the building UJ 
of th~ country's economic strength through a. well developed and flourishing industry 
or inl)rea<:;e its sen~e of n1.tion'l.l security, which must be the aim of every sound 
nation,J Government. 

Figures are attached below to show th'} proportion of shipping which i& owned, 
man'l~d l:'-~d controlled by Indians at the end of World War I, and at the beginning 
of World War II, as well at the present time, i.e., four years after the end of 'Vorld 
War II. In grim contrast is the shipping position of other countries, both within 
and outside the Briti&h Commonwealth, which shows how even the great calamity 
of a. 'Vorld 'Var can be utilised by a Government, really intent upon stimulating 
native e:J.terpn'>e in all sectors of the national economy. "While the U.S.A., whic-h 
had comparatively small ocean-carrying tonnage at the end of World War I, lOse 

to be the first shipowning and shipbuilding country of the world, Canada. and 
Austr.1.li'!. w:,e ta th( 12th and the 17th place in the shipowning countries of the 
world. Ao;; e,g:>.inst these, India has increased her tonnage by barely 117,000 tons 
above th':l 1939 level, oc(!upying pra.ctically the last· place among the 30 maritime 
n'l.tions of the world. 

Gross tonnage of steamers and motor ships owned in the world as at the end of June 
in the following years based on Lloyds' Register Book (in '000 tons) 

1919 1939 1948 

G.R.T. % G.R.T. % G.R.T. % 

Great Britain and N. Ireland 16,345 34·13 17,891 26·12 18,025 22·45 

India .. .. 150 00·22 315 00·39 

Other Br. Dominions, Colonlies etc. 1,863 3·89 2,961 4·32 3,375 4·20 

U.S.-Sea . 9,773 20·40 8,910 13·01 26,900 33·50 

U .. ~.-Lakes 2,160 4·51 2,452 3·58 2,264 2·82 

Denmark 631 1·32 1,175 1·72 1,123 1 ·40 

France . 1,962 4·10· 2,934 4·28 2,786 3·46 

Germany 3,247 6·78 4,483 6·54 428 0·53 

Greece 291 0·61 1,781 2·59 1,286 1·60 

Holland, 1,574 3·28 2,969 4·33 2,737 3·41 

Italy 1,238 2·59 3,425 5·00 2,100 2·62 

Japan 2,325 4·85 5,630 8·22 1,024 1·28 

Norway 1,597 3·33 4,834 7·06 4,261 5·31 

Spain . 709 1·48 902 1·32 1,147 1·43 

Sweden 917 1 ·91 1,577 2·30 1,973 2·46 

Other Countries 
. 

3,265 6·82 6,435 9·39 10,548 13 ·14 

Total 47,897 100·00 68,509 100·00 so,292 I 100·00 
! --
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Rate War in Coastal Shipping 

As against these rapid developments in the tonnage of the leading maritime 
countrieR of the world tbl' growth of Indian Shipping was being stunted. The 
fortune of the new Indian enterprise was meeting with a serious and continuing 
ob&truction in every direction from the vested interests of British shipowners in 
this country. 'Ve have alluded to a few already, but let us view them here in a 
connected perspective. 

The rate war, which began immediately the Indian-owned ships mP.de their 
appea.rance in the coastal trade of India, threatened the ve1y existenCE. of the new 
Comp<trl.Y even before it was able to build up a fraction of the fleet, p,nd connection 
ncccs,;ary to do even a portion of tho c:!rrying trade of the country along it& coasts. 
Table on pp. 260-261 showing the Scindie, Steam Navigation Company's working from 
1920-48 is el~ucnt of the vicissitrdes it has had to weather. Having no reserves
e~ept uncalled capital-to meet thr1 lo3ses of the R!!<te War which lasted 4 years, 
it hllA.l nec{'>Asarily to lay hands on its cP.pital for even working expenses; and a part 
of tho C<tpital had to be written off. Th') Birtish rival~ of the Indian concern had 
immPnHo reserves, built up by r. 75-ycr.r monopoly, and the backing not only of the 
Indi<tn but also of the British Gon·rnments to make good its stand e,gainst ....the 
new competitor that entered the field. They, therefore, stood out longer and worked 
hard, inflicting repeated losses on their Indian rival so that it could be got out of 
the fit>ld altogether. The latter, however, showed unexpected tenacity and an 
unyielding capacity to resist. Year after year losses were reported and borne 
without murmur even though capital began to disappear in paying such losses. 
The shareholders of the Company decided to refuse the tempting offer to be bought 
out made by the owner of the principal rival enterprise. 

Tlwreupon realisation of the short-sightedness of a rate war in the face of a 
n:ttioil,<tl demand and the throat of 'gtowing unpopularity of unfair competition 
whi<'h would eventually lose them the entire business, made the British interests 
to come to terms. A ten,-year Agreement was made in 1924 with the Indian venture, 
-which had by this time acquired an, aggregate tonnage of some 75,000 tons
a,llowin.~ the latter a small slice of the coastal trade. ·It enabled the latter to keep 
its hmlo{l above water, to have breathing space, and to look around for ways and 
mo<"loll'i of further expansion, and development to its legitimate proportiqns. 



Summary of Balance Sheets of Indian Shipping Companies ('Rupees in '000) 

Donusto ExR. in· 
Authoris· Subs· Other Profits Share Bonus to c mling Wages Agents 

Year ed cribed Earnings Deprecia· Taxation Reserves or loss(-) Dividend holders StaJf wages, sa· aud commis-
Capital Capital . tion larlcs, salaries sion / 

agents, 
commis-
sion, etc. 

Sclndia S. N. Co. (Years end-
ing SOthJun~). 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. RS. Rs. Rs. Rs. Rs. Rs. 

1920. 4,50,00 4,49,18 11,64 1,88 Nil .. 5,57 .. .. .. 6,07 1,23t 62 

1921. 4,50,00 4,49,18 15,34 4,50 90 .. 9,95 4,68 .. .. 5,39 4,15t 1,11 

1922. 4,50,00 4,49,18 16,67 4,00 2,77 .. 11,23 6,24 .. .. 5,44 95 1,44 

1923. 4,50,00 _4,49,18 6,09 .. 90 .. -5,39 .. .. .. 11,25 1,05 .. 

1924. 4,50,00 4,49,18 15,56 .. 9 1,oo• 11,40 5,46 .. 10 4,16 1,06 1,28 

1925. 1,50,00 89,84 13,21 2,50 1,00 1,oo• 10,47 6,23 .. 20 2,74 1,00 1,05 

1926. 1,50,00 89,84 14,47 3,50 1,30 .. 11,22 5,83 .. 25 3,24 90 1,25 

1927. 1,50,00 89,84 15,14 4,30 I 1,30 1,50t 12,07 5,83 .. 30 3,07 7,68 1,34 

1928. 1,50,00 89,84 9,52 3,25 20 25 6,68 2,92 .. 20 2,8-l 9,23 : 74 
!' 

1929. 1,50,00 89,84 5,39 4,00 .. 50• -2,42 .. .. .. 7,81 10,28 1 

1930. 1,50,00 89,84 1,83 4,00 .. .. -5,74 .. .. .. 7,57 9,81 .. 
1931. 1,50,00 89,84 8,71 4,00 .. .. 2,17 1,46 .. 7 6,54 8,16 60 

1932. 1,50,00 89,84 10,68 4,00 .. .. 2,96 1,46 .. 7 7,72 8,12 77 

.. .. 8,71 8,03 .. 
l938. 1,50,00 89,84 8,15 4,00 .. .. -5,66 .. .. 
1984. 1,50,00 89,84 12,55 6,00 .. .. 8,73 .. .. .. 8,82 9,00 1,08 

11136. 1,50,00 89,84 19,59 1!,00 .. 25t 10,04 2,19 .. 25 9,54 11,21 1,78 

1936. 1,50,00 89,84 18,46 6,60 .. 1,50t 8,07 5,84 .. 25 10,40 10,94 1,63 

1937. 1,60,00 1,49,84 1,20,25 10,00 5,25 2,50t 15,45 7,13 .. so 1,04,80 13,53 2,83 



1 oas. 

1 1139. 

940. 

941. 

942. . 
948. . 
944. . . 
946. 

946. . . 
947. . . 
948. . 
ndfa Steamship LCo., Ltd. 
·(Years l'ndlng 31st Mllrch) 

1 

1 

1 

1 

1 

1 

1 

1 

1 

I 

947. 

948. 

1 

1 

B harat Line Ltd. (Years end· 
lng Slat December) 

1946 

1ll47 

1948 . 

J 

1,oO,oo 1,49,84 1,81,011 10,00 !,00 3,00t 
1,uo• 

1,50,00 1,49,84 1,44.10 10,40 2,25 1,00£ 
8,60 

2,25,00 2,24,84 1,78,09 12,35 11,00 .. 
2,25,00 2,24,84 2,35,78 19,00 ... oo 501 

2,25,00 2,24,84 2,36,06 13,26 47,00 .. 
2,25,00 2,24,84 2,62,09 16,60 I 8,00 25§ 

2,25,00 2,24,84 2,16,44 15,60 I 16,60 26§ 

2,25,00 2,24,84 8,05,42 
'· 

16,02 I 41,75 1,00 

4,50,00 4,49,84 4,59,18 li 16,16 1,31,00 33,11t 

4,50,00 4,49,84 4,03,94 I 24,77 I 49,75 4,45 

6,75,00 6,74,84 4,99,60 29,16 31,00 -.. 
\ 

3,00,00 2,50,00 25,89 8,09 - 2,17 .. 
8,00,00 2,50,00 1,46,51 19,87 8,17 8,00 

8,00,00 1,00,00 12,46 .. .. .. 
3,00,00 1,00,00 56,16 9,98 .. .. 
3,00,00 1,00,00 1,10,78 22,42 .. .. 

•Bad Debts Reserve. 

This includes miscellaneous establishment expenditure also. 

;:!\Iarine Insurance Fund. 

IBtaff Amelioration Fund. 

tFleet Replacement Account, 

16,49 11,8, .. •o ti.l4,60 14,63 I 2,95 

40 J 1,27,21 16,40 8,03 

• 16,89 9,84 .. 
60 • 1,62,66 19,H 8,87 

26,44 12,34 3,08 

20,611 14,84 3,71 60 ~ 2,15,20 27,64 6,67 

18,67 14,84 8,71 '10 2,16,&7 81,03 6,65 

19,57 14,84 3,71 1,10 2,42,62 68,57 6,12 

20,06 14,84 8,71 1,10 1,96.38 62,96 6,78 

21,88 14,84 8,71 2,25 2,83,69 78,68 6,96 

64,07 14,84 3,'11 ) 2,25 4,05,06 70,35 12,91 

41,80 29,83 7,46 .. 3,6214 70,99\ 11,04 

16,89 14,92 .. .. 4,82 71 1,00,44 "" 
7,88 1,25 .. .. 17 51 8,57 1,61 

9,81 1,26 .. .. 1,86,20 19,01 I 5,79 

79 .. .. 11,59 2,96 19 

8,61 8,00 .. 18 62,115 7,74 98 

3,48 8,00 40 1,07,110 l 17,79 2,56 
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HISTORICAL REVIEW 

At this stage, let us cast a brief glance at the history of this industry, its vicis
situdes,. and present position. Up to the foundation of the British domination in 

- India, it is an undoubted fact of history that India had·her own ships built in her 
own yards, of her o\\n timber, worked by her own sons, and carrying her wares to
lands beyond the seas and bring their products to our shon~. E.-en during the 
early stages of British Imperialism, India had her shipyards, her shipwrights and 
her sailors of all degrees. It was only after the introduction of steam as motive 
power, and steel a,s bony materiPl, that India beg:>n to fall behind in the race, lost 
her ancient craft, and starved her race of seafaring adventure. 

Even then, India had an extensive trade in, many articles in yarn, with China~ 
for iD,Stance. When the late Mr. J. N. Tata. found that the rates of freight on yarn, 
from India to Chin:>, were ra.ised in support of tht British yarn producer so high as 
would make it impossible for Indians to retain, the Chinese market for Indian yarn,. 
he chartered a few boats f01 carrying yarn to China at reasonable rates. The P. & 0. 
Company, which had a practical monopoly of that tre.de, would not tolerate an 
Indian Company {'arrying cargo in India's overseas trade, and so they started a 
rate war against the Tates by reducing the rates from Rs. 16 toRe. 1. The Indian . 
concern could not withstand such a relentless competition and had to go out of 
existence. "'lien the Indian competitor disappeared, the rate was again raised 
from Re. 1 toRs. 17. This enabled the P. & 0. to make up for any loss it may 
have sustained during the rate war started by it. 

British shipping thus continued to raise its edifice built on the ruins of Indian 
shipping. Even in the coastal trade itself, low rates were adopted by the British 
India Steam Navigation Co.-a subsidiary of the P. & 0. S. N. Co., Ltd.,-to crush 
many Indian Shipping Companies from time to timf'. High monopolistic rates 
usually followed the disappearance of nasct:'nt concerns which tried to establish 
regular sailings between Indian ports. The story of the pas~enger trade from Bombay 
ports to East African coasts, or the Bengal Burma Company in its conflict with the 
British Indian Steam Navigation Company, are further and cruel illustrations of 
the same practice. 

One of the many Indian companies, that went in,to liquidation was the Bengal 
Steam Navigation Company, which, in 1905, ran its ships between Chittagong and 
Rangoon. . As soon as this Company came into existence, the B. I. S. N. Co. reduced 
the faref? for deck passengers from Rs. 12 toRs. 6 and the freight from Rs. 14 toRs. 4 
per maun,d. Sweets and handkerchiefs were also freely distributed to those who 
patronised the B.I.S.N. The result was that this new Company struggled f01 five 
years; and in 1910 it went in,to liquidation and disappeared from the scene. ~ 
soon as that concern was driven to the wall, tha British India Company, raised their 
fares toRs. 14, against Rs. 12 in force before the ruinous rate-war, to compensate 
themselves for the loss incurred during the struggle. 

Although the story on the Wes.t Coast of India was less tragic, that coast too. 
has not been free from rate wars. In the early thirties, for example, the British 
India S. N. Co., Ltd. indulged in cut-tlrroat competition against four small Indian 
Companies, the Eastern, Navigation Co., the Malabar Steamship Company, the 
Merchant Steam Navigation Co. and the National Steamship C.ompany. As an 
illustration, the following Is highly instructive. At one time the freight from Bombay 
to Tuticorin was reduced by the B. I. from 12 ann,as to 3 ann,as per bag, just t? 
make it impossible for its ~mailer rivals to exist. Some of the concuns on this 
side, too, have had to be taken over bodily by the largest single Indian concern, the 

ndia. Steam Navigation Co., Ltd., to keep them alive. It was misrepresented as 
enture in monopolisation of the Indian-owned steam craft plying on the coasts. 

But the concerns took over included the British managfd Bombay Steam Navi 
gation Co., Ltd.. originally started by an Indian who was forc£d to sell out to a 
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British :Managing Agency firm, from which the Scindia Company purchased it to. 
make its position a little stronger against the colossus of the coast, the British fudia.. 
St:>am N~vigation .~·· Ltd. Foz: ~he Scindia ~ompany it w~s a question of keeping 
ahve Indian oppositiOn to the Bnt1sh monopohst-an essay m practical nationalism 
to make ~ts own competition more effective against the alien monopolist, and not
to make Its own venture a monopoly. The success of this policy i8 exemplified in.. 
the 16 Indian Companies operating on the coast of India today. . 

1\Iention has already been made of the doubtful propriety of the system 
of Deferred Rebates, practised as a device to prevent competition by Indian enter-
prise against the British monopolist. Originally, the system was evolved to meet 
the shippers' need for assured regular sailings from certain ports to others. To 
meet this demand without loss to himself, the shipowner naturally asked for some
guarantre that, if he ran a shipping service regularly from and to given ports, he 
would fin.d sufficient cargo for every voyage. The underlying principle of that 
system is: that the shipper should have a strong incentive to have his goods carried 
l1y the ships of the line or lines who had undertaken to provide such regular service. 
If the freight if!, say Rs. 16 a ton a particular class of go~ds, the shipowner undertook 
to r<"fund, say, 10% of the freight, provided the shipper could satisfy him that 
he had not during a particular period shipped goods by any other line. If he war,.. 
fuunci to have done so, he forfeited his rebate·. 

As the system worked in practice, it was almost impossible for a shipper to
bre:~k awB.y, once he had committed himself to a praticular line or group of lines 
without serious loss to himself. For example, if he has 8hipped, say, 10,000 tons 
of rice at Rs. 18 per ton, in the quarter JB.nuary-1\[arch by a given line of steamers, 
he would become entitled to a rebate of 10% of the freight he had paid, i.e., Rs. 
18,000. This rebate would not be actually payable until the beginning of the July-· 
Sq>bnlwr quarter. He would forfeit it if during the April-June quarter he had. 
sl1i w(·J goods by any other line. As t:J.k bulk of the tonnage plying on the Indian 
coast was owned by the British India Steam Navigation Co., Ltd., that Company was 
always in a position to use the Deferred Rebate System to ensure that the shipper 
did not, as far as possible, ship his cargo by any of the newly formed Indian. 
Companies, and thereby promote the latter's growth. 

Notwithstanding this aspect, the device had its good points. Whatever the 
effect of the Deferred Rebate on competing Indian Shipping in the early stages 
of that industry, Indian Shipping Companies, once they had entered the Coastal 
Conference, were equally protected by this guarantee of traffic and their own conse
quent ability to maintain regular service. Once the sting of unfair competition 
by foreign shipping monopolists, protected by the secret sysmpathies of the then 
Government of India, had been removed, the competing Indian concerns did not find 
tho system of Deferred Rebate to be bad in principle. There is, therefore, no longer 
the same outcry against it and the demand for its abolition by law as there was in 
the twenties. The new licensing system, established by legislation, serves all the
purposes. The competing Indian enterprise had asked for it in the days of its own 
beginnings; and so the entire problem has changed its complexion. 

Evolution o.f Got:ernment Policy re :Indian Natiorwl Shipping since 1918 

~or a just appreciation of the lack of support, assistance or encouragement Indi~n 
natwnal shipping enterprise received at the hands of the Government of ln~a, 
a glance at the history of the Central Government's policy in respect of Indian 
shipping would be as interestino- as it is instructive. There was a universal demand 
for an adequate, efficient, eco~omic, national mercantile marine, ever since the
consciousness began in the Indian public mind of the drain of wealth from the
country from this invisible source, and the manifold handicaps, the la~k of an ade
quate mercantile marine inflicted upon our national economy and security. 
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Soon after W ~rid W ru; I, '!hich had demonstr.ated beyond the possibility of 
-doubt, th~ country s need m this behalf, the first SIZeable attempt to meet it was 
the appomtment by Government of 'the Indian Mercantile Marine Committee in 
February 1923. It was their response to a Resolution moved by Sir P. S. Sivaswamy 
Aiyar in the Indian Legislative Assembly, and adopted by that body on the· 12th 
.January 1923. We have already considered the terms of reference to the Com
,mittee and seen a summary of its recommendations and so need not repeat them 
here. 

The only recommendation of the Committee Government accepted and imple
mented was the establishment of the Training Ship "Dufferin" in 1927 to train 
Executive Officers. Since 1st January 1935, another part of that recom~endatioo 
lhas taken effect in the shape of marine engineers being trained there. 

No other recommendation was accepted, and Indian public opinion was gravely 
;perturbed. 

Attempts made by new Indian- shipping companies, founded since 1920, to run 
:ships on the coast and elsewhere had met with disaster, due to;the severe and relent
less competition from the established monopolistic British lines. This disappoint
:ment, coupled with the findings and recommendations of the Mercantile M&rine 
·Committee intensified public demand for the development of a true and sufficient 
national shipping. 

A number of non-official resolutions and bills were brought before the Central 
Legislature to foster and develop Indian shipping. They were aimed at remedying 
-specific handicaps which were believed to impede or obstruct the growth of Indian 
:Shipping. One sought to secure reservation of the coastal trade, while another 
tried to do away with the Deferred Rebate system. 

16th March 1922: 

The Hon'ble Mr. Lallubhai Samaldas moved the following resolution on Ship· 
building Industry in the Council of State on the 16th March, 1922. The resolution 
was adopted. 

"This Council recommends to the Governor-General-in-Council to appoint 
a Committee of Officials and Non-officials to consider the best means of helping 
the shipbuilding industry in this country and to make recommendations regard. 
ing the same." 

19th March 1926 : 

The following is the text of a resolution moved by Sir. P. S. Sivaswamy Aiyar 
lin the Legislative Assembly on the 19th March 1926: 

"This ~ssembly recommends to the Governor-General-in-Council that 
he will be pleased : 

(a) to recognise the need for the training of Indians for nautical careers and 
encouraging the creation of an Indian Mercantile Marine ; 

(b) to accept the policy and measures recommended by the Indian Mercantile 
Marine Committee ; 

(c) to take early steps for the traini?~ of Indi~~ in a suit?'ble training_ s?ip 
in Indian waters, for the proVISIOn of facilities for thea further trammg 
as apprentices in mercantile marine ships, and for their employment 
after completion of training ; 

(d) to arrange for the establishment of primary nautical scho?l in. selected 
maritime stations and the introduction of Marine Engmeermg as a 
subject of instruction in the Engineering College at Sidpur ; 

(e) to announce his intention to adopt in the .n~ future a system of licensing 
in respect of the coastal trade of India. 
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The Hon'ble Sir Char]es Innes, Commerce :Me~ber, moved an amendment 
which ran as follows :-

"That the debate on all subjects covered by the resolution except the 
proposed training ship be adjourned till the next session and that as regards the 
training ship, the Assembly recommends to the Governor-General-in-Council that 
the scheme for establishment in Indian waters of a training ship for deck 
officers should be accepted in principle." 

Sir P. S. Sivaswamy Aiyar's resolution was adopted as amended by Sir Char1es 
Innes. 

flth Fehruary 1928 : 

Mr. S. N. Haji introduced in the Legislative Assembly a- Bill to reserve the 
· coastal traffic of India to Indian vessels. Similar bills for the reservation of the 
· coastal trade were brought before the Centra] Legislature from time to time but 
we need mention on1y Mr. Haji's Bill as most of the controversies in respect of the 
reservation of the coastal trade centered round thiS Bill. The Bill was first circu
lated for opinion but then referred to a Sub-Committee. On its emergence from 
the Sub-Committee, Mr. Haji's Bill was recirculated for opinion, but, by the time 
the opinions were received, Mr. Haji had resigned for political reasons and the Bill 
lapsed later on owing to the dissolution of the Assembly. 

7th March 1935:-

The following resolution was moved in the Council of State by the Hon'ble 
Ra.i Bahadur Lala Jagdish Prasad: _ 

"This Council recommends to the Governor-General-in-Council to take 
suitable steps to build up an• Jndian Mercantile Marine at an early date with a 
view to an adequate participation of Indian shipping in the coastal and over
seas trades of India." 

The motion was adopted without division. 

23rd March 1930: 
The Hon'ble Mr. P. N. Sapru moved the following resolution in the Council 

·Of State:-
"This Council recommends to the Governor-General-in-Council to take 

more active steps for the expansion and protection of the Indian Mercantile 
Marine." 
The mo~ion wa~ a.iopted without div:.Sio:t. 
Of all these attempts by the non-official members of the Centra] Legislature 

to secure adequate encouragement or protection for Indian shipping, ::\Ir. S. N. 
Haji's Bill for the reservation of Indian coastal trade to Indian-owned, Indian
manned, and Indian-controlled shipping enterprise was the most important. But. 
like others it failed, notwithstanding its reference to a Select Co:nmittee.. The 
only tangible result was the Conference held in Januray 1930 under the presidency 

· o~ the then Viceroy of India, Lord Irwin. Addressing the annual meeting of the 
Associated Chambers of Commerce (British business organisation), in December 
1928, Lord Irwin had declared: 

"But I think that I am correct in saying that the main i~pu1se ?e~d 
the Bill I have referred to is not a mere desire to secure for Indian capitalists 
the profits which now are made by British Companies. Rather it is an ~mbi
tion that India should have its own mercantile marine and that the ships of 
that mercantile marine should be officered as well as manned by Indians .. · · ·" 
Such words however of the hiCThest Governmen~ spokesmen, were not follouud 

: by action, whe~ever Incllan inter~sts conflicted with British monopoly. Th e 
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1930 Confer~nce was held to enable a full and frank discussion between the represen
tatives of all the interests concerned in order to contribute towards a fair and a!!l'ee<f 
solution for the problem, and secure adequate participation of Indian shipping: 
in the coastal and overseas trade of India. One of the crucial items on the Agenda. 
of the Conference was : 

"Can it be provided for under an Agreement by which the Indian tonnage 
would increase gradually from year to year, while simultaneously the non
Indian tonnage was reduced 1" 

During the course of the discussion, it was stated that Indian-owned tonnage 
might be increased by the purchase of British ships in the trade. While Indian· 
representatives were willing to consider this method of purchase on its own merits, 
the British counterpart insisted that such a purchase could not only be of the ships
but of the goodwill as well, of the trade. Replacement of British tonnage by Indian
owned tonnage for developing Indian Shipping was not acceptable to them. The 
fundamental object of the Conference could not thus be achieved; and so it broke· 
up· without achieving any agreement. 

The Government of India then explained their position in the Communique 
reproduced below :-

"The Government of India will take into consideration at an early data. 
the issue raised in the discussions which took place at the Conference on the· 
development of the Indian mercantile marine. As soon as it has been possible. 
fully to consider these issues, the responsibility will rest with the Government 
of India of deciding what action should now be taken and whether any useful" 
purpose would be served by inviting the interests concerned to meet again." 

The main obstacle to the development of an adequate Indian-owned Mercan-
tile Marine thus remained in the dominant, almost monopolistic, position of the 
British India Steam Navigation Company on the coast of India, and on all the 
shipping routes of the Indian ocean. Notwithstanding their declaration, Govern
ment proved utterly indifferent and perhaps unable, and this indifference or incom
petence persisted all through the remainder of the British regime in India to foster 
the growth of Indian shipping from such relentless and powerful opposition. 

The competing Indian enterprise had, as noticed already, sought a temporary 
solution by a ten years' agreement with the B. I. Company which pern1itted them 
to take a small share in the coastal trade of India. When that agreement came 
to be revised in 1933, with the good offices of the then Commerce Member, Sir 
Joseph Bhore, despite the assurance that it was their responsibility to secure an 
adequate participation for Indian shipping in India's overseas trades, Government 
proved utterly helpless when the B. I. insisted as the price of a new agreement, the 
practical exclusion of the Scindia Company, the only large-scale enterprise in that 
:field, from the carriage of India's overseas trade. The new agreement was for· 
:five years and expired in 1939. 

Tripartite Agreement, 1934 

(If "The cargo carried by the vessels of the three companies in the coasting 
trade of India, Burma and Ceylon is to be regulated and apportioned 
between them according to certain specified percentages. 

(2) The Scindia Company have been permitted to carry passengers on the 
Ra.ngoon-Coromandal coast and tho Rangoon-Chittagong runs. 

(3) The total gross tonnage of the Scindia Company (owned or chartered) 
has been raised to 100,000 gr. tons. 

(4) The rates of freight for the carriage of cargo and the sacles of passenger 
fares are to be jointly fixed in writing by the parties after mutual 
consultation and consent, and none of the parties is to quote or charge. 
·rates less than the rates thus fixed. 
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(5) In the event of any dispute or difference the matter is to be decided by 
arbitration." · 

In a subsidiary letter addressed by the Scindia Company to the British India. 
-Company at the time of the conclusion of the agreement, they have had to agree 
~·to respect the P. & 0. Company's and the B. I. Company's foreign (overseas) trade, 
and not to compete with them in those services." 

Sir Thomas Stewart, who was Commerce Secretary in 1935, declared Govern
ment's policy in the Council of State on the 7th March 1935. He said : 

"The policy to be pursued has been the subject of much thought by the 
Government of India and after ·much thought they have come to the: conclu
sion- they came to the conclusion some years ago,-that the best hope for 
the sound, economic, strong establishment of an Indian Mercantile Marine 
lay in the development of co-operation and a spirit of mutual accommodation 
between the various interests operating on the coasts." 
Although the policy of co-operation had failed in 1930, and although the uni

--versal demand in the country to explore other methods of developing Indian shipping 
()Ontinued, Government did nothing to help develop Indian shipping. 

This Tripartite Agreement was to be revised in-1939. Indian shipping interests 
tried their best to do so, both in England and in India. In spite, however, of repeated 
requests by Indian interest all these years to help them with Government's good 
<>ffices to have revised that Agreement, Government did nothing in that direction. 
A Conference of British and Indian shipowners was called by the good offices of 
the two Governments in 1947. But it proved abortive; and India has yet to fight 
her way in the list of ship owning nations of the world. 

During the inter-war period, there was also the problem of protecting the 
interests of small Indian Companies operating in the coasts. As a result of the 
intervention of the then Commerce Member, Sir Joseph Bhore, an Agreement was 
reached by which 85 per cent. of the coastal trade in certain areas (West Coast 
'Trade) was reserved for the same period for the small shipping companies opera
ting there. 

Pattern of our Foreign Trade 
We have so far examined the trials and vicissitudes of the Shipping Industry 

.and as we draw to the close of the war and the post-war period it would not be out 
<>f place to have a brief resume of the pattern of our foreign trade. 

During the war years 1939-45, it was impossible to procure the capital or consu
mer goods which India did not produce herself, and for which her usual source of 
supply used to be Britain, the Dominions, the U.S.A., Germany, and Japan. Ger
many and Japan were, of course, out oftherunning altogether, during the war. 
In Britain the local industry had to be diverted almost entirely to war purposes, 
so that hardly any plant was available for civilian or consumer's goo.ds. And ~he 
same might be said about the British Dominions like Canada, or alhed countries, 
like France. 

In the U.S.A. upto 1941, civili:c1n production contiD:,ued; but the war. ~e~and 
-of Europe for those goods r.s well e.s munitions wa,s so mteme,_ the possibility of 
U.S.A. joining in the war was so imminent and "'' rapidly growlllg every day, that 
-even befortl t.h'3 U.S. A. entered the war offici~.lly, the Lease-Lend system had been 
-evolved mainly to supply th') w,·.r needs of British and h')r Alli~s .. When America. 
joined th') \Va1 on h<:>r own r.ccourt, the entire productive orgB.msf,ti<?n. ~as turned 
towards supplying her own e,nd the Allies' \Var neeo~; SO that the CIVIlian demand 
in countries like Illuia, either fot con'lumer or c.-.pit.~ .. good'>, had to be almost utterly 
(knied. 

This we.s the chief explanation of the series of r,jgulB,tion'> which came to control 
both Imports into and E-xports from Indi~ during these ye~rs. The co~trol gr?w 
io bCOpe and volume as the war intensified, till the large!' portiOn of the entrre fore1gn 
trade was covered by it. 
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The growing sc:>.rcity of S!J.ipping :>.Is-:> W?.S responsible, for controls certainlv 
after the unrestricted submarine w:>.rf:>.re which Germany beg?.n, :>.o,d which Japan 
followed up when she too entered the \Var. Prices also rose very steeply but as 
lndi:>.n indm,try P.nd production of all kind~ begr.n to get ever higher prices. That 
would not by itself hinder exports from IndiP. or Imports'in.to this coun.ry by itself. 
But coming along with other fp,ctord, it affected the industrial position in India. 
fc>ivoura.bly, even if tempor.:.rily. ' 

The chief consumer of lndi?.n exports, like cotton-both r:..w P.na m:>.nuf.?.ctured,_ 
-were, before the ·war, Jr.pan P.nd thr:l countrie.:~ th:>.t he.d fe.llen Ulld.er hn domi· 
nation. As they were cut off by the \V:>.r, :>.nd as trr.de with free China wr.s m:>.terially 
impeded, the principe.l exports of Indi::?. n!)tUI:>.lly suffered r. (113cline. Other uticles .. 
like Jute, ca.me und'clr the influenco:J of Le:>.se-Lend. The factors which affected 
imports also showed themselves in conn0ction with the exports. That part of the 
trad..o also, therefore, k.d to he contwlled. 

Mter the ena of the \V:>.r, new difficulties have cr0pped up in this country, as 
well as outside, to influenoo intermtion·>.l tr,-.de. The proc£ ss of ret abilitaticn and 
reconstruction, wnicn th3 princip•l b)lligewnt c:>untrie.:~, including Brit::>..in r.nd 
the United States, hP.d to t?..ke up, is not yd compbted, except perh"·P::I in the United 

.States. But the :>.fterm2.th of w.:>.r r.nd the prevailing ten:;;ion in internP.tional 
telations inclines Americr.n energy t::> prep~.re for the next Wt'.r or to rehP.bilitate 
and strengthen the Allies (e.g., by the 1\brshr.ll Aid Plan for Europe::m Recovery) 
which she m:>.y expect to hP.veif P.nd wh:m that \Var comes nther thr.n to emph-".size 
normal production r.nd tr:>.de. 

The prevailing sc?.rcity of Dollr.r ExchP.nge oper2.tes in the same direction 
making trz.de with the so-c.31led "hr.rd" currency r.re?.s more than ever difficult, 
particul.?.ry in reg:>.rd to Imports. 

British economy h?.;, been so affected by th·J war, all BritaiD's foreign invest
ments having largely disappeared or used up, ~-.nd het shipping subst:>.ntir.Ily des
troyed, that it takes her r 11 her ener~y and determinP.tion to revive her local industry 
and recondition. trade in the r..ltered situ:.>.tion. She has now very little of thos~ 
"invisible export:," which come to her P.s interest on lo?.fl.S to foreign countries, 
profits of c?.pit:;.I investment a_bro?.d, shipping freights, B:1n_king Commiss~ons a:r:d 
insurance prem1a, not to mentwn the p?.yment for the services of her n3.twnah m 
foreiO"n countries, which formed such :.>. substantial portwn of the "Home Cnarges" 
from

0

lndie· befor-e 19!7. Notwithstanding all efforts at increasing productio11, 
Brit1-m is now a heavily deficit c01mtry m so fu as the balance of international 
account is concerned. She h?.s ?. very brge adverse br.l?.nce e>ery y~ar against hE-r. 
For a time this wa:. got over by the Anglo-Americ:>.n Lo:>.n of nearly £1000 million. 
But thP.t lo2.n was exhausted much sooner than was anticipe.ted, 1:1.nd the problem 
of making her export:. pay for her imports became more acute than ever. 

These countries, consequently, which are linked with r.nd dependent upon 
stcrlin(J" have reflected difficul'"ies, even if their own economy m2.y be intrinsically 
sound 

0

enougn to return rapidly to normalcy p,fter the war. In this country, as 
rem:.>.rked already, the situatim~ h!\s radic;.~lly changed since the partition owing t() 
unexpected problems, like foo~ shortJ.ge, shortC'.ge of rr.w mr.terials, and the_ growing 
dem2.nd for consumer l:'.nd cap1tt>.l goods. Imports on all tht>se r.ccounts r.re mtensely 
needed. The exportable surplu:;,, on the other hand, h<'.s suffered her.vily on account 
of the p2.rtition., which has t<>..k'-'n P.wc>.y con.sidemble ?.re<os pr.:1uucing food and raw 
matt>riak Tho staple Indie.n exports, jute <>nd cotton, supply of food->tuffs like 
whc.\t or other rc'.W mc-.tt,rhls, Ins thus sufferell. Tea r.:-nu·.in., the OP.ly principal 
export y.:-t un'',ffect<.·d. The m•'.P.•.&·.ctun·d goods, whil'h P.re incre<',:,;in~ m volume 
are, however, still imn.ffiril'P.t to meet lo-c:-.1 <1. ·m··.·~!l. Their figuring, tlwrefm~, 
on the export side is limited. 

Moreover, the devt>Judim>. of tLe pvml'! r.--., resultt·d in <' further d('teriomtion 
of the for?ign t~<•.dro of IIHli'"·. tlms l··.r!!·ely r,•(l.ueiP.g the imporbml"e of shipping as 
an et•.nwr of foreign exelu-..nge. 
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PART III 

STATE AID AND PROTECTION TO NATIONAL SHIPI'ING IN OTHER C'CU'N'IRJ:ES 

The First World War, witr its tale of sinking of ships and the pligh.:; of some of the
neutral COUiltries who depended for their supplieb on foreign shipping, brought home· 
to the Government of all important countries the supreme importance of an e.dtquate 
national mercantile marine. ·we have out-lined elsewhere the principal meMures. 
taken by some of the leading maritime nations to develop their own merchant shipping. 
in the inter-war period. 

It i& true that during 1914-18 sinking of ships we.& on a very large scale ; but the 
war-expanded ship-building indu&ky was capable of production f&-r exceeding normal 
peace-time requirement:.. The story of snippb~g of the period th?.t followed between 
the signing of the Tree.ty of Versaille~:. in 1919 and the German invasion of Poland in 
193!J, wa.<~, therefore, one of an enormous incre':l.se in world tonnage. The excessive 
tonnage was mainly due to the war l'..nd its consequences r..nd n2.tiona.list shipping 
policies. · 

The Second \Vorld \Var has once a.gnin proved that the command of the sea is. 
the most supreme is:;ue of the \Ve.r. From 1941 onwards, a. cry of agony went forth 
from Britain and the United Nations and the Allies. They wanted ships, more ships 
and still more ships to win the war. The colossal production of ovet 35 million tons 
by the American Shipyards during 1940-45 will go down in history e.s one of the most 
magnificpnt feats of Amf'rican enterprise, organisation and efficiency in shipbuilding. 
The r,l;,ult w~>.s tha.t American tonnage on the cessr.tion of hostilities, in August 1945, 
con..;tituted 51 per cpnt. of tho tot?.l world tonn:}.ge, a.s compared with her she.re of" 
13 ·6 per cent. before the outbret'..k of Wf.r in 1939. According to the weekly shipping 
journal "F,tirple.y" <hted the 5th J ul),-1945, the American merchant fleet in aH 1945 
comprised more th~.n 2,600 Liberty Ship:., some 460 •Victory' ships, 156 C-l's, 
288-C-2's, 133-C-3's and 84-C-4's, clobe to 650 tankers 300 CoasteJ ves;,els, 55 large 
combination ?.n.f spePir.l types ce.pP.ble of entering or being converted to 
commprcial use. · 

Such mercantile m:uinf', how~ver, cannot flourish and serve the purpose it is 
meant to, unless there Is sufficient carrying business assured to it. In the days when 
locHl sentiment Wl'.s at its height for developing a country's untried resources by every 
mPans at the disposal of that country, in the face of incessant and ruthless. 
competition or of opposition from vested foreign interests, adequate 
national shipping also becomes a potent engine of such aid to national industry. By 
appropri.1te freight rates and other devicm, e, nation's own shipping can help to 
protect, safeguard and stimulate local industry, which, m the absence of such direct 
or indirect aid, mB.y not be able to make headway against ruthless competition from 
more developed, bett£>r orga.nized, and long established foreign enterprise of the same 
kind. 

1'hc r<:cognition of all th<3se fucets or functions of an adequate and sufficient 
national mercr.ntile marine, own,ed, manned and controlled by the nationals of the 
country concernPd h:>.s been accepted from time immemorial, wl~crever national 
ecorwmy has lwl'n. properly organized and directed to pre-determm,ed ends. 

Ir~creasing :>.ttention has been p~>.id in r·ecent times by many_ a statesman to.the 
development of thi:;, the mainstay of the country's trade and mdus~ry,_ the nght 
arm of it,; rvttio1~ ~1 d .. fenPP, a.nd most potent im;trumc>nt of imp!ementing In a great 
nw;tsnrt• It'l PCo]l•)miP policy, particularly in. relll.tion to internatiOnal trade. 

U.S. A. 

. Wo lu·.\'e ph·n.t,v of recent end modem examples of this policy. \V~thout going_to· 
ncl,Htt Rom·.• or mcdicn·JitbyorSpainforprecedents, we can findemment.authortty 
far all the points made above in the policies and m~asuro& of modern natwns, even 
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-those who insist 01~ he Freedom of Movement as a. cardinal item in the fundamental 
rights of civilised and trading humanity. The United States, for example which 
speaks increasingly in the world's council of the Right to Freedom of trade and move
ment and endeavours to secure such freedom by mean'3 of multilateral treaties and 
."international organizations, like that on Trade under the Havana. Charter, has for
mally declared, in its Merchant l\Iarine Act of 1936, that : 

"It is necessary for the n>~.tiona.l defence and development of its foreicrn a.Jld 
domestic commerce that thl United State& sha.ll have a merchant ~arine; 

(a) sufficient to carry its domestic water-borne commerce, and a substantial 
portion of the water-borne export and import foreign comm'lrce of the 
United States, and to provide shipping service on all routes essential 
for maintaining the flow of such domestic and foreign water-borne 
commerce at all times; 

(b) capable of serving as a naval and milita,ry auxiliary in time of war or 
na.tionPJ emergency ; 

(c) owned and operated under the United State& fia.g by citizen'> of the 
United States in so far as may be practicable ; and 

(d) compoaed of the best equipped, safeat. and most suib..ble types of ve::;,;d;;, 
constructed in the United States, and man,ned with a trained and 
efficient citizen. person.n.el. It is hereby declared to be the policy of 
the United States to foster the development and encourctge the m,tin
tenance of such a. merchant marine." 

Let us cast a brief gl?once at the histor~of this industry in the U.S.A. Befor9 
the first World War, the United States :Mercantile Marine WJ.S confined to svvice 011 the 
inland lakes and rivers. It fell even short of the minimum requirement;; for sen·ing 
as naval auxiliary in the event of w?.r, nm only to keep open. the trade route&, en~ure 
supplies and convoy c<.>.rriers of indispensable munitions, food or other requirement:'! 
to maintain the civil life ill the country. America, however, was not so d'lpen.dent on 
foregin commerce to maintain the nation:;~.! economy in. times of war as Britain wn.s ; 

.and so her neglect of this item in her national economy continued until this h£'avy 
handicap was discovered in the World War of 1914-18. 

The first remedial action then taken was the Shipping Act of 1916, which £'stabli
shed a United States Shipping Board for the purpose of creating and developing a 
naval auxiliary an.d reserve, and a merchant marine, a.s well as regulating sea transport. 
The United States shipping Board had an Emergency Fleet Corporation with a. cflplt<u 
·of $50 million, incorporated for the purchase, construction, equipm£'nt, chart£'r, etc., 
·<>f merchant vessels in the commerce of the United States. The Board was origina.lly 
intended as a regulatory and advisory body ; but when the United States entered into 
.the war the Board took up the operation, and later the liquidation, of a fleet of 
merchant ships acquired for war purposes. The Jones Act m:1intained the rnited 
·states Shipping Board and transferred to it all Government-owned ves:;els. 

In 1926 the Shipping Board reported to the United States Senate their convic
tion that, without additional legislation. for direct or indirect Feder<tl aid, a privately 
owned mercantile marine could not be established. A n~w Merchant )larine Act, 
Known as the Jo:1,~s-White Act of 1928 opened the way for further aid to Aru£'rica.n 
Shipping operators. ltl March 1930 provision was made to increase the existing 1mtin 
subsidy of $65!l thous?.nd paid to the United States Line3 b S:3 ·6 million. Some 
thirty-four mail contracts opened or concluded in 1928 amounting to $17 ·4 millions 
brought the total yearly payments to private operator:, to $21 million. 

Th3 entire shipping policy was overhauled by the Roosevdt Admini:;ti·,ttion, an~ 
·every endeavour was made in the l\I£'rch»,nt l\Iarine Act of 1936 to r~ttionalise the ma.il 
subsidy system. The b?Jsic poli•Jy of that Act has already been quotell above. The 
Act dissolved the Shipping Board ::\Iercha.tlt Fleet Corporation, and cr£'ith·d the 
United States Maritime Ccmmiasion to stuJ.y, perfect and adopt :1 long-range program· 
me of replacements and additions to the American mercantile marine, so a::; to create 
a,n Mequa.te and well balanced merchant fleet. 
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TIJ.is ComiU.ibsion was also empowered to regulate the future of the American 
shipping industry. It was authorised to gr<',l<t subst::.ntial differential construction 
subsidy for the building of new vessels in America, and differential orerating sub
sidy for enabling the American cituen to run t.heir ships in the foreign commerce of 
the United States. This me&ns that even if a ship is built lll the United States to the 
order of a foreign Sh.ip-owner, the differential subsidy will be payable to make good 
to the American buildc. the difference in cost of construction ia Amertca, and ir any 
other country where the ship would othen\ise have been bu.ilt. The basic idea of such 
a provi~;ion is to enable the shipbuilding indusfry to continue despite the much hicrher 
cost of construction in the States; and at the same time enable it to compet:' on 
equal terms with the foreign bu.ilders. 

The same applies to th~ Subsidy in respect of operating costs, which helps the 
shipping industry M such to continue in a competitive world, despite the IJ.igher U.S. 
costs of operation. This is not sheer waste in an over-rich land. It is the result of & 

deliberate, calculated long-range policy of keeping vitRJ.industriub alive in the States, 
without impairing American standards, so that in the days of need it may safeguard 
the country's very existence. · 

The differential subsidy for operatbn from 1st July,l937 to 31st October, 1938 cost 
the U.S. over 12 million dollars. In 1937 the Commission submitted a report, knoWB. 
as the "Economic Survey of the American Merchant Marine". According to.the re
port of the Commission the expenditure of public funds to maintain a foreign-going 
fleet could be justified only on two grounds : 

(1) the importance of shipping as a factor in foreign commerce; and 
(2) the relationship between merchant vessels and national defence. 

The survey disclosed that there were between 12 and 13 million deadweight tons 
of oceeJl-going shipping in the Ameri~n merchant marine at that time. When 
the United States entereu the War, the fl Jet's capacity wao about 11 rrillion tons. 
The l\Ia.ritime C3mmission he.d., however, maugurz.ted, in 1937, along range program
me to build 500 ve.>sels in t!le ensuing decade. Thia programme was first doubled 
durin3 the war and was subsequently incre?.sed to building ~ coloss11.l tonn?.ge of ships 
in the States. According to the report of the Maritime Commission for the period 
ended June 30, 194:5, 5,177 ve.>sels of a deadweight tonnage of over 52 million tons 
were constructed during tte wa.r. This unprecedented output of new ships at the 
cost of the State is the most pow<lrful weapon, which the United States has got to 
enable its shipping to attain a domina!lt place in the carriag-e of the world trade in the 
future. 

An important American publication has laid down that:-
"International Shipping i~> rooted in the necessity for large-scale exchange 

of basic commoditie~ between the peoples of the e:~.rth; passenger travd 
may be curtailed without serious national consequences ; interference 
with the movement of overseas mails may now be m1tigated by cable 
and ra.dio communication, and air transport ; stoppage of the trans
border movement of finished products would react unfavourably on both 
the exporting and the importing country ; but stoppage of the world 
fl lw of basic commodities would have a. paralysing effect on the progr~ss 
of nations. 'Vithout cargo carriers on the world trade routesp the Asia
tic would not burn American kerosene in his lamp J nor distant markets 
consume American wheat; the European could not ro cheaply cultivate 
irltensively on unproductive soil ; the American c~uld not so cheapl! 
produce a large volume of high grade steel ; the Briton would lack hia 
supply of fresh New Zealand mutton and Arg~~tine beaf. It is the 
c:>..rrier of the basic commodities in large quantities, and at low rates 
which r~nders pos; ib1e the conce>ntratio.n of ma~rial.s, machines and 
men at stra.tegic puin.ts, wlwr~ this combma.hon may mo 
efficiently produce r,n industrh>J product. 

18 M. of Com. 
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Bounty for construction of Ships 

·{a) America paid Construction Differential sub sidies from 
1916 to 1947 . • . . . . . $ 307,653,335 
The difference between the cost of constructing a ves-
;sel in America. and the cost of building a similar 
\Fessel abroad was made good by the Government of 
America to the American ship-building Yards . 

(b) They have at present under consideration a bill provid
ing for grant of construction subsidies to all United 
States vessels intended for any foreign trade including 
the tramp trade. At present this benefit is available 
only to ships plying on specified trade routes. 

(c) According to a press report published in Lloyd's List 
dated 23-8-48, the American Government have 
agreed to bear 45% of the cost of construction of two 
liners proposed to be built by the American Export 
Lines, each of which is estimated to cost about 24 
million dollars 

Loans to Shipbuilders 

1916-46: Loans given from 1916 to 1946 (30th June) to the American Ship-Build-
ing industry totalled . 

$ 483,650,736. 

It is interesting to note the conditions insisted upon by the most advanced, still 
progressive, and highly industrialised nation in the world, which has no competitor 
to fear, no rival to reckon with. It solemnly declares by law its fundamental policy in 
this regard to be the building of an efficient and sufficient mercantile marine, which 
must be constructed in the country, and owned as well as worked by its citizens only. 
Its aim is to carry all its local water-borne trade, whether on its great inland lakes and 
mighty rivers, or along the indented coasts of that immense country. At the same 
time it wants to take a goodly share in the foreign commerce, both imports and 
exports. For all these purposes, the American shipping must be adequate in ton
nage and variety to show the American flag on all the ocean highways of the worlC. 
at all times. It must, at the same time, be sufficient to serve the purpose of a. 
naval auxiliary in war, or during a national emergency. The merchant fleet of th'= 
richest country in the world must be the best equipped for a. most efficient service, 
the safest in all weathers and conditions ; the most varied in type and size, so as to 
meet the requirements of every class of business or service it has to do. 

The United States had a considerable mercantile marine in the days before thf 
invention of steam as motive power, and substitution of iron for wood as building 
materials. The famous Clippers which made such astoundingly quick voyages ir 
those days for carrying valuable cargo, like tea, from China to Europe and America 
were owned and manned as much by American as by the British seamen. But with th1 
advent of steam as the driving force, and the increasing use of steel in ship-building 
America gradually fell out of the overseas carriage of goods and passengers and lef1 
that business more and more to the United Kingdom. There was enough oppor· 
tunity for exploiting the immense natural resources of that vast country for all th£ 
available talent, capital and enterprise of America. This particular field was, there 
fore, neglected in the latter part of the last century, which accordingly fell mo.n 
and more to British enterprise to monopolise. 

America produced these ships at a time of vital need ; and the United Nativn 
could never be too grateful for this vast aid to the war effort. But aft{)r the war &n1 

its exhausting demands had ended, the surviving tonnage became too much forth 
available trade all over the world. Vast tracts had been devastated ; and still mor 



2~ 

con.siderable areas exhausted by the War. They had little or nothing to trade in ~til 
American aid in one form or another came to rehabilitate them, to restore their in. 
dustry, revivify their agriculture and restore their tratle. · 

The p_roblem of the disposal of the surplus war-built American tonnage was, there. 
fore, a senous one, not only for U.S.A. but for all the maritime nations of the world. 
For it would be a poor recompen.se to America's wonderful contribution to the means 
of victory, if the oceans of the world were swamped with tonnage which cannot earn 
remunerative rates, and which would depress the world shipping industry for years to 

. come. Wisely, therefore, did the American Government decide to sell a part of1fuis 
tonnage to needy_ allies and to lay up the rest. 

British Shipping and its Development 

Britain came to dominate, between 1860 and 1914, all the oceans of the world 
"howing her flag in all ports in all the maritime countries of the world, and crowded 
all the trade routes. England had become the universal ocean-carrier ship-builder and 
ship-owner long before the United States of America had come into existence, and 
could claim any share in that business. Spain in the sixteenth, Holland in the seven. 
tc,enth and France in the eighteenth centuries were Britain's pr~ncipal rivals, who, 
<vlopted the same methods; weapon.s and devices to dominate the world's trade routes. 
One by one they were all beaten by Britain, though not wholly driven out of the ocean 
high-ways. Germany, Italy and Japan were more recent rivals, who also used the 
same tactics. They, too have had to yield before the ancient mistress of the seas. 
The United States have ·now entered the ring, thanks mainly to the lessons rammed 
down by the two world wars of this century, and the new dangers of the deep modern 
mercantile marine has to cope with in times of war. America owns·more than half the 
total world tonnage today ; and Britain who was the leading ship-oWiler of the world 
e\·cn upto 1939, has fallen a far distant second. But the old Sea Lion still shows 
Yigour and vitality enough to make up all her immense war losses in less than 4 years 
as the table on page 15 shows. And it is·hot beyond the range of possibility that she 
may soon regain her centuries old place in the carrying trade of the world. 

This premier position of Britain has not been built up without the aid of a very 
rigorous code of Navigation Laws, which even in the heyday of Free Trade economy, 
were not condemned even by the father of that school-Adam Smith-nor were they 
regarded as out of place and in any way a hindrance to the trade. Under these laws, 
passed since the days of Cromwell all trade to and from British Colonies and Depen· 
1lencies, in the East as well as the West, was to be carried in British bottom, and none 
1•ut British nationals was allowed to run any British ship, in part or as a whole:. This 
last provision survives even to this day in the Merchant Shipping Act of Britain ~d 
animates the spirit of British shipping enterprise as well as her national policy relating 
thereto, notwithstanding all professions of Freedom of Trade and the claims of the 
younger members of the Commonwealth to share in this most profitable business ,of 
the ocean carrier. One example would suffice to show how profitable that business 
was. Before the World Depression of 1930-35, Britain used to derive something like 
£125 million per annum her "invisible exports" on account of her shipping servi(J8 
which paid for more than half the excess imports in those days. 

Once, however, England had obtained the virtual mastery of shipping business, 
it was easy for English politicians and economists to regard such aids and stimulus 
as her own Navigation Laws had provided in the past, to be unnecessary for her a~d 
ohjectionable if imitated by others. They urged their new wisdom of freedom m 
trade upon others, some of which being helpless had no alternative but to accept and 
fuUow the lead of Free Trade England. In effect, however, it tended more and more 
to rivet the bonds of British Shipping upon the other trading countries of the world 
into the British hands. The bounties and subsidies she had given openly or 
secretly to her ship-builders and ship-owners. The rigidly close monopoly of 
her own coastal trade and the effective monopoly of the carrying trade .to and 
from her colonies and more helpless Asian or American coun~ries had done thell' work, 
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But if new-comers in the field tried the same policy, Britain labelled them as unfaii 
discrimination, or 1,1neconomic hindrance to trade. Her imperialist domination wa 
so widespread, her political infiuen;)e so vast, her naval might so formidable 
that the more backward countries had to profess argeement with the fnshionaLI' 
British philosophy, and conform to the Free Trade regime, even where it meant :o 
heavy, invisible, but not less real, tribute to Britain. 

According to a report made by a Board of Trade Committee in 1918, befor• 
World War I, half of the world's trade was carried in British ocean-going ships. Thii 
included nine-tenths of the trade between member countries of the British Common 
wealth as well as the Colonies and Dependencies of Britain, to and fro; over three-fifth 
of the trade between the Empire and foreign countries ; and nearly one-third of th•' 
trade between foreign ports to and fro. This unequal and inequitable distribution o · 
the carrying trade in the world was incompatible with the growing realisation h 
other maritime countries of their own dues in this field. They perceived not onl~ 
the immense tribute paid by them every year to the foreign ship-owners for a servicQ 
which they could not well do to themselves ; but they understood also the grav· 
danger to their national security and continued independence, which the lack of a1 
adequate, efficient and economic mercantile marine of their own involved. The rolt 
of the merchant navy in times of war was fast beginning to be fully recognised ever 
under the changed conditions of increasing specialisation in construction and equip 
ment, in function and operation, between merchant ships and fighting fleets. Eve~ 
country, therefore, which had a sea-board of its own and overseas trade, or desired 1A 
maintain its own independence, became more and more anxious, between 1914 anr 
1939 to build up its own merchant navy, not only" to serve its own trade and industr; 
but also to provide an effective means of national defepce, and guarantee of nationa · 
independen~. 

This new consciousness of their duties and responsibility led many countries 
which had considerable coast line of their own, and which provided a respectable por 
tion of the world trade, to adopt various measures for building up their 0"\\"11 merchan 
marine. On this development of what was styled "economic nationalism", Britair 
took alarm, though ther was no justification for her or other shipovming countries tt 
take exception to such policy. For the monopoly by one or two maritime people, 
of the entire shipping business of the world cannot, and will not, promote real inter 
national co-operation, which the United Nations Organization and the lnternation,t 
Trade Organization, built up by the former, desire to increase. The building ur 
moreo ;er, of local industry to its full maximum potential in all backward or under 
develop :xi countries, which had become aware of their own economic possibilities aroc 
had any overseas commerce of their own, cannot but be impeded, if not prevente\ 
altogether, if they were not to have the fullest freedom to adopt all appropriate triec 
and tested measures and methods to develop their transport service for carriage o 
goods and passengers along their coasts, their rivers and lakes and overseas. 

Notwithstanding Britain's universal domination in Shipping before 1914, buil 
up by centuries of active protection and encouragement to set up a gigantic merchan 
fleet of her own, she has never relaxed her vigilance in providing every form of I ro 
tection and safeguard every shape of aid and encouragement that her shipping in teres· 
require. The two World Wars, which decimated European manhood, underminec 
European economy, and affected the entire trade of the world in this country, founc 
Britain suffering substantially from heavy shipping losses due to submarine warfari 
This, in turn, reacted on the volume of her trade and her position in the internationa 
balance of payments. It only led to an intensive policy in essence and energeti, 
programme which has come down to her from Cromwellian da.ys. The Navigatio1 
Laws of the XVII century may have been abolished ; the Colonial System of tht 
XVIII century all but destroyed over the greater part of the earth. But the spiri 

, that moved Cromwell or Colvert is not dead. Even to day no non-Britisher can own I 
part or whole of a British ship ; nor claim a share of the subsidies or loans th;v 

· British shipbuilders enjoy. 
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. :. ~ big,~~ .tl~e .~.~gpi~i9n ~Yl.'l t2 !Jl.e ill;lW.J.1~n1~ ,o(:l\. oJit)r.C,~!'-.lJ.t-:m .. alj~~ t~9!} its 
s1o ~~qstry ~ pefLCe as ~~0 ;as~ ~:.ar, t~a.t ,ev~. 11nder. tl;i~ a'r.!lss _:Q{ ~P!l1'a~~. ~~~~ 
e BntiSh Goverrunent constdered ; "The Merchant Navy is a vital national ·mterest' 
d will remairrso m peace timeai ltJis in war'!: On·adoth.erroe~:asion B.ritislliMitrlstera 
cl&red 

"OOr- :\ferch~nt Navy must be at Je·ast as large as before the'Wa.r;:~md eo muclt 
larger as British ·erittlrpris~ and_ efficiency· can maktfit·; in a. world &Prill 
which we. nope artiftcial obstacleEi t'dtradEnvill haV'e:beeti removtd~·=1'~\' 

"This -~illitry .. 'must--=...r·ask the Conilnittee 'to ·observe the word "must--
continue to serve the world with B. large and efficient merchantJna.ririe, 

·The word "must" is fundamental". 

With this outlook and these ideals, with such objectives and traditions, with her 
own tenacity and inflexible determination, Britain has been able to make up, with• 
four years of the end of World War II, the bulk of the losses she had suffered between 
39 and 1945 from unrestricted submarinism of the Hitler'Q.ays. 

While at the height of her prosperity, Britain used to levy an invisible tribute 
on the world at large, for the shipping service she provided in the carriage of gocds 
d passengers across the seas all over the world, of something like £100 million to 
5U million per annum. This, though steadily declining since World War I, never. 
·lt>ss still forms an important credit item in her international balance of accc.uuts 
•n today. It was this vital necessity which compelled British shirowners to decline 
m to consider, in the Shipowners' Conference the two Governments had helped to 
I togtlther in 1946, India's target of having her own mercantile marine, in five or 
en years, ofsome 2 million tons; and the ways and means of her acquiring the same. 
e of the immediate causes of Britain's weakening economy during the Great Depr£ S· 
n of the early thirties of this century was the sharp shrinkage in her freight receipts 
m overseas carrying trade, mainly bacause of other countries having in the mean
ile built up their own fleets. That factor has persisted ever since, and grcwn in 
ent years. . 

Britain, however, still maintains her resolve to regain as good a slice of this 
liness as she can manage, as the following summary of measures adopted by her 
the present century indicate. 
It has often been claimed on behalf of the British interests that they do nc:. t ask 

State help for developing their national shipping. In actual fact, however, the 
'igation Laws and the imposition of discriminat-ory tariff on shipping, owned else 
llre than in Britain, provided British shipping with the most effective and prolonged 
tection that an~ industry can desire in the early period of its growth. 

Even after that shipping had grown to gigantic scale, best riding like a Colossus 
entire world shipping, Britain never relaxed the basic principle of her mercantile 

rine ownership law; nor relaxed the almost complete reservation of her own coast
e carrying trade in the slightest degree. 

Her prowerful shipping interests, at the height of their power, evolved and ap. 
·d ways and means for maintaining effectively their all but monopolistic hold on 
carrying trade of the colonial, dependent and backward countries. The unrestric· 
and exclusi,-e patronage extended to them by the Government of India, for 
mple at the behest of l\"hitehall, in the carriage of all Indian trade, stores, troops 
mails for over a century enabled British shipping to expand its activities to build 

l ,-aHt net-work of custom and connection, and pile up immense financial resources 
rh would be and were used ruthlessly to destroy any threat of competition. For 
<tlll't', British shipowners demanded in 1918, the reservation of the entire Inter
•erh I trnrlt> to Bdtish ships only; they even claimed, during recent years, tha~ the 
;aining power of India in r{'gard to any trade agreement s_he may co~clude ~nt~ a 
i::n country should be utilised not for the promotiOn, of Imhan sh1ppmg 
f,lr ro11~olidating the position of British shipping which had been undermined by 
\Var. 
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#Ut'fiet~ il~sf.&i\ti&i' ~tal $88i8urle4twatt gWea by th~Sf:AM td .. BrlM 11hi • 

,ptpg.~t'e ~0411.~~·~i~~ ti() World Wars 6f~})la -eenttirf, it ~-~Jeto!. 
thid.er t1W Tt&d• I'~ A~ lip tO the eild:'oflt2st~ a eum ohbom £29 millicirut 

·had been granted for shipbuilding in Britain, whether for British or for foreipr uaeJ 
Stmle<O!tho p,a.nn~ :were 9J;14oooant o~NGrw~g.iaxa, I talin,.:Brazilia.n and Rumanian 
ahipi being .c~ted mG~t -~f w~~.were pot.e~~tiJl c·~tiiors in the 
world. tJ'-.de; .. Ia ~" • .f~\leJ' £J 1, milliqnsl?re guaranwoo lJ.l)der Northern 
Jrel~d Le~~tioJl.. A mer~e,.between t~ Clward a.pd the.White Star Companies 
:W~ proVide~ foriil. .an agreement of l933'between the t.wo COmpanies and the Trea
sury. With a view to ensuring the completion ofth~ "QUeen Maryt' by the new com
bine, the Treasury undertook to make advanceli"not exceeding £3 millions secured 
by is8nes ~f debentnre stock. l't also underteok to promote legislation that· would 
intef' alia, enable the Government to advance to the J.Ierger Company the cost (not; 
exceeding£ 5 milliOns) of a new ship or ship~J, and to secure to the company in res
pect of all ships concerned advantages identical with those under the Cunard In
surance Agreement of 1930. 

The Agreement of 1933 was implemented by an Act of 1934, which empowered/ 
the Treasury to advance to the Cunard-White Star Merger sums upto £9 • 5 millioru 
for purposes of constructing one or more large capital ships for the North Atlantic 
shipping trade, and of providing working capital for the merger company. ' 

These ships were to serve as auxiliary cruisers in times of war and in World War' 
II they effectually did so. The aid to the Royal Navy was both substantial and in.l 
valuable. 

In order to help British Tramp Shipping , the British Govern,ment decided tha~ 
a 'subsidy, not exceeding £2 millions, should be granted under the British Shippind 
(Assistance) Act ofl935 for that year, but was extended up to 1936 and again to 193l 
when it !apsed. · 

In 1939, a Bill, restoring the subsidy for five years from 1st January 1940, at,; 
rate not exceE)ding £ 2. 75 millions per annum, was introduced. It was, howe>ev 
not proceeded with owing to the outbreak of war. Indirect Government assi;:: 
tance to shipping was provided for in the British Shipping (Assistance) Bill of Hl;):l 
e:g. facilities for the building of general trading vessels by means ofloans not e~",' 
eeding £10 millions, and by grants not exceeding £500,000 a year for five Yf~' ·. 
Financial help exceeding £320,000 was actually given for the building of ships : 1 

1939-40; and it was only the outbreak of the war that stopped the free flow of th 
direct cash aid. Liner Services were to be helped to meet subsidi~ed foreign compt>t · 
tion by grants, loans, guarantees, etc., upto a maximum of £10 millions. 

Besides this financial assistance, the President of the Board of Trade annom~c·. 
that 

"The Government will continue to take all possible steps to promote the i 
terests of British Shipping in connection with trade negotiations a1 . 
other discussions with foreign Governments". 

In a Memorandum issued on the 6th August 1940 in London, it was announc, 
by the British Government that 

"The progress oflegislation was interrupted by the outbreak of the war. 1 
necessity, however, of maintaining the British Mercantile Marine 
adequate strength , and in a position of full competitive efficienc} 
recognised, no less strongly by the Government today. They w 
therefore , keep this question constantly in mind as one which -will 
necessary to ask Parliament to deal with in due course ". 

The measures outlined above are summarised below in concrete terms :-
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GREAT BRITAINj 

.&oftow "An.:....nouxn :roa .. COBsnvcnn:w~·OY'BlilPF: .. 

Great Britain g.ra.nted up t6.JuJyl940~ onder-the Brf-., 
tish SliippingAssista.nce Bill (l939)-subsidiea.fartmil~ · 
ing ~hips !'<> th~ ex~t of' • • • • , g: 

. . ' 
(a) Apart from mail subventions which helped the shipowner& 

in reducing their capital cost, Great Britain paid by way 
of shipping subsidy_ i.e., out and out financial 
assistance in 1940/41' • • 

(b) Subsidy to Cunard Steamship Co. (1924·28).. • , •. 
(c) Subsidies granted to Tramp Shipping. under British Ship

ping Assistance Act, 1935 and British Shipping Con~ 
tinuance of Subsidy Act, 1936 • •. • 

(d) Financial assistance as subsidy was provided for Tramp 
Shipping under the British Shipping Assistance Bill 
(1939) to the tune of 

(e) Assistance for Liner Shipping to protect the shipping 
against subsidised foreign shipping was also provided 
under the British Assistance Bill, 1939, for 

{f) Pending restoration of more normal competitive conditions 
Government assistance \s being given to certain of the 
Coasting Lines since :March 1946, in the national in
terest, to maintain in operation essential coastal ser
vices, to the extent o£ • 

(Lloyd's List dated 29-6-1948) · 
(g) Assistance given to David Mao Brayne Ltd., between June 

1947'to end of 1948 "for maintaining. steamship ser
vices between the Western Highlands and Islands " 
to the extent of . 

(Lloyd's List dated 29-6-1948) 

SECTION "C"-LoANS TO SHIPOWNERS AND SHIPBUILDERS : 

I. Loans to Shipowners : 

(a) 1903: 

The Admiralty made annual su.bventions. to, the 
Cunard Company to off-set the high cost of operation of · 
the two ships "LUSITANIA" and "MAURETANIA" 
amounting to 

(b) 1921/26; 

Guaranteed by British Treasury under the Trade Fa• 
cilities Acts, 1921-26 (these loans were granted both to 
Shipbuilders a>l well as Shipowners) 

£320,000 

£320,000 
£333,698 

£4,002,183 

£13,750,000 

£10,000,000 

£41,500 
per month 

£14,500 
per·month. 

£150,000 

£23,432,480 



(c) 1922/28 : 

Loans ~an teed by the Govt .. of North I~.e.land und~r. 
the Loan Guarantees Act 1922/28 ·(Loans guaranteed 
both to shipbuilders as well as shipowners~ • . . _ • . 
"Tl!e guaran~ simply put the credit of the State be
hin<i these schemes which the Advisory ~ommittee ap-· 
proVed". # • • • .. • • • - ... ~ • • • • ~ : • ~ 

"A great proportion of the Guarantees given by the 
Government for shipbuilding was in respect of the 
'•replacement of hi6h class liner t mna~e" 

(d) 1934 

The Treasury was authorised to advance from time to 
time on such terms as they think fit to the Cunard 
Steamship Co., Ltd., such sums not exceeding 
£9,500,000 (Help under the North Atlantic Shipping Act 
1934). The sums actually advanced under this loan 
arrangement amounted to • 

(e) 1939 

The Board of Trade was further authorised to pur
chase ships registered in U.K. and create a Merchant 
Ship Reserve and spend with the consent of the Trea
sury upto 

II. LoaM to shipbuilders : 

(a) 1903 

Two major loan arrangements were made by Great 
Britain before the first World War. They were given 
for the construction of "LUSITANIA,. and "~1AURE
TANIA". These steamers would be faster than any 
of the ships plying at that time. The amount of the 
loan was repayable in 20 years 

(b) 1936: 

Loanssa.nctionedashelp under Scrap e.nd Building 
Scheme under Part 11-British Shipping Assistance 
Act (1935) • • • • 

(c) 1939: 

The Board of Trade was authorised to grant Shipbuild-
ing Loan upto • • • 

£11,433,900 

£7,950,000 

£2,000,000 

£2,600,000 

£1,000,000 

£10,000,000 

SECTION "D" -SPECIAL FACILITIES AND OTHER FORMS OF AESISTANCE. 

(a) Banning of certain ships from entering British waters : 

(I) As a result of the Report of the select Committee of the House of Com
mons with Sir Robert Peel as Chairman, on "Issues relating to the 
East India Ship-building", Parliament laid do '\'In in Act 55, George 
III, Chapter CXVI, Section 6, that Indian sailors even though they 
were the subject of his Majesty of England shall not be deemed to be 
"British Mariners" and any ship even though British, which had not 
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on board three-fourt~ ~fits~b'lew of British mariners, or seven British 
marineiJ per 100 registereq tons, would .be liable to forfeiture, and 
thai 'n3 ship was io ·enter the Pott·~-tbridon whose master was not a. 
British mariner. 
'i'his is ho.w .a~iUsli 8hipb¢Iding~dustry was protected and lndial\, 

, ah~ps were_ banned· ~y. ~a:riJ.a~e~t frc;>m enteF~g Britis~ _ w~ters.. ,, ;\ 
(21 Act, 34, George II,. Chapter 68,-of Great -Britain.,repeated the .warning; 

' - · contained in 12 Carolina -that only- British built -ships should importt 
· · goods from South and East of the Cape of Good Hope. 

(b) Dimmifltatory Duty Law•: 

Great Britain, through . its political influence in India, compelled Fort 
William in Bengal in 1811, Fort St. George in Madras, in 1812 and 
Fort St. David in Bombay in 1813-.to promulgate separate rates of 
import duties on goods carried by British and non-British bottoms. 
The rate of import duty to be charged on goods carried by non-British 
bottoms was fixed at 15 per cent whereas in the case of British bot
toms it was fixed @7! per cent. 

This is how the British Shipbuilding lndustrywasencouragedat the 
costof Indian Shipbuilding Industry. These discriminating rates 
continued right up to 1875. 

(c) Help under the Cunard lnsutance Agreement Act (1930) 

Out of the amount of £4,800,000 for which the "Queen Mary" was 
insured, the risk accepted by the Board of Trade was 

• for the year ending May ·12, 1938 £1,630,000 
for the year ending May 12, 1939 £1,584,000 
for the year ending May 12, 1940 • £1,899,150 

without the help of the Board of Trade, the vessel could not have been 
insured. Although, the Cunard insurance Fund totalled nearly 
£100,000 in 1939 and although that constituted very little security in 
itself for a possible total loss of nealy £2,000,000 it is to be remembered 
that the "whole resources of the Nation are behind the Fund itself". 

These measures had become necessary, because rivals had grown in recent years out 
~f Allies in the last War. A great mercantile marine of her own, greater than those 
of all others combined, has been built up by the United States, now being nearly 
three times the total strength of the British Merchant Navy. But even so, the United 
States has been unable to prevent the growth of other mercantile marines, in keen 
competition with her own. Not only the United Kingdom but all the members of 
the British Commonwealth have developed considerable ambitions in this direction. 
Canada and Australia are sparing no pains to build up their own overseas shipping and 
shipbuilding industry ; and India must not fall out of the race. The following sum
mary of the policy and measures adopted by some of them is sufficient to show this 
tendency in modern world economy. 

This model and precedent of Britain did not remain tin copied by others. Other 
countries of the world, like France, Germany, Itlay or Japan, had also entered the 
field from the beginning of this century. France was, of course, an old maritime. 
nation since the days of Sully and Colbert. But others had managed to acquire a 
growing proportion of the world's carrying trade. Germany and Japan are now 
practically out of the ring after their defeat in the World War II. But instead other 
countries, taking advantage of the changed position,, are developing their own 
merchant fleet, with their own enterprise even as Britain or America have done. 
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The hi$tory of France's efforts to bnild up ,a powerfUl inercaJ1tite marine of her 
own is a.lm6st as old AS thai of Bi'itam; Shlly~· the·great ~of Henry IV waa 
the fu"st a.cti~e hefpet' ofFt'ench' shippirtg,..,hich ia thosedaytreouldiePve indifrerently 
f(}tl ~~~;&81~ ~for wa•J,for'JU&ey U!Well: aa fol'·-poi.Ming th• ~. Colben 
follo:w~ m hie ~PI' and ld~ of Cromwell 8lldl mad& the French marine no 
less formidable 1JlaR th& Duteb .or ~the BritiBh.· Without going deep into history, 
however, we may summarise the effect of recent measures adopted by that country to 
maintain and develop her own mercantile marine in ~-yean_, · 

{a) Fral'):ce paid from 1881 to 1920 • .Fra.nes- 245,111,856 
= $46,854,541 

The construction bounties varied from 60 francs to 
172 ·50 francs per gross ton 

(b) France paid between 1907 and 1930 navigation boun-
ties • Francs 584,575,494 

= $108,436,700 
"The purpose of both construction and navigation boun-
ties was to place French ship-builders and ship-owners 
on a parity with those of other nations ". · 

"They (the construction bounties) were paid directly to 
the builders in connection with the construction of vessels 
for any account, foreign or domestic". 
"The extra price paid by the purchaser of French-built 
vessels was to be absorbed by the navigation bounties-.· 
The French ship-owner was to pay more than world-mar• 
ket prices for French-built vessels and the Government 
was to compensate him for the differential, based upon 
the operation of the vessel". 

LOANS TO SHIPBUILDERS 

(a) "Facilities to enable French Shipowners to build new vessels 
· were made available under a law of 1928 by which the 

Credit Foncier was understood to advance annually for 
five years" . . Frs.200,000,000 
"The Government guaranteed the loan and reimbursed 
the Credit Fonci('r for the loss of interest, but the Gov-
ernment's obligations on account of interest charges 
were limited to Francs six million each year. Re-
payment was to be made with in 20 years ". 
"Under Legislation passed in·1929 and 1931, the ma
ximum amount available for loans was increased to 250 
million francs annually, and the minimum r&te of 
interest was reduced to 3 per cent in the case of mail 
vessels and 2 per cent in the case of other vessels". 

(b) "In 1933 the law o£1928 was extended for four years with 
the proviso that the total ofloans was not to exceed 125 
million francs in any one year. The total annual Gov
ernment grant towards interest was not to exceed 
four million francs. During the period August 1928 
to December 1936, 88 loans were granted under the 
schemes described above totalling" • • • Frs. 464,000,000 



= (I) /-rle~ lt2i1M6fdea&lci r.,..-~Pt)tizSMiriOI! ot.,_~ 
.,., bal·~-~.eueed:pm:y.4tf" . .,,b,lfO,(lOO',occ) 
"I&·Jl61·1t!w,• tK8 atu~.ut·.Go~• '~~iliff' htJ 
~6f~-ftat.u.lfHd!fftr~~tr 
million franea". 

N•TM•P.>Jr•i:Qo~-. 

~ fir.t Freneh JaWJJor .there~,mmS qf.'~tn.til• a&J'O., 
wa,t.enactdd m 1881. ~paytt~n•fis JPllAethere~· .wer" inm~·l 
12 years later. Moreover by the J.w.o£ 190.2.•pp\Ula~lei ~: jron.t aJadt 
steel steamers engaged in foreign trade were provided with equip
ment bounties at the follenting rates per dayin· eol'limissiOtr, with' a· 
maximum of 300 days per year; 

"Five Centimes per net ton up to 2000.tons, four centimes for 
each additional ton up to 3000 tons, three cent4ues for each additional 
ton up to 4000 tons and 2 centimes for each additional ton up to 5000 
tons. This law was further modified in1906and 1912. 

In summing up this law, Mr. Jones says "the Equipment boun
ties of 1906 vary with the tonnage of the vessel, days in commission, 
character of propelling power whether sail or steam, speed, quan
tity of cargo and average daily run. They are paid for the entire 
time the ship is in commission and are not limited to 300 days per 
year as was the case under the law of 1902". 

GERMANY 

Between the foundation of the new Deutscher Reisch in: 1871 and the outbreak of 
World War I in 1914; Germany made giant strides ·in every direction .Of e«m.omic 
development by an intensive· policy of scientifi.a protection and 818sist&nce to all in
dustries and services.· Shipping and· shipbuilding· industries were'" limbng the fore
most of these developments: The Nord Deitt&cher and the Hambwg .America Linit 
challenged Britain's domination in the high seas trade of the world, in the Eastern 
as.'well as the Western Hemispheres. Their ships built in the ancient shipyards of 
Bremen, Hamburg, Cuxhaven Stettin could match in size and speed, in economy 
and efficiency, in comfort and luxury, any built in Britain, whether for cargo or pas
senger service. 

In the Warof1914-18 Germany lost, and paid thepenaltyofdefeat by a practical 
destruction of her navy and the surrender of her mercantile marine. Three years 
after that war, the German Government made an agreement with shipowners in 
1921-22 to replace, by the aid of State subsidy, one-third of the tonnage of the Mer. 
cantile Marine surrendered under the Treaty of Versailles. The original provision 
of 12 milliard marks was increased by milliard marks in 1922, owing to the deprecia
tion of the Mark. In 1925 the Government authorised a.. loan fund of 45 million 
Reisch marks for new construction, which was exhausted by Octobet l928. 

Subsequent direct financial assistance upto 1932 .conJ:1isted of a ·loan of 18 million 
marks in 1926; and export credit scheme in 1930 for the building of ships for foreign 
account ; a Government guarantee in 1932 of a loan of 20 million marks to German 
shipowners; a further guaranteed loan in 1932 of7'7 million marks, and a grant in 1932 
of 12 million marks in loans to subsidise the flcrapping of some obsolete vessels. In 
1933 loans of upto 45 million marks were authorised for assistance to shipping, and 
these were followed in the same year by a further grant of 20 million marks. 

Since 1933 operating subsidies were paid by the German Government on the 
basis of 3 pfennings per gross ton per day, plua 20 per cent of the wages and salarie 
of the crew, subject to a maximum of 7 ·5 marks per gross ton in six months. Thi" 
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was roughly equivateni't<t 20 'or%5 pet! ~~ftt·o'tthe total o~ratiDg'oonhrtm'c~ae of a. 
ves~} .. o£,6Jt!houril.nd tons: ~lti'.l9M "it -w11s stated··bffi.cially:tba.t .~an shipping 
subsidies were nece&s~;; ,_an.d .w.m,IleLbe, <;ontinp.ef:llilo· long-~s G.erma.n· shipping re
ma~ed at a disad~~nt.age-. with UJ!'!El01,D,peti~~rs on the freig;,Q.~ market.~ regard to 
foreign exchange rates. 

Apart from the direct subsidies mentioned above German Government assistance 
included a number ofindirect ways·ofhelpin~ Germgn shipping, e.g. placing of orders 
through a financial holding compa~y for 18,000 ton passenger liners for the Far East 
service ; measures to enable German shipbuilding yards to quote competitive -prices, 
Government making np the difference between British· auotations and the lowest 
economic price that the German yards could quote. 

These measures are summarised belo~ .in concrete terms :-

LOANS TO SHil'OWNERS AND SHil'BUILDERS 

Loans to Shipbuilders 

(a) In the early part of 1925, a Loan Fund of Marks 50,000,000 
= $11,900,000 

to be made available for new construction under certain 
·conditions was raised. The Basis and the operation 
'Of the loan were somewhat after the manner of the 
British Trade Facilities Act, the main purpose being 
to decrease unemployment in the German ship-build
ing industry. Under this plan,loans were granted up
to 50% ofthe construction price agreed upon with the 
shipyard the remainder being supplied by the buil
der or the shipowner as the case might be. · 

(b) "A.s the Government credit of 50 million marks placed at 
the disposal of shipping firms early in 1925 was ex
hausted in October 1926, the Government produced a 
further scheme of financial assistance under which an 
annual amount of • Marks 3,000,000 

=$7lO,C00 

was to be provided during the period of six years ". 

Special Facilities and other forms of A.s1istance 

{a) Rehabilitation Fund: 
A Bill introduced in the Reichstag on July, 11, 1917 
and enacted on November 7, 1917, provided funds to 
enable German shipowners to replace vessels that had 
been destroyed by the enemy action and to reimbur~e 
them for expenses incurred by vessels that were m 
foreign ports. 

(b) Reconstruction Fund : . 
"In 1921 German shipowners requested the sum of 
from Government with which to replace the fleets that 
had been turned over to the Allies or had been lost. 
37,000,000,000 l\Iarks were appropriated for this 
purpose". 
"In 1921 and 1922 German yards launched 437 ships of 
1,084,000 d.w. tons so that in two years and upwards 
one-half of the 10-years programme had been met, 
althoucrh all this construction came under the plan". 

I:> 

Marks 
37,000,000,000 
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JAPAN 

From I868, a new age began in Japan. Government paid close attention to ship. 
ping problems. Japan's experience in her early military campaigns brought home 
to her the importance of maritime transport in war time. From I897 to I906 Gov. 
ernment subsidies to shipbuilding averaged about 250 thousand yen per annum. 
From I906 to I9I6 this rose to 1·3 million yen. 

Between I9I4-I5 and I930-3I the total operating subsidies budgeted for fluctua
ted between 8 · 2 million yen and 13 · 9 million yen. 

Credit facilities for shipowners and shipbuilding were usually accorded through 
special banks. The authorised maximum of advance by the Industrial Bank. for 
shipbuilding, which was 5 million yen in I930, was gradually increased until it reached 
30 million yen in I936-37 and one hundred million yen in I937"38. The Ministry 
ofFinance undertook to pay upto 70 per cent or any capital loss in case the loans 
were not repaid. The following concrete sull?-mary of these measures would provide 
interesting and instructive illustration of what a State can do to help achieve rapid 
and intensive development in any branch of its national economy. 

Bounty for Constructi01t. of Ships 

(a) "The Law of I896 granted Japanese shipyards a bounty 
of I2 Yen ($5·98) per ton on vessels between 700 and 
I 000 gross tons and 20 Yen ( $ 9 · 96) per ton on vessels 
of I 000 gross tons and upwards. In addition, a bounty 
of 5 Yen ($2·49) per horse power was granted on 
all engines constructed in Japan. The law stipulated 
that Japanese materials only should be used unless 
authority to use·'foreign materials was granted by th'e. 
Minister of Communications, 
"In the revision of I909 construction bounties we1e 
restricted to steel vessels of at least 1000 gross tons, 
built in Japanese ship-yards, and were based upon type 
of vessels. It varied from I4 Yen to 22 Yen per gross 
ton. The construction bounties granted from 1897 
to I907 came to • Yeu 22,657,I95 

=$ll,283,283 
"The construction bounties averaged 565,000 dollars 
annually during the history of this form of aid to ship-
building, the years 19I2 and I9I3 were excepted. It 
continued right up to 19I7 , • 

(b) "Under its First Scrap and Build Scheme Japan built 31 
new vessels of about 2,00,000 tons gross. The total 
Government subsidy came to ·~Yen ll,OOO.OOO 

=£650,000 
at I934 rates of exchange. One-fifth of the cost of 
the vessels was paid as pure subsidy. This was fol-
lowed by the Second, Third and Fourth Scrap and 
Build Schemes. The result was that 48 fast vessels 
equivalent to more than four-fifths of the total number 
of Japanese vessels of over 4,000 tons gross and less. 
han five years old were built with the aid of direct sub.. 

.idy from the Japanese Govemment. 
Under the Fourth Scheme which came into operation 
in 1937, it was provided for the subsidised construction 
of high class passenger and passenger-cargo liners of 
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not less tha.n 6,000 gross tons and of 19 knots speed at 
rates of subsidy approximating in some cases to half 
the building cost. It was proposed to spend a total 
of over • . . . . . . . Yen 50,000,000 

for £ 3,000,000 
at current rates of exchange of this scheme durinO" the 
18 years beginning with 1937-38. 

0 

Bounty for Operation or Navigation of Ship8. 

"The law of October 1, 1896, granted Navigation boun
ties to steel and iron ships owned exclusively by the 
Japanese subjects and plying between Japanese and 
foreign ports." · 
Navigation bounty payments from 1896 to 1899 came 
to · · 

"The Navigation Bounty changes provided by the new 
law of 1909:in effect ccmbined the two f01mer types 
of bounty as given under the original law, namely, a 
fixed payment for specific route services and general 
navigation bounties for operation under certain con-
ditions". · 

While the 1896 Act paid 25 yen per ton gross per 1000 miles run 
by vessels of 1000 tons and of at least 10 knots speed, the Act of 1909 
authorised payment of special subventions to Japanese lines opera
ting in the European, Australian and American trades. The unit of · 
subsidy was 50 yen per gross ton per 1000 miles run, by a vessel of at 
least 3000 tons gross with a speed of at least 12 knots per hour and 
with an age not exceeding 15 years. 

Direct aids to shipping. 

(1) Subsidies (2) Postal Subventions (3) Admiralty Subventions 
and ( 4) Fishing Bounties. 

Indirect aids to shipping 

(1) Reservation of Coastal traffic (2) Exemption from import 
duties on shipbuilding materials (3) loans to ship-owners (4) Preferen
tial railway rates (5) Reimbursement of canal dues (6) Exemption 
from port dues and (7) Exemption from taxation. 

11.-Loans to Shipbuilders. 

Yen 13,133,440 
= $ 6,504,451 

(a) A Loan Fund of • Yen 30,000,000 
=£ 3,000,000 

at the 1929/30 rate of exchange was made available 
for building of ships, but owing to world economic de-
pression that followed, little use was made of this faci-
lity. 

(b) "In addition to providing direct subsidies, the Japanese 
Government had always been ready to provide credit 
facilities for shipping and shipbuilding enterprises. 
The Government has made arrangements with the in
dustrial Banks whereby Loans for shipbuilding wen 
made at low rates of interest, therate in mid-1937 
being 3 · 7 per cent per annum." 
"The Ministry of Finance, adds 1 per cent bringing t.ho;o 
Banks receipts from interest on such loans up to 4 · 7 on 
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cent. The Ministry also undertook to pay to the Bank 
upto 70 per cent of any capital cost in case loans were 
not repaid .. The system was instituted in 1930 and 
the Bank had been authorised to make loans of this 
kind on certain conditions, upto a. ma.:rimun of 100 
million yen within four years from 1937-38. l'he 
loans may be made only in respect of the building of 
steel ships of 4,000 gross tons and over and of a. speed 
of 13! knots or over, but in exceptional cases may be 
made also in respect the building of cargo ships of 2,000 
tons of over and a. speed of 11 knots or over . Yen 100,000,000 

ITALY 

Italy with her dependence on imports for raw materials, her long coast line, 
and her situation as a transit country, could consider herself entitled to a flourishing 
mercantile marine. Against a lack of coal and of.the ores from: which steel could be 
made, she could set off an abundance of cheap lapour. Before World War I, Italy 
had a. system of subsidised contract services, and also navigation and construction 
bounties. In 1926, a new decree fixed subsidies for shipping services for periods vary. 
ing from 20 to 25 years according to the importance of the service, the grand total· 

' for the period 1925-26 to 1945-46 being fixed at _3,205 million lire, equivalent at the 
then rate of exchange to some £25 millions. The amounts were increased by a further 

'Act of 1928. From 1929 a series of contracts was entered into between the Italian 
Government and the Shipping Companies for the operation of specified subsidised 
services to South America, Africa, the Far East, Australia, etc. The Italian budget 
for shipping subsidies for 1934-35 totalled 264 million lire. . 

In addition to direct subsidi , credit facilities were made available through 
an Italian Maritime Credit Instt .. ution, established in· 1928. Under this scheme 
the total of the loan operations for the first three years was fixed at one thousand 
million lire. In 1933 a special series of bonds amounting to 200 million lire in the form 
of mortgages was guaranteed by the State. By a decree of 1938 in connection with 
the 5-years shipbuilding plan of 1937, State assistance was provided to shipbuilders 
in the form of duty-free importation of shipbuilding materials and exemption from 
taxes, in respect of shipbuilding contracts and to shipowners in the form of amortiza. 
tion grants; exemption from Income-tax on the earnings of ships covered by the plan 
etc. 

These are all summarised below : 

Bounty for Construction of Ships 

(a) Italy paid from 1886 to 1914 • • • • . Lire 68,590,335 
These bounties include bounties on boilers, engines and 
auxiliary equipment as well as on hulls. Construction 
bounties are based upon the gross tonnage of the ship, 
the power of the propelling unit (measured by fuel con-
sumption) and the weight of the engines, boilers and 
auxiliaries. 

(b) Again, Italy's construction bounty authorizations under 
law of 1926 between 1926-27 and 1937-38 came to . lire 684,000,000 

= $ 35,525,000 
(c) The above authorisations were exclruiive of a naval bounty 

of . . . . . . . . • lire 5,000,000 
"The actual direct bounty provisions of this law may be 
summarised, for all practical purposes, as 32 lire ( $1· 68 
at stabilized exchange) per gross ton for steel hulls, 16 
to 36lire ( S 5 · 79) per metric ton on auxiliary boilers 
and 120 lire($ 6·31) per metric ton for auxiliary ma-
chinery ' 



266 

(d) Italy gave from 1926 to 1938 bounties for shipbuilding, 
the annual appropriations for which have been of the 
order of . lire 50,000,000 

(e) The Italian Government have sanctioned early this year 
subsidies totalling about £15,000,000 for t4e construc
tion of 260,000 tons of new shipping. Credits will be 
advanced by the Government upto 40% of the cost of 
building new ships including tankers. The profits 
earned from the operation of these vessch will be exem
pt from income-tax. The ships will not be required to 
carry compulsory cargoes and will not be requisitioned 
during the next five years. Coastal operators are 
also included in the scheme and they will receive 
priority according to the number of ships lost during 
the war 

(•Journal of Commerce' d/31-1-1949). 
U> Italy paid from 1926 to 1938 as subsidies under this head 

amounts to the limit of. .lire 684,000,000 
=£ 6,250,000 

Bounty for operation or navigation of shipll : 
Italy paid between 1886 and 1914 as Navigation boun-
ties • lire 806,099,21t 

Loans tn Shipbuilders 
1928-36. 

Facilities to shipowners for shipbuilding were provided 
by 2 Organisations. (The Institute of Naval Credit 
and the Consortium of Banks) by the grant of loans 
to the extent of 

BRITISH DO~IINIONS-CANADA 

£13,000,000 

These steps were n0t confined to foreign competitors only. Britain's own Dom
inions were not backward in imitating her own example and the precedents set by 
other countries. In Canada, for instance, Government discovered that Canadian 
ocean-going vessels were found to be under heavy handicaps in meeting the competi
tion of more modern and efficient ships flying foreign fl~ga. To overcome this, they 
proposed early this year to grant a subsidy with a view to aid Canadian Shipowners. 
The proposals were that the depreciation of the capital cost of either a new ship or of 
modernising an old vessel will be allowed over a period of not less than 5 years. A tax· 
free fund out of general profits is also to be allowed for the replacement of vessels, 
as well as one to cover deferred maintenance arising out of the surveys every four 
years. The Canadian shipowners will also be allowed to accumulate depreciation 
in unprofitable years and charge it up in more profitable years. 

(from "Journal of Commerce" dt. 10-2-1949) 
Other Dominions like Australia. have also developed their own mercantile marine, 

since 1939, by active State assistance till1945. 
The newcomers are the more readily forced to do so, as the countries which now 

own the bulk of the world's shipping, and have established amidst them their own 
industry, to build new ships required for the ocean trade, are unwilling to offer to 
other countries anything like a fair proportion of these ships on any reasonable terms. 
Britain herself, for example, has recently refused to transfer the surplus British ships 
from the British Register to Indian Register. Nor would she help India. to acquire 
them from the United States even though the Government of India were willing to 
facilitate the purchase of such ships by the Indian concern. The Conference 
between Indian and British shipowners in J u1y 194 7 was '\necked on the same rocks. 
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PART IV 

PosT-WAR SHIPPING NEEDS oF INDIA 

We have adduced examples just to show that the claims here maae- on behalf 
of India are backed by abundant and. respectable authority. With snch example 
before her, with a long coastline of her own, and a considerable overseas trade 
India cannot but feel the need of an adequate, efficient and economical mercantile 
marine of her own. Says the Policy Committee No. 4-C on Shipping, appointed 
by the now defunct Department of Planning and Development of the Govemmen~ 
of India:-

" For a :.. Jan try of its size, the length of its coastline and its strategie position
athwart one of the world's main sea routes, India possesses a distres- · 
singly small number of deep sea ships which at the outbreal of war 
stood at no more than 30 with a tOtal of less than 150,000 tons gross. 
India's weakness in this respect has long been recognised and the· 
Government of India are pledged to· a policy of assisting in t:he deve- · 
lopment of an Indian Mercantile Marine. So far, however, the action· 
taken to implement this undertaking has been limited to the estab· · 
lishment of the " Dufferin " for the training of executive officers._. 
the provision of special facilities for the training of marine engineers 
and to using Government's good offices to promote a settlement 
between the Indian and British companies operating on the coast. 
with regard to the division of the available trade between them. 

The vulnerability of India's position has been revealed by the stress o£ 
wartime conditions, but by no circumstances more glaringly tllaDI 
by her inahility to find adequate sla.ipping from her OWI.l resourees 
to provide for the• transport of the food supplies required il' her. 
The rectification of this state of affairs should be one of the immediata 
post~war objectives, not only for commercial reasons but alae leeau~~& 
the development of the Royal Indian Navy necessarily implies the 
concurrent development of the merchant navy. 

The acquisition of an adequate share in the world's carrying trade shoulcl 
be the aim of our post~wa:r shipping policy and to this end steps. 
should be taken to secure for Indian shipping-

(i) an increased share of the coastal trade including trade with Ceyloa 
and Burma (The present share is estimated at between 20-30 
per cent.); 

(ii) a substantial share in the near trades, e.g., Persi.a.n Gulf, East Mrica,... 
Malaya and Dutch East Indies ; and 

(iii) a fair share in the Eastern trades, especially those trades of which. 
Japanese shipping will have been dispossessed ; 

(iv) a fair share also in the trade between India, on the one hand, and th~· 
U.K. , the Continent of Europe and North America on tbe fltlleJrj 
~~- •'' . . ....• 

(t1) in order to give maximum relief to the railways,· a number fl! steps 
'have" 11een taken to ensure the fullest utilization of. countr;r craft 
and to prevent wasteful competition ·between coimtry e•aft. e.d 
steamers .. As India may have to look to all forms of transpflrt to 
sustain her economy in the post-war era the continued development 
of country craft will have to be considered. Co-ordination of &team
er and country craft services is an essential part of this developmen\ 
subject to due regard being ~aid to the different needs served l>J. 
steamers and country craft " 
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REcoxsi'<WCTrox PoLICY SuB-Co~rMITTEE o~ SHIPPI!'G 

In pursuanca of the above Policy, a Sub-Committee was constituted in !\ovem· 
ber 1945 under the Chairmanship of Sir C. P. Ramaswami Aiyar, with the following 
terms of reference : · 

by 

"To comi~cr the _D.)p~rtmcntal Statement of Post-war Shipping Policy, 
and m the hght of that statement and all relevant considerations, 
to recommend-

{!) what would be a suitable tonnage target for Indian shippin", tu be 
attained within a period of five to ten years ; . 

0 

(2) what percentage shares of the maritime trade of India and other trades 
in which India is interested, both coastal and overseas, cargo and 
passenger, should be secured for Indian shipping ; and 

(3) what measures should be taken-
(a) to regulate the shipping industry with a view (i) to preventing the 

formation or establishment of combines or monopolies or excessively 
large units (ii) to ensuring that the number of shipping companies 
is no larger than economically adequate,. 

{b) to ensure a fair and equitable distribution, among existing companies 
and those yet to be established, of trades which may hereafter 
be secured for Indian shipping. 

The Sub-Committee will be competent to make such other recommendations, 
as seem germane to the subject_". 

The Sub-Committee in their Report , submitted in March 1947·, and approved 
the Policy Committee, -made the following recommendations :--' . . 

(I) 

(2) 

. 1,3) 

" The concensus of opinion is that to carry the Cargo amounting to more 
than ten million tons a year and about three million passengers, India 
·needs two million gross tons of shipping. This figure does not include 
country craft ". 

"We recommend that hundred per cent of the purely coastal trade 
of India, seventy-five per cent oflndia's trade with Burma and Ceylon 
and with the geographically a<;ljacent countries, fifty per cent of 
India's distant trades and thirty per cent of the trades formerly 
carried in Axis vessels in the Orient should be secured for Indian 
Shipping in the next five to seven years.". 

(a) "As the Indian shipping industry is still -:-ery young, _we feel that 
emphasis should now be placed on how Indian Compames could ex
pand their fleets, and we have, therefore, stated that it is not possible 
at this stage to define what an " economically adequate unit "would 
be so far as this industry is concerned. It would not be desirable 
to fix a tonnage limit for Indian Shipping Companies, nor would 
we recommend the imposition of any restriction on them with reference 
to their capital structure. But, as we are anxious to prevent mono
polistic exploitation, we have recomm~nded that the Ip.dian Shipping 
Board should be empowered to control deferred rebates, rate-cutting 
and all other evils arising from mo~opolies .. 

(b) Equitable division of tr~des bet wee· i In.Jian Shippllig Companies is 
essentially a matter of detail to be settl 'd by the Companies themselves. 
If the Companies, however, fail to come to an agreement, Governm~nt 

· · should evolve suitable measureg for the fair and equitable distribution 
of the different trades ". 
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In regard to State aid the Sub-Committee reco.mmended " that the Govern
ment of India should give financial aid to that section of the industry which partake« 
in India's Overseas trade. As the licensing system recommended by us would na
turally limit the tonnage operating on the coast, this portion of Indian Shipping 
need not necessarily be financed by the State Aid ". 

The Sub-Committee further recommended " in order to implement our recom. 
mendations it is vital that tho Government of India should take immediate steps 
to set up a Shipping Board. The Shipping Board should be the spear-paint of policy 
lor:ally and int<lrnationally, and should have powers to licence Coastal vessels and 
to submit to Government proposals for_ the removal of all evils of monopolistio 
exploitation ". 

The Government of India, by their Resolution No. 172-M-1(25)/47, dated 
tho 12th July 1947, fully endorsed the view of the Committee that India like other 
important maritime countries must adopt a. dynamic policy with regard to her Ship
ping, and re-affirmed the Departmental statement on Post-War Shipping Policy. 
Tho Government of India, after careful consideration of the Report, summarised 
their conclusions on the recommendations in the Report a.s under :-

" The Government of India agree that the definition of ' Indian Shipping • 
as shipping owned, controlled and managed by Indian nationals, 
would be the ideal one and should be the ultimate objective. The 
Government of India, considering the conditions, then .. prevailing
felt that the criteria to be satisfied by Companies to qualify them for 
keatment as ' Indian Shipping Companies ' should be ~ follows c-

(a) The steamers of the comp~nies should be register~d at -~ port or 
ports in British.·' India ; provided that where Government are 
satisfied that any Company is prevented from complying with this 
condition by circumstances beyond its control, it may be modi
fied suitably ; 

(b) At least 75 per cent of the shares and debimturea.of the companies 
should be held by Indians in their own rights ; 

(c) All the Directors should be Indians ; 

(d) The Managing Agent!!, if. any, should be Indians. 

The Government of India. added that any Company, which found it difficult 
to comply with any of the above conditions, might apply for Government's specific 
approval to its being treated as an Indian Shipping Company. . . . 

With regard to the shares. to be · secured· for Indian' Shipping in the various 
trades, tho Government of India- deolared that·it.wa-s their· intention to assist Indian 
Shipping as far as possible in securing the shares. r.eco~nd,ed.:by the Sub-Com
mittee. 

The Government of India accepted in prb.Jpiple · _: tlje · cecoir;im:end,ation of the 
Sub-Committee that a Shipping Board should 'bf: set up arid -agreed'generally with 
the Committee's proposal regarding its functions. 

A system of licensing and control, although of limited __ duration .an.l scJpe .. , 
had been introduced iiL.the Coastal trade, and the Government.of India. considered 
that those arrangements could ultimately lead up to the more oomprehemive syt:~ 
tern recommended by the Sub-Committee. 
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Fat"lure of the London Conference 

The Government of India accepted the Sub-Committee's views that the deve
lopment of Indian Mercantile Marine would be facilitated if an understanding on 
the subject could be reached with the British Govern~ent and British shipping 
interests. A Conference of British and Indian shipping interests was accordingly 
held in London in July 1947. The Indian representatives tried to secure a share 
in the country's overseas trade when they were confronted with the question 
whether they had the ships to carry the share of the trade which they sought to 
secure. We did not possess the requisite tonnage and the British interests were 
not prepared to help us by selling us some of their ships. In the face of the British 
attitude of " no ships no share in trade ", the negotiations could make no progress 
and the Conference dispersed without achieving any results. 

Government reaction - Shipping Corporations 

The Resolution of the Government of India was followed by a Conference of 
Shipping Interests held in Bombay on 3rd November 1947, at which the. then Com
merce Minister, the Hon'ble Mr. C. H. Bhabha, in explaining the Shipping policy 
of the Government of India as declared in the above Resolution, observed inter 
alia that as an interim measure the Governmen~ had taken the following prelimi
nary steps :-

(i) Some of the Indian Shipping Companies had been encouraged and assisted 
in procuring tonnage from the U.S.A. by the provision of foreign ex
change on a considerable scale and such other administrative action 
as l.ar i.n the Government's !!ower to take ; 

(ii) Government had formally accepted the rtonnage targets laid down by 
the Sub-Committee, and also the principle relating to the reservation 
of Coastal Trade for Shipping Companies borne on the Indian Re
gister ; 

(iii) That his predecessors in office had set on foot some negotiations with 
the U.K. Government for the sharing of coastal and overseas trade 
on an agreed basis, which negotiations had led up to a Conference 
in the U. K. between the British and Indian Shipping Companies, 
which had failed to yield tangible results. 

The Commerce Minister referred to two fundamental defects in our shipping 
position, namely : 

(l) Shortage of tonnage, and 

(2) Shortage of trained man-power, and told the Conference that the Govern
ment's constructive approach to the problem implied : 

(a) firstly an immediate planned attack on the above basic weaknesses of' 
our 'shipping position, and 

(b) secondly, such legislative and administrative action as might be 
necessary to safeguard the interests of Indian Shipping both in 
Indian and foreign waters. · 

As regards the question of shortage of tonnage he referred to the volume of trade 
to be carried, namely, ten million tons and three million passengers a year, and the 
tonnage target of two million tons which had been accepted by Government~ 
and which latter, he observed, could be achieved in two practicable ways, namely: 

(1) either by building in India or abroad , or 
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(2) by acquiring such tonnage as might be available from the U.S.A. or other 

countries. 

Mter examining the possibilities of the above courses, the Commerce :Minister 
observed that Government felt that the required additional tonnage must be secured 
from the Maritime Countries of the West which might have surplus ships to offer us. 
Government were aware that very few of the Shipping Companies in this country 
had the resources to buy a sufficiently large number of ships that might be found 
available, and it had been increasingly borne in upon Government that if at that 
stage of the development of the Shipping Companies in this country Government 
had to rely on private enterprises, the growth and development for our lVIercant;le 
l\Iarine woulJ be dh.;appointingly slow. The Government of India had therefore 
come to the conclusion that their new Shipping Policy must be broadbased on the 
active co-operation of the State with enlightened private enterprise in an endeavour 
to secure for India her rightful place among the Maritime Nations of the world. 

This new policy, Government felt, necessarily involved the setting up of a new 
pattern of organisation where the State would have an effective voice in the 
shaping of policy as well as in such major administrative decisions as might be 
necessary from time to time to give effect to that policy ; and the Commerce Minister 
set forth the broad outlines of that policy as under :-

(1) Government should immediately take the initiative in establishing two or 
three Shipping Corporations. · 

(2) In each Corporation, in order to secure and retain effective control , Gov
ernment should contribute not less than 51% of the total capital. 
The halance would .he subscribed either wholly by an approved exist
ing Shipping Company or partly by such Company ol" partly by the 
public. 

(3) Government would be entitled to nominate a number of Directors on 
the Board of Directors of the Corporation proportionate to the share 
of the total capital subscribed by · them, · · · 

(4) No private Company would be associated with more than one Corporation 
and where no one existing company was found suitable, participa
tion by a group of companies would be permitted. 

(5) A Company, or group of companies, so associated would act as Agents 
of the Corporation under the control of the Directors of the Corpora· 
tion en such terms and conditions as might be stipulated in the Agency 
agreeement; ordinarily 100,000 tons would be regarded as the optimum 
tonnage for operation by each Corporation. 

The Commerce Minister observed that the objectives underlying the GovE'rn
ment proposals were to ensure the rapid expansion of Indian-owned tonnage and 
the development of the Indian Mercantile Marine on sound, healthy and nationally 
acceptable lines, and he was convinced that it was only an organisation of the type 
as outlined above that could achieve this objective. H,· further observed that 
in still backward maritime country like India it was only a Government-controlled 
organisation that could pull its full weight in the private highly organised maritime 
economy of the world, and that it was only such an organisation that, by revealivg 
Government's direct interest in this branch of transport, could : 

(a) encourage the flow of private capital and diversion of private enterprise 
to Shipping services, 

(b) eliminate unhealthy competition betwee9 Indian companies in the same 
trades, and 
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(c) prevent the establishment of private monopolies. Government felt that 
the a">s.:>ciation of private capital and of the operation and ma
nagerial experience of established private companies with the pro
posed corporations would reduce the risks to be taken by the corpo
rations in what in nm:mal times was considered hazardous ventura 
and would help towards efficient and economical management. 

In placing the above scheme before the Conference, the Commerce Minister 
ended his speech with the following pregnant observations stressing the Govern
.nent's goal and pledging their steadfast progress towards its attainment, at the 
aame time impressing upon the industry how Government expected it to play 
its part in the projected venture in co-operative enterprise :--

" I hope I have said enough to convince you that Government are not obli
vious of their responsibilities in the matter, and that in spite of their 
many worries and an_"'rieties and major distractions they are moving 
steadfastly towards their goal. The pace may appear slow to many 
of you, and the goal may be only dimly visible in the hori.wn, but 
we must be on our guard against any hurried moves or any false 
steps taken in a hu!f. We must make the basic foundations of our 
Shipping lnd•1stry secure against attack both from within and without, 
and it is only a co-operative structure, based on the active guidance 
and co-operation of the State, that can withstand such attack. 

" The organisation that we propose for the Shipping Industry of the future 
will, I trust, provide the nucleus of such a co-operative structure. 
Whether or how this structure will grow and develop will depend 
largely on our capacity and character. For, in shipping as in all 
other industries, it is the quality of the Nation that alone constituted 
the ultimate guarantee of progress ". 

The scheme was carefully examined by the Indian shipping interests who ap·· 
proached it with considerable hesitation and grave doubts as to the chances of a 
State-owned organisation proving succeRsful as a commercial and business propo
sition. It was generally felt that a scheme of loans at low interest for the acqui
sition of tonnage combined with operational subsidies would be more appropriate 
in'tbe conditions obtaining in thiil country. It however, appeared that Government 
would not entertain any proposal that involved the grant of loans, and eventually 
. .;orne of the leading companies decided to participate in the project. 

The following set-up has been evolved since, namely : 

(a) th3.t three corporations should be set up each with an authorised capita 
of Rs. 10 crores, to be subscribed in the following proportions :-

(1) 51% by Gl}vernment : 
(2) 26% by the Shipping Company, or block of Companies, which 

would be entrusted with the l\Ianaging Ago:mcy of the Corporation; 
{3) 23% by the public. If the share of the public contribution did not 

materialise, the same would be provided by Government. 

(b) The operational distribution of trades between the corporations would 
be as under :-

The First Corporation : 

India/Persian Gulf. 
India/Red Sea and Egyptian· Ports. 
India/China and .Japan. 
India/ Australia. 
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Tile Becorul Corporation : 

India/ America.. 
Indiafc~Ialaya and the Straits. 

The Third Corpora,tirm ·: 

India/East and South Africa. 
IndiaJO. K. 

So far arrangements have been completed in tho case of only one corporation 
namely, the first of the three mentioned above, and its operations have commenced 
with th" Scindia Steam Navigation Company, Limited, as the Managing Agents. 
The other two corporations are still in the negotiation stage, the factor mainly res
ponsible for the delay being the difficulty experienced in raising the capital required 
apart from Government's contribution. In formulating this project Government 
had expected that their direct interest in the industry would encourage the flow of 
private capital to it. This expectation has not been realised. For reasons into 
which it is unnecessary to enter, the prevailing :~hyness of private capital, which 
has held up the planned industrialisation of the country in other directions, has 
also been responsible for the unfortunate predicament of the Shipping Industry. 
It is difficult to say how long it would take conditions in the country to return to 
normal and for private capital to recover confidence sufficiently to be attracted 
to the Shipping Industry. In the meantime, since in the interests of the country 
it would not be advisable to allow the growth of the Shipping Industry to be held 
up for the above or other reasons, it seems that both the Industry and the Gov
ernment must put their heads together and evolve other practical ways of achiev
ing their common objectives. The sections of this memorandum under the head 
'' Charter of Rights " and " Declaration of Policy " will be found to contain some 
helpful indications. 

The Three Corporation Scheme covers India•s trades with countries of all Con
tinents each dealing with two Continents e.g., 

I. Asia and Oceania 
II. Europe and Africa 

III. North and South America. 

It is vf'ry scientific in character as shown by the following table bearing on the last 
pre-war year exports from the 16*natural geographic regions of the world on the 
basis of their similarity of climate, production, contiguity or political association. 

1. 

2. 

3. 

Indian Tonnage Targets in Trade of ~ ,ulia with Bixteen 1 ·~, .. ·n-~ i' ,1/ 
Dollars. 

(1938) 

No. of 
Total Gross Steamers 

Regions trade Tonnage of 7000 
$000,000 Target G.R.T. 

Tropical Agricultural and 1\Iineral-South 
East Asia. 40 55,000 8 

Agricultural and Industrial - Japan, Korea. 
125,000 and Formosa 91 18 

Agricultural-China and other Continental Asia-
tic countries • , , , • , 87 120,000 17 

• Temperate-Tropical Agriculture! and Industrial Regjon or India, Burma a~d Ceylon 
forming as a result· or historical association a c.Jmpact unit oovered by the Indian Coastal 
~rade, baa been omitted from this table. · 
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Regr'ons 

C,. Agricultural - Oceanic Islands 
..5.. Agricultural-Industrial- Northern, North 

America 

!6. Agricultural- Industrial U.S.A. . 
7. 1\lineral Producing- Latin America 

8. Tropical Agricultural -Latin America 
9. Non-tropical Agricultural- Latin America· 

;tO. I.rad1.1strial- Continental· Europe 

11. Agricultural-Continental Europe 

;12. Industrial and Agricultural-Non-Continental 
Europe 

.13. Agricultural and Industrial-Union of Soviet 
Socialist Republic of Russia 

&4.. , 'Temperate Agricultural Zone of North 
Africa 

S5.. TropieaJ Agricultural Zone of Africa 

16. Mini.ng Zone of South Africa • 

Total • 

Total 
trade 

$000,000 

23 

11 
95 

3 
9 

18 
259 
22 

383 

1 

7 
44 
14 

11,07 

d'ross 
No. oC 

Steamers 
Tonn'\ge of 7000 
Target G.R.T. 

30,000 ' 
15,000 2 

130,000 19 
7,000 1 

10,000 1 
25,000 4 

355,000 50 
30,000 4 

530,000 76 

7,000 1 

10,000 1 
60,000 9 
20,000 3 

1,529,000 218 

.. ... ' ... . 
N4 B.-Theoe figures of 1938 present a picture of India's trade position then. Trade1 

with different groups of countries have since materially altered, e.g., as with U.S.A. 
By 1949, the total trade has tended to approximate the pre-war figure and the 
target is adequate to meet the requirements of India's trades when returned to 
normale7. 

"The above regions are covered as under :-

(1) 

(2) 

(3) 

FmsT Sm:Prma CoRPORATivN 

Asia and Oceania : 

Tr6pical, Agricultural ·and Mineral-South-East Asia, 
consisting mainly of Siam, British possessions in Malaya 
and Borneo, French Indo-Chint\, Indonesia and 
Philippines 

Industrial and Agricultural 
Korea and Formosa 

Region of Japan, 

Agricultural--China and other _ Continental Asiatic 
countrie.•, including those of the M1ddle East • 

(4) Agricultural- Oceanic Islands comprised mainly of Aus-
. tralia and New Zealand • • . • • . 

Exports 
1938 

{$000,000) 

1,000 

817 

787 

776 

3,380 

Export 
Per

centage 

4-6 

3·7 

3-6 

3·5 

15-4 



275 

SECOND SHII'PING CoRPORATION 

Europe and Africa : 

(5) Industrial--Continental Europe consisting of the follow
ing countrieR, viz., Austria, Belgium, Luxemberg, 
Czechoslovakia, France, Germany, Italy, NetherlanC:s, 
Sweden, Switzerland 

(6) 

(7) 

(8) 

Agricultural-Continental Europe made up of the foJ.low
ing countries, viz., Bulgaria, Denmark. Estonia, Finland, 
Gibraltar, Greece, Hungary, Aegean Islands (Italian), 
Latvia, Lithuania, Malta, Norway, Poland-Danzlg, 
Portugal, Rumania, Spain, Turkey, Yogoslavia • , 

Industrial and Agricultural--Non-Continental Europ 
made up mainly of the United Kingdom and Ireland 

Agricultural and Industrial--Union of the Soviet 
Socialist Republic8 : • • • • • A , 

(9) Temperate Agricultural zone of North Africa consisting of 
Egypt, Libya, Algeria and Morocco 

'(10) Tropical Agricultural zone of Africa consisting of the 
island of Madagascar and all countries between North 
Africa as defined above and So~h Africa. as defined 
below: 

'(11) Mining Zone of South Africa including the Union 
of South Africa, Rho:lesia and Nyasa.lt nd , 

Exports 
1938 

($000,000) 

6,173 

1,895 

2,410 

25·7 

17 

236 

Export 
Per

centage 

28·2 

8·6 

11·0 

1·2 

1·9 

1·1 

11,356 53·7 

TmRn SHII'PING CoRPORATION"' : 

North and South A mericOt : 

(12) Agricultural.Jndustrial-Nortltern America containing 
Canada. 915 

(13) Industrial-Agricultural-United State8 oj America 3,'tl~ 

(14) Mineral-producing Latin America consisting lar~ely of 
Mexico Colombia, Ecuador, Peru, Chile, Bolivia, Venezuela· 
and the Guianas 834 

(15) Tropical Ayricultural--Latin America consisting mainly 
of Brazil, South of the Equator, and Central America 
in the Xorth 677 

(16) Non-tropical Agricultural-Latin America, covering 
Argentine, Paraguay and l.'"ruguay 510 

6,048 

Grand Total 21,517 

4·2 

14·2 

3·8 

3 ·1 

2·3 

27·6 

100 0 

~hll lint region forms as a ret!ult of historical a!!I!OCiatloDB, a Compact nnlt, covered, bt shipping parlanct, 
bf the Co...W Oonfereace CO!ICeminl thel!ll, 
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Indian capital for Indian shipping 

Ti1e extent to which a. n'\tion m•y industria.lise prim wily (bpends on it~ capital 
raso:Irces. c_ .. pit:>-1 i.~ tha liftJ bbod of tr,'.d<} and in·l.·Btry. It w )Uld, there! for~, be 
in th"l fitness of thing~ if, at this junetureo, a brief survey is held of th~ capital 
investment of our country. 

It is commonly alleged that Indian capital is shy for investment in the modern 
productive industry worked by powJr-drivcn m:1.chincry on a. large scale, and en
gaged in large scale production as much for home con<>umption as for export. The 
diract c:mta.ct botwaen th~ producer and the con<>um~r, which was ch1.ra.cteristic 
of the d \ys when these industries were working on a. rehtively sm:\11 scab fvr known 
local m1.rket ha.s disappeared ; and production h~ become more and m'lra f.Jr an 
indefinite m•rket, whethl}r within or outsid·J tho country. The avera.ga Indian 
ca.pihlist of these d 'Ys with rebti rely sm •11 am0unt to invest fought shy of such 
invastmJnt m'..inly bec:m'!a he w~s unf:~.mili>1.r with the technical side of the nJw 
typJ of inrlu'!try: Til~ m'..rbtin~ of it3 prJdu~e, liknvise, or thJ busin'BS &id1 of 
th'1t indJ.;;try WJ.s und~r c:r1.rlitiJ'1~ e,ln unf1mili:tr to him. Tin on·1 gua.ra.ntee of 
succes;; in competition w_'..'! h~kii~'S fJr Indian e;}terprisc iP indu ;try, as the fvreigner 
wa.s more fa.voured. 

In the e::l.l'ly d 1.ys of British r 11e in India, therafore, Indian c.1pital kept a.w_•y 
fro:n the newel" typ0 of Industry, aTJ.d cnfin)d itself to t~e eas'er role of fir:p.ncing 
local, small scale industry, or co::J,ducting local tra.de. 

In proportion, howaver, as th1 n1.~b!l•list cJmciousneas graw, a'ld mora ani 
mJI·a Indian e:J,terprisJ c.1me f·Jrward tJ taka charge of n1w indll.,:try, local 
capital wa.s sk> attra.cted in smlll do3es. With a mJdicum of prJtection since 
1923 t:> such enterpme in selected indu;;try, capit::1.l investmelt begln to expand. 
Figuxas given el;;ewhere* indic'1te th:;, investmJnt of capital in th'} le:oding Indi'l.n 
industries. l\Iost of this i;; I 'l.dia'l C:>..pital, th 'l:Igh fJraign and p'1rticululy British 
investment in India'l. industry h1.s mt dinppcarJd. Indian cJ.pit~l innstment 
in mJd~rn industry is ste::-,dily exp.<:tnding since 1923, though even now it is n0t in 
pr<>portion t:> th3 v?,st b3wJ.y t::> ba m',d) up, e,TJ.d the imm·Jnse re3o:U'ees a,w iting 
d'}velopment. -

Whether India.!), c:>.pit<:>J i-" still shy is difficult to d~cide in the ab:>ence of ade
qu:1te dtt'!. on th3 subjact. Th~ volum9 of t:>b.l inve3tm0nt in all kind; of je~int 
stock companies, registered in India., and h·:wing rnp0e capit::>..l, in 1937-38, was 
given at R9.851· 21 crores authariscd, of which R!. 279•17 crores wa.s paid up. 
These figuxes are ten years out of d •,te. According t:> a. careflll inquiry m::.de by 
the Report of the Sub-C:>mmittee on Indllstri.>l Finance, appointed by th'} N·1.tiona.l 
Planning C::>mmittee, for 1,024 companie.> r.1gister0d in India with Rupee C<..,pital 
in 11 principal industries including Railways, but not Shipping, there wa.s a total 
paid up capital of 352·22crores at the end of 1946-47. But even in 1937-38, the 
total number of Registered C::>mpanies in India was, according to official st.':'Jistics, 
11,372 ; so that the above figura of Joint St::>ck Ce~mpanies e,t work in India re
presents not eve11, a ten,th of the total such enterpri;;e. In addition, there were in 
1937-38, working in India,, but registered outsid·~ India., 884 companies with a. paid 
up ca.pital of £127 ·883 millions, equal to Rs. 1180·34 crores. E\·en assuming that 
foreign investment has in recent yeara d"lclined mostly by transfer to Indian owner
ship,-the capital actually invested in Joint Stock industrial enterpri;;e cannot be 
less than Rs. 1500 croras ; prvbably much more. Add to it, the c.tpital emp!oyed 
by individual or partnership ventures; in sma.ll and large scale ind11stry and busmess, 
the aggregate cannot be under Rs. 3,000 crores without reckoning the fixed an~ 
demand deposits in banks aggregating nearly Rs. 1000 crores. This is not a. negli
gible figuxe. 

• See Appendix VU. 
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The institutions and devices, moreover, which help to mobilise and collect the 
&>aila.bl~ ca.pit".l for investment a.s soon as it is formed and direct such capital into. 
apprc)pri:1b c:t'l.nn')ls, r.r~ abo in an elementary stage, still, in this country. Banks 
and cr:rl"~ f•,ciliti.:n a.ra confin')d t:J a sm3oll section. Tho pred·)min,ence, moreover. 
of fin l!lCe capital r<~.ther than investment ca.pital discouraging an a.d.equate vol
umJ of pcrm:1.nent investment in relatively less profit::t.Lle enterprise is unavoidable. 
•ro correct these our inherited handicaps, and to discover, mobilise and employ aU 
a\a.t1able a.-; well as new capital that is being formed, specialised institutions, de
vi0e3, and pr0perly tnined persormel are necessary. The institution established 
b~t ye.u by the Government of India of an Industrial Finance Corporation, ~pe
cifically d }3igned to provide industrial finance is an example of the progress neces
sary, if this initial handicap is to be effectually removed. If adequate investige.tion 
is ma.de of the sources of capital and of the capital still remaining unemployed, or 
locked up in ornaments and jewellery by the richer classes of Indian society, and 
cff0ctive steps taken for its investment, a comprehensive plan of intensive indus
trialisation m1.y not suffer for lack of the necessary capital. 

It m:>,y further be add·~d ih:I.t, according to the Resolution on IndustrirJ Policy, 
pa.~,;c<l by tlt•J CJn;;tituent Agsemhly on April6, l 048, lack of capital can be remedied 
by <>.ttr..~.ctill~ f0rdgn capital on Lirly Iibera.! terms for investment in Indian industry 
or enterprise. 

"T:il'3 G.)Veram:mt of India. agree with the view.of the Industries Confere~ce 
tint, while it should be racognised th:J.t participation of foreign capital and enter
pri.':!e, particularly as ragards industrial technique and knowledge, will be of value t() 
the r.1pid industriali.>ation of the country, it is necessary that the conditions under: 
which they may participate in Indian industry should be carefully reguhted in the 
n'1tion~~ol interest. 

"Suitable legislation will be intrvduced for this purpose, and such legislation 
will provi<ll for the scrutiny and approval by the Central Government of every in
<lividual ca.se of par~icip:1.tion of foreign capital and man<tgement in Industry. It 
will prvvide th<>.t, e,'l a rule, the m'l.jor interest in owneri!hip and effective control 
Hlwuld ahv.1ys be in In<lian h'l.nd~, but power will be taken to deal with exceptional 
ca.sea in a manner calculated to serve the n<J.tion'll interest. In all cases, however, 
th~ tr.tin,ing of suita-ble Indian peril!}nncl for the purpose of eventually raphcing_ 
f.>r.Ji;;n. experts will be in-;i~tc<l upon. 

"The G;:~vernm:mt of India. are fully alive to their diract re.3pon~ibility for the 
d~Yclopment of th'>.>e industries which they have found necessary to re.3erve ex
c:lusiYely for Sta.te enterprise. They are equally ready to extend their assistance to. 
private or co.opera.tive enterprise in the rest of the industrial field, and in parti
cul<tr, by r,'moving trJ.n~port difficulties and by facilitating the import of essentia.I 
raw materi1ls to the maximum possible extent. 

"The b.riff policy of G:)Vemment will be design/3d to prevent unfair foreign 
competition an<l to pr0m'>te the utilisation of India's resources without imposing 
unjustifiable burd-'ns on the con8umer. The system of taxation will l;e reviewed 
arvl r0-:tdjustcd w)v.)Iil necessary to encour,tge sa,ing <>.nd productive investment 
and to pr0vent un<lue concentration of W.3alth in a small section of the population. 

" The Government of India. hope th11.t this elucidation of their intentions on 
fund·1.mental aspects of industrial policy will remove all misapprehension.'!, and 
they are confident that a joint and intensive effort will now be made by labour, 
capital and the genera.l public, which will pave the way for the rapid industrialisation 
of the country". 

For the particular industry and service, viz. shipping and shipbuilding, with 
which this Mamora.ndum is specially concerned, lack of capital could not be urged 
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as having been resp~nsible for its lim!ted beginnings in 1919 and 1941 respectively. 
'The largest steamship company of this country was floated with a fairly adequate 
paid-up capital in the firat instance for the coastal trade. And when the tuthlesB 
competition of the foreign Co:J,cern operating in Indian waters brought heavy and 
repeated losses, a considerable portion of that capital was cheerfully written off 
to meet these losses. The investor did not hesitate to bear this sacrifice rather 
fr<>.n see a vital national enterprise die out for lack of life-blood needed for main
training that enterprise. It wa& a. struggle of the lion and the mouse, in which the 
ion had at last to cry for quarter, not because its strength was exhausted, or be

.cause it was ensnll.red ; but because of the equally determined front put up by the 
mouse, i.e., the Indian Capitalist. As the wind began to turn on accmtnt of extrane
-ous reasons, and not because of any special encouragement, P.ssistance, or protection 
by the then Government of the country, the Indian enterpri&e naturally sought b 
make good its footing. The new capital required for expansion of the service and 
taking the increased share in the coastal trade of the country as well as venturing 
farther a field, was readily raised in the shape of additional shares. 

Even when it started the basic industry of ship-building it got hardly any sup
-port or assistance from the Government of the land except what the unl1voidable 
.necessities of the war forced upon them to concede. The Indian investor was able 
to provide capital needed to make a reasonable beginning, in a relatively virgin 
:field, so far as modern type of ocean-going ship-building was concerned. 

The handicaps upon Indian construction of fairly large-sized cargo vessels or 
liners suitable and economic for overseas trade, were even more than on merely 
-<>perating ships bought or chartered from abroad. Nevertheless Government 
moved not a finger to help it to tide over the initial difficulties. 

Since tht' war, and particularly because of the conditions in the post-war world, 
in India. and outside, Indian shipping is meeting with adverse times. The heavy 
<lost of replacement of ships lost during the war, the increased labour and material 
.costs, and the immense wastage of time through delays occasioned by dock conges
tion etc., have increased the operating costs enormously, and the working of the 
·enterprise means heavy . and recurrent losses. Notwithstanding the losses and 
still more losses, if timely and adequate assistance were given by the Government 
.of the country, which now has not even the excuse of being alien in complexion or 
sympathy, on the lines and precedents provided by other countries under similar 
.situations, there is every reason to believe that Indian ~:.hipping enterprise and 
modern shipbuilding industry would continue to keep its head above water, and 
.make its contribution to the general progress of the country's industry, commerce 
.and national security. 

With regard to foreign capital and the Shipping Industry, it would be realised 
that by the very nature of things Shipping is not on the same footing as the other 
industries. Whereas the Constituent Assembly by their Resolution of the 6th 
.April 1948 welcomed f:~reign capital in aid of Indian Industries, the same source 
needs to be sedulously kept out so far as. the shipping industry is concerned. Shif• 
pincr is a National asset, much more than any other industry, both in times of peace 
and war, and should therefore be made to thrive on national resources o~ly whether 
private, public or governmental. 

It is earnestly hoped that the Commission will give their most active and. sym
pathetic consideration to the sucrgestions regarding shippin"' finance offered m the 
'Sections on " Our Charter of :Rights " and " Declaration °of Policy " an<1: m~ke 
favourable recommendations which would supp01t, maintain and expand this v1tal 
national industry to its fullest legitimate proportions. 
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Training of Technical PersonMl of the. Shipping Bertice& q,nd Estahlishment of 
Na?1tical CoUege, Apprentic~~hip, etc.· · ' 

The immediate goal of the Shipping Industry in India as envisaged by th~ 
Shipping Policy Sub-Committee, and the Government in thejr subsequent pronouncE>
mcnt is to reach a gross tonnage of two million tons in the next 5/7 years. This. 
expansion on a large seal~ would naturally necessitate the procurement of suitable 
technical staff to man the steamms. It is not possible to give at this stage an exact. 
estimate of the number of officers that would be required both above and below 
deck. It is, however, estimated that at the very least about 1,500 certified Deck 
Officers and 1,000 certified Engineers would be the immediate demaJ:ld during this.· 
critical period. The Government foresaw this huge demand and to meet it very 
wisely appointed a Merchant Navy Officers' Trainirig Committee under the aegis. 
of the Ministry of Commerce in October 1947. This Committee, under the Chair
manship of Capt. H. L. Davis, submitted its report to the Government on the 20th. 
December 1947. · 

The recommendations of this Committee have been adopted by the Govern
ment and a Nautical College has been established at Bombay to train Executive 
(Deck Officers). The Government have also instituted a Marine Engineering Col
lege at Bombay and Calcutta and there is a proposal to open further Nautical and 
Marine Engineering Colleges at Vishakapatnam and Cochin. These colleges would 
no doubt provide officers to the Merchant Marine in que course of time. This, oi 
course, will not fulfil our immediate needs and to obviate this difficulty the Govern
ment encouraged the steamship owners to take direct apprentices. They alSo. 
started pre-sea training courses for educated young men to be taken up as direct. 
apprentices. · 

It would, therefore, ap~ar that .• adequate provision has been made to supply
to the Industry their requirement m the shape· of Executive Officers and Marine 
Engineers. 

So far as the training of the Deck and the Engine Room Crew is concerned. 
there do not apvear to be concrete proposals from the Government in this behalf. · 

There is, however, no doubt that India has a fine batch of men in their sea
faring community. Despite the fact that a large number of them have to be en
gaged as compared with foreigners, their lower wages more than compensate for 
their numerically high number, leaving a balance in their favour in the bargain .. 
In so far, however, as the charge is well grounded, the fault lies not so much with the 
capacity of the sailor, but with his general condition of insufficient education and 
training. The usual conditions of work, and the general habits and customs of the 
people also do not make for over-zeal or efficiency. Plant and machinery which 
in many cases are worn out or obsolete, naturally do not yield comparable results. 
The continued domination of an alien race for over a century, and ceaseless exploita
tion of the land and its people for another's benefit has engendered a feeling of in
difference which unconsciously colours the thought and work and general attitude· 
of all classes of our ?OOple, Th~ ~Uors, ~har~ that ~~e~t~!}~~ ~ t~~if <?Wll ra.r ~~~ 
apply i~ ~~olJ 'U.IJ.C9P&C~Y ~ thetr w~ They lack flo 1!6~ of ~~ept1t, of mter011tf· 
in their employment ; and so cannOt P'!l~ out ~he best th~t lie8 m them, The war-

, tim~ experience, however, <?f mod~rq ~~1;arpnse est~blishe~ ~ t4is. coqntrY, uri4er 
Amerfca.n mana.gement showed that, ma.n for ma.n, a.nd with 'oomparable conditiori8,. 
the Indian worker was able to Jield the same results as ~is American prototype. 
It gives sufficient ground to hope that, with improving conditions of work, the
Indian sailor would show the same or comparable efficiency as his prototype in other 
countries. 

It is to be hoped that Government will bring out a suitable scheme for th& 
tr!J.ip.ina and education of the Indian seamen at aQ. early d~te. 
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With regard to the absorption of·Apprentices by Shipowners, it would not b1 
Qut of-place to mention that the capa~ity of a ship both as far as the livin(J' quarter: 
and of the lifeboat is ~oncerned is liJ?ited. Shipow~er~ are, therefore~ perforce 
compelled to enlarge this accommodatiOn on thetr ex!Strno' tonnarre at consider. 
able expense to meet the wishes of the Government in this b~half: It would there. 
fore, be fn the fitness of things, if, in the interests of the nation as a whole Govern
mJnt would consider sharing this expense with the shipowners. In considerin(J' this 
suggestion the Government may kindly bear in mind that the shipowners ha;e to 
spend, at the present day rates of wages and prices, something over Rs. 15,000 on 
the maintenance and education of each apprentice, during the period of his apprentice
ship, i.e., four years. This expenditure, of course, is extra to that which the ship
owner has to bear in 1 rqiding living and life-boat accommodation for the appren
tices. 

Whilst on the subject of apprentices, it may be mentioned that various steamer 
companies have their own forms of Indenture. It has been repeatedly brought to 
the notice of the Government that there be a common form of indenture so that the 
:apprentices are attracted equally to all the lines offering this facility. 

Inland Water, Transport Industry and Service 

1\Iaterial Developments have taken place since the end of the war in our water 
carriage industry,-inland, coastal and overseas, which hold out considerable 
promise of a bright future, though the implementation of the policy announced is 
slow and halting. 

Inland waterways had been practically choked by the development of rail
ways and the growth of mechanised road transport. Attention has, therefore, to 
be particularly devoted to this branch of the service as well as the industry on which 

it is base:!. Before the railway came to India, inland water transport wag highly 
developed. The railways proved fatal to this cheap, indigenous form, which has 
not progressed in parallel "'ith rail and road development as in other countries, 
like France, Germany, or the U.S.A. There are parts in the country where river 
or canal navigation is still active. In Madras, the Godavari Canals, the Kistna 
Canals, the West Coast Canals and Bedaranniyam Canals, are still important high
ways for water transport, which provides cheap and ready mode of access to all 
markets. Important waterways are also found in East and West Bengal. Cal
cutta, the largest sea-port in India, depends very considerably for its trade both 
ways upon its waterway communications. About 25% of the merchandise which 
flows into Calcutta from the rest of India is waterborne, of which no less than 63 
per cent comes from Assam. About 32 per cent of the exports is carried by water, 
and of this 72 per cent goes to Assam. The total inland water-borne traffic of Cal
cutta amounts to approximately 45,00,000 tons, of which 34 per cent is carried by 
inland steamers and 66 per cent by country boats. In 1945, 1,04,00,000 passengers 
were carried by steamer service in East and \Vest Bengal. 

Altogether it has been estimated that the amount of boat traffic over Govern
ment maintained channels is in the neighbourhood of 250 million ton miles per 
annum·; barely one per cent of the pre-war goods traffic by railway. It is, there
fore obvious that; as ·matters stand today, inland water transport ·rorms an in&fgni.
fica~t proportion of the'nation's transport services. · But that·cannot 'deriy"the tre-• 
mendous scope for water transport expansion which is available. . 

· As aaainst 45,000 miles· of railroad tracks, the total length of waterways in· 
\rndividel India with perennial streams was about 25,000 miles, comprising 10,000 
miles of rivers and 15,000 miles of canals. Of the former, as many as 6,000 miles are 
navi<Table to a minimum of about three feet draught, and of these about 5,000 
mile; are jn the north~east of India, comprising the provinces of old Bengal and 
Assam. These are worked increasingly by power-driven bo~1.ts of comparatively 

all load and low draught though neither sailirig craft nor' · tuggetl" barges "areJ 



281 

unknown on the rin·rs of India. The basic industry for building such vessels, with all 
their accessories and equipment is in a rudimentary stage, and needs very intensive
ly to Lc encouraged if tho yet unclew·loped resources of the country are to be fully 
exploited and utilised. E\·en for the minor task of repairs India is yet rather poorly 
equipped. The question of improving India's natural waterways is receiving close 
attention of the local Governments. The Central \Vaterways Irrigation and Navi
gation C'vmmi:-:sion is endeavouring to co-ordinate these efforts on a countrywide 
scale and on a multi-purpose basis. 

Conservation of water resources on a multi-purpose basis offers the following 
potential new navigable waterways or the resuscitation of old ones :-

I. Bengal (Ea.st and JV est) : 
(a) A new canal to connect the coal fields of Bengal and Bihar with the 

port of Calcutta. 
(b) Resuscitation of the Bhagirathi route to ·.the Ganges. 
(c) Resuscitation of the inner boat route connecting Calcutta to East Bengal 

to shorten the existing route by 50%. · 
(d) Resuscitation of the river routes to North Bengal as visualised in the 

Tista Valley Project. 
(e) Resuscitation of the old Brahmaputra and Dhalleshwari rivers in the 

Dacca and Mymensingh districts. 

ll. Assam: 
Re,;uscitation of the Dihing, Dihu, Dhansiri and Kalung rivers in Upper 
Assam. 

III. Bihar: 
(a) Resuscitation of the Gandak and Kosi series of rivers. 
(b) Extension of navigation on the Sone river for about 150 miles as visualised 

in the Sone Valley Project. 

IV. United Prot:inc€8 and Central India: 
(a) Resuscitation of the Gogra river which would afford navigation facilities 

up to Fyzabad as in former days. 
(b) Flood control on the Betwa and Chembal rivers holds promise of ample 

discharge in the dry season, to permit navigation on the Jumna from 
Ettawa to Allahabad and on to Calcutta. via the Ganges. 

V. The Narmada and Tapti pass through the Central Provinces and a 
number of States before they join the Arabian Sea in the Bombay Pre
sidency. Investigations are in progress to assess the value of these 
rivers for multi-purpose development including navigation. 

·vi. Possible development of the Godavari, Pranhita, Wardha, and Waiganga 
rivers suggest other main lines of communication and taking-into con
sideration the possible development of the Tapti river ~t .l!lay be found 
practicable to obtain a transcontinental line by connecting the Wardha 
and Tapti rivers. 

\TIt Ori.ssa : 
(a) The Orissa coastal canal between the Hooghly and. Dhaima.rivers, to

gether with an extension of the l\lahanadi delta system to link with the 
:Madras canal system would afford inland navigation from Assam to 
Madras. 

(b) The 1\lahana.di Project visualises the prov!sion .of navigational facility 
on the Mahanadi river to Sambalpur about 300 miles from the sea. 
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VIII. East Punjah, West Punjah, Sind : 

Resuscitation of the rivers Indus, Chenab and Sutlej would restore 
26,000 miles of river communication to their former navigability, but 
the interests of established irrigation may stand in the way of revivincr 
these communications to any extent. "' 

These, when. in full working order, will provide a good supplement to thEt 
roads and railways for heavy, long distance traffic, which cannot bear hi"'h frei"'ht 
rates. The economics of wateP transport have already been examined s~fficiently 
to explain and justify this expectation. The boat-building industry, and all its 
connected or subsidiary industries, actively encouraged and properly developed. 
would offer work to thousands of skilled and unskilled operatives in perennial ship
yards, without counting the still greater scope for profitable employment of ltbour 
and capital in such transport business, fishing, and even the national navy. 

Coastal and Overseas Tran.c;port 

As regards coastal and overseas shipping industry, right up to the eve of the 
World War II, practically all available traffic on the coasts of India was monopolised 
by British and foreign shipping concerns. They had large fleets, wide connections, 
and innumerable ways of keeping up their monopoly. The small struggling Indian 
enterprise, which had from time to time entered the field particularly after World 
War I, was sought to be throttled out of existence in the very first years of its life by 
the many and varied devices at the command of the foreign shipowners. The 
British Government of India supported those outside interests by such aids as postal 
mails subsidies stores carriage, troops transport and passage for Government ser. 
vants on leave, deputation, or otherwise. 

The Indian demand for abolition of some of these devices by legislation, an<.l 
reservations of at least the coastal trade for ships owned, manned and controlled 
by Indian enterprise, was at first strongly opposed and defeated, and then restricted 
by agreement to a small slice of that business. 

During the war, however, and because of the~shortage of freight and the dis. 
proportionate increase in traffic due to the war the advantages of having an ade. 
quate Indian Mercantile Marine were realised, if only to fill up the gap in such an 
emergency left by the foreign shipping. British ships were either destroyed in 
large numbers by mines or submarines ; or diverted to more urgent services as 
auxiliaries to the Royal Navy, transport of troops, stores, equipment and armament 
to the theatres of the war and vice versa. Indian-owned ships were also command
eered for such service. With the acquisition of Independence, India's need 
in this behalf was felt more than ever urgent. The growing consciousness of na
tional self-sufficiency in such essential industries, services or utilities, has intensified 
the demand for increasing a national Mercantile Marine, owned, manned and con
tro~ed by the Indian. 

Coastal Trade of India 

The phrase " The Coastal Trade of India " has history behind it. In shipping 
circles it covers the trade between the parts of India, Burma, Ceylon and Pakistan. 
As is well-known until 1937 and 1947, Burma and Pakistan were parts of onE) 
India and the island of Ceylon was regarded as an adjunct of the Sub-Continent. 
The trade between these four countries can now be called the contiguous coast:1. 
trade of India1 Burma, Ceylon and Pakistan as distinct from the pure coastal trad 
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of the countries concerned. The following table give.s the cargo· tons moved iD 
these trades by British, Indian and Pakistan ships for the year ending 30th J un& 
1949. 

Total 
Trades. Tons. British Indian Pakistan 

I. India-Burma -Ceylon-Pakistan 53,82,355* 29,95,569 19,30,I56 4,56,628 

:!. Inter-India 28,62,314 13,86,2I7 14,38,343 37,754 

3. lnuo-Paki~ tan 8,66,5I4 4,I7,610 I,87,465 2,6I,437 

4. Jndo-Burm a 6,36,I86 5,12,708 I,23,478 .. 
."i. lndo-C't•ylo n . 4.37,962 ·4,0."i.96S 24,696 7,298 

·Ion 3,03,I."i51 1-, 74,46."i 1,28,688 .. 
·i~tl\n 

- 23.721 I6,802 

I 
6,919 .. 

is tun 29,388 I 27,977 89 1,322 

Ltn - 2,23,117 I 53,8~2 I 20,478 1.48,817 

6. Burma-Ct.') 

7. Burma-Pak 

•1 n I !1:!9, t hi~ Hg:m• was 70,00,000 of which mineral oil, which now is nil, accounted for 12 
Jw-.;. 

·'I• lit'''" 111 .vhowili'] tonnage (Cargo J"essds o11ly) primarily emJloyea 1.11 roa.•lal tt·ade by t•ariou4 
bl,irt·i•·~l <"omp,,;,~, Indian M u·rll as non-Indian, pl!Jinr; on the Continent oj India a.• on 
1-11-1 '1/'1. 

OWNED CHARTERED ToTAL 

Xo. of Xo. of Xo. of 
:\am··~ of Compnnifls vess!'ls G.R.T. VI'SSE'Is G.R.T. \.l_ .... SSPIS G.R.T. 

- ·-----1 

IXDIAX CO:\IPA~'"IES: I 
i 

I. Amhica S. ~- Co. Ltd. 3 2,739 2 S,i."ii I 5 11,490 
I 

'l Ulu<r•tt Lin<:>, Ltd. 10 43,647 

I 
10 43,647 .. .. 

3. l'handbali St<:>nnwr Service, Ltd. 2 1,273 .. . . 2 1,~37 

4. CtU"rimhhoy Lalje Sajun .. .. 2 4,St0 

I 
2 4,840 . 

5. Dominion Trading Co. .. .. 1 4.818 I 4,818 

6. Grt>at Ea.~tem Shipping C-o. Ltd. 2 11,535 4 20,52-l 6 32,059 

7. India Facific Xavigation Co. - .. .. 1 5,055 1 5,055 

'L India Stenmship Co. Ltd. .. .. 2 3,972 2 3,972 

9. Jayubharat S. N. Co. Ltd. I 983 .. .. 1 983 

10. 'L•Iahar Rteamship Co. Ltd. I 857 3 9,870 4 I0,727 

Il. 'lt•rdwnt Steam Navigation Co. 2 2,182 .. .. 2 2,I82 

1:!. N•ltional Steamship Co. Ltd. 1 1,648 .. . . I I,6-l'l 

18 M. of Co:n. 
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OWNED CHARTERED TOTAL 

. 
No. or No. of No. of 

Names of Companies vessels G.R.T. vessels G.R.T. vessels G.R.T. 

13. New Dholera Steamships Ltd. 2 6,546 .. . . 2 6,546 

14. ~cindia Steam Navigation Co. Ltr.l. 15 71,929 .. .. 15 71,929 

Associated Companits 

(1) Bengal Burma S. N. Co. (Cargo- 1 4,808 .. .. 1 4,808 
cum-Passenger). 

(2) Bombay Steam Nav. Co .. 9 18,128 .. . . 9 18,128 
(3) Eastern Steam Nav. Co .. 1 967 .. . . 1 967 

15. South East Asia Shipping Co. Ltd. • 2 1,555 .. .. 2 1,555 

16. Swadeshi Steamships, Ltd .. .. . . 1 1,763 1 1,763 

TOTAL 52 1;68, 797 16 59,593 68 2,28,390 
-

BRITISH CO:\IP ANIES. 
17. A~iatic S. N. Co. Ltd. 17 90,068 .. .. 17 90,068 
18. British India ,S. N. Co. (inciud"mg 25 1,29,461 12 84,080 37 2,13,541 

Passenger Vessels). 

PAKISTAN CO:MF AN IES : 
19. East & West Steamship Co. 5 19,919 4 21,144 9 41,063 
20. Muhnmmadi Steamship Co. 4 23,500 3 16,833 7 40,333 

about 
21. Karachi Steam Navigation . 

I 
1 1,877. . . . .. 1 1,877 

GRAND ToTAL 104 4,33,622 35 1,81,650 139 6,15,272 

Statement showing total tonnage owned by Indian Companies 

I 
No. of Vessels Gross Tons 

Emp~:Jyei in Co~8tal trade: 
168,800 C\rgo V3ssels 52 

P<~.Hl"l'~~r ve3s3ls 2 9,200 
Fdr:t'H and launches 21 2,500 

E·nployed in Overseas trade: 180,500 
CJ.~~o: S cindia S. N. Co. 10 70,000 
In1ia S. S. Co. 8 60,600 
Govt. of India 2 14,400 

145,000 
PtH33ngtJr: Scindia 2 17,500 

162,500 

GRAND ToTAL . I 343,000 
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Conferences 

. Conferences are associations of shipowuers intended to provide, along the 
routes served by the members, regular services throughout the year. The first 
conference was started some 70 years ago at Calcutta to serve the trade with the 
United Kingdom. Since then, owing to the useful purpose they serve, both from 
the point of view of the shipowners and shippers, their number has grown and now 
they cover almost all the important trade-routes of the world. The chartered 
tonnage, no doubt, is still available and is operating on various routes ; but the 
amount of tonnage so operating is small as compared with its figures after the first 
World 'Var and even before the second World War. So far as India is concerned, 
the Conferences cover its coastal and overseas trades. The coastal conference 
covers India., Burma, Pakistan and Ceylon of which the first 
three large countries were undivided whole until Burma was separated and 
India divided. The overseas trade of India is covered by conferences/generally 
concerned with the East Coast and West Coast of the country and deal with the 
trades to Australia, Far East, U. K.-Continent and. North and South America. 
Just as the East Coast of India was first covered by the conference, the West Coast 
tra'le may be said to be the last to be so covered. The Karmahom Conference, 
covering Karachi-Bombay-l\Iormugao range, has been formed only recently and 
the 'Vest-Coast America Conference is in process of formation. It is of interest 
to note that at the instance of Government, the Lines of ~hipping Companies 
operating their vessels overseas to U. K. and U.S.A. have been admitted members 
of reApective conferences. 

As is well known the Indian l\Iercantile Marine made its debut in the coastal 
trade where it found its activities largely hampered by, in addition to the rate wars, 
the practice of Deferred Rebates paid by the long established British interests and 
there was naturally a hue and cry agafus:L it, but its force abated after the conference 
membership was thrown open to Indian Companies. In fact the system has lost 
much of its significance since the introduction of the licensing system in the Coastal 
Trade of India. As a result recently the Deferred Rebate System has been ended 
in the coastal trade of the country. Nevertheless the system prevails in the over
seas trades as it enables the shipowners to provide, and the shippers to profit by, 
regular services by fast modern cargo liners running regularly irrespective of the 
seasonal changes in various trades. 

Port Development 

Apart from thf' major ports of Bombay, Calcutta., Madras, Cochin, Tuticorin, 
the K11thiawar ports, and Mormugao, practically all the other Indian ports are open 
roadstreads, without much modern equipment for loading or unloading. Ships 
have to anchor there two miles or more from the shore. In normal times, these 
ports were used considerably by coastal and other steamers and oountrycrafts. 
To cope with the increase of coastal shippings well as for OVf(rseas trade, more har
bours would have to be constructed and smaller ports modernised and developed. 

For a proper development of water-transport-both inland and overseas
terminal facilitie~, in the shape of ports and harbours, with adequate equipment for 
loading and unloading, storage and transport to and from hinterland, is indispen
sable. One of the major causes recent heavy losses by shipping concerns in India 
is excessive congestion in the principal ports. This may be due to labour difficul
ties also. If a reasonable tonnage is economically to do the country's overseas, 
coastal or inland water-transport, Lilese facilities will have to be substantially im
proved, congestion remedied, enforced idleness of available tonnage remedied and 
port dues brought within economical limits. 

It may be added that in the plans that have been made so far, this item has 
occupied no insignificant place. A Port Development Committee, set up in Feb
ruary 1945, emphasised the importance of improving, expanding, and modernising 
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the general facilities at the existing major ports to cope with all f~reseeable traffiC' 
demands. Anti-slump projects of Port Development, to be financed by interest
free loans from the Centre at the ports of Bombay, Cochin, Madras and Calcutta,. 
and other improvement and dev:elopment works, .financed entirely by the port 
authorities themselves, whether from loans or otherwise, amounting in all to ap~ 
proximately Rs. 18 crores, are also contemplated. These works will add consider
ably to the capacity of the major ports, estimated to be about 25 million tons 
imports and exports. 

The Report of the Ports (Technical) Comnnttee recommended major works at 
Vizagapatam, Madras, Bhatkal and Sika. Though the Port Development Com
mittee estimated the capacity of major ports at about 25 million tons, as adequate 
for the anticipated traffic of 22,000,000 tons, immediately after the war, the De
velopment Committee thought " that on the grounds of defence and strategic re
quirements of the country, and the industrial, agricultural and economic develop
ment, which is-sure to take place in the near future, and also in view of the need for 
wider dispersal of port capacity throughout the country, a deep sea port on the 
East Coast, where ships could safely enter at all times of the year and in all weather, 
is a great necessity ". 

Accordingly the task of developing Vizagapatam as a sheltered deep-sea port, 
which can accommodate ships of at least upto 650 feet in length, -with drafts up to 
30 feet was accepted, and the fjrst priority to imp1ovement at the entrance and 
construction of new cargo, oil and coal quays, and graving dock, was granted. 

The partition did not materially affect the scheme for Ports De\·elopmt>nt 
except that two of the major ports,-Karachi and Chithtgong h·we gorre ont of 
the Indian Union. Instead, one major port is to be establi;;hecl at Kawlla in C11tc:h, 
thanks mainly to consideration of a strategic character. 

Shipbuilding Industry 

The place of the sillpbuilding industry in the country's economy cannot be 
overstated. Till such time as we are able to have a well balanced fleet of ships, 
this industry '\Viii help us save a substantial portion of the imports. Thereafter, 
and also in the meantime, our yards can accept orders from foreign countries, w·ar 
and ~far off, and contribute substantially to our export trade. This is apart from the 
freight earnings. 

History records that the shipbuilding industry in India in ancient times was 
the envy of foreign shipbuilders. ODly with the advent of steam and iron 'ships and 
·foreign rule, this industry languished. The various discriminatory measures adopted 
by the British Government made it impossible for even shipping to thrive, let alone 
our shipbuilding. A pioneer venture in modern shipbuilding was made by Scindias 
in 1941, when the foundation stone of the Vizagapatam shipbuilding yard was 
laid by the then President of the Congress, Dr. Rajendra Prasad. 

The idea of constructing a modern shipbuilding yard was conceived by the 
Scindia Company as early as 1919 pari passu with the flotation o( the company. 
Due to the sudden and unexpected death of the foreign shipbuilding expert who had 
been commissioned at the time for this purpose, the project had to be shelved 
temporarily. It was, however, revived in 1933, when efforts were made to locate 
a suitable site first in Bombay, and later in Calcutta. Due to the unhelpful atti
tude of the authorities, both these places had to be dropped, and, after the outbreak 
of the war in 1939, the Scindia Company selected a site at Vizagapatam and estab
lished a shipbuilding yard capable of building modern vessels upto 8,000/10,000 
tons. 

After E>iO'ht years of strenuous efforts, during which the yard was temporarily 
di.slocatoo fo~ a few years due to the indifference of the authorities coupled with 
enemy bombing, the yard has launched three ocean-going steamers, of 8,000 tons 
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each. The company's investments in the yard so far total about 5 crores of 
rupees. 

It must be realised that the shipbuilding industry in India being in an infant 
stage, the cost of new ships constructed here is inevitably much higher than the 
cost of similar ships built abroad. This is due to various causes, among them being 
the .difficulty of procuring the required quantity of steel, trained .labour, etc. As
suming these will reach normal levels in course of time, the point for con8ideration 
is whether it woulrl be an economically feasible proposition for this industry to 
continue building at the present high costs. The alternative is, perhaps, to close 
down the industry. 

In considering these alternatives, the second proposition must be ruled out 
suicidal. As regards the first proposition, it must be borne in mind that all the in
dustries of a country have in their infant stage stood in need of protection from 
Government, and got it. The more so is such a protection needed in the case of a 
shipbuilding industry in view of its international cl).aracter and exceptionally high 
co'lt. The only country in the world which is capable of producing ships at econo
mical prices is the U. K., and that is because the industry of that country is cen
turies old. Even in an advanced maritime country like the U.S.A., the cost of 
building ships is much more than in the U. K. The point to be considered in this 
·Connection is that the shipbuilding industry of the U.S.A. has not been allowed to 
languish merely because of the high cost of construction. The Government of the 
U.S.A. has adopted means by which the industry has been subsidised to the extent to 
which the cost of ships built in the U.S.A. yards could be on a par with that of the 
ships built in the U. K. This example provides a model for the Indian Govern
ment to adopt. 

Administrative ·organisation 

Having considered the growth rtf Indian shipping and the vicissitudes through 
which it has been passing during the last few decades, as well as the means by 
which our shipping could be developed to enable us to have a substantial participa
tion in the overseas trade, we shall now consider the setting up of suitable machinery 
to help us achieve our objectives. 

It is obvious the primary factor which will contribute to the proper develop
ment of our merchant marine is a correct appreciation on the part_ of the Govern
ment and the Commerce of the country of the part shipping plays in our economy and 
in times of emergencies like war. The machinery must necessarily therefore be a 
body constituted by Government and providing representation for both shipowners 
.and commerce. The Reconstruction Policy Sub-Committee of Shipping has re
{!Ommended the setting up of a Shipping Board to be presided over by an indepen
dent Chairman possessing judicial training and having as its members representatives 
of Government, Shipowners and Commerce. The reason for the judicial qualifi
cation appcar8 to have been provided by the fact that the question of shipping rates 
might be within their purview ; but since then rates questions are being limited to · 
ad hoc Rate Tribunals presided over by a judicial officer. It would appear that 
that particular activity need not now be entrusted to the Shipping Board. More
o\·er recently the Government of India have appointed a Director General of Ship
ping, with headquarters in Bombay, who will initiate and finalise all matters con
nected with shipping except questions of policy which naturally continue to remain 
with the Central :Ministry of Commerce. This new establishment must doubt
kss have its hands full with the various activities that have been brought together 
under it8 aegi8. The administration of the ports has yet to be brought under this 
.authority. Moreover the Indian tonnage today, though it is more than double of 
what it was before the World War II, has not yet reached even the figure of 350,000 
tons. So over a million and a half of gross tons has yet remained to be achieved. 
:Moreover the Indian Mercantile Marine of today is largely confined to coasta I 
trading and the whole question of serving India's Mari~ime trade with the country's 



288 

Mercantile Marine awaits development. Under the circumstances, in the opinion 
of the Association, the time has anived for the establishment by Government of an 
Indian Maritime Commission in which the office of the Director-General as also of 
the Inland Water Transport Commission should be incorporated, thus bringing 
under the Commission all the water-borne activities-Inland, Coastal and Over-
seas-of the country. · 

To begin with, the Commission might consist of three members and presided 
over by the Director General of Shipping whose office ~ill be merged into the Com
mission. Of the remaining two members one should be conversant with and have 
experience of shipping and the other member to be recruited should have experience
of the world of commerce. Among the objectives of the Commission would be the
full development of the Inland Water Transport system of the country. As re
gards the coastal and overseas marine, it should see that, to quote the report of the 
Reconstruction Policy Sub-Committee, " Indian tonnage must be enabled, within a. 
very short time, to carry a very substantial portion of India's overseas trade and a 
fair portion of the carrying trades of the world ". That is, it should assist in the 
realisation of the target of two million tons. 

With this aim in view the Commission should consider all means of financing 
and otherwise including subsidies and other forms of State aid etc., required to 
provide India with an adequate and well balanced merchant fleet including vessels 
of all types to provide shipping services on all routes essential for maintaining the 
flow of commerce to and from India. 

Among the functions of the Commission will be administration of all mer
cantile marine establishments, as well as shipping offices at ports, administration of 
ports and lighthouses as well as training ship " Dufferin ", administration of nauti
cal and marine engineering institutions, licensing, control of coastal shipping, ad
ministration of merchant shipping laws and administration thereof, and gmerally 
all matters concerned with the development of the merchant navy of the country 
including those mentioned in the Charter of Rights and Declaration of Policy in the
following pages. 

Intergovernmental JJI aritime Consultative Organisation 

The ·Intergovernmental Maritime Consultative Organization is a specialised 
agency attached to the United Nations Organisation, on the lines of the I.T.O. and 
I.C.A.O., to deal with shipping problems on international level. It emerged out 
of the discussions of the United Nations Maritime Conference at Geneva in 1948 
which was attended by 36 maritime countries including India. The purposes of 
the Organisation are:-

1. (a) To provide machinery for co-operation among Governments in the
field of Governmental regulation, and practices relating to technical 
matters of all kinds affecting shipping engaged in international trade; 
and to encourage the general adoption of the highest practicable 
standards in matters concerning maritime safety and efficiency of 
navigation; 

(b) to encourage the removal of discriminatory action and unnecessary 
restrictions by Governments affecting shipping engaged in international 
trade so as to promote the availability of shipping services to the com
merce of the world without discrimination; assistance and encourage-
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ment given by a Government for the development of its national 
shipping and for purposes C'f security does not in itself constitute 
discrimination, provided that such assistance and encouragement is 
not baaed on measures design£-d to restrict the freedom of shipping 
of all flags to take part in international trade ; 

(c) to provide for the consideration by the organisation of matters concern. 
ing unfair restrictive pnctice s by shipping concerns in accordance 
with Articles 2, 3 and 4: ; 

(d) to provide for the consideration by the Organisation of any matters 
concerning shipping that may be referred to it by any organ or Specia
lized Agency of the United Nations; 

(e) to provide for the exchange of informatiorr among Governments of 
matters under consideration by the Qrganisation. 

2. The functions of the OrganMation shall be consultative and advisory. 

3. In order to achieve the purpose set out in Article I, the functions of the 
Organisation shall be : 

(a) subject to the provisions of Article 4, to consider and make recommenda
tions upon matters arising lmder Article 1 (a), (b) and (c) that may be 
remitted to it by members, by any organ of Specialized Agency of 
the United Nations, or by any other intergovernmental organisation 
or upon matters referred to it under Article 1 (d) ; 

(b) to provide for the drafting of conventions, agreements, or other suitable 
instruments, and to recommend these to Governments and to inter· 
governmental organisations, and to convene such conferences as may 
be necessary ; 

(c) to provide machinery for consultation among members and the exchange 
of information among Governments. 

4. In those matters which appear to the Organisation capable of settlement 
through the normal processes of international shipping business the Organisation 
shall so recommend. When, in the opinion of the Organisation, any matter con
cerning unfair restrictive practices by shipping concerns is incapable of settlement 
through the normal proceflses of international shipping business, or has in fact so 
proved and provided it shall first have been the subject of direct negotiations between 
the 1\lembers concerned, the Organisation shall, at the request of one of those 
Members, consider the matter. 

Before examining the purposes enumerated above, we must bear in mind that 
Indian shipping is in an extremely undeveloped state and that the leading maritime 
nations of today have had substantial national support and encouragement in a. 
variety of forms before they attairled the position they now occupy. Among the 
many methods adopted by these countries are granting of subsidies and bounties, 
extending 'financial assiRtance by cheap loans etc., giving preference to national 
ships for tho carriage of cargo owned or controlled by Government, stipulating in 
Lilatcral trade agreements that preferential utilisation should be made of the ships 
of the contracting parties, and so on. India has not so far adopted any of these 
methods except stipulating in two or three recent bilateral trade agreements that 
the ships of the contracting parties should be utilised as much as possible for the 
carriage of the cargo covered by the agreements. This does not carry us far ; 
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without active assistanc.:- from Government, it would be next to impossible to 
develop national ~hipping. 

Let us now examine the purposes of the Convention and see whether as'!i&iance 
e~tei?ded by governments, for the development of. their national shipping comes 
w1thm the scope of the E\100. The main purpose of the DICO is to enconrago the 
r~moval of _discriminatory action and unnecessary restrictions by Governments 
affecting shi~1ping engaged in international trade so as to promote the availability 
of shipping services to the commerce of the world without discrimination. Obviously; 
financial help extended by Governments does not constitute discriminatory action, 
nor do the steps taken to reserve co3,;;;tal shiupinO', for the DICO is concerned only 
with international trade. Will preference given "'by Government to national ships 
for the carriage of cargo owned or controlled by Government be con;;;truecl as dis
crimin~tion? It should not be, for it has been a re::!CJgnisJ:l practice in maritime 
countnes for national shippers to give preference to national ships. So far as 
Government cargo is concerned, Government is certainly in the position of a shipper 
and has the right to choose its tran'!port. Such choice, therefore, cannot be construed 
as discrimination by any stretch of the term. ·Besides, it helps the conservation of 
foreign exchange resources which should be the aim of any country. 

Coming to another aspect of the matter, it may be that for the development of 
national shipping some kind of discrimination and restrictions will be necessary. . The 
IMCO recognises that assistance and encouragement given for the development of 
its national shipping and for the purposes of security does not in itself constitute 
discrimination. The Convention visualises only the removal of unnecessary restric
tions. This means the restrictions which may be necessary for the development of 
shipping may be adopted. Besides the IMCO, by advisedly using the word 
4 'encourage", recognises that it would be difficult to remove all discriminatory actions 
forthwith. Evidently, even discrimination and unnecessary restrictions now 
practised by some governments are to be removed only gradually. 

We do recognise the existence of a provision that such assistance and encourage
ment (given by Government) should not be based on measures designed to restrict 
the freedom of shipping of all flags to take part in international trades. This, how
-ever, will be largely determined by day to day events taking place in international 
shipping. We are all aware that the U.S.A. ha,-e stipulated that not lesil than 
fifty per cent. of the Marshall Plan cargoes should be carried in American bottoms 
and at the recent conference of the International Chamber of Shipping held in 
London, this was not regarded as discrimination because they were regarded as "in 
the nature of gift." There are also instances of other countries (e.g. France) making 
it a condition in their import licences that preference should be given to national 
ships for the importation of cargo covered by such licences. Taking these into 
eonsideration, it can be argued that preferences given by Government to national 
ships for the carriage of govemmfnt cargo and even other cargo as well, will not 
eonstitute discrimination. 

Again, the expression "to take part in international trade" does not necessarily 
inean that foreign shipping has a right to take full or part cargo from every port. 
"Freedom of shipping" can only mean that there should be no restrictions on shipping 
-entering or clearing from· international ports, with or without cargo. 

Considering all these factors, we must, in ratifying the Convention or other~se, 
assure ourselves that a proper interpretation would be placed upon the ConventiOn 
.so that our Go\'ernment would be free to take all reasonable steps to develop our 
much needed national shipping. If, however, there is the remotest chance of these 
steps being regarded as contrary to the letter or the spirit of the Convention, the 
duty of the Indian Parliament is clear, namely, to decline to ratify the DICO 
Convention. 
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PARTV 

DEcLA.RAnoN oF PoLICY AND CHARTER OF RIGHTs 

As already expounded in the earlier parts' of this Memorandum, Ship-owning 
and Ship-building are not only industries within the limited scope of the meaning 
of that expression, but they are essential services of vital importance to the 
existence of the Nation during ~he times of peace and particularly so during the 
times of war. In the political sphere our country has reached its cherished goal_ 
of Son•reign Republic State. If that State to be maintained powerful, prosperous 
and conforming to the ideals of democracy, it is necessary that the ship-owning and 
ship-building inrlustrics should attain an t)qually strong and independ&nt state. 
Having sun·cyed in the foregoing pages the history and d~velopment of the shipping 
enterprise in India, its handicaps and disabilities, its prospects and potentialities, 
we shall now submit, for the considerat~n of the Fiscal Commission, what we believe 
to be the inherent Rights of the Shippmg and Shipbuilding Industries in the future 
plan of the nation's economy. In an earlier section of this Memorandum we have 
referred to the Declaration embodied in the :Merchant Marine Act, 1936, of the 
U.S.A. The Indian shipping and ship-building induatries firmly believe that 
a similar Declaration require to b\3 made· by the National Government of India. 
forthwith, the same being subsequently embodied in the new Indian Merchant 
Shipping Legislation which the Government of India are understood to have in 
hand at the moment. The industry-gives the pride of place to this Declaration in 
thoir Charter of Rights which they desire to record herein, and which they trust the 
Commission will recommend to the Government of India for promulgation at the 
earliest moment. \Ve give the Declaration below as we would like to see it pro
mulgated by the Government. 

Dellamtion of Policy 

"It is necessary for the national defence and development of its foreign and 
·domestic commerce that the Union of India shall have a merchant marine-

(a) sufficient to carry its domestic water-borne commerce, and a substantial 
portion of the water-borne export and- import foreign commerce of 
the Union of India, and to provide shipping service on all routes 
essential for maintaining the flow of such domestic and foreign water
borne commerce at all times; 

(b) capable of serving as a naval and military' auxiliary in times of war or 
national emergency ; _ 

(c) owned and operated under the flag of the Union of India by citizens of 
the Union of India; and · 

(d) composed of the best equipped, safest, and most suitable types of vessels, 
constructed in the Union of India and manned with a trained and 
efficient citizen personnel, as far as possible. 

It is hereby declared to be the policy of the Union of India to foster the develop
ment and encourage the maintenance of such a merchant marine. 

Ch'.lrter of Rights 

(1) That the Shipping Industry must be encouraged in all possible ways to 
achieve the target of 2,000,000 in a period of five years; 

(2) That their way to progrel"s be made smooth and fair by the Government 
and that no impediment in whatever shape or form be allowed in the way of that 

. achievement ; 
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(3) That the Industries be granted every facility to acquire more tonnage by 
the Government of the country coming to their aid in the form of-

(i) _Construction subsidies. 

( ii) Construction loans. 

(iii) Instituting hire-purchase system by which the Government buys the 
ships in the first instance and sells them to the shipowners. 

(iv) That the shipowners be allowed and given every assistance in chartering 
tonnage to enable them to expand the sphere of their operations. In 
this respect the Government, if they so desire, can purchase a fleet of 
their own ~nd charter it on bare boat terms to ship-owners. 

(v) That tge shipowners be given an exemption from income-tax for the 
period of first five years to enable them to consolidate their position 
and build up reserves; like Italy etc. 

(vi) (b) That the shipowners be given an exemption from income-taxes on 
the profits ploughed back into the industry. 

(vii) That the shipowners be given operation differential subsidies. 

(Viii) That the shipowners be assisted with postal subventions, carriage of 
goods on Government account and carriage of troops and Government 
personnel. 

(ix) That the ship-building industry be established in this country on a firm 
footing and that the old and new entrants be given facilities to pur
chase Government-controlled raw materials at a minimum fixed 
price. 

(x) That the shipbuilders be given constructic,n differential subsidies where 
their cost of building ships are higher than those prevailing in U.K. 

(xi) That the shipbuilders be offered every assistance, financial as well as 
technical, not only to start and maintain the main industries, but 
also to start and maintain the ancillary and auxiliary industries so 
necessary for the shipyards of the country to become entirely inde
pendent in the production' of their products. 

(xii) That, finally and in the main, the ship-owners and the shipbuilders in 
the country look to the Government to consider the question of pro
duction and acquisition of tonnage as one of the most urgent problems 
of the day so that the Nation would have an adequate mercantile 
marine at the earliest possible moment. 

I mpl!ementation of Policy and Rights 

It has already been recognised by the Government that this country must 
adopt a dynamic policy which Ehould have as its objective, the attainment of a 
strong independent mercantile ,marine able to carry-

( a) the whole coastal trade of India. 

(b) 75% of the near trade. 

(c) 30% of the Far East trade carried by Japan during the pre-war period; and 

(d) 50% of the India's Overseas trade; 
and to achieve this object the industries recommend that the undermentio~ed 
policy be immediately adopted by the Government and published as their Declaration 
of Policy in respect of these two industries as under: 
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. ~e~eas th~ Government find it expedient that the ship-owning and the ship
buil~g mdustnes .be placed on a war-time footing of service and production to· 
a.ch1eve a free and mdependent mercantile marine sufficient to safeguard the needs
of the country during the time of peace and war. Now therefore it is hereby declared 
that: 

(1) Acquisition of tonnage be expedited.-It has been laid down that the Indian 
Mercantile Marine should expand within the next five to seven years to 2,000,000· 
gross tons of shipping. With this aim in view the Government sponsored the Ship· 
ping Corporations on 3rd November 1947. Since that date, only one Corporation 
has come into being, and the other two may take some time for incorporation. It· 
is, therefore, decided that other measures be adopted to reach the target figure,. 
mentioned above. The methods to be employed are:-

(a) Repayable loans to Shipowners.-The State shall advance loans to com
panies for the purchase of ships on the following terms:-

Period 25 years. 

Interest 

Repayment 

Security 

Free of interest ·for the first 5 years. 
3% per annum from the 6th year. 

By yearly instalments of 1f20th of the loan. 
amount, instalments starting from the 6th. 
year. . 

The ships purchased from the loan to be pledged 
to the State. 

(b) Hire-purchase sy~tem.-The State may purchase ships and sell them to the 
shipmvners on a hire-purchase system: 

Period .·10 years. 
Interest 3% per annum. 
Ammortisation 1f10th of the purchase price per year. 

(c) Bare Boat Oharter.-In this instance, the Government shall at all times 
remain the sole owners of the steamers. They shall purchase the
necessary tonnage and charter it out on bare boat basis to the ship
owners. The conditions would be that the Government shall levy 
from the shipowners the depreciation calculated at the normal rate, 
the insurance premia and the interest at 5% per an.J?-um OJ?- cost. of 
the ship. The shipowners shall run the steamers as thmr own mcurrmg 
all operational costs and all maintenance and repair charges; and also 
shall maintain the steamers in Class. 

(d) A.~sistance to Shipowners building new ships in India o~ abroad.--;-T~e 
Government shall help such shipowners with constructiOn boun~1es ~ 
the ships are built in India andfor loans against the cost of ships, 1f 
built abroad. 

(2) The following safeguards be provided for the coast trade:-

(a) The whole of the coastal trade of India shall be reserved for Indian ship
owners only. 

(b) Pending the acquisition of tonnage required in (a) above:-

(i) Non-Indian Shipping, whenever it be necessary to permit it to ply~ 
the coastal trade in the interest of the country, to be allowed to parti
cipate in the coastal trade on short-term or voyage licences. 
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(ii) Only charters by Indian Companies owning ships shall be licensed to 
ply on the coast. . 

(c) Freight rates shall be standardised forthwith and to achieve this object 
the Government shall nominate a Committee of Experts shortly. If 
the CommittPe happens to arrive at the conclusion that the freight 
~ates be increased, pending the acquisition of tonnage as mentioned 
m (a) above, the Government shall pay a differential bounty to the 
Indian owners rather than increase freights. 

(3) That the following safeguards shall be provided for the Overseas Trade :
(a) By lending their good offices, in case of need, towards securing for Indian 

Companies, admission to existing Conferences operating in Indian 
Overseas trades. ~ 

.(b) By granting operational subsidies (as in U.S.A.) to Indian Companies 
against their operating costs if higher while operating in Conferences; 
the operational subsidy to be increased suitably when Conferences 
break up andfor rate-wars are started and Indian Companies are 
faced witlL competition from foreign shipping. 

{c) Government shall help Indian Companies operating in the country's 
foreign trades by shipping per Indian ships all Government stores 
and Government-controlled cargoes and also by requiring Government 
personnel to travel by Indian ships .. 

(d) Mail contracts shall only be given to Indian shipowners. 

(4) The following safeguards shall be provided for the shipbuilding industry:-
(a) The Government recognise the necessity of having public co-operation 

so far as this vital industry is concerned and therefore they propose 
to help the Vizagapatam Ship-yard to reduce their cost of production 
by all means, fiscal and non-fiscal, as also by giving them construction 
bounties. 

(b) The Government shall help existing ship-yards by allowing duty-free 
importation of materials and machinery with high priorities, and by 
granting relief from income and other taxes; the Government shall 
help new yards by granting them-
(i) free long-term lease of land; 
(ii) construction bounties; 
(iii) loans; 
(iv) relief from duties and taxes. 

(c) The Government shall welcome private enterprise to establish ship· 
building yards in other parts of the country and shall, if required to 
do so, contribute towards the capital of the Company. 

(d) The Government shall declare special rates for raw products required by 
the' ship-building industry, like steel and coal, and shall levy o~y 
minimum transport charges from their respective mines to the ship
building yards. 

(e) The Government shall help the industry by obtaining for them the 
services of foreign experts till such time as Indian technical personnel 
is trained. 

(f) The Government shall encourage private enterprise ~o b~l~ up .ancillary 
and auxiliary industriPs so necessary for the sh1p-buildmg mdustry. 

In short, Government declare that they shall do all within their power to 
~stablish and enhance the progress of these two industries in the country. 



APPE~""DIX I 
Statement showing India's Exports and Imports of .Merchaildi8t and 'l'rwsurc fur thefol!otcing years in value (Rs. '000) 

I TOTAL !.\!PORTS TOTAL EXPORTS 

Year i 
1\Iorchandise Treasure Total :\I ere han elise Treasure Total 

--

\923/24 237,18,42 53,20,40 290,38,82 36:1,37 ,tl4 3,67,33 367,04,97 

1928/29 263,39,80 37,2!:1,42 300,59,22 33!J,1J,07 6,35,31 345,50,38 

\933/34 . 117,30,45 1,96,15 119,26,60 151,17,16 63,56,38 216,73,79 

1937/38 177,22,09 4,71,25 181,93,3,! 189,76,3!'1 19,76,70 209,53,09 

1938/39 152,36,09 .. 152,36,0!) 189,21,52 .. 169,21,52 

1939/40 165,29,21 .. 165,29,21 213,57,44 .. 213,57,44 

1940/41 . . 156,29,21 . . 156,96,8!) 198,69,66 . . 198,69,66 

1941/42 174,74,75 4,33,62 179,08,37 254:45,32 12,2Q,58 2li6,65,90 

1942/43 116,70,94 62,78 117,33,72 195,17,63 10,79,66 205,97,29 

1943/44 132,73,22 3,66,93 136,40,14 211,09,23 5, 71,94 216,71,17 

1944/45 231,93,86 24,46,42 256,40,28 228,98,25 5,18,55 234,16,80 

1945/46 292,33,26 8,40,79 300,74,05 266,42,89 7,41,71 273,84,80 

1946* . *316,38,00 .... 316,38,00 305,71,00 . . 305,71,00 

1947/48@ ' 445,88,00 21,06,00 466,94,00 408,24,00 2,00 408,26,00 

1948/49@ 518,00,00 80,00 518,80,00 422,82,00 1,00 422,83,00 

• F1}sures for 1946 are taken from the Report of the Currency and Finance for 194 7-48 and are for the calendar year, 
~ Figures for 1947-~8 and 1948-49 are from the Reserve Bank of India. Bulletin, June, 1949. 

Balance of 
Trade 

+76,66,15 

+44,81,16 

+97,47,10 

+27,59,75 

+16,85,43 

+48,28,23 

+41,72,77 

+87,57,53 

+88,63,57 

+80,41,02 

-22,23,48 

-26,89,45 

-10,67,00 

-58,68,00 

-95,97,00 

- -· 



APPENDIX. Ii 

Summary oj the vatues oj the Exports and Imports of Merchandise from the British Empire and Foreign countries. 

(Rupees in Crores) 

i i923·24 I 1933-34 1938-39 1940·41 1941·42 I 1945-46 11148-49 

. --· -- ---·--------
t~~-~~~t~-~~r~~ Impor:_ Exp~:_ Imports Exports Imports Exports Imports Exports I Imports Exports Imports EXpOrts 

------.- ----------------------- ------------
~Value ! "/o Value % l Value % Value % 

• 
Value % Value % Value % Value % Value % Value % Value % Value % Value % Value % 

I ·.···----------1------------- --------- ----
CLASS I I Food, Drink and 30.39 18 89 15 25 12.24 10 36.02 25 24.00 15 39.13 3.24 23.81 14 41.70 22 27.89 16 58.59 25 22.27 9 54.31 23 91.98 17 87.55 21 Tobacco 

CL.SI II 

Ra" Materials 18 92 
and Produce and 

8 185.02 55 15.21 14 69.88 47 33.18 22 73.29 45 42.10 27 61.86 32 49.99 29 65.38 27 ·116.86 48 60.81 28 126.93 25 98.64 24 
Articles unma· 
nuf.,ctured. 

CLASS III 
Articles wholly or 174.65 77 

mainly m&nufac 
71.92 20 85.21) 75 39.89 27 92.79 61 47.61 30 89 51 5S 81.18 45 93.54 54 109.26 47 101.61 41 111.89 I 7 294.52 •58 234,79 55 

turPd. 

CLABB IV 

Living Animal~ , 0.19 .. 0.26 .. 0.28 .. 0.09 .. 0.30 .. 0.08 .. 0.05 .. 0.07 .. 0.02 .. o.os .. 0.03 .. 0.27 .. .. .. . . .. 

cuss v 

t.10 
Postal Artir!Ps 8.44 2 2.46 .. 2.40 1 1.34 1 2.07 2 2.66 1 1.49 1 2.05 1 1. 70 1 4.25 1 2 5.60 2 .. .. ... .. a!'1 Ba~otgage no 

l ' Bpecifled. 

518.00 'iii01422.'821o0 ~27 .61
1100 --~- 115.35 iOo 147.25 100 152.36 iOO ----f----1100 --------------348.83 100 162.79 100 156.96,100 186.68 173.151100 237.56 100 ,J44. 85 100 1241.90 100 
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APPENDIX Ill 

Total Area and Production of all Major Food Grains-Rice, -Wheat, Barley, Gram, 
Jowar, Bajra. ar:.d Maize in India 

AREA PRoDUCTION 
(million acres) (million tons) 

1931-32 166·9 50•1 
• 

J941-42 156·5 45·7 

1942-43• -160·0 42·2 

1943-44 ·153 ·0 43·4 

1DH-45 169·0 43·4 

1945-46 . 160·2 39·2 

N.B.- • From I 042-43 onwards the figureH given above relate to Indian Union alone. 

(Figuros takAn from the volume onlCrops-Plnnning and Production!of the National Plan
ning Committee SeriAs). 

Comparing the production in the Indian 'Union during 1947-48 ~th the average 
production for five years ending 1946-47 in respect of Rice, Millets, Maize, Wheat 
and Barley, we find that it ha~ declined including both States and Provinces to : 

Rice • 95 ·5% WhAat 94·5% 

Jowar 92·4% Barley 95·1% 

Bajra 84·4% l\Iaize 92·3% 

Gram only shows an increase to 106.6%. 

Total production (including Hyderabad) in all the major foodgrains in-1946-47 
(JOIDes to 39.5 million tons, and in 1947-48 it comes to 40.4 million tons. 

This has been supplemented as follows:-

From April1945 to March 1946, 9.31lacs imported at the cost of 26 crores. 

From April1946 to March 1947, 26.58lacs of tons at the cost of 88.70 crores 
involving a subsidy of 20.59 crores were imported. 

And from April1947 to Dec. 1947, it is estimatt'd to be 19.12lacs and the cost 
is estill'ated to he 77.97 crores and subf:idy to be 17.35 crores. 

In 1948, the Import was over 27 lacs tons, while in 1949, it is estimated to b~ 
-over 40 lacs of tons. 
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APPENDIX IV 

AGRICULTURAL AREA 

1931-32 1941-42 1942-43 1943-44 1944-45 1945-4~ 
(In million acres) 

1. Net Area Sown 228·8 213·2 171·8 173·8 174·0 170·8 

2. Irrigated Area 48·7 56·7 36·8 37·5 33·2 39·2 

3. Total Food Crops 216·3 195·8 153·0 157·0 172 ·0 169·3 

4. Total commercial crops 39·2 50 ·1 32·7 33·3 30·0 30 ·1 

Total area under Food and 
non-food Crops 255·5 245·9 185·7 190·3 202·0 199·4 

Since the year 1942-43, the figures for the Indian Union and Pakistan have 
been compiled from a publication of the Economic and Statistical Adviser, Direc
torate of Economics and Statistics, 'Ministry of Agriculture, Gc,-nrrrr~mt CJf Ir;clia, 
entitlecl "ESTIMATES OF AR.EA AND YIELD OF PRINCIPAl. CROPS IN 
INDIA 1936-1946", and therefore figures frcm 1942-4.3 cr."\"lliH:s ne fer Jn1ian 
Union only. 

Total Food Grains inciude rice, wheat, barley, jowar, bajra, rag:i, maizP, gl'am 
and other grains and pulses except for the years 1941-42 to 194.'5-46 whic:h c~o not 
include other grains and pulses. 

Other food crops include fruits, vegetables, condiments, spices etc., but no 
figures are available in respect ofthese items for the years 1941-42 to 1945-46. 

Non-Food Crops include oilseeds (sesamum, rape and mustard, linseed and other 
oilseeds), coffee, tea, cotton, jute, other fibres, indigo, opium, tobacco and fodder 
crops Figures relating to other filres, i:1digo, opium, fodder corps are not available 
in respect of the years 1941-42 to 1945-46. 



APPENDIX V 

YIELD OF PRINCIPAL CROPS 

(Figure8 in '000) 

Indian Union only 

1931-32 1941-42 1942-43 1943-44 1944-45 1945-4G 

Hiee . (Tons) 33,001 25,331 18,377 20,357 19,130 17,983 
\\'heat .. 9,024 10,037 6,819 6,260 6,791 5,860 
Jowar .. 6,363 4,708 6,367 5,459 4,67i 
Bajra .. 3,{))7 3,134 3,095 3,008 2,589· 
Muize .. 2,015 1,978 1,911 2,153 2,02~ 

H.agi .. 1,845 1,771 1,764 1,638 1,170 
Burley ., 1,991 2,029 1,896 2,129 1,9571 
Grum .. 3,131 3,416 2,763 3,140 3,029! 
Sugarcane .. 3,975 4,371 4,370 4,969 4,614 4,430, 
Total Oilseeds • .. 4,331 4,541 3,782 4;216 4,652 4,116, 
Cotton (bales of 400 lbs each) 4,678 6,223 2,590 3,061 1,920 1,858. 
J~te 5,542 5,460 1,746 1,541 1,236 1,666, 
Rubber . (Jbs.) 20,117 ... 
Indigo (cwts,) 10 

Tea • (lbs.) 394,083 501,087 490,021 497,003 447,904 501,661 
Coffee 

" 
33,614 35,772 32,514 34,180 34,600 50,40~ 

Tobacco . (Tpns) 491 278 240 :ilo 312. 

~~~~--·-· 

Figures for 1931-3~ IH'e tl!~_eq_ f!'om. th.!! 5~~.t4ltjcal .'\,bstract for British India J927 -28 to J936-37 (Est~mated Yield pp. 458-459). 

Figures from 1941-42 are t~J,~e~ fr<:im '1E;stimates of Area and '¥ield of frineipal Crops in India, 11)36-i6," is,s~ed by the Economic and Statistical 
Adviser, April 1948. 

Fl'om 19!2-~3 onw!lr<ls the fig~Ue-'t given;M@ for lndiM~ UJliQn ~on~; 

1':1 .. 
<0 

·CQ 



APPENDIX Vt (a) 

Sutntnat-y of tAe tJttlue of the EXI ORT S of ltzdian m£rcltandise to the British Empire nnd jore1'g"" cOtt'htrieB. (in lls. '000). 

1923·24 1928·29 

Rs. Rs. 

L-.l'ood, Drink and Tobacto-

FlBb (excluding canned IIEb) 6,284 7,824 

Fruits and vegetables 7,178 9,616 

Graln,Pulse and Flour 6,08, 716 8,36,942 

llquora 18 1 

Provisions and Oilman st.ores 6,036 6,448 

Spices 11,086 16,880 

Sugar 9,697 648 

Tea 8,16,461 2,66,044 

Other food and Drink 15,766 17,116 

Tobacco 10,297 12,047 

Toto I • I 8,01,587 6,7ll,866 

11.-Raw MateriaU anrl Pro• 
dUcll and articlu Main/11 
Manufactured-

Coal 2,230 7,132 

Other non·metnlllc rnlnlnrr 10,718 9,244 
and <tuarry x•rod ucts and 
the Ilk e. 

Fodder,llran and Pollards. 12,846 14,493 

Gums,ltesh,s and lac 91,894 84,608 

Hides and BklnP, raw or un· 
dres~otd. 

69,826 95,698 

Metallic ores a~d scrnp,lron 
or ~teel for re-wanufacture 

23,888 20,901 

Olls-Vel!etu!Jics, Mh>eral 
and Animal. 

20,008 8,668 

193S·3 4 

R s. 

4 

9 

1,17 

2 

7 

1,98 

10 

0 

,487 

,906 

,480 

12 

,812 

,220 
I 

238 

,450 

,248 

,380 

.230 

,718 3 

II ,227 

4, 

26, 

42, 

604 

051 

633 

20, 634 

li, 724 

l 
I 

-· 
1038·30 1939·40 

Rs. Rs. 
I 

6,020 6,071 

22,686 23,004 

77,412 50,882 

63 127 

5,932 7,085 

7,866 10,793 

2,418 796 

2,32,906 2,63,060 

6,617 7,832 

27,563 25,281 

3,01,392 3,06,62:l -------

13,206 18,926 

12,076 18,7!'9 

806 4~0 

15,010 22,247 

38,467 41,130 

16,723 22,!\18 

10,387 13,747 

.. --...... 
1940·41 1041·42 '1942·43 1943·44 1944·46 !946·46 

Rs. RB. Rs. 
I 

Rs. Rs. R•. 

t 6,816 6,019 (7,829 15,538 22,679 26,635 

24,402 30,914- 19,706 22,756 45,914 700,446 

60,080 10,408 l69,328 23,082 12,324 27,887 
' 124 230 46 48 67 143 

7,308 f 7,936 5,992 5,849 2,482 2,013 

7,552 11,302 19,410 14,481 r 11,145 80,879 

2,720 3,178 10,796 4,227 I 3,172 2,891 

2,77,861 3,58,812 3,19,104 3,78,582 8,73,456 3,66,452 

2,8e6 4,360 5,260 7,006 2,908 2,673 

2R,765 22,001 14,1120 7,646 14,001 23,530 

4.17,000 5.86 866 4,72.885 4.79,212 4.87.838 5.43.064 

., 

18,464 14,611 8,554 2,108 2,2?7 2,448 

16,087 31,348 28,017 20,107 8,892 24,918 

562 641 715 io6 812 180 

25,062 54,401 32,866 29,262 47,470 40,618 

31,805 47,746 83,836 41,284 80,864 60,081 

18,322 20,149 23,2h0 22,888 11,128 11,1!611 

24,012 26,372 18,684 8,818 10,557 17,108 



tJ.:..kea of all kinds • 

Pa per making mntellals 

ubber raw;or crude • R 

Be eds,lncludiu~: nuts for oils 

allow, steariue and wax T 

c 
J 

8 

w 
0 

w 
M 

otton, ruw and waste 

ute . 
Uk . . 
ool 

ther textile materials 

ood and Timber 

lscelluncous • 

Total 

. 

xn • A rtidu ul•ollll or mainlv 
m anuj~lllrea: 

A pparel 

Arm~ Ammunition and 
Ml tary l:i t.orce, 

Chemicals, drugs and medl· 
cines, 

Cutlery, Hardware, Imrie· 
· mente and Instruments 

(exel. elec, Instruments 
and ApparatUJJ),I 

Dyes and colours 

:rurnlturP., cablnetware and 
manufhcturea ofwood and 
timber. 

Glasa and Earthenware 

Bides and skins, $nnned or 
dressed and leather. 

Machinery of all kinds, In· 
eluding belting for mach!· 
nery, 

ll o r I ,41 J 

7 

11,440 

2,0:!,172 

2,242 

9,95,143 

2,00,006 

6,021 

81,749 

7,601 

12,467 

27,666 

18,50,260 

2,964 

11 

82,6211 

1,451 

13,645 

797 

2811 

60,077 
I 

1~1 I 

Meta'-Iron and Steel 1 
and Manufactures thereof I 

13.071 I 
I 

Paper, PaRteboard and j 
atatlonery, 1141 

as,41s I lU,-li:! 

Htl 207 

19,o,;:; 3,118 

2,96,2o2 1,36,615 

797 270 

6,66,910 2,79,147 

3,23,492 1,09,327 

2,781 248 

48,854 10,838 

8,756 3,729 

17,489 8,221 

25,0111 13,084 

17,02,702 6,118,824 

2,i"7 2,411 

1 .. 

21,667 11,4211 

1,6811 978 

12,830 8,142 

486 209 

252 1511 

94,432 58,208 

66 53 

21,295 10,672 

1211 I :&26 

3U,l:20 :!o,V:..::.! 3,416 

543 5::!4 701 

7,158 9,376 9,189 

J,50,n2 1,1>'~,1153 I ,00,492 

327 322 492 

2,46,665 3,10,415 2,44,656 

1,33,967 1,80,333 78,460 

238 460 265 

2n,868 32,249 16,4111 

7,208 8,721 7,629 

1,8411 1,708 2,386 

17,253 20,374 15,770 

7,32,917 8,59,857 6,18,645 

3,432 4,848 6,809 

4 1 .. 
4,405 6,697 6,546 

4,237 4,702 6,403 

7,211 8,875 7,558 

828 746 261 

247 282 728 

52,768 76,050 69,854 

330 354 605 

30,207 89,940 40,408 

1,276 1,766 4,110 

3,744 6,1411 1,40 

786 4611 658 

7,277 626 1,709 

1,04,416 1,05,176 1,11,402 

716 761 202 

1,75,410 63,056 74,879 

1,04,172 90,167 88,291 

045 1,411 672 

26,034 12,012 17,182 

9,667 6,320 6,732 

1,908 1,381 967 

14,551 15,710 15,615 

11,53,7!:!8 4,27,660 4,48,061 

7,41\b 6,601 - 4,098 

11 1 2 

0,613 6,852 6,633 

7,277 • 2,673 2,266 

6,940 8,606 3,417 

288 170 245 

1,284 738 760 

60,260 47,606 43,840 

646 690 762 
I 

27,613 14,479 10,540 

8,9811 647 680 

u 
81 

6,UO 

1,05,a35 

170 

.77.017 

75,001 

637 

22,766 

7,047 

1,343 

16,886 

63,423 

6,27 

1 

4,066 

2,623 

6,026 

435 

1,172 

42,122 

339 

9,008 

8,008 

H 

808 

(3,580 

145,127 

102 

1,60,062 

1,68,369 

682 

St1,6ll1 

6,128 

2,908 

28,804 

11,98,1411 

3,980 

8 

8,024 

8,887 

6,5111 

671 

1,772 

64,7811 

689 

2,180 

8117 

w 
0 ..... 



APPBI'-lviX VI (a)-Continued. 
Summary of the val·ue of the EXPORTS ro merchandise consigned from the British Em?ire and foreign c~untries. (in Rs. '000) . 

. . . -

1923·24 11128·29 1033·34 I 1938·39 10311·40 11140·41 11141·42 1942·43 1943·44 11144·45 1945·46 

Rs. RB. Rs. RB. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

1>f•·~al• other than Iron and 21,371 37,1!17 23,505 2,175 1,916 2,490 3,468 1,538 2,047 5,013 2,080 
Hlt·t·l and Jna.uufa.cturf"s. ' 

Rallwuy plaut aud rolling 'Hi4 .. .. .. .. .. .. .. .. .. .. 
~tm·k. 

Rubber Manufactures 411 13 1 370 053 4,114 4,726 3,087 3,480 6,244 .,903 

Vehich·s, PXcludinR loco· 64 20 8 170 70 162 144 98 117 85 7ll 
wotive, etc., for Uailways. 

Cotton Yarn and Manufuc· 1,09,649 77,9,511 27,263 71,179 85,758 1,64,802 3,60,612 4,61,1110 4,26,242 3,76,017 3,30,005 
tur~·A 

Jute )[anufnctures 4,22,836 5,69,049 2,13,7411 2,22,611 4,87 ?14 4.63,840 5,38,ll!;4 3,64,0il3 4,47,718 6,04,252 5,96,229 

Silk 427 (36 82 180 328 248 266 1,001 226 2 15 

Woollen 8,263 10,218 7,400 8,262 8,899 7,324 7,883 4,089 6,302. 16,603 23,827 

Otlwr yarn 
faurltij, 

and Textile 705 1,1116 419 1,720 3,294 6,712 13;704 14,064 8,583 4,103 4,642 

l\Ii"'"'liancous artid""• wholly 30,716 43,8111 34,025 24,160 '28,948 I 28,8112 211,622 22,045 33,001 43,454 64,858 
or maiuly wanuractured. 

I 
I 

Total Cl. III 7,111.2211 11,115,890 3,98,1176 1 4,76,132 fl,fl0,142 ' 8,11,870 10,92,642 9,53,681 10,47,8113 11,28,640 11,18,840 

I -
IV. Livin:J animals : I 

II!Jf81!S .. 56 111 50 12 65 42 106 .. .. .. .. 
Cattle 8711 536 72 84 107 101 143 28e 182 72 6 

Sheep and Goats 1,308 2,938 785 600 508 610 486 1,2321 2,178 2,713 2,73' 

Otlll'r llvlul! atllwul~ 932 410 7H 127 54 54 44 35 so 1 lill 48 
I 

TotaiCI.IV ~MOO 3,11115 986 82:1 783 718 818 1,548 2,3111 2,844 2,788 

- -----
v.- PoHtal .4 rlkltl: 24.,6711 ,6,825 13,400 26,658 21,000 20,(170 2,513 23,8611 21,251 80,029 66,074 

83,01,2791 

------
Orand Total(&xporh) 34,88,861 14,72,507 16,27,716 2,oan,212 1A,66,803 23,75,021 H!,70,944 111,118,798 21,02,775 24,19,015 



APPltNDIX VI (h) 
Summary oj the value of the iMPORTS of merchandi-se consigned from the British Empire and foreign countries. (in R.'l. "(j((i) 

11123·2~ 1928·29 1933-34 1ns-311 19311-40 1940-U 19H·<lll 1942·43 1913·44 19U·46 1'Hf> 46 

-Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

t.-Food, Driflt and Tobacco-

Fish (excluding cannPd fish) 2,967 2,576 1,505 6l'i9 730 661 624 190 174 834 405 

Fruits and Vegetables 17,080 16,83!1 10,014 13,443 12,128 10,215 11,208 11,156 8,702 15,503 23,137 

Grain, Pulse and Flour 4,390 1,07,281 8.370 1,37,846 2,18,054 1,43,485 1,50,203 3,085 8,072 80,918 91,893 

Liquors 27,217 29,482 17,030 16,646 17,437 15,957 21,943 11,892 12,509 10,828 17,893 

Provisions and Oilman stores 28,022 62,124 27,156 24,841 26,348 22,601 25,575 7,086 5,5117 12,119 13,705 
' 

I'! picE'S 25,878 29,403 15,567 26,343 25,450 21,915 !2,103 15,172 8,960 15,384 18,432 

~lll!ar 1,54,507 1,60,895 27,097 4,558 33,158 3,610 10,754 187 13 2 as 
Tea 8,226 7,422 2,513 1,573 1,59G 1,259 1,198 5,174 217 93 18 

Other food and drink 12,949 17,397 5,059 3,842 6,318 6,021 10,145 8,973 15,749 25,149 18,079 

Tob'lcco 22,618 27,460 7,215 10,455 11,697 13,395 25,176 13,317 15,970 29.02~ 39,060 

Total 3,03,854 4,60,849 1,22,226 2,40,036 3,52,915 2,38,121 2,78,931 67,234 70,905 1,89,357 2,22,661 

II.-Raw Matuiala and 
l'roduce and Ar!icla mainlll 
Unman 11/••cturtd-

Coi;l 16,585 3,296 917 714 196 111 266 108 20 a 1! 

Other non·mrtalilc mlnlmr 21,980 15,590 11,317 17,525 14,839 11,333 11,210 l 18,946 32,914 54,063 67,!00 
and (Luarry products and . the II e. 

Fodder, Bran and Pollard& 73 149 68 109 321 114 68 3 I .. .. 
Gums, Resins and Lac 5,175 5,526 6,802 5,789 5,277 3,767 5,113 2,748 1980 4,893 8,451 

,Hides and skins, raw or 
dre•sed. 

un· 1,550 2,377 1,1111 1,626 1,947 1,678 8,164 1,21ii ggo·· 328 2113 

l\[etuilic ores and scrap Iron 727 174 236 518 712 680 1,685 202 1,0&9 -629 1,147 
and steel for re•manufac· i .. 
turP. 

Oils-Ve~retable~, Mineral ti6,GJ8• I 1,15,823. I 67,949 1,56,241 1,86,421 2,10,340 2,17,!;74 2,77,625 3,M,l!03 8,07,061 ~.ll&,lOl 
and Animal. ! 



APPENDIX VI (b)-Continued. ' 

Summary of the val~e of the IMPORTS of merchandise consigned from the British Empire and foreign countries (in Rs. '000) 

1923·24 1928·211 1933·34 1938·39 1939·40 1940·41 1941·42 1942·43 11143·44 1944·4& 1945·46 

na. ns. Rs. Rs. \ ns. Rs. ns. Rs. Rs. ns. B.s. 

Ollcakes of all kinds . 13 10 4 7 8 22 20 2 4 1 41 

Paper making materials . 2,046 _4,161 2,710 2,739 2,364 1,269 1,124 27& 433 3,2o3 2,402 

Rubber, raw and crude 46 27 377 1,057 14,946 3,188 8,014 771 500 19 41 

8eeds,lnrluding Nuts for oil 664 2,228 4.374 7,093 8,802 1&,373 19,840 22,707 12,311 14,458 14,610 

Tallow, stearlne and wax 2,662 2,62& 2,125 3,623 3,767 3,069 6,810 3,684 3,952 2,290 3,246 

Cotton, Raw and Wa,t.e 25,082 39,079 35,571 85,092 80,546 94,333 1,53,436 164,248 1,7&,278 2,40,063 2,28,712 

Jut~, Raw 117 & 3 12 55 278 45 13 38 .. 1 

Silk, Raw and Cocoone 12,200 12,559 7,174 6,217 6,272 7,576 8,087 174 25 .. .. 
Wool Raw . 4,055 4,952 ,3,410 6,211 7,499 27,884 27,718 29,&50 40,225 20,957 30,904 

0 ther Textile Material• 662 813 270 534 1,000 2,981 3,2:!5 2,339 2,031 4,339. 3,696 

Wood ad Tlmb~r 3,870 5,975 33,936 25,806 24,308 26,065 • 27,3!l5 1,615 1,"176 231 462 

Mlsccllaneoua 6,371 10,541 7,162 12,936 15,029 10,981 6,058 3,107 3,043 20,014 21,046 

- . 
Total 1,89,295 2,25,198 1,52,188 3,31,846 3,61,3ll 4,20,9116 4,99,854 &,19,326 6,40,1:!03 .11,72,534 11,68,368 

I IJ.-..trticl~• WhoUu f>r 
Maifll/1 Manu,foJctaret4: 

Apparel 16,669 25,116 12,901 6,295 4,830 3,741 3,21& 1,201 605 1,415 5,077 

Arms! Ammunition and 6,473 7,664 4,297 5,017 4,899 4,844 4,860 3,760 3,380 3,260 o&,751l 
Mil tary l:l to res. I 

Chemicals, Drugs and .M:edl· 41,237 49,150 49,731 56,205 75,050 80,670 86,671 63,805 72,598 1,,11,419 1 1,02,038 
clues. 

Cutlery, Hardware, Imple• lill,l03 77,603 60,38b 58,148 55,733 60,550 64,226 :12,610 27,695 36,847 64,136 
rneuts an<l Iu•trumeut. ex. 

, cludlnll eioctrlcullnotrll· 
mcut• and Apparatuo • . 

DYPS an4 ooloqra .2,951 43,M' 1!4,1128 40,592 46,677 63,755 60,704 54,316 82,95() 79,239 1 U,l68 

J]:lcctriral !lOOdil ond Ar,para· 22,592 81,195 23,081 33,120 2.~.743 2!,R05 24,001) 16,100 15,311 26,106 4a.33G 
~~~··(other tnan macu uery) 



Furniture, Cabinet orar" and 
.\hnotfaoturea o( wood and 
thnber. 

Gla3~1nre and Euthenware 

Hi i •• an 1 skin• t~nned or 
dre.~sed and Le.ather. 

Machinery or all klod•, In· 
cht•llog beltlnl( for machl· 
n~ry. 

MetBis-lrnn and !lte~l and 
Manufactures thereof. 

Metals other th•n Jrnn and 
~teel and Maoufaeturea 
thPreof. 

Paper, PMteboard and 
Stationery. 

Railway Plant and Rolling 
Stock 

Rubber ManufRctnr~ 

Vehicle•, exclo11lln~~: loco
motives, ete., for Railway• 

Cotton. yarn and Manu rae· 
tnre11 

lute 

Bilk 

Woollen 

.. 
... 

Other Yaros and Textile 
' Fabrics. 
Miscellaneous 

Total 

IT.-LLI>inq ..tnLmol.: 

]lone~ 

Other II Vi nil ani mall 

Total 

V.-P,.Ial .Arllr/u liM 
Bagagge fii:A 11llCijle4 

Grand Total (Imports) 

14,53\ f8,06!i 

S\,7:.17 S\,123 

5,23Z 8,3!i9 

2,02,270 1,94,32' 

1,79,002 2,02,350 

63,930 87,361 

88,040 43,155 

1,17,246 .. 
16,796 28,586 

43,409 1.10,060 

6,74,846 8,32,437 

2,082 2,653 

84,017 87,707 

24,410. 46,234 

25,579 65,063 

96,402 95,952 

17,46,594 18,03,039 -----
1,798 8,887 

189 238 

1,987 857 

1',419 40,403 .. .. 
22,76,122 25,83,060 

.. .. I 

8,13& [4,458 3,QU 

tl8,589 ;16,478 tl3,731 

,.,6~3 &5,321) 35,3'!0 

1,33, 793 1,97,24.~ 1,53.873 

65,218 66,5!12 60,653 

39,533 . 41,572 47,336 

32,041 38,937 41,068 

.. .. .. 
18,759 14,056 1~,842 ... 
47,683 66,920 68,654 

1,77,437 1,41,527 1,40,593 

982 584 623 

2~,686 13,198 11,949 

22,084 21,1178 14,141 

85,182 35,075 60,825 

60,487 64,589 64,675 

8,52,083 9,27,042 9,18,063 

2,652 2,818 1,412 

180 254 llill 

2,812 3,072 1,568 

24,061 20,775 19,064 .. .. .. 
11,63,570 1 15,23,671 16,52,921 

-.. I .. .. 

.4.134 1,785 851) I 624 283 1,07 

'11,8~· - ~10,0.~0 3,837 2,218 4,882 8,70 

:4.i65 (6,2711 4,\1'13 11,227 3,839 5,fi011 

1,18,217 1,37,036 1,0:;,163 1,13,016 1,63,047 2,27,475 

L68,141 l62,!H7 28,127 20,233 85,538 66,882 

60,080 63,699 33,556 20,938 29,178 61,916 

45,036 41),604 21,559 19,629 29,003 57,896 

.. .. .. .. .. .. 
15,600 15,531 1,85! 556 i 1,446 870 

68,161 1,30,349 57,118 12,698 1 4!!,559 95,685 

1,13,534 67,(!~5 13,604 13,343 1 16,445 '18,673 

765 610 336 634 210 1U 

9,600 6,821 125 20 
' 

9 537 

14,953 19,280 8,266 . 4,473 10,516 30,303 

73,166 49,695 5,551 3,622 7,182 24,R65 

68,682 80,305 39,819 29,763 67,166 80,014 

8,95,073 9,35,388 4,95,846 4,49,237 6,49,664 10,16,087 

535 226 36 88 27 802 

84 18 6 .. I 29 

669 24 870 88 so 831 

14,933 16,076 12,765 16,20~ 23,606 .. 89,866 .. 968 366 462 5111 1,148 

1,5_6.9,6921 17,044 13,131 16,667 24,021 .&1,014 -
17,31,459 11,04,406 11,17,649 20,35,606 24,48,460 



APPENDtX-vtl 
CAPITAL IN INDUSTRIES 

-
,, 

Years · .Jute Mills Cotton Mills Woollen Mills 

1919-20 Rs. 11,15,80,000 Rs. 27,07,83,642 . . 
£ 2,58,888 

1923-24 Rs. 17,94,88,000 Rs. 43,58,24,553 .. 
£ ·21,25,000 £ 3,00,488 
s 1, 70,00,000 

1928-29 Rs. 18,19,40,000 Rs. 42,82,00,829 Rs. 1,70,63,018 
£ 25,25,000 £ 1,40,488 
s 1,20,00,000 

1931-32 Rs. 19,76,49,000 Rs. 38,82,08, 719 Rs. 1,10,76,708 
£ 25,25,000 £ 1,92,131 . . 
s 1,20,00,000 

1933-34 Rs. 19,56,55,000 Rs. 37,21,40,123 Rs. 1,07,29,693 
£ 25,25,000 £ 2,08,223 

19:19-40 Rs. 20,56,46,000 Rs. 40,64,52,367 Rs. ] ,02,10,125 
.£ 25,25,000 £ 2,08,223 

Fr. t,oo,oo,ooo• 
1948 . . . . . . 

• Since 1935-36. 

.. ·'--

Cement Iron and Steel 

.. . . 

-.. .. 

. . .. 

.. . . . . . . 

.. . . 

Rs, 7,05,42,100§ .. 

Rs. 8,80,38,488 Rs . 10,47,23,600 

§Since. 1937. 

-c.-.,_ ... · 
... 

Shipping 

. . 

. . 

. . 

.. 

.. 

.. 

.. 

Rs. ·ll,eo,oo.ooo 

.. 
w 
0 
C)) 



3<>7 
APPENDIX VIII 

EXPORTS 

1937-38 1948-4t: 
Tons To·~·· 

I-Tutilu-

Raw Jute·., 747,258 . 2iz;76(t 

Raw Cotton (87,764 l!~i'21G' 

lute M anuf~u,.er,8-
Gunny cloth ~3~553 

Gunny bags 357,142 457,401 
Hope, twine etc. 27,280 

TwiRt and Yam S,OO<t 
Canvoa .. 40<t 
Raw hemp 41,485 3:l,056 
Cotton piecegoods 35,714 33,816 

Coir and coir manufactures 43,468 

CoirYam. .. 32,758 

Carpet-s and Rugs 4,973 3,928 

Cotton Waste 22,933 50,837 

Raw Wool 1,695 3,840 
Cotton Yam 17 3,303 

Silk raw and Cocoons 220 

Silk Manufactured 1,200 

Sewing Thread 4,000 

1,731,739 1,401,272 

11.-.ZI!etal.!-

!\!anganese Ore 1,001,096 309,000 
1\li('a 16,999 

Pig Iron 629,203 45,116 

Old Iron :N. Steel 57,477 
Wolfram Ore 16 
Chrome Ore 2,640 

I ron and Steel Manufactures 12,054 

Tin 240 

Orfls and 1\linorals Unenumerated 33,523 

1\lineral Sands 203,700 

1\lugnesite • 14,422 

1,687,792 637,696 

III.-Seeds-
Groundnut 619,370 38,272 

Linseed 226,533 25,02~ 

Groundnut Cake 251,576 ' 

Linsrod Cake 47,003 

Cll.Btor 42,079 386 

Hope and Sesamum Cake 36,891 123 

Coriander and Commin & Others 38,993 

Puraflin Wax '· 10,202 

1,267,253 113,000. 



308 

1937-38 1948-49 
Tons Tons 

IV.-Coal 1,004,899 1,119,105 

v:.:....:..i!oodstuffs-
Wheat 459,806 
Rice (not in husk) 227,000 
Wheat flour 62,226 
Green Vegetables (onions) 57,049 1,500 
Lentils 19,409 
Tobacco (raw) 18,955 25!,700 
Tobacco (manufactured) 2,22! 
Rice bran 8,222 
Chillies 7,752 5,100 
Coffee 6,757 3(} 

Dry Fish 6,064 11,741 

Ghee 2,260 

Beans 1,975 

Pepper 873 7,051 

Gram 737 

Cardamoms 665 90(} 

Sugar 3,400 

Molasses 22,520 

Turmeric . 7,50() 

Ginger 2,00(} 

Beatels 300 

Salt 8,532 

Tea 149 181,209 

Tea waste for the Manufacture of Caffeine 3,000 

Cashew kernels 18,285 

Provisions and oilman stores . 5,178 

879,899 303,17() 

VI.-Chemical Products--
Shellac 20,461 24,53!? 

Dyeing and tanning substances 35,00() 

Bone Manures 68,830 

Bone and Bone Products 61,253 41,620 

Lac Seed 9,374 8,00(} 

Lac Button 1,200 70() 

Gums and Resins 5,00() 

Magnesium chloride 3,200 

ooap 2,612 

Rubber 13,44(} 

1,61,118 1,34,104 

Vll.-Oils-

Castor Oil 13,433 

Groundnut Oil 39,735 

Linseed Oil 10,181 

Vegetable non-essential oils • 4,000 
-----

67,349 



VII I.-Paper and Paper :Making :Materiala • 

IX.-HideB and Skins-

Goat Skins 
Hides (cow) 
L1.1nther (cow) 

Hidt•s (buffalo) Raw and Dressed • 
Calf Sltins . 
Slwep Skins 
Leather Unwrought 
Cuttings of Hides and Skins ·-

309 

• 

• • 
• 
• 

Total (Tons) 

N. B.-As about lf6th of the value of the exports are covered 
by articles of merchandise (mostly dead weight cargo) not men
tioned, lf4th of the tonnage should be added 

Grand Total (EXPORTS) • 

I.-Fuels, etc.-

Kerosene Oil 
Fuol Oil 
Petroleum • 
Lubricating Oil • 
Coal and Coke 

II.-Foodstuffs, etc.-

Salt 

Fruits and Vegetables 
Rice not in the HWJk 
Rice in Husk 
Dates 
Copra Seeds 
Pulse 
Wheat 
Wbeat Flour 
Barley 
Jowar 
Beans 
Other kinds of Pulse, Flour, etc. 
Fodder, Bran and Pollards 
Sugar 

!Ml'OBTS 

1937-38 1948-49· 
Tons Tons 

10,326" 

21,982 13,292 
16,77L 1,800 

. 13,786 . 7,500 
4,385 : ·1,978 
1,863 661 
3,271 ' 2,129-
1,616 3,511 

3,600 

L64,983 34,471 

70,00,957 ·38,20,491 

17,50,000 955,120 
•.' 

8,750,957 ; 1,775,611 

1937-38 1948-49 

Tons Tons 

9,04,670 3,25,044 
5,71,647 l 
4,55,607 ~ 19,62,290 

1,78,437 J 
83,919 

21,94,280 22,87,334-

3,47,305 3,00,808. 
96,81 't 

98,063 5,63,24~; 

36,013 
69,813 39;491 

49,383 . 3,442' 

45,932 ' 30,98lt 
21,688 7,05,551 

93,483. 
58,844 
4,735. 
2,582· 

2,23,912· 
12,302 . 10,576. 



310 

1937-38 1948-(~ 
Tons Tons 

:Unmanufactured Tobacco . . 2,Q55 5,~39t 
'Milk Food • • • 3,439 17,305-
Ahnonds 2,773 61788. 
·de.shew:nuts' 42!827 
'Currants and' raisins 5~092 

' t 'Spices, 1-,750 ;} 55,103" 

" 74. ' 
13i1Wuits. 1,483. 2,400 
Vegetable Preducts 883 ~ 
'Cigarettes • (48 300 
Salted Fish, 114 2,822 
Tea 16 300 
:Uq.Uors. 8,200 

7,16,232- 22,93,044: 

III.-Metcila-

:steel Bars 51,229 11,401 
Hoops 48,501 13,684 
'Tubes 41,356 9,556 
'Corrugated Sheets 32,290 715 
lron and Steel Beams, Bars, Girders, etc. 26,378 19,775 
Sheets 32,982 9,897 
Zinc 21,339 37,592 
.Nails, Rivets and Washers 15,297 8,077 
:steel :Angles and-Tees • 14,336 518 
JBolts and Nuts 10,550 4,825 
'Copper and Copper Sheets 8,106 40,22-! 
Brass Sheets, Rods etc. 8,029 15,853 
Il'inned Sheets J • 7,450 25,949 
'Wire Nails 6,23-! 10,299 

J!'encing 4,33-! 1,073 
'Tin 2,901 2,021 

.Aluminium 2,649 9,452 
l..ead 8,248 
.Metals-&.."ld Ores unenumerated 2,68,277 

3,34,961 4,97,436 

lV;-Textilu-· 

Raw Cotton 1,34,451 1,61,702 

Cotton Piecegonds 87,948 21,160 

Cotton Waste and Yarn 9,820 5,000 

.Artificial Piecegoods 8,92S 

.Raw Wool 3,649 6,473 
·woollen Yarn 2,906 900 

Woollen Blankets 2,327 1,200 

:Silk Piecegoods 2,0-!1 1,700 

Artificial Silk goods mixed 1,790 • 50 

'Raw Silk 1,131 5,000 



8ewing Thread . 
Woollen goods mixed 

Silk goods mixed 
Artificial Silk Yam 
Woollen Piecegoods 
Cotton Blankets 

V.-Pa;er 

VI.-Hid~s af!d SkiM (raw) 

VII.-Chemicalll ch Chemical Product11-

Manures 
Starch 
Barks for Tanning 
Tallow and Stearine 
Cutch and Gambier 

Green Resin 

Soap 
Beads and False Pearls 

Caustic Soda 
Rodium Carbonate 

Sulphur 
Other ChPmicals 

Quinine 
Coal-tar dyes 
Camphor 

Lac 

VIII.-Building 1tfaterial11-

Asphalt 

Cement 
S'tone and Marble 

.Asbe8tos Raw 
Wood and Timber 

3ll 

. 

. 

1937-J& 
ToriB 

722. 
714 
625 
357 
134 

50 

2,57,593 

1,71,936 

53,216 
42,088 
17,600 
ll,208 

9,485 
2,097 
1,ll8 

924 
72 

47 
8 
1 

1,37,864 

50,249 
24,991 

75,240 

. 1948-491 
Tons 

900. 
1,10() 

250. 
17,844 

1,000. 

100. 

2,24,379-

1,30,273 

3,405. 

1,78,364 
43,81() 
12,57() 

3,090 
2,560 

16,000 

91,590 
1,62,515 

38,330 
10,00() 

110 
6,665 

61,930. 
5,918: 

6,33,452 

t7,no 
1,46,~63 

5,778 
'5;00() 

· h.:4s 
2,65,799 

TE>te.l' • 49,15,642 il3,35,12Z 

]<,;.B.--As ahout 1/4th of the valu_e of the total is covered by arti
ciPs of merchandise not mentiOned 1/4th of the tetat tonnage 
to be added 12,28,910 15,83, 780 

Grand Total: Imports , 61,44,552 79,18,90Z 

Exports 87,50,957 47,75,611 

Imports and Exports • 14,895,509 12,694,513 
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'THE INDIAN ROADS OF TRANSPORT DEVELOPMENT ASSOCIATION LTD. 

BOMBAY ' 

LONG DISTANCE TRANSPORT OF GOODS BY ROAD 

FINANCIAL LoSSES TO GOVERNMENT AND' OTHER DA.KGEES 
01!' RESTRICTION 

At the outset the :Association would most strongly deprecate any spirit of 
bostility between roads and railways. They are both out to serve the Indian 
public. The sole aim should be efficiency of the methods of transport. Each 
method of transport is supplementary and complementary to the other. 

The A8soc1ation. feels that the recommendation made in October 1945 by the 
'Transport Advi::Jory Council in regard to the restriction of goods traffic bv road will 
be detrimental to Government Revenues and to the interests of the public. The 
restriction envisaged is that permits for distances exceeding 100 miles should not be 
issued in the ordinary course and those for distances of between 50 and 100 miles 
should be serutiniaed with care (or in other words discouraged). 

Financial implicatiO'M.-Tbe Association understands that these rt)strictions 
have been recommended on the assumption that the additional traffic that they will 
craate for the railways would bring additional revenues to the Government of 
India. The assumption however b not correct because road transport, as yet in 
its infancy, represents a much more valuable and a more-expanding source of revenue 
to the Government of India, than Railways, in normal timea. For example, in 
the 10 year period from l\Ia.reh 1930 to .:\larch 1940, Central ravenues fr:)m motor 
trJ.nsport rol:e from Rs. 4 · 3 crores per year to Rs. 9 ·1 crores ( :ls f,)llowd) and thia 
cannot but incraase at a much greater ;-ate when the pre::;cnt plans for ro:1.d llevdop
ment uc completed. 

1929-30 . 

1939-40 

Year 

Central Revenues from motor transport 
(Rs. Lakhs) 

Import duty Duty on Excise and 
on motor pneumatic import duty 

Vehicles & tyres & on petrol 
parts. tubes. 

96 37 297 

153 29 729 

Total 

430 

9ll 

In the latter year, after a. transfer of Rs. 1·8 crores to the Road Developm~nt 
-Fund, the remainder of Rs. 7 · 3 crores represented the Central Governme~t s nett 
revenue.from - road transport. In addition, the Railways themselves receive large 
amounts from the carriage of petrol for motor transport (e.g. Rs. 1 crore before the 
war). 

This revenue to the Centra.! Government is of course in respect of all forms 
motor traffic and is not confined to goods transport a.lone ; but it is interesting to 
{)Ompare this revenue with the estimate made by the Railw~ys the~selves of ~he 
loss of railway traffic to the ro'lds. The report of the Indian Railway Enqwry 
Committee (Wadgewood Committee) 1937, states~ Chapter V~, ~age _102,_ th?-t the 
evidence, placed before the Committee by the Railway Admmt::>tration mdicated 
a. loss of somethinalike Rs. 4l crores (this Is the estimott. of the gross traffic revenue 
that would have ~orne to tbe Railways if r.:>a.d competition was completely nun
existent and not of the Railways profit). The Committee proceed to say:-

"This total wa.s made up of Rs. 31 crores in respect of passenger traffic nnd Ra. ! crore 
in respect of goods traffic, and included losses due to reductions of ratos an•l ru.rea 
introduced in order to meet road competition". 
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These figures are self-explanatory and prove that the Central Government's 
revenue from road transport is many times greater than the loss suffered by· the 
R<~ilways from road transport competition ; for, if from the traffic of Rs. 4! crores 
mentioned by the Railways, we deduct the petrol traffic of Rs. 1 crore, the nett 
lo:>s of traffic is only Rs. 3! crores, and indeed If Railways do regain tbis traffic, 
the nett profi., to them from it would only be a. small percentage of the figure of 
R:l. 3j crores ; while the revenue from road transport to the Central Government was, 
in 1939/40, Rs. 7 ·3 crores nen as explained above. 

Another point to be noted from these figures is that the loss of goods traffic 
to the Railways is very negligible, being not more than Rs. f crore in respect of both 
long distance and short distance hauls. Nobody, in the absence of definite traffic 
surveys, can of cour~>e assert what proportion of the goods traffic by road can be 
cLwscn as long distance traffic, but it can be very safely assumed that in tnis figure 
()f l~s. ! crore , the proportion of long distance traffic will not exceed 25%. 

Tho foregoing will serve to prove that there is. notJ¥ng to be gained financially 
hy restrictmg long distance· road transport ; in fact by restricting road transport., 
Gov!:'rnmcnt ravenues stanCI to suffer a. considerable loss. 

It may be thP.t the assumption which has apparently been prevalent for some 
timo, to the effnct that Governent will improve its revenues by rastricting road 
mnq)('tition, is too deop-seated to be shaken off easily. '\Ve think however tnat a 
f,u·tlu~r 1\naly"i~ i:-> possible of Government's road revenue and rmlway revenue 
(frvm g.n,l"l traffic) on a ton mile basis. The Central Government't~ Post '\Var 
'l'twlmical Snh-Committco, iP its ropolt on "The Future of Road Transpott a.nd Road/ 
R ~il lt·Jbtions" (November I943) states 'in Chapter V that out of the te,x paiu by 
m·,hr gnnd'i tr:•n~port, amoun.ting to more than (,)pies per ton-mile , a charge of 
bd WtlPll. I · 24 arld 1· 65 pies per tou.-mile suffices to cover the fatr share of such 
t··Ml-<port towa.rds tho provision of the r~ad. The Government therefot·e at present 
got:-~ 1\ miu.imum rrJfit to general revenues of 4! pies per ton mil( from ro?.d trans· 
port. 

011. tho other h<'.nd, if the Railways make a. normal contribution of I % of their 
e.;pitn.I :tt dmrgo to tho Central Revenues, this will come to Rs. 8 croros and their 
ton-milo contribution can be worked out as under. Goods traffic accounts for two
thirds of tho earning~ of the Railways ; so, out of the contribution of,Rs. 8 crores, 
the shnr,1 of goo1l~ traffic will bo Rs. 5•3 crores. The pre-war goofts traffic of railways 
W;H 22 ·159 million ton miles and thus per ton milo, the railway contribution comes, 
on an average, to less than half a pie or le~s than one-ninth of tna.t of road trans· 
port. 

It may be that on the traffic sought to be div01ted from the road to the rail 
the profits derived by the Railways will be greater, because it may consist, in part, 
of high-rated commodities, but it must be remembered that the bulk of road traffic 
Juts como into existence solely because of the special facilities provided by the 
motoJ \'chicle and with the prohibition of road transport, such traffic will automa· 
tically dry up, leaving only a. small portion available for diversion to the r· ~1. 
Thus if a certain quantity Of goods is transported between two given points by 
road, prohibition of road traffic may extinguish say half of it and divert merely 
the rem'1ining half to the rail. And of this half, if say 25% coPsists of high rated 
commodi.,ies on which the Railways may be able to make a profit of as much as 
one anna per ton-mile, the Government would !!till lose more revenue through road 
transport prohibition than would be gained jointly by railways and the Govet;Jo· 
llH'nt in the proMss. The following is a. rough calculation on an assumed long dis
bn,ce road traffic of 1000 ton-miles :-

With no -prohibition of Road fran.,rort . 
• 

Road transport revenue to Government on conveyance of 
1,000 ton-miles of goods by road @41 pies per ton mile Rs. 23 7 G 



With prohibition of Rood Trampotl 

Traffic available for diversion to the rail 

High rated traffic in the traffic diverted 
Railways' profit @ 1 anna per ton-mile on high rate<{ traffic 
Add Railway contribution to Central Revenues on all the 

500* ton-miles @ ! pie pe)." ton-mile 
Total profits to Railways and the Central Government 

600 ton-mile!!' 

125 " " 
7 13 0' ' 

I 5 ()l 

9 2 ()' 

*The comparison is between 1,000 ton-miles by road and 500 ton-miles by rail, be<'ause 
should restriction of road transport be carried through, the remaining traffic of 500 ton-miles_ 
as explained earlier will not exist. 

We submit therefore that the loss to the Central Government revenues through 
the prohibition of long rlista.nce road transport would be more than double t.he income. 
that might be derived b_y the Railways through such prohibition. 

Other considerations.-Apart from the financial losses entailed in the restriction 
of road transport the following weighty reasons show that the proposed restrictions. 
a.re harmful and inadvisable. 

As quoted by the Post-War Technical Sub-Committee in its report on Road( 
Rail Relations (November 1943), the function of the State is not to maintain the 
status quo or to favour one means of transport at the expense of another, but to 
create the requisite conditions for securing the maximum efficiency of all means of 
transport and to further their evolution in the interests of the generd welf<.re of the 
community and of technical progress. 

Restrictions imply an overabundance of road service facilities, but the :rof.i
tion in Indi£~, is just the reverse. Takir~g motor tru<·ks in prrticular, Indi!'. has 
no more th!'.n 7 trucks per 100000 of the population, the corresponding figures for 
the United Kingdom and the U.S.A. being 1200 and 3300. It is clel'.r th<JJ, if 
we a.re to make any progress, there must be an expansion of m~lPrn mee.ns of tn:ns
port in thE. country and our transport policy mu~t be such as to encowage many trou
sands of new motor vehicles to be pressed into servi•·c 

RoadJRail competition in India is less than t:% of that in England and the 
U.S.A. 

Exa.mining the volume of mo~or tr?.n~port competing with railways, the po, it ion 
is no less striking when we compare India. with otlwr progressive countrit's. The ' 
extent of ro~'.d competition with railways is best judged by the number of motor 
trucks in operation in a country as compared with the country's railway milee"ge and 
the followihg figures tell an impressive tale:-

Railway No of goods Lorri~p~ 
Cowitry Mileage lorri~ mile ofRly-.. 

tJ,.S.A, · 248,825 4.054,332 16 
Gr.'Brit&in 20,403 494,866 24 

·India 40,525 28,000 0·7 

Indian Railways a1e experiencing from motor transport less tha.il. 5 % of the: 
competition which Railways are encountering in the U.S.A. or Great Brit&in, in 
the carria,ge of goods. And neither of the latter countries hl',s placed any mileage 
restrictions on ror.d goods vehicles. 

U.S.A. g1:ves further Encouragement to long Distance road Ha·ulage. 

In f<wt, fM from ni::;coumging comJWtition of the road with r<t.ilwP.y, the e.s.A. 
now proposes to giYe further en.eoumgement to long distan.ee ro:•d lumbgt• by con
strnetin.~ 34-,000 mil<>s of super-highw:J.yf', elo;:dy r.n:>logous to R:·.ihn:.ys. TI.ese
highw:tys will Lc for the exch si\t' use of long <.lit-bnce tr: ffic r.Ld will p·rruit truck-
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trailer combinations or road trains of a. length of up to 60 feet to operate a.t a. 
speed of 60 miles an hour. This is an instance of how that country always tiies 
''to secure the maximum efficiency of all means of transport and further evolution 
in tht1 interests of the general welfare of the community and of technical progress''. 

How other Countrie8 are SeciLring RoddjRail Co-ordinaticn. 
The approach of other countries to the question of road/rail coordination is 

quite different to that recommended by the Transport Advisory Council. Foreign. 
Railwe,ys toe, like those of India a.re ha,ndic8.pped by their rate structure in com-· 
peting with road transport but instead of endevouring to eliminate competition 
they are adapting themselves to changing condttion,s. In pre-war Netherlands and 
Germany for mstanct-, Radwe.ys like road tnnsport, were charging r fl'lt rPte for 
consignments cf ltss than 5 tons wmle Italy met the situatioP by effecting a rete 
reduction of 20% for the highest dasses of goods. ·Similar steps are open t;> the 
Indian Railways. 

The Official policies of the United Kingdom an,d tlie U.S.A. in. respect of trans· 
port co-ordination are as follows:-

United Ki11{Jdom.-The Transport Advisory Council, in. its Report on, Service 
a.nd Rates, publisLed in. 1937 has laid down that:- · 

"the best line of approach to achieve co-ordination is to aim at securing for traders ade· 
quute alternative facilities, care being taken to see that the resultant competition 
is on fair terms, and there should be an unfettered right on the part of tho trader 
to select the form of transport which he approves and which is most convenient 
and economic for his purposes. -

:;\lore recently i.e. in July 1946 the British Railway Companies and the British•. 
Road Haulage Association submitted rr,• memorandum to the ~finister of Transport~ 

·the terms of which are approved in principle by National Asscociations of Traders 
and Industrialists. The following are the fundamental general principles of the 
~eheme. 

(i) That the public should have an unfettered right to select the form of 
transport which is the most convenient and economic for their · own. 
requirements ; 

(ii) That road and rail services should be so organised as to ensur0 that so
far as is practicable traders are provided with adequate alternative. 
facilities with competition on fair terms : 

(iii) That road and rail transport should have like public sen-ice obliga
tions. 

U.S. A.-The United States Government in a reply to the League of Nations. 
m 1936/37 stated:-

"It is a fixed policy of the United States Congress to preserve competition,. 
not only between the different forms of transport but also within a.. 
given form of transport. Thus ......... _ ............ it is provided 
that competition shall be preserved as fully as possible and wherever
practicable the existing routes and channels of trade and commercC> 
shall be maintained." · 

Indian Railways already s-ubsidised thrcugh high road taxation. 
It is l!lU bmitted that Indian Rail ways, unlike Rail ways in other countries. are

a.ln'ady very fully protected against road competition by the heavy taxes on motor
vehicles and motor fuel which render the cost of road transport. ,-ery expensive in 
comparison with railways. As pointed out earlier, the taxes on motor transport. 
amount to more than 6 pies per ton-mile of goods carried, while lesa than 25% of 
t hcse taxes will cover the cost of provision of the ro'lc1 for the motor vehicle. 
The GcJvernment. therefore at present gets a minimum p~ofi~ to general revenues of 
18 M. of Com. · · · · ' · 
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·4! pies per ton-mile from road transport. ·when we consider that the average cost 
of railway transport is 6 pies per ton-mile, the extent of the indirect subsidy already 

·.afforded to railways through road transport taxation stands out m'bold relief. 

Railways also subsidised through cheap transport of coal. 

This is not the only advantage that the railways get over road transport. 
Roughly 20% of the total railway goods traffic is made up of coal for the Railways' 
<>wn use and this is carried at less than half the actual cost of transporting it. In 
1937/38 for instance-a normal pre-war year-4311 million ton-miles of coal were 
-carried for the railways, at less than 2! pies per ton mile, the actual charges being 
·Rs. 5 · 3 crores. The difference between the charge made and the actual cost of 
-carrying this coal may be taken to exceed Rs. 6 crores and this is equivalent to an 

. .indirect subsidy for railways. The loss incurred in carrying this coal is made up 
by higher rates on other commodities: ::\Iotor transport on the other hand has to 
pay very high charges for transporting its fuel, petrol, on railways. 

The Motor Vehicles Act haJJ eliminated unecommical competition. 

An argument adduced by the Technical Sub-Committee to show that motor 
'Competition is wasteful is that in 1938,140 road rates where advertised for distances 
upto 1500 miles, averaging about one anna per ton-mile which could only have 
been possible \"\--i.th overloading and finance by bankruptcy. The Association 
:Submits that the remedy for this is not the prohibition of road transport, but the 
prevention of over-loading, together with the encouragement, for long distance 
haulage, of stable and organised concerns who cannot afford to finance tliemsl:'lves 
by bankrupt methods. In fact, such uneconomical competition as did exsist prior 

·to the war which was occasioned by the absence of adequate regulation of road 
transport has been put a stop to by the Motor Vehicles Act which came into force 
in 1940. Any expansion of motor transport that may be expected hereafter cannot, 
under any circumstances, lead t:rthe road competing uneconomically with the 
Railway. 

Healthy RoadjRail Rimlry esse>Ltial.-Healthy· rivalry between tra.mport 
agencies is the most effective way of promoting efficieno:>y in transpo:t services, 
while a monopoly cannot bat lead to stagnation and want of enterprise. It is 
only through rivalry that the public can be assured of the maximum efficiency in 
service at minimum cost. An organisation that is face~l with the unenterprising 
routine of a monopoly losses ultimately its initiative and the urge for greater effi
dency. It is common knowledge that it was the stress of ro Hl competition that, 
more than anything else, lej to the adoption of mea~ures by Indi:tn R.\ilways for 

'the stepping up of their efficiency before the war. If road tra:1sport on long dis-
tances is suppressed resulting in the creation of a monopoly for the railways, the 
result cannot but be a trem:.>:1.dous loss in transport efficit3ncy as judgEd in the 
interests of the countrv. For this reotson, neither is it a1vi~<\blc for th9 railways 
to have a monopoly oflong distance services nor for the re>d-> to h3.Vtl an e:1fo:-ccd 
monopoly of short distance traffic. 

Splcial adtantages of road transport on. routes of uplo :!"!.) miles. 
Transport is not a service to be providej regardle.;s of inJidtlual nt.'e.ls. The 

individual, be he a trader, farmer, industrialist or private citizen must have freedom 
to choose the means of tran;;port be finds most convenient for his purposes. 
This is his inalienable 1ight: 'fransport should be the servant of the community. 
and any restrictions on the comnn~nity's fref.'dom of choke is_ bound to increase cos~s 
of production and distribution and stultify the country's progress towards f.'C0:10nuc 
advancement. ' 

Competition between roaJ and rail is in much the :>arne ca.tcgory as that between 
the postal and telegraph services. A person wantirg "' qni.k means of communi-
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eation resorts to the telegraph office in preference to' the postal system, but nobody 
would suggest that the two services represent a wasteful duplication of facilities. 
In the same way a person makes use of the road "in preference to the rail and vice 
ver8a according to his needs ; and the national interests of the countr,Y require that 
such alternative facilities, subject to the effective regulations now obtaming under the 
Motor V chides Act, should be maintained and encouraged. · · 

It is the Association's belief that such discussion as has taken place between 
the Ct•ntre and Provinces so far has unfortunately not been confined to the.merits 
of the question. -Provinces apparently felt that the acceptances of the "Code for 
regulation of road transport" was one of the conditions attached to the transfer of 
National Highways to the Centre and the feeling was thus produced that unless the 
•Corle was accepted, Provinces would not be eligible for the financial assistance 
"they expect to denve through being relieved of r~sponsibility for National High
ways. 

This im!)ression, we feel should be corrected if t~ere is to be ~o appearance of 
compuh;ion in regard to the acceptance of the Code. In fact the assumption 
of responsibility for National Highways by the Centre is proposed as part of the 
Central Government's contribution towards post-war development in the provincial 
fielrl and in particular to enable the provinces to concentrate on the development 
of district and village roads which have been neglected in the pas~~ · 

For the above reasons, my Council submit that Government's policy should be 
free from any intention to favour or handicap one form of transport in relation to 
anothN form. The object of any policy should be the provision of efficient transport 
to the public so as to enable the country to enjoy those benefits from technical 
progress in the means of transport such as England and America are harnessing 
to t•cotwmic development of their co\mtries.. · 

Government regulations should not handicap either the road or the rail in 
{)pPrating in fields in which it is shpreme, viz., Railways for carrying heavy loads in 
bulk over long distances and the road for dovr-to-door conveyance of smaller con
signnwntil n·quiring quick transport and careful handling within distances which it 
<·an serve more efficiently than the rail. 

The a~.~umption of the Transport Advis9ry Council that the distance within 
which the motor vehicle can render a service superior to the railway is genera
Hy no more than 100 miles !J-nd often limited to 50 miles is not correct. The door
to-rlo<>t' srrvice afforded by the motor vehicle .eliminates at least four additional 
hanrllin~s at railway terminals, i.e. 

From tht) rcwl v,,hicle to the goods station a:td fr )!11 the g ).o:h}AI Rly. Termina,l No. 1 
Rtati •n to the Hailway Wa6•Jn· 

as also 

. The unloading at destination and Loading on to the Road Ve·}Ae Rly. Terminal No.2 
hil'lt•. 

B1•,;ir lea a voicling risk of damage to the . goods handled and saving tlie cost, 
()f such hancllings and of the transport to and from railways terminals, road transport 
is quicker than rail, feeds the consumer according to his capacity to consume} 
permits consirl('rable saving in packing and affords the consignor full control over the 
goorls until tlwy reach the destination. Thus, flexibility,. safety, economy, speed 
anrl eonvenience some of which are illustrated in certain examples quoted in the 
l\Iitch ·IIIKirkn':'s~ R-:oport 1Bengal section)-make up the technicalprogress re.i 
prest,ntP:! by the motor vehicle and render the road service pre-eminent ~inong· thet· 
agenei1·,; of transport for any distance a vehicle can cover in a day. This .distanCe 
o:1 a c 1 Jl•n·ati\·e c3kn1.te c1.n b'3 comput9d at 225 miles. 

Cn•z :fu~i'm.-\Ve submit therefore that, far from the Government benefiting 
fin~tnc;ally through restricting road transport, the resvlt of· any·. restriction will 
he to ·cr··ate a loss of revenue to the Central G.overnment. In addit!o!l, there il 
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bound to be immense loss·to the country in the field of economic developmeni 
through, 

(a) the public being deprived of 

( i) the benefits of technical progress and 

(ii) the right to emplay the method of transport most convenient for their 
purposes, ·and 

(b) the various means of transport losing the initiative, provided by healthy 
rivalry, to improve their services, . 

In view of the foregoing, the Association submits the following reccmmenda
tions :-

( i) There should be no mileage restrictions on pnblic transport of goods 
byroad. . 

(ii) If road services are to be grouped into "short" and "long" distance• 
services covering a radius of 225 miles from the centre of operation, 
representing a day's distance by motor lorry, should be classed as 
short dista~ce and such services should be encouraged. 

(ii!) If it is felt that the railway rate structure gives any advantage to compet
ing road transport, the advantage could be nullified by so revising 
the rate structure that freight rates do-not generally exceed those for 
equivalent road transport. Actually the number of commodities for 
which the Railways charge any rates, higher than those of motor 
transport, is very small, because motor transport even in pre-war 
days was costing between I} & 2 annas per ton-mile, whereas the 
average cost ofrail'way transport does not exceed! anna per ton-mile. 
The fact that road transport is still in demand proves that people 
are prepared to pay extra charges for the speed and convenience of 
such transport. 

(iv) However, so that road rail competition on long distances might be 
maintained on healthy lines and strictly on the basis of service, we 
suggest that in place of a mileage restriction, holders of public carrier 
permits covering a radius of over 225 miles, might, if necessary, be 
subjected to a restriction that they should not underquote actua} 
railway rates on parallel routes of an equal distance. 

THE INDIAN ROADS AND TRANSPORT DEVELOPMENT ASSOCIATION 
LTD., BOMBAY. 

The object of this memorandum is to invite the Commission's attention to the 
very grave handicaps suffered by commercial, industrial and agricultural activity 
in the country on account. of:-

. (a) the appalling illadequacy of road communications, and 
(b) the absence of conditions favourable to the provision of cheap or eco

nomical transport by road . 

. A. RoAD CoMMUNICATIO!'<s. 

It is unnecessary to labour the point that the economy of any country evol
ves around transportation. Means of transport include Road, Rail, Water and 
Air,ways but Roads are fundamental to all movement. All other forms of trans
port-rail, water and air--need a. good network of roads radiating to and from 
their railheads, docks and_ aerodromes to operate successfully. Reads have 
t-herefore a special importance of their own and especially under the growing needs 
Qf the present day, their importance is of great magnitude, and the efficiency and 
adequacy of the road system are, fundamental to the whole e~onomy of inland 
transport. Particularly as India is a. Land of far-flung and scattered villages 
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where the rural community represents 85% of the population, good road commu
nications are of permanent national importance. 

. In primary transportation our equipment i8 10% of that of U.K.-Statistics 
1nll show that we have no more than one-fifth of a mile of road per sq. mile of the 
country's urea, as against 2 miles of roacls in a country like Gt. Britain. So in 
the field of primary transportation our equipment is no more than one-tenth of 
Gt. Britian's. Our deficiency is equally severe if we consider road lengths in re
lation to population as the following statement will show: 

.Japan 
u .. K. 
Fram·e 
U.s. A. 
Gf'rmnny. 

Country 

Italy • • , , • . 
Ineluding cart traeks & horHe paths-India 
Excluding Ditto 

Road mileage 
per sq. mile 

of area 

{ 

3·98 
2·02 
1·88 
1·00 
11·95 
0·75 
0·22* 
0·15 

Road mileage 
per 100,000 

of population 

850 
393 
980 

2500 
360 
217 
89• 
61 

Hoads, in this Association's opinion, constitute the key to the unlocking of 
the country's vast potential industrial wealth. One of the foremost handicaps 
to increased output, both in industrial and agricultural fields is lack of road 
communications and consequent inaccessibility of cultivable lands and industrial 
raw proclucts. A road system is ~1he of the essential tools of production because 
every l·ffort to stimulate industrial enterprise, to encourage cottage industries 
or to intensify agricultural operations postulates facilities for the movement of 
raw material!:! and finished goods between potential sources of supply and produce 
tion ancl then to consuming centres. On the other hand, hundreds of our villages 
remain unconnech•d with the road system-and therefore cut off from other means 
of transport also-ancl economic activity in those areas is practically at a stand
still. Only when men and materials can move about in such isolated areas can 
the vast economic and industrial potentialities of the country be fully exploiteQ.. 

InrlWJtries are handicapped by e:rces8ive cost oftransport.-Thus the industrialisa. 
tion of the country depends to a large extent on the provision of additional tram'l
port facilities. Nothing can be of greater benefit to the development of industry 
than low transport costs. These transport costs enter into the costs of production 
.at every suecl.'ssive stage, into everything made in the factories, everything that 
conw.'l from the farms or market gardens or fisheries and everything dug from the 
mini's and quarries. In actual fact, transport costs sometimes exceed by a large 
margin the cost of the article itself. At the present moment high transport costs 
and lack of access to sources of raw materials handicap India very severely. There 
is neithl'r a trade nor industry in this country which is not suffering in some 
Jnarked dl.'gree from shortage of transport and is excessive cost. 

Better Roads can save R8. 55 crores annually in costs of bullock cart transport.~ 
It is recognised that the bullock cart. is still the basic transport vehicl~ of India 
.and it may remain as such for many decades. ·At the same time the bullock cart 
is a much more efficil'nt vehicle on a good surface than it is in a field' track, 
Not only in respect of the load it can carry but in the speed at. which it caiJ 
~over the ground, the number of ton-miles lost to India each day by bullock cart1 
travelling on poor surfaced tracks is colossal. In other words the lack of metallec 

· Toads for the use of bulloek carts, represents· high cartage charges for. industiJ 
.and a'cts as a grave deterrent to industrial· expansiOn: · · .... ·' .. · "·'' '· · 
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A comparison between cartage costs on metalled and unmetalled roads ap.,. 
peared on pages 84/85 of the Report of the Indian Road Development Committee, 
1927-28. The relevant para states: 

"We understand that in the Lahore district it costs Rs. 3 to cart 100 c.ft. 
of road-metal for the first mile of a metalled road and Rs. 4 on ari 
unmetalled road, ·and for the succeeding miles the rates are Rs. 1-8'-0 
and Rs. 2 respectively. 100 c.ft. of metal requires about four cart~. It 
might therefore be argued that a metalled road probably saves thfit 
cultivator two annas a mile on every trip his cart makes. If accounl 
were taken of the enormous "mileage covered by cultivators' carts 
in moving crops to market, the financial saving to the country by 
a developed system of roads might perhaps be dimly guessed at". 

The financial savings to the country in cart operation through better roads 
indicating the magnitude of the stimulus that industries would derive thereby 
can be roughly estimated in the following way. Irdia's·road system (pre-partition) 
consisted of 299, 720 miles of roads, of which 97,547 miles were metalled and 202,173: 
miles (over two-thirds) were unmetalled. The m mber of bullock carts in India. 
is 87 · 15 lakhs. If we therefore assume that 50 lakhs of bullock carts ply on un
metalled roads and, to be conservative, they operate for 90 days in a year travelling 
10 miles per day, it will be seen that a metalled system of roads could save the 
CO!J.ntry a sum of over Rs. 55 crores a year. . 

Thakurda& Committee urge~:> that lack of roads which is a deplorable defect in econo
mic structure should be immediately -~et right.-The demand today is that the distance
between sources of raw materials and factories and between the latter and the
consumers, should be shortened both in time and cost, and to a country desiring 
to increase its annual output, quick transport between these points is an imperative 
necessity. 

These remarks are borne out by the findings of the Bombay Economic & In
dustriai Survey Committee of 1939/40 whose chairman was Sir Purshotamdas. 
Thakurdas. The report of the Committee states that one of the factors responsible· 
for the backwardness of the Province in the realm of industrial development is thd 
different centres of consumption and of production are not connected by reason
able transport facilities with one another. Large numbers of villages are not con
nected by road with urba.n centres or railway stations. Over 40% of the total area. 
during fair weather and upto 80% of the area during the monsoon is completely 
devoid of road communications in many districts. The injurious effects of in
adequate transport facilities, the Committee state, ca.n find no better illustration 
tha.n the district of North Kanara which, in spite of vast resources of raw material 
and power, remain a backward area with a declining population. "Something has. 
to be done" add the Committee "to increase and improve the transport faci
lities in the province if the pace of inciustrialisation is to be perceptibly quicken-
ed .............. We cannot sufficiently emphasise the imperative necessity of 
Government setting right this deplorable defect in the economic structure of the
province from the point of view of both its agriculure and its industries". 

The Committee have in no way over-stated the drawbacks suffered by our 
potential industrialists. Today the waste of time, money and energey involved 
in moving a cart in the heart of rural areas is Rimply enormous. The spectacle
of a bullock cart having to be escorted by two or three attendants, in addition to
the cart driver, to prevent the vehicle tumbling down over narrow tracks, one 
side of w~ch is at places at a level of 2 or 3 feet above the other, is not at all an 
p.nusual one in certain areas of the country. Even so, thousands of villages are cui. 
off from the outside world during the four or five months of the monsoon. 

· . Nati~nf:!-i, P.~nn:ing Committee urges ~o'-nstructicln of rural road~.-,-.Attention fo 
'this matter·was alSo drawn bY,tP.e N~tionalPlanning_Committee in· 1940, und~r 

' 1,•· . - '. ' , .. , 



321 

the chairmanship of Pandit Jawaharlal Nehru. A resolution ofthe Committe& 
stated: 

"One of the most considerable handicaps of the existing economy of India 
. is the lack of cheap and adequate transport service in rural areas 

which it is considered, is likely to be provided by a better develop
ment and use of the roads as between the villages as also those connect-
ing the villages with markets". 

Rs. 5! crores can be saved in industrial costs; through road development in the fiela 
of motor transport.-High transport costs due to an a inadequate and unsuitable 
road system impede industrial expansion e'qually severally · where conveyance 
of goods by motor lorries is concerned. The Indian Road Development Committee 
state on page 33 of their report : 

"The effect of road surfaces on running costs is not perhaps fullJ realised. 
No accurate figures appear to have b~n calculated in India. But 
the following extract from an American J;>ulletin (with cents reduced! 
to annas and pies at the rate of 1 cent=6 pies) may be taken as a 
basis of comparison:-

I. Bo11t Portland Cement e.:mcrete and asphalt filled brick 
2. Best gravel, yearly average-
3. Ordinury . . . .·'. 
4. \\'eterhound macadam, well maintained 
5. Bituminous 1\lacaclam well maintained 
fl. Average sheet asphalt . . . . 
7. Be~t earth, well packed by traffic, yearly average 
R. Ordinary earth with light traffic yearly avorage 

Cost of running· 
per mile for a. 
motor car tra
velling at 25-35-

milo3 por ho t ~ 

As. Ps. 
4 s 
5 li 
5 11 
5 7 
5 4 
5 0 
6 0 
6 4 

The~e figures, which allow for depreciation, repairs and wear and tear of tyree 
as well as for the consumption of petrol and oil cannot be applierl to 
India without many reservations, but the difference in the ccHt of 
running over good and over bad roads in India is possibly not less 
than is represented by them. If they are taken as they. stand, it. 
appears that the cost of running a car for twenty miles over a bad 
unmetalled road is two rupees more than the cost of running over a. 
first class surface." 

The Provincial Motor Transport Controller, Bombay whose Department is 
in charge of the nationalised passenger bus servces in the Presidency has recently 
etated that if better roads are providtd, the cost of operation of buses can be re
duced by three to five annas per vehicle mile. The same savin6 necessarily· applies 
to goods vehicles and if industry has good roads at its disposal the savings in trans
port coste that industrial undertakings will be able to effect are considerable. For 
example, if we assume that out of the existing 46,000 trucks in the country, some 
30,000 are eerving industry and each of them operates approximately 10,000 miles 
annually over bad roads, the savings possible through an improved road system are. 
as under: 

Per t~ehicle 

10,000 miles at 3·as. per mile 
Saving on 30,000 vehiCle annually 

Rs._ 
1875-
5 · 62 crores. 
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Cheap motor transport is of fundamental importance to l!!.rge · scale industrie• 
and the provision of good roads will therefore constitute a great stimulus to industrial 
expansion. 

Roads alone can encourage small scale industrie;!.--Just a~ a riTer enriches the 
whole terrain through which it passes, so also, when an industry grows up an area, 
the resultant prosperity permeates to all in the neighbourhood and there is a 
general rise in the standa.rd of living. Instead of excessive localisation in a few belt8 
.of the country we have to ensure that the growth of industry is diffused as widely 
.as possible. Road development alone can achieve this. There are hundreds of small 
.scale industries which will receive an impetus the moment more and better road1 
.are provided. To mention only a few, these_ include the manufacture of jaggery 
.and sugar, dehydrated vegetables, fruit products, milk products, tiles, bricks, 
handloom and cloth weaving, metal ware, coir products, wooden implements, cane 
.and bamboo wares, paper pulp, straw-board, glue, etc. etc. 

Rural Roads will return Rs. 277 for every sum of Rs.JOO spent on them.-It may 
be useful to mention here that at the request of the Government of India, the IndiaB 
Roads and Transport Development Association carried out a "Pilot" Road Survey 
of certain small areas of Bombay Province in 1943, for the sake of evaluating the 
economic gain conferred by an adequate roa<i system on the community and its 
relation to the cost of constructing and maintaining the roads. The survey which 
was carried out with the fullest co-operation of the Provincial Government, the Director 
o0f Agriculture and local bodies and local officers of the area concerned, showed 
that financial benefi~s. to the community would occur under three main heads
increase in land under tillage, greater cultivation of money crops including fruits 
.and vegetables and savings in transport costs. In the selected areas, the financial 
benefits to the community under these three heads were estimated at Rs. 12 lakhs 
per year, whereas the necessary roads including satisfactory maintenance for :W 
years would cost less than Rs. 4! lakhs annually, including 3!% interest on a road 
loan redeemed in these 20 years. Thus for every 100 rupees spent on roads, the 
return through increased earnings to the community would amount to Rs. 277. 
This is independent of the inevitable rise firstly in the revenues to Government 
from various sources such as land revenue, income tax and motor transport taxation 
.l/.nd secondly in the additional traffic with which roads would feed the Railways. 
A still greater asset would be the social advancement of the community through 
,educational progress, provision of health services, personal enjoyment and the 
provision of the many other amenities of civilization, not capable of measurement 
in terms of rupees, annas and pies. 

Roads 1cill help the "savings Habit" by assisting Banking business.-Road de
·velopment can help industries, not only by facilitating production and transport 
but also by raising the tempo of several ancillary measures that create- conditions 
favourable to expansion of industries. For example one of the measures suggested 
by the Central Advisory Council of Industries in July, for aiding industrial activity,' 
was that the habit of saving and investment should be inculcated by inviting five or 
.six leading commercial banks to establish about 200 branches each in rural areas. 
Here the link 'between banking and roads \\ill be apparent on a little reflection.· 
.As these new ban king offices, numbering 1000 or 1200 in all, would be additional te · 
:the existin<Y banks, it seems clear they would have to be located· at many smalt 
:town-lets "'='hich are very poorly served by roads. In any case, since a bank can-· 
riot be located in each of the six lakhs of villages in the country, it is intended that th0" 
people of each ,-mage should deposit money in the bank situated in the nearest· 
town. But if there is no good all-weather communication between the village 
.and the bank, to enable speedy travel for the constituents of the b&nk, who may 
want frequently to deposit money in their accounts or make withdrawals therefrom, 
iit would certainly be impossible to persu~de the..village"folk ,,with.a;ll.their conser-
vative ideas, to have anything to do with banks. · · 
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The same relationship between roads and other factors contributing to industrial 
promotion can be traced if they are carefully examined. 

Road Plans.-Road Development, it was expected, would receive a fillip with 
the inau~ruration of the Central Road Fund in 1929. The Fund which was constitut
-ed on the recommendation of the Road Development Committee, 1928, is fed by a 
11hs.re of the Central Exciseflmport duty on petrol, this share being 2! annas per 
.gallon at present out of the total duty of 15 annas. However, although the Fund 
was formed for supplementing normal road expenditure, it was accompanied by 
·diminution of grants from provincial revenues with the result that the total road 
-expenditure in the country, instead of recording any increase, diminished sub-
11tantially for about a dozen years despite the existence of the Fund, and the 
condition of the roads began to deteriorate. In the interval, following the Road/ 
Rail Conference of 19:3:3 when the principle of road construction from "capital" 
was advocated by the Finance l\lember, many pr~vinces drew up plans for a capital 
programme but they were later dropped on the plea of financial stringency. 

Road Planning was revived by the Nagpur Conference ofChiefEnginee~s in 1943 
and we have now before us the Nagpur Plan which envisages the improvement of 
the existing road system of roughly :lOO,OOO miles and the addition of 100,000 miles 
of new roads. (These figures are for pre-partition India including Indian States). 
The Nagpur Conference recognised that no single factor can contribute more to the 
prospNity of India than an adequate road system. The authors of the plan also 
reoognised that ultimately savings in transport costs through road development would 
<>utweigh the cost of the plan and in addition Government revenues from road 
transport would register a steep rise, so that road construction is as good an invest
ment as that on railways or commercial undertakings. The fact that the present 
revenue from motor transport is roughly Rs. 19 crores annually as against Rs. 9 
-crores prior to the outbreak of the·War is significant in this connection. One can 
-easily expect this revenue to increase to Rs. 45 or 50 crores annually if the Nagpur 
Plan is completed, accompanied by better supplies of petrol. 

1.5 year's road transport revenue would meet entire cost of Nagpur Road Plan.
Thc framt>rR recommended completion of the works in · 10 to 15 years. The 
cost of the plan was estimate(! at Rs. 300 crores at the pre-war level of priees. At 
the present levds, it would perhaps cost about 700 erores-an amount which 
increased road transport in the country, to be fostered by the new and better roads, 
would itself contribute through revenues in a period of roughly H5 years. 

. . I 

There should thus be no hesitation in investing the above sum on road develop
ment but unfortunately the Provincial Governments as well as the Government of 
India have been constantly reviewing their portions of the programme and, with each 
revision, the chances of the allocation of adequate funds for the execution of the 
plan are receding. 

· Provinces are curtailing their road programmes.__:_It is true that by the middle of 
1946, all ProYinccs, as well as the Government of India were ready with the first five 
year plan. The total cost of the ;e plans was estimated at Rs. 183 crores, made up 
of Rs. 36 crores for National Highways which have been taken over by the Govern
ment of India, effective from April 1947, and Rs. 147 crores for other roads under 
the charge of the Provincial Governments. (The mileage of National Highways 
is roughly 14,000 or roughly 5% o,fthe to!almileage.) 

This programme, in itself but an instalment of the minimum road requirements 
·of the country, has however, been subjected to the axe. Today the plan stands 
reduced to a figure of Rs. 112 crores representing ·a reduction of Rs. 7l crores 
oYer the 1946 proposals. Half of this reduction is attributable to the separation 
ef Pakistan but the remaining half represents curtailment of the programme by some 

-of our Provinces and by the Government of India:- In particular the "Provinces of 
ll&dras and Bombay have reduced their 5-year programmes from Rs. 20 crores 
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each toRs-. 8 crores and Rs. 5 crores respectively, and there are now fresh fafks of 
other provinces also reducing their present targets, the U.P. being a case . in 
point. 

Two and a." half years of the 5 year veriod covered. by this first instalment of 
-the Nagpur Plan have now elapsed and there is little visible progress in most of 

the provinces. During this period a large portion of the funds which were allotted 
could not be spent owing to shortages of materials and delays in final preparation of 
estimates, land acquisition -etc. It is only just now that preparations for execution 
of wo~ks are coming into their stride. 

Plan must be transformed into actual roads.-To have a paper plan like the Nagpur 
Plan does not serve our requirements. It is only by the translation of the rlan 
into actual roads that industry can benefit. The present five-year plan is mostly 
confined to bridging, construction of small missing links in the road system and 
generally arresting i~ parts the deterioration of roads caused by previous neglect 
combined with war time increase of military traffic. 

Additions proposed to the existing mileage at present are insignificant. It is: 
in the remaining parts of the Nagpur Plan that the actual expansion of the road 
system is to be undertaken. Seeing that the present five-year instalment of the
programme constitutes no more than one-fifth of the Nagpur Plan and the imple-

·mentation of this instalment depends on the promised financial allotments actually 
materialising in the next few years and seeing also that no definite commitments 
have been made by Governments regarding the remaining four-fifths of the Plan, 
nor are there special non-lapsing funds earmarked for this programme, this Asso
ciation would stre:u the need for the Fiscal Commission emphasizing the paramount 
importance ofroau development in their Report and giving it top priority among the 
steps to be taken for industrial expansion in the country. To this end, we make
the following recommendations:-

(1) The Provincial Governments and the Government of India should be 
requested to restore the cuts recently made in their road development 
targets covering the current 5-year programme, 

(2) These Governments should also be urged to undertake the remaining. 
parts of the Nagpur Road Plan and complete the execution of the 
whole plan within the next 12! years. 

(3) Special non-lapsing funds from revenue or capital funds should be ear· 
marked for the execution of the Road Plan. · 

(4) Administrative arrangements for execution according to schedule should 
be perfected by the Provincial Governments since the present execu
tive machinery in some provinces is inadequate. 

(5) As, even after the completion of the Nagpur Plan, many villages in 
highly populated areas may be 2 miles away from a Road and many 
villages in other areas may be 5 miles away from suitable road commu
nications, it, is essential that villagers should be made road conscious 
and induced to construct their own approach roads with official 
encouragement and aid. 

B. HANDICAPS ON 1\IOTOR TRANSPORT 

1. H'gh ~ I rra!ionalsystem of taxation.-One of the factor3 con' ributing to the 
high cost of transport borne by industrial undertakings is the very high level of 
taxation on motor transport and more particul<'.rly the absence of correlation between 
the Ce~tral and provincial taxes and lack of uniformity in the latter. Under th~ 
present system some pro.vinces-:-particularly Madras-have imposed stag~,;ering. 



325 

tax burdens on motor lorries and buses; and there is a total absence of reciprocity· in 
the levy of provincial taxes so that Iorreis operating on trans-bord'.ll' route h~:we to 
p.ty taxes separately to every administrative unit into whose area. the vehicle may 
enter. · 

I<'ir~:~t of all a eomparis0n between motor taxation in India and that in other
countries will be of interest. The following figures are based on a memorandum. 
issued by the India.n Roads Congress : 

Motor Percent&ge Taxation 
Expenditure vehicle of motor per 
on Roads taxation vehicle motor 

taxation to vehicle 
road 

expend!ture 

Rs. Rs. Rs. 
Crores 'Crores 

U.S.A. (1935) 302 162 54 47·6 
United Kingdom (1934). 80 78·5 98 262 
Frunee ( 1932) 53·6 36·5 68 212 
Germany (1930/34) 48·3 46·3 96 222 
India (1939). 6 9 150 509 

Thi~:~ statement shows the.t in 1939 when the petrol duty in Inr:lia was 5 annas 
lcs::! per gallon than at present and when there were no provincial Sales Taxes on. 
petrol, motor taxation represented 150% of road expenditure. A motor vehicle was 
tax<·d Rs. 509 in India annually, or nearly twice as much as in the U.K. and ten 
timc>H PH much as in America. The iftcidence of taxatioP in India has considerably· 
incrrased. 

:!. In England, it may be mentioned, thrre is considerable agitation for a re-
duction to be effected in post-wax taxation. It is pointed out that even before 
the Wl'.r the taxcb on motor transport were inflating the cost of carriage and h>wing a 
restrictive effect on industry and that apart from there being neither logic no:r:· 
jm;ticc in ~;electing one form of transport to beat the burden of discriminatory 
taxation from which other forms of transport are exempt, the share of road costs 
directly attributable to the use of motor vehicles would be more than covered after· 
making a very considerable reduction in the existing scales of tax. These rema.rks 
arc, needless to say, equally applicable to India . 

. Motor transport pays 4 times its legiti11Ulte share of road costs.-Attached are 
extracts from a report of an official committee on "Future of Road Transport &·. 
Road/Rail Relations". They contain interesting comments on what would be a 
reasonable tax on road transport, to pay for its share of the cost of road construCtion 
and maintenance. It has been shown that a tax equivalent to 1 ·65 pies per net 
ton-mile of load will be in equitable charge, as against a minimum of 6 pies {25% of 
opPrating cost) now collected. · 

3. The Report goes on to say that after meeting the share of road cost~>, motor
transport pays 18% of its operating cost to the General Revenues of the country and 
as a m<'asure of comparibon, states that the equivalent contribution to General, 
Ucvcnucs by Railways is 5 ·89% of its working expenses. While this would inaicate 
that the rate of motor transport contribution is jw,t three timeb that of the r:1ilways, 
we believe it is in practice much more, because the rBilway contribution con'!ists in 
the main of the '.' 1% capital E t charge" which i.;, to come out of the profits of the rail
way operation and the equivalent of this in the road businesb is the income tax. 
paid by road operators which has not been takeP into account• Howevex: Wt'1 need. 
not labour the point since the author~> of the report agmit that "the total taxation. 
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(on motor vehicles) is discriminatory and contrary to the principle that the function 
-of the State is not to favour one mean.'! of transport a.t the expense of the other" 

Forms of TaxeJJ levied.-1\lotor transport taxation at present consists of: 
<(a) Taxes levied by the Central Govenment. 

I. Import/Excise duty on petrol , • . 
2. Import/duty on motor vehicle parts & accessories 
3. Excise duty on tyres 

r 
'I'a:ies levied by Provincial Governments. 
1. Provincial taxes on motor vehicles . . 
2. Sales taxes on petrol and lubricants . . 
3. Sales taxes on new motor vehicles (estimated 1949) 

Revenue 

Rs. Crore.~ 
10·30 
1·89 
1·24 

13·43 

2·58 
3·76 
0· 50' 

20·27 

(NOTE.-Revenue from petrol duties represents average of two years ending 31-3-46. 
Other figures are for 1945/46). 

Taking India as a whole, the incidence of taxation on industrial haulage a.t 
J>resent exceeds 8 pies per ton-mile of goods carried. \\nat this means can be 
llllderstood better by saying that the incidence of·Government taxation on motor 
'transport by itself, exceeds the average amount charged for transportation on rail
-ways. 

· The Association firmly believet. that cheap traru.port it. the sine quo non of 
~the country's industrial prosperity and that India needs cheap road transport no 
·less than cheap railway transport. 

Anomalies of Provincial TaxeJJ.-While this or the general picture, great 
anomalies exist between one province and another because of the independent 
·powers of provinces to tax vehicles and petrol. The Provinces fail to regard the 
~ot?'l taxation on motor transport as a correlated whole and the result is that the 
InCidence of provincial taxes in one province-1\Iadras-is nearly twenty times as 

·heavy, or certain categories of vehicles, av the incidence in another province-Bengal. 

The effe<.t of certain province,: levying such it, tolerably heavy taxes is to raise 
,the cost of road transport to such a high level as to frustrate, undermine and defeat 
all efforts that are made towards promoting agricultural and industrial production 
:in the country. . 

The seriousness of the problem created by unregulated provincial taxes can be 
. .seen from the followincr ficrures showi.r>g th£. incidence of vehicle t&xa.tion in different 
' . 0 0 ...... 
__ pro\ wces : 

:\Iadras 
Bombay 

Province 

Bihar & Ori~sa 
Assam 
C. P. 
U. P. 
W. Bengal 
E. Punjab 

Rupees per annum Provin
c·ial taxes on 

lfotor lorry 
capable of 
carrying 
roughly 

3 ton loads 

ll73 
440 
300 
220 
550 
195 
150 ' 
200 

:\Iotor bus 
seating 21 
passengers 

2520 
400 
35S 
150 
50-1 

186 to 397 
120 
165 
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To add to the complexity of the problem similar varitions abo · e~t in the

provincial Sf les taxes on petrol ; the highest being 6 ann!l.s per gallon and the lowest. 
li annas. 

It will be seen from the abovtl table that the difference in taxation between a. 
truck in l'rladras and the average truck elsewhere comes to roughly Rs. 870 per year. 
Therefore if a. truck carries 60,000 tons of goods annually, with no petrol rationing 
it can carry only one-third of that with the petrol it now received-the M:adra.s 
truck costs 21 pies per ton-mile more than its average. CounteJ.1>art in the rest of" 
the country; and with rationing of petrol in force, the 1\Ia.dras truck at pre.~ent pay3 
per to~mile !l pies more in taxation than trucks elsewhere ! 

This Association b.lieves that the .best way of preventing the present abuses is' 
to make motor vehicle taxation and pe1 rol ~oales taxes a central subject with arrange
ments for the Centre to distribut< the yield among the provinces. Taxation will 
then be uniform and the double taxation, which now ·impedes inter-provincial traffic, 
will automatically cease. This will be in consonance ;with and in fact appears to be 
a necessary corollary to, the action the Central Government has taken by way of· 
transferring National Highways from Provincial to Federal ownership. · 

Until this is made central it should be deiinitely laid down that a single tax· 
levied in the Province or State where the vehicle it registered should cover the opera
tion of the vehicle anywhere in India and that no province or State will have the 
power to impose an additional tax. 

II. Re.<Jtrictions under the Motor Vehicles Act.-1\Iore serious than the high and~ 
irrational taxation of motox transport it. the grave los~> to industrial activity caused 
by artificial restrictiovs on road sen ices under the Indian Motor Vehicles Act 1939, 
in eonbequence of which indmtry ib denied the necess:uy measure of freedom to 
use road transport when and wha~a required. Numerous artificial restrictions 
imposed unde:- the provisions of this Ac+ have throttled road transport during the 
past few yearE., placing a premium on the wastage of transport potential in spite of" 
the serious shortag:) of transport which has been prevailing since 1940. 'Ve give· 
below a brief analysis of some of the provisions of the Act. 

First of all, Section 44 of the Act makes it obligatory for Provincial Governments. 
to divide each province into a number of regional areas and to entrust the adminis-· 
tration of the Act to the Regione.l Authoritie~ in the respective areas. The effect 
of this, it is now seen from the experience gained during the past ten years, is to bring· 
about fotcible fragmentation of road transport. 

Section 53 of the Act requires the Regional Authority to be satisfied, even when. 
issuing a privat9 C'1rrier's permit, that the vehicle will not be used except in con
nection with the busine~s of the applicant. Recent experience in the U.P. and. 
elsewhere proves that Transport Authorities often take many months to con~ 
vince themselveb that a permit will not be e.bused. The result is that a business-· 
man aftN e.pplying for a permit for conveyance of nis private goods has to wait for· 
months to obt::'-in the permit. · 

Section 53(2) of the Act requires that permits may define the areas in which. 
they r,re to be vdid, thus a Regional Transport Authority often restricts the use 
of the vehicle to pr,rticular sections of the region. 

Section 55 of the Act r~quire~ tne Transport Authority to consider whether the 
gent-ral iotel"i Bts of the public will be promoted by the issue of a public carrier'"~· 
permit, and it further entitles other transport operators in the area to make repre
sentations to the Authority, opposing the grant of a permit. These provisions are· 
very significant. As can be readily appreciated, a group of operators on a route 
may wish to obtain a monopoly for themselves and will naturally endeavour to put alh 
sorts of obstacles in the way of a. new comer. It is not ~nrprising therefore that when • 
an application for a permit is made, other operators in the region may turn up to-: 
argnfl that the additional permiL is not necessary. But even wh~re no such arguments• 
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·'are aavanced by the existing openitors, there is no yardstick by which the Transport 
-Authorities are to measure the interests of the public and it is not unusual to hear 
of rejection of applications on the plea that the issue of permits would not be in the 
:JlUblic .interest. 

. Further the Transport Authorities have power to limit the number of permits; 
and the impression has evidently gone round that because the Authorities have 
this power, they must, of necessity assume that most of the permits applied for are 
unnecessary. Some Authorities have gone further and, concluding that the satura
tion point in road transport field has already been reached, have.announced that no 
new permits will be issued. Some other authorities have fixed ceiling limits speci
fying the numbers of vehicle8, which they have laid down, should not be exceed-
_ed. -

.'S~ction 57 of the Act lays down that an applicant for a public carrier's permit 
rahall be made not less than six weeks before the date on which the permit is to he 
.operative-~ The section also prescribes the manner in which all applications are to 
.he published and objections invited. . -

It is the general experience that the issue of a permit generally takes 2 to 6 
:months. -

; Sub~section 2 of section 58 lays down that renewals of permits shall be treated 
as new applications for permits and therefore subjected to all the delays enumerat

.ed above. 

Section 63 which is one of the most objectionable Sections of the Act states 
~that a permit granted by the Authority of one region shall not be valid in any other 
.region unless it is .countersigned by the Authority, of that other region. The only 
,exception is in the case of temporary permits where one authority with the concur
rence of the authority of the neighbouring region may issue permits valid for the 

,two regions jointly. 

Although each Regional Authority takes at least 3 months to issue a permit 
there are provinces where an operator, who wants to run his services from one end 
of a province to another, is forced by the Act to approach each Regional Authority 
in turn so that it generally takes very nearly a whole year for a permit to be obtained, 
valid for the whole province. Surely nothing can scare away prospective operators 
from the transport field more effectively than a provision of this nature, particularly 
as in many provinces the duration of permits is limited to one year or less. 

The very creation of numerous Regional Authorities within one province has 
.created a vested interest in fostering the fragmentation of road transport. It is 
true that the Provincial Transport Authority in a pro,·ince has the power to take 
_into its own hands the issue of inter-regional permits but certain pro,inces ha.-e 
been content to leave the matter in the hands of Regional Authorities, thus placing 
inter-regional sen·ices at the mercy of a large ,number of Regional Authorities. 

Inter-provincial permits.-The handicaps attBndant on inter-regional services 
.are intensified when permits ofinter-pro,·incial ,-alidity are re(1uired. After sC'curing 
a permit valid up to the provincial border, the operator has to approach the au
thorities of other pro,·inces or States for counter-s;gnaturc of the permit. This 
accounts for the paucity of inter-provineial sen·iees, aahough the efficiC'ne_y of many 
oi our industries-existing and potential-is dependent l•ll the existence of the 
quick and flexible means of inter-proYineial transport that the motor lorry alone can 
provide. 

Duration of Permits.-Finally an'Jther great deterrent tn rhr expansion of motor 
transport is the practiee of issuing permits for such a short j ,_.r.,d as one year. In 
.l!OIDe provinces, petmits are issued for still shorter periu , - ;Lich as 3 months
because the allthorities want to d<'l'idc wheth·:r 0r nnt should n:1tionalise 
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.Z.oad transport. The permits are restricted to 3 months even in provinces· 'where 
·na.tionalisation~ven if it should ultimately be decided upon-can never take pla.ce 
'for 2 or 3 years. A'! stated above, the major part of a year is exhausted by the 
time a permit is secured and in the absence of security of tenure for a period sufficient
ly long to enable them to recover their capital outlay, investment in the trans
port business cannot attract well-organised operators. We would therefore urge 
that the recent orders of Provincial Governments under which duration of pe1·mits 
has Lecn restricted, should Lc revoked; 

In conclusion, we would recommend the following measures ! 
{l) That the Regional and Provincial Transport Authorities be asked to issue 

permits for goods vehicles, both public and private, automatically and 
without any restriction, - · 

C(2) That vexation~ delays in obtaining in~er-regional and inter-provincial 
permits be eliminated by the issue of permits which do not require 
counter-signature. The Act ·should be amended for this purpose. 

(3) That permits valid for more than 2 regions be issued by the Provincial 
Transport Authorities (instead of by Regional officers) where this is 
not already the case, and 

(4) That the duration of permits be restored to the original period of three 
years. 

Until these measures are taken we cannot hope to see road transport making its 
.due contribution to the country's industrial development. 

III. Restrictions on weights.-A factor which raises the cost of road transport 
jg the prohibition of trucks of an economical size, on account of weight limits pres
cribed for motor trucks in most of the provinces. Just as traffic on meter and 
narrow gauges of railways is costlier than that on broad gauges, so also transport 
by small vehicles is costlier than transport by medium sized vehicles. . 

To make t>conomical road transport available to industrial undertakings it is 
necessary that a medium sized vehicle of a total laden weight of roughly ..8 tons 
(which will have a nett carrying capacity of nearly 5 tons) should be able to use the 
.roads. At present the U.P. and the East Punjab permit a laden weight of 8 tons 
but many other provinces have lower limits in force. 

In sume cases the restrictions were originally imposed on the plea that certain 
bridges might not be able to carry higher loads, but war-time military traffic has 
.demonstrated that many of the so-called weak bridges can carry double the pres
cribed loads, and still there is no inclination on the part of the Authorities to re
-eonsiLler the old limits. 

\Vhere restrictions cannot be attributed to bridges, the plea is that the roa.::l 
.sy8tem is not strong enough. In this connection, the following paragraph taken 
from a publication of the Indian Roads Congress is of interest : 

"It is in the prescribing of these laden weights of the vehicle and of an axle, 
that there is the greatest divergence between Provinces. It is under
stood that the gross load ·prescribed varies from 3! tons to 8 tons. 
Though there might be vanations due to road conditions, it is believed 
that tne large variations from 3l t:J 8 tons could not be due to this as 
the capacity of S;)me of the roa::l; at least in the Provinces where lower 
limits are prescribed are not inferior to the roads in certain other 
Provinceli wn:re higner limit i:~ allowed". 

We w Nll therefo:e recom n:nd that Pro;incial Government3 should be re
.queste.l tJ r<!VJ\?W the ex;sting we;ght limit3 an.d to permit the laden weight or' 8 
ton;; _im.neltatdy except wh.:lfd the road foundations or bridges- are demonstrably 
.inadequate fJr such a. load. 
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IV. Distance restrictions on road transport.-Another serious restriction with 
which industries using road transport are tnreatened in future is the Central Go
vernment's re~o~mendation to Provincial . Governments that road transpori 
should ~e prohibited .on all but short hauls, m order ~o force traffic to the railways. 
According to a draft Code recommended by the Government of India, road trans
port is to be restricted to between 50 and 100 miles, and even under the Select Com
mittee's Report on the Indian Motor Vehicles Amending Bill, such restrictions 
would operate on routes exceeding 150 miles. 

The object of this proposed restriction is to prevent any fall in the revenues of 
Indian Railways which are owned by the Government, and it is argued that if 
Railways incur any loss because of road competition, such loss will have to be 
borne by the general taxpayer. However true this argumen~ might have been a. 
dozen years ago, the position has now completely changed. Today-and more parti
cularly when conditions return to noral-restrictions on road transport can benefi-. 
railway revenues only by inflicting a much greater loss on the revenues of the Govern
ment of India from other sources. For instance it has been shown earlier that on 
every ton of goods carried by motor transport the Central exchequer derives a. 
revenue of 4! pies after meeting the motor vehicle's contribution towards the 
Road Bill. A three-ton_ lorry operating every alternate day on a. 200-mile
route would thus bring in a net profit of roughly Rs. 2400 annually to the Govern
ment of India. 

It is clear that the financial considerations which· constituted the justification. 
for the Government of India's draft code were higher to examine only from the
point of view of the railways and not in their relation to Government revenues as ~ 
whole or in relation to the general taxpayer. A detailed examination ";II show 
that instead of bringing in any financial gain to the Government of India or to the 
Indian taxpayer, road transport restriction would inevitably result in a serious. 
and very considerable loss of revenue to j;he exchequer. 

In the attached pamphlet prepared by the Association early in 1947 we have
analysed the dangers attendant on any policy of road transport restriction. Be
sides showing that the loss to Central Government revenues, through prohibition ot 
long distance road transport, would be more than double the income that might be
derived by the railways from traffic deversion, we have shown that : 

1. It would be detrimental to the efficiency of the various agencies of trans
port because it would remove the stimulus of healthy rivalry, and 

2. It would work against the interests of the public and particularly against. 
the interest of industrial concerns by denying them the right to
transport their goods by whichever mode is most speedy and con
venient for their purposes . 

. w·e would therefore urge that the proposed restrictions should be given up and in 
case other means of transport require protection, such protection should be confined 
to traffic on route lengths exceeding a day's run by road, since, within this distance,. 
which varies from 225 to 300 miles, road transport provides an unquestionably 
superior and more efficient service, the advantages of which should not, under any 
circumstances, be denied to India's industries. The sort of protection that can be 
considered for routes exceeding 300 miles-if protection is found to be justified-is 
a provision that road transport should not undercut equivalent railway fares, so that 
competition between road and rail may be strictly on the score of efficiency or suit
ability for individual requirements. 

V. Road/Rail Co-ordinati~n.-We consider that road transport can be used 
by the railways to increase _the efficiency of the ~ailwaJ service to a consi~erable 
extent on-the lines adopted m the U.S.A. and lJmted Kmgtlom. In Amenc::~. for 
instance the Southern Pacific Rly. Company introduced a subsidiary road carriage 
service as long ago as 1929 by means of which they have .accelerated their train._ 
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Her~·ires to a remarkable exent. The road services operate from and between a. 
Benes of selected rail heads and are used to provide fast freicrht facilities for inter• 
mediate stations and branch lines. The substitution of road se;vices covering parallel 
routes have enabled train scheduled to be cut even for passenger trains. Consign
ments reach the stations which act as rail heads for the road services as much as 
24 hours sooner than could be achieved by the fastest freight train and branch 
lines are coYered far more effectively by road services than they can be served by 
freight trains. 

Almost without exception, distribution by lorry enables the railway company 
to effect savings in locomotive fuel, train miles, car miles and wages of freight train 
crews, which in the aggregate more than offset the cost of operating the,road freight 
servicrs. In effect the improved services provided by the lorries costs the railway 
less than the less efficient serVice which the trains a~one could supply. 

In the United Kingdom also a similar policy has been adopted. The following 
extract from "~Iodern Transport" of the 14th June 194:7 is of interest in this con-
nection: · 

"Tbe Great \Vestern Railway zonal scheme is designed to give a one-day 
transit time for small consignments of merchandise by . goods train 
between all parts of the G.W.R. system~ven remote villages. 
Collection and delivery within the zone is undertaken by the com
pany's road fleets operating from the main and sub-depots instead 
of a larger number of individual st(f,tions. The concentration of 
traffic at a much smaller number of stations enables moro traffic to 
be made up into full truck loads and desptached by fast freight 
service direct to the .~istribution centres in other zones, thus elimi
nating to a considerable extent intermediate transhipm~'mt and con
tributing to a safer and speedier transit of commodities". 

~U11UdARY 

\Ve earnestly recommend that : 
A. Road Development should be pushed ahead by the restoration of the recent 

cuts in the targets of the current 5-year plans and by provision of special non-lapsing 
funds, strengthening of executive machinery, etc. The whole of the Nagpur Road 
Plan, of which only one-fifth is covered by the present 5 year programmes, should 
be completed within the 15 year period 1947-1962. 

B-I. A rational system of motor vehicle taxation under which the Centre would 
collect the taxes on a uniform and equitable scale should replace the existing pro
vincial motor vehicle and provincial petrol sales taxes, so that dual taxation of 
trans-Lorder services and excessive taxes in cer'tain of the prov,inces may be re
medied. 

II. Art.ificial rP<>trictions imposed on road transport under the cumbrous adminis
trative machinery of the Indian Motor Vehicles Act 1939 should be abolished, 

III. \Vmghtttmits for motor lorries should be raised to 8 tons laden so as to 
make the operation of motor vehicles more economical than at present. 

IV. The proposrd distance limits for goods services by" road, under the Govt. 
of Intlia,'s draft code, should be droppe(l, 

V. Road frail co-ordination and over-all transport efficiency should be furthered 
by concentration of railway traffic at really important railway stations, with road 
services operating for collection and delivery betw.een them in replacement of 
l'imallcr railway stations 

18 M. of Com. 
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·tHE BOMBAY SHAREHOLDERS ASSOCIATION BOMBAY. 

NOTE ON SECTIONS !l6 (A) AND !l6 (B) OF THE CANADIAN COMPANIES• 
ACT. 

Section 96 (A) is as foll<Jws :-

96A. (1) Every director of a public company shall furnish annually to the 
secretary, for the information of the share-holders of the company at the annual 
genernl meeting thereof, a statement setting forth in detail all shares or othrr ser·uri
ties of the company bought or sold by him, for his personal account, directly during 
t.he twelve months immediately preceding such annual meeting. 

(2) No director of a public company shall speculate, for his personal account, 
directly or indirectly, in the shares or other securities of the company of which he is 
a director. · 

(3) Every director of a public company -who neglects or fails to make a true 
and accurate statement of such transactions as required by sub-section one of this 
section, shall be guilty of an offence and liable on su.mmary conviction to a fine not 
exceeding one thousand dollars or to six month's imprisomr.ent or to both fine and 
imprisonment. 

(4) Every director of a public company who shall speculate, for his 
personal account, directly or indirectly, in the shares or other securities of the 
company of which he is a director in contravention of subsection two of this section, 
shall be guilty of an offence and liable on summary conviction to a fine not exceec11ng 
one thousand dollars or to six month's imprisonment or to both fine and imrrison
ment. 

This section is self-explanatory and has been referred to in the note on the report 
of the Canadian Commit>sion on price spreads. 

Section 96 (B) Reads as follows :-

96B. (1) The directors of a public company shall not authorise the issue and 
allctment as fully paid shares in the capital stock of the company having a nominal 
or per value, except for a consideration payable in cash to the total nominal amount 
of the shares so issued, or for such consideration payable in property or services as 
the directors may determine may express resolution to be in all circumstances of the 
transactions the fair equivalent of cash to the total nominal amount of the shares 
proposed to be issued : Provided that the directors may apply to a judge for a dec
laratory order with relation to the consideration for the last mentioned shares in 
like manner and with like effect in all re::<pects as provided in any by subsection rune 
of section twelve of this Act. 

(2) Subject as hereinafter provided, every director of public company who is 
a party to authorising the issue and allotment as fully paid of any shares of the capital 
stock of the company haYing a nominal or per value shall be liable, jointly and seve
rally with his co-directors, at the suit of any director, shareholder or creditor of the 
company, to make good to the company the amount by which the consideration 
actually recr-ived by the company for any shares so issued and allotted as aforesaid 
is found by the court, after full inquiry into the circ-umstances of the transaction, 
to be less than t!Je fair equivalent of the ca,;h, IYhich the company ought to have 
recein'(l for such sharps if thc·y had been is,;; ned and allotted fur cash ifthe resolution 
referred to in sub-section nine of o<ection b1dn' of this Ac-t has nut been passed or 
if it i-; proYed, as to any suc-h first mentioned director, that such direc-tor. 

(a) had knowledge that the consideration so received by the company was not 
the fair equivalent of the cash which the company ought to have received if the 
"l>'"'"'" h:cd hPPn is;mprl nncl nllnttNl fnr f'fl,sh · nr 
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(b) failed to take reasonable steps to ascertain whether such considerations so 

recein•d by the company was in fact the fair equivalent as aforesaid. 

(3) Xo suit shall be commenced against the directors of a public cop}pany or 
any of them under the authority of subsection two of this section by any creditor. 
director or shan• holder of the company ·without the consent in writing of the Secre
t:lry of State ; and no such suit shall be commenced by any creditor of the company 
until an Pxecution at the suit of such creditor against the company has been returned 
un~ati,;f!ed in whole or in part: and rio such suit shall be commenced after the expira
tion of three years from the date of the allotment of such shares. 

(4) This section shall not apply to any mining company, that is to say, to any 
company whose principal objects are the exploration, development or operation of 
minin!! properties and whi<.:h, if it has commenced actual operations, is carrying out 
such objects as its principal bu~iness. ")lining propl'rties" includes mines, mining 
depo;;it>~, mining rights metallifcrou~:, lands, mining d~ims or any interests therein 
indwlinf! any option o: licence in connection therewith. 

This Hl·dion has also been referred to in our note on the r<'port of the Canadian 
Comrni.;.;ion on price spreuls. It will be seen from Section o1w that n. snfeguard 
lws been provided against acts of promotors who exact from the company amounts 
out of proportion to the Yaluc• of the assessed transfer, by takinh advantage of their 
fiduciary possession. 

A n·ference to Section 12 may be explained. Under this section power has 
lw<·n gin·n to thP Directors of a company to apply to a judge in Canada to determine 
a,; tn wlwtiH'r any consideration payable for property or st>rvices in lieu of shares 
allot ted in tlw ('H pi tal stock of a comp.<tny as a fair equivale-nt or not. That proce
d 11r,, lJ:l.~ been atlupted for the purpose of Section !HiB wherC' fully paid sharC'S are 
alluttl•d to promotors in exchange of property transferred by promotors to the 
company 

NOTE OX SECTION 51 OF THE ENGLISH COMPANIES' ACT 1948. 

In 1943, the Board of Trade appointed a committee with l\Ir. Justice Cohen 
a~ Chairman, to considC'r and report upon the major amC'ndments to be made in the 
En~li,.;h Companies' Act, 1929 and in particular to review the n•quirements presrribed 
in rrgard to the formation and affairs of companies and the safeguards afforded for 
inn~stors and for the public interest. The committC'e consisted of 13 members 
comprising representatiYe interests, surh as bankers, stork exchange interests, 
lawyers, arrountants, etc. The committee made a unanimous report which is 
popnl<lrly known as the Cohen RPport. In paragraph 28 ofthe report the eommitt~ 
reeomnwn<lcd that where a company stated in its prospectus that an application 
woul<l he made to the stock exchange for quotation of a scrip and the application 
i::J not ma<le or if made, is not granted, then all moneys sent along with the applica. 
tion shoul<l be repaid. Effect has been given to this recommendation by Section 
51 of the Engli,;h Companies' Act, 1948 which is as follows :-

5l. Allotlllcllt of shares and dt~entures to be dealt in on stock e.rchange.--(1) 
\rbew a prospectus, whrther i.;;,;ued generally or not, states that application has 
!wen or "ill be made for permission for the shares or debentures offered thereby 
to l>e tkalt in on any stock cxC"hangP, any allotment ma<le on an application in 
Jlllr;;u;mee nf the prospC'ctns shall, "·hrnnn:>r ma<lc, bo Yoid if the pcrmis-;ion ha'l not 
lll'rn "l'l'liL·tl fur befure the third day af'ter the first issue of the prospectus or if the 
]•lTIIti,;..;ion has been refnse<l before the expiration of throe wed~s from the date of 
thn dll.~in~ of the subseription lists or such longer period-not exceeding six weeks as. 
may, within the ,.;,tirl three weeks, be notifiecl to the applicant for permission by or 
on Ll half of the stock exchange. 
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(2) ·where the permission has not been applied for as aforesaid, or has been 
refused as aforesaid, the company shall forthwith repay without interest all money 
received from applicants in pursuance of the prospectus, and, if any such money is 
not repaid within eight days after the company becomes liable to repay it, the clirectos: 
of the company shall be jointly and severally liable to repay tha.t money with intere::~t 
at the rate of five percent, per annum from the expiration of the eight day : 

Provided that a director shall not be liable if he proves that the default in thet 
repayment of the money wa.s not due to any misconduct or negligence on his part. 

(3) All money received as aforesaid snail be kept in a separate bank account 
so long as the company may become liable to repay it under the last foregoing sub-l · 
section ; and, if default is made in complying with this sub-section, the companyt 
and every officer of the company who is in default shall be liable to a fine not exceed-: 
ing five hundred pounds. 

(4) Any condition requiring or binding any applicant for shares or debenture~ 
to waive compliance "ith any requirement of this section shall be void. 

(5) For the purposes of this Section, permission shall not be deemed to be reoo~ 
fused if it is intimated that the application for it though not at present granted 
will be given further consideration. 

(6) This section shall have effect :-

(a) in relation to any shares or debentures agreed to be taken by a person 
nnden\Titing an offer thereof by a prospectus as if he had applied 
therefor in pursuance of the prospectus ; 

and 

(b) m relation to a prospectus offering shares for sale with the following 
modifications, that is to say :-

(i) references to sale shall be substituted for references to allotment 
(ii) the persons by whom the offer is made, and not the company, shaL 

be liable under subscription 
(2) to repay money received from applicants, and references to the 

company's liability under that sub-section shall be construed a<>r 
cordingly; 

and 
tiii) for the reference in subsection (3) to the compnay and every officer 

of the company who is in default there shall be substituted a refer
ence to any person by or through whom the offer is made and who 

· knowingly and wilfully authorises or permits the default. 

The effect of the Sef"tion is to afford to the investor a greater measure of security 
and as no public company worth the name can afford to allow its shares to remain 
unquoted the protection given by the Section is most valuable in that it tends to 
dissuade promott>rs from putting on the market unsound prospectuses. The rules 
of tht> London ~tock Exchange go much beyond the ordinary law as information not 
requirerl by the Companies' Act has to be given to the Stock Exchange. In para
graph 24 of its I'?port the Cohen Committt>e hils referred to the stock exchange 
requirements as giving a powerful sanction against undesirable floatations. 

NOTE ON THE REPORT OF THE ROYAL CO:.\DIISSIO~ 0~ PRICE SPREAD~ 
APPOINTED IX C_\~ADA 

The above Commission. W<"l.S appoint..d in C<',n<,d~• iu 1934 in t>rlkr to in;vestign.tt 
the C<i.Ust>s of the l<org0 ::;prea.ds bt-twel'l\ the ptic,'::; rc>ct'ived by prJuueers a.nd tht 
prices p:loid by consumers. 
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In ~he ?our.-;.e of.iti> investigation the commission went into various a.sp3cts of tn<l 
1·•:•JJ.l'JllllC .~ttu .... tJOt\ lll ilimud:t including que.-;tions pertJ.iuing to CJn,ccn,tnti·Jn of 
w~tw::; pow?r ll\ brge corporatiou.s engJ.ged in production o. distribution together 
wtth questwus affecting the corporJ.te system as a. whole. Its recommCI\dations 
Otl these subjects a.re COI\tained irl Chapter III of the report. 

Tlt•J conuni.-;.~iot~ recommended that a federal trade aud industry commission 
hh'JUl•l be :tppointed an,d tlutt a.s pJ.rt of the activities of this commission a Securi
tit·.; Bo;trd should be appointed wiL t\) following among other functions .-

(i) To review and investiga.te c:ctpital structurzs of companies. 

(ii) To p l.:>s ull i.ssues of lJonA8 or stocks after careful consideration. 
-

(iii) To scrutiuisc advertisemct~t P.t\d publicity materiall, a.ccompanying such 
l.>HUCS. 

(iv) The Bo<trd to have no frJtl'"r farmally to approve but it should have power 
mcrdy to reject an issue. 

(v) Xo comp<>.rw or investmCi\t house whose proposed issue of shares is under 
nwicw, and not rl'jccted should be permitwd to make any reference to that effect 
in its literature. 

The above recornmend,ttions were given effect to by the pa.ssing of the Securi
tie-; Act, HH.'Y <trld the S·Jcuritics Amcr~dment Act, 194:6 both of which were repealed 
l1y the Securitiu.-; Act, 1!).!7 P.s would be seen from the other note. 

Th•J 0Jmmi.-;sion also r<Jcorum0ml•xl th~tt "stock-watering" should be prevented 
l1y tU\king it illega.l for director:'! and promotor;; to issue fully paid shares unless the 
cqmp••nY lns received adequate consid..,ra.tion for these shares. This recommenda
tion w·•.i> given effect to by the incorpor<~.'tion of Section 96(B) in the Canadian Compa
nies Act as to which a separate note is submitted. -

The Commi.~sion further recommended that directors should be prohibited from 
»JH'.:lll •,j in~ in the sha.re.~ of tht~ir company an,d that they should disclose a.nnually 
tlw Pxknt of their holdings and the ch,J.nges therein from time to time. These 
re<·ommend·ttions have been incorpomted by amendment of the C<tnad.ian Act as 
will be :il'Pll from Section, 96A. 

It i.-> interesting to point out th<tt the Commission came to the conclusion that 
"the whok' trend of law should be towa.rds putting the Managers and Directors in 
a. tru,tce c:tp<wity with Iespect to all security holders''. The following observations 
at page,;; 38, 3!) and 43 of the rqJort will repay perusal. 

Remedial Suggestions 

\Ve 1\'lW come to ;mg~e:;tion<> and recommendations for remedial action. In 
m:\king these recommend,1,tions we are not so optimistic as to believe that any 
h-•ri,.,btion, however wisely conceived and effectively administered, will pre
vt~lt :tll fooli:;;}, investments or all unsound comp?.ny promotion. \Ve hcwe, in
dP<'d, no right even if we h(l.d the desire, to take away from the citizen "his ina
lit·lrtblc right to make a fool of himseli". \Ve do, however, feel that we have the 
riuht to attempt to prevent others making a fool of the citizen. Vve would empha
si~c aL;o, first, that permi::~sion for a group of persons to be incorpomtc it~ to a company, 
shoulu Lc \ iew<·d :.::; t;, Y ..,lll[.Lle concession granted by the state, especially in relation 
to the convenience of a general restriction of personal liability and second, tha.t such 
a con<'ession involves corresponding obligations and responsibilities. Not the least 
of tL.eso obliaa.tions is to ensure that there shall be full and accurate information 
as to all the facts concerning every company that seCDJS incorporation Or fin?.ncial 
support from the public after such incorporation. 
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,'e may l;l.!t,,c:pate :-.t the outset a general objec~.v.· that '\\ill be levelled at 
many of our suggPstion<~, n'1mely, that Canada is a young and developing country 
and r.s :·uch need; r,nd will COP.tinuc to n<led capital ; that no unncces:.;ary olJsb.des 
Or di.;c::Jar:.g,~ments should therefore be phced in the way of the BS:>emhling of RUCh 
capital frvm the investing public .. To tlus objection we have one <>-n.,wer. All 
our recomm<:>nd. ·.tirm-, ;.re de,;igned to cn,courr{~e sound d"velr1pm"n.t throu'!h the 
discourageml'nt of un.sound and reckless promotions of the kind whi('h too often 
characterised the fin•',ncid hi::;tory of this comJ,try in the Ltst fifte·c:n y<·<>.rs. Even, 
if, for the s,:,ke of Mgumnnt, w~ mr.ke e.n P.d'llission, the validitv of which we do 
not accppt th'lt some c opitd might be frigMPned away by h.,,:-s dl'.-<i~l'.r'd to pw
tect th~ invc,;tor, the amount of s•lch c-:-.:·it.~1.l i,.; not likely to come within nw<.,~ur
able di,t::w.ce of th-~ millions lo.-<t to this cunntry by unwi::;e :·.nd rPcklPl'S promotions, 
millicns w··.ic!t might have been s~.,-r>d if some of thP reco::nm~:-~d ... ti m.; we arc about 
to mc>.ke ll'.td had the fon·e of I .,~-. 

The Prevention of Stock- JV atering-The Securities Beard. 

'Ve now come to a most importf'..nt point, n•>,mely, provisions to di:.;cour?.gc :;;tock
waterin.g which is, at times, ahn0st as d'Cstructive as currency deba,;em:nt. ·where 
the capitnl structure is illusory it falsifies r.ll statistics r.nd C<>lculation-> ba-,. ·(1. upon 
it. To strike at tlus practice we nH•,ke two recommend;",tirms : fin;t, tl•e.t it l'hould 
be mad0 illega,l for directors, promo tors etc., to i,;,;;uc fully paid up ;.:he n·s unk,;s 
the comp<'.ny recein:!s for these shr.res, adequate rm,_..,idPr:'.tion'> in en:-;h, 1-•rorerty, 
or services. The duty of investigding r.nd de>tcrmining the uleqtecy of ,;uch 
consid0rP.tion, where Ruch D<dequ:'.c·y is involved in a.ny liti;;<>.tion, should h0 phcPd 
squarely on the courts. 

Although the present legal situation is not pcrf,•ctly cJegr it would appear tlw.t 
in practice, Canadian Courts show P" rduet:'.nce, wl.ich amount::; to virtm1.l refu,aJ, 
to inquire into the P"d-:·quacy of eon,sid.·n.tion if it is in some form other tJum cuo:h. 
If, in some way, the duty of such in,quiry could he definitely ph>,ced on the Courts, 
a. most valuable step forwgrd would have h£'en tll.ken. 

·we do not think that this would b!' ph',cing <>ny bnrd•'n on the Courts which 
they could not r.dequr.tely discourage. It is a customary pra.ctice for Court~ tod<ty 
to plu.ce a value on an r.rm, an eye, orr, r.:-putdion. There is n.o rt><'son why they 
should he unr..Lle to place p, ve.lue on t>. lody of !',f·Sds given as COitsid!'rr.tion for :.tn 
issue of stock. If the decision of the Courts should be th:>t adPqtw,tL' con,:idl·r.ttion 
was not given, then liability for the bi:l.lance of the con-;id·]ra.tion unpaid should <tttach 
to the directors concern!'d, if it cvuld be shown. · 

(a) that such directors hud knowledge of the inr.dequacy of the consid\'r'.tion• 
or (b) f<1iled to take reasonable skps to p,scertain the adequacy of the con::-itkrdion. 
This would not merely discour.'.ge stock-W<'-tcring but might <tlso eltPek th;>,t gro"Tith 
of interlocking e.nd multiple director,·des to which we have referred." 

MEMORANDU:\I OF THE BO)IBAY SHAREHOLDERS' ~~SSOCIATIOX ON 
THE NOTE SENT BY THE FISCAL CO~Il\liSSION ALONG 'nTH :\JR. 
D.L. l\IAZUl\lDAR'S LETTER, DATED 2~ JA1\~ARY, l9;i0. 

SECTION II-CAPITAL REQUIREMENTS. 

Que8 tion. (a) Do you consider that the supply of indigenous capital u·ill bt sufficitnt 
for any scheme of rapid industrialisation of the ccuntry ? lf so, 

(i) zcltat steps u·ould you adrocate to tap the sources of i11di~-u.cu.• roJilc.l? 

(i i) tchat is the rate at tell ich investment of indigenous capital u•ill be possible 
say, in the nea·t ten years ? 

Answer.-The present outlook in the investment ma_rke~ htts bceo~e so di,;nutl 
that it may not be possible to haYe adeqmtte supply of mdtgenous eap1tal for any 
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scheme of industrialit!a.tion of the COW?. try until the causes that have 1cu to thiS 
state of affaira are substantially removed. 

It would be useful to state a few facts in order that the· gravity of the problems 
and the remedies suggested may be properly appreciated. 

The chm[l,ge d·m.; to the country's economy by the tax·1,tion propo::;als contP,ined 
in the bud~ct for 1946-47 and the subsequent partition of the country is too well
known to need further Pla.bor.:ttion. It was expected that Government would 
take timely :.ond effective stf'ps to relieve the situ~ttion by V:Lking a realistic view. 
This expcctdion wa-; howeYer belied a.s Government Rd')ptcd certain policies which 
h<td ,,, contr.try ctfeet. T:tx.·.tion continued to be kept at a high level. Government 
decid··d to 11 ~.timwJise ccrt:tin industriea and divirlcnd limitJ.tinn. legislation was 
undcrta.kcn in ordt·r to curtail the purchasing power of shareholders although the 
bulk of the ~<harehold~ro. consists of middle classes who h:.we found it difficult to· 
make two eml"> meet in fa.ce of rising prices: On the labour front, a~<trds ofindustrin.l 
Courts a.1vl Arbitr2.tora created serious misgivings in tl1e minds of investors. An 
Aw<trd wa;; gi\·en whereby r0serves of n, prominent electricity company were ordered 
to be shared as betw~:>en tln sh<"Lrehold0ra and labour. There were large b,crea,es in 
w:tgt·,; and d·~a.me.>:=; :1llow:>onces and substantial amounts were ordered to be paid by 
wa.y of bonuc'l irre.;p~1ctive of consider,ttions for the c<1paci~y of the In,dustry or the 
ne-,•d f)r con-;erving reaourcas. Absenteeism increased and go-slow tJ.ctics became 
the Grd·~r of the d<l·Y· Sugge'!tions fot Ration::Jhsation of hbour met with opposi
tion r.nd productivity suffered in Apite of mounting Ltbour costs. Compulsory 
profit s1nriu~ sch·)mes wen.1 suggested in spite of dwiPdling prvduction and profits. 
'l'he co . .;t of living CJntinm~d to rise with consequent burdens on the industry in the 
form of incrc•.'l.-;ed Ul)<trness allowa.nces. Pre>vincial governments imposed Sales 
Taxes which lorl to further increases in the cost of living. The grvw mora food 
camp.".igtl did n0t meet with an~i:cipated success and the !l.dministil<ttion of controls 
both :~t the 11<1 nd~ of the Central and Provincial Governments left much to be de3ired. 
Ti1Pre were seveul B1nk fillmes in various parts of th'3 country which affacted 
credit. Abu,.;e;; of Company man::t.gement bec1me mora frequent. MJ.ny new com
pa.ni.·s which werJ allowed to be flo:1ted without dne reg<1rd to sound principles a.nci. 
in which inve;toralnd sunk crore3 of capital were found to be in a moribun.d condition 
or w,•rJ f,~cJd with a number of difficulties in going to production. The 
capiLtl tlm.; inve.;tBd bec1ml) non-productive or unreali.sable. In short, a 
sort of pconomic lll'l.bise h ·,s ovcrbkcn the country during t!l·J b-,t three ycJ.ri! 
sh<~king the confidence of the inve;;tor.3 a,nd involving them into phenomenal losses 
aml d~·t>raei<ttion of capital. This has natumlly led to unpamlelled d<Jterioration in the 
invu-;t.nnnt mtrkJt m 1.king c.tpita.l extrem·.·ly shy both for Governmen,t Sacurities 
a~ wdl <ts industri<tl projects. Under the combined opera.tion of higb cost of liv
ing and high level of tuation, savings h'tve dwindled and the investment market 
has bt~come practically dry. 

The havoc thus caused would be appreciated on a reference to the indices of 
security prices published by the Reserve Bank of India in its Bulletin for October 
1949 with the base year 1938=100. The all India Index Numbers of fixed and 
variable dividend industrial securities which stood at 146·75 and 287·87 on 2nd 
August 194G, have respectively come down to 98·89 and 114·45 on 29th Oct. 1949. 
That fixed dividend securities have gone below the 1938 base- year is particularly 
significant in that these securities are generally held by certain investing classes 
who are desirous of earning a fixed income from their savings. It will also be seen 
that the index number of variable securities has come very near the base year figure. 
A study of the Sub-Group Index Numbers in respect of these securities as contained 
in Table IV at page 702 of the Bulletin reveals the interesting fact that in a number 
of industries e.g., electricity, shipping, railway; jute, mining and oil, the index figure 
has gone considerably below the base year 1938. It has also to be remembered, 
as stated at page 659 of the Bulletin, that the 'indices have been preparec;l on the 
basis of quotations of 398 scrips quoted on the Bombay, Calcutta and Madras Stock 
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Exchanges. Consequently, if the large number of unquoted securities which would 
include a number of new companies whose shares have become unsaleable are taken 
iJ?-tO account, the position would rea1ly be much worse. 

Among the reasons for the aforesaid state of affairs we have included floatation 
of new concerns on unsound lines and abuses of management. 

·with regard to floatation of new concerns, a study of the prospectuses of 
numerous concerns which are in our possession has revealed a most disquieting state 
of affairs with regard to methods and practices followed by large sections of promo
ters. Companies have been floated without sufficient capital with the result that 
they have become moribund or have been confronted with serious financial diffi
culties. In this connPction attention is invited to part IV of our printed publication 
already supplied to the Commission and the specific instances therein which are illus
trative and not exhaustive. In not a few cases, Deferred shares of low denomination 
have been issued and large blocks of these shares have been allotted to the promoters 
themselves with the sole object of enabling them to control the undertaking with 
an insignificant stake. In this connection, attention is invited to part V of the prin
ted publication and the instances given therein which are also illustrative and not 
exhaustive. There have been cases where material information has been withheld 
and in some cases underwriting arrangements have not been carried out. 

There have also been many cases where vendors have transferred property to 
new companies at inflated prices and have also obtained large amounts as goodwill. 
This is borne out by the lst Annual Report of the Industrial Finance Corporation 
where the Directors observe : "In many ca'!es, the paid-up capital largely 
represented shares issued in payment of properties and assets transferred by the 
promoters to the companies at inflated values". 

Several concerns have been floated without proper consideration being given 
to such questions as availability of machinery and raw material, technical personnel, 
location, etc., etc. Indiscriminate floatation of air Companies, Cotton Textile 
Mills and Chemical concerns are instances in point. 

In paragraph 28 of his address delivered on 20th ~larch 19-!S before the Gokhale 
Institute of Politics and Economics, Sir Chintaman Deshmukh, referring to the 
Defence of India Rule 94-A in respect of control of capital issued, observed : 

"The chief object of the Rule which was promulgated in l\Iay 1943 was to pre 
vent the growth of mushroom companies which stood little chance of survival in
the post war period and other undesirable practices such as over-capitalisation· 
of concerns on the basis of abnormal war time profits to the detriment of the invest
in()' public. Another important consideration was the diversion of the available 
capital from unsound and speculative enterprises to investments in Defence loans 
so as to mobilise the financial resources of the country for the prosecution of the 
war on the one hand, and to combat inflation on the other". 

We attach here"ith a statement containing particulars of capital sanctions from 
the beginning i.e., from l\Iay 1943 to 31st December 1948. This statement brings out 
the follo"ing facts :-

l. Total number of companies sanctioned (Col. 2) 
2. Amount sanctioned (Col. 3) 

5,653 
(in lakhs) Rs. 88,888·78 

3. Number of companies that have reported paid-up capital 
(Col. 4) 1.965 

4. Amount sanctioned for companies that have reported paid-up 
capital (Col. 5) (in lakhs) Rs. 48,916 · 25 

5. Subscribed capita,l (Col. 6) Do. , 23,079·29 
6. Paid-up capital (Col. 7) Do. , 19,753.86 
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Thus as against 489 crores of capital sanctioned for l9ti5 out of 5,653 companies,. 
the subscribed capital amounts to 230 crores and the paid up capital to 197 crores. 
The low figure of subscribed capital as compared to that of the sanctioned capital 
unmistakably suggests that several companies were floated on a basis which was 
either unsound or not bona fide. This is a serious matter particularly at the present 
juncture when all the available resources of the nation require to be mobilised for 
productive enterprises. 

It will be seen that the Capital Issues Control has failed to protect the interests 
of the investing public. In fact, the control has been exerciseq in a negative manner 
in that in giYing consent it is expressly provided that "the Government of India 
do not take any responsibility for the financial soundness of any schemes or for 
correctness of any of the statements made or opinions expressed with regard to them''. 

It is therefore not surprising that capital form;;ttion has proc~eded on un
desirable lines involving waste of public capital. The concerns floated under the 
patronage of Provincial Governments have also suffered from bad financial organi
sation as the history of some of the C. P. projects would clearly show. A more 
recent instance in point is that of a cement company floated under the patronage of 
the Bombay Government where minimum subscription has been fixed at the hope
lessly low figure of Rs. 40 lakhs in spite of the fact that expenses for piant machinery 
and buildings, etc. according to the Directors' own showing, would cost the com
pany ns. I trore. 'Vhen concerns are floated under Government patronage, the 
public are apt to presume that their organisation is sound. Their disappointment is 
therefore all the greater when it turns out that such concerns are floated without 
due regard to sound principles. -

Some of the concerns have collected capital from the public but have not com
menced business activities for one tt·\ison or another. Public investment in such 
concerns has therefore become frozen, at any rate, for the time being. Such 
concerns must be wound up so that the tied up capital may be immobilised for the 
benefit of the investment market. 

It is clear that industrialisation of the country ol.1 haphazard lines can only end 
in disaster. No Fiscal Policv will succeed unless industrialisation which is one of 
its chief aims, is based on planned economy and not on opportunism. Industry 
should not be made the promoters' paradise. Another evil which has arisen directly 
out of new floatations refers to unrestricted dealings by all and sundry in the shares 
of these companies-and that too at heavy premiums-long before they are.listed 
for official quotations on the Stock Exchange. This practice which is mainly bene
ficial to the promoters and their friends is highly detrimental to the interests of 
the public and requires to be checked. 

With regard to abuses of management, these have been fully dealt with in our
printed publication. A summary of these abuses has been given at page 212 of the 
book. It is therefore not necessary to go into these abuses in this memorandum. 

On the facts stated above, we have to make the following suggestions :-

1. Government should revise its taxation, financial and economic policies in 
such a way as would reduce the existing level of taxation, increase the margin of 
savings and create conditions calculated to promote confidence in the.mind of the 
investor. · 

This point has already been dealt with. 

2. The Indian Companies' Act should be effectively amended. 

With regard to this suggestion, certain tentative proposals for amendment of· 
the Indian Companies' Act have been published. W8" would however emphasise 
the desirability of expediting amendment of the Act. Among the published pro- · 
posals, there is a proposal for the establishment of a separate organisation for adminis-· 
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tratiun and. enforcement of the provisions of the Act. We autach the greatest impor
tance to th1s proposal. The sugaestion for creatin"' such an oraanisation was made 
by us when the Act was amend:d in 1036 but the

0

same was u~ortunately turned 
·down with results which experience has shown ha.-e proved disastrous. 

. 3 .. In order that new capital formations may proceed on planned and orderly 
hnes \nth clue regard to sound principles and the interests of the innstor, arrange
ments.s~ould be made for creation of some standing organisation under the planning 
commissiOn whose appointment we have favoured in reply to Section VII of the 
note. The function of this organisation should be to scrutinise the prospeetn'les 
of new fl.oatations from the point of ·dew of their soundness and the adct1uacy of the 
~nformation disclosed therein before they are published. This organisation should 
m collaboration with the Stock Exchange authorities frame a set of rules to be 
ob~erved by all the Stock Exchanges before granting official quotation for any 
scnp: Dealings in any scrip in which official quotations are not granted should be 
prohibited and made a criminal offence. 

\Ve are of vpinion that the above suggestion would go a longway in dissua(ling 
promoters from putting on the market undesirable or spurious propositions. 

\Vith regard to rules to be' observed before granting official quot<Ltions, consti
tutions of some stock exchanges more specially the Bombay Stock Exchange contain 
some useful rules which have to be complied with by .companies who seek official 
quotations. Such rules however are not adequate nor are they uniform on all the 
stock exchanges. In fact, certain stock exchanges have no listing rules. Our 
suggestion is calculated to impart effectiveness and uniformity in this nutter. 

With regard to that part of the suggestion which seeks to impose restrictions on 
quotations, the same is intended to prevent dealings :'1. unclesirable issues. While 
the Stock Exchange authorities can exercise a certai · · motmt of discipline on their 

·own members, they are powerless with regard to ;wn- 1 mbers who are, under the 
existing law, also entitled to deal in such issues. Th ·. is a serious lacunal of which 
full advantage has been taken by the promoters, an(t .. heir friends. 

In our opinion the suggestion made by us requires careful consideration. To en. 
able the Commission to arrive at a proper solution of the issue involved, we would 
invite attention to certain pre-cedents which go to show that the principle underlying 
the suggestion has already been accepted in countries like Great Brit<.tin and U.S. A. 
and Canada. Under Section 51 of the En~lish Companies, Act prods ions have been 
made for repayment of the application amount to the sub.:;criber, if the prospectus 
states that an application would be made to a StockExchange for obtaining permission 
for quotation and the permission is not granted. The object of this Section which 
has been enacted as per recommendation of a representati\·e committee called the 
Cohen Committee (cidc para. ::28 of the committee's report) is to a fiord the im·estor 
a ~eater measure of security against undesirable or spurious floatation:::. 

In the U. S. A., transactions in securities conducted upon securitjes exchanges 
and oYer the counter markets are affected with a national public interest and accor

. dingly comprehensive provisions have been made by the Securities Exch<.tnge Act 
of 1934 with regard to regulation and control of such transactions. 

Under the Securities Act, 19-!7 of the Statutes of Ontario, 19-!7, Chapter 9S no 
person is allowed to trade in securities unless he is duly registered "ith the security com
mission set up under the Act, if the prospectus required to be filed with the commis
sion is not accepted for any of the reasons mentioned in section -!9 of the Act. 
Under this section, the Commission is inwsted with powers to reject the Prospectus 
if it fails to disclose material information or contains any misleading or deceptive 
statement or forecast or if an unconsionable consideration h&s been paid or giYen or is 
intended to be paid or given for promotional purposes or for the acquisition of pro
perty of the proceeds from the sale of the security are insufficient to accomplish the 

. objects indicated in the prospectus. 
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Atte11t10n may urso be invited to Section 96(B) of the Canadt~r· Companies, Act 
under which Directors of a public company are debarred from allotting fully-paid 
shares except for an adequate consideration and an express provision is made that 
the Directors may apply to a judge for a declaratory order with regard to adequacy 
or otherwi;;c of the consideration paid in the form of shares. It is interesting tore
call that this Section was enacted on the recommendation of the Royal Commission 
on Price Spread:; appointed in Canada which, on an examination of prospectuses of 
certain companies, found that there was considerable "stock watering "in the 
shares allotted to vendors in exchange for transfer of property. 

Question.-(a) * * * * 
(b) If yozt advocate fore·ign borrowing wonld you prefer Government to Gov

emment borr01cing or pricate investment ? 
(c1 JV!wt other questions u·ould yo1t lay down for the borrowing of foreign 

capital? · · 

Answer.-(a) In our opinion, in the prese>nt· pircumstances of the country it 
nece>ssary to encourage the inflow of foreign capital whether on Government to Go
vernment basis o' otherwise prodded that investments in new units of the same in 
dustry should not be allowed "ith the aid of foreign capital unless production of the 
exi:;ting units is not acle>quate to me>et the country's demands. With regard to en
terprises floated with the help offoreign capital or technique the same considerations 
that we have urged with regard. to the protection of the investor in relation to 
indigenous industries should also apply in order that such enterprises may also proceed 
on planned and orderly lines. In support of this view we attach herewith a. note 
explaining certain disquieting features concerning the organisation of a recent under
taking floated in collaboration with foreign interests for the manufacture of cycles, 
spare parts, accessories, etc. 1 •• • 

SECTIO~ VII -GOVER~MENT MACHINERY FOR DEVELOPMENT PuRPOSES 

·Question (a) * * * * * 
(b) In partiwlar what are yoztr 1Jiews as to the type of control or regulation 

that Government should exercise over industries generally in order to ac· 
celerate their co-ordinated development and in particular ot•er protected 
and assisted industries in order to keep a close and continued watch on 
their progress. · 

(c) It has been suggested that the integrated development of oztr industry and 
trade call for the establishment of a comprehensive organisation partak
ing of the nature of a planning commission which can take an overall 
vitw of all policy i8sues in the industrial and commercial field and can 
assess the relative priorities as betwten them ? If you agree with this view 
* * * * * * * * * * 

.Answer.-For the reasons already stated, we are in favour of establishment of 
an independent plarming commission for carrying out the obiects mentioned in 
paragraph (c) of the question. 

With reganl to Government's control and regulation over protected and assisted 
industries, we find that at present there is no legislation to prevent protected and 
assisted industries from doing things which may add to the cost of production. .For 
instance, in several industries which have received protection, the commission of Ma
naging Agents is being paid in a form or at a scale different from that fixed by the 
Tariff Board in calculating the fair sellir,g price. Although the Tariff Board &as fixed 
the Managing Agent's remuneration on the basis of profits, in several industries such 
as cotton textile, sugar, etc., Managing Agents of several companies continue to 
charge commission on the sale or production ba.sis. Again, where the Tariff 
Board has fixed 7! per cent commission on neLt profits after deductin~ depreciation 
:Managing Agents of several cotton mills have continued to charge co.umission at a. 
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higher scale and that also without deducting depreciation. The result is that the 
amount which should go to augment the profit of the industry goes into the pocket 
of the Managing Agents and to this extent the scheme of protection or assistance 
is neutralised for the benefit of one particular section. We submit that this 
should be prevented by means of suitable legislaiion. 

Question.-Treatment and obligation of protected and assisted industries. (Being 
question 66 in_ the main Questionnaire.) 

Answer.-We desire to say a few words with regard to treatment and obliga
tions of protected and assisted industries. We are of opinion that protected and as
sisted industries should perform the following obligations :-

(1~ They should provide efficient management; 

(2) They should develop research facilities ; 

(3) They should 'provide training facilities ; 

(4) They should make maximum use of indigenous materials in order that 
secondary industries may be supported and their development may 
become integrated. 

'Ve understand that several industries more especially.those which are managed 
by Managing Agents who have business interests in foreign companies prefer to buy · 
foreign stores and materials although indigenous articles of good quality are avail
able.. This practice should be stopped. 

We also suggest that where an Industry assisted by foreigners is protected, it; 
- should be obligatory for that industry to undertake the maximum number of processes 

in the shortest possible time. 



ProJressiue report rcJardin'] subscribod and paid-up Capital of Companies given sanction under Capital Issues Scheme as on 
lf.th July, 1949. 

(This statement supersedes all previous statements) 
(Amounts in Lakhs) 

Total No. of Amount No. of Cos. Amount Subscribed - Paid-up 
companies sanctioned that have sanetioned Capitol Capital 

Years sanctioned for (2) reported paid- for (4) 
up capital 

etc. 

2 3 4 5 6 7 

17th :\Iayl91:~ to 31-12-i:J (Industrial) 1977 2,02,00·43 577(405) 89,87· 52 48,76·21 41,43·50 -- (84,!19·37) (44,43·50) (3'l,ll·2ll) ... 
(Non-Industrial) 2145 1,12,47. 89 436 (318) 59,62·20 39,35·47 :32,23.21 

(57,93. 05) (38,12·65) (31,24· 38) 

TOTAL 4102 L3.l 4,48 · 32 1013 1,49;49. 72 88,11· 68 73,66·81 ~ 

------- lj>o. 
~ 

1946 (IruluHI.rial) 388 1,40,15·51 260 86,49·06 40,79·31 31,54· 97 
(Non-InduHtrial) 294 1,00,23· 93 183 57 ,2?. 1,(). 24,55·57 21,70· 87 

TOTAL 682 2,40,39·44 443 1,43,76·16 65,34· 88 53,25·84 

• 
1947 (lnduAtrial) 314 1,11,12·64 258 85,88·00 43,34·00 39,40·00 

(Non-~ndustrial) 190 1,00,18 ·12 156 67,96·98 16,21· 34 13,51· 66 

TOTAL 504 2,11,30·76 414 1,53,84·98 59,55·34 52,91· 66 

1948 (Industrial) 247 69,51•37 76 22,61·10 12,90· 37 12,87·50 
(Non-Industrial) liS 53,18·89 19 19,44·29 4,86·93 4,82·05 

TOTAL 365 1,22,70·26 95 42,05·39 17,77·30 17,69·55 

NoTE :-The figures in braekets represent Capital issues sanctions for Rs. 5 lakhs and above including Banks and Insurance Companies which are 
not covered by the exemption order, ' 
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A note on the prospectus of Sen-Raleigh I ndu.stries of India, Limited. 

Th!s Company was incorporated on 30th ,June 19-!9 for the purpose of manufac
turing cycles, cycle parts and accessories in collaboration. with Raleigh Industries 
Ltd. of Nottingham (England). The authorised capit[ll of the Company is lls. 1 crore 
divided into 30,000 5 per cent. Tax-free preference shares of Rs. 100 each and 7,00,000 
ordinary shares of l"!s. 10 each. The issued capital is Rs. 50,00,000 divided into 
15,000 preference shares and 3,50,000 ordinary shares. 

7,500 Preference shares and 1,7:3,400 ordinary shares are privately suhscribcd 
and are to be allotted on applications received from Raleigh and from JJiredon,; and 
business associates. The bala.Rce ·vi-::., 7,500 preference shares and 1,'i6,0UU or
dinary shares have been offered to the public. The minimum number of directors 
is limited to 7. All the seats ha,·e heen fillerl up by the appointment of seven di
rectors as first directors as follows :-

(1) Sri Sudhir Kumar Sen, Partner, l\Iessrs. Sen & Pandit who are the 
Distributors for the Company. 

(2) l\Ir. George Hamilton Bracher \Vilson, Managing Director, Raleigh 
Industries Limited. · 

(3) l\Ir. Leonard Cyril Clarkson-Director, Raleigh Industries Ltd. 

(4) l\Ir. Eric Ensor Baker, Director-Raleigh Cycle Company LimiteJ. 
/ 

(5) Sri Sachhindra Nath Chowdhary-Barrister-at-law, Calcutta. 

(6) Sri Sachhindra Prasad Saha, Rash Behari Avenue, Calcutta. 

(7) Sri Abhijit Sen, Partner of Messrs. Sen & Panrlit, Distributor,; of the 
Company. 

Out of 7 directors, five directors (Nos. I, 2, 3, 4 and 7) are interested directors 
The other two are probably the friends of the promoters. 

An agreement dated 3rd Nov. 1948 has been made between Raleigh and 
Sudhir Kumar Sen on behalf of the Company providing for (a) the establishment of a 
factory and the manufacture of cycles in India hy the Company; (b) the furnishing 
of advice and services by Raleigh as consultants and advisers to the Company and 
(c) the appointment ofthe Company as sole concessionaries with the rights of sale and 
distribution of the products mpplied by Raleigh in the Indian Union and other pla~ 
ces. This agreement is to remain in force until 3rd November 1968 and thereafter 
until terminated by 12 months notice. 

Another agreement dated 7th September 19-!9 has been made v·hereby the firm 
cf Sen & Pandit and their successors in business are appointed sole distributors of the 
Company for all Raleigh products and also all products manufactured by or dealt in 
by the Company on certain terms as to remuneration. This agreement is co
terminous with the first agreement. 

Raleigh so long as they are the consultants and technical ach·isers are entitled 
to appoint one ex-officio director, the first stwh director being )Ir. G. H. B. 'Yilson 
and the firm of1\Icssrs. Sen & Pandit arc entitle<l to appoint one ex-officio director so 
long as the firm or its partner hohls shares in the CPmpany, the first such ex-officio 
director being 1\Ir. Smlhir Kumar Sen. 

The Articles of Association proYide that the Directors may appoint one or more 
of their body to be l\Ianaging Director or ~lnm,'!ing Direl'tors but no appointment 
made by the Directors is to be re\·okcd by the Co. except by special resolution. It 
is not inkndeJ to appoint l\Ianaging Directors until the Company's factory comment 
ces operations. Thereafter it j.;; intr1H:d to appt>int lllr. S. K. Sen and ~lr. 
Abhijit Sen as first ,Managing Directors. It is proYitled that thereafter the directors. 
should make such appointments of subsequent :\hnaging Directors as. woulJ ensure 
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that throughout the term of the agreement with R~leighs :Mr. Sudhir Kumar Sen. 
or if he ceases to be a Director then the ex-officio Director for the time being ap· 
pointed by Sen & Pandit shall hold office of Managing Director alone or jointly with. 
Mr. Abhijit Sen. 

Article 71 which regulates appointment of ex-officio director by Sen and Pandit 
contains the following interesting clause ; · 

"In this Article 'the firm of l\Iessrs. Sen & Pandit' means and includes the per
sons now and from time to time and for the time being carrying on the business in 
partnership as merchants and agents under the style or firm of Sen & Pandit and 
any person from time to time or for the time being carrying on the said business alone 
and any person who are any firm which shall from time to time and at any time suc
ceed to the said business and any company into which the said business shall at any 
time be converted or to which the said business shall be transferred". 

Thus successors of Sen and Pandit have a right to appoint an ex-officio director. 
As none but the Ex-officio director can be appointed ·as subsequent l\Ianaging Direc 
tor, it is dear that the future executive management is vested, by a chain of succes
sion, in the firm of l\Iessrs. Sen & Pandit irrespective of the qualifications, status or 
ability of the person concerned. As the agreement with the Raleighs continues up to 
3rJ November HHi8 and thereafter until determined by 12 months' notice the above 
arrangement about appointment of future Managing Directors is more or less of a 
permanent nature. This is a most disquieting feature of the Company's organisa
tion anrl is not conducive to efficiency. It has to be remembered that the cycle in
dustry is a. protected industry. 

Under article 87 (l) of the Company's Articles of Association it is provided that 
an elected director should vacate office if called upon by other co-directors to do so. 
Thus, an attempt has been made to 6h.st an elected director and keep the directorate 
a clw;e dot11cstiQ_ preserve. This is another ~squieting feature. · 

The Company has not sent to us the agreements referred to in the prospectus 
but the above aspects as brought out from the prospectus and the Articles of Asso
ciation sufficiently illustrate the need for scrutiny of prospectuses at the hands of the· 
planning commission as suggested by us. 

HIND MAZDOOR SABHA. BOMBAY 

SECTION I.-AGRICULTURE AND PoPULATION 

(a) A shift of population from agriculture to secondary and tertiary industry 

No elaborate statistics are required to prove that till very ~ecently there has been
a continous increase in the pressure on land in our country. The steady increase 
in population, the decay of indigenous industries, lack of other/avenues of employ
ment, the rise in land values are some of the causes for this increased pressure. 
This, coupled with the fact that till recently the debt burden on the agriculturar 
classes was continuously increasing, led to the emergence of a class of landless
labourers. These labourers are unemployed over a considerable part of the year. 
Naturally, per C([pita income from agriculture is very low and this is a major symptom 
of India's general poverty. Recently a slight shift from rural to urban areas is 
visiLle and the income from primary sector is also said to be rising. But even if this 
be true there is yet a Yery heavy pressure on land and no rise in the average per capita 
income in the country and the standard oHiving of the common man can be expected 
till thrro is a substantial shift of the population now dependent on agriculture to 
secondary and tertiary industries. 

2. While admitting this it must be remembered that this does not mean a shift. 
from rural to urban areas. Already our civic administrations in urban areas are 
on breaking point, housing problem in these areas has assumed alarming proportions 
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and the transport facilities in the country are far from being adequate. Any further 
load on these services, therefore, would mean a disaster. The secondary and ter
tiary industries, therefore, have to be taken to the rural areas and not the population 
to the areas where they are mostly located at present. 

3. Another important fact to be remembered in this connection is that this shift 
should be permanent in the sense that rural industries should not be a spare time occu
pation. Farmers in their attempts to become artisans or industrial workers will be 
efficient in neither. Both efficient farming and cottage and small scale industries 
require a degree of scientific and technical skill which calls for specialisation. Hence 
a' part of the population now dependent on agriculture should be permanently shif
ted to secondary and tertiary industries. 

(b) 1li echanisation of Agriculture 

4. The next question is, how this shift is to be achieved. The present techni
que and organisation of our agriculture is such that during the busy season it re
quires almost the entire population now dependent on agriculture. In order to 
make the desired shift possible, therefore, the efficiency of our agricultural production 
has to be increased. One way of doing it is to mechanise agriculture. Unfortunate 
tely there is an acute difference of opinion on the question of the desirability of a 
large-scale mechanisation of agriculture. Even apart from this consideration such a 
mechanisation can be justified only if it increases the efficiency of agriculture measur-

. ed both in terms of people employed directly or indirectly in agriculture and the 
capital sunk in this sector of our economy. 

5. It has been argued that mechanisation may mean fewer men per operation 
but not necessarily per acre, as it creates several new classes of employment like 
making of the machines, their management and repairs, clistribution of the shares, 
the fuel and the lubricants etc. Such a creation of new classes of empl0}'1nent would 
certainly mean a shift in occupation. If the mechanisation does raise the yield per 
acre it may also mean a greater par capita income, but whether it will mean a greater 
yield on the unit of capital sunk is doubtful. In the recent monumental study brought 
out by the Stanford University of" The Socialised Agriculture of the U.S.S.R." made 
by Prof. Naum Jasny it is contended that the results achieved are far from commensu
rate with the .capital invested. 

6. Even if the mechanisation is desirable it is not practicable in the near future. 
Such a mechanisation will require a large amount of capital which is more urgently 
required in other sectors of our economy. In the absence of any large scale m,<chine 
tool industry in the country it would also require a substantial amount in foreign 
exchange which we can ill afford at the present juncture. Again, the new channels 
of occupation opened as a result of mechanisation would require the amount of tech
nical skill and organising ability singularly lacking in our agricultural popqJ.ation 
today. A large-scale mechanisation would therefore create functional unemploy
ment seriously unbalancing our rural economy. Any brgt~ scale mechanisa
tion of our agriculture, therefore, even if it is found to be desirable is not practicable 
at present. 

(c) Rationalisation of Agriculture 

7. This leaves us the alternative of the rationalisation of agriculture without 
mechanisation on any large scale. If this rationalisation is brought about in a suc
cessful manner a part of the population thrown out of employment as a result of 
such a rationalisation can be readily absorbeLl. \Vhat is require<! is a complete re
oraanisation of the social and economic framework of our rural economy, con~olitla
ti~l of fragmented and scattered holdings through the creatiL)\1 of agricultur:1l co
operatiYe3, the production purchase and supply of improved seeLl, the manufac
ture of composts and other aids to better cultivation, minor irrigation WL'rks and 
roads, better cattle, seeds banks-all thooe 11re 11e -"ssary to rationalise our agriculture. 
And each onfl of these activities would require a consicleraLk personnel. 
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8. For lack of resources, capital and human, it is not possible to attempt ra
tionalisation of agriculture at one jump. The best plan would be to select a taluka 
or a tehsil in every district for development. The most alert elements of the whole 
district should be brought together in the selected taluka for carrying out the im
provements :they will be three-pronged, economic, social and administrative; These 
talukas can become the seed bed for similar developments in other talukas·. The 
mobilisatwn of labour power, through co-operative efforts, can not only help to cons
truct irrigation and other facilities necessary for improving yield per acre but for 
bringing under plough lands that with less expenditure of labour and resources would 
not prove productive. In this connection the idea of a Land Army, recruited and 
maintained by the Government as an instrument of social change a lever of economic 
transformation, appears full of rich possibilities. What however needs to be under
scored is that rationalisation of agriculture is not a mere technical problem, it is 
essentially a social•problem. The technical aspects such as those of better seed 
and more water, have to be approached in the frame-work of social awareness and 
change. The failure of a pure technical approach in the past should help to drive 
this lesson home. 

9. These reforms notwith~tanding, alternative employment will have to b{ 
found for a considerable number of people. This can only be done by the develop· 
ment of cottage and small scale industries. Even this will require the import oJ 
machinery and training. The Japanese organisation of these industries can bE 
studied with advantage. 

fall 
10. The cottage and small scale industries which can usefully be encouraged 
under three categories :-

(a) those engaged in_ the production of artistic goods, 
(b) those producing articles for mass consumption and . ·' (c) those acting as subsidiaries or auxiliaries for factory industries. 

11. Every effort should be made to reorganise our cottage and small scale 
industries in each one of these three categories: 

The measures necessary for this pm pose are 
(a) provision for cheap power, 
(b) provision for technical training and 
(c) provision of finance and m_arketing facilities. 

12. The provincial Governments should undertake the responsibility of pro
viding the electric power for the use of small and cottage industries at special 
favourable rates. · 

13. In each district a technical training centre should be established. The 
centre should draw its trainees, as far as possible, from the district concerned. 'J'l:.c 
scheme of education given should be intimately related to the needs of the particular 
arts and crafts flourishing in that district. 

U. Better finance and improved facilities should be provided through co~ 
operative institutions. These institutions should be federated at the provincial 
level into a provincial organisation with the following functions : 

(a) exploring the possibilities of improving the technique of production, 
(b) securing financial assistance and · 
(c) the study of the markets for the goods produced by the small scale a.Ld 

cottage industries. · 

15. It is necessary to have planned progress and fast progress. People can be 
induced to make sacrifices if they feel that the sacrifices- are leading to desirable re;. 
suits and also know generally the period over -which- such sacrifices would be- , 
needed, · · · · · 
18 M. of Com 
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. ~6. Reorg!l'nisation of our rural life and economy demands the revival of ins
titutiOns of direct democracy. Representative democracy, as understood in the
Western World, lack the dynamism needed for the big transformation. Direct 
shouldering and sharing of responsibility will quicken "the pace and pulse of social 
change. 

SECTION II-CAPITAL REQUIREMENTS 

(a) Indigenous Capital 

17. The question of capital formation is the key problem of our economy today. 
Since the publication of the Bombay Plan til] now many estimates ·have been made
of the available indigenous capital. According to the Bombay Plan apart from the
Sterling Balances and Foreign Borro-v~ings Rs. 8300 crores were likely to be available
in the course of 15 years : Rs. 900 crores from Hoarded Wealth and Balance of 
Trade and Rs. 7400 crores from savings and" created money". According to the 
" Gandhian Plan "prepared by Sri Agarwal expected the total expenditure during 
the period of 10 years to be Rs. 3500 crores non-recurring and Rs. 200 crores recurring 
met from indigenous sources. The 7-ero Programme placed the available capital 
at Rs. 6000 crores in the course of 10 years. Recently the Eastern Economist 
has come out with a Peoples Plan covering five years. According to their estimate 
the total volume of internal savings available to finance the plan would be roughly 
Rs. 1000 crores. Thus from nearly Rs. 550 crores of average annual savings of the 
Bombay Plan we have come down toRs. 200 crores of average annual savings. 
According to the same paper our National Income in 1947-48wasRs. 3942·1 crores 
in Indian Provinces alone. For any adequate scheme of rapid industrialisation of 
our country we must save at least 10 to 15 per cent of our Nationallneome. In other 
words we must save in the order of Rs. 400 toRs. 600 crores per year. 

18. It is not easy to reach this target. Our capacity to save depends upon our 
capacity to produce and our capacity to reduce consumption. Our productive ca
pacity is very low. Our agriculture is in a hopeless state of disorganisation. There 
is hardly any saving in our Primary Sector. Our industrial development is lop
sided. Out of 5013 major industrial establishments in the country with a total 
investment of Rs. 458· 5 crores only 325 factories belong to heavy industry with 
capital investment of Rs. 60 crores. A significant portion of the productive· capacity 
of our industry remains unused. Our industries are highly trustified with the result 
that in eleven major groups of industry capital invested increased by only Rs. 9 
crores or just three per cent between 1938-39 and 1946. During the war years pro-

. duction was stepped up and our capital resources were recklessly used. This has 
affected adversely the productivity of our worker which has fallen from 100 in 1939 
to 78 in 1947-48. 

19. The result of all this is that our rate of industrial development is about Rs. 
10 to 11 crores per year. Our institutional savings and savings of the small investors 
are not more than Rs. 20 to 30 crores a year. It is impossible to finance any adequate
plan of rapid industrialisation of our country on the basis of these meagre savings. 
We have to go to the root of the failure of capital formation and apply drastic 
remedies to correct the situation. 

20. The failure of capital formation is due to (1) lack of savings (2) insufficient 
conversion even of available savings into capital and (3) low production whic hdoos
not leave sufficient margin for savings. 

21. To promote the growth of savings it is necessary to impose an all-round 
restriction on consumption. A scheme of consumption restriction will succeed 
only to the extent it imposes proportionately greater burden on the higher incomes 
\han what are put on the lower incomes. Under a plan of austerity, " conspicuous 
coiUlumption " must become a crime, a form of social cancer. 
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22. To· convert sa.vings' into capital tax• concessions andf nmrlssions ma:f~ 
be given to undistributed profits ploughed back into the industi'Y',; Production~ 
should be increased through harder work and better co-ordinated production. It will I 
be necessary to carry out rationalisation of organised and unorganised industrieef• 
and to ·insist on harder work on the part of both workers and ·managements. 

23. Before such a scheme of rationalisation and hard work can be made accep·· 
table to the workers certain conditions will have to be fulfilled. These·· conditions are :, 

(I} the workers should be convinced that they are making the sacrifice for the• 
general good of the community and not for the benefit of the richer 
section thereof. 

(2} they should be assured a real partnership in the organisation and adminis. 
tration of the industry in which they are working_: 

(3} the capitalists should be stripped oftheir s~perfluities before the workers 
are called upon to forego necessities' · 

(4} conditions of work should be so imposed tliat harder work becomes pos.· 
sible without injury to the health of the workenr: · 

2!. Physical and psychological bottlenecks· hampering th& tra.nsformation or 
savings into capital will have to be removed. The physical obsta.cles toLe r.,moved · 
are inadequacy of transpor~ fu.cilities, lack of r.~ow material and capital good'l and 
the lack of trdined per.:~onnel. 

25. The depr~ssing effects of un0erw.inties can be removed by an a.ssurddlce1 

from the Gover.1ment and 1\Ionetary Authorities of maintenance of stable prices 
and capital values. Tbe Indian inve.>tor must sense his profit expectations fos· 
tered during the year3 of shortage and in:Ba.tion. 

'.• 
26. To carry out all these tasks it 'is necessai'y to establish a. National Pia.~ 

Committee whose function it will be to suggest ways and mea.D.s of attaining the • 
targets and to distribute th) savings, accorJing to a carefully praparc-d pbn of na· 
tion~l denlopment. 

(b) Foreign Loan!J 

27. Looking to the r.:quirements of our economy ther.;, is no doubt that a subs·. 
tantial loan of for~e\ign ca;:>itr I will gteatly lighten the burden of industrialisa~ion on 
our people who are already over'uurd<:>ned. Foreign capital should, therefore, be 
welcomru prvvid·~d no strings ar" attached and (ur~her that all such aid is brought' 
in. by the Gowr.went. Private impor~ of capital will lead to the creatioa c.f in· 
terna.tiona.l car~els. 

(c) Conditions attaching the same 

28. As the borrowing will be Government to Government no fur~her conditions 
need be !aiel down except that the ra.te of interest should be reasonable in view of 
the assured ·guarantee of repayment. 

SECrriON ID-LA:BOUB 

(a) The relative productit'ify of Indian Labour 

29. Production of an inuustry or a wut depend unon many factors besides 
labour. It is therefore very wuair to compare the prod 1divity of labour in Indi~ 
with that of indusqb.lly advanced countries. As the Repor~ on the Commitke 
oa Prvfit Sharing puts it " The Productivity of V~obour is dependent, among othet
things, on the nat me of the equipment and the eflic:enc~ of organisation and super;. 
vision. Then aga.in, the measur.3ment of tctal'producjon in tetmEI of a common 
unit, is a. very difficult task. Even the fin,J product~·.){ an indootry orun~erta.kin( 
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!f:?- not ~lwt~t.Y.ft: ttJllform and easily ,mcasufJ..ble ". Further ll.S a leading econ<Jrr:Jc 
J<tw:nal1o Bombay ~utS it," More ","\Dtker.; are employed in India. per unit of michi
I:{Jry because bbo.u1 Is' cheap _and ~acb_ines dear, and les~· output pet worker is often 
~w_to ~he use: of poor ~ruality ma.tenal, worn out m>~chinery, bad control and de
fective mdustnal orgartisation imd inanagemmt. Th ~ref ore we cannot subserioo 
to the p~e_udoll?-~~~1e:m.a.tic representations of rehtive effici~ncy or inefficiency 
o~ 1al_>om In ~~~~1a .".In the absence. of st~ndardisc~Lion of the production equip
ment, raw m~teri<l'ls and working conditions a com'JiHisoo of protfu,..t:vitv is bmPd 
tq: be arbJtrary· and mish:B,dinu. · ' J. • 

• . .· - t> 

(n) The cause of lou· pr'.Jdt.lctivity 

3ft All tliat we can. 89 v, therefort:, is th'\t there is much scope for improvement 
in_ the product.ivi~y of· our industrJ .. 

3_1. Ou~ industri£~1 capital equipments were over.vorked during the war awl the 
m,:?chinery Is w9rn ~mt: . There is no uniform sci(~rtific puc!-ice in the use of ra.w 
material~. Much . c~n be done to improve the Ia. hour-management rel.:.tionship 
b~ creatm~ all: atmospb~re in whic~ a worker can feel_ a cre!l.tive joy in his work. 
A:.~cheme bkc that of the Training within an Indn!>try of Britain can be deviseJ 
t~ Improve the .tec~ical skill of the worker. 

{c) Decrease of the productivity of labmtr .in recent year.~ 

• . 32. It is diffi~tiit to .·compare. the· productivity a-t ,different periods of time. 
To quote the ReP,ort or-the Committea o~ P:r;ofit Sh~ring ag£~.in, "the basic conclitioDs 
in' any one year may be qmte different ·from the copditions . on which the norm 
has heeD determined. The producfion equipment might have increased or dimi
nis}led or improve4 ·or deteriorated in the meantime~ There may be unvolunt~ry 
interruption for" which no ODe is re:;;ponsib1e. To compare actual productiov in 
auy given year ·with-the norm would therefore, be extrE;Jmely unscientific and UD• 

satisf9ctory." If a rule cf thumb is employed and _tha productivity is measured by 
the prod•Jct divided by the la.bour force employed productivity bas gone down in 
recent years. The causes may be· the 'worn out condition of our machinery, and 
a pervading sense of grievance amongst ~he . workers due to a continuous fall 
irJ" real wages. This does not enthuse th ~m tc. contribate their best_ in production. 
A general deterioration in our busj:n~ss standard~ ll-S evidenced by reckless black 
marketing and profiteering is a1.so, responsible fo~ t.his. · 

SECTION IV -INDUSTRIAliSATION 

(a) The PdJtern' of ln1hstrialisciJion 

33~ The problem of determining the pattern of industrialisation is really 
ttie problem cf answering two distinct questions : (a) in which sector of o.Jr e~o
nomy we would like to enforce savings and (b~ in whict· sector ot our economy wo 
would like to invest these savings. In the laissez-.faire system these questions are 

, determined by the propensity to co,p.<;ume., by prospective yield on investment; 
and by the liquidity preference. In·a planned economy th3 questions have to be 
answered in krms o,fJhe requiremruts of. the economy, a~ coneeived by somu 
·;Jllanning author_ity." · · ·. · 

34. l\Iany answers have J:>e~l' givell by the different plans t.o the two ques,tions 
fcirinulateL1 abo.vi> ll.ecprdin<T to their assessments 0f the re'quire:inent~ of the situa.-

. ' . ~ C' • • • 

tion. As for tlv• 'fir->t Lquestiqp. as to .from what. s{:lctor of the economy. the sa~gs. 
shbtlld come; alttll~ answers . .;l~im.ate!y poil down to a temporary cut in copsuinp-. 
tion. People's · ·f.l~JJ. •for ec~prbig· <4l'Vl'l~p<lnent bf, Indi~,' prepared b~ the recoils~ 
truction comruitt'ze·"of. the lhd!J.n Fed~ra~wn of Labol,U', for. instance, ~ paragraph 
ti o·· of the Report 'says :' " The gt6V.'th of industrMs a8 'Well as the provision of 
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.the services sut;h as thoJ~e ofhe>Jt'l, educa.tion·and housing wm depen.d· upon the e~ 
.:tent to- Which, a surplus is cret'ted in the'economy, ana the creation of that surpl~ 
.1 will natureJly be the task of the principel industry in the country, ,viz.., agriculture'.!, 
and in paragraph 117 they say : "ir tbe- beginning a considerable portion:of labOUol' 
would oo diverted to the purpose of reclai~ing the cultivable 19n0. 1.8 well e.s for the 

·irrigation· schemes." These items in the initial stages would . nica.n work without 
immediate results and to that eKtent would mean austerity.· Simihrly the Born

. bay Plan depends f01 their finance to tli:e tune- ·of R~. 8,000 <;rores on b?Jance 'd£ 
trade savings and creat.ed money. A part of it no doubt will come froni the increased 
production a!> the plan progresses but in the inithl stage~:> financing the plan from 
these sources would. definit ~ly mean ~he ·tightening of the be~t. Even the· Zero 
Programme requires 9 saving to the tune of 10% Jf the National Income and thfit 
·mears more austerity than at present. The Ga.ndhian PIR.ri, mode>t though it is,· 
depends upon tho entire financing qf its Plan of non-recurring expenditure of 
Rs. 3500 crores and Rs. 200 crores of recurring expenditure ir the ten years of the 
Plan on internal savings and this ag:1.in means austerity on a considerable scale. 
All the plans, tnerefore, seem to agree on the fact that at le!tst in the ini~ia.l 
stages of the planned development of our e~onomy ·the people of thi~:>.country will 
have to rccept a regime of consid~rable a.m,terity. 

35, · Such a. scheme of a.m.terity, if it is to· invoke t h£• enthusiastic support of alJ 
t.ections of the comm1111Jty, must spread the burden of t.he industrialis1.tion in such 

·a way th<1t the Hguer incomes hwe to bmn the proportion'l.tely greater burden 
than the lower incomes. Ag:~.in, if the workerS' can be induced to work harder and 
if need be for longer hours it will loosen to som'3 extent the tigours of th~ v.usterit'jr 
perbd. But such an appeal can succeed only in tt1e covtex:t of.econon..ic equality. 

· 36. The next important question is that of directi.Tig the savings so cr~ated 
into right channels. Th~ different't'lans have given differ(mt.answers to this que5-

. tion. The p~ofle's Plan for inst.ance, Pa~s :. " given the ~act that ~ large volurri~e 
of the essentta demar1ds of the commumty today remams unsatu;fied the firE{t 
object of the planned economy must b·~ to s.atisfy it." Their list of 'priorities 
therefore gives agricultirre the first place, the consumer industries the second placb, 
and the capital industri~s the third place. ' ... 

. . . ~ . ~ . 

37. Similarly in the Gandhian Plan the 'pride of pla<;e is given to Agriculture 
and Consumer goods industry. The Zero Programme says that the standard of 
life of an average Indian today is below the subsistence level. . A due observatiop 
of priorities would therefore mean that we must first of all produce wage good,s 
i.e., products that are consumed by. the labourers like goods, clothing, housing, 
health and education. · · · · 

38. On the other hand, the Bombay Plan says that . "in th.e initial stag~s 
attention should be directed primarily to the creation of industries for the produc
tion of power and capital goods . . . . . . . . The proposal, however, is subject to 
this important qualification that provision should be made at the same time for 
the manufacture within the country of the most essential "Classes of consumption 
goods. " 

39. If we· decide to form our capital through austerity and hard work there is 
no imme<liate necessity to substantially incr~ase our production froui agriculture 
or consumers' goods industry by diverting our savings in these channels. Thia 
does not mean that no effort should be made to increase production in these sectors. 
·Rationalisation of management and production, indispensable replacements f:!{ 
machinery, more judicious use of our raw materials and man power and hard 
work on all sides will go a long way to increase our production without a large scale 
capital expenditure. During the initial stages of our economic development, how.
ever, maximum concentration of new investment should be in the basic industrieil 

•·. . .• 
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t\ike power, iron a.nrl stelll, machine 'tool industry, heavy chemicals and cement ; 
•then we may go -:to·the_production and fabrication of tools •for·· rationaliSation of 
•agriculture and ~onsumer ,goorls industry and lastly to the development of , rural 
·industry. · -

40. Thus 'the., plan of economic development may be divided into three, ~tagefl, 
-~ach stag., occupying four years. During the first period of four years the maxi
•pmm of the available capital of Rs. 600 crores should, be invested in basic inrlushy. 
1 A considerable portion of this capital will be required in form of foreign capital. 
·.This shoulcl be secured through the export of finished products like textile goods 
-both jute and cotton, leather goods, etc. This would , mean a curtailment of 

;consumption at home. People will have to accept this curtailment. B1,1t before 
they are made ·to accept it all possible efforts to increase capital by impoo;ing tl.e 

; burden of austerity on those who can afford t() bear it must be made.. At least 
.150 crores of rupees l~ill have to be secured through surplus in foreign trade. The 
t'est of the available capital will be required for expenditure at home for the estab-

; lishment of these industries. Within four years it should be possible to create 
sufficient raw material and power for our capital goods industry. A considerable 
portion of the profit earned in this sector of the industry should be ploughed back 
in the same sector even during the second and the third stages of the Plan. 

41. During the second sta~e the available savings 8hould be invested in capital 
rgoods industry which would then be in a position to utilise the· product of basic in
edustt·ies enumerated above.· This capital goods industry should fabricate tools for 
:the mechanisation of agriculture and for the expansion of consumer goocls industry. 
The profits earned in· this sector should he ploughed back in this sector even during 

. the third stage. 

42. During the third stage ofthe industry the savings shoulJ be .used for de
,.veloping rural industries. The mechanisation of agriculture and the expansion. of 
,.consumer goods industry will release a considerable number of people employed in 
i these industries and. they will have to be absorbed by the development of rural 
, industrieR. Even during the first and the second stagf ':l attempts should be made 
.to re-organise our small scaie nnd cottage industries on a more rational basis by 
supplying cheap electric po"·cr, training personnl'l and affording credit and, rnarket
\ng facilities but the large sc~tlP investmen" in this· sector should wait. till the 

1 third stage of the economic developmmt is reached. , 

43. Rapid economic development demand.;; accent not only or. savings, but on 
: investn.ents in capital good.;; rather· than consumer goods industries. Russian 
experience here iR of great sjgnificance : "Even during th~ fhst 5-year plan period, 

, investment in industry and electrification was planned to amount to nearly five 
times the pre-revo!utwnary value of the basic capital of Russia's large scale industry." 
.The following table givc<J the distribution of investment between the two sectors 
·of industry .• 

1st 5-Year Plan Period 
~nd .Do. 
3rd Do. 

Cavital 
Goods 

85·9% 
84:•9% 

s::·9% 

Cons1Lmer 
Goods 

14•1 ~~ 

•H>I% 
lf•l% 

(The quotatiot~ and the tahle are from the Bulletin.s un Soritt Ec011on,ic Den:.
lopment published by the Department_ of Economic.;, and ln~titutions of. the . l'SSR, 

; University of Birmingham.) 

44. If this Plan. be accepted it would mean that our economy "ould attain 
'equilibrium at a higher stage only after the hard but fruitful' effort of twel:e years 
during which the entire population "ill have to tighten thf'ir helti>. ·But this seems 
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, to be the only workable Plan and if people are approached in ~he right spirit and,if 
, they are made to feel that it is a common creative effort for the common go_od of 
all and if the burdens are equitably distributed and fruits assured to all there is ~o 
reason to suppose that our peopl~ will fail their ~ountry at a very critic.al stage in ~ts 
economic development. · 

45. A mMe pooling of our resources and using them in a planned scientific way 
would not be enough. We must also train our labour for carrying out the huge task. 
The Scientific :M:an Power Committee recently estimated the needs of the country 
at 50,000 and reported that the necessary training facilities were not available. 
We need not take such a static view of the situation. The training of men is an integ
ral part of a development plan. In the Soviet Union, for instance, " The number 
of specialists who graduated from the Universities and Technical Schools during 
the Second Five Year Plan more than doubled during the First Five Year Plan." 
The total number of workers trained up is as follows : 

Specialists graduated from : 
· Universities Technical 

Total for 10 Years (1928-37). _. 5,68,600 
During the 1st 5-Year Plan .~ 1,70,000 
During the 2nd 5-Year Plan • 3,69,900 

(b) The place of cottage and small scale industry 

Schools 

9,42,800 
2,91,200 
6,23,000 

46. This question has already been answered above. All the industries that can 
profitably be developed without Htra capital required on a large scale should be 
developed on small scale and cottage industry basis. The experience of Japan has 
shown that there is hardly any Consumers goods industry which cannot be developed 
on a small scale and cottage industry basis. 

(c) Protection to Cottag~ and Small Scale Industries. 

47. In a planned economy whE-re the capital, raw material and man power are 
directed according to a car<:Jfully prepared plan and where foreign trade is in the 
hands of the Government the question of protection does not arise. Crc(l,it and 
marketing facilities would suffice to protect this sector from foreign and indigenous 
competition. If however protection is found necessary it should ba in the form of · 
subsidy (preferably in terms of technical aid, land concessions etc.) and not tariff 
protection. Subsidy is calcuhble and people can have a. bettter appreciation of 
how the money pdd out of their exchequer is used. The effects of the latter are 
often complex and cannot be easily d'3terminecJ. The former shoulcl, therefore, be 
preferred to the latter. 

(d) Qualification .for protection 

48. This question also does not arise in a planned economy. An industry is 
worthy of protection if it fulfils some function in the furtherJ.nce of -the general 
plan. Norm'l.lly with foreign trade in the hands of the Government no protection 
should be necessary. If, however, protection is found necessary it should be through 
subsidy and not through tariff for the raasons stated above. 

SECTION V-BALANCE OF PAYMENTS PROBLEMS 

~a) Disequilibrium in our balance of payments 

49. For the last thirty years a. welcome change is visible in the composition of 
our foreign trade. There is a striking f? ll in the physical volume of imports of goods 
like cotton piecegoods, iron and steel manufactUre and cement and almost 
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compl.ete c1isapp~arance <?f imports of sugar soap and m9tches. On the other band 
there Is a r.teady 1nerease In the share ofra.w materials. After the war the export of 
raw materials has declined. 'Ve had usually a favourable balance of trade on 
trade accounts. During· the WP,r India has succeed~d in payin<Y off its foreign 
obligations and reducing the burden on her economy- that they ~presented. The 
terms of trade have thus changed in our favour and the inherent position of the coun• 
try in m&.tters of trade is fundamentally sound. 

50. The p .. rtition of the country hM- adversely affected our balance of payments 
po&ition ··to a certain extent as we have to import raw jute and cotton from 
Pakistan. But the recent attempt& on the part of the InclJan Union to free itself 
from the dependence on Pakistan in these matters inJ.icgte that with the proper 
m:.tnagement of our economy we should be able to wipe out the difficulties caused 
by the p?.rtition. There is no reason to doubt, therefore, that fundamentally our 
foreign tra,de position i8 sound. 

51. The detHioration of our B::-.lance of Payment po_ition is due to tempor •. ry 
causes. Given a sound and vig:·rous economic policy it is vot difficult to lessen 
the impact of these factors on our Balance of Payments position. We are chiefly 
ha!ldicapped l>Y the necessity of increasing our food imports mainly from hard 
currency country. It is not beyond the reach of pv,cticability to free ourselves 
from this necessity or 9t least to increase our food supply from soft currency areas. 
Anotbel contributing factv:t;' to the deterioration of our position i& the lai-ssez faire 
policy adopted by the Government in matters .of our imports 2.t times even frc·m 
the hard currency a1eas. In their anxiety to incr~ase supply of consum0 rs good& 
to fight inflation they issued Open General Licences which we1e used by the trade
many of whom were new to this job-to buy all sorts of goods which they thought 
were in great demand. Here again, much can be done by a conscious reorien
ation of our export-import policy. 

52. The Expolt Promotion CommitteE in its report holds that the rlisparity in 
the movements of inte.rnal p1 ices and the prices abroad is largely responsible fur 
India's present 2.dverse belance oftr.?..de. The causes of this di.;parity have to be 
fully investigated. The cupidity and shortsightedness c.£ OU! tradcis is prover
bial. The continuous and. a-lmost universal compl~int about the goods not l1eing 
according to specificf',tion is only one instance of this shortsigl}tedness. Charging of 
excessively high -prices in the sellors' mc,rket so ff·,r prev2.iling may be the other 
instance of thE: sam£ . 

53. Then there is the question of om prices being found higher in the d«.;ll<.r 
area.. Almosb all the countries outside this a.re area finding this difficulty. 
In fact this is nothing else but the indication of the fact that Americ"l. can 
meet almcst her full requirements from her internd resources and is generally 
independent of the outside supply. While she has got a. fJ..irly sizeable exportable 
surplu& due to her mass product ion technique .. This terhnique also means a lower 
cost per unit of output that is p1s8ible anywhere eh;e in the world. 

54. Whether the costs in our export goods industry compare favourably with 
other countries or not is a question which cannot be satisfactorily answered with
out a scientific cost accounting in these industries. In the absence of that all 
that we can say is that if the prices of our goods compare unfii.vourably in the foreign 
m':1rkets and if the cupidity and shortsightedness of our trr.dt>rs cannot wholly account 
for that the explanation will have to be formed in tbe inefficient management in the 
prices of industrial raw matuial and the prices of consumus goods en!erin~. in the 
working cost of living indexes. In such a cas•3 the problt:'m of natwr.~::;mg tLe 
mana~Pment and the question whether the prices of these goods a.m1. mrtenah ra~ be 
lowered without injustice being doLe to any one should be ex.pl~)rc d. I~ the P!1ces 
cannot be so lowered there would lea. f.1irly good case for subsiding these mdustnes. 
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(b) The remedies for correcting the presenf mal-adjustment : 

55. Our present difficulties are therefore due partly to international circum
lltances over which we have no ~ontrol and partly to the lack of a consi&tent policy 
of the Government in the matter. The control, development and direction of our
foreign trade should be envisaged as a part and parcel of the development of tLe
Union economy as a whole. It is necessary to replace the existing tariff board 
by an institution which has a comprehensive responsibility in respect of. both im
port and export trade. At loa.st for some time we must cease to depend on a multi
lateral trade and should enter into bilateral agreements with other countries to 
obviate exchange difficulties and price fluctu<:ttion. 

SECTION VI-EFFECT OlF PARTITION 

(a) Steps to meel the difficulties regarding the siq>ply of raw materials li1ce raw 
.iute and cotton : . 

56. There is no doubt that the Partition of the country -has created serious
difficulties regarding the supply of raw jute and raw cotton, and it is necessary to· 
take steps to meet the same. The devaluation of the Inclian Rupee has made the 
situation all the more acute and. the public attention has been focussed for some 
time now to this weakness in our economy. 

' 
57. As far as the supply of raw jute is concerned it is believed that with mills 

closing do'Yll for one week in a mont-h for the time being the existing stock of jute 
in the godowns of the mills and o.!h' indigenous supplies should enable our mills to 
continue functioning without interruption. This is of ~oUise a drastic remedy and 
creates many other problems like the industrie.l relations, possible curtailment ot 
our exports to hard currency areas etc., and a more satisfactory solution will hav~ 
to be found. 

58. This solution can only be growing of more jute in the country and t1e
readjustm~nt of production technique to make it possible the mixing of meta and 
herup with jute for the production of socking. As far as the question of growing 
more jute is concerned it has been suggested that there is a considerable scope for· 
expanding jute cultivation in Assam. The Oommerce Member has declared in the 
Parliament that in other areas also it is possible to expand jute cultivation without 
affecting areas that are vitally necessary for food. It. is suggested that it is possible 
to increase the supply of raw jute in India to the level of 4 million bales. · 

59. Even if it be found that the expanding of jute production will affect our
rice position the expansion of jute must be allowed as after the South East Asian 
countries have settled down to normalcy it will be possible and more advantageous 
to import rice from devalued areas than to buy jute from Pakistan. - · 

60. As regHds cott.on the problem is still simpler. Ou1 dependence on Pakistan 
is variously estimated a.s to the extent of 4 to 5 lakhs of bales. The Indian Central 
Cotton Committee in its recent meeting.in Bombay has considered a plan of increas
ing production of cotton of the varieties imported from Pakistan or of American 
and indigenous varieties comparable to them grown in Inid?,, It has been estimated 
thet it would be possible to increase the production of these varieties by about 
155,000 bales 8.t the end of two years. The Committee seem& to be of the opinion. 
thn.t if sufficient funds are made available to increase, inter alia, ftrtilisers, improved 
seeds, irrigation facilities et.c., it would be possible t9 increase the annual production 
of cotton from 3 million to 4 million bales in a comparatively short period. 
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THE SOCIALIST PARTY 

SECTION I-AGRICULTURE AND }>OPTTLATION 

(a) A shift of population from agriculture to secondary and tertiary industry :-
No elaborate statistics are required to prove that till very recently there has 

been a continuous increase in the pressure on land in our country. The steady 
_increase in population, the decay of indigenous industries, lack of other avenues of 
employment, the rise in land values are some of the causes for this increased pres
sure. This, coupled with the fact that the debt burden on the agricultural classes 

. was continuously increasing, led to the emergence of a class of landless labourer!!. 
These labourers are unemployed over a considerable part of the year. Naturally, 
per capita income from agriculture is very low and this is a major symptom of 
India's general poverty. Recently a slight shift from rural to urban areas is visible 
and the income from primary sector is also said to be rising. But even if this be 
true there is yet a very heavy pressure on land and no rise in the averaO'e per capita 
income in the country and the standard of living of the common rna; can be ex
pected till there is a substantial shift of the population now dependent on agricul
ture to secondary and tertiary industries. 

While admitting this it must be remembered that this does not mean a shift 
from rural to urban areas. Already our civic administrations in urban areas are 
<>n breaking point, housing problem in these areas has assumed alarming propor
tions and the transport facilities in the country are far from being adequate. 
Any further load on these services, therefore, would mean a disaster. The secon
dary and tertiary industries, therefore have to be taken to the rural areas and not 
the population to the areas where they are mostly located at present. 

Another important fact to be remembered in this connection is that this shift 
should be permanent in the sense that rural industries should not be a spare time 

. occupation. Farmers in their attempts to become artisans or industrial workers 
will be efficient in neither. Both efficient farming and cottage and small scale 
industries require a degree of scientific and technical skill which calls for specialisa
tion. Hence a part of the population now dependent on agriculture should be 
permanently shifted to secondary and tertiary industries. 

(b) Mechanisation of Ayriculture: 

The next question is how this shift is to be achieved. The present technique 
and organisation of our agriculture is such that during the busy season it requires 
almost the entire population now dependent on agriculture. In order to make the 
desired shift possible, therefore, the efficiency of our agricultural production has to 
be increased. One way of doing it is to mechanise agriculture. Unfortunately 
there is an acute difference of opinion on the question of the desirability of a large
scale mechanisation of agriculture. Names to conjure with in the realm of science 
have warned against such mechanisation. Even apart from this consideration 
such a mechanisation can be justified only if it increases the efficiency of 
agriculture measured both in terms of people employed directly or indirectly in 
agriculture and the capital sunk in this sector of our economy. 

It has been argued that mechanisation may mean fewer men per operation 
but not necessarily per acre, as it creates several new classes of employment like 
making of the machines, their management and repairs, distribution of the spares 
the fuel and the lurbricants etc. Such a creation of new classes of employment 
would certainly mean a shift in occupation. If the mechanisation does rai~e t~e 
yield per acre it may also mean a greater per capita income ; but whether It will 
mean a greater yield on the unit of capital sunk is doubtful. 
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Again, even if such a mechanisation is desirable it is not practicable in the near 
future. Such a mechanisation will require a large amount of capital which is more 

.urgently required in other sectors of our economy. In the absence of any large 
scale machine tool industry in the country it would also require a substantial 
amount in foreign exchange which we can ill afford at the present juncture. Again 
the new channels of occupation opened as a result of mechanisation would require 
the amount of technical skill and organising ability singularly lacking in our agri. 
<·ultural population today. A large-scale mechanisation would, therefore, create 
fructional unemployment seriously unbalancing our rural economy. Any large 
scale mechanisation of our agriculture, therefore. even if desirable is not practi

·Cable. 

(c) RatiQna[isation of Agriculture: 

This leaves us the alternative of the rationalisation of agriculture without 
mechanisation on any larcre scale. If this rationalisation is brought about in a suc
cessful mann£>r a part of

0

the population thrown' ~mt of employment as a result of 
~uch a rationalisation can be readily absorbed. · . 'What is required is a complete 
reorganisation of the social and economic framework of our rural economy consoli
dation of fragmented and scattered holdings through the creation of agricul
tural co-operatives, the production, purchase and supply of improved seed, the 
manufacture of composts and other aids to better cultivation, minor irrigation works 
and roads, better cattle, seed banks-all these are necessary to rationalise our agri
<·ulture. And each one of these activities would require a considerable personnel. 

Inspite of this, however, an alternative employment will have to be found 
for a considerable number of people. This can only be done by the develop:n;tent of 
<·ottage and small scale industries. Even this will require the import of machinery 
and training. The J apane'le org~nisation of these industries can be studied with 
advantage. · 

fall 
The cottage and small scale industries which can usefully be encouraged 
under three categories :-

(a) those engaged in the production of artistic goods. 
(b) those producing articles for mass consumption and 
(c) those acting as subsidiaries or auxiliaries for factory industries. 

Every effort should be made to reorganise our cottage and small scale indus
tries in each one of these three categories. 

The measures necessary for this purpose are 
(a) provision for cheap pdwer 
(b) rrovision for technical training and 
( provi-;ion of financ~:. and marketing facilities. 

The provincial Governments should undertake the responsibility of providing 
. the electric power for the use of small and cottage industries at special favourable 
, rat£>s. 

In each district a techni~al training centre should be established. The centre 
. ;>hould draw its trainees, as far as possible, from the district concerned. The 
scheme of education giv£>n should be intimately related to the needs of the parti
cular arts and crafts flourishing in that district. 

Better finance and improved facilities should be provided through co-opera
, tive institutions. These institutions should be federated at the provincial level 
, into a provincial organisation with the following functions : , 

(a) exploring the possibilities of improving the technique of production. 
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(b) sec~ring financial assistance and 

(c) the stu(ly of the markets for the goods produced by the t~mall scale ar1d 
cottage industries. 

SECTION II-CAPITAL REQUIREMENTS. 

(a) lnditjenou8 Capital: 

The question of capital forma~ion is the key problem of our economy today. 
Since the publication of the Bombay Plan till now many estimates have been made 
of the available indigenous capital. According to the Bombay Plan apart from the 
Sterling Balances and Foreign Borrowings Rs. 8,300 crores or were likely to be 
available in the course of 15 years. Rs. 900 crores from Hoarded Wealth and 
Balance of Trade and Rl". 7,400 crores from savings and " created money ". Ac
cording to the Peoples Plan the finance available in 10 years was Rs. 14,550 crores. 
The ' Gandhian Plan ' prepared by Sri Agarwal expected the total expenditure 
during the period of 10 years to be Rs. 3,500 crores non-recurring and Rs. 200 crores 
recurring met from indigenous sources. The zero Programme placed the avail
able capital at Rs. 6,000 crores in the course of 10 years. Recently the Easter:n 
Economist has come out with a Peoples Plan covering five years. According to 
their estimate the total volume of internal savings available to finance the plan 
would be roughly Rs. 1,000 crores. Thus from nearly Rs. 550 crores of average 
annual savings of the Bombay Plan we have come down toRs. 200 crores of aver
age annual savings. According to the same paper our National Income in 1947-48 
was Rs. 3,942 crores in Indian Provinces alone. For any adequate scheme of 
rapid industrialisation of our country we must save at least 10 to 15 per cent of our 
National Income. In other words we must sa-ve in the order of Rs. 400 to 600 
crores per year. 

It is not easy to reach this target. Our capacity to save depends upon our 
capacity to produce and our capacity to reduce consumption. Our productive 
capacity is very low. Our agriculture is i~ a hopeless state of disorganisation. 
There is hardly any saving in our Primary Sector. Our industrial development is 
lop-sided. Out of 5013 major industrial establishments in the country with total 
investment of Rs. 458 · 5 crores only 325 factories belong to heavy industry with 
capital investment of Rs. 60 crores. A significant portion of the productiYe 
capacity of our industry remains unused. Our industries are highly trustified 

. with the result that in eleven major groups of industry capital invested increased 
by only Rs. 9 crores or just three per cent. between 1938-39 and 1946. During the 
war years production was stepped up and our capital resources were recklessly used. 
This has affected adversely the productivity of our worker which has fallen from 
100 in 1939 to 78 in 1947-48. 

The result of all this is that our rate of industrial development is about Rs. 10 
· to II crores per year. Our institutional savings and savings of the small investors 

are not more than Rs. 20 to 30 crores a year. It is impossible to finance any ade
quate plan of rapid industrialisation of our country on the basis of these meagre 

. savings. ''Ve have to go to the root of the failure of capital fDrmation and apply 
drastic remedies to correct the situation. 

The failure of capital formation is due to (1) lack of savings (2) insufficient 
· conversion even of available savings into capital and (3) low production which 

does not leave sufficient margin for savings. 

To promote the growth of savings it is necessary to impose an all-rounll res
triction on consumption. A scheme of consumption restriction will succeed only 
to the extent it imposes proportionately greater burden on the higher incomes than 
what are put on the lower incomes. 
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To convert, s:l\·ii1g.; intu capital tax concessions and remissions may be given to 
undistributed profits ploughed back into the industry. Production should be 
increased through harder work and better co-ordination production. It will be 
nect•ssary to carry out rationalisation of organised and unorganised industries and 
to insist on harder work on the part of both workers and managements. 

Physical and psychological bottlenecks hampering the transfor~ation of 
.sa,·ings into capital will have to be removed. The physical obstacles to be removed 
.are inadequacy of tram port facilities, lack of raw material ari.d capital goods and the 
lack of trained personnel. 

The dPpressing effects of uncertainties can be removed by an n.Rsurance, from 
the Government and Monetary Authorities of maintenance of stable prices and 
{',apital values. . The Indian investor must revise his profit expectations fostered 
during the years of shortage and inflation. 

To carry out all these tasks it is necessary' to establish a National Planning 
Commission whose function it will be to suggest \yays and means of attaining the. 
targets and to distribute the savings, according to a carefully prepared plan of na
tional devdopm~nt. 

(b) Foreign Loans. 

Looking to the requirements of our economy there is no doubt that a subs
tantial loan of foreign capital will greatly lighten the burden of industrialisation"on 
our people who are already overburdened. Foreign capital should, therefore, 
bo welcomed provided no strings are attached and further that all such aid is brought 
in by the Government. Private import of capital will lead to the creation of in
ternational cartels. 

(c) Conditions attaching the ~~me. 
As the borrowing will be Government to Government no further conditions 

need be laid down except that the. rate of interest should be reasonable in view of 
the reasonable guarantee of repayment. 

• SECTION III.-LA.BOUR 

(a) Tile relative productivity of Indian Labour. 

Production of an industry or a 'mit depend upon many factors besides labour. 
It is therefore very tmfair to compare the productivity of labour in India with that 
of industrially advanced countries. As the Report on the Committee on Profit 
Sharing puts it "The Productivity of labour is dependent, among other things, on 
the nature of the equipment and the efficiency of organisation and supervision. 
Then al!ain, the measurement of total production in terms of a common unit is a 
very clitlicdt task. Even the final products of an industry or undertaking are not 
always uniform and easily measurable". In the absence of standardisation of the 
production equipment, raw materials and working conditions a comparif!on ofpro. 
ductivity is bound to be arbitrary and .misleading. · 

(b) T/1e causes. uf low p~oductivity. 

All that we can say, therefore, is that the~e is much scope for improvement in' 
the procluctivity of our industry. . · ~ 

. Our industrial capital equipments were overworked during the war and th6. 
machinery is worn-out. There is no uniform scientific practice in the use of raw 
materials. Much can be done to improve the labour-management relationship by: 
creating an atmosphere in which a worker can feel a creative joy in his wor~. A 
s~heme like that of the Training within a lndustr.f' of Britain can be devised to im~ 
prove the technical skill of the worker. 
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(c) Decrease- of the prod~tivity of labour in recent yeat·s. 
If it is difficult to <:ompare the productivity at different p)riods of ti·ne. 1o· 

quote the Report of the Committee on Profit Sharing again "the basic conditions 1 

in any one year may be quite different from the conditions on which the norm ha~: 
been determined. The production equipment might have increased or diminished 1 

or improved or deteriorated in the meantime. There may bE: un¥"omntary interrup
tion for which no one is responsible. To compare actual production in any given 
year with the norm would therefore, be extremely unscientific and unsatisfactory ": 
If a rule of the thumb is employed and the productivity is measured by the pro
duct divided by the labour force employed productivity has gone down in recent 
years. The causea may be the worn out condition of our machinery, and a pervading 
s:mse of grievance amongst the workers due to a continuous fall in real wages .. 
This docs not enthuse them to contribute their best in:production. A general dete
rioration in our business standards as evidenced by reckless black marketing ancl 
profiteering is also responsible for this. 

SECTION IV.-L'l"DUSTRIALISATION. 

(fl) The Pattern of lndnstrialisaiion 1 

- 'fhe problem of determinin~ t hfl pattern of industrialisation is really the problem 
of answering two distinct questions : 

(a) in which sector of our economy we would like to enforce savings ; and 
· (b) in which sector of our economy we would like to invest these savings. 

In the laissez-faire system these questions are determined by the propensity 
to consume, by prospective yield on investments and by the liquidity preference. 
In a planned economy the questions have to be answered in terms of the require
ments_ of the economy as conceived by some planning authority. 

Many answers have been given by the different plans to the two questions 
formulated above according to their assessments of the requirements of the situa
tion. As for the first question as to from what sector of the economy the savings 

- should come. All the answers ultimately boil down to a temporary cut in consump
tion. I'eoples Plan for economic development of India prepared by the recons
truction committee of the Indian Federation of Labour, for instance, in paragraph 
116 of the Report says : " The growth of industries as well as the provision of the 
services such as those of health, education und housing will depend upon the extent 
to which a surplus is created in the economy, and the creation of that surplus will 
naturally be the task of the principal industry in the country viz. agriculture " and 
in paragraph 117 they say : "in the beginning a considerable portion of labour 
would be diverted to the purpose of reclaiming the cultivable land as well as for the 
irrigation schemes ". These items in the initial stages would mean work "ithout · 
immediate results and to that extent would mean austerity. Similarly the Bom
bay Plan depend for their finance to the tune of Rs. 8,000 crores on Balance of trade 
savings and created money. A part of it no doubt will come from the increased 
production as the plan progresses but in the initial stages financing the plan from 
these sources would definitely mean the lightening of the belt. Even the Zero 
Programme requires a saving to the tune of 10% of the National Income and that 
means more austerity than at present. The Gandhian Plan modest though it 
depends upon the entire financing of its Plan of non-recurring expenditure of 
Rs. 3,500 crores and Rs. 200 crores of recurring expenditure in the ten years of tht
P1an on internal savings and this again means austerity on a considerable scale. 
All the plans, therefore, seem to agree on the fact that at least in the initial stages 
of the planned development of our economy the people of this country will have to' 
accept a regime of considerable austerity. 

Such a scheme of austerity if it is to invoke the enthusiastic support of all 
iections of the community must spread the burden of the industrialisation in such a. 
way that the higher incomes have to bear the proportionately greater burden than 
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the lower incomes. Again, if the· workers can be induced-to work harder and if
need be for longer hours it·willloosen to some extent t-he· rigorous of the austeritr
period. 

To next important question is that of directing the savings so created into
right channels. The different plans have given different answers to this question. 
The Peoples Plan for instance, says : " given the fact that a large volume of the
essential demands of the community today remains unsatisfied the first object of the= 
planned economy must be to satisfy it." Their list of priorities therefore give agri
culture, the first place, the consumers industries the second place and the basic· 
industries the third place. 

Similarly in the Gandhian Plan the pride of place is given to Agriculture and 
Consumers goods industry. The Zero programme says that the standard of life of· 
an ave:age Indian today is below the subsistance level. A due observation of 
priorities would therefore mean that we must first of all produce wage goods i.e., 
products that are consumed by the labourers like. food, clothing, housing, health 
and education. 

On the other hand the Bombay .Plan says that "in the initial stages att-en
tion should be directed primarily to the creation of industries for the production or 
power and capital goods. The proposal however, is wbject t-o this important quali
fication that provision should be made at the. same time for ~he manufacture within 
the country of the most essential classes of consumption goods." 

If we decide to form our capital through austerity and hard work there is no· 
·immediate necessity to substantially increase our production from agriculture or 

consumer's goods industry by diverting our savings in these channels. This does 
not mean that no effort should oo• made to increase production in these sectors. 
Rationalisation of management and production, indispensable replacements of 
machinery, more judicious use of our raw materials and man power and hard work 
on all sides will go a long way to increase our production without a large scale capital· 
expenditure. During the initial stages of our economic development, however 
maximum coacentration of new investment should be in the basic industries like 
power, iron and steel, machine tool-industry, heavy chemicals and cement ; then 
we may go to the production and fabrication of tools for rationalisation of agricul
ture and consumers goods industry ; and lastly to the development of rural 
industry. 

Thus the plan of economic development may be divided into three stages each 
stage occupying four years. During the first period of four years the maximum of" 
the available capital of Rs. 600 crores should be invested in basic industry. A 
considerable portion of this capital will be required in form of foreign capital. This 
should be secured through the export of finished products like textile goods both 
jute and cotton, leather goods etc. This would mean a curtailment of consumption 
at home. People v;ill have to accept this curtailment. At least 150 crores of 
rupees will have to be secured through surplus in foreign trade. The rest of the 
available capital will be required for expenditure at home for the establishment of 
these industries. Within four years it should be possible to create sufficient raw 
material and power for our capital goods industry. A considerable portion of the 
profit earned~ this sector of the industry should be ploughed back in the same· 
sector even dunng the second and the third stages of the plan. 

Durin, the seconJ stage the available savings should be invested in capital 
gooda industry which would then be in a. position to utilise the product of basic 
induatries enumerated above. This capital goods industry should fabricate tools
for the mechanisation of agriculture and for the expansion of consumers goods 
industry. The profits earned in this sector shotdd be ploughed back in this. 
sector even during the third stage. 
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During \Jhe third stage of the industry the savings should be used for develop
ing rural industries. The mechanisation of agriculture and the expansion of con
sumers goods industry will release a considerable number of people employed in 
these industries and they· will have to be absorbed by the development of rural 
industries. Even during the first. and the second stage attempts should be made 
to re-organise our small scale and cottage industries on a more rational basis by sup
plying cheap electric power, training personnel and affording credit and marketing 
facilities but the large scale investment in this sector should wait till the third stage 
of the economic development is reached. 

If this Plan be accepted it would mean that our economy would attain equilli
brium at a higher stage only aft.er the hard but fruitful effort of twelve- years during 
which the entira population will have to tighten their belts. Rut this seems to be 
the only workable Plan and if people are approached in the right spirit and if they 
are made to feel tha~ it is a common creative effort for the common good of-all 
and if the burdens are equitably distributed and fruits assured to all there is no 
reason to suppose that our people will fail their country at a very critical stage in 
its economic development. 

(b) The place of cottage and small scale indu.stry: 

This question has already been answered above. All the industries that 
-<:an profitably be developed without extra capital required on a large scale should 
be developed on small scale and cottage industry basis. The experience of Japan 
has shown that there is hardly any Consumers goods industry which cannot be 
developed on a small scale and cottage industry basis. 

(c) Pro~ection to Cottage and Small scale industries: 

In a planned eco~omy where the capital, raw material and man power are 
-directed according to a carefully prepared plan and where foreign trade is in the 
hands of the Government the question of protection does not arise. Credit and 
marketing facilities would suffice to protect this sector from foreign and indigenous 
-competition. If however protection is found necessary it should be in the form of 
subsidy and not tariff protection. The former is calculable and people can have 
.a better appreciation of how the money paid out of their exchequer is used. The 
effects of the latter are often complex and cannot be easily determined. The 
former should, therefore, be preferred to the latter. 

(d) Qualification for protection : 

This question also doea not arise in a planned economy. An industry i.-3 worthy 
.of protection if it fulfills some function in the furtherance of the general plan. 
Normally with foreign trade in the hands of the Government no protection should 
be necessary. If however, protection is found necessary it should be through sub-

. .sidy and not through tariff for the reasons stated above. 

SECTION V.-BALANCE oF PAYMENTS PRoBLE1nS 

(a) Disequillibrium in our balance of payments: 

For the last years a welcome change is visible in the composition of our foreign
trade. There is a striking fall in the physical volume of imports of goods like cotton 
piece goods, iron and steel manufacture and cement and almost complete disappear
ance of imports of sugar, soap ap.d matches. On the other hand there is· a steady 
increase in the share of raw materials. Mter the war the export of raw materials 
has declined. \Ve had usually a favourable balance of trade on trade accounts. 
During the War India has succeeded in paying off its foreign obligations· and reduc
inO" the burden on her economy that they represented .. The terms of trade have 
th~s changed in our favour and th(' inherent position of the country in matters 
of trade is fundamentally sound. 
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The Partition of the country has adversely affected our balance of payments 
position to a certain ext.ent as we have to import raw jute and cotton from Pakistan. 
But the recent attempts on the part of the Indian Union to free itself from the de
pendence on Pakistan in these matters indicate that with the proper management 
of our economy we should be able to wipe out the difficulties caused by the parti
tion. Tlere is no reason to doubt, thf'refore that fundamentally our foreign trade 
position is sound. 

The deterioration of our Balance of Payment, position is due to temporary 
causes. Given a sound and vigorous economic policy it is not difficult to lessen the 
impact of these factors on our Balance of payments position. We are chiefly 
handicapped by the necessity of increasing our food imports mainly from 
hard currency country. It is' not beyond the reach of practicability to free our
f elves from this necessity or at least to increase our food supply from soft currency 
areas. At other contributing factor to the deterioratiqn of our position is the laissez 
faire policy adopted by the GoYernment in matters .of our imports at tim~ even 
from the hard currency areas. In their anxiety to increase supply of consumers 
goods to fight inflation they issued Open General Licences which were used by the 
trade-manv of whom were new to this job -to buy all sorts of goods which they 
thought were in great demaml. Here again, much can be clone by a conscious re
orientation of our export-import policy. 

The Export Promotion Committee in its report holds that the disparity in 
the movem£'nts of internal prices and the prices abroad is largely responsible for 
Imli:t's present a<h-erse balance of trade. The causes of this disparity have to 
loe fully investigated. The cupidity and short-sightC'dness of our traders is prowr
biul. The continuous and almost universal comvlaint about the goods not being 
according to spc£'ification is only on<\ instance·of this short-shighteclness. Charg
ing of excessively high-.priccs in th&··sellers' market. so far prevailing may be the 
other instance of the same. 

Then, there is the question of our prices being found higher in the dollar aret1, 
Almost all the countries outside this area are finding this difficulty. In fact this is 
nothing else but the indication of the fact that America can meet almost her fllll 
r£'quircments from her internal resources and is generally independent of the out
!ide supply. \Vhile she has got a fairly sizeable exportable surplus due to her mass 
production technique. This technique also means a lower cost per unit of output 
that is possible anywhere else in the world. 

\Yhethcr the costs in our export goods industry compare unfavourably with 
other countries or not is a question which cannot be satisfactorily answered with a 
suientific cost accounting in these Industries. In the absence of that all that we 
can say is that if the prices of our goods compare unfavourably in the foreign mar
kets and if the cupidity and ..short-sightedness of our traders cannot wholly account 
for that the explanation will have to be formed in the inefficient management in the 
prices of industrial raw material and the prices of consumers goods entering in the 
working cost of living indexes. In such a case the problem of nationalising th~ 
management ami the question whtther the prices of these goods and materials can 
be cornered without injustice being done to any one should be explored. If the 
the prices cannot be so lowered there would be a fairly good case for subsidising 
these industries. 

(b) The remedies for correcting the present mal-adjustment: 

Our present difficulties therefore are due partly to international circumstaucell 
on which we have no control and partly to the lack of a consistent poli~y of the 
Government in the matter. The control, development and direction of our foreign 
trade should be envisaged as a part and parcel of the development of the union 
economy as a whole. It is necessary to replace the existing tariff board by an 
institution which has a comprehensive responsibility in respect of both import and 
export trade. At least for sometime we must cease to f.epend on a multilat.€ra 1 
18 M. of Com. 
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trade and s~ould ~nter into ?ilateral agreements with other cou~ntries to bbv1ate 
exchange_ dlflicultws and prtce fluctuation. The quesliion of Iowerin"" the cost 
.and subsidy should also he pursued if found necessary. ., 

.t (c) A pattern of Foreign Tmde to at;hieve a long-term e1uillibrium in out Balance 
.o.J payments. 

The pattern of foreign trade is dependent on the pattern of our economic de~ 
v~lopment. The ~st should be a handmaid to the second. If the patteru. of econo
rc. development u~dicated by us is accepted we will have to evolve a pattern of 
or.eign tra~e to swt that pattern. During the first stage of our Plan we will :re~ 

quue s~ffiCient ~mount of foreign exchanges and we must pay any price for getting 
o~r capita~ reqmreme?ts. _This will have to be paid for by the export of our merchan, 
dise at P~ICes attractive m the world markets. This might mean a stringent period 
of_ austenty at home. We must face the prospects bravely. Perhaps after the 
third stage of the economic development is well underway we will be in a po!lition 
to ha':"e a more favourable pattern of the foreign trade, as the cost structures by 
that time would have come to the level of industrially advanced countries of the 
}VOrl d. 

In the meantime a closer trade relationship between the Fa.r East and the 
Middle East should he attempted. As suggested by the recent report of the 
E.C.A.F.E. Committee ou Industry and Trade steps mioht be taken to brino to
gether "'ith the planning agencies of various countries "'of the region to con~ider 
and undertake appropriate projects the developmt>nt of which would be mutuallv 
advantageous. · 

SECTION VI.-EFFECT OF I'AJtTITION 

(a) Steps to meet the diificulties-regarding the supp.y of raw materials like raw 
jute and raw cotton : 

There is no doubt that the Partition of the country has created serious cliffi
culties regarding the supply of raw jute and raw cotton, and it is necessary to take 
steps to meet the same. The devr.luation of the Indian Rupee has made the 
situation all the more acute and the public attention has been focussed for some. 
time now to this weakness in our economy. 

As far as the supply of raw jute is concerned it is believed that with mills clos
ing down for one week in a month for the time bein6 the etisti!!g stock of jute ia 
the godowns of the mills and our indigenous supplies should e!k'l..ble our mills to 
continue functioning \\ithout interruption. This is of course a drastic remeJy 
and creates many other problems like tho industrial relations, possible curtrul
mC'nt of our expons to hard currency areas etc. and a more satisfactory solution 
will ha \-e to be found. 

This solution can only be growing of more jute in the country and the re. 
adjustment of production technique to make it possible the mixing of meta. and 
herup with jute for the production of socking. As far·as the question of growing 
more jute is concerned it has been suggested that there is a considerable scope for 
expanding jute cultivation in Assam. The Commerce member has derbred in the 
Parliament that in other areas also it is possible to expand jute cultivation without 
affecting areas that are vitally necessary for food. It is suggested that it is 
possible to increase the supply of raw jute in India to the level of 4 m1llion bales. 

Even if it be found that the expanding of jute production will affect our rice 
position the expansion of jute must be allowed as after the South East Asian 
countries have settled down to normalcy it wil1 be possible and more advantagP.Ons 
to import rice from devalued areas than to buy jute from Pakistan. 
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As regards cotton the problem is still simpler. Our dependence on Pakistan 

is variously estimated as 4 to 5 lakhs of bales. The Indian Central Cotton Com
mittee in its recent meeting in Bombay has considered a plan of increasing pro
duction of cotton of the va.rieties imported from Pakistan or of American and indi
genous verielies comparable to them grown in India. It has been estimated that 
it would be possible to increase the production of these varieties by about 155,000 
balPs at the end of two years. The Committee seems to be of the opinion that if 
sufficient funds are made available to increase, intet alia, fertilisers, improved 8eeds, 
irrigation facilities, etc. it would be possible to increase the annual production of 
<lot ton from 3 million to 4 million bales in a ,comparatively short period. 

SECTION VII.-GOVERNMENT MACHINERY FOR DEVELOPMENT PURPOSES 

(a) The existing admim:strative machinery. 

The existing administrative machinery is not suited to the tasks of a planned 
economy. It will therefore, have to be compl~tely overhauled. 

(b) The Government Controls: 

The Government controls should he devised to increase savings and to direct 
these savings to those sectors where the capital is more urgently needed. They 
should also direct raw materials and man power in the same manner. They should 
constitute statutory bodies to caiTy out a scrutiny through cost accounting and 
Qthcr methods into the working of ·the industrial establishments. Control over 
production and prices will also be necessary in a majority of cases. ' 

(c) The establishment of a National Planning Commission is urgently called 
for. Its function would be to carry out the overall survey o(__the economy, to 
ascertain the needs for capital and resources of the different sections, to co-ordinate 
the rates of development of tlte~e different sectors and thus bring about an ab
solute economy in the amount of total capital required for given quantum of econo
mic development. 

The Commission will be in a position to prevent the exercise or emergence 
monoply powers. 

The Commission should have under it a series of National as well as Regional 
Supervisory Directorates in charge of different industries. These directorates 
would be made up of representatives of the public, the workers and the manage
ment and would be entrusted with the function of carrying out a scrutiny through 
cost accounting and other methods into the working of the industrhl establish
ments w1dcr them. 

There should be .a Department of the Planning Commission' dealwg with the 
small scale and cottage industries. This department should sturly the problems 
fa,dng this sector of our economy and prepare a blue print to provide technical 
training, cheap electric power and furnace and marketing facilities to those en
gaged in this sector. 

Simibrly, there will be an Agricultural Department looking aft.er our agri
cultural proLlems, a separate note on which is under preparation. 

Another Department of the Nat.ional Planning Commission sh'Juld be esta.b
lishe!l to control, develop and direct all foreign trade. In the absence of any over
all Planning a mere establishment of foreign trade advisory Committee or taking 
over by the Government of a part of foreign trade will not suffice. This Depart
ment should enquire into the question of costs and prices of the articles entering 
our fol'f'ign trade and suggest proper remedies. The control of the quality of goods 
exported should also be under its charge. 
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With the establishment of such a Planning Commission the entire economy 
of our country will come under one central direction. This fact should be reflected 
in the administrative machinery. A Ministry for the Economic Development must 
be created and the Department of Industry, Commerce and Supply should be· 
integrated wi.th this :Ministry. The Tariff Board will no longer be r0qnired as a 
separate body. Jt. will form part of the Planning Commission. 

AHMEDABAD MILLOWNEARS' ASSOCIATION 

The Havana Charter on Trade and Employment which among other things 
aims at promotion and expansion of international trade by removing restrictions. 
thereon was signed by 53 nations including India at Havana on March 24th 1948. 
The position at present is that the signatory countries may accept the charter as a 
whole or reject it and no amendments can be suggested at the present stage, It 
would thus be observed that we have to assess the advantages and disadvantages 
of the charter as a whole in deciding upon our course of action. 

It may be mentioned that, India is yet an under-developed country and 
still being in a formative state it is not possible to judge the nature and extent 
of state assistance required to develop our industries. The charter has specific 
provisions in these regards and it is therefore apprehended that the acceptam·e of 
the charter may not permit the grant of necessary al?sistance to our industries
new and existing-in every case. Thus the advantages of the obligations under 
the I. T. 0. are distinct while advantages from freer trade are doubtfuL 
It may also be added that the deYelopment of inrlnstries ami internal trade are 
more important to this country than foreign trade. In view of these frtcts my 
Committee are unable to advocate ratification of the charter ancl do not feel called 
upon to reply to the Questions 89 to 98. 

As regards G.A.T.T. the Government spokesman Las stated that the gui<ling 
factors taken into consideration while granting tariff concessions were : 

(l) The concessions should not relate to products which were protected 
or in respect of which claims for protection were likely to be made rluring the 
next three years, and 

(2) The concessions should not result in excessive loss of rewnue. 
In this connection, Government may not have the information regariling the 

possibility of an industry approaching for protection during the next three years 
and they may grant concessions to other countries which may have prejudicial 
effect on such industries. ·we have therefore to submit that before entering into 
new agreements the Government should ask for the opinion of the cham hers of 
commerce regarding the possible effects of such measures. 

As regards the tariff concessions already grantecl, it may be stated that 
eoonomic and political changes of vast magnitude have taken phce thereafter. 
The pattern of India's foreign trade is rapidly changing.. As such, my Committee 
are of opinion that the entire question of tat.:'iff concessions shoulcl be reviewed 
at the end of Hl50 in the light of new circumstances. 

PART I 

SECTION A(i) 

Question 1.-Do you consider that the economic background in the country. has so al~erecl 
since the Indian Fiscal Comm1'ssion reported in 19:!2 that ·1t necessttates 
a fundamental change in the approach to the problems 1cith 1chich the 
present Commission is concerned ? 

An.su·er.-Duriii~ the last quarter century, thoucrh agriculture still retains its 
predominant import~nce, there have been vital chang~s in the economic con<lition,.. 



367 

In our view, the principal factors which have influenced the economic conditions are 
{1) the separation of Burma. (2) the partition of the country, (3) the war and 
aftermath of war and (4) the Industrial Development. 

The main changes are, (1) deficit in food grains and raw materials like cott.on 
. and jute, (2) self-sufficiency in consumers goods like cotton textile, matches, sugar. 
cement, etc., (3) Development of iron and steel, coal, hydro-electric, automobiles, 
machine-tools and such industries as well as of the ancillary industries like Bob
bin, Starch, Paper, etc., (4) as a result of the absence of competition from chief ex
porting countries, our manufactured goods have found some- foreign markets, (5) 
India has become a creditor on capital account and (6) we are facing adverse balance 
·of trade. 

These are some of the factors which call for a change in the approach to the 
problems with which the present Commissio~ is concerned. 

·QIU8tion 2.-.W ill you list the principal changes in our agricultural situation in respect 
of (a) production, (b) consumption, and (c) international trade in agri
cultural commodities 'I 

Answer.-For years tli.e net per capita area sown in India has shown a persis
-tent decline, since more or less the same area of land has had to support a growing 
population. Thus per capita area 'for British India had declined from 0·90 acre in 
1911 to 0·72 acre in 1941. With the growing population, the figure became still 
lower. The situation was further aggravated by the partition of the country, as 
.a result of which important supplies of wheat and rice were lost. As regards raw 
materials, pre-partitioned India had virtual monopoly for the production of Jute 
.and stood next to U.S.A. in world production of cotton, but now she has become 
.an importer of these importa~j commodities. 

With the growing population, the consumption of food increased. The rise 
m money income of the working classes resulted in increasing the consumption 
of staple food like rice and wheat. Thus the food production of Indian Union is 
short by nearly 5 million tons of its requirement today. · 

As a result of this, imports of food gra;ns have increased to an alarming extent. 
As regards raw materials, we have to import raw cotton and jute while with the 
increasing internal consumption, oil seeds have ceased to be an important item 
-of export. Tea alone retains its place of importmce in export trade. 

·Question 3.-To whal extent, 1] any, have these changes affected or are likely to affect 
in future, the pace and direction of our industrial proyress 'I 

Answer.-In o\ll' opinion, these changes have affected the growth and deve-
!lopmPnt of our industries :-

(1) by diverting our resources for increasing production of food-grains, 
(2) by reducing our foreign exchange for imports of machinery, 
(~) by requiring the transfer of land from non-food crops to food-crops. -

These conditions will in our opinion possibly retard our industrial progress 
·especially of key and capital goods industries, while there will be scope for the 
progress of small scale and ancillary industries. · 

·Question 4.-What ar.e the basic improvements in our agriculture and mining that 
you would consider urgently necessary as a support for any policy of 
intensified industrialisation 'I 

Answer.-The country should not and cannot go on importing food on the 
-t~cale it is doing to-day. Self-sufficiency as regards food and raw materials should 
be the goal of our agricultural policy, because as long as the food scarcity 
:and the scarcity of raw materials such as cotton and jute- continues there is no 
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possibility of carrying out the industrial plans. The attainment of agriculturartarget 
must, therefore, be ensmed with the help of experts to get more 'out of the land with 
the help of fertilisers, improved implements, tube-well fittings and other equipments. 
which so far as possible we must produce ourselves. As regards minerals, possibi
lities of oil resources should be investigated and important minerals like Manga
nese, Mica, Bauxite which are of industrial utility should be developed on modern 
lines so that they may help the key industries. 

Question .').-What are the main directions in which our industrial der€lopment 
has progressed since the Indian Fiscal Commission repomd in 1.922? 
Please give your ap~reciation of the same. 

Answtr.-In spite of the difficulties and obstacles which India has to face, there
has been some progress in industrial development. India has been placed as one of 
the eight leading industrialised countries of the world. In a number of consumers,. 
goods like sugar, matches, cement and cloth, the country has reached self-sufficiency. 
Under the shelter of closed markets after 1939, important industries ?;iz., manu
facture of Soda Ash, Starch, Textile l\Iachinery. Fertili&>r, Electric Conductors, 
Ship Building, Cycle, Road Rollers have developed. But however, what is more 
important is that we are still dependent on foreign countries for the supply of 
machineries and other capital goods so essential for establishment of new industries. 

Que,qtion 6.-To what extent do yo1t think our industrial development still falls short 
of our essential requirement.s1 Would yott list our main deficiencie~F 
under the following heads :-

(a)· Lines of manufacture which you consider essential; 
(b) Volume of production; 
(c) Overhead and operatit·e costs; 
(d) Quality of management; 
(e) Supply of capital; 
(f) Availability of raw material, fuel and power; 
(g) AvailabiWy of high grade technical ability; 
(h) Supply of skilled and unskilled labour; 
(i) E,fficiency of labour. 

Answer.-The Fiscal Commission's (1922) observation that the Industrial deve
lopment has not been commensurate "'ith the size of the country, its population 
and its natural resources holds good even today. Our observation on the main 
deficiencies are as under :-

(a) We are in urgent need of basic and key industries which are essential for 
rapid industrialisation and national self-sufficiency. -

(b) Volume of production of our industries excepting sugar, matches and 
textile, is still below the requirement. 

(c) Operative 9osts have been very high which has come in our way in promot
ing export trade. 

(d) Quality of management is, in our opinion, is of general efficiency and eco
nomy. It may be mentioned that India's present industrial develop
ment owes much to the far sighted policy adopted by our industrialist 
in spite of many handicaps. 

(e) The supply of capital to established industries is generally forthcoming.
but as regards the new industries on account of vacillating policy of the 
Government and such othE-r factors the supply of capital is far from 
satisfactory. 

(j) ·As regards raw matHials, India is placed fayourably excepting raw cotton: 
and jute. The main item of fu('l-coal-comes from Bihar and B('ng 
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which results in heavy transport charges to Industrial centreslin other 
parts of the country. In our opinion, rapid installation of Hydro-elec
tric power stations in different parts of the country will he helpful (to 
the industry. 

(g) India still lacks high grade technical ability. 
(h) Supply of skilled and umkilled labour is satisfactory. 
(i) Efficiency of Indian labour is still very low and is one of the handicaps 

in industrial development. 

Question 7.(a).-Please give a broad analys1's of the present position of s-mall-8cafe 
and cottage industries in the '?conomy of this country. 

(b) Wlwt should be the relations between-
(i) small-scale and cottage industries and agriculture; and 
(ii) small.scale and cottage industries anil,large-scale industries? 

A nsu·cr.-(a) While modern industry has made only a mo1lerate advance in 
this country, the small scale and cottage industries ·form an organic part of our 
economic life. The number of workers in the various cottage and small-scale indus-. 
tries is still larger than those of the operatives employed in the organised industries, 
but these industries are to a large extent in an unorganised state. Various measures 
taken by the Provincial Governments have served to focus our attention on this 
urgent problem of our rural economy but it may be mentioned that much remains to 
be done. -

(b) (i) As ancillary to agriculture, the small scale and cottage industries will 
give work to our agriculturist during the off seasons which results from the seasonal 
eharactcr of agricultural opemtions ... 

I·' 
(ii) In our opinion, such industries should be developed as complementary to 

large-scale industries. 

Que,qtion 8.-Do yozt think small-scale anrl cottaye industries, have a significant role to 
play in the economic decelopment of our country (a) uniler present rir
C1W18tances and (h) in the long run? 

Ans•cer.-Yes. Evenin highly iwlnshialiserl countrieR like .Taran and Germany 
surh industries play an important role in the economic life. Under the -peculiar 
economic conditions of India. smal1-<>cale and cottage industries will in our opinion 
have si_gnificant role to play both under the present circumstances as well as in the 
long run. 

SECTION "A" (ii). 

Que,,fion 9.-Jlease enumerate the small-srale and rottage inchtsfries which. '!JOU wovld 
like to de1:•lop :-

(a) us su1,sidiary to agriculture; 

(b) a~ s11pplemc1daty to large-sc'lle industries; 
(c) as other independo.t units of p;odurtion. 

Ans1cer.-(a) Some of the cottage-indu'ltries which may be developed ns suhsi
.. iary to agriculture are as under:-

(1) Seri-culture, (2) dairy farmin)!, (3) leather works, (4) Pottery, (5) cane and 
bamboo work and (6) forest industry. 

(b) As supplementary to large-scale industries :-

(1) foundaries and repair shops, (2) bobbins lllanufacture, (3) Pick~rR, (4) 
Tape making etc. 
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(c) As independent units of production we suggest;; (1) industries relating to Fine 
Arts, (2) Lace work and Embroidery, (3) Gold and silver thread making (4) Metal 
industries and cutlery, (5} Cosmetics, (6) Tiles, etc. ' 

Que.~fion 10.-TVl!iclt cottage indttYtries ?fOU co.1.sider speci,dly suited for fXpf)rt purposes? 

Answer.-Those cottage industries which supply the need'! of people of artistic 
taste and which are peculiarly suited to be worked on small-scale like (1) shawl in 
K ",shmir which have got interaational market (2) Lace and silk embroidery 
(3) Ivory and sandle-wood carvings, should receive special attention. 

Que.stion 11.-Do you consider that protection to large-scale industries has in any 'l.iYlY 

affected small-.<Jcale and cottage industries ? If so, please state how and 
to what extent they have been so affected. 

Answer.-ln our opinion protection to large-scale industries has not adversely 
affected the small-scale cottage industries in any way, but has assisted them on 
the other h<tnd. 

Qll~stion-12. What in your view are the main handicaps from which small scale and 
cottage industries suffer at present ? What steps would you recomme11d 
for the removal of these handicaps~particularly with regard to :-

(a) the supply of r(J)W materials, 

(b) supply of technical skill; 
(c) their technique of manufacture; 

(d) their structure and organisation; 

(e) supply of financ~; 

(f) marketing facility ; 

(g) any other form of assistance; and 

(h) possible competition with large-scale industries? 

A nswer.-(a) In our opinion,thero is no shortage of raw materials for such in 
dustries. But as far as possible such industries should be so organised 
th::tt the movement of raw materials from one area to anotheT is 
minimised. 

Question 

(b) The small-scale and cottage industries suffer from dearth of technical 
skill. The Gover11ment should und~rtake and encourage rvseareh 
tr.1ining for the purpose of efficient development of such industries. 

(c) & (d) The technique of manufaeture and the organisation of thest> in
dustries arc still in primitive condition. They should be d<>wlopt'd 
on modertl lin~s, as fc~,r as possible on co-opera,tive basis. 

(e) The Co-operative Banks and other local sources as well as the Prvvin
ci g.} GvverHment should. help such industries by gi .-ing loans. 

(f) It is bec3usc or the d~fective marketing organisation that sneh in
. d•1stries arc handicapped. The prJduct of th~'se industries should 

in our opinion be sold s) far as possible th.r .. mgh comumers' societit>s 
and multipurpose agricultur;sts' societies. 

(h) To avoid possible eompetition with Luge-scale industries, sueh i~dus
tries should he d~veloped on c0mplementary supplementP.ry basis. 

13.-TVhat stepB should be taken to ensure that the interests of small-scc~l~ 
and cottage industries are safe-guarded, when trade agreements 1nth 
foreign co·untries are negotiated ? 

Answer.-In our opinion, all such t.r.1de agreements should be examined by the 
Tude and Industrial Plannin!! Commission. 
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SECTIO:N B. 

Policy of dilicriminating protection and its application since 1923. 

Que.stion 14.-The Fiscal Commission appointed by the Government of India in 1921 
recommended " that discrimination should be exercised in the selection 
of industries for protection, and in the degree of protection a.fforded, so 
as to make the inevitable burden on the community as light as is consistent 
with the due development of industries." On the strength of this basic 
principle the Commission decided that an industry seeking protection or 
assistance should satisfy the three conditions enumerated in paragraph 
1 of the note. Besides tariff protection the Commission recommended 
also cert'Lin non-fiscal measures. Are you satisfied that the policy re
commended by the Commission was fully implemented between 1923-
1939 ? If not~., please enumerate the.main deviations from the policy. 

A.Mwer.-The basic policy of protection was '<liscrixcination. The Fiscal Com
mission has laid down th.rae conditions which the industries had to satisfy for selec- · 
tion. The Tariff Board very rigidly adhered to these conditions. This formula 
haussed the applicant industries with its unnecessarily r<lstrictive provisions and 
cr<lated bottle-necks and hurdles for them, unheard of in the histqry of the world's 
prvtectionism. The Ta.riff Board on two occasions, however, deviated £rom this 
policy, viz., (1) It recommendoo protection to the glass industry even though Soda. 
_\sh, an important ra.w material was not available in India. (2) They recommended 
bounties to superphosphate industry which had not come into existence. But 
the Commerce Department of the Government of India immediately stepped in 
and pointed out that these industries did not satisfy the conditions and therefore 
d~nied prvtection to them. In eff~ct, therefore, there was no deviation. The policy 
itself had m'l.ny shortcomings and it has therefore proved to be inadequate and in-
effective to help upid industrialization. -

As rcgarJ'I non-fiscal measures, a single instance will be enough, in our opinion 
~o show the n~gative policy adopted by the Government. The Tariff Board on 
Heavy Chemicals pointed out that a policy of reduction of Railway freight 
with a. view to the formation of a hrge scale chemical industry in India 
will be advantageous not merdy to the national interest but to the interest 
of the R'tilwa.y Companies. But the Government differed from the Board., con
sid"r<!d the suggestion as wrong in principle on the ground that 'uilway 
rc~tl's should be fixed purdy on the basis of commercial principles and not with a 
Yicw to subsidizing indua:ries.' 

Que.~t·ion 15.- Do you find any defecf.JJ in the working of this policy ? If so, please 
give details with suitab~e examples. 

Answer.-The wurking of the policy, from the point of view of the results 
.aehiPved is fJ.r from satisfacto1ry. The main d~fects among others are as follow& :-

(i) The pruceduro adopted was very cumbrous and dihtory. It took a 
long time to pass through the sifting process so elabora.tely arranged 
that the industries were in many c9.ses on their la.st legs before they 
received protection. 

(ii) The rigid application. of the triple formula was another handicap. 
(iii) The method of costing was quite unsatisfactory. In some cases, the 

Board had to make arbitr .. ry allowances, additbn'l and subtrc~.ctions 
in the computation of the figuras, in the othm" prices wera s) unsteady 
and fluctuating owing to their manipulations by the foreign industrial 
combinations that scarcely any value can be attached to the quot8tions 
as rdiable criteria for the measure of protection roquired. · 
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(iv) The Com~erce Department of the Government had its preconceived 
ideas on many of the occasions, and sat on judgment upon the re· 
ports which were presented by the Tariff Board afte)r laborious and · 
searching inquiries and mod.ifiecl. their recQmmendations in II cases-. 
and rejected racommendations in 6 cases. 

(v) The Fiscal Commission had recommended institution of a permanent 
Board. The practice of the Government had been to appoint a 
separate Tariff Board for each inquiry which certainly was not the· 
intention of the Fiscal Commission. 

If there has been any development of industries at all, it cannot be said to have
taken place b'ecause of the Fiscal policy but mainly inspite of it. 

Question 16.-.Do you agree with the specific conditions laid down by the Cpmmission 
that normally protection should be accorded to an industry only if the 
conditions referred to in Question 14 are satisfied ? 

Answer.-In our view, the conditions prescribed by the Commission were not 
only unduly stringent but were on the whole irrrelevant, mutually inconsistent 
and generally unworkable. Thus the first condition which emph:>,dzed the exi,t
ence of n:'l.tural advantages, simply indicated the factors to be looked for in judging: 
the ultimate ability of the industry to stand on its own legs. If the indmtry pos
sesses all the 'n:1tural advantages' it will not need protection, and will thus fail 
to sPtisfy the second cordition, that it is not likely to develop at all without the help 
of protection . Thus the second condition was inconsistent with the first. As 
regards third condition, it is really unworkable in view of the fact that it is very 
difficult to forecast the circumstances affecting the industry over a pexiod of years 
and the probable variations during these periods in the level of import prices. 
That pa.rt of the Tariff Board' s work w?s more or les:. !<peculative bast:d on ima.gin
ary forecast which in m<tny ca.ses proved false. Thus the tiiple formula wn.s mis
leading in nature and had done more h.?,r..n than good to the Indian industries. 

Question 17.-Do yo'u consider that the •' supplementary measures " for protection of 
and assistance to, industries as recommPnded by the Commission in 
Chapter Vlll of {fo,eir Report were adequate and 1cell conceived? 

Answer.-The supplementary measures for protection of, and assistance to 
industries as recommen~d tiy the Commission in Chapter VIII of their Report 
would have been of assistance to them but since they were not implemented. whole
heartedly by the Government of Ind.ia, we are unable to say what are its effectf'. 
Question 18.-In a Resolulion passed in the Central Leg·islative AssembTy on the 16th 

February 192.1, the principle of discriminating protecti<Jn u·as accepte~ 
as the basis of Government ploicy subject to the following general quali
fications :-

(a) that the principle should be applied with due regard to the u·ell being of 
the community and the to the safeguards mentioned in Question 14. 

(b) that in the application of this principle, regard must be had to the financial 
needs of the country and to the then dependence of the Go'!lernment of 
India on import, export and excise duties for a large part of tts revenue. 

To what extent , if any, do you think these qualiJications effected the working _of 
the policy of discriminating protection between the years 192.3 and 19.39? Please gu·t 
y01tr comments, if possible separctely, for the following sub period.i : 

(i) 1923-29. 
(ii) 1930-34. 
(iii) 1935-39. 

Answer.-The qualifications laid down by the Govern~ent of ~dia ~·ere in 
our opinion, not only mutually inconsistent but were also mcompatible with the 
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one of the conditions for protection laid down by the Fiscal Commission. Thia 
has clearly been borne out by the working of the policy of Discriminating protec
tion. 

It may be mentioned that during 1923-39 customs formed between 55 to 70 
per cent of the total tax revenue of the Government. This dependence of the Gov
ernment of India on import, export and excise d~ies as a source of revenue had 
considerable influence on the tariff policy and the development of industries. It 
has no doubt a positive as well as a negative aspect but on the whole this has proved 
to be injurious to the national interests to illustrate in some cases like sugar and 
matches revenue duties afforded protection and the industries could develop under 
their shelter. But due to increased production of these commodities, there was 
a substantial decrease in revenue. The Government therefore decided to impose 
excise duties to make up the loss. The policy which was not at all justi'fied in pr.in
ciple added to cost of production (Matches, Sugar, lro!l-steel) and increased the bur
den on consumers. 

Besides it may be mentioned that due to catastr~phic fall in prices as a result 
of dcprcssion as well as policy of intensive nationalism followed by the foreign count
ries, the value of imports fell \'onsiderably after 1929. This naturally meant a. loss 
of custom revenue. The Government therefore increased the field of revenue 
duties, and levied import duties on raw"eotton , Machinery ]\fill-stores and dyes. 
This naturally added to the cost of production and the Government had therefore, 
to grant increased protection. 

The main developments during the respective preriods are briefly as under :-

19:!3-29 : (1) There were no substantial changes in Tariff. 
It was an era of maiJ:)y revenue duties. 

1930-34 : (:?) During this pE:>riod t.here was expansion in field and increase of 
revenue duties. 

J9.H-39 : (3) The Government resorted to excise duties as a source of revenue
during this period to compensate the loss which resulted as a resul~ 
of the policy of discriminating protection. · 

Que,qtion 19.-The charges set out in paragraph 4 of the note were made in the principle 
of discriminating protection in 194/5 when the interim Tariff Board was 
esta~lished. TV7!at are your view.g on these deviations from the original' 
policy as laid down in the Indian Fiscal Commission Repart 1 

Answer.-The changes no doubt mark some improvement in the approach to 
the problem but in our opinion, the terms of reference to the Tariff Board of 1945· 
gave a restricted scope and contained nothing which could offer any real guidance 
t~ !1 Tariff Board in selecting an Industry for protection. Under the first con
ditiOn, grant of protection to embryonic industries is denied while the conception 
of soundness of the industry referred therein is a very difficult concept to be pro
perly defined. As rcgards financial stability and efficient management, it may be 
atatcd that these are not the tests for adjudging the claims of industries to pro
tection, but assumptions on which the measure of protection should be estimated. 

The main co-?side~ation on which the eligibility of an industry for protection 
!hould be d~termme.d IS whether it is an industry of sufficient national importance 
from the pomt of vww of defence and security and maximum utilisation of human 
and natural resources. All other considerations must be subordinate. 
Qup.qtion 20.-Are you satisfied that this policy of 1945 is being fully implemented r 

If ~ot, '!!lease indicate where, in yo11r opinion, the defects in im-plemen
tatwn l!e. 

Anstl'er.-We believe that since the interim Tariff Board was appointed by 
the Government in November 1945 with the restricted scope, the work of the Board!. 
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'Wltil a year and a half ago, did not provide much ground for encouragement, because 
the Board has been prone to take restricted view of its functions. But after the dele
gation of further powers the Board itself has shown apppreciation of its functions at 
a time when it was practically the only sheet-anchor kft for our struggling industries. 
"The reports on motor-batteries, cycles and sericulture breathe a practical under-
standing of our industrial difficulties. 

It may, however, be pointed out that in considering the adequacy of protecti~n 
·undue importance should not be given to the size of the industry or to the 're
presentative ' cost. Thus after 1! years a case (textile machinery ) expressly re
ferred by the Commerce Department on an infant industry ground, was declared to 
be premature because the industry could not produce representative cost at the 
time of inquiry. In case the size of the industry is small it should be helped by 
way of subsidies, but in no case should be left at the mercy of foreign competi
.tors. 

SECTION c. 
Review of the effects of past tariffs Policy. 

!Question 21.-Would you attempt a broad analysis of the effects of the actual policy 
· pursued by the Government of the day on the growth and development 

of our major industries under the follmcing heads .-

(a) Capital invested in the industry (paid up) 

(b) Rated capacity. 

(c) Output. 
(d) Employment of labour (Technical and non-technical). 

(e) Wage bill (Technical and non-technical). 

(f) Earnings of management. 
(g) Profits, earned and distributed, 

(h) Ex-works price and retail price ? 

{!uestion 22.-Would you make a detailed analysis on the above lines particularly i11 
respect of the following industries : 

(i) Ir~;t _a.nd ~Steel; (ii) Cotton Textiles; (iii) Sugar ; (iv) , Paper and (v) 
.1.11 atcnes? 

Please gire your anstcer for the follo!Cing periods : 
(a) at the time when the protection was given. 

(b) in 1938-39. 
(c) in 1948-49. 

Answers with special reference to cotton Textile lndustt•y. 

_..Jnswe1' 

(a) Capital invested in the Industry 
(Paid up) (in crores) 

(b) Rated capacity No. of l\Iills 
Spindles installed . 
Looms Installed . 

(c) Output 
Cloth woven in l\lillion yards . 
Yarn spun (Bales of 400 lbs.) in Lacs 

(d) Employment 

1932 1939 1948 

37·47 38•98 73•01 
339 389 408 

9,506,083 10,059,370 10,265,841 
186,341 202,464 197,469 

2,990 
24·16 

1929-30 
614,039 

4,269 
32·58 

(1947) 
3,890 
33•45 

June 1949 
583,8i3 743,441 
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Qu~stion.-23 (a) Please indicate the significant features, if any, in the structure aml· 
organisation of the protecJ.ed 'lnd a.<!~isted indW!tries with respect to-

(i) the size of the units; 
(ii) their location; 

(iii) the devel<Jpment of combination..~, horizontal or vertical; 
(iv) the developments of ancillary industries ; and 
(v) any other aspect that you may consider it necessary to mention. 

(b) Do you think that the form or manner in which protection or assistanc;e· 
has been gi1:en to these industries has had anything to do with these 
features? Which of these features are in the interests of our economy
and which are undesirable? 

Que8tion 2.J.-If you consider that the undesirable features mentioned, if any, u·ere due 
to any defects or deficiencies in the control exercised by Government 
over the protected or assisted industries, please point out such defects or 

~ 
deficiencies. · 

Ansu·er.-The number of units in the Bombay Province which enjoys the 
prominent position in the cotton textile industry has remained more or less same 
after 1!)32. On the other hand, number of mills in the States as well as the 
Provinces of J\Jadras, U.P., Bengal and C.P. has increased during the inter-war 
~ri~. ' 

During the pre-war years some industries supplying mill gin stores and 
chemicals were established and under the shelter ofthe closed markets during the 
war, a number of ancillary industries have developed. Important among them 
are as undcr:-manufacture of bobbins, starch, roller skins, pic'kers, craft parers, 
textile machinery and tools, spare parts, etc. 

I .• 

(b) The protection granted to cotton textile industry has no doubt helped the 
industry to maintain its present position because the protective measures were to 
a large extent of safeguarding nature. But it is difficult to assess the exact part 
plaJcd by the protecth·e measures in view of the other factors that have assisted 
the industry. . · 
Que8tion 25.-To what extent has the protection or assistance afforded to an industry,-

resulted in-
(i) its progressire mechanisation; 

(ii) the introduction of new economies and other technical improvements; and· 
(iii) the optimum utilisation of indigenous raw material an~ bye-products? 
Please illustrate with examples drawn from your knowledge or experience. 

Answer.-Duringt the last quarter century, variouu tochnical improvements 
have taken place in Western Countries in the cotton textile industry and Indian 
mills have in many cases adopted these new methods which have resulted in pro-. 
gressivo mechanization and in introduction of new economies. Thus Dhobi bleach
ing and hand dyeing have been replaced by machinery. High draft system in ring 
spinning, self-stripping apparatus in cards, high speed wraping and winding 
machines, have been installed. \Vith these improvements, quality of Indian pro
duct has improved a great deal. 

The quality of the Indian product has improved and the consumption of long
~tap!e foreign cotton has increased. The development of ancillary industries has 
resulted in greater utilization of the available raw materials but still there is con
eiderable scope for development of other ancillary industries. 
Question 26.-Has the protection or assistance received by our industries induced any· 

substantial increase in tlte supply of-
(a) technical personnel required by the industries,; 
(b) skilled labour; 
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(c) semi-skilled labour; 

(d)a-stabilized industrial labour force? 

Answer.-(a) The supply of technical perflonnP.l has increased to a certain 
-extent. 

(b) Yes. 
(c) Yes. 
(rl) Doubtful. 

Qu~stion 27 .-To what extent, 1j any, has industrial research been initiated and fostered 
by the protected and assisted industries? 

Answer.-The Textile mills in Ahmedabad have contributed Rs. 48 lacs and 
have ~n ~a-operation with the Government, established a Textile Industry's Research 
AssociatiOn to carry on research work on modern lines. 

Question 28.-Do you w~ider that the revenue tariffs imposed in the past have had 
any appreciable effect on the growth and development of our industrie.! 
~nd on the course. of o~r export and import trade? If so, would you 
tllustrate your findmg wtth some examples drawn from the trade or indus
try of which you have knowl"dge or experience? 

Answer.-Revenue tariffs have indirectly helped the growth of industries like 
.sugar, match etc. . 

Question 29.-(a) What were the broad effects of the tariff policy pursued by Government 
between 1923 and 1939 on the volume, character and geographical dis
tribution of our (i) import, and (ii) export trade? 

{b) To what extent was the relative importance of our domestic and foreign 
trade affected by this Policy during this period? 

Answer.-It may be mentioned at the outset that many forces of great significance 
have influenced the course of foreign trade during the period under consideration 
Thus, depression, currency fluctuations and economic nationalism have all been 
operative. With the. small proportion and with a low level of protective duties 
and the small degree of positiveness, the effect of Fiscal Policy is comparatively 
small and in the medley of forces referred to above, it is difficult to di»tinguish the 
effects of protection on volume of trade. 

At the same time protection has certainly affected the character of our foreign 
. trade. Many of the protected commodities figure less in the import trade while 
the growth of industrialists with the accompanying rise in the standard of living 
of the industrial classes has encouraged the imports of luxury goods. On the export 
side, there were few outstanding changes in the character of the forei~n trade. 

(b) Importance of our domestic trade has increased with the growth of indi
genous industries. 

Question 30.-Do you think that the development of any of the protected indi.lstries u·a.-; 
hampered by the policies pursued or the measures adopted by Gorernment 
with rfgarcl to matters other than protection? Please gite eJ·flmplfs. 

Answer.-Yes. The Tariff Board of 19:32 recommended protection to the 
Cotton Textile Indm•try when its cla,im was owrdue. But this grant of rrotection 
was followed by Imperial preferences. Ottawa Agreement and Indo-British Agree
ment which nullified the effects of protection as regards the goods from United 
Kingdom. The duties on import~ cotton, dyes, machinery and stores had also 
adverse effect on the growth of the mdustry. 
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SECTION D 

FACTORS IN THE FORMULATION OF A NEW FISCAL POLICY 

'Question 31.-What in your assessment is the relative importance of the main changea 
in the pattern of our foreign trade which have ta_ken place in the periods:-

·(a) 1939-45 
(b) 1946-49'1 

Answer.-(a) 1939-45: This was a period of war. The important manufacturing 
and exporting countries were involved in it. As a consequence, imports substantially 
declined. There was also shipping shortage and Government had to regulate imports 
and restrict the same to Defence and essential requirements. During this period, 
there was demand of manufactured goods from India from the neighbouring 
countries which could not obtain the same from abroad. · 

Under the stress of these circumstances, there was substantial decrease in the 
imports of foodgrain as well as in the manufactured articles, and the export of these 
items showed increase. The increase in exports of manufactured articles was signi
ficant because it was due to a certain extent to the increased industrial activity. 
In the war-time the country exrorted more than it imported, with the result that 
()Ut of the export earnings considerable sterling balances were built up. 

(b) 1946-49 : During this period, India has sufferEd from the c.eficit of food 
:and food impor~s have increased to an alarming extent. As a result of partition, 
Nw-jute and cotton have become important items of imports. The value of imports 
of machinery has increased prugressively which amounted to Rs. 32 ·75 crures in 
1946-47, to 80·87 crorcs in 1948-49. With the rdaxation of import control, the 
imports of luxury goods have goM up, bu~ on the whole our export earnings on the 
pr.~scnt scale are not sufficient to pay for our necessary imports. It has therefore 
become imper<Ltive to step up our exports. 

Question 32.-Would you briefly analyse the effects of the (a) legislative and (b) adminis
trative measures relating to the control and regulation of our foreign trade 
which Government haJve had to adopt during these periods on-

(a) our import and export trade and 
(b) the gr?wth and development of our industries? 

Anszcer.-During the second world war, the Government had to place various 
restrictions on the import and export trade. This gave an impetus to the growth 
of ancillary and medium size industries but the absence of key and heavy industries 
was. acutely felt. On account of our strategic position, we were able to capture 
foretgn markets for some of our manufactured goods as there was no competition 
from industrialised countries. 

During the post-war years on account of various reasons, almost all the countries 
have to coptrol foreign tra.de. The problem of foreign exchange has assumed un
pracedcnted impor~ance. In our opinion, the Government of India has failed to 
follow a co-ordinated and consistent policy during this crucial period. The rroblem 
of promotion of export tra.de has received pruper attention only racently when the 
adverse balance of t ade has reached abnormal level. As regards import trade 
control, in our opinion, the chief dra.wbaeks of the policy and the manner in which 
it has bEen implemented have been that it has resulted in (1) BlockiP.~ of mom·y 
and foreign exchange and thus tightening of the country's finances, (2) Frittering 
away of valuable fordgn exchange, and (3) AffectinO' some of the indigenous 
industties adversely. 

0 

Question .13.-To what extent have these changes plfected the fundamental premises 
on which the recommendations of the Indian Fiscal Commission 1921-22 
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were based? Please illustrate your reply, with exa:mples drau·tt from 
the trade or industries with which you may be concerned or, ah(mt u•hich 
you may possess adequate knowledge. 

Answer.-The fundamental premise on which the recommendations of the 
Indian Fiscal Commission 1921-22 wtre based was that the indus,riaJ deH-lupment 
was not possible without stimulous of protective duties. During the period of wa.r, 
a number of industries developed without the aid of protection. But this protec
tion lacks the assurance of permanence and fails to give the sense of security which 
arises from the deliberate adoption of the policy of J•rotection, and this is what ha>< 
happened in the post-war years. A number of industries have approached. thP 
Government for grant of protection and in our opinion, without necess<.ry assistance 
by way of protection, it may be difficult for these industries to staml. again,.:t tlw 
foreign competition. 

Question .34.-In the light of your analysis and appreciation what is the relatit•e impor
tance you would attach under present day conditions to governmenta 
measures for the promotion of our trade and industry u·hich lllf/Y bf 
broadly classified under the .following heade-

(a) Fiscal measures; 

(b) Non-fiscal measures? 

Answer.-Both the Fiscal as well as the Non-Fiscal me<Lsures ;;•,re useful <tn(l 
necessary hut bctwet'n the two, in our opinion, fisc<tl nic~osurcs ;_r~ m•1r0 important. 
and effective as direct and immediate measures of as:;iskmce .. Tlte Xon-fi:;cal 
measures which woulJ. indirectly help inJ.ustrialization in the long ran, ,.:Jtnuld ah:o 
J.eserve due attention. 
Question .;5.-TVould you indicate the extent to which an appro-priate tariff policy can 

further our foreign t·rade an4 assist in the development of our industries? 

Answer.-ln our opinion, an appro1,riate tr.riff policy c~n further our f0n·ign 
trade and assi:::t in the development of our industries to an apprecia.ble extent. 

Question 36.-TVhat, in your judgment, should be the objectives of tariff policy in th~ 
short period? 

Answer.-In our opinion in the short pHioJ, the objective of the tariff pulicy 
should be the mainten'l.nce of maximum employment oflabour ancl naturd resource:; 
by grant of effective protection to industries. 

Question .37.-The minority report of the Indian Fiscal Commission 1921-2:! txpm>s£d 
the view "that there should be an unqualified prono1mcement that th1 
fiscal policy best suited for India is protection". Do yQu agree with this! 

Answer.-Yes. 
Question .)8.-lf so, what principles and conditions would you lay doJ.~.:·n for regulatilt!J 

the grant of protection or assistance? 
Answer.-In our opinion the only guiding factc•r in this reghrd :::hould l:.t· 

whether it is an inLlllstry of importance in view of national defence, security or signi
ficant in view of the employment of labour and utilization of the indigenous raw 
materials. 
Question J9.-TVould you, in the application of the formula or principles, if any, Uf' 

in the Administration of the policy in general, like special consideratiou 
or priority to be given to any partiwlar ch•.;ses of ind.ustry? If so. pleasf 
name the classes. 

Answer.-Yes. 
(i) Existing industries; (ii) Industries important from the view point of defeme 

a.nd security, (iii) Key and heavy industries; (iv) Industries of economic importame 
utilizing indigenous raw materials and adding to the employment. 
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Question ·10.-Do you agree with the view that the grant of protection should not be 
confined to infant industries, but should be considered, if necessary even 
before an industry is established or when propos~ls for its _establishment 
are under consideration? 

Answer.-Yes. 

Question 41.-(a) Please indicate your views on the various alternative methods of 
protection, e.g.-

(i) protective import duty ; 
(ii) bounty or subsidy ; 
(iii) system of pool prices, e.g., the alluminium price pool which was in force 

till recently ; 
(iv) quantitative restriction of imports based on a guaranteed market for at 

least a percentage of domestic production. (when such quantitative restric
tions can be imposed without conflict with pre-existing agreements or 
commitments)? . 

(b} which of these methods should be the normal method? 
(c) Would you like the appropriate method to be detet·mined in each case on 

it-9 merits? If so, what are the conditions you would like to bear in mind 
irl selecting the method of protection? · 

Answer (a) and (b).-The normal method in our opinion should be imposition of 
protective import duty. In case of key and capital goods industries, bounties would 
be an appropriate form of protection. 

(c) Yes. The appropriate method should be determined in each case on its 
merits. 

Question 42.--What should be the Government's policy and procedure where the 
situation calls for only safeguarding or anti-dumping measures, as dis
tinct from subst'lntive protection, whether for small scale or large scale 
industrie-~? 

Answer.-\Ve suggest that there should be a clear cut division of the Fiscal 
Law in two parts and that the anti-dumping legislation should be Eep&rated from 
the specific question of substantive protection. In such cases, immediate action 
should be taken straight-way under the orders of the Chairmrm of the Trade and 
Industrial Planning Commission so that the Industry may-get necessary assistance 
before any harm is caused. An inquiry if necessary may be taken up later on. 

Question 43.-(a) What place would you assign to export duties in the tariff system in 
the future? · 

(b) Would you alivocate export control (by duties or otherwise) for the purpose$ 
of-

(i) safeguarding the domestic consumer against critical shorktges . 
(ii) conserving domestic supplies of raw materials for utilization by domestic 

inliustries? 

Answer.-Export duties- may be levied for the purposes mentioned in (b) (i) 
and (ii) as well as in the cases where India has monopoly. 

Question 44.-What fiscal measures, if any, would you recommend to enable an 
established industry to maintain its ewports? 

Answer.-One of the main h':!.ndica.ps to our export trade to-day is the price 
factor because prices of some of our main exportable commodities aro out of Inter
national pa.rity. In our opinion, such fiscal measures should be adopted which will 
lower the cost of production. This can be done :t>Y abolishing the import duties on 
18M. of Uom. 
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raw materials used by the industries. Reduction in Internal transport rates frc·m 
the interior to th;e Ports will also be helpful. Sales-tax should not be imposed on 
articles of exports. 

I~ addition, measures ":hich would p~p~aris~ our products in the foreign 
countries by means of advertisements, exhibitions and propaganda carried out by 
the Trade Commissioner who may also supply the information regarding the trends 
of the market, the tastes and requirements of the people, will be also helpful to the 
manufacturers. 

Question 45.-Have '!f..O'u any comments on the method by which the Tariff Board at 
present}Pxes the quantum of protection (the method of comparing the fair 
selling price of the domestic product with the landed cost of the imported 
product)? · 

Answer.-In our opinion the method is not sLtisfa.ctory. It is very difficult to 
obtain the correct data regarding prices from the foreign concerns. The experiences 
of the inter-war periods have shown us that the theory of comparative costs no 
longer holds the field in these matters. 

As regards internal prices, the question may arise whether a specific item should 
t>e considered in the cost data. Thus the industries will have to undergo heavy ex
penses for the purpose of housing. The tariff Board may not take the.xpenditures 
in calculating the price. Thus there may be unsurmountable difficulties. 

We suggest that the quantum of protection should be decided by consideration 
of reasonable profit which would keep the marginal unit of production in work. 

Question 46.-Would you recommend variations in duties to meet variations in import 
~oits? 

A nswer.-Yes. 

Question 47.-Where protection is to be given by tariffs, what are the considerations 
. which you think should govern the ehoice between the various alternative 

forms of duty such as specific, ad valorum, compound etc.1 

Answer.-ln our view the alternative form of duties should be applied with 
due consideration of the peculiarities of the product. 

Question 48.-What do you think of the utility and practicability of tariff quota~? 

Ans'wer.-'\Ve believe that tariff quotas as effective measure of protection, has 
not much practical value because by under-selling the foreign concerns may cauEe 
injury to the indigenous industries. 

Question 49.-Would you like a minimum or a maximum duration to be laid dou'nfor 
protective measures? 

Answer.-In our opinion a definite period of protection should be laid down 
by the Commission in each individual case which should be re-examined at the end 
of such period if deemed necessary. 

Question 51.-Having regard to:-
(a} the future structure of our foreign trade; 
(b) the anticipations relating to the course of international trade (under

lying the Havana Charter on Trade and Employment) ; and 
(c) the broad lines of our Industrial policy as laid down in the statement oj 

the 6tl~ April 1948, 
would you attempt a formulation of the objectives of our long~term fiscal 

policy? 
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A nswer.-In our opinion, some of the important objectives of our fiscal policy 
sh IUH be:-

(1) National self-sufficiency in all possible spheres of life by protecting 
industries of r.ational importance. 

(2) MeasGies should l;e adopted which will increase our bargaining power 
in the international trade. 

(3) Co-ordir.ated development of large scale, small-scale and cottage 
industries should be encouraged. 

(4) Effective measures should be taken to encourage our export trade. 

Question 52.-ln order to facilitate the objectit•es of our fiscal policy, do you think it 
would be necessary for Government or quasi-Government institutions to 
participate in foreign trade, (a.) in the short period and (b) in the long 
run? 

Answer.-No. 

Qu€3tion 53.-lf your answer to the a,bove question is in the affirmative, what form of 
Government or quasi-Government organisation would yau recommend? 
What would be the limits to their activities, and what conditions, if any, 
would you impose on their functions? 

Answer.-The question does not arise. 

SECTJON E 

Non-fiscal measures for the promotion of Trade and Industry 
• • 

Question 54.-The Indian Fiscal•.Commission of 1921-22 suggested several "supple-
mentary measures" as an aid to the tariff policy which they had rfcom
mended. Would you enumerate the non-fiscal measures that Government 
should now adopt in furtherance of any approved fiscal policy both (a) in 
the short period and (b) in the long :veriod? 

Answer.-The Tariff policy may not be adequate to achieve full employment of 
productive and labour resources of the country, and hence supplementary measures 
would be necessary as an aid to tariff policy and we suggest the following for the 
consideration of the Commission:-

(!) Technical tducation.-The present education system needs a thorough 
overhaul. Technical institutions of all g~ades should be started 
all over the country. 

(2) Proper and co-ordinated development of transport accompanied by 
a rationalised freight structure. 

(3) Efficient marketing organisation in all the parts of the country. 
(4) Sound and extensive banking facility in all parts of the country. 
(5) Efficient system of commercial and industrial intelligence. 

Question 55-ln particular, have you any special suggestion to make as to how 
Government could facilitate-

( a) the SUJ-ply of essential industrial raw materials, where these are not readily 
at•ailable in the country; 

(b) the supply of essential plant and machinery; 
(c) the sur-ply of cheap fuel or power; 
(d) the provision of cheap, adequate and quick transport both f()r the move

ment of raw and semi-processed materials and their finished products, 
made available under a Scheme or ratibnalized freight-structure ; 
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(e) the supply of technical personnel of different grades; 

(f) the supply of technical informationa bout industrial methods and processea ; 
(g) the supply of industrial finance, both for use as block and as working 

capital? , 

Answers (a) and (b).-As regards supply of essential industrial raw materials • 
plants and machinery, Government should give priority to their imports over other 
non-essential luxury goods. As a long term policy, production of such thinas in 
India should be actively encouraged. These items should be placed under Open 
General licence and no duties should be levied on them. 

(c) Cheap fuel and power will help to reduce the cost of production. As such, 
we suggest that the Government should take immediate steps to develop hydro
electric and thermal energy grids at suitable places. 

(d) There is still much scope for improvement in transport situation. W& 
are of the opinion that the improvement and rapid development of railways and 
construction of roads will be of great help to the trade and industry. The freight 
structure of the railway system should be revised on a rationalised basis. 

(e) Tho Government can help the Industry by establishing technical schools, 
colleges and Research Institutions. 

(f) Supply of technical information regarding industrial matters and processes 
will be of great help to the industrialists as well as the .workers, and same should be 
furnished by means ·or exhibitions, cinemas, lectures and such other ways. 

(g) The Government has established the Industrial Finance Corporation. It 
will now enable the industries whether well established or newly established to obtain 
financial assistance~ We are of the opinion that a single institution will not ba able 
to cater the full needs of the whole country. We suggest that similar institutions 
on provincial basis should also be established. 

Question 56.-How and to what extent could the trade and industry co-operate with 
· Government in the provision ojB'Uch facilities? 

Question 57 .-Do you think any special types of organisation would be necessary 
, (a) to secure this co-operation betu:een industry and trade and (b) to provide 
for the orderly supply of the facilities enumerated in Q. 55 or for the B'U:FJly 
of such other facilitifs as may be considered necessary? 

Answer.-A Committee of the Trade and Industrial Planning Commission con
stituted on the lines of the present Central Advisory Council for Industries mt.il. 
representatives of different industries \"\-ill, we hope, serve the purpose. 

SECTION F 

Fiscal policy in relation to Commonwealth Preferences 

Question 58.-What are your general views on the subject of imperial pteference-
. particularly in the light of the 1-rinciples underlying the General Agreement 

on Tariffs and Trade and the Havana Charter on world Trade and 
Employment? 

Answer.-We do not favour continuation of Imperial Preferences as such but 
would however prefer trade agreements on bilateral basis with any country includ
ing countries of commonwealth on a reciprocal and mutually advantageous basis. 
Question 59.-The Indian F~scal Commission of 1921-22 reco'!'lme~de? that,_ if t~e 

policy of lmper~al Preference u-as adopted on the lmes mdtcated m thetr 
Rq,ort, its apflication should be wcerned by the follcu·ing :J:rinci:fles:-

(a) that no preference 8kould be granted on anv article without the approval 
of the Legislature; 
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(L) that no preference git•en in 'any way should diminish the protection 
refiuired by Indian indu-stries; 

(c) that preference should not involve on balance any appreciable economic 
loss to India. 

On the assumption that the Scheme of Imperial Preference is continued, would 
you con.sider the ahm.:e Frincz);U>.s adequate? If 1wt, would you formulate 
a comprehen-sive set of Frinciples tlult may be applicable to the circum
stance.g of the pre.sent? 

A n.swer.-In our opinion the principles are adequate. 
Question 60.-JJ" ould you make a broad analysis of the effect.s of the preferences granted 

and receit•ed by India and U.K. respectively under the Indo-Briti.sh 
Trade Agreement of 1939, as modified by the provision.s of the General 
Agreement on Tariffs and Trade u~r the following head.s; 

(a) Expansion of trade; (b) Cu.stoms revenues; (c) Price levels- of preferred 
commodities? 

Question 61.-Please attempt a simiuir analysis in respect of the trade between India 
on the one hand and the other Commonwealth countries and the British 
coumies on the other. 

Question 62.-In ·what direction and to what extent do you think the preferences on 
import.s into India have affected the burden on the Indian con.sumer1 
Could you attempt a .quantitative assessment with reference to some 
major z;rcferred imports? 

Question 63.-Is it possible to make a similar estimate of the extent to which our exports 
hat•e expanded a.s a r,.esult of the preferences receivetl f>y us in the U.K., 
tl1e Dominion-s and '(he other Briti.sh Territories? 

Answer.-In view of the disturbed condition of trade during the War period 
and thereafter it is not possible to assess the effects of the preferences received by 
us in the U.K., the Dominions and the other British territories. 

Question 64.-Apart from the economic adtlantages that may be derived from these 
- mutual preferences, do you think that they confer any bargaining strength 

on India vis-a-vis (a) the United Kindgdom and other c.ommonwealth 
countries and (b) non-commonwealth countries? If so, please illus
trate your an.swer with some examples . 

.A n.swer.-In our opinion, these preferences do not confer any bargaining strength 
on India. 
Qu£stion 65.-(i) In the light of your replies to the abGve question.s, would you formulate 

your views on the desirability of continuing the existing system of prefer
ences between. (a) India and the United Kingdom; (b) India and the other 
Dotninion.s, and (c) India and tht other British territories? 
(ii) if you are Mt in favour of continuing the existing system, what 

mJdificat.ion'l would you suggest? / 
An.swer.-In our opinion, 'our policy in this regard should be to have. trade 

relations on reciprocal and mutually advantageous basis with any country of the· 
World. The existing system of preferences between the countries mentioned above 
may not be continued unless they satisfy the conditions referred to in Question 59. 

SECTION G 
Treatment and obligation.s of protected and assisted ind~stries 

Question 66.-(a) Do you con.sider that indu.stries receiving protection or assistance 
from Got•ernment owe a S}ecial obligation to the rest of th~ community 
as regards tl1e manner in which they render their serviCP.s1 
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(b) If so, please state your views as to these obligation.~ under the following 
heads : 

(i) price policy and price· .structure; (ii) wages and conditions of labour; 
(iii) adoption of technological improvements; (iv) initiation of research 
in the technique of production and distribution; (v) training of apprentice6 
and Government scholars and stipendiaries; (vi) control over the distri· 
bution of the products of portected industries in certain contingencies. 

Answer.__:_The whole object of giving protection is to enable the industry to 
build itself on sound economic foundation and to enable it to stand foreign com
petition. During the period of protection, the community has to bear certain 
burden, and therefore in our opinion industry does owe an obligation to improve 
the quality, to lower the cost of production and increase the quantity of production 
within a reasonable period. 

(b) (i) Protected industries should maintain economic prices and endeavour 
to reduce the cost of production. 

(ii) In our opinion, reasonable wages should be paid to labour in protected 
industries taking into consideration (1) capacity of the industry to pay. (2) the 
cost of living in the locality (3) wages in similar occupation.q (4) productivity of 
labour, etc. 

(iii} and (iv} The adoption of technological improvement and initiation of 
research are measures which will be of benefit to the industry. The industry should 
encourage such measures. 

(v) The protected industries should train apprentices and scholars and stipen
diaries, if required by the Government. 

(vi) As regards" control over distribution, we are of emphatic opinion that the 
protected industries should not be placed on a different footing as compared with 
other industries. It may be added that the experience in the past of the controlled 
distribution ill very disheartening and so we do not favour repetition of such 
controls. 
Question 67.-(a) Is it necessary to stipulate that ?W protected or assisted industry 

should engage in any restrictive practice in respect of (i) production 
(ii) distribution or (iii) prices? 

(b) What general principles would you suggest to regulate the right of associa
tion or ccmbination of the different units in a protected or a.ssistetl 
ind7.istry? 

Answer.-(a) Yes. 
(b) The formation of association or combination should be encouraged so long 

as such an association is formed ·with a view to enforce better methods of production. 
and distribution of product, to attain large scale economies and for efficient market
ing. But in case such an association indulges in restrictive practices, the. 
Government should intervene. 

Question 68.-Would you lay down any conditions r€garding the financial structure 
of the Industries r~ceiting protecti~n? 

An.swer.-In our opinion, no such conditions are necessary. 
Questi~n 69.-(a) Are you satisfied with the present arrangements for the standard• • 

zation and ccntrol of the quality of i11dustrial products? In particular, 
do you think that any special arral!gements for the c<mtrol of quality of 
the :products of protected and assisted industries are necessary? 

(b) If so, would you impose this duty on the protected or assisted industries 
through such special organizations as they may set up with the approflal 
of Government or would you aet up any special institutions outside thest. 
ind11strita? 
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(c) What in your view should be the structure ana functions of such organi
sations or in.stitutions1 Should, they be professionally expert bodiis or 
be composed of representatit·es of diJI.erent interests concerned1 

Amwer.-We are in general agreement with the work done by the Indian 
Standards Institution a.nd are of the opinion that the Institute should work in 
close co-operation with the proposed Trade and Industrial Planning Commission. 
As regards standardization, we believe that as large number of varieties of cloth 
are produced to meet the demand of varying taste it will not be practicable to 
standardize the products of cotton textile industry. 

Question 70.-- Do you think that the obligations should be embodied in the relevant 
statutes dealing with protected or assisted industries or be left to be 
prescribed by the tariff-making machinery on an ad hoc basis, in each 
individual caRe of an industry seeking protection or assistance ! 

Answer.-It should be left to the tariff-making machinery to prescribe such 
machinery on an ad hoc basis, in each individual case. 

Question 71.-(a) Do you consider that any special administrative machinery is necessary 
to emure that these obligations of protected and assisted industries are. 
duly discharged? If so, what form of administratit~P. machinery would 
you suggest? 

Answer.-In our opinion, the function should be entrusted to a special wing 
of the tariff-making machinery. 

..~ECTION H 

Organisatio~, Methods and Proced'Ure 

Question 72.-In the light of your replies do ~ou consider that the exist~ng adminis
trative. organisations will be adequate to deal with the :froblems of imple
mentation t}.at may arise out of Goternment's acceptance t>f a compre
hen-sive policy as regards (i) fiscal measures and (ii) non-fiscal measures? 

Answer.-The problem of planned industrialisation will be of great impor
tance in the coming years and it will be necessary to co-ordinate the policies of 
the different Government Departments. It appears that the existing administra
tive organisations may not be adequate. It therefore appears that it will be 
necessary to reconstitute them. 

Question 13.-IJ not what organisational charges would you propose in the existing 
machinery or Goternment dealing with these subjEct~? 

Question 74.-(a) It has been suggested that it might be necessary to set up one com
prehensive organisation (partaking of the nature of a Trade ~nd Industrial 
Planning Commission) subdivided into suitable Branches to deal with 
the Planning and execution of various measures, relating to (i) tarifftt 
(ii) other fiscal measares, and (iii) non-fiscal meas1ires, etc. Do ycu. 
agree with this viEw? 

(b) If so, would you indicate the type or organisaticnal chart that you have 
in mind? 

Question 75.-(a) Alternatively, wo'llld you prefer a series of specialised organisationa
dealing with these particular subjects? 

(b) If so, how would you core late the functions of these administrative organi
sations? 
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Question 76.-.A s a further alternatin would you jawur only one Technical Organi
sation dealing with Tariffs, lwting the other subjects to be dealt with ly 
the different Ministries concerned more or less ir. the manner followtd 
at presmt? 

Answer.-In our opinion, one comprehensive organisation such as the Trade 
and Industrial Planning Commission constituted (pa1:ticulars as follows) would serve 
the purpose:-

The Commission may be sub-divided into suitable Branches dealing with 
protection, licensing of new Industries and such other problems. 

' The membership of the Commission may be confined to a small number, say 
12. The Chairman of the Commission and one-third members may be nominated 
by the President of the Indian Union, while the rest of the members may be appoint
ed by the President by and with the advice of the Parliament. The Commission 
should have powers to take up Advisors and Assessors for particular investigationt~. 
It may be aided by a permanent Secretary and adequate staff to maintain conti. 
nuous information and statistical data for investigation work. 

The Chairman of the Commission may be entrusted with the work of allocation 
and co-ordination of the duties among the members and he should function some
what like a Chief Justice of a High Court. 

Keeping in view the importance and magnitude of the work to be entrusted 
to the Commission, the terms, the status, emoluments and the period of appoint
ment of the members of the Commission should be placed on equal footing with the 
Judges of the Federal Court, so that the best men in the country may be appointed 
on it and it can be really independent of the executive. 

As regards protection, the cases of minor importance may be assigned to a 
single member who may dispose of the same like a Court of Summary Jurisdiction. 
In important cases the Chairman may entrust the- work to a Committee of three 
members. 

Question 77.-Whatet·er may be the structure of the Planning and co-ordi]l;ation 
machinery that you may fat·our, do you agree that a specialised organi
sation for tariff purposes is essential to the 1'mplementation of a scientific 
tariff policy? 

Answer.-We feel that'a specialised organisation for tariff purposes is essential 
tO the implementation of a scientific tariff policy. 

Question 78.-lf so, would you agree with the recommendations of the Indian Fiscal 
Commission of 1921-22 that the Tariff Board or thE Tariff Commission 
should be-

( a) a permanent body of high standing, 
(b) Consisting of members who are of high ability, integrity and impartiality 

-preferably with a knowledge of economics and a practical acquaintance 
with business affairs? 

(Paragraphs 302, 309--Cha-pter XVII). 
Have you got any other t;iews on the status and stT"'.tcture of an appro
priate Tariff Board or Commission? 

Answer.-(a) Yes. 
(b) Yes. 

For status and structure, refer answer to Question No. 76. 
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·Que''ion 79.-Wiwt in your tiew, are tlu> appropriate funution! of a Tariff Bo1•l r 
Do ?JOU agree with the recommendaticns of the Indi'ln Fiscal Commission 
of 1921- ?'! on this subject? (Paragraph 306, Chapter XVII). 

Answer.-In our view, function of the Commis'lion should not be limited to 
protection but should extend to other correlate.i m~asures as is done in the U.S.A . 

. and Australia. To elucidate, the following m1.y be the additiom.l function'! of a 
-Tariff Board:-

!. Administration of custom law as in U.S.A. and Australia. 
2. Incidence and effects of revenue duties upon the indu.;;trial structure 

. of the country. 
3. Schemes of bilateral agreement should be referred to the Tariff Board 

for opinion. · ' . 
4. It should make continuous study of data regarding trade, priced, pro

duction etc. of each protected industry. 

Question 80.-Do you consider that the existing functions cf the present Indian Tariff 
Board as laid down in Goternment cf India Resol1ttions of November 3, 
1915, November 26, 1947, and Augu8t 6, 1918 (summrzrised in the note 
to Section P) are adequau? If not, .what changes would you suggest? 

Answer.-In our opinion, the existing functions of the Tariff Board are to a 
large extent adequate. Some changes as discussed above should be m':tde when 
the Trade and Industry Planning Commission has been formed. 
·Question 81.-(a) Do you consider that the present structure and crganisation of the 

Tariff Board, are adequate? If not, what changes would you suggest1 
(b) If ni>t, what structur~ or organisational char.ges would you r-ropose? 

An8wer.-Piease refer to the answer to question 76. 

Question 82.-Do you think that the present pmcedure under which an Industry's 
fitness for protection is considered onl!f on applicaiion by thai industry 
is sound? If not, how would you Uke it to be modified? 

Answer.-In our opinion, the normal procedure should be that fitness for pro
tection may be considered on application by the industry. The President of the 
'Trade and Industry Planning Commission should also be given powers to initiate 
inquiries in deserving cases. 

Question 83.-bt any case, should the present procedure be modified so far as small 
and unorganised industries are concerned? If so, in what direction? 

Am·wer.-As regards small and unorganised industries, a single member of the 
'Tariff Board may hold summary inquiry on receiving' applications from a spaJifh:l 
number of manufacturers, or may be given powers to initiate such inquirie3 . 

.Question 84.-Where the procedure provides for an application for protection, should 
the application be addressed to Gor:trnment or to the Tariff Board? 

Answer.-The application for protection should be a.cldre>soj ~o the Trade and 
Industries Planning Commission. . . 

Qutstion 8-5.-JVhat modifications would you suggest in tht present prqcedure to make 
it more expedi#otts? . 

A nswer.-In our opinion, when the appli~ation for protection is· addressed to 
the Trade and Industry Planning Commission directly and it is empowered to 
investigate whether there is a prima facie case for protection, considerable time 
would be saved. The decision ·of the Board shoflld be communicated to the 
President of the Indian Union for approval. If the President disagrees/ the entire 
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question may be re-examined by another committee or the Commission whose 
decision should be final. If this procedure is adopted the work will be more expedi
tious. 

Question 86.-Have you any improvements to suggest· in the Tariff Board's present 
working methods (including the procedure for public hearings)? 

ArnlweY.-It may be mentioned that certain information to be submitted to 
the Tariff Board which, in the interest of the parties concerned, should not be <liB
closed should be kept secret and discussed in camera.. 

/ 

Question 87.-Do you consider that t"M Tariff Board's recommendations should 
normally be accepted by Government and implemented by it? 

Answer.-Yes. 

Question 88.-(a) Having regard to the nature of the duties and functions entrusted 
to the Tariff Board, do you consider that it should be placed on a 11latutory 
basis? 

(b) If so, should the statute lay down only the composition and functions of 
the Tariff Board or also i1tclude the general principles governing tariff 
policy, lhe general procedure to be followed in tariff enquiries and the 
manner of enforcement of the obligations cf protected or assisted 
industries? -

(c) To what extent would such statutory provision& militate against 
flexibility? How could the possible risk of rigidity in procedure and 
adminilltration implicit in statutory prmisicns, be either eliminated or 
reduced? 

An.m·~r.-(a} Yes. 

(b) The statute should lay down the com11osition, and functions 
of the Industrial Planning Commission as well as the general principLs 
governing tariff and the enquiries. 

(c) The provisions should be made broad enough to evade the 
possibility of rigidity. The Chairman may be given powers to make 
minor cl:.anges in the working of the Commission in consultation with the 
President of the Union. 

PART IT 

Fiscal Policy in relation to Havana Charter on Trade and Employment and the Gemra't 
Agreement on Tariffs and Trade. 

The Havana Charter on Trade and Employment which among other things aims 
at promotion and expansion of international trade by removing restrictions thereon 
was signed by- 53 nations jncluding India at Havana on March 24th 1948. The posi
tion at present is that the signatory countries may accept the Charter as a. whole or 
reject it and 110 amendments can be suggested at the present stage. It would thus: 
be observed that we have to assess the advantages and disadvantages of the Char
ter as a whole in deciding upon our course of action. 

It may be mentioned that, India is yet an under-developed country and still 
being in a formative state it is not possible to judge the nature and extent of state 
assistance required to develop our industries. The Charter has specific provisions. 
in these regards and it is therefore apprehended that the acceptance of the Chart.er 
may not permit the grant of necessary assistance to our industries-new and existing 
-in every case. Thus the disadvantages of the obligations under the I. T. 0. are 
dist·inct while advantages from freer trade are doubtful. It may also be added 
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that the development of industries and internal trade are more important to this·. 
country than foreign trade. In view of these facts my Committee are unable to· 
advocate ratification of the Charter and do not feel called upon to reply to the Ques
tions 89 to 98. 

As regards G. A. T. T. the Government spokesman has stated that the guiding· 
factors taken into consideration while granting tariff concessions were :-

(1) The concessions should not relate to products which were protected or in 
respect of which claims for protection were likely to be made during the next three· 
years, and 

(2) The concessions should not result in excessive loss of revenue. 

In this connection, Government may not have the information regarding tha 
possibility of an industry approaching for protection during the next three years
and they may grant concessions to other countriE"s which may have prejudicial effect· 
on such industries. We have therEfore to submit that before entering into new 
agreements the Government should ask for the opinion: .of the Chambers of Com
merce regarding the possible affects of such measures. 

As regards the tariff concessions already granted, it may be stated that economic· 
and political changes of vast magnitude have taken place thereafter. The pattern· 
of India's foreign trade is rapidly changing. As such, my committee are of opinion 
that the entire question of tariff concessions should be reviewed at the end of 1950 in 
the light of new circumstances. 

Memorandum on Present Problems of the Cotton Textile Industry 

A study of the commercial and economic history of India will renal the facs 
that the cotton textile industry of thq .country has flourished and develop'}d inspite· 
of considerable odds and bitter competition. The last World War had a beneficial 
influence on the industry enabling it to recover from the shocks of the depression that
preceded the war. The War period also provided some prosperity which engen
dered hopes for further progress but this war-time prosperity proved a temporary 
spell and the outlook has once again become gloomy~ At present the industry is. 
passing through a critical period and if immediate remedial measures are not adopted 
by the Government there is every possibility for further deterioration from which it· 
may prove difficult to retrieve the position. -

This background will enable the Commission to appraise and appreciate the· 
difficulties encountered by the industry. 

The first important problem is of the replacement and rehabilitation of the in-· 
dustry. The industry has considerably over-strained itself during war and the post
war period in its efforts to meet the defence requirements and to relieve the shortage · 
of cloth in the country. This has resulted in heavy wear and tear of the machinery· 
and plant. Its equipment is therefore in urgent need of replacement and renewals. 
Besides the industry has plans for expansion and modernisation. During recent· 
years in foreign countries, there has beon considerable progress in textile technology. 
In order therefore that the Indian industry should maintain its position in the world. 
competition,it must carry out the recent improvements in processing and manufacture
and produce cloth of a quality which would stand foreign competition. 

For these purposes, the requirements of the industry are two-fold ; 

(i) Adequate imports of essential and up to date machinery, and 

(ii) Adequate reserve funds to provide for replacement!~, 

First we shall deal with the question of funds required by the inclu~try for the· 
purpos~. Th~ total requirement of the industry can be ~timated at about 79 crores. 
As agamst t~Is, funds at present available to the Ahmedabad industry are about 7 
crores. It will be observed that these f1mds are far inadequate for the needs. These 
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'funds are built from depreciation and other reserves. Under the present law a1d 
practice depreciation allowed and written off by the industry works out at about 
4 per cent. of the block capital. This allowance has been recently liberalised by the 

·Government by certain concessions such as additiottal allowance for triple shift wor
king. But we doubt whether these concessions will assist the industry to accumula
te necessary reserves to meet the replacement cost and charges of renewals ·within a 
stipulated period. This is because there has been a phenomenal rise in the prices of 
machinery and plant ovt>r the pre-war levels. The Government of India have re
cognised that the difficulty is real and the concessions allowed by them were among 
the mflasures to enable the industry to meet the difficulty. The following passages 
from the Finance J\finiste'r's Budget Speech delivered on 28th FE>bruary 194:9 will 

!illustrate the point :-

"Replacement costs are also higher, and there have been complaints that the 
calculation of depreciation allowance for purposes of taxation 0:1 the or:,j. 
nal cost of the asset involves great hardship. It has been suggested that 
industries should be allowed to revalue their existing fixed assets at the 
present day prices so that future depreciation allowance may be given on 
the basis of the revaluation. The Government of India considered this 
problem in all its aspects last October and came to the conclusion that 
while the difficulty complained of was real the solution proposed was not 
practicable. It would give no assistance. to those who have immediately 
to replace their worn-out assets and there was no point in giving a 
concession to others who, at some future date, may not Le required to pay 
the high prices now prevailing. It was, however, realised that some 
relief should be givt>n to those who were prepared to renew and re-equip 
their capital assets immediately, in spite of the prevailing high costs. It 
was decided that for all new plant and machinery installed during the 
five years from the Jst April, 1948, depreciation allowance at double the 
ordinary rate will be allowed. It has also been decided th~t if by 1st 
April 1953 there is a drop in the general level of prices, the different 
between the written down value of the assets and the corresponding 
value at the reduced price will be allowed as an additional deprecia
tion allowance. For existing plant and machinery it has been decided 
to grant extra depreciation allowance for increased wear and tear if 
triple shifts are worked. I trust that these concessions will go a long 
way in meeting the complaints of industry in this matter. " 

The Indian Tariff Board in their Report on Cotton Yarn and Cloth Prices (1948) 
.bave also admitted and endorsed the view :-

" It is true that in periods of stable or falling prices as well as in times of slow 
technological changes, the cost of replacem~mt will, as a rule, be about the 
same as or less than the original cost of the block. In such cases the 
cost of replacement should be met out of the normal depreciation Fund. 
But in· times of rising prices replacement will involve a higher cost than 
the original value of the block. Likewise, during a period of rapid tech
nological changes, replacement cost will be higher, for at such a time re
placement is not merely the installing of an identical plant but involves 
" betterment " as well, that is the use of an improved and perhaps a 
bigger plant ...... While the normal depreciation fund should contribute 
towards writing down the original cost of the block, special reserves would 
be necessary to meet the higher cost of replac3m:Jnt du3 to infla
tionary prices and betterment of the plant. " 

In this context it is relevant to refer to practice prevailing in England. There the 
·British Government is contributing 20 per cent. towards capital cost of replacement 
-of machinery of the textile industry, as a measure of financial aid· to stimulate the 
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development of the industry besides allowing the depreciation on the existing plant; 
at its replacement value. 

It will be observed that it is essential for the industry to build up adequate dep· 
reciation funds and other reserves in order to meet the actual cost of replacP-ment· 
within the stipulated period. For this purpose, it is necessary that depreciation· 
should be allowed to be calculated at the full existing :c.eplacement value of the as
sets. 

Now, we shall exam;nr the question of imports of machinery and plant required' 
by the industry. Duri g the whole war a strict Import Control operated and imports 
of heavy plant and machinery were practically nil. Even after the War, import res
trictions have continued ; the result is that the import of textile machinery has been 
very small. Although considerable capital goods have been imported during the
year 1948, textile machinery formed only a small percentage of the imports. The 
reasons are quite obvious. The Import Policy of Gov.ernment is subject to frequent 
revision and changes. Imports of machinery and h.eavy plant require long-term: 
planning and programme. Frequent changes upset such programme which results. 
in restricted imports of machinery .. To cite an instance, recently the import 
of Ring Frames has been totally stopped all of a sudden. It is difficult for the indus
try to arrange and adjust its programme when such sudden changes are made. It is. 
therefore necessary that in order that the industry can import its full requirements, 
textile machinery and plant should be exempted from Import Control and should be 
allowed free import. 

In this connection it will not be out of place to mention that the industry is: 
consuming large quantities of imported chemicals and other stores. In order to
ensure smooth flow and supply of such materials they should also be allowed 
fr 

. • .• 
ee Import. · 

New important problem of the industry is the increased manufacturing cost. 
The principal elements that constitute manufacturing cost are : 

(i) Cost of raw materials and stores and 

(ii) Labour cost. 

Before we attempt any broad analysis of these factors, it is relevant to remark 
that the manufacturing cost ha<;~ ri<;~en so considerably that the Indian Textile goods. 
have lost its place in the world market. A comparision with the pre-war prices will 
indicate that the present prices have risen three to four times. The problem has. 
therefore become one of great em barra<;~sment to the industry. 

The prices of all raw materials and stores consumed by the industry have con
siderably gone up owing to the inflationary conditions rampant during the last War
and prevalent thereafter. To add to this there are substantial import duties levied 
by Goyern~ent on imported raw materials and stores consumed by the industry. 
There IS an Import duty of -/2/- annas per lb. on raw cotton. This centre is im
porting 50 per cent of its requirement of cotton from abroad. The result is that 
a heavy burden is imposed on the industry which adds to the manufacturing cost. 
Further the industry is consuming imported stores and materials worth crores of 
rupees. There is an import duty of 5 per cent ·and in some cases lO per cent on all 
such imported articles. Textile machinery is imported from abroad and is also
subject to a similar duty and in our opinion the burden on the manufacturing cost is. 
all the more increased considering the inflated prices of foreign machinery. It will be
appreciated that all such duties on essential raw materials and stores impose a heavy 
burden and considerably add to the manufacturing '(lOSt. · · 
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In this connection, it may be mentioned that the Government had given an as 
-surance when the Import Duty on cotton was first levied that it will be rufundabl1 
in case of goods which are exported. This assurance has not materialised ever 
·upto this date. 

It is necessary that th~ Import Duty on stores and raw materials should be 
·removed so that the manufacturing cost can be brought down to reasonable level!!. 

There is another aspect of the ·problem which deserves mention. This Centre i1 
an ~nland town and ~sa result suffers a v.ariety of disadvantages. It has to pay heavy 
fr~1ght charges for Imported raw matenals and stores. It is therefore necessary that 
·this centre . should be allowed conceesional or special freight charges, so that. thE 
manufacturrng cost may go down and the centre can maintain its position vi&-a-vi~ 

·other centres. In this connection the question of cotton freight from Bombay t<J 
Ahmedabad deserves mention. Special freight rates were availabl<) for brinO'ino 
'foreign cotton from Bombay to Ahmedabad. The rate in January 1938 was

0

R;, 
-/8/6. As a result of an agreement arrived at with the B. B. and C. I. Railway the 
rate was fixed at Rs. -/9!8 for a period of three years and from 1st April1941 it 
·was raised at Rs. -/10/6. The latter enhancement was agreed to as an emergency wai 
measure. The agreement provided for negotiations to revert to the rate of Rs. 
-/9{8. after the cessation of the War. Ir. complete disregard of this agreement the 
·railway has raised the rates to Rs. -/12/7 from the 1st of April 1947. In spite oi 
prote<:Jt the rates have not been revised and restored as was agreed to. It is therefore 
necessary that the original raw of Rs. -/9/8 should be reverted to at an early date. 

/ 

Now we shall deal with the question of labour cost. During the recent years 
both Central and Provincial Governments have adopted and introduced schemes and 
'measures of labour welfare. The working hours have been reduced. Besides, 
·minimum wage has been established and wages standardised. The effect has been 
a general increase in wage bill. Provision has been made for holidays with pay to the 
"industrial workers. The Workmen's state Insurance Act has imposed a further lia
bility on the industry. The industry welcomes these measures which are calculated 
to improve the working conditions and living standard of the industrial labour. Ob
·viously the cumulative effect of all such measures is that labour cost has consider
ably increased. It was anticipated that the welfare measures will also increase the 
productivity and efficiency of workers and thereby enable the industry to maintain 
·the level of manufacturing cost. But the exJ>.3ctations have been belied. On the 
-contrary, the workers have adopted go-slow tactics a:ri.d loitering during working 
hours. Absenteeism has reached a record level. The result of all this is that the 
burden of labodr cost has increased all the more and the manufacturing costs have 
stepped up. In this connection, it may be mentioned that. there baR been a further 
increase in the labour cost by the Payment of high scale of Dearness A1lowance and 
-ad-hoc bonuses. This centre is particularly hit in this behalf because it is paying 
·dearness a1lowance at the highest rate which has no precedent or parallel elsewhere. 

The remedy which, we trust, Com~ission will agree to reduce the manufacturing 
-cost which has considerably increased owing to labour cost is to introduce rationalisa
tion and other efficiency measures in the industry. Simultaneously it would be to 
the benefit of the workers also. 

It may be pointed out in this connection that the cost of production per unit in 
the Textile industry is higher in this country than in others mainly due to the fact 
that more workers are employed here in a unit than in the countries like U. K. 
-and U.S. A. To cite just one example, a spinner in England minds 912 spindle,s and 
-a doffer 1653 spindles as against 380 and 668 respectively here in India. It ~s there-
fore necessary that in order to adjust the cost of production and put the rndustry 
<>n a sounder footing rationalisation should be introduced in all departments and 
occupations. 
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At this centre, rationalisation was introduced to a. small extent in the year 
1935 in some sections of the industry oy mutual agreement. Additional remunera
tion was given to the workers who minded more machines. But during the subse
quent years it has not progressed at all. The main factor responsible for this was 
the lack of sufficient response from labour. But the problem has now become 
very urgent and important with th"' reduction in the hours of work. It is 
therefore necessary that the Government and the labour should co-operate with and 
assist the industry for further introduction of rationalisation in the industry and 
other efficiency measures in all occupations. 

The above analysis will give a fair idea of how the manufacturing cost has risen 
and what remedies and steps are necessary to reduce the same. 

Before we finish up the question of cost we would like to refer to one or two points. 
The manufacture prices of cotton textile is substantially high. In spite of this 
additional burdens have been imposed by the Cell;tral and Provincial Governments. 
The Central Government have recently revived the Excise Duty on the cotton t-ex
tiles. It is levied at varying rates. The history of the fight of the industry against 
this during the British Rule is very well known. Its revival has no justification what
soever. Government's argument "that it is neco}ssary tp _replace the loss caused by 
the abolition of the salt Duty by developing such equally stable sources of revenue is 
no ground and the choicJ of cloth for the purpose is not the least happy. Besides, 
it is a burden on the saleable value of cloth and will considerably hamper pro
gress particularly, in that sector of the industry which has specialised in the 
production of fine and superfine cloth which has been subjected to a heav;y duty of 
25 per cent. 

Further there is imposition of sales tax by Provincial Government which has also 
added to the saleable value of clotq. •.· 

Another problem is the promotion of export trade of cotton textiles. During the 
last War owing to heavy requirements of defence services, export trade of this com· 
modity had practically come to a stand-still. The continuance of export restrictions 
even after the war have severely affected the export trade of this commodity. Cotton 
piece-goods formed one of the most important commodities of the countries' export 
trade during the pre-war days. The present position is that there has been serious 
decline in the export trade. The main factor responsible for this is the disparity 
between the prices of home products and the foreign goods. It is therefore imper
ative that the manufacturing cost shoulsl be reduced and the remedies and measure 
suggested for this purpose should be adopted by the Government. If the trade is to 
be promoted, it may be suggested that there should be no restrictions as such on 
export or otherwise. . 

We would conclude now with a few observations on the problem of taxation which 
is common for all industries. The burden of taxation is really very heavy and has 
definitely impeded industrial development. Capital formation and private enter
prise are the essential requisities for industrial progress. The position will be there
fore that so long as the burden of taxation on industries is not reduced, necessary 
eapital will not be forthcoming. Besides, this burden has restricted the saving capa
city of the existing industries, with a re~ult that they have not been able to build up 
sufficient reserves. 

Jn this context it may be mentioned that the question of a systematic.revision 
of the entire taxation structure is long over-due and thetefore it should be taken up 
at an early date. This will enable the Government to afford the such-needed relief 
to the industry. 

These are some of the important problems of the textile industry in general and 
this centre in particular. 
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Memorandum on the e.Qects of partition on Cotton Textile Industry with particular 
reference to (a) Availability of Raw Materials, (b) Production and (c) Market for the 

finished products. 

It may be conceded that although the two dominions are constitutionally and 
politically divided and independent it will take some time before they can attain eco
nomic independence. It is in the mutual interest of both the countries if a harmonious
economic policy is followed and healthy trade is carried on. India is favourably 
situated in industrial development while Pakistan's economy is predominantly ag
ricultural. India can cater Pakistan's needs of industrial products and manufac
tured goods while Pakistan can supply its surplus of food and non-food crops. In 
this light we can examine and analyse the effects of partition on the cotton textile 
industry of India under the following heads :-

(a) Availability of Raw materials : 

During the pre-partition days, the Pakistan areas produced roughly 1 ·17 mil
lion bales as against 2 · 27 produced within the Indian Union including Indian States. 
The output of Pakistan area thus constituted one third of the All-India total. From 
the consumption side, the All-India offtake of the Indian Mill Industry 
may be taken at an average of 4 million bales per year. On this basis, the raw 
cotton production of the Indian Dcminion falls short of the requirements of the 
domestic, mill industry by 1 · 7 4. million bales. This is a fairly large gap and it 
would appear essential at first sight to substantiall;\' ·increase the cotton acreage 
as a provision against the possible difficulties in securing our requirements of raw cot
tori from Pakistan. But the alternative of increased domestic production to the 
need for importing Pakistan or other foreign cotton is not practicable. The bulk of 
cotton grown in Pakistan is long staple type of the American variety and the produc
tion of similar medium or long staple variety cannot be stepped up over a short term 
by the Indian Dominion, the bulk of cotton acreage of which is devoted to short 
staple. Even if this reversion is permitted by the food situation the additional 
growth will be of the short staple cotton more of which is not wanted by the mill 
industry. The situation, therefore, is that for sometime to come Indian Dominion 
will have to import abolit 1 million bales of Americans from Pakistan. It is of course 
possible that the Indian Dominion may take increased imports from Egypt and East 
Africa and can reduce her dependence on Pakistan pro\ided Foreign Exchange as 
well as the high prices of foreign cottons are not allowed to restrict the scope for such 
diversion. 

(b) Production: 

The deficiency in the supply of long staple variety cotton will have its effect on 
cloth production. l\Iedium and long staple types are quite essential for manufacture 
'of medium count cloth. Unless, therefore, necessary supply is ensured, the produc
tion of medium count cloth will be affected and the mills manufacturing this 
type will have to divert their production to finer colmts. 

(c) JJI arket for finished products : 

Out of 410 cotton mills in the country, 15 are in Pakistan and the rest are in the 
Indian Union. The production of cotton textiles in Pakistan is about 400 million 
yards ; as agaim-t this, their cloth requirements may be estimated at about 1000 
million yards, calculating on the basis of 16 yards per ~apita cons~ptio_n. This gap 
between the supply and th~ demand for cotton textiles for Pakistan 1s v~ry lar&e. 
Supposing India has an exportable surplus. i~ has a flourishing mar~~t for 1t~ text1le 
products. In tlus context, it may he mentwned that before parbtwn PunJab a~d 
Bengal consumed the major portion of the total offtake of cloth by the present Pakis
tan areas. These centres were good markets for fine and fancy goods. Ahmedab~d 
specialises in the production of such fancy cloth and it used to supply about 2a0 
million yards on an average per year to these centres. 
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FEDERATION OF GU1RAT MILLS AND INDUSTRIES, BARODA 

Quc~ti'on 1.-Yes ; the economic background in the country as well as in the 
whole world has fundamentally changed since 1922. The basic changes can be sum
marised as follows :-

(i) With the loss of China and big parts of other South East Asiatic Countries 
as well as of the C'.-entral European Countries, the free trade area of the world has 
\'cry materially shrunk in size. 

(ii) The rise of the United States of America as the World's largest single pro
ducer of manufactured commodities and primary })roducts amounting to over 
GO per cent. of the world's supplies has altered the entire balance of World's compe
titi,-e forces in the world market. The U.S. A. has alone emerged as' perhaps the 
world's single creditor col1ntry. 

(iii) The entire mechanical equipment oftlie manufacturing industry and trans
port t>.ystem in India has worn out and has not been re_newed or replaced during the 
last decade and more ; this -threatens a complete break-down of our economy if a 
rapi(l replacement of old plants is not undertaken. In the event of war, such a 
urcakdown \\ill spell a disaster. It would be very much more so, particularly be
:ausc our existing capacity is not enough for us from the viewpoint of natural self
mlli.ciency . The basic changes noted above necessitate a fundamentally new ap
pro.lcb to our problem. Any regeneration and enlargement of our industrial struc
ture cannot be based on the expectation of having expanding foreign markets. \Ve 
must have a plan basing our future industrial expansion primarily on the National 
~brket. This market has not been properly tapped or nursed and developed. Fruit
ful approach in this case would be the possibility of establishing a balance between 
irHln:>try and agriculture and between urban and rural areas. 

(ic) The partition of India has also adversely affected the economic conditions 
of the Country. 

Question 2.-0ur agricultural situation has also undergone a fundamental 
change in the following particulars :- · 

(i) Production.-The Committee appointed by the· Government of India for 
con.c:illering the technological possibilities of Indian Agriculture shows that the per 
a"rc produetion of food grains is steadily on the decline during the last 30 years. 
Ad,kd to this is the new fact that surplus grain producing areas in the \Vest have 
been lo:<t to Pakistan. Further, there is a pretty permanent factor adverselly affect
ing agricultural production. This factor is the continued sub-division and frag
mentation of the agricultural holdings. This causes wide stretches of land to go out 
of cultintt;un. 

(ii) Cm~umption.-Consumption of food-grains in India has altered in composi
tion only to the extent to which procurement, imports and transport difficulties have 
alTccteu the assortment of foodstuffs induded in the per capita rations in different 
proYinces. The main difficulty in this case bas been the necessity of meeting shor
tages in the total of grain supply and in particular types of grains normally required 
by any given section of population, the overall shortage problem has been rendered 
extremely acute owing firstly to loss of surplus areas to Pakistan, secondly to the 
1:-'rowt h of population and thirdly to the reduction in the normal supplies from Burma 
to very slender proportions. The programme of imports from the North and South 
American Countries and from Australia has caused wheat and maize to be substituted 
fur rice and millets. Altogether the whole balance of various kinds of grains in 
the totn.l supply has altered necessitating a change in the quantity and composi
tion of diet of the people of this Country. This is quite aside from the question of 
calori£.c value of the diet in various parts of lndi:t. We have no adequate informa
tion about this problem. 

ln'errwtionnl Trade.-The quantum, value, (l(Jmposition and diret:tiuu ui our 
foreign trade in agricultural commodities has changed during the last decade. How
ever, the last 10 years have been years of control, re~rictions, licences, permits, 

lU 11. of Uom. 
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prohibitions, etc. It would be difficult to draw reliable conclusions from the existin(J' 
facts of foreign trade since trade has not been free but has been regulated according t~ 
the emergency of the War and the Post-War years. 

Question No. 3.-0ur industries depend upon our agriculture for supplies of 
raw materials .a:r:d for the _market of. their produ_cts. ·To the extent of which the ge
neral productiVIty of agnculture, nses, the pnces of raw materials required for 
industries will go down and thus help in the reduction of the cost of production. 
Secondly, prosperous agriculture will provide an expanding market for our industrial 
products and reduce the necessity of dependence of our indu.'ltries on the export or 
the necessity of exporting it. National market is always more dependable and 
secured and will therefore base our industrial progress on steady foundations and 
at least partially protect us from the wide fluctuations in the foreign trade caused 
by wars, currency, de-valun.tio:ts, bi-laterial, trade agreements, and trade cycles. 

Question No. 4.-A rapid mechanisation of our agriculture and increased mecha· 
nisation of mining "\\ill provide a subst.a.ntial market for all sorts of agricultural and 
mining machinery and building materials, electricity and consequently elec~cal 
goods of all kinds and transport equipment. The provisions of modern market 
and roads will provide additional demand for various kinds of agricultural goods. 

Question No. 5.-There has been some expansion of prot~cted industries in the 
inter War peridd but not such expansion to appreciably change the National Incomo 
of India. Further the expansion has not been such as to make India self-sufficient. 
We arc dependent on foreign countries for the supply_ of machinery and other capital 
goods. With0u~ theHe, establishment of new industries will be impossible. 'l'he 
progress during the world War II has been confined to the cousumer&' good:.; only. 
The establishment of capital goods industries has not been possible. Industrial 
progreBs has been artificial and temporary in character and not real and permanent. 
India has begun to modernise her industries, but she is yet far from-being industria
lised. 

Question No. 6.-Tbe following types of Industries are not provided in our in
dustrial structure. (a) (i) Machine. tool industry (ii) L-ocomotive steams1ip engines 
and aero-engines manufacture (iii) some basic heavy chemicals (iv) electrical equip
ment manufacture (v) manufacture of scientific instruments etc. 

(b) It would be difficult to be precise abot1t our defficiency in respect of volume 
of production. The industries noted above are virtually absent. Their production 
has to begin from the search and has to reach a level where it satisfies all national 
needs. Regarding consumers' goods industries one can roughly say that our cotton 
textiles, cement, railway track etc. should be substantially increased. 

(c) No Industry would run unless the cost structure is met by market prices; 
but if the market is artificially bolstered up by Tariffs, high over-head and operative 
costs may be sustained artificially. These appear to have been the case in India. 
Both have to fall and this is possible only with great technological improvement 
and introduction of scientific management. 

(d) We consider that the quality of management has not been much open to 
criticism though slight improvement is certainly possible, if it is better equipped with 
technical knowledge and more up-to-date in costing. 

(e) Supply of capital depends on reputations for sound and honest managements. 
Small concerns are often known to have collapsed for want of capital. 

In this respect, old experience of collapse of concerns acts as a deterrant to entry 
of new capital. Attempts have to be made to reduce the mortality of existing con
cerns and to enable them to pay steady if not high dividends. This can be done 
by the Government sponsored and managed industrial finance corporations. 

(/) Availability of raw materials, fuel powers etc. Mter the Partition, raw ma
terials like cotton. jute, hides and skins etc. are not easily available and India have 
to import them from Pakistan and other fore~ countries whirh add to the cost of 
production and adv~rsely affect the iarge Industr:y of cotton and jute. These 
and other raw matena1s for the manufacture of finished products should be made 
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available in India at reasonable prices to the industry. Encouragement should oo 
given to inde<Tenous products of such raw materials. Fuel, i.e. coal, hard-coke, diesel 
oil etc. should be made available to the Industries at very reasonable prices and in 
adequate quantities. 

Po'wer :-It should be generated from different rivers at an early. date to 
expand industries and agricultural. products. 

(g) Availability of high grade technical ability : India is short of highly ~ed 
technicians for different industries. The Government should plan out for trauung: 
of thorough technicians and it should import foreign technicians to give training to 
our people and send our selected candidates to foreign countries for necessary train
ing in colleges and industrial concerns. 

(h) Supply of skilled and un-skilled labour: We have got abundant un-skilledl 
la.bour, but skilled labour is not sufficiently available. So schemes for necessary
training should be worked out and put into pra"Ctice e.g., vocational training .. 
apprentice scheme etc. 

(i) Efficiency of Labour :-Efficiency of Labour is going down day by day-. 
There should be linking of wages and dearness allowance with efficiency i. e. work put. 
up. We would suggest to have work-load for each category of workers; rationalisa-. 
tion should also be introduced in all industries so that our industries can compe~ 
with foreign · industries by lowering their cost of production. 

Question No. 7(1):-Regarding small scale and cottage industries, certain genera 
observations can be made. It is now generally known that large scale mechanised 
industry is able euccessfully to compete with small and cottage industry except in 
extremely delicate operations. Cottage industries have an extremely limited scope. 
in fancy goods, knitting goods, embroidery work, wood, stone and ivory work. Where 
agriculture cannot be a. whole-year •.·'operation, they can come in. It is true that 
agriculture in many parts of India is a. seasona1 occupation, but with the provision of 
perennial irrigation it is likely to be whole-time. Only where it is not possible,. 
cottage industry can come. Small scale mechanised industries like ginning and: 
pressing of cotton, rice-milling, oil-pressing, leather works, and some processing 
industries are seasonal industries and if spread properly in relevant agricultural 
areas "ill feed in the idle time of cultivators by providing occupation to them iD 
their off season. . 

Que.stion No. 7(2) :-There is no hard or fast rule about the relation between. 
small scale, cottage and large scale industries. As cottage industries are confined t~ 
skilled hand work, they may stand as things apart and their field ""ill be SQ.lely de.. 
termined by the community's demand for art work. But small scale industries of the 
type mentioned above being complementary to large scale industries, there should be 
some quantitati :e relation in them. Once the tempo of the large scale industrial 
development is settled, the plan of small scale industries would be ifi>'O facta 
uetermined. 

Que-stion No. 8.-The answer to question 7 covers this question also. 
Questions 9 to n.-We feel that in looking for rapid industrial development oi 

industries for India, the question of small scale or cottage industries need not receive 
considerations on the level of Fiscal policy. Questions concerning cottage industry 
are often based on sentimental considerations. To the extent to which this is the 
case, we ha>e no opinion to give, though we should very readily subscribe to the view 
that b enterin~ in :1. trade agreement whatever is possible for gi·dng ecouragement 
to the cottage industry particularly concerned with artistic ware sh•>Uld and ought 
to be done and a general directive to this effect may be given to our tra:le delega
tions. 

Que.stifJn .~.Yo. U.-The Go\'ernment had no genuine sympathy for r.1pid indus
trialisatio 1 of the country. Assistance given under it }·O industries w .1' ~ru :lgingly 
given. There was delay in the procedure of the tariff e • 1'11ry machinery. The 
problem of industrialisation was more political rather thm ec.:mo:nic. 
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Question No. 15.-As noted above, while the weapon of tariff would be used by 
the Government to help industries, the manipulation of exchancre rates was used to 
withdraw their help. This affected all industries. "' 

Qu:-stionN~ .. 16.-\Ye agree that normally protect~on should be given te> an in· 
dustry If conditiOns lmd down by the Fiscal Commission are satisfied. But in re
ga~d t~ i?dustries required for national defence this condition should not apply. 
ThiS Will mclude armaments and munitions industries and industiies concerned with 
the basic requirements of the population. 

Qnesti?n. No. ·J7.-We consider that t.he supplementary measure suggested by 
the Comm1sswn are not adequate. Government will have to take a more positive 
l"Ole in making available to the ildustry machinery and technical skill and adopt 
.$Ort of scheme of planning and priorities. 

Question No. 18-Yes, the qualifications to the policy of descriminatincr protec· 
tion as laid down by the Legislative Assembly in 1923 did effed the policy <:'adversely 
But the diverse factor which affected industrial development in India make it difficult 
for us to attribute particular results to particular causes only, for example, from 1930 
to 1939, India was suffering from very serious depression. 

Question No. 19.~The changes set out in J5ara. 4 regarding Government's re
orientation of the policy are in our opinion, sound. 

Question No. 20.-So far as work of implementing the quality in 1945 is con· 
cerned, we feel that it is satisfactory but the general control system cstaLlished by the 
Government works in such a dilatory manner that the benefit of protection is largely 
lost, quotas of coal, supply of wagons, and many such things are not being attended 
to with efficiency and promptness. Hence the total effect is stagnation and even
tually loss. 

Questions 21 to 30.-\Ve think it is not necessary to give here all qualitative and 
quantitative changes that had taken place in the industries noted in question ~~ for 
the parti_cular sort of policy pursued by the Government, becauser ecently the Tariff 
Board have fully enquired about cotton textiles, iron and stePl, sugar industriE's etc. 
from which aU such details can be. had. However, we have already said that the 

'.protection given by the Government has been halting and grudging and was c;owrned 
'by the political considerations more than by the best, economic consideration con
cerning the well being of the country. The actual development has been influenced 
by whatever protection was available. Exchange rates, manipulations, railway 
alignment, depression, competitive exchange, depreciation, tariff policy of the other 
countries and thE' \Vorld War II. The only industry which seems to ha\·e been 
benefitted by re\-enne tariff was the Sugar Industry. But evPn here the internal 
excise duty has in recent years equalised the competition of the intern.:.! u,nd external 
supplies. 

As a broad conclusion, it can be said that protection has not by itself nor haYe 
::lther factors caused any change for the better in respect of mechanization, technolo
gical improvement~. optimum use of raw materials, supply of technical pt>rsonnel 
·or skiliPd and semi-skilled workers. It can not be said that the protection policy 
·of the Government has significantly alfected the volume, direction and composition 
of our foreign trade except in respect of importing cotton textiles, iron and Steel 
and Sugar. Our import and export policy is such as to affect the economy of thP 
<:ountry adversely, and therf'fore it rPquirPs thorough investigationand modifica
tion. 

011estion8 31 to 33.-It is our opinion that war time legislation and administra
ti \'O co 1trols should not form a part of the permanent policy rPgarding the deve
lopment of foreign trade and industries even though during the war they might have 
assisted in some measure that development. War itself with its consequent rise in 
prrces was a racwr \i"l that development. \Ve have already said that something more 
than mere fiscal n:ea..smes would be required if sound industrial development is to 
take place. Further, too much empLasis should not be laid on the development of 
foreign trade for reasons given in answers to the first three questions. 
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Control should he as simplified ns possibb. It should not be for more than ne~ 
cessary perio-i. Import and export policy shoull be chalked out considering all the
factors in consultation with Commerce, Trade, Industries and C"'nsumers. Before
entering into bilateral or multilateral agreemcnts for imports and <>xports, industry 
and commerce should be consulted and taken into confidence. 

The Government of India formerly restricted our trade, then issued Open Genera 1' 
Licences for imports ~·.-hich resulted in heavy imports of consumers' goods and un
wanted industrial products which drained away foreign exchange and adversely 
affected our industries like cotton textiles, healds and reeds, bobbilld and such other 
industries. 

Questious 35 to 40.-\Ve agree with the view that the fiscal policy- best suited 
to India. is protection. llnt any protection given should be followed by quantita
tive and qualitative improvement in the industry protected. This would require 
the setting up of planned targets of production and costs, top priorities should be 
given to those industries which would en•ntually }·~oduce machine tcols, engines, Ar
maments, Scientific instruments and Electrical Goods etc. Protection need n0t of 
course be confined to infant industries but may be extended to industries pro
posed to be started provirled plan for it.s establishment ie absolutely certain. Further 
such protedion may commence only when the new industry puts its products in the 
market. 

Que8tions 41 to 5·1.-All methods of protection have ultimately the objective of 
making the industry prosperous and dcvelopinJ it quantitatively. All methodil ennu
mcratell in Question No. 41 have been tried but it would be difficult to say which of 
them is most effective nor woulrl it be pos~ible to say which of them can be normal 
mcthocl. We agree \\ith Part C of Question 41 with the provision that the main con
siclt•rations to the achievement of quantitative and qualitative improvement in the 
shortest po~sible time. Safeguarding and anti-dumring measures are temporary 
de\·L·cs of p:otcctio:1 of p:uticula.'-"Periods du:dng certain critic::t.l p·)rio:ls, much. 
would dcpcnd on the nature of crisis. ~ 

As :1. rule, export duty device should not be lightly used unless the com
moditic s r.rc• a firm monopoly of the country o~ the consumer is suffering from 
acutc t->hortagc temporarily; otherwise the harm to export trade a::1d consequently 
tot he industry would l:o very serious. 

Further, a~1 industry must primarily cn.ter for the homJ market. Too much
depc!ldc,lce 0.1. forcig 1 mar:;.cts would be harm ul. h cases where the conditions 
oi an indu3try uc such a.; would e:1able it easily to procure ~'1 export surplus 
over n 1d a~ovc national reCJ.Uinncnt:o:, the case will have to be considured on its. 
ow,1 marits a!ld bihteral trade r..greements suited to the disposal of the surplus 
may haw to be resorfed to. We agree with the method of the pre,ent Tariff 
Boa.:~d in dctermi:lirg the quantum of protectio:1 and would add that a sliding 
srak of duties may be r.dopted to provid·) aga.inst changes in landing pric.es .. 
In any case the difference between the landing cost of foreign. product and the, 
fair sclling price of its national competitor must govern th€' u:ethod of protection; 
but the il.tercsts of the consumers re'1uirc internal prices low. A bounty eoveriPg
thc loss on the national products may be provided out of the receipts from the 
prJterti,·e duty. A bounty keep3 the Go,·ernment a'i wellP.s the in<l.ustry con.
stan1ly aware oi their rcsi omihility re:;ardin~ the progress of the indu~try. 
Import duty mvl I ounty limy thNefore he advan•a~eously co:ubined. in alt 
caies, wh:>.tever cl,uty ii 1,' iecl mu~t be ad ?:alornn. '\Ve would re
commcnll that protection would be fully assured for some minimum but fairly long 
peri01l without which the inc.lustry's future is not assured. Revenue duties ea~ily 
borne by the comum~r but acting at the same time as protective duties should b& 
used wherever pm;~:;ible. \Vhere the interests of the poor consun:ers are involved 
dutics "ith bounties are preferable. A re-classification of revenue tariffs may be 
made if it serves the intcre~>ts of particular industries without loss of revenue to the 
Go\'ernment. Long term fiscal monopoly must ha~ for its objective, the develop, 
ment of industries with a view to increase industrial employn1ent at least to 50 per 
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eent. of the total employable population. .Any trade agreements entered into ought 
not to l'liD counter to this objective. 

A permanent quasi Government Organisation composed of Government Officials 
and trarling and manufacturing interests should be set up to examine and advise on 
all matters of trade agreements with a view to protecJ:. the plan of industrial develop
ment. 

Questions 54 lo 57.-Non-fiscal measures suitable for adoption would naturally 
be concerned with the Items 'a 'to 'g ' enumerated in question No. 55 as well as 
with other matters. We feel that matters ' a. ', ' c ', ' d ' are matters regarding 
-which a National Government can speedily take positive steps in relievin(J' the di
fficulty of industries. It would not be necessary to set up any special machinery for 
these purposes. They can be dealt with departmentally. Regarding Item !), an 
-institution like Industria] Finance Corporation would be of immense use. In ques-
1iions relating to ' b ', ' c ', ' f ', however, assistance from outside countries 
·would be necessary in the initial stages. Plants and technical personnel should 
'be made available even if their cost is very high. But the primary objective should 
"be to make equipment and technical skill available v.ithin the country itself. The 
·provision of first class machine tool industry and a net work of Government subsidi
·sed technical schools would answer the purposes of industrial requirements, but that 
would be in the end. In the beginning, Government can alone secure both frcm 
;abroad. 

At present transport particularly rail transport is not quite adequate to meet the 
full requirements of the trade and inrl.ustries and therefore other alternative trans
port system like road is being resorted. to by the industries for movement of raw ma
·terials ·and finished products but terminal tax/octroi duty and expansive road trans
-port and considerably to the cost. So necessary relief should be given by asking the 
-municipalities and local bodies etc. to desist from levying such duties especially while 
·the goods are in transit and to see that the road transport is cheap and the rates 
·of terminal tax/octroi duty should be nominal in proportion to the value of the 
;materials. 

Excise duty on r..nicles like cloth, sug,~r, spirits and spirituous J>repr..rtLtions etc. 
·should be abolished cr very considPra.Uy reduced. It should not form the basis of 
:revenue. We believe that it was fcrmcrly imposed fur rhecki11g it.;; misuse, but at 
-pr~sent it has gone out of proportion and should be reduced, so that the indm-tries 
may g~t a spurt in development and stand in fcrdgn competition and cost of living 
ind'lx number may also go down. 

Licence duties/fees on factories, spirits etc. also play a vuy important pat in 
·the d0velopment of industries. The Government should see that such licence fees/ 
·dutie5 are not burdensome on the industries. 

In all these mattc!l's, a conti:c.uous coopuation between the Government and the 
:representatives of Industry and Trade is essential. A pumanent body consisting oi 
.the ropresentatives of both should be, therefcre, set up fc!l' the purpose. 

Q-uestions 58 to 65.-.Any scheme of Imperial or Commonwealth r-reference is 
'neces ;arily coloured by political considaations. It can not by any mears be sa'd 
·.th!l.t so-called Commonwealth constitutes anything like a r.atural economic 
•unit. ConsiJrra.tion regarJing pr<:fe.rences extended by membu-nations of Common
·wealih to each other would be naturally determined by political factors. Speaking 
:purely on economic grounds, we &re disposed to opine that the gene·ral ~rinciple of 
:buying cheapest and selling dearest should apply to all trading agrel'ments with suit
able modifications necessitated by the very na.ture of mutual bargaining. In all 
·these Commonwealth considerations, new have no place. True to our policy of 
·political neutrality in the conflict b~tween world power Hocks, we should b.:.rgain 
:with any nation ready to trade with us on the basis of considerations of maximum 
.advantage. In entering int.o fresh commitments, the gener<\l commacia.l principle 
.11ta.ted above should be borne in mind. 

Que.stions66 to 71.-We agree that all industries protected as well as unprotected 
have an obligation to the community, prices should be fair, wages should be aC.e
.quate in relatio~ to the capacity of the industries to pay, conditions of labour shoulJ 
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bo satisfactory, technological improvement should be rapid and upto-date, and. re
search in the technique of production and distribution must be promoted and. lite
rally helpod. Apprentices should be trained on a planned basis. Thes? are the 
obligations socially imposed. on all industries especially protected industriCs. Pro
tected industries should try to raise output, reduce costs and lower prices. We should 
suggest th:1.t protected. industries must have adequate capital resources so that ste:ps 
for expansion aro not imposed by financial considerations. 

Special arrJ.ngements are required for controlling the quality of produ_cts of th& 
protected as well as not protected industa-ies which can be done by the Indian Sta.n
d&l'ui Institution. 

Question No. 71 (c).,-No. 
Questions 72 to 88.-We r.re in favour of setting up a permanent and comprehen

sive organisation partaking of the nature of All-India Tra<ll) r.nd Industrial Planning 
Commission sub-divided into suitablu LrJ.nches dealing with diff~rcnt aspects of 
.intlustrial and trade devt>lopments. A specialised··org1.nisation for tariff purp~s<B 
would be an important section of the planning oommh;:;.ion. Details of the c.r~rura· 
tions of the Planning Commission can be filled in· after good. deal of e:l!lper1ence. 
But something of the charact£:r of the Mini::;try of Economic Affairs should be 
established under which Planning Commission would wO'rk. The Planning Com
mission would deal with all long term problellli!. Short term and day to day prob
lems would be dea.lt with by other sections of the Ministry but there should be 
continuous co-optl'ation between the two. The Planning Commission would have 
to bo divided into various departments concqrned with IndusLry, Agriculture, Com
ml)r.::.:~, Tr.msporc and Finance. The Industry's section will have to be further 
sub-di .. -i.\l)d into •litft•r·Jnt sections dealing with separate a::;pects of Planning. 
Tariff qu·)sthns w.-.u!.i h1.ve to be entrusted to one of the sections. These fl.re only 
tentative suggestious. 

THE SOUTHERN INDIA MILLOWNERS' ASSOCIATION. 
PART I 

SECTION A(r)' 

Question 1.-Do you con.sider that the economic background in the country has so 
altered since the Indian Fiscal Commission reported in 1922 that it 
necessitates a fundamental change in the approach to the problems u·ith 
which the present Commissio1~ is concerned ? 

We consider thaf the economic background of the country has fundamentally 
.altered since the report of the last Fiscal Commission in 1922. 

l. In the first place India has uecome an Independent Nation capable of 
formulating its own policies and planning its own industrialisation. 

2. The partition of the country has resulted in great deficit of certain agricul
tural products and industrial raw materials such as jute and cotton. 

3. Thirdly the economic barriers have greatly upset the equilibrium of the 
{)Ountry resulting in certain inflation of the forces tending to push prices and wages. 
Question 2.- H'.~:l you list t~e principal chanqes in our aqricultu~al situation_ in respect 

nj •''I .11roductwn, (b) C<>nsumptton and (c) tnternatwnal trade tn agricv.l-
tur . .t • · ·" 1'1Cr!ities.? . 

. We f?el that th.· ;.;, .. uc~ion_of ag~icult~al commoditie~ have n<?t kept pace 
With the mcreaseu l'Llll::'Umptwn m India. Thls has been further aggravated by tt.e 
fact that, as a result of partition, many aglicultural products in which India was a 
surplus country has been converted into a deficit area. The result of this has been 
.our dependence on other countries for raw materials such as jute and cotton for 
two of our largest industries. 

Question 3.-'J!o what extent, if any, have these changes affected or are likely to affect 
m future the pace and directicn of our industrial progress ? 
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Question 4.-What are the basic improvements in our agriculture and mining that you 
would consider urgently necessary as a support for any policy of inten-
sified industrialisation 1 . 

As regards Agriculture, we feel that it is urgently necPS!:'ary to make ourselves· 
salf-sufficient not only with regard to our requirements of food but also with regard 
to those raw materials which are essential for the running of our basic industries such 
as cotton and Jute. Self sufficiency in these will help us save foreign exchange 
particularly dollars which can be better utilised for the import of capital gocds. 
Regarding mining we feel that development of Hydro Electric Schemes are far more 
important than development of mining. For instance, the great industrial develop
ment made in Rome areas of Southern India can be directly attributed to the a>ail
ability of Power from Pykara and l\Iettur Hydro Electric Schemes. 

Q .unti?n 5.-What are the main direction in u·hich our industrial derelopment has 
progressed since the Indian Fiscal Cummission Tf.Jcrftd in lv22? Please 
give your appreciation of the same. 

Considering the areas, population and needs of India as a whole, our Industdal 
development has not been appreciable except in cases such as Cotton and Sugar. 
\Vt can say that we are almost self sufficient with regard to our clothing and we are 
tending to become an exporting country in that respect. But with regard to the 
basic industries such as l\Iachine Tools, Heavy Chemical and so on, we are of 
opinion that we have not made any considerable. prog:res8. 

Question 6.-To what extent do you think our industrial det·elor-ment ~till falls short 
of our essential reqmrement8? Would you list our main deficiencies 
under the followinr~ heads? 

(a) Lines uf manufacture which you consider essential; 

All Basic Industries such as Iron & Steel, Heavy Chemicals, l\lachine Tools. 
Agricultural Machinery etc. Secondly Defence Industries and thirdly Consumer 
Goods Industries. 

(b) Volume of production; 
The volume of production falls far short of our requirements in almost all the 

Industries t::>day. All efforts should be made to further production by greater 
incentives and increase of Technical Education. 

(c) & (d) O't:erhead and operatit·e costs; Quality of management; 
This will vary with thP Industry concerned but we are of the view that tl:e de>e

lopment of Technical Education would help to bring down manufacturing ccsts 
unc!or these heads. 

(e) Supply of Capital; 
Capital has been traditionally shy in India. This has been further frightened 

away by the high level of taxation by the Government and threat of nature but in 
an Industrially backward counrty, all encouragPment should be ginn for capital 
to flow into industry and Pam reasonable profits, but the high level of taxation as 
well as the limitation of Dividends Ordinance have had an adwrse result in the 
formatoin of Capital. \Ve are sure that concessions in these respects will greatly 
facilitate to the flow of Capital in the development of the existing industries as well 
as the starting of new ones. 

(/) Availability of raw material, fuel and pm.n:r; 
Regarding raw materials India is now dt>ficit in Cotton and Jute for her indus

t.riel:'. It should be the duty of the Government to make raw material available 
to all Industries and while doing so they should see that the ultimate good of the 
consumer is in no way jeopardised in their eagerness to protect the Agriculturist. 
As a specific instance we should like to mention the working of the Cotton Contro 
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Order in India today. 'While Cotton is controlled Kappas (Seed Cotton) is not; 
controlled with the result that J!llills are unable to get cotton at controlled rates_ 
They are forced to pay very much high~r rates for the purchase of Kappas while 
yarn and Cloth are rigorously controlled. Such jlnomalies would tend to discourage 
production and retard the growth of Industries. With regard to foreign Cotton the 
duty imposed by the Government of Rs.lOO per candy, puts the Indian manufacturer 
at a disadvantage with the Lancashire or Japanese Manufacturers and if we are 
to compJte with them on equal terms then this duty should be removed. As regards 
fuel and Power there is a tendency on the part of the Governments to nationalise 
these source of Power. The aim of such nationalisation should be to provide Power 
at the cheapest possible rates to the development of Industries and 1hNe should 
not be made into revenue making organisations which they can tap in at will. 
to make up their revenue deficits. Any such move will discourage the growth of 
industries in India. 

There is also a tendency in India to produ~.e on the part of the Agriculturist 
un-controlled commodities in preference to the ·controlled commcdities because of 
the higher prices that they are able to get in spite of the fact that the land may not l:e 
suitable to that particular commodity. The Government should fix the prices of' 
commodities in such way that the Agriculturist will be inclined to gruw essential 
crops like Cotton and Food etc., rather unnecessary item. 

(g) Availability of raw material, fuel and pou·er; 

All possible facilities should be provided for our technicians to be hained 
wherever possible and simultaneously Technical and Research Institutes sbculd be 
started within the country for tht furtherance oftechnic.'tl knowledge and help of 
foreign Technicians should be s9y.ght in the initial stages if necessary. 

(h) Supply of skilled ana un.skilled labour; 

It is a well known fact that production per manhour in India h~ lower than in 
any other Industrial country and it is most essential for industries that the scale· 
and abilit,y of our labour forces should be increased greatly if we are to stand 
on a par with other industrial nations. In order to achieving this, Training 
Schools should be started wherever possible with the cooperation and support· 
of the various industries on the one side and techinical institutions on the other. 
Further, we feel that so long as labour is not prepared to cooperate with the 
schcmas of rationalisation in order to increase production per manhour and 
ultimatdy the Atandard of living for labour itself and reducing the cost ofproductkn,. 
any number of efficiency scheme!! on the part of the Government or the Industry 
is not likely to be fruitful. 

(i) E.ffidency of labour. 

Answer to the above will help us to increase the Labour forces. 

Question. 7-(a) Please give a broad analysis of the present positon of small-scale and 
cottage industries in the economy of this country. 

There has been attempt on the part of the Provincial Governments to foster 
certain uneconomical Cottage Industries such as Khadi Sch{me of the Madras 
Government at the expense of the Public Tax-payer. 'While we are ofthe view that 
Cottage lnudstrics of a specialised nature such as Ivory Crafdng, Embroidery Craft,. 
\Veaving and 0thPrs for which India has been traditionally fame us. shculd continue 
and should be encouraged and we are definitely against the fostuing of uneconomical 
and inefficient forms of manufacture which could be better done by machinery. 

(b) What shaula be the relation.s between:-
(i) small-acale and cottage industries an~ agriculture and ( ii) small-scale 

and cottage industri~s and large-scale industries? 
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1. To supplement Agriculture, the Cottage Industries that are started should be 
in some way allied to the main vocation and must supplement it. For example, 
Beekeeping, Animal Husbandry, Diary_ Farming should be given rreference to 
hand-spinning or hand-weaving. • 

· 2. The large-scale industries and small-scale industries should supplement 
each other and it should be the policy of the Government to see that there is no 
clash of interest between these two. 

Question 8.-Do you think small-scale and cottage industries have a significant ro'e 
to play in the economic development of our coun ry (a) urtder preseni 
circumstances and (b) in the long run1 

SECTION A (n) 

Question 9.-Please enumerate the llamll-ecale and cCJttage industries u:hich $GU u:culd 
like to develop- -

(a) as subsidiary to agriculture; 
(b) as supplementary to large-scale industries; 
(c) as other independent units of producticn. 

Question 10.-Which cottage industries you consider specially suited for ex:rort 
purposes 1 

Question 11.-Do you consider that protection to large scale industries has in any u·ay 
affected small-scale and cottage industries? If so, plea.~e .~tate hew ard 
what extent they hat:e been so affected. 

Question 12.-What in your view are the main handicaps frcm u:hich tmall-uale and 
cottage industries suffer at preser.t1 What steps u:ould ycu recommend 
for the removal of these handicaps-particularly u:ith regard tc-

(a) the supply of raw material; 
(b) supply of technical skill; 
(c) their technique of manufacture; 
(d) their structure and organi6ation; 
(e) supply of finance; 
(f) marketing facility; 
.(g) any other form of assistance; and 
(h) possible competition u·ith large scale industries 1 

Question 1::.-What steps should be taken to ensure that the interests of ~mall-8ca!e 
and cottage ir..dustries are safeguarded, tchfn trade agreements 
with foreign countries are negotiated? 

We are of the opinion that small-scale and Cottage Industries have an impor
tant role to play in the economic development of our country but they should be 
-confined to certain specialised trades and handicrafts where individual skill and design 
and artistry, are far more important than mass production. Since Iruia has teen 
traditionally famous in these respects, they should be developed from tbe point of 
veiw of not only internal consumption but exports. The Government should give 
:all possible help to the development of such industries and we are of the view that 
these can best be developed on the basis of rural cooperative sccieties. 

If it is the int.ention of the Government to give encouragement to 
<Cottage Industries, then they should give facilities for conversion of present Hand
looms to Power Loom.s, wherever possible through Industrial Cooperatives. 
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SEc;ioN B 

-Question 14.-The Fiscal Commission appointed by the Government of-India in 1921 
recommended "that discrimination should be exercised i'l1 the selection 
of industries for protection, and in the degree of protection affcrded, so 
as to make the inevitable burden on the community as light as is consistent 
with the due development of industries". On the strength of this basic 
principle the Commission decided that an industry seeking protation or 
assistance should satisfy three conditions enumerated in paragra ]l' 1 of the 
note. Besides tariff protection the Commission reccmmended c.lso cer
tain non-fiscal measures. Are you sati,'ified that the policy reccmmen
ded by the Commission was fully implemented between 192 -19[;9 1 
If not, please enumerate the main deviations from the policy 1 

' We are of the view that the policy recommended by the Fiscal Commission, 
was not fully implemented between the years 1923-39; for example, we would like to 
·<lite the Indo-.Japanese Convention which prevep.ted tariff being imposed on ab
normal low price Japanese goods being imported into India. We would like to stress 
'the view that for future guidance no com ention should be made by the Govern
ment which goes against the spirit of the policy that l. as been laid down. 

Question 15.-Do you find any defects in the working of this policy? If .so, please 
give details with suitable exa·mples. 

Refer above. 

<Question 16.-Do you agree with the spt?-cific conditions laid dou:n by the Ccmmission 
that normally protectftm should be accorded to an industry cnly if the con
ditions referred to in Question 14 are satisfied 1 

We are of the view that the specific conditions)aid dov;n by the Commission can 
be satisfied by very few industries with the result that very few of them could 
·claim protection in the context of today and in view of the need for rapid Industriali
:sation of India, we are of the view that the Tariff Policy pursued by the Governmmt 
:should be such as to give the utmost encouragement to local industries. In order to 
.achieve this, we would suggest that the only conditions for protection should be as 
to whether such an industry could develop in India in the National interest or not. 

·Question 17.-;-Do you consider that the "supplementary measures" f~r the protection 
of and assistance to industries as recommended by the Commission in 
Chapter VI II of their Report u·ere adequate and u·ell conceivrd 1 

. We consider that the supplementary measures for protection and assitanc(' to 
Industries were well conceived. But WP would like to point out that indiscriminate 
imposit!on of Excise Duty and Salestax by the Provincial and Central Governments 
.are senous burdens on the Industries. 

Question 18.-In a Resolution passed in the Central IPgislatit:e Assembly en the 16th 
February 1923, the principle of discriminating J!rotection u·as acapted 
as t~e basis of Government pol·icy subject lu tht f~.i!cu·ing g£mml quali- · 
ficatwns :-

{a) that the principle should be applied u·ith due regard to the u·ell bei11g of the 
community and to the safeguaras mentiomd in Q. 14. 

·(b) that in the application of this principle regard must be had to the fiwmcial need 
of the country, and to the then dependence of ~he Government of India 
on import, export and excise duties for a large part of its ret:enue. 

To what extent, if any do you think the,se qualijrcations affected the u•orki11g of 
the policy of discriminating protection betu·een .the years J92J and 1939 1 
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Please giL•e your comments if possible, separately fer the follcuing sub
periods; (ii) 19~ 0-34 (iii) 1935-39. 

The policy of the Government in the past has been to use tariffs more for collec
tion of revenue than for the protection of indegenous ihdustries. 'Ve are oft he -view 
that tariffs should be used to prot£ct and to develop national industries and this will 
ultimately yield greater revenue to the Government than by the short sighted poEcy 
for using tariffs for revenue only. 

Question 19.-The changes set out in paragraph 4 of the note u·ere made in the principle 
of discriminating protection in 1945 when the interim Tariff Board u·as 
established. What are your view.~ on those de1:iations from the original 
policy as laid dou·n in the Indian Fiscal Commission's Report? 

The deviation from the discriminating protection are an improvement on the 
original policy as laid down by the Fiscal Commission particularly clause 2(b) which 
says that protection should be given to Industry if it was found to be in the national 
interest. 

Question 20.-Are you satisfied that this policy of 19-15 is being fully imphrr.od£d. 
If not, please indicate u·here, in your opinion, the defects in imphmenfa
tion lie. 

It is being implemented. 

SECTION c. 
' 

Question 21.-JVould you atempt a broad analysis of the effects of the actual policy 
pursued by the Government of the day on the growth and development of 
our major industrieB under the follou·ing heads. 

(a) Capital invested in the industry (paid up). 

(b) Rated capacity. 

(c) Outp'l.lt. 
(d) Employment of labour (Technical & non-technical). 

(e) Wage bill (techm"cal & non-technical). 

(f) Earr.ings of management. 

(g) Profits earned and distributed. 

(h) Ex-u·orks price and retail price? 

Que.~tion 22.-Would you make a detailed analysis on the al;ot·e lines :rarticulcrly 
in respect of the follou·ing industries 

(i) Iron and Steel (ii) Cotton Textiles (iii) Sugar (iv) Parer (v) Matches? 

Please give your ansu·er fer the follcu·ing pericds. 

(a) at the time when protection u·as given. 
(b) in 1938-39; 
(c) in 1948-49 .. 

Question 23.-(a) Please indicate the significant fwtuns, if CdiY in tle stJucture cr.rl 
organisations of the protected and assisted ir.c'ustt its u ilh nqHt to : 

(i) the size of the units; (ii) their location (iii) the derelc1 m£nt of ccmbinations. 
horizontal or verticcr.l; (iv) the derelopments of ancillary industries awl 
(v) any other aspect that you may consider it necessary to mention ~ 

(b) Do you think {/>at the form or manner in tch ich protection or assistance ha.> been 
given to these industries has had anything to do u·ith these fE~tures_ 
Which of these features are in the interests of our economy and u·h,ch. are 
undesirable.? 
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Question 24.-If you consider that the undersirable features mentioned, if any, were 
due to any defects of deficiencies in the control exercised by Got·ernment 
over the protected or assisted ind·ustries please point out such defects or 
deficincies. 

Question 25.-To what extent has the protection or assistance afforded to an . industry 
resulted in-

(i) its progressive mechnization; 

(ii) the introduction of new econmies and other technical improt•ements; and 
(iii) the optimum utilisation of indigenous raw material and bye-products ? 

Please illustrate with example.s ~rawn from your knowledge or experience. 

Question 2ri.-Ilas the protection or assi.slance receit·td by our 1"ndustrics indwcd any 
substantial increase in the supply of:- . 

(a) teclmical personnel required by the industries; (b) skilled labo'Ur (c) Semi-skilled 
labour (d) a stabilized industriallabou·r force? 

Question 21 to 26.-Facts and jigueres hare been sent. by the individual units of our 
Association to the Fiscal Commission. 

Question 27.-To tchat exent, if .any lw.~ industrial research been intiated and fostered 
by the protected and u.ssisted indistries? 

As far as the Textile Industry in the South is concerned, a beginning has been 
mnue with the Cotton Textile Fund. It is proposed to establish a Research Ins
titute in Coimbatore to which the Industry and the Government will both make con
tributions and it is hoped that this Institute will start functioning in the near future. 
Question 28.-Do you consider that the revenue tariffs imposed in the past hat'e bad 

any apreciable effect O[l- the grou·th and developmtnt of our industries 
and the course of our·"export and import trade? If so, u·ould ycu illus
trate your finding u·ith some examples drau·n from the trade or ind·ustry 
of 1chich you llave knowledge or experience? 

Except in the case of .Japanese low priced articles when they were being dumped 
in Jnrlia at bC>low cost the imposition of revenue tariffs in the past have not had any 
apprPC'iaLle effect on the growth and development of our Industries or on the course 
of our export and import trade. 

Question 29.-(a) What trere the broad effect of the tariff policy pursued ~y Govern
ment bct1cecn 1923 and 1929 on the rolmne character and geograph?"cal 
distribution of our (i) import and (ii) export trade1 

(b) To tchat e:rtent u•as the relative importance of our demestic and foreign trade 
affected by this policy duing this period? 

Qucsaon .'JO.-Do yon think that the det·elopment of any protected industries tms ham
pered by the policies pursued or the measures adopted by Gonrnment 
tcith regard to matters other than protection 1 Please give examples. 

Quc8tion 31.-Jrhat in your assessment is tlle relativeimportanceofthe main cllange.~ 
in the pattern of our foreign trade which have taken place in the periods:-

(a) 1939-45 (b) 191G-.J9? 
Question 32.-Would you bn:cjly analyse the effects of the (a) legislative and (b) 

administratit'e measures relating to the control and regulation of 
our foreign trade u:hich Government lwve had to adopt during these 
periods on.-(a) our import & export tarde (b) the growth & develop
ment of our industries. 

During the period 1939-45 the volume as well as value of our exports of either 
wholly or partly manufactured goods increased as a result of the war, correspondingly 
our export of raw materials declined during the same period. The result of this 
has been the accumulation of Sterling Balances in favour of India. 
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32 (b). At the end of the War, because of lack of many types of imported aoodEr. 
which India could not procure during the war years, the Government oflndia all"'owed 
the import of many items of consumer goods as well as machinery to be imported 
~ore or less freely during this period. The net result has been that India today· 
IS partly an exporter of manufactured goods and an importer of certain raw materials .. 

As far as th~ Textile Industry is concer~e~ ?wing to the controls exercised by the· 
Government durmg the War years and prohibition of exports until recently we have 
lost valuable markets in Ceylon, Burma and other places. It has been a' welcome· 
feature to note the Government have now revised their policy to a. certain extent 
and are encouraging exports. 

Question 33.-To what extent have these changes affected ihe fundamental premises 
on which th~J recommendations of the Indian Fijcal Oommissi011 1921-22' 
were based1 Please illustrate your reply with examples drawn from 
the fr .de or industries with which you mag be concerned or about which
you may possess adequate knowledge. 

Since the War, local Governments have used the powers given them under the
Industrial Disputes Act drastically to increase labour costs and have also taken 
powers under various Provincial Acts to fix maximum and minimum prices for 
raw materials. In the case of sugarcane in particular the fixation of minimum cane 
prices under the Provincial Cane Acts can be used by Provincial Governments 
to give growers an undue benefit and thus nullify the effects of protection. 

Question 34.-ln the light of your analysis and appreciation what is the relative impor
tance you would attach under present day conditions to gooernmental 
measures for the promotion of our trade and industry which may be 
broadly classified under the following heads : 

(a) Fiscal measures: (b) Non-fiscal measures! 

It would be difficult to assess the value of the relative importance of Fiscal and 
non-fiscal measures regarding the development of Industries. But what is esJential 
is that there should be co-ordination between these two policies in order to industria
lise the country rapidly. But what we notice today is not only the lack of coordi
nation between the measures adopted in these two respects but what is done by the 
Centre is offset by the Provincial Governments. A glaring example of this discre
pancy is the multiple incidence of salestax even on commodities for which the con
trolled prices have been fixed by the Centre. 

Question 35.-Would you indicate the extent to which an appropriate tariff :poltcy 
can further our foreign trade and assist in the det•elopment of our indus
tries? 

It would be difficult to assess the exact extent to which a.n appropriate tariff 
policy can further our foreign trade and assessed in the development to Industries. 
But we can say that an appropriate tariff policy coupled with other non-fiscal 
measures can greatly assist in the development of Industries. 

Question 36.-What in your judgement, should be the objectit•es of tariff policy in the 
short period~ 

The objecties of the tariff policy during the period should be as follows :-

1. To increase production both Agricultural and Industrial by all possible means. 

2. To protect and develop those industries that have come into existence and 
supplied our essential needs during the difficult period of war. 

3. To help those Inlustries which can advantaJeously export so as to be able to 
earn Foreign Exchange. 
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Question 37.-The minorityreporl of tM Indian Fi.scal Commission 1921-22 expresseJ 
the view that there shGuld be an unqualified pronouncement that the 
fiscal policy best suiudfor India is protection. Do you agree with this? 

Yes. 
Que.stion 38.-If so, u•hat r-rinciples ana condition.,, u•ould yOtA lay down for regulating 

the grant of protection or a.ssistance! 

The only principle that should be followed for regulating the grant of protection 
is whether the development of a particular industry is in the National Interest. 
Question 39.-Would you in the application of the formula. or principles if any, or 

in the admini.stration of the policy in gf.neral, like special consideration or 
r-riority to be giren to any particular cla.sses of industry! If so, plea.se 
name the cla.sses. 

Bearing the above mentioned principle in mind each industry or class of industry 
should be treated separately on its merits. . 
Quution 40.-Do you agree uith the view that the grant of protection shO?Jld not be 

confined to infant indu.stries, but should be considered if necessary even 
before an industry is establi.shtd or when proposals for its establi.sh
ment are undf.r consideration? 

The criterion of any protection should be as we have mentioned before, whether 
the Industry should be established in the National interest. 
Question 41.-Please indicate your views on the various alternative meth<xh of 

protution e.g., (i) protxtive imporl duty. (ii) bounty or subsidey ; 
(iii) system of pool pricu e.g., the aluminium price pool which um in 
force tiU recently ; (iv) quantitative restriction of imports ba.sed on a 
guaranteed market for at lea.st a percentage of domestic production 
(u·hen such quantitl(l~ive re,triction.s can be imposed Without conjlicC 
u·ith pre-exi.sting agr'tements or commitments)? 

(b) Which of these meth.od.s .should be the normal method1 . 
(c) Would you like the appropriate methods to be determined in each ca8e tm it1 

merits! lf so, u·hat are the conditions you would like to bear in mi11a i?t 
selecting the method of protection 1 

It should be the duty ofthe Tariff Board to examine industry individually and to 
decide on the most appropriate form of protection. But we are against any system 
of pool prices as they are unsuitable to the conditions of free market and competition, 
The condition to be determined_in selecting the most appropriate method of protec. · 
tion should be the good of the consumer and the development of the Industry oq 
sound lines. 

Question 42.-What should be the Got:entment'sr-olicy and procedure u•here the situa. 
tion calls for only safeguarding or antidumping measures, as distinct 
frotn substantive protection, u•hether for m~all scale or large .scaf~ 
i"du.stril81 

'There the situation calls for safeguarding against dumping either a quantitativQ 
restriction or a quota system should be resorted to. 

Que~tion 43(a).-What 1lace tt'O'Uld you a.ssign to export duties in the tati/J system ill 
the futurt ! 

(b) Would you adt·ocate export control by duties or. otheru:i.se)for the purpJse 
of:-

We do not favour the imposition of export duties as they are likely to restrict 
·· our export trad' and ultimately reduce produ ~tion. 

(b) As regards export of manufactured goods, we would like to po:nt out that 
since Devaluation, Jndian Textiles are the cheapest ·m the World Market and the 
Government should take this advantage and allow Mills to export and also to charge. 
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prices comparable to those of World bvel without any restriction. At present thero 
is restriction on Mills in as much as they can only sell their goods at 8% over the 
ceiling rates fixed by the Governmer1t through a dealer or 10% directly to 
the foreign country. This restriction should be removed so as to enable the l\lills to 

·exploit the foreign markets and to earn valuable Forei~ Exchange. This is parti-
cularly so when we have to pay very high prices for our raw materials from outside 
which are uncontrolled. 

(i) safeguarding tht domestic consumer against critical shortages : 

Yes. 
(ii) Con.serving domestic supplies of raw materials for utili8ation by domestic 

industries? 

Yes. 'Ve would suggest that quantitative restrictions should b• imposed so as 
to ensure that raw materials which are in short supply in India itself are n)t. expart:d 
in any way. 

Question 44.-What ji8cal measures, if any, u·ould you recommwd to enable an estab
lished industry to maintain its £xports? 

If it is found to be in the national interest to encourage exports in a particular 
Industry the Government should give all possible stimulus to such an undertakin~ 
such as concessions in freight, a relief in taxation on profits earned abroad and 
as a last resort, subsidies. They should also make available stores, raw material 
etc., at the lowest possible cost. 

Question_ 45.-llave ;r,ou any comment8 on tht method by which the Tmiff Board at 
pe8er.t fixes the quant·um cj protection (the IT.tihod8 of co'inpnring the 
fair selling price of the domestic r;roduct with the land<d ce:st of the 
imported porduct)? 

'Ve are in general agreement ofthe present method of comp,uing fair selling 
prices of the domestic product with the landed product but in arriving at the fair 
selling price of the domestic product due allowance should be made for the 
freight differences within India itself and also to the fact that some units 
through no fault of their own may n0t be as efficient as others within Inrlia itself. 
Question 46.-JV auld you recommend variations in dutie.s to meet mriations in import 

costs1 

Question 47.-Where protection is to be given by tariffs, what are the considerations 
uhich yc11, think should gorern the choice between the various alternative 
forms of duty such as specific ad valor,'m compounds etc., 

46 and 47 .-Wo are of the view that proJfcrence should be given to spccifi·J 
duties. 

Question 48.-What do yon think oj the utility and practicability of tariff quotas? 
Careful consideration should be given to the quantity of the indigenous manu

facturers before making use of tariff quotas. 
Question 49.- Tr auld yort like a minimltm or a maximum duration to be laid dou-ri 

for 'fTOfective meas1J,TE.S 1 
A minimum duration should be laid down for any protective measures and 

not the maximum one. The duration itself should vary with the Industry concerned 
and should be sufficient that the Industry to compete on equal terms "ith foreign 
manufacturers before protection is lifted. 
Question 50.-Are yo>J, sr.#,<J_;'ied wt"t.h the existing system of revenue tariff classifiecdzon! 

Ifnot,:wN£i are its defects and what changes would you suggest? Can, Me 
existing S!Jstem be so modified as to reduce the burden Ol: the consumer 
without any ap}reciable loss of revwue to the public e:J:chequer? 

\Ve are of the view that the present system of Revenue classification needs a 
complett\ revision as many ~aterials which were not previously regarded as materials 
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for Industrial use are now recognised as such and individual industries should be 
taken into consideration in such a revision. 

Question 51.-Haviizg regard to :-
(a) the future structure of our foreign trade. 
(b) the anticipations relating to the course of international trade (underlying the 

Havana Charter on Trade and Employment) and (c) the broad lines 
of our Industrial Policy a.s laid down in the Btatement of the sixth April 
1948, would you attempt a formulati?n of the objectives of our long-term 
fiscal policy? 

The objectives of our long term fiscal policy should be :-
1. Development of the natural resources of the c~untry through rapid Indus

trialisation. 
2. Attainment of self-sufficiency in the basic requirements of food and clothing 
3. The increase in the volume of export and import trade. 

Question 52.-In order to facilitate the objectives of our fiscal policy, do you think it 
would be necessary for Government or quasi-Government institutions to 
participate in foreign trade (a) in the short period and.. (b) in the long 
run? 

We \\ish to state, we are against participation by Government or Quasi-Govern
ment institutiollB in any form of foreign trade. We should like to cite an example 
of the failure of attempts by the Central Government to purchase Yam and Cloth 
from the Indian :Mills for sale in Pakistan the amounts relating to which are still pend· 
ing and in many cases the Government have requested the l\fills concerned to take 
back the bales. Such confusion would not have taken place if the trade has been 
left to the usual trade channels. 

Another example is the purchase of Sudau Cotton by the Government which 
was supplied to the l\Iills at an abnormal price and afterwards this cotton was not 
found useful to spin 60s and l\Iills lost heavily on this account. 

But as an alternative to Government Trade, a very efficient method would be 
for the Industry to purchase on a Cooperative basis from other countries its 
requirements of raw materials and stores so that ultimately cheapness will result. 

Question 53.-If your answer to the above q·uestion is in the a,ffirmative tvhat form of 
Government or quasi-Government organisations would you recomme·nd? 
What would be the limits to their activities, and what conditions if any. 
would you impose on their functions? 

It does not arise. 

SECTION E 

Question 54.-The Indian Fiscal Commission of 1921-22 suggested several supple
mentary measures as an aid to the tariff policy which they had recommen
ded. Would you enumerate the non-fiscal measures that Government 
should now adopt in furtherance of any approved fiscal policy both. 
(a) in the short period and (b) in the long period? 

Question 55.-ln particular have you any special suggestions to make as to how Go
vernment could facilitate :-

(a) the supply of essential industrial raw materials where these are not readit!l 
available in tlte country,· 

(b) the supply of essential plant_ and machine,.Y; 
(c) the supply of cheap fuel or power; 

18 of M. of Com. 
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(d) the prooision of cheap, adequate and quick transport both for the movement of 
raw and semi processed materials and their finished products, made 
available under a scheme of rationalized freight structure; 

(e) the supply of technical personnel of different grade8 ; 
(/) tile supply of technical information about industrial methods and processes; 
(g) the supply of industrial finance, both for use as blOck and as working capital1 

54 & 55. We are in general agreement with all the non-fiscal measures 
suggested therein. 

Question 56.-How and to what extent could the trade and industry co-operate with 
Government in the provision of such facilities.~ 

Question 57.-Do you think any special types of organisation would be necessary (a) 
to secure this cooperation between industry and trade and (b) to prot·ide for 
the orderly supply of the facilities enumerated in Q. 55 or for the 
supply of such other facilities as may be considered necessary.~ 

56 & 57. In~ order to facilitate greater cooperation between the Industry on the 
one side and the Government on the other, Trade and Industry should be given pro
tected seats in the Provincial and Central Legislature. 

Question 58.-What are your general views on the suhject of Imperial Preference
particularly in the light of the principles underlying the general Agree
ment on Tariffs and Trade and the Havana Charter on World Trade 
and Employment~ 

Question 59.-The Indian Fiscal Commission of 1921-22 recommended that, ·if the 
policy of Imperial Preference was adopted on the lines indicated in their 
Report, its application should be governed by the following principles :-

(a) that no preference should be granted on any article without the approval of 
. the Legislature; 

(b) that no preference given in any way should diminish. the protection required 
by Indian industries; 

(c) that preference should not involve on balance any appreciable economic loss to 
India. 

On the assumption that the scheme of Imperial Preference is continued, would you 
consider the above principles adequate? If not, would you formulate a 
comprehensive set of principles thai may be applicable to the circum
stances of the present? 

58 & 59.-In view of the altered relationship between India and the other Com
monwealth countries the principle of preference should be judged individually on 
its merits and use it to our advantage in the formulative period of our Industries. 
But it is desirable to retain the freedom of having preferential tariff where it is neces
sary, if thereby the country's trade would benefit. 

Question 60. WO-uld you make a broad analysis of the effects of the preferences granted 
and received by India and U.K. respectively under Indo-British Trade 
agreement of 1939, as modified by the prooisions of the General Agreement 
on Tariffs and Trade under the following her.uls. 

(a) Expansion of trade; 
(b) Customs revenues; 

Question 61.-Pleas~ attempt a similar analysis in respect of the trade between India 
on the one hand and the other Commonwealth countriu and the British 
Coloaies on lhe ol.her. 
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Question 62.-In what direction and to what extent do you think the preferences on 
imports into India have affected the burden on the Indian con.mmer1 
Could you attempt a quantitative assessment with reference to some 
major preferred imports1 

Question 63.-Is it possible to make a similar estimate of the extent to which our exports 
have expanded as a result of the preferences received by u.! in the U.K. 
the Dominions and the other Briti.sh territories1 

60 to 63. In view of the abnormal Wartime conditions and""inff.ated prices it is 
difficult to make any conclusions. 

Question 64.-Apart from the economic advantages that may be derived from these 
mutual preferences, do you think that they confer any bargaining strength 
on India vis-a.-vis (a) the United Kingdom and other Commonwealth . 
countries and (b) non-commonwealth countries1 lf so, please illustrate 
your answer with some examples. 

Question 65.-(i) In the light of your replies to the above questions would you formulate 
your views on the desirability of continuing the existing system of pre
ferences between (a) India and the United Kingdom (b) India and the 
other Dominions and (c) India and the other British territories1 

(ii) If you are not in favour of continuing the exiating system what modifica
tions would you suggest1 

64 & 65. In view of the Devaluation of currencies the whole question of Im
perial Preference should be completely re-examined. 

SFJ9TION G 

Question 66.-(a) Do you consider that industries receiving protection or assistance 
from Government owe a special obligation to the rest of the community 
as regards the manner in which they render their services1 

(b) If so, please state your views as to these obligations under the following heads: 
(i) price policy and price structure ; 
(ii) wages and conditions of labour; 
(iii) adoption of technological improvements; 
(iv) initiation of research in the technique of production and distribution; 
(v) training of apprentices and Government scholars and stipendiaries; 
(vi) control over the distribution of the products of protected industries in certain 

contingencies. 

(a) Yes. (b) (t') If the tariffs have been assessed correctly and fixed and the 
imports on that basis are allowed freely it will work as a corrective against any 
profiteering. -

(ii) We fully recognise that with the progressive development of industries 
there should be a gradual improvement in the living conditions of labour and in their 
welfare. In this connection there already exist the Indian Factories Act 1934 
safeguarding the interests of labour, supplemented by recent Central and Provincial 
legislative enactments in the form of the the Industrial Relations Acj;, Minimum 
\Vages Act, Employees' State Insurance Act, etc. Besides it is also contemplated 
to enact legislation for Fair Wages. In as much as all these legislative measures 
will apply to the whole field of industries, we are of the view that no special legisla
tion is necessary for safeguarding interests of labour in protected industries. 

3, 4 & 5. It should be the policy of the Government to make technical im· 
provements available to the various industries so that they can reduce the <lost of 
production which ultimately result in the removal of pxotection. · 
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. 6 .. It should be. dealt with as and when contingencies arise. But control 
should only be resorted in times of grave shortage and emergency. 

Question 67.-(a) Is it necessary to stipulate that no protected or assisted industry shoulcl 
~ngage in any restrictive practice in respect of (i) production, (ii) distri
bution or (iii) prices 1 

(b) What general principles would you suggest to regulate the right of association or 
combination of the different units in a protected or assisted industry ? 

Industries receft'ing protection or assistance should be discouraged from form
ing combines or from resorting to any deliberate curtailment of production or in
crease of prices. 

(b) It is impossible to lay down conditions beforehand nor it is necessary. 

Question 68.-Would you lay down any conditions regarding the financial structure of 
the industries receiving protection ? 

It will be difficult to lay down conditions regarding the financial protections. 
Question 69.-(a) Are you -satisfied with the present arrangemwts for the standardiza. 

tion and cor.trol of the quality of industrial products? In particular, 
do you think that any special arrangements for the cordrol of quality of 
the products of protected and assisted industries are necessary? 

(b) If so, wo11ld you impose this duty on the protected or assisted industries through 
such special organization as they may set ilp with the approval of Gourn
ment or would you set up any special institutions outside these industries? 

(c) What in your view shollld be the structure and functions of such organisation3 
or instituticns 1 Should they be professionally expert bodies or be com
posfd of representatives of the different interests concerned? 

We would suggest the fixation of certain minimum standards of quality parti
cularly for the goods that are to be exported. With any Body that may be set up 
in order to establish and to maintain these standards of quality the Industry con
cerned should be fully associated. 

Questicn 70.-Eo you think that the obligations should be embodied ir. the rel(tant 
· statues dealing with protected or assisted industries or be left to be·pres

cribed by the tariff-making machinery on an adhoc basis, in each indi
vidual cases of an industry seeking protection or assistance ? 

. Any applications should be left to the tariff making machinery on an ad hoc basis 
in each individual cases. · 

Question 71.-(a) Do you consider that any SJ>ecial administrative machinery is .neces-
sary to ensure that these obligations of protecte~ l!nd ~sisted i~ustrz.e.s are 
duly discharged? If so, what form of admmtstratlve machmery would 
you s11ggest 1 

(b) Or, wo11ld you prefer that this function sho1dd be er.tru~te~ to a s~eci~l wing 
of the ta1ifj-makinfj machinery or of ar.y other exzstmg organzzatwn 1 

(c) Or, do you think that it will be necessary or desirabl~ for f!m:ern~n_t to be 
represented on the management of protuted o·r ass-zsted mdustrzes tn order 
to ensure that these obligations are carr-ied out in the spirit in which they 
are conceived 1 

(a) & (b) We do not consider that any special adill:inistr!l'tive ~achinery is 
necessary to ensure that the obligations of protected and assiSted mdustne~ are d~ly 
discharged. The Tariff Board should be able to watch the progress made by mdustnes 
which have been grantedprotection and review periodically on suitable recommenda-
tions. · 

· (c) It is not desirable for the Government to be represented on the management 
of protectt>d or assisted industries. 
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SECTION H 

Question 72.-In the light of your replies do you consid{'r that the existing administra
tit·e organisations u·ill be adequate to deal tl'ith the problems of imple
mentation that may arise out of Government's acceptan~ of a compre
htnsire policy as re9ards (i)fiscal measures and (ii) non-fiscal measures! 

Question 73.-If not, u·hat organ~'lltional changes U'Ould you proprue in. the existing 
machinery of Got•etmnettt dealing u>ith tl1ese subject.! 1 · 

Question 7.J.-(a) It has been suggested that it rnight be n{'cessary to set up one compre
hensit•e organisation (partaking of the nature of a Trade and Industrial 
Planning Commission) subdit·ided into suitable branches to deal with the 
planning and trecution of mrious measures, relating to (i) tariffs, (ii) 
other fiscal measures and (iii) non-fiscal rneasure.s, etc. Do 11ou agree 
with this t·iew ! 

(b) If so, 1t'Ollld you indicate the type or organ.izational chart that you have in 
tnind~ 

Quution 75.-(a) A.lterr.atit-ely tt'Ould you prefer a series of specialised organisations 
de a ling u-ith these particular subjects ! 

(b) ,If so, how U'Ould you correlale the functions of these administratit·e organt'sa
tio118 ! 

Question 76.-As a Jurtheralternatitoe tL'OUld you favour only one Technical Organisa
tion dealing with Tan:tfs leaving the other subjects to be dealt u-ith by tha 
d1:tferent .Jlinistrits concerned more or less in the manner followea at 
present ! 

Question 77.-Trhatet·er may be the .!(hlcture of the 1-lanning and coordinating machinery 
tlwt you tnay Jamur, do you agree that a specialised organisation for 
tariff purposes is essential to the implementation of a scientific tariff 
policy 1 

72 to 77.- We think that the present machinery for the implementation of a 
comprdwnsi,·e policy as regards fiscal as well a.s non-fiscal measurt"-S to be insuffi
cient and that appropriate machinery should be set up not only for the coordina
tion of these two measure.s but also for the coordination between the policies of the 
Central and the various Provincial Governments. We would also suggest that the 
Tariff Board should have adequate technical assistance in coming to their decisions 
on the protection of industries. 
Question 78.-IJ so, 1t'Ould you agree tcith the recommendations of the Indian Fiscal 

Commission of 1921-22 that the Tariff Board or the Tart:tf Comrni.ssion 
should be: 

(i) a permanent body of !ligh sta11ding, 
(ii) consisting of members u·ho are of high ability, integrity and impartiality 

preferably u·ith a l.:no-u·ledge of economics and a practial acquaintance 
1cith business affairs 1 

II are yo11 r;ot any other t·iews on the status and structure of an appropriate Tariff 
Board or Cornmissio-r.. 

Yl's. 

Que.stion 79.-Trl!at in yo!J.r tiew, are the approJ.riate Junction& of a Tariff Boara ! 
· Do you agree u·ith the recornmendations of the Indian Fiscal Cornmission 

of 1921-22 on this subject1 
Question SO -Do yo1t consider tlwt the existing functions of the present Indian Tanf! 

Board as laid dozrn in tl1e Got·ermnent of India Re.solutions of Not•ember 
.1, .79-1.5, ... Yot·ember 2fi, 1917, and August(], 1918 (summarised in the note 
to Section B) are adequate 1 If not, u·hat changes u'Ould you suggest ! 
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79/80. The existing functions as laid down by the Government on 3-11-1945, 
26-11-1947 and 6-8-1948 are adequate. 

Question 81.-(a) Do you consider that the present structure and organisation of the 
Tariff Board are adequate for the dis,harge of the duties wtrusted to it 1 

(b) If not, what structural or organi..qational changes would you propose? 
The present structure and organisation of the Tariff Board are adequate. 

Question 82.-Do you think that the present procedure under which an industry's fit
ness for protection is considered only on application by that industry is 
sound 1 If not, how would you like it to be modified 1 

Yes. 

Question 83.-In any case, should the pressent procedure be modified so far as small 
and unorganised industries are concerned 1 If so, in what direction? 

No. 

Question 84.-Where the procedure provides for an application for protection, should 
the application be addressed to Government or to the Tariff Board ? 

In view ofthe delay caused by applying to the Government and the Government 
after satisfying themselves that there is a prima facie case before recommending 
to the Tariff Board applications should be received directly by the Tariff Board 
and if they feel that there is a prima facie case then they should take up the question 
of protection. 

Question 85.-What modifications would you suggest in the present procedure to 
make it more expeditious 1 

Refer answer above. 

Question 86.-Have '!JO?i any im~rovements to suggest in the Tariff Board's pre.qent 
working methods (including the procedure for public hearings) 1 

No comment. 

Question 87.-Do you considEr that the Tariff Board's recommendations should normally 
be accepted by Government and implemented by it 1 

QuEstion 88.-(a) Having regard to the nature of the duties and functions entrusted 
to the Tariff Board, do you consider that it should be placed on a statutory 
basis 1 

(b) If so, should the statute lay down only the composition and functions of the Tariff 
Board or al6o include the general principle governing tariff policy, the 
general procedure to be followed in tariff enquiries and the manner of 
e'Tiforcement of the obligatior.s of protected or assisted industries 1 

(c) To what extent would such statutory provisions militate against flexibility, 1 
How could the possible risk of rigidity in procedure and administration 
implicit in statutory provisions, be either eliminated or reduced ! 

(a) Yes. The Tariff Board must be placed on a statutory basis. The 
statute should lay down the composition and functions of the Tariff Board, and the 
general principles governing Tariff Policy. But the general procedure to be followed 
in tariff enquiries and the manner of enforcement of the obligations of protected 
industries should be left to the decision of the Board itself. 

(c) The statutory provisions should be framed in such a way as to allow the 
maximum freedom to the tariff Board in their enquiry and no rigidity in procedure
should be ]aid down. The Statute should also empower the Ministry to change the
composition except the Chairman as often as is necessary for the particular industries. 
that are under investigation subject to the members possessing the other qulifica.
;ions already la.id down by Statute. 
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INDIAN NATIONAL SUGAR MILLS WORKERS' FEDERATION, LUCKNOW 

Memorandum submitted to the Fiscal Commission, Government of India, on behalf 
of the lndian National Sugar Mill Workers Federation (Affiliated to the Indian 
National Trade Union Congress) by Dr. P. K. Choudhuri, Senior Vice
President. 

The rapid expansion of the sugar industry in India under the spoon-feeding 
of protective assistance is undoubtedly a matter of great significance for the coun
try's industrial enterprise. In the year 1930-31 India had to import 9 Lakhs 
tons out of its 12 Lakhs tons of sugar consumed, whereas, in 1940, she, meeting 
her bare demands, started thinking of exports. The production of white sugar 
in India was only 1,20,000 tons in 1930-31. The tariff protection, besides creating 
a buffer wall for the industry against foreign competitions has guaranteed it on a. 
basic working condition, a scheduled income of 10 per cent on the block capital 
(including taxes) for a factory of 750 tons having. a crushing season of 100 days 
and a recovery of 9 · 5 per cent. From its most wretched condition in 1930-31 
the industry reached its maximum production of 12 Lakhs tons in 1943-44. So 
far as the percentage of recovery is concerned although for lack of scientific methods 
of farming and climatic conditions obtained in Java and other sugar producing 
countries of the Pacific Ocean Area the Indian Industry has yet failed to reach 
a recovery at par with those countries, it is undoubtedly a great success for the 
Industry to have reached a recovery as high as IO· 28 in 1942-43 and 10•02 in 1943-
44 with a start of 8 · 89 per cent. immediately before ,the protection was given. 

Condition of wages :-Before the war the total wage for a sugar factorv wor
ker was Rs. 7/5/- a month i.e. -/4/6 per day. It has gradually in~reased to Rs. 
1/13/9 per day in January, 1949. There has been a corresponding. increase in the 
sugar price from Rs. 6/6/7 in 1936-"t7 against cane price at t~e rate of -/4/- per rod. 
toRs. 35/7/- in 1947-48 against cane price of Rs. 2/- and Rs. 29/7/- against cane 
price at Rs. 1/10/- in 1948-49. The present labour cost works out at about 10 per 
cent. of the sugar price. The cost of raw material is about 60 per cent. of the sugar 
price and the remaining 30 per cent is allocated in various heads such as cost of 
manufacturing including stores, depreciation, overhead charges, taxes and profits. 
Although no figures may possibly be availed on this score, the industry undoubtedly 
makes an appreciable saving in the manufacturing and labour allotted in the sugar 
price. In the year 1947-48 sugar price was fixed at Rs. 35/7/- per rod. An additional 
income of Rs. 2/- per md. was allotted to the Industry in the sugar price over 
and above the scheduled profit of 10 per cent. on the block capital. That has 
fetched an extra income of about 5 Crores and 50 Lakhs of rupees to the Industry. 

From the rapid development of the Industry within the period from 1932-33 
to 1945-46 it is easy to appraise the total profits earned by it which made the in
vestment of such huge capitals possible. Moreover although it is not possible 
for us to place accurate figures, a peep into the accounts of the 130 sugar 
factories in India which have existed since 1934-35 will convince the Commission 
of our submission that most of these factories have already distributed a total 
dividend of 3 to 4 hundred per cents up-to-date. In the same way the total amount 
accounted for and realised as depreciation is apt to have reached a figure almost 
equal to the paid up capital of the Industry, if not at least to its 80 per cent. It 
is interesting to note that the owners of this Industry have, from the very start. 
lacked very hopelessly in wisdom and farsightness which are prerequisites for the 
economic soundness of an industry. They have behaved just like traders who 
care to purchase a commodity from one market of a city and to sell it at another 
market at a bargaining price. It is ::>hocking to find that 80 per cent. of the 
sugar factories of India have accumulated no reserves to meet successfully 
slumps and crises. They stand at the sweet-will of t~e financing banks with whom 
they enter into a cash credit transaction. It is all the more shocking to find that 
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while the amount realised from year to year as depreciation ou,?ht to have been 
kept reserved for the replacement of old machineries by new and up-to-date ones, 
tht~ appears to have gradually disappeared perhaps in investments on some other 
umts .. 

Conditions of raw materials :-For the maximum efficiency and production 
-ever:f in?ustry has to be rationalised. Ratio~ali~ation does not mean only stan
dardisatiOn of the man-power. The standardisatiOn of the machine-power as well 
as maximum availability of quality raw materials are also none the less essential. 
'T~e sugar factory owners have long been raising a false cry of efficiency with a 
VIew to obtain permission from the Govt. to retrench man-power but they have 
been conspicuously inactive and indifferent towards the other two necessities of 
·efficiency and production which are up-to-date machineries and arrangfments to 
·secure quality of canes yielding maximum amount of sugar. Comparative over

·loading of staffs is not so much injurious to the Industry as the shortcomings in 
-other two heads. _1'he sugar mill owners of U.P., specially of the eastern districts 
now cry for shorter seasons which ultimately affects the average production of 
India as a whole but in spite of such high profits earned under the parental care of 
protection, the industry has not cared at all for the development of canes on scien
tific lines which only could keep it alive. The immediate result of this indifference 
has been an abnormally shorter season in the eastern districts of U. P. and Bihar
-otherwise India could by this time undoubtedly stabilise her production to 1 · 5 
millions tons per year. 

The sugar Industry is outstandingly ill-managed which not only affects its 
-economy but also its efficiency. The expenses incurred on account of wages to 

· workers are comparatively low whereas the overhead charges of supervision and 
management are too high. The salaries of the supervisory Officers range from Rs . 
.500/- to Rs. 3;000J- as generally against their academic qualifications and techni
-cal efficiency which are not in keeping with the high remuneration given them. 
'The obvious reason for this appears to be the undersirable and anti-social methods 
very often adopted by sugar factory owners which make it incumbent on them 
to provide personnel of less technical skill at high remuneration only to aid and 
:abet their corrupt practices. Really efficient techrucal personnel are essentially 
necf'ssary for the enhancement of the ·efficiency of the industry. The remunera
tions of the Managing Agents or Managing Directors as salaries and also as commis
•sion on sugar produced or sold and in certain cases as a specified fairly high percen
tage on the nett profit, take away the cream of the profit and leave comparatively 
less fair amount to be apportioned by the share-holders, workers a:rid for floating 
the reserve fund. Rationalisation of the expenses of supervision and management 
is of essential importance and there should be scope for efficiency-bonus to 
workers as an incentive for greater technical skill. Advance budgets of the pro
bable expenditure of various factories allocated in different heads of account and ap
proved by a permanent composite board of technical and economic experts are 
worth a trial. The plantation industry under European management has long 
been adopting this method. 

Attitude of the sugar mill owners and the Sugar Syndicate.-Although with the 
thriving of the industry and consequent multiplication of sugar factories all over 
the country specially in the U. P. and Bihar there has been an automatic expamion 
<>f the area under cane cultivation, the mill owners have practically failed in their 
duty of developing quality canes and their intensive production, which only 
-can keep the industry alive. Moreover mal-practices have been not infrequently 
resorted to at the cost of the illeterate growers. Since the formation of the Indian 
Sugar Syndicate to organise and promote sale of sugar, utmost efforts have been 
made to keep the sugar rate at a high ebb. The monopoly and statutory recog
nition of the Syndicate, as the sole promoter of sales and fixation of basic prices, 
has very adversely affected the consumers' interest as well. l\Ioreover instances 
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are on record where the Syndicate as the guardian of the Industrialists, has tried 
to put coersive pressure on the Government on the fixation of sugar price at its con
venience and choice. The Syndicate has obviously tried to feed the vested interests 
of its constituents totally ignoring the greater interest of the country. It goes 
'\\ithout any fear of contradiction that the recent freezing of stock by the Govern
ment was an emergency created by the millowners under the protection of the 
Syndicate due to abnormal bargains at the cost of the country. A regular tussel 
has yet been going on for the revision of the sugar price which, according to the 
Syndicate, ought to have been Rs. 30/4/- per md. The crushing season in the 
central and western districts orthe United Provinces ought to have started by the 
third week of November at the latest owing to the large yield of sugar-cane in 
their area and the consequent necessity of crushing canes totally before it is incon
venient for excessive heat of the summer season to prolong the season beyond reason
able limits. The Syndicate has undoubtedly been at the back of these coersive ten
dencies of its constituents. So the logical conclusion drawn from this intentional 
<lead-lock in the industry leads to the fact that the Syndicate has outlined its uti
lity and should be dissolved forthwith and an all;India sale's. organisation with an 
.advisory committee composed of all interests should be formed to promote and · 
regulate the sale of sugar. This organisation will have its branches in all sugar 
producing provinces and States' Unions and push the sale and equitable distribution 
of sugar through consumers' co-operative societies. 

Private Ownership vis-a-vis Nationalisation.-The sugar industry has actually 
reached this stage at which nationalisation is easily practicable. The Indian National 
Trade Union Congress which has, in its fold, the vast majority of the sugar 
workers of India, feels bold to give its pledge of maximum working efficiency in 
-case the Government decides to nationalise the industry. Majority of the sugar fac
tories of India have already given AJvidends to the extent of at least more than two 
hundred per cent. So in case of those factories whose dividends have already 
_gone at par with the paid-up capital and the amount drawn on depreciation has 
been at par with the price of the machineries the question of paying compensa
tion should not arise. Others which have not yet reached that stage should be ade
quately compensated. 

. \Ve entertain a firm belief in the success' of the industry under State owner
~hip. It is then only that this premier industry -of the country might stand ~m 
Its own legs even \\ithout protectjve a~sistal')ce after oQly a few years otherwise 
all attempts to stop capitalistic bungling \\ill be abortive and spoon-feeding must 
have to be kept alive at all on behalf of the National Sugar Federation of the Indian 
Natio?a~ Trade Union Congress. We would appeal to the Commission to kindly 
.submit Its recommendation in favour of immediate nationalU:;ation of the sugar 
industry. 

Cll!im of _protective assistance :-The industry at this stage needs being given 
p~otective assistance for a maximum period of five years on the following condi
tiOns:-

I. The extent of Government control should be determined by the technical 
:per.sonnel of t_he Tariff Board or any other committee suggested by 
1t m case pnvate ownership is allowed to continue. . · 

II. The fa~tories should be located in areas ensuring maximum supply of 
quality canes and having easy transport facilities. 

III. Balancing of unbalanced plants. 

IV. Improvement of manufacture by the production and supply of deve
loped and fresh canes, using ultra-modem methods of processing 
mth co-related mo~lem units and shortening of the process ensuring 
total loss of sugar m cane not more than 2 per cent. and the quality 
not inferior to D27. · 
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V. Purchase of canes through a single organisation i.e. cane co-operative 
societies. 

VI. Financial and technical control of the factories should be made with 
very strict scrutiny by the Government. 

Vll. These five years of protection should spent in developing collective 
farms of canes with high fibres and high sucrose content and a mini
mum yield of 700 Mds. per acre. 

VIII. Intensive development of bye-product industries such as paper and 
card-board factories from baggasse vitaminised confectioneries from 
sugar, east for animals and human consumption and road surfacing 
materials from molasses, fuel and manures from Press Cakes. 

IX. Development of good roads and their feeders for easy and quick trans
. port of cane so that fresh canes may be available for crushing. 

Table showing the number of sugar factories in the United Provinces and India and the 
condition of production from 1931-32-1945-46 

Year 

1931·32 
1932·33 
1933-34 
1934·35 
1935·36 
1938-37 
1937·3.'1 
1938·39 
1939·40 
1940·41 
1941·42 
1942·43 
1943·44 
1944-45 
1945·46 
1946·47 
1947·48 
1948·49 

No. of fac- No. of fac· Sugar produced in Sugar produced in Recovery Recovery 
tories in torie~ in U. p, India in U.P. in India 

U. P. India 

14 32 73,000 Tons. 1,5~, 781 Tot" 8.59 8.89 
33 67 1,40, 00() Tons ~,90, 177 Tons 8.53 s.ee 
60 112 I', 74,000 Tor.s 4,53,965 Tons 9.08 8.80 
65 130 3,16,000 Tons 5, 78.115 Tons 8.56 8.66 
67 137 5,30,000 Tons 9,32,1 CO Tons 9.3 9.29 
68 137 6,09,000 'l ons 1,11,400 Tons 9.65 9.50 
68 136 5,31,COO Tens 9,30,700 Tons 9.18 9.38 
69 139 3,20,000 Tons 6,50,!100 'J ons 9.14 9.29 
70 H5 6,60,000 Tons 12,41,700 Tons 9.3; 9.45 
70 148 5,13,:'100 Tonij 10,25,400 Tons 9.87 9. 70 
70 150 :i,82,900 Tons 7.78 100 'Ions 9.8; 9.69 
71 150 6,12,500 Tens 10,70,700 Tons 10.16 10.28 
70 1!>1 7,27,100 'Ions 12,16,400 Tons 9.12 10.02 
67 144 5,28, 900 'Ions 9.R5,100 Tons 10.~2 
6i 150 5,15,000 'Ions 12,00,000 Tons 10.Q9 

5,25,800 'l'ons 10.03 
0,0~,600 Tons 
5,31,370 1 ons 

9. 83 
9.98 

Table showing per capita consumption of sugar in various countries of the world :-

United Kingdom 106 lbs. per head 
U.S.A. 97 

" " 
Brazil 34 

" " " 
Australia ll6 

" " " 
France 52 

" " " 
Germany 52 

" " ,. 
Cuba 88 

" " " 
Java. II 

" " " 
Japan 33 

" " " 
Union of South Africa 47 

" " " 
India 27 

" " " 
(induding 20 

lbs. gur} 
from the above table it is evident that the per ear-ita consumption of sugar in 
India is the poorest of all countries of the world only 7 per cent. So there ismuch 
scope yet for expansion of internal trade by diverting more canes to sugar Fac
tories which should be competent enough to make intensive productions. In 
striking contrast to this glaring prospects there is a gradual decline in cane yield 
in the most suitable cane growing areas of eastern U. P. and Bihar where about 
60 factories of the country are located. We hold the total indifference of the 
millowners towards development of canes in quality and quantity solely res
ponsible for this impending calamity in the Industry. They have been made after 
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begging high profits behind the shelter of protection without earning to purse the· 
av-ailable source of raw materials. 

If we examine the percentage of cane used for different purposes in 1943-44 
we find that only 25 per cent. of the total cane produced in the country was utilised 
by the sugar factories as against 50 per cent. in manufacturing gur. This is not. 
at all encouraging for the industry. It also means that no attempts have been 
made to grow quality and high fibres canes in sufficient quantities more suitable· 
for sugar factories only, with the result that half of the cane of the country has
been utilised in manufacturing gur. It also indicates that given proper attention 
to the development of quality canes, India could easily produce at least 2 millions
tons of sugar. 

Lastly it is really a tragedy that in spite of India's premier position among the· 
sugar producing countries of the world and its great prospect for much higher pro
duction, sugar has been very scarce in the count:.;y and selling at a very abnormal. 
price. The Govt. of India should conduct a searching enquiry to find out where· 
sugar has gone. With the partition of India into two contiguous States and. 
Pakistan's refusal to purchase India sugar on the plea of high prices and its inade-
quate import of sugar from foreign markets there are reasons to apprehend. that 
much of our sugar has gone away through resourceful intermediaries at high 
bargains to the rural areas of Pakistan where sugar was almost a myth. To what· 
extent the different sugar marketing organisations and the millowners are res-
ponsible for this national tragedy the Government is to ascertain. 

We again emphasis on our appeal for the immediate nationalisation of the· 
sugar industry which is really proticable and requires only boldness of the State· 
for its materialisation otherwise this premier industry of the country will have its· 
doom's day in no distant future. 

THE C. P. AND BERAR MILLOWNERS' ASSOCIATION, NAGPUR. 

I am directed by the Committee of the C. P. and Be,~rar Millowners' Associa-
tion, Nagpur, to refer to the Commission'~:> lette:r No. l-Fis/A(5)/49, dated the 
25th June 1949 forwarding a copy of the questionnaire issued by the Commk.sion 
and desiring the views of my Comn..ittee on the scope and purpose of the future 
fiscal policy in geneil'ally and specia,lly their replies to the questions rl\ised under· 
different sections of the Questionnaire. 

2. At the outset, I am desired by my Committee to point out that although 
my A&sociation is directly concerned with the affairs of the textile industry in this
Province, in view of the fact that the future fiscal policy of the country is directly 
bound up with the general economic and agricultural development of the coun
try as a. whole, their views are not therefore mainly concerned with the texHle in
dustry but generally cover the entire sphere of the tt'ade, commerce and industry 
of the country. · 

3. l\Iy Committee wish me to emphasise that it is essential to include such. 
vital subjects as the effect of the existing structure of taxation on industry and the 
plact. of foreign capital vis-a-vis the fiscal policy within the ~>cope ,,f the enquiry 
entrusted to the Fiscal Com.rr.ission. 

4. Secondly, on account of the low-profit margins as ,1. result of steep direct. 
taxation, it has become almost impossible to raise capital for industrial and com
mercial projects, however sound and promising they may be. That means there
is little scope for capital fqrmation in the country at present, although the need 
for the maximum amount of capital formation was at no time greater for an eco
nomically backward country like India. The existing tax structure which has. 
admittedly been a. lopsided one and unbalanced and wholly regressive in its effects 
on industrial development needs, therefore, to be exa.mined in all its aspects in rela.· 
tion to the objectives of the appropriate fiscal policy that may be evolved. 
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5: Ano.ther import:ant aspec~ which seems to require emphasis is in respect 
-of foreign capitaL Certam categorical statements made by the Ministry of Indus
·try and Supply have legitimately given rise to fears whether the full implications 
-of the policy of forei~ capital vis-a-vis the fiscal policy of the country have been 
properly assessed and ~ealised. For example, the recent statement made by 
-Gov€~nment that even m the sphere of p.rotected industries "when protection is 
conferred on a particular industry, all the units cf that industry, whether Indian
owned or not, will be automatically entitled to cl1•,im benefits of such protection" 
raises certain vejty pertinent issues in respect of the grant of specia.I assistance to 
enterflil'ises, the ownership and management of which are essentially in national 
hands. Foreign conc{')rns have already been allowed to establish themselves in 
the count~y and the cases of some more a;re und('jl.';;tood to be unde;r consiU.t-.ration. 
In this connection, my Committee would like to raise the important question as 
to Whether the terms and conditions on which such foreign concerns are going to 
be allowed to be established in the country will be in keeping with the main point 
-of the Statement of Industrial Policy, viz that the major interest!> in ownership 
.and effective control should always be in Indian hands. It should be made per
fectly clear that foreign capital will be treated on a footing of perfect equality in 
,ev_ery respect once it is allowed to enter the country. 

6. Before proceeding to give detailed replies to the questionnaire, my Com
mittee would like to make the following preliminary observations on the nature 
and working of the policy of discriminating protection and the need for a complete 
-reorientation in the countil'y,'s fiscal policy calculated to encourage and promote 
:rapid industrialisation to the fullest extent possible. 

Policy of Di~criminating Protet.:tion. 

7. 1\~y Committee &,re definitely of the view that the policy of disuiminating 
protection as enunciated by the Fiscal Commission in 1922 in what is known 
as the Triple formula I•roved to be disappointingly slow and ineffective, hBiclly 
·apprvpriate to meet the requir<'ments of indus1rial development of an under-deve
loped and agriculturaJ country like Indb, which will be evident from the fact that 
-during nearly twenty years of the operation of the policy only eight industries were 
developed or established under the shelter of protective tariffs. If a more liberal 
:~nd vigorous policy were pur;;ued, India would have achieved her industri 'Jisation 
at a much faster pace and would not have been found unprepared as she was on 
the eve of the second world war. In view of the haltit1g and half-hearted nature 
-of protection given to v::~.rious industries by Government, it will be more appro
priate to say that if some of the industries were d'3vehped and stabilised during the 
period it was largely due to the rising nationalist sentiment of the Indian people 
and the initiative and pioneering spirit of the Indian industrialists. The pohcy 

-of protection played but a limited part, inasmuch as the protection give~ to indus
tries was in a large number of cases essentially of a safeguarding variety. 

8. Speaking with particular reference to the textile industry, it is common 
knowledge that protection to the industry was not immediately available when 
asked for. Then, only a section of the industry, namely, yarn, was protected, 
leaving the major section of the industry's manufactures, namely, cloth, unpro
tected. ·when at b.st a small measure of protection was conferred also on the 
weavincr section of the industrr certain other extraneous factors came into exis
tence, ;hen neutralised the effe"ct of that protection. Here, the reft:rence ~to the 
-depreciation which took place in the Japanese and Chinese currencies which gave 
an enormous fillip to these two countries in their export trade with India. When 
at last counter measures were taken, India in common with the rest of the world, 
entered into a prolonged trade depression accompanied by fina~cial s~gency 

.and drop in commodity prices. This made things difficult for the mdustry m: con-

.solidating and strengthening its position behind the tariff wall, and. practic.1lly 
·till the commencement of the world war, it was impossible for the mdustry to 
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m11ke any subst11ntial improvement so far as its financial position was concerned
It is unnecessary to enter into what happened aftt>r the commencement of the
war, but it is t.rue that the w1.r gave r"n enormous fillip to the Indian cotton tex
tile industry, and helped it to improve its financial position. 'While the protec
tive tLriff might have helped to keep the industry alive in the imme1'i.tte pre-war 
period, it was the wc.rld wf.r which really h~>lped it to strengthen its financial posi-· 
tion. · 

9. It should not, however, be understood that the industry's present financial~ 
position is ewrything that could be desired, but it should be pointed out that 
most of the profits made by the industry in the war period were drained off by 
Government in the form of taxation. It is an admitted fact that during the war 
and immediately thereafter the industry was working practically to death. AIL 
major repairs and overhauling, which necessitated a shut down of some of the rna-· 
chines were postponed to avoid drop in production, and also on the ground that 
the necessary spares were not available. Rt>placements of capital machinery were
almost unobtainable, and even to day whatever small quantities are available are
coming in at prices which are about three to four·. times the pre-war prices. The· 
industry's machinery is badly in need of replacement, rehabilitation and remodelling,. 
and the industry should necessarily be placed in a position in which it would be 
able to set aside sums which would make good this need in the minimum number of 
years. 

10. It is a significant commentary on the pace of industrialisation during the
inter-war period that on the eve of the war our industrial structure was found to be 
weak and ill-equipped inasmuch as even established industries such as textiles,. 
paper etc. found their supplies of essential raw and processed raw materials and 
stores cut off on account of the war. Absence of chemical industries reveal the· 
precarious nature of the country;!:\ dependence on such supplies from abroad, nor 
had ln<lia developed metallurgicAl and other subsidiary and auxiliary industries 
which could meet the requirements of the established major industries. It is per
tinent to note that no basic or key industry worth the name was developed during: 
the period. 

ll. An explanation for this state of affairs is, in the view of my Committee,. 
to be found in the half-hearted and apologetic view of the Commission that ' India 
for many years to come is likely to concentrate on the simpler forms of manufactured 
goods.' Another factor responsible for slowing down the pace of industrialisation 
of the country was the ' infant' industry argument which was recommended by the· 
Commission and adopted b'y Governmt>nt as a basis for the grant of protection.. 
\Yhile the Commission accepted the argument that ·an industrially backward 
c0un try, full of industrial potentialities, can justifiably use protection with a view .to
nweting competition from industrially advanced countries, who have not only the 
initial advantages of an early start but also the advantage of established superior 
production tt>chnique, they failed to realise that the theory was applicable to a 
backward country as a whole and not to an isolated infant industry." In' fact·~ 
instea,(l of recommending a bold policy of protection, which alone could bring about 
rapid industrialisation in a backward agricultural country, redressing the balance
betw<><>n agriculture and industry, the Commission recommended protection on the
' infant' industry basis, more appropriate for industrially advanced countries than 
for an under-developed country like India. This error, in the view of my Committee,. 
vitiated the approach to the problem of Indian industrialisation and resulted in ths 
piecemeal and restricted type of protection. 

12. The policy of discriminating protection again was based on a narrower and 
incorrect view of the development of industries, inasmuch as the Tariff Board worked 
on the basis of the theory that protection should be considered only for those lines 
in a particular industry which were already established in India and not in respect 
of those which being mutually inter-dependent W1lre capable of being developt-d 
and should have been developed. Instead of taking a dynamic view, the Tarin-
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"Board at times s.eemed to adopt a static view of the need for protection and recom
-~ended p:otectwn onl_y ~or selected pro?-ucts within each industry. This narrow 
_mterpretatwn of the pnnCiples of protectiOn resulted in the neglect of the allied 
b_ranches of the same industry for want of sufficient encouragement and prote·c
tiOn. 

13. The hap~azard nature of ~h~ policy of protection is further illustrated by 
the recommendahon of the Comnnsswn that as a rule the tariff protection should 
not be granted to new industries. This condition prima facie ruled out the case 
of potential industries. which could have been developed under the promise of a full 
·fledged scheme of protection. 

14. The conditions for the grant ofpi·otection as prescribed in the triple formula 
were unduly restrictive in their scope and the procedure prescribed for the formali

·ties connected with an enquiry into the claims for protection for any industry was 
dilatory and unduly meticulous. India with all the natural advantages which she 
possesses in respect of abundant supply of raw materials, sufficient supply of labour 
·and a large home market·would have easily attained an important place in the in
·dustrial world, if a bolder and a more liberal fiscal policy were adopted. 

15. The Fiscal Commission laid down as the first, condition that if the industry 
is to qualify for protection it ' must be one possessing natural advantages, such as 
.an abundant supply of raw materials, cheap power, a sufficient supply of labour 
·or a large home market. Such advantages will be of different relative importance 
'in different industries, but they should also be weighed and the relative importance 
.assessed.' In actual practice, in respect of several enquiries a rigid interpretation 
-was placed on this condition, and as a consequence the claims of several industries 
-were turned down by the Tariff Board or by Government. Such a test when applied 
to an industrially backward country merely results in imposing unwarranted fetters 
·on the industrial development of the country. In fact, if such rigid conditions had 
been imposed, countries like Britain, Japan and Germany could not have deve
loped most of the organised industries which they were able to do under the shelter 
-of a strong protectionist policy. 

16. The second' condition, viz, that the industry must be one which v.ith the 
belp of protection either is not likely to develop at aU or is not likely to ct'evelop so 
Tapidly as is desirable in the interests of the country, is merely explanatory of the 
-principles of protection and as such should have had no place in the formula. 

17. The third condition, viz, that the industry must be one which will even
tually be able to face world competition without protection is important, inas
much as it emphasises a necessary aspect of the principle of protection, that no 
"industry which is likely to become a burden ?n the community sho~ld be protec~ed 
-except on broad national grounds. In fact, 1t should have been bnked up w1th 
the first condition with the necessary proviso relating to the cost of an industry. 
It is necessary to bear in view an important difficulty which is likely _to arise in res
pect of arriving at a proper forecast as to t~e fu~ure cost of productiOn .. However 
:scientific and elaborate the method of est1matmg costs may be, this part of 
the fm:iction of the Tariff Board is likely to remain more or less a guess work as to 
the future which is conditioned by a number of unforeseen circumstances over 
which the industry may have no control. While all the relevant. f~ctors may be 
taken into consideration, ability of the industry to face world competitiOn eventually, 
without protection, should not be laid down as a condition precedent to the grant of 
protection. 

Mdehinery and Procedure of the Tariff Board. 

18. As regards the machinery, procedure and formalities connected with the 
implementation of the policy of discriminating protection, several defects ~ave be~n 
found in actual operation. The establishment of a C_?mpe~ent. and 1mpar_t1al 
Tariff Board is an integral part of the scheme of discrrmmatmg protectiOn. 
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According to the recommendations of the Fiscal Commission, the Board was to be a 
permanent body so as to secure consistent decisions and continuity of policy. Owing 
to the failure of Government to put these recommendations into effect, the objec
tive of the Fiscal Commission was defeated and quick changes of personnel resulted 
in avoidable delays in completing the enquiries. As the powers and functions of 
the Board were not defined in a statutory manner', there existed a great deal of 
scope for conflict in the interpretation of the principles Of discriminating proteo· 
tion between the Government and the Board. The Fiscal Commission had rightly 
suggested that the Tariff Board should have wider powers, but it is a matter of 
common knowledgt1 that the powers of the Tariff Board appointed by Government 
from time to time were strictly limited. The Board had no initiative and could 
only investigate cases of those industries which were referred to it by Govern· 
ment. 

19. Another deftct in tho procedure relating to the applications made 
bY' industries for protection was that the said applirations should first be sub
mitted to the Commerce Department of the Government of India. fully stating 
the case for protection. The Department would forward the applications to the 
Tariff Board for consideration only if they were s ttisfit:d that a. prima facie rasa 
had been made· out by the applicant industry for protection. This procedure 
inevitably resulted in Joss o£ time and consoqwmt dilatoriness. 

20. Again, the recommendation of the Fiscal Commission that 'the Government 
should publish the results of the enquiry promptly, whether it agrees with the 
conclusions of the Board or not' was, it may be pointed out, largely observed in its 
breach. Industries which were passing through serious difficulties and which, 
thtrefore, were in need of urgent assistance were made to wait by Government in 
respect oft heir decision for an inordinately long time in a state of animated suspension. 
It is well known that in case of i~stries such as cotton textiles and sugar, nearly 
2 years elapsed between the date of reference and the final decision as to the action 
by Government. 

21. The object of my Committee in reviewing broadly the limitations and de. 
fects inherent in the policy of discriminating protection and the machinery of the 
Tariff Board constituted from time to time to implement the same, has been to 
emphasise the fact that the policy in force has failed to promote the cause of Indian 
industrialisation and, therefore, the principles laid down by the Fiscal Commission 
in 1922 need in the altered context of affairs to be completely overhauled and 
restated, to suit the needs and requirements of our industrial and economic develop· 
ment. While formulating such a policy, the Commission will have to take into 
consideration important factors such as the impact of war on our economic structure 
and the serious repercussions of partition on our country ; for example, as a conse
quence of partition two of our major industries, textiles and jute, have been seriously 
affected in respect of the supply of their raw materials, viz. cotton and raw jute, 
and from being an exporter of these raw materials India is now reduced to the posi
tion of a net importer. In the opinion of my Committee, the greatest need of the 
country is a new perspective and a fresh approach to the urgent problem of all
round industrial and economic development. The plan and programme of industria
lisation outlined by the Government of India in their Statement on Industrial Policy 
are sufficient to indicate the tremendous leeway that India has to make up in the 
direction of industrial development. This, my Committee fe-31, can only be achieved 
by a comprehensive policy leaving the whole field of industrial development, barring 
defence industries, to private enterprise with the necessary active assistance of 
Government. 

22. Before outlining the general nature of the new fiscal policy that would be 
necessary for achieving the task as mentioned above, my Committee would like to 
refer to certain important features which are likely,. to influence the formulation 
of our tariff policy. There will be a growing need for the import of capital goods and 
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machinery, partly for the replacement of those indus tries which had been over
worked during the war time and partly for meeting the requirements of new industries 
proposed to be established. \Vith the development of new industries contemplated 
under the Industrial Policy, India will have to progressively reduce her exports 
of raw materials as a result of increased domestic co~umption of the s1.me and to
that extent our traditional pattern of trade will have to under(J'o a chanO'e, inasmuch 
as it will be necessary to increase the exports of manufactured and pro~essed goods 
by diversifying India's export trade and developing new· markets. This will a(J'ain 
have to be closely linked up with our need for an export trade, both with a vie~ to
remedying the present adverse balance of trade position and raising the purchasin(J' 
power of the people of the country. This necessarily implies that India will have t~ 
increasingly participate in international trade, subject, however, to the condition 
that the same is not detrimental to national interests. 

23. 1\Iy Committee are strongly of the view that the policy of protection properly 
related to the task of industrial development alone will prove to be an effective 
method of utilising the vast resources of the country in men and material for the 
maximum production of wealth, resulting in increasing national income and en
hancing the taxable capacity of the people and raising the general standard of 
living of the people. The fiscal policy of the future should not merely be an instru
ment of industrial policy, but must be viewed as an integral part of the larger eco
nomic policy of the country as a whole. The situation, therefore, demands that a 
policy of full-fledged protection directly related to the country's need for rapid 
industrialisation must replace the halting and piecemeal policy of discriminating 
protection and the conditions and qualifications for protection which resulted in 
retarding the industrial progress of the country should be liberalised and 
simplified under the_ new fiscal policy. As an industrially under-developed 
country, India should be perfectly free to make a legitimate use of protective measures. 
so as to expand production and employment at home and to raise the living standar<h 
of the people. The protective measures may be non-fiscal such as direct assistance 
rendered by the State in such matters as finance, scientific research, transport etc. 
as well as of an indirect nature, in the form of tariffs, subsidies or bounties and 
quantitative restrictions. India as a backward country would be mainly using the 
protective measures for the developmental purposes and therefore should have the 
fullest freedom to utilise these measures for expanding and developing her established 
as well as new industries. 

24. The broad principles of the fiscal policy outlined above will necessitate 
the constitution of a new Tariff Board or any other suitable machinery with ade
quate powers for implementing the. same. _The Tariff Board should be a permanent 
body vested with wide powers and functions by a statute : for example, whenever 
it is convinced that there is a prima facie case, it should be authorised to undertake 
an investigation on its own initiative in respect of the conditions of a given in
dustry and its specific difficulties. The Board must also have power to review from 
time to time the working of :protected industries and report to Government the 
progress made by such industries. In my Committee's opinion, the constitution 
of a permanPnt Tariff Board with adequate powers and functions and with necessary 
initiative and freedom will be of considerable assistance in accelerating the pace of 
industrial progress in the country. 

25. l\Iy Committee's detailed replies to the various questions contained in the 
Questionnaire are given below :-

Question 1.-Since the Fiscal Commission reported in 19.22 various factors 
such as national strUO'O'le for attaining political freedom, great depression in 1931. 
second world war, pa~tition of the country etc. have affect~ the economic struc
ture of the country with the result that a complete change m the approach of the 
problem with which the Commission is concerned has become ab~olutely necessar!. 
The n;~.ain objective of the Commission should naturally be to brmg about as rap1d 
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an industrialisation as possible with all such protective measures as may be neces8ar; 
to foster and develop industries. 

Question 2.-Generally speaking, the industrial developments of recent year: 
have not altered the predominant position of agriculture in the economy of thE 
country. Over a long period of years foodgrains production has tended to remaii 
virtually stationary in spite of the Grow More Food Campaign. In the food sect01 
of the agricultural economy, there has been deterioration, the steps taken by Go. 
vernment failing to improve the acreage under cultivation and production. Another 
important change in respect of agricultural production is the restriction in acreage 
under commercial crops due to the priority given to the production oi food crops by 
the various legislative measures of the provinces. For example, there has been 
a recorded fall in the acreage of cotton and jute even prior to partition and 
after partition the production has been very much reduced. The total production 
of cotton and jute in terms of bales was 5 ·1 and 6 · 8 million in 1938-39 whereas 
in 1948 it has been reduced to 2·1 and 1·9 million, thereby indicating that our agri
cultural economy has suffered in respect of two of the tnain commercial crops which 
had and have a high export value. In respect of international trade in agricultural 
commodities there has been a significant {!hange in the traditional pattern of 
our trade which consisted of exports of primary products and raw materials and 
import of manufactured goods. On account of war time requirements and the 
pressure on demands for internal consumption, the revised policy of Government 
to preserve the use of raw materials and food products for internal consumption 
changed the old pattern of trade and steadily there has been a decline in the e:Jport 
of raw materials and an increase in the export of semi·manufactured, processed or 
manufactured articles. 

Que-!tion 3.-The main changes in the agricultural situation are likely to affect 
in a large measure the pace and dir~~tion of our industrial progress. The vital 
importance of securing self-sufficiency in food may restrict the expansion in acreage 
and production of such agricu~tirral products as are used directly as raw materials 
for purposes of industrial production or in the process of manufacturing industrial 
products. It would seem advantageous to strike a balance between the maximum 
development of agriculture for self. sufficiency in food and for the targets of indus
trial production set up over a period. Changes in consumption habits would also 
influence the demand for manufactured articles thus maintaining the pressure on 
the scarce raw materials. Further, in order that industrialisation may advance 
rapidly, imports of essential capital equipment and raw materials in some cases are· 
necessary and the flow of these into the country is dependent on our capacity to 
pay which again depends on exchange resources available and the rate of our im
ports. From the point of view of the implementatipn of the industrial programmes 
alone it would be necessary to give equal attention to our agricultural situation 
in so far as both are mutually dependent in attaining the economic objectives of 
a higher standard of living and full employment. 

Question 4.-Basic improvements in our agriculture should subserve the urgent. 
needs of attaining self.sufficiency in food which would save us for-eign exhangt~ and 
secondly of intensifying the production of crops that have a high export value which 
would increasE:. our foreign exhange resources while adequately meeting the re
quirements of the local industries. The urgent basic reform in agriculture would 
be to apply measures to increase the average yield per acre of all agricultural pro
ducts which is far below that of any other country, by way of scientific ·improvement 
ir1 seed selection, application of manures, organic and chemical and educating the 
farmer in the latest methods of farming through demonstraHon of tractor culti
vation and use of improved implements. Reclamation of waste lands would in
crease the acreage under cultivation and such recL1.imed lands ('Ould w~ll be ex-· 
perimented upon for growing cash crops or subsidiary food crops. Any policy 
of intensified industrialisation will not yield desired results unless the living standards 
of the agricultural population are raised and to that ~mJ thtt above basic reforms 
18M. of Com. · 
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must be enforced simultaneously. In order that our intensified industrial procrramme 
may be well supported in regard to the mineral requirements, there is need f~r strict 
conservation and plaiming in utilisation of available resources. 

Questions /j and 6 have been dealt with in the. preliminary remarks. 

Question 7 (a).-Cottage and small-scale industries have been an interrral part 
of the. natio~al and rural economy of India. Even at present, cottage a;d small
scale mdustnes form an essential part of our rural economy. The arrriculturist in 
India is not engaged in agricultural operations throughout the year .

0 

He pursues 
some subsidiary occupation to supplement the income derived from agriculture. 
:M:ost of the cottage and small-scale industries have been in a state of decadence 
for the last niany decades. During the last world war, cottage industries like the 
handloom industry got a fiJJjp, but that was only a temporary phase and "\\ith the 
restoration of normal conditions, they are likely to relapse into the pre-war state. 
The question of rehabilitation and regeneration of cottage and small-scale industries 
must be considered ~ a comprehensive manner. 

(b) (i) Our e<'onomy has ¢ortunately hitherto developed in a lop-sided manner 
and has been characterised by an unduly heavy pressure on land. Promotion 
and development of the cottage and small-scale industries will greatly reduce this 
heavy pressure on land and will greatly facilitate the evolution of a balanced econo
my in the country. This will also enhance the purchasing power of the agricwturists 
and give them the necessary where"\\ithal for the introduction of improvement 
schemes on their land. The relation between the cottage industries and the small
scale industries should generally be one of co-operation. In certain cases, however, 
competition has developed between them in the process of our economic develop
ment. For instance, in regard to,hand weaving, small power looms have already 
started offering serious competition to the small handloom weaver. This is, however, 
inevitable as many of the small power industries have the quality of superior efficien
cy and the additional advantage of employing a large number of persons per unit 
of output than the cottage industries. • 

(ii) Cottage and small-scale industries have played an important role in our 
national economy in the past, and even if a programme of large-scale industrialisa
tion is launched, there will be great scope for cottage and small-scale industries in 
the economy of the country. By judicious adjustment, it is possible to establish 
a mutually beneficial co-operation between large-scale industries on the one hand 
and small-scale and cottage industries on the other. Cottage or small-scale form 
of production is particularly suited for the better utilisation of the local resources 
and for the purpose of achieving local self-sufficiency in respect of certain types 
of essential consumer goods like cloth, agriculturlil-1 implements, etc. 

Quest1:on 8.-vVhatever the pace of large-scale industrialisation, both cottage 
and small-scale industries will have a significant role to play in the national eco
nomy both from short and long term points of view. 

Questions 9 and 10.-There are good prospects for many of our cottage indust
!ries in the foreign markets. The expansion of exports of the cottage products would 
give a great stimulus to the development of our cottage industries. 

Question 11.-Protection to large-scale industries has not seriously affected 
smaU-scale and cottage industries. 

Ques:::;n 1!:.-The follo"ing are the main handicaps from which our cottage 
and small-scale industries have been suffering; foreign competition, lack of cheap ' 
and easy money facilities, comparative high transport charges, low purc~~sing 
po·wer of the village population, absence of marketing facilities, dearth oftechrucHl~s, 
lack of power generating machines, want of raw ruaterials, jJJjteracy and ta:xatwn . 
particularly municipal taxes like octroi and terminal taxes. 
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Question '13.-There is great scope for the products of our various cottage in
.Justries in foreign markets provided systematic attempts are made to introduce 
them in thOEe markets. "While entering into trade agreements with foreign countries 
Government should see to it that they contain provisions for the maximum offtake 
vf our v-arious cottage products by those countries. 

Que-stions U, I5, I6 have been dealt with in the preliminary observations. 

Question I7.-Amongst the supplementary measures recommended by the Fiscal 
-Commission, mention may be made of the following : 

(i) Technical education.-Shortage of trained personnel had fu the past caused 
difficulties in the matter of successful expansion of industries in the country. An 
efficient system of technical education is a matter of extreme importance. rThe 
schemes of education should be reorientated with a view to providing adequate 
opportunities for mechanical and technical training. Attempt should be made to 
bring about a greater degree of co-ordination ·.between industry and institutions 
of industrial and technical training. Provision s~ould also be made for giving the 
necessary training and equipment to the craftsmen m the village for the development 
of cottage industries. 

(ii) Railn-ay Rates Policy.-The whole railway rate structure needs to be com
pletely re,iewed and overhauled with a view to subserve the changing pattern 
of our trade, export and import, as the result of development of domestic production 
in respect of large classes of commodities. It is necessary to observe that 
the newly constituted Railway Rates Tribunal is a move in the right direction, 
·mHl it is hoped it will look into the anomalies of the present rate structure including 
internal freight differentials and evolve a national rates policy for fostering industries 
which exist and which may come into existence hereafter. The Tribunal will also 
Lave to evoh·e ;a more broad based classification of goods for purp<)se o{ rate fix
ing. 

(iii) J!easures against Dumping.-The character of protection granted to 
Indian industries was larg£>ly of a safeguarding variety calculated to tide over transi
tional difficulties. !his was mainly due to conditions of unfair competition brought 
about b~ monopolies, exchange depreciations, over-productibn and depression of 
world-mde character. In spite of conditions of unfair competition and the speci
fic recommendation made by the Fiscal Commission, Government did not provide 
any anti-dumping l£>gislation, apart from the SaferuardinCl' of Industries Act, 
which for technical reasons remained a dead letter. The only'=' safeguard available 
was in the form of a protective dut.y or something as revenue duty. The proce
dure adopted was not also conducive to the grantinCl' of immediate protection 
against dumping which industries needed. A fairly comprehensive legislation 
must, therefore, be enacted for the purpose of meeting the dangers arising out 
oT any cat£>gory of durnpinO'. The anti-dumping lecislation should not be mixed 
up \\ith the question of protection. As to the procedure, necessary action should 
be taken by Government on the submission of prima facie evidence, followed 
up by a subsequent enquiry by the Tariff Board. 

Question IS (a).-Please see preliminary observations. 

Question IS (b).-In formulating the future fiscal policy, undue emphasis should 
not be placed on purely revenue considerations of Government, but the same 
should be related to the larger economic- interests of the country as a whole. 

Question I9.--:-A comparison of the terms and conditions laid down by Gov-ern
ment fo~ the. Tanff ~oa.rd to investigate into the question of protection or assistance 
to war tunc Ulllnstncs m 1945 with the conditions known as the triple formula laid 
?own by the Hl~~ Fiscal Commission does show a; marked change in outlook and 
m ~rr:·n~. It may be obsen·ed gcr.eraily that in the implementation of a fiscal 
pohey 1t 1s not merely the question of liberalising conditions of protection but what 
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is more relevant is the spirit in which the conditions are interpreted ana applied' 
with a view to bring about a rapid industrial development fu-the country. 

Question 20.-Although there was inordinate delay in the inquiries conducted. 
by the Bo~rd initially, the_ delay has_ bee? minimised' in the subsequent inquiries. 
My Committee hope that m future It wlll be an accepted convention with Go
vernment that they will notify their decision within a period of two months of the 
date of submission of the Report by the Board. 

Qruestions 21 to 27-The Association has already replied to these questions and 
furnished information and sources from which the relevant statistical data could 
be obtained and compiled. 

1 
Question 28.-The revenue tariffs imposed in the past have had no appreciable· 

effect in general on the growth and development of our industries and on the course 
of our export and import trade which were all determined by other extraneous 
~actors._ "While revenue tariffs have no doubt constituted an important source of 
mcome to Government, they have failed to have a direct or indirect influence in. 
furthering our industrialisation and expansion of foreign trade. 

_ Question 2! .-(a) The changes noticed in the course of our· foreign trade-
cannot in general be attributed to the _tariff policy pursued by Government, al
though they had the negative effect of preventing the growth and development of· 
ndustries. 

(b) In a period of general" contraction in trade consequent on the world dep.ns·
sion it is difficult to measure the extent of loss or improvement noticed in our dc
mestic trade consequent on the tariff policy of Government. 

1 Que..~tion 31.-A review of the trends of foreign trade during 1939-4.) and: 
1946-48 reveals that there has been a striking change in th~ composition and direc
tion of our external trade which has considerably altexed the traditional pattern. 
It is incorrect to say that this change is indicative of the growing indm:trialit"ation 
of the country. In the last two years it has become clear that Olir export capacity 
falls .:,1or' .. of our irqpo:rt requirements and this has been further affected by the 
removal from our export Jist c1f staple exrorts, as jute and raw cotton, consequent 
on partition. The present position in respect of external trade is one of reduced· 
quantum in exports of traditional items end the gradual loss of markets captured 
during the war and an increasing flow of imports which make it difficult to main
tain the advantages gained during the war in the composition and direction of the 
trade. This· is also influenced by external factors such as a gradual fall in the 
world ma.rkets compared to an inflated price level within the country. 

Question 32.-The question covers va\l'ious asrects of Government's industrial: 
and trade policies. Analysing the general effects on trade and industry of the varim1s 
legislative and administrative measures taken to control and regulate our foreign 
trade, it is more tban evident that these measures have not been sucressful in planning· 

0 ur foreign trade~> so as to help the growth and development of industries. 

Question 33.-The fundamental premises on which the Fiscal Commission,. 
1921-22, based their recommendations were that industrial dewlopment wilL 
bring about new sources of wealth, encourage accumulation of capital, enl<:rge pub
lic revenues, provide more profitable employment for labour and reduce excessive 
dependence of the counU:y o~ agriculture. The_se. prem~ses still hold goo.-!, in-
asmuch as the country has neither far advanced m mdustr1al development nor he::-· 
resources have been fully exploited. 

Que.stion 34.-It is extremely diffi<mlt to determine the relative importance
either of fiscal or non-fiscal measures in any definite manner under the pJ:eSent-day 
conditions. Under the present state of our economy, it ib necessary to combine· 
both fiscal and non-fiscal measures ill a judicial manner with a view to protecting: 
and developing industrief!. 
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QU>C->d.ion 3.5.-An appropriate tariff policy can largely further the expansion 
·of our extemal trade by facilitating the imports of essential raw materia~, capital 
·goods and machinery necessary for the implementation ofthe programme of industrial 
·development. . · 

Question 36.-The objectives of tariff policy in the short period will necessarily 
be governed by post-war .economic situation prevailing in. the country.. These 
should be {i) to maximise production both industrial and agricultural by all 
possible means; (ii) to protect and develop the essential war time industries as also 
a number of other industries which had come into existence during the difficult 

.period and hav-~ helped to sustain the national economy ; and (iii) to develop and 
assist such industries which can command an export market, so as to be able to 
adjust the present adverse balance of trade in an advantageous manner to the 

.country. 

·Question 37..-Y es. 

Question 38.-The main conditions which should govern the recommendation of 
,protection by the Tariff Board should be :-

(·i) that the industry is sufficiently important from the point of view of 
the national interest and is in need of protection or assistance ; 
or 

(ii) that the industry is in a position to command an adequate home market 
or a potential export market, and that the burden of such protection 
or assistance to the community is not excessive. 

It is not desirable to incorporate the consideration that the industry within 
a reasonable time should be able to carry on succeesfully without protection or State 
assistance as a condition pre<!eaent to the grant of protection. It is necessary to 

:reiterate that the conditions prescribed for the grant of protection should not 
be unduly restrictive and stringent but must be liberal1y conceived. 

Question 39.;--Priorities will have to be determined in the light of the industrial 
policy as laid down by the Government of India, which emphasises the primary 
need for expansion of production b9th agricultural and industrial and in particular 
on the production ·Of capital equipment and goods necessary for meeting the basic 
n{'cds of the people and commodities the export of which will increase the earnings 

-of forPign exchange of the country. From this point of view, industries can be 
.classified in the following categories, viz. : . 

( i) industries which are of strategic and national importance--defence in· 
dustries; 

',(ii) basic and key industries which are essential for the industrial expansion 
·of the country ; and 

'(iii) all other industries which mainly comprise the consumer goods indus
tries. 

'Question 40.-Yeb. 

Question 41 .-Tariffs.-In spite of the fact that pr~tective. technique. has 
,assumed new (1,n-dopmer.ts p~.rticul2.rly iP the inter-":a~ pencd, tanffs yet contmu~ 
to pla:Y an important part not only as a means of ra1s1_ng revenue ~ut .also as an 

:hl1JJOrtant instrument in the hands of the State to ~ect economic bfe and to. 
.determine the flew of in.terr.ationa.l trade. Revenue duties occupy a very Jmportant 
:;place in modern public finance and are primarily intended to s~cure revenue ~o m~et 
public expenditure. T&riff duties levi£d with th~ Sfecific. obJe?t of ;P!ot~ctmg ln· 
dustries are intended to bring al?~rgt a u,ost efficient and. eff~«~W~ vt.JlisatlO~ of ~~T 
tional resources, 
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Bounty or Sub8idy.-Sub&idies or bounties involve either direct financial assib
tance or may assume the form of indirect assistance in the shape of remission ol 
taxes, drawbacks of various sorts etc. The indirect as~istance may be through the 
grant of long term !oans or credits to the manufa.cturets or exporters at low rates, 
or the Government may offer facilities through export credit insurance schemes. 
While the conditions in India may not permit too frequent use of the method of 
subsidies or bounties, in certa.in cases where the gra.nt of subsidies ha,s been best 
calculated to protect the industry and can be justified on grounds of national 
policy, the Tmriff Board must be free to recommend such a measure if and when 
necessa,ry. 

Pool Price.s.-The pool arrangement was a war time expedient and is not sui
table to conditions of free market and healthy competition. The system of pool 
prices as exemplified by the case of aluminium price pool is not tht'cefore favoured 
as a method of protection. 

Quantita.tive restrictions.-As compared to tariffs and subsidies, the use of 
quantitative restiictions is the most effective technique of protecting industries 
against the inroads of foreign competition as also an important instrument of com
mercial policy for safeguarding the economic structure of a country during periods 
of eme;rgency. 'An industrially backward count;ry like India must have the fullest 
freedom to use quantitative restrictions· both as a defensive and as a development 
measure. The T&riff Bo&rd ::;hould be free to recommend the use of quotas either 
singly or in combination with tariffs, according to the needs and requirements of 
the industries and exigencies of the situation 

Questi.on 41 (b) and (c).-The Tariff Board must be free and should be free 
to determine appropriate measures of protection in each case on its own merits 
and may recommend such protection in any one of the forms of tariff aid, sub~idy 
quota restriction or a combinatiov of these measures, according to the needs and· 
requirements of a given industry. · 

Question 42.-Please refer to reply to question 17 (iii}-measures against dum
ping. 

Question 43.-(a) The imposition of export duties is not favoured as a gen
eral rule, as they fall on the domestic producers and discourage production. 

(b) Yes. In respect of such consumer goods as are found to be in critical 
shortage, export control may be resorted to in the form of quantitative restrictions, 
on a careful balancing of the needs of domestic consumers and the requirements o:f 
maintaining our position in the export markets. In regard to domestic supplies 
of raw materials for utilisation of industries in the country which are in absolute 
short supply, export of such raw materials should be prohibited. 

Q'uestion 44.-An established industry may be given an export stimulus by 
· any one of the following three methods, viz. (i) subsidies, (ii) tax relief and (iii) 
freight relief. While a direct method of subsidy is considered more effe ctive for 
stimulating exports, the same is likely to meet with objection from importing 
countries, as representing unfair competition, adversely affecting the terms of trade. 
As an alternative form of inducement, the profits of export trade ruay be taxed. 
at a lower rate than the profits of home trade. 

Question 45.-The method generally adopted by the Tariff Board· in fixing th~
quantum of protection has been that of computing and comparing the fair ex-works 
price or the fair selling price for the home manufacturer with the landed cost (ex
duty) of the imported product. However, certain inherent difficulties have to bt} 
taken into consideration while adopting the procedure. Allowance must generally 
be given for cost due to freight differentials for tramport of indigenous goods from. 
the port of manufacture to other ports. There is also the practical difficulty, ill; 
~riving at accurate cost in numerous cases where particularly several prod trds a. 
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jointly supplied and no system of cost accounting can work out the cost for eacl 
item w;th a certain degree of accu acy. The cost of foreign manufactures do no 
become easily fomparable to the cost of Indian m'lnufactures, inasmuch as similr 
conditions do not prevail in both the countries and sometimes thl' foreign cost 
are distorted by fluctuations in exchange and methods of presentation of the ac 
counts. Nor is it always possible to base the indication of the future course o 
priers on the basis of current import prices. The concept of fair selling price a 
adopted by the Tariff Board which considered not only the present fair selling price 
but also tried to estimate the future fair selling prices was worked out on the basi: 
of a representath'e firm and not on the actual cost of production of any particula: 
firm. Xormally in arriving at reasonable cost of production t.he Board took int• 
conRideration various elements in the cost of production, such as working costs 
owrhrad charges and the manufacturer's profit and the possible economies tha1 
\\we a,·ailablo to the factory which had the advantages of suitable location as well a1 
efficient management. However scientific the nature of the attempt may be, tht 
calrulations regarding the future are more or less !Jk~ly to be tentative and ap· 
proximate in character. There is another aspect, viz., the element of revenue dutie! 
in tho cost of raw materials and machinery imported by various industries whicb 
tend to inflate prices. It is submitted that while the same method may be appliec 
in arriving at the necessary measure of protection based on the calculation of costs, 
due regard must be given to certain special factors, such as high cost for capital 
goods and equipment during war and post-war periods and the replacement cost~ 
of tho same. The object underlying the procedure as to arrive at the minimum rate 
of protection necessary for safeguarding the industry, but the Board must also take 
into consideration a long term view and must see that protection is adequate enough 
to attract capital to the industry, maintain it at an up-to-date level of efficiency 
and promote utilisation of the natural resources of the country. Protection should 
not mrrcly aim at preserving the l,ndustry over a period of years, but must 
also seem to provide sufficient incentives to the industry to improve its technique 
an(l working conditions with a view to maximising the output and consequently 
lowering the cost of production. 

Qlicstion.~ -16 and 47.-"\Vhen tariffs are imposed with a view to protecting 
industries, they assume various forms, such as (i) ad valorem, (ii) specific and 
(iii) compound. An ad valorem duty is based essentially upon the value of the 
commodity imported and is expressed in terms of a fixed percentaae of the value 
per unit. The specific duty is a definite sum charged upon each weight or measure 
of the commodity imported. In mixed duties the practice is to adopt either an 
altc·rnati,·e duty, i.e., a speci.Rc rate or an ad valorem rate, whichever be hiaher, or a 
compouml duty, i.e., a specific rate and an ad valorem rate both togeth~r. It is 
submittf'd that tariff valuation which is assesse-d by means of a special combination 
of specific and ad valorem duties ;s specially advantageous, and the desirability of 
extending the same may be considered, particularly as a protective measure this 
system safeguards the interests of both the producer and the consumer durinO' 
perio<lo~ of price fluctuations. 0 

Question -18.-The system of tariff quotas fs looked upon as an intermediate 
stage between the system of protective tariffs and import quotas. It is expected 
in course of time to pave the way for a return to ordinary tariff. To the extent 
that it does not prevent the flow of goods as under the system of absolute quotas, 
it is less restrictive and moderate in its effects. As to its utility, it can be used with 
advantage during comparatively normal conditions as a protective measure to safe
guard the interests of domestic industries without any serious restrictjve influence 
on international trade. 

Question 49.-The protection granted to an industry should extend for a. 
reasonable period so as to afford sufficient scope for the development and expan
sion of the industry. It is recommended that protection. in the first instance should 
bu granted at least for a p!.'riod of five years and further extension must be subject 
to a. review by the Tariff Board. 



Question 50.-The existing· system of revenue tariff classification needs a 
thorough revision. The appointment of a small expert or technical Committee 
to go into this question is suggested. This Committee should after sacuring th~ 
necessary particulars regarding the materials or products used by industries in the 
various processes, prepare a suitable method of classifying them. 

Question 51.-In the context and terms of the Industrial Policy of Govern
ment as declared in April 1948, the fundamental objective of the long term fiscal 
policy should be not merely to serve as an instrument of achieving the aims of the 
above Industrial Policy but should be broad based and comprehensive to form an 
integral part of our larger economic policy. The larger economic policy of the 
country has for its ultimate objective the increase of national wealth by the maxi
mum exploitation of the country's resources in industry, agriculture and man
power and the maintenance of a high and stable level of employment. In short, 
it should, through appropriate tariff measures and other methods of direct assis
tance, prevent unfair competition, promote the full utilisation of the country's 
resources and safeguard and protect the growth of industries. Secondly, havin~ 
regard to the future structure of our foreign trade, the long term fiscal policy should 
:aim at expanding our exports and imports along the altered course of trade notice::! 
during the war period and also to diversify trade along new channels and to new 
markets. As to the objectives of the fiscal policy in relation to the anticipations on 
the course of international trade, it is necessary to stress that the Havana Charter 
()n Trade and Employment ap.d the obligations imposed under the Charter are likely 
to stand in the way of the development programmes of under-developed countries 
like India and the formulation of a full-fledged fiscal policy, including the adoption 
()f non-fiscal measures, calculated to bring about a rapid industrialisation of the 
country. 

Question 52-My Committee are emphatically of the view that at no stage 
.either in ~he process of implementing their industrial policy or in the facilitating the 
()bjectives of their fiscal policy is it necessary for Government or quasi-Government 
institutions to participate in foreign trade, neither in the short period or in the 
long run. The two issues of State participation in industry and State participation 
in trade are entirely different and the latter need not at all arise out of a policy of 
State control and management or protection awarded to an industry or industries. 
Arguments are often advanced to infer an implicit necessity for the State to en
c-roach upon the normal sphere of trading activities from the bilateral commitments 
entered into between India and certain foreign countries as well as the development 
and growth of industries under our industrial policy. Apart from the fundamental 
defects in a system of State trading it runs counter to the very basic principles of 
freedom of trade inherent in the national economy of a democratic countiy. The 
necessary incentive to that degree of initiative and efficiency upon which progress 
is built up in business undertakings will be lacking in any organisation of trade set 
up by the State. Even from the point of view of practical results, with the lack of 
necessary kp.owledge and traditional experience, it is doubtful whether a State 
organization can facilitate the main objective of the fiscal policy, t:iz. the growth 
and development of industries. The result of Government participation in the 
trade of certain essential articles has already involved the country in heavy loss. 
1\Iy Committee, therefore, see no need or justification for the State entering the 
~phere of trade and are opposed to State trading in any shape or form. 

Question 53.-In view of the answers to the previous question, an answer to 
this question does not arise. 

Questions 54 and 55.-The non-fiscal measures which Government should 
adopt for implementation and furtherance of a comprehensive policy of industrial 
-development may be briefly stated as under :-supply of essential industrial raw 
materials, plant and machinery_ ; cheap fuel and power ; cheap, adequate and 
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·quick transport for the movement of raw, semi-processed and fi~ished products; 
technical personnel of different grades ; technical information about industrial 
methods and processes, and industrial finance and such other concessions and fa. 
cilities as may help the rapid industrial development of the country. 

Questions 56 and 57.-In order to establish the necessary co-operation between 
industry and trade and Government and to provide for the orderly supply of the · 
facilities of the non-fiscal nature, the constitution of an Active Committee consisting 
of representatives of the Ministries of Industries and Commerce and accredited 
non-official representatives of trade, commerce and industry is suggested. The 
trade and industry can represent to this Committee their particular needs and re
quirements and the assistance which they may seek from time to time in respect of 
them. This Committee can also act as a Central organisation maintaining a close 
liaison between the industries on the one hand and Government on the other'. 

Questions 58 and 59.-It is not possible to review the effects of the working of 
the Imperial Preference on Indian trade and industry, as there are more than two 
·Opinions on the subject. Imperial Preference iQ. the context in which it. was first 
applied to our tariff system was not popular, inasmuch as its application has ad
versely affected our trade and industry. The question now to be considered will 
be whether it should be abandoned altogether or whether the principle as such 
should be accepted and provision made for the application of the same· wherever 
it is found to yield beneficial results in the process of expansion of our trade and 

.. development of industry. In other words, the principle ofPreference should be 
judged on its merits and the uses to which it can be advantageously put in the 
formative period of our industries. The retention of the freedom of having a pre
ferential tariff wherever it is found necessary is desirable, and preferences given in 
!l"espect of any commodities should be judged separately on individual merits of the 
case and the same should be negotiated on a reciprocal and mutually advantageous 
basis. · 

Questions 60 to 63.-It is not feasible to examine the effects of the preferences 
granted and received by India on (a) expansion of trade, (b) customs revenues, 
and {c) price levels of preferred commodities in view of the paucity of nece~sary 
statistical data and the fact that the agreements have been entered into only re
cently. It is only when normal conditions are established in the internal economy 
of the countries and the flow of trade is determined by peace time economic factors 
that it would he profitable to correctly evaluate the effects of pref~reno::es to know 
the advant11ges or disadvantages thereof. 

Question 64.-Preferences are not likely to confer any bargaining strength on 
India vis-a-vis the United Kingdom and Commonwealth countries, They can 
confer only certain mutual economi<' advantages dictated by the relative Lnportance 
.of the commodities or articles on whieh they would like to exchange preferences. 
In respect of non-Commonwealth countries the exist.ance of preferences with the 
.United Kingdom may possiblv reduce our bargaining strength if there are com
moclities with them which India is badly in need of or would like to import in large 
·quantities. 

· Question 65.-The desirability of continuing the existing preferences between 
lnclia and U. K., India and the other Dominions and India and other British terri
tories will largely depend on the advantages or disadvantages derived from the same. 
Inasmuch as preferences in general with U. K. or Comzponwealth countries are 
likely to reduce our bargaining strength with non-Commonwealth . countries, they 
sb.ould be continued only to the extent that they do not seriously affect our trade 
·with other countries outside the Common .vcalth. They should be subject to perio· 
.dical revision and modification. 

Que~tion 66.-It is generaJly recognised that industries receiving protection 
.or absistance from Golernment owe certain recjprocal obligations to the com
a:nnnity as a whole, inasmuch as the latter unrlertitkes willingly to accept the. 
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burdens consequent upon the protection granted to industries. Such ~dustries 
must th~ref~re seek to achieve substantial progress by reducing costs resulting from 
the apJ?hcatwn of research in the technique of production, expiLilSion in the size of· 
operations and such other factors which contribute to economies in the pro
ce~ of manufacture. They have also a general obligation to other ancillarv indus-
tnes and services. · ~ 

(b) (i) The regul~t.ion of price policy and price structure of an industry is an 
extremely c~mplex me~hanism and under normal circumstances no attempt should 
be made to 1?terfere mth the priee structure o! an industry, as it is determined by· 
fa.ctors affectmg general price level as also price levels of other industries which are 
related to the protected industry. 

. (ii) \Vith the progressive development of industries, there should. be a gradual 
rmprovement in the living conditions of labour nnd iu their welfare. Recent Govern
n_;ent legir-;lation amply provides for such an improvement, and since these legisla·
tlve measures will apply to the whole field of industries, no ::>pecial kgislation is 
necessary for safeguarding interests of labour in protected industries. 

(iii) and (iv) T_his has been dealt with in anj'!wers to questions 54 and 53. 

(·v) Protected industries should undertake the training of apprentices and. 
Government scholazs and stipen(lif'.riee to the extent to which there is sco-pe and 
capacity for the same. 

Question 67.-The formation of monopolistic combines which are likely to 
pursue policies resulting in the adoption of restrictive practices in regard to pro
~uction, distribution or prices, methods which are likely to prove harmful to the 
mterests of the community as a whole should necessarily be discouraged. The for
mation of associations which are not intended to be monopolistic in character but 
have the primary object of regulating sales and distribution in a cheap and economic 
manner should, however, be permissible. 

Question 68.-The financial structure of the industries under protection must 
admittedly be based on sound lines, and since the same is likely to be considered 
by the Tariff Board while examining the cases of industries seeking protection, 
it is not necessary to lay down specific conditions regarding it. 

Question 69.-It is not necessary to make any special arrangement for the 
control of quality of the products of the protected industries, as the Indian Stan
dards Institution is understood to be functioning to attain the same objectiw .. 

Question 70.-The obligations should not be embodied in relative statutes 
dealing with protected or assisted industries. This should be left to be prescribed 
by the tariff making machinery on an ad hoc basis in each indi'ddual case of in
dustry seeking protection or assistance. 

Question 71.-No special administrative machinery is necessary for imple-
menting the obligations of protected and assisted industrie~. This function should 
be entrusted to the special .wing of the tariff making machinery. 

Question 72-77.-The existing administrative organisation will not be arlt:
quate to deal with the problems of implementation that may arise out of Gon'rn
ment's acceptance of a <:pmprehensive policy as regards (i) fiscal measures, and 
(ii) non-fiscal measures.· The fiscal, commercial and industrial aspects of every· 
proposal will not only require the most careful scmtiny and examination, butmay 
also necessitate technical inquiries in a number of cases. This aspect should be· 
entrusted to an independent authoritative body like a statutory .Tariff Board which 
alone can take a broad and comprehensive view of the economic development of the· 
,cmmtry- as a whole and recommend for the implementation Q£ such fiscal and 
n~l:-fis.cal measures as are likely to achieve the objective of balanced industrial 
der~iopmf.nt, This naturally implies that the scope and function.s of the Tariff 
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Board "\\ill ha v~ to be considerably enlarged and suitable organisational change& 
will have to be effected for the purpose. The supreme need of the hour is not the
appointment of Committees or Commissions but the implementation of the pro
gramme of industrialisation and execution of the plans already formulated under the
same. As to the suggestion that a comprehensive organisation of the nature of a 
Trade and Industrial Planning Commission sub-divided into suitable branches to
deal '\ith planning and execution of various measures relating -to tariffs, other fiscal~ 
measures and non-fiscal measures, be set up for the purpose, my Committee are of 
the opinion that while the "function of planning may be entrusted to the Trade 
and Industrial Planning Commission, if and when such a body is deemed neces
sary, the function of implementing the fiscal policy should be entrusted to a spe
cialised organisation like the statutory Tariff Board. It is also suggested that 
a technical organisation comprising of different sections pertaining to technical opera
tions, specialised investigations in respect of the conditions of industries, trade and 
corwmerce, various aspects of tariffs and mainten~nce of relevant statistics, and 
costs accounts, should be attached to the Tariff Board, to assist it at every stage 
of its work. 

Question 78.-(i) The Tariff Board should be both permanent and statutory 
with its powers and functions clearly defined. A statutory position for the Tariff
Board will not only confer on it high standing, but will also attract competent men 
of ability and integrity to serve on the Board. In addition, a permanent statutory 
Board will ensure consistency and continuity of policy and make for efficient and 
~pPedy despatch of work, as compared to the ad hoc boards, which were appointed 
from time to time for investigating the claims of industries for protection. 

(ii) The members of the Tariff Boa.rd should be men of ability, of integrity 
and of impartiality, other desirable qualifications being a knowledge of economics 
and a J,ractieal acquaintance with, J;msiness affairs. The Board should consist of" 
a Ch<tirman ~:md a minimum of 5 members, the tenure of office being ordinarily 
fin_, ye<.rs, memL<·rs Leing removable either for incapacity, misl:;ehaviour or an act 
of moral turpitude. The Board should. also have two representatives of trade,. 
commerce ar~d indu:stry as asse~·svrs. \Vhile Government officers may not be 
excluded from hukl.ing office on the Board, it should be ensured that two-thirds
of the members should be independent officials. 

Question 7'9.-The Tariff Bo&rd should be one with sufficiently wide power
s? as to tc able to undertake investigations on its own initiative, under certain, 
c!rtumst~n.ces and f:ven review the progress of protected industries from time to 
tmw. "l11le tte Board should be mainly an adviscry body in character and the 
powrrs of. fingl decision should naturally rest in Govunment, the range of power& 
and functiOns entrusted to it should be wide and comprehensive. It may be ob
::;c·neu that tLe recommendations made by the Indian Fiscal Commission in 1921-22 
as to the 2 ppro_r:riate functiOI~s of the Tariff Ecard did not merely confine themEelves 
to the investigations of the claims of tariff protection as determined by the b·iple 
formvli>, Lut inch.;.ded a large numter of othH functions, such as reForting the 
effec-ts of ex~i:s_e uuties on Indian indu~tries, studying the effects of tariff fOlicy on 
tl_te c_o~>~ of lJYmg, be~>ides 'enquiries into allegations of dumping and ccmplaints of· 
~Iscnm~natory t~e::tment in foreign countties and reccmmeudjng asEistance to key 
mdustrws lRH:ntJal for national defence. The functions to l:e entrusted to the 
Bo;~ru ~>lwuld cc?wr !hose prescribed by the Fiscal Ccmmif'sion of 1921-22 and thoEe, 
asi'Jgriecl to the Interim as well as the reconstituted Tariff Eoards of Hl45 ar.d 1N7. 

Questi01~ 80.-\~'hile _the f~nctions of the present Indian Tariff Board, as laid 
~o,~·n from time to t1m~ since Novemter19-15 may be deemed to 1::e adequate fer the 
hnut~d purp~Ee for wluch they_ are intended, they do not cover the whole ra11.ge o:f 
funct1m_1s wluch a permanent statutory Tariff Eoard. must perform fer the imple
mPnt~twn of the country's long tHm fiscal folicy. It is true that Hn:e e.dditional 
[unctwn.s have been assig1~ed to the present body, but- the present machinery is 
~ntenu~d to Le an jntq·im body primarily conc{lrned. with the que~tion of w~:.r time: 
Industnes. 
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. Question 8! .. -The institution of a technical orgamsation to assist the Board 
WIIl.greatly facilitate the work of the Tariff Board and mil be conductive to a more 

·effiCient discharge of its duties. 
Quest~on 82.-!he. preEent proceduire must be liberalised an.d the Tariff 

Board ~eside~ cons~dermg the case of app~icant i~dbstries must have the neceseary 
, authority to mvestigate the cases of such mdustnes, as are essential to the national 
· ~conomy an~ deser;¥e to be developed and recommended ways and means, mclud
·Ing protective, measures, deemed necessary for the purpose. 

. Question .83.--:0bsr,rv~tions made in question 82 should also apply to small 
. and uno;rgamsed mdustnes. 

Qu~tion 8~.-?-'he Tariff Boar? should be fully authorised to initiate inquiries 
or receive appli:atw:r:s fer protectiOn, without the. ~:arne being first Eutmitted to 

·Government for Its prwr approval as to whether a prima facie case had been m~d.e 
· out by the industry or not . 

. question 85.-~J:..e inquiries by the Tariff Board should be completf'd as ex
ped~t~ously as possibl~, and Gov~rnn;tent must adopt the convention that their 

· dec.Iswn on the Board s recommendation should be notified to the public within a 
-perwd of two months of the submission of the Report. 

Question 86.-No observations to make. 

_ .- Qu.estion 87.-The r~commendations embodied in the Repo.rt of the Tariff 
Board m respect of any mdustry or problem having been made after an elaborate 
and impartial inquiry by a competent body should be normally accepted by Govern

-ment. In case, Government have strong reasons for rejecting the recommendations 
-of ~he. Board., the same should be published. 

Question 88.-(a) Yes. 

(b) Yes. Since the post-war fiscal policy may have to be modified to suit the 
_changing conditions, it is not advisable to embody the general principles governing 
tariff policy, the general procedure to be followed in tariff inquiries and the manner 
of enforcement of the obligations of protected or assisted industries in the Act cons-
ltituting the Board. 

(c) This is cove-red by the answer to (b) above. 

Question No. 89.-The basic aim underlying the Havana Charter is the at
tainment of hiah standard of living, full employment and condition>; of economic 
and social prog~ess. India will for some years to come have to increa8ingly dep~nd 
on industridly advanced countries for the supply of capital goods and terhmca] 

-pel'sonnel, and in spite of the large domestic market and plentiful nat~ral resourr~s 
the pattern of our expC.rt trade will hav ~ to be de-veloped on a multilateral ba"ls. 
This being so, we are naturally interested in f'l'Omoting expansion of world trac1.e. 

· O~r own schemes of expansion and economic develorment will have to largely de
pend upon international co-operation and m:=J.intenance of high lewl of employ
ment and activity in other parts of the worlc.. Viewed from this angle, my Com
mittee approve the basic purpose and objectives undHlJing the H2.vana Charter 

- on Trade and Employment. 
Questions 90 and 9l.~My Committee are given to understand tha.t this 

. Chapte-r on Economic Development and Reconstruction was speciallJ: incorp?r~>.ted 
at the instance of industrially backwucl. and undH-cl.ewloped countries. It Is per
tinent to observe that the articles under the ChartE-r recognise only in a pr.rtial and 

. qualified ma.nner the special needs and requirements of under~eveloped cou:r:tries. 
\Vhile t_he right to utilise particular measurc.s for the promotiOn. of economic de
velopment is recognised, the clause requiring the prior approval of the I. T. 0. 
for imposing certain protective measures is retained.. It would. have been more 

_appropriate if the right of the. industrially backward and under-dewlol ed cou11 
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tries t'o utilise protective measures such as quantitative restrictions were fully re
cognised in the Charter, subject, however, to a subsequent review by the I.T.o-. 

Question 92.-Encouragement of international flow of cap:tal for productive
investment is now incorporated among the purpose and objectJVf· of the 1.'1'.0-
Gowrnment's declared policy in regard to the position of foreign capital in Indi>~. 
specifies the terms and conditions which aTe not only in full accord with the 
requirements lPid down in the Charter but go a litt.le beyond. Generally speaking. 
the provit,:ions in the Charter with the necessary safeguard_s fairly meet with the 
requirements of India in respect of foreign investments. It should, howeye;r, be· 
ensured that India will not be p:recluded from extending or confining direct govem~ 
mental assistance in the focm of protective measr,.res to industries the ownership· 
of whieh is preponcl.eratingly in national hands. 

Question 93.-Commercial Policy.-An analy~is of the various aspects of the· 
Commc!I'eial Policy as embodied in the Charter reveals that the Charter has failed· 
to show an adequate appreeiation of the point m: view of the under-developed 
countries. Although it is true that Eeveral exceptions and reEervations have been 
made in respect of various important sections relating to Commucial Policy, it 
is necessary to observe that the same have been largely inspired with a view to safe
guarding the interests of the industrially advanced countries.' Instead of conceding 
the right of industrially backward countries to resort to a legitimate use of tariffs, .. 
quantitative restrictions, subsidies, etc. solely for protective purposes, as a means 
of bringing about rapid industrial development in these areas, the same has been 
hedged in by sevoral conditions and limitations including the clause requiring prior· 
approval of the I. T. 0. However simplified, the procedure regarding prior ap-
proval of the I. T. 0. may be, it does involve an unwaranted external interference· 
with the competency of a country 1l~ke India to protect her own industries by suit
able nwnsures. In the case of agrlirian countries which have the task of evolving 
balanced economies with a view to raising the depressed standard of livng of their 
peoples, these limitations are likely to act in an obstil'uctive manner. As the pro-
vi:sions cf the Charter stand at present, it is extremelydoubtful whether India can 
freely resort to various protective meastu·es such as quantitative controls, tariffs. 
and subsidies. It must be remembered that these are not made with a view to 
limiting volume of trade nor for discriminatory purposes, but solely for exranding 
production and employment at home in order to raise the living standardl'l of the 
peoph•, Hn ohjeetive which is in consonance with the declared object and purposes. 
of the Ch1cr:er. 

Questions 91 and 9.5: Tariffs and Preferences.-The Charter requires each· 
member of the I. T. 0., upon request frcm other member or members to enter into 
and carry out negotiations directed to substantial reduction of the general level of" 
tariffs and other charges on imports and exports and to the elimination of Prefer
ences on a reciprocal and mutually advantageous basis. From the point of view 
of India, in view of the fact that the protective duties are few in number and the 
gener"llenl of the same being moderate, there exists comparatively little scope for 
ta!i~ r<"~uetions. There is, however, sufficient scope for reductions of tariffs and 
ehmmation of preferences on the part ofleading trading nations of the world. For· 
this reason, it is m~intained that it would be manifestly unjust to expect indus
trially bac-kward countries to offer reductions in tariffs. It is also necessary to 
dr~w a cle!,r distinction between tariffs imposed for restricting trade and manipu-
latmg balance o~ payments position and protective tariffs intended for develop-
ment of domestJc production and increasing employment. · 

Qurwtitative restrict1:ons.-The Havana Charter requires general elimination oi· 
quant:tatn \l restrictions as a principle under special circumstances and subject to· 
certain exemptions. It is felt that India will be entit~d to avail herself of the above 
exceptions during the period of her present un-balance in trade and c.ritical balance 
of payments position. All the same, it would seem that the use of quantitative· 
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.res~rictions as an important n?r~al protective .m~asure is ruled out by the C,harter 
whiC~ ~oes. not appea~ to. be Justl~e~. If ~ndia IS to proceed with her plan of in

·dustnalisatwn, quantitative restriCtiOns Will beome necessary. In this view of 
the case, it is urged that necessary provisions should have been included in the 
Ch'l.rter so as to enable backward countries to use quantitative restrictions as a 
protective measure to develop or establish industries which would otherwi:;e be 
exposed to special ·difficulties. 

'".-, ~S~tbsidies.-While my Committee generally welcome the provisions in rela
tion to subsidies inasmuch as they provide sufficient safeguard against dumpincr and 
-other forms of unfair competition, they holcl the view that the Havana Ch~'trter 
does not accord full recognition to the important role which subsidies can play in 
.industrially backward and under-developed countries as a method of giving protec
tion. My Committee strongly feel that though an industrially backward country 
may not be able to make an extensive use of bounties or subsidies, the use of 
~ubsidies for protective purposes must be definitely recognised. 

In the opinion of my Committee~ the major defects in the various articles under 
Commercial Policy are not likely to harm our trade or industry in the short period 
.inasmuch as sufficient exceptions and reservations have been provided in the Char
ter whereby industries established between 1939 and 1948 can be protected as well 
-as release from the various obligations can be obtained during balance of pay
ments difficulties. However, it is feared that from a long term point of view the 
provisions regarding Commercial Policy are likely to impose restrictions on our 
freedom to utilise suitable measures of protection necessary for bringing about a 
rapid industrialisation of the country. 

Questions 96, 97 and 98.-Have already been dealt with. 

'Question 9.9.-My Committee are in agreement ·with the general objectives 
underlying the General Agreement on Tariffs and Trade. As regards the proVISIOns 
relating to Commercial Policy, they do not fully meet with the needs and require
ments of an under-developed country like India. 

Question 100.-It is submitted that a proper evaluation of the General Agree
ment on Tariffs and Trade should be made having regard to the altered conditions 
a,nd the consequent effects on the composition of our foreign trade. 

Questions 101. and 102.-Sillce the concessions reciprocally granted and re. 
ceived are in operation only over a short period, it is not possible to have a proper 
evaluation which can be made only sometime in 1950. 

Question 103.-The spirit in which the contracting parties are working the 
provisions of the agreement can only be judged after watching the experience and 
~esult of the working of the same over a reasonable period of time. 

Question 104.~A decision may be deferred till the latter half of 1930 when the 
~elative advantages can be examined in a proper perspective. 

As recrards the question of the attitude of India to the Havana Charter, it is 
;uggested that the Fi~cal Commission should gi':"e cl_u~ consideratim~ to the f~asi
)ility of recommending to Go,·ernment the ~es1rab~ty ?f P?stponmg a definite 
lecisim1 for a period of about one Y~<~r, partiC~arly m new of the fact that the 
:ountry is passing through a transitiOnal perwd. 

In conclusion, I am to express the hope that ilie views of my Committee on 
he various issues arising out of the questionnaire will receive due and careful con
ideration of the Commission. 
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THE INDIAN NATIONAL TRADE UNION CONGRESS 

Need for o~erhauling fiscal policy 

It would be a platitude to say that fiscal policy is an important instrument in 
shaping the industrial and financial organisation and activity of a nation, both on a 
short-range and long-range basis. · 

It, again, would be a repetition of the commonplace kno_wleqge to say that 
this instrument was utilised in tills country by the former alien rulers naturally 
for their own ends and to suit their own interests. 

The need therefore to scrutinise, re-orient and overhaul the whole of fiscal 
policy and programme thereunder is equally obvious. ·what is more, it is acute 
and long overdue. · 

Consideration of future policy more important 

As indicated by the categorical and clear. statement made above, we attach 
more importance to a consideration of the basis· of the policy and its application in 
future, rather than to an examination of the defaults and defects, in the matter in 
the past. 

Setting of Socio-ecmwmic objectives : Basis of our approach 

Concentrating accordingly our attention on this main theme of the subject, 
it will naturally be necessary in the first instance to set down broad and basic out
lines of our national economy as we desire to and can evolve it, both on a short
range and long-range basis, keeping in view all the relevent and salient features of 
the socio-economic make-up of our country andits potent~alities. -

To us the following pointA-~seem to be clear in tills connecti?n :-

1. Our national economy must be developed on a self-sufficiency basis : Self
sufficiency in respect of at least the vital needs should be attained regionwise ana 
an overall self-sufficiency ought to be reached on the national basis. 

2. l\Iixed Farming and in most places Handloom Industry will thus be the 
universal bulwork of our national economy ; while each region will have its special 
cottage industry or industries besides. This is true on a permanent basis for this 
country and is the more so specially in regard to the immediate and interim period 
during which any speedy and material progress "ith industrialisation involving 
huge fixed capital expenditure seems to be beset with several difficulties. 

3. Basic and large-scale industries will be developed on a national basis, i.e., 
such as may be indicated by the maximum combination of favourable factors. 
Priorities \\ill have necessarily to be ~xed very carefully ill this connection. 

4. Auxiliary and multipurpose schemes like those for Transport and Hydro 
electric power development also must necessarily find their appropriate place and 
fit in well \\ith the above. 

5. Equally important an aspect of our Socio-economy is that pertaining to 
Distribution ; and in this connection the I.N.T.U.C. has catE'gorically demanded that 
all individual i.ncomes should be brought within a range of Rs. IOO to Rs. 1,200. 

Out present d~tficulties 

The above seem to b6 feasible objectives for. our national economy. Lookins 
to the present state of affairs, however, it appears as if we shall have to start from 
scratch. For our economic condition.:_today is quite unsatisfactory indeed. We 
are forced to import large quantities of food-grain to feed our millions even on the 
existing under nutrition level. The production of raw materials for our main in. 
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dustries like cotton, jute and sugar is materially short of our requirement. The 
organisatio_n and e~ciency of suc_h industries as we have, leave much to be desired,. 
and there IS ~¥-~vers~l compla1?t that they are really in a bad way. The trans
po~ system IS still stramed and madequate, though latterly some improvement is 
notiCeabl~. Trade and ~ommerce seem _unfortuna~ely to be only making matters. 
worse, w1th every ronce1vable malpractiCe appeanng at some point or the other 
for narrow selfish interests of a few. Capital is made "Shv" and as it were a full 
blown conspiracy is gaining ground to thwart all attempts at rehabilitatin<Y our 
national economy and securing a steady, even if slow • .,.rise in the standard of livin(J' 
of the p~ople. o-

It is needless to dilate on this point. For already there is in this connection, 
any amount of laments and exhortations forthcoming from all sorts of people and 
many quarters. We have instead to point out to the obvious and already amply
proved futility of such laments and exhortations, and to the essential need, which 
this hard experience itself has demonstrated, of well planned and co-ordinated 
efforts, of concrete efforts. 

Need for Planning 

Let it be clear, therefore, that we attach a great deal of importance to planning 
in the sphere of our national economy. This is conspicuous by its absence ; and a 
very heavy penalty for the default has to be borne by the people of our country 
today. The first and preliminary requi_site, therefore, is to decide to and according
ly embark upon planned economy. It may be clarified that this would be quite 
consistent -with the policy of controlled and mixed economy which our Govern
ment seem to have decided upon. It may further be asserted that the poor re
sults so far accruing from this otherwise sound policy, can in fact and mainly 
be traced to the weakness in respect of planning for developing our National Econo
my on an integrated basis, which thus would appear to be the necessary back
ground and a sine quanon for success of any particular government policy or mea
sure in the sphere. 

Fiscal policy too must likewise form a part of and fit in well "it.h such an in 
tegrated plan for development and pattern of the nation's economy. 

It mav be clear at this stage that the basic plan may be a rather broad and 
general framework ; but it must be well-conceived and, what is equally im
portant, well-understood not only by those directly concerned, but, in its essential_s, 
also py our people at large, so that everybody knows where he stands and what he IS 

expected to do in the whole_ setting. 
For this purpose, as also for the purpose of unity and continuity so essent.ia.l, 

if speedy and material results are to accrue, the plan must be adopted as a stable 
and uniform basis for some length of time. 

Fiscal Policy must be an orgam:c part of the integrated plan 

l' is-a-vis these considerations, it is submitted that our fiscal policy and the 
machinery thereunder must not be mere piecemeal and ad hoc adjuncts of our ad
ministration of public finance ; but they must be developed into a permanent 
and organic part of the comprehensive and integrated plan as indicated above. 

It is needless to add that the organisation must include a well-equipped stat
istics, information and Research Section, which should carry detailed and careful 
investigations into the condition, working and prospects of the various industries 
and their respective place in the country's economy. 

At the top, the Board itself should have about 5 members of unimpeachable 
integrity and with a background of long and meritorious service in the sphere of 
socio-econQlllic affairs. · 

The Board should be free to take the initiative in covering any particular 
.existing or new industry within its purview. 
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Its rt'commendations should be considered by the National Planning Com
mission, which, it should be clear from our foregoing remarks regarding planning. 
must be appointed at the earliest. 

The decisions of the National Planning Commission should generally be 
"adopted by the Government. 

The need and pos.sibility of immediate acti9n 
Here a partinent question is raised. Jt is this that inasmuch-as the whole

matter, in Its contents and by its very nature, is not merely economic but also 
socio-political, would it be feasible for the present Government to set to work 
about it on the lines suggested above, before the country gives a clear indication 
of its mind .in the forthcoming general elections 1 

Our unhesitating and only answer to this question is in the affirmative. This 
is for two reasons. Firstly there is the clear and inevitable need for such action, 
without which we shall be facing something like a complete disintegration of our 
socio-economic fabric. Secondly, we believe ·l!uch action to be .quite appropriate· 
and possible for the present Government to u~dertake. The plan put forward by 
the Economic Programme Committee set up by.the All India Congress Committee, 
can well serve as a broad basis for such action, for it may be noted that the plan is 
subscribed to not only by the Congress High Command but also by the leader of 
the present opposition party of Socialist. 

Warning against Doctrinnaire or Dogmatic approach 
A note of warning must however be sounded here against any merely doctrin

naire or dogmatic approach, which unfortunately is seen to be the destiny generally 
of all the enthusiasm over planning in evidence these days. Bigotism and fanaticism,. 
in any form or degree, are harmful in everything that affects the welfare and pro
gress of the community ; but in the socio-economic sphere their effects are almost 
disastrous, at any rate in the lopg run. It may sound commonplace ; bvt alas; the 
need to emphasise it does exist; that economics do not lend themselves to any ar
bitrary cut and dry theories or formulre. Even so, we generally find persons that 
matter in this sphere are only too prone to submit to the~obsolete pattern. of 
economic thought left over by the former ruling race. 

It must be admitted also that there is visible equa.Ily unrealistic a.reaction in 
the quarters at the opposite end. · 

And the sum total of the whole situation is confusion. 
Greater initiative, alertness and steady efforts needed 

The haze has to be patiently and carefully cleared and the way to progress 
has to be found out with the aid of landmarks which really exist and are not a mere 
make-believe. · 

. In this way there may be no great chance of very speedy and impressionable· 
a_chre,·ement. Yet for peaceful and lasting progress, which clearly is our objec
tive, no other course seems to be better or even possible. 

B~t let it be realised that this seemingly modest course calls for alertness and 
unceasmg and systematic efforts. In fact it calls for greater initiative and toil 
because it is a course which has concrete performance and not a mere utopia for· 
its objective. It must be admitted that this alertness, initiative and effort are 
to-day very much lacking in all concerned. · 

Thus it is that we have to begin, as it were, from scratch. 
Conclusion 

In thPse c~rcumsta~ces, a simple, practical and a short-term rather than a.long
tPrm plan, which can duec~ly and comparatively easily be evolved from a realistic
appra:sal of our more pressmg needs and potential resources to meet the;m, a plan 
whieh c-an thus be readily conceived, explained, understood and co.llsequently im
plenwnted ·is our preliminary. necessity. 
18 M. of Com, 



444 

This plan then should be the basis for the unified national activity, second in 
importance, if such comparisons there could be, only to our Constitution. 

Examining various aspects 

All this is said in unfortunately unavoidable general terms. Let us however 
-try to be as specifically clear about the subject as we possibly can. 

In this, we shall follow the natural sequence, as we have done when enlisting 
at the beginning, the 5 basic points for developing our national economy. Let 
it be "lear, however, that the sequence does not indicate that in order of importance 
or time the next item is secondary or is only to follow the first. Such diflerentia
tion would be arbitrary ; and in fact there would have to be simultaneous and al
round drive involving a minimum programme in each of the impo~ant sectors, 
which must be co-ordinated inter se. 

Agriculture-Effects of partition 

Let us, then, take Agriculture in the first instance. The most important fact 
~o be kept in view as the background while considering for our immediate pur
pose this part of the subject specially, is the dislocation caused by partition and 

. 'Subsequent non-co-operative attitude of Pakistan. There have of course been 
some pleasant expressions of goodwill and all that from both sides, especially from 
ours ; but these have proved to be merely pious utterances befitting ceremonial 
occasions. lVhen they were anything more and really sincere, their contents and 
spirit were too sublime for the millions on either side of the wall to follow. This 
-real position irrational and unfortunate though it be, has to be understood and 
:accepted by us. 

To meet it adequately we must put forth all our determillation, discretion 
·and endeavour ; for the task is indeed extremely difficult. In brief it is this that 
we shall have to make good within a couple of years at the most, all our deficit in 
food-grain, cotton and raw jute. 

The problem of attaining self-sufficiency in regard to food-grain Is doubly 
-difficult because a material portion of the present acreage "ill have to be diverted to 
cultivation of cotton and jute. The loss of the rice-growing land, which will grow 
jute instead, \\ill be particularly heavier because on rice the land feeds more mouths 
.than on any 'other food-grain. 

It will be noticed, all the same, that we take this shift in production from that 
of food-grain to cotton and jute for granted. We see no alternative and the reasons 
for this are obvious to need special mention. 

Suggestions 
The following measures are indicated in the circumstances :-
1. Utilization of all the cultivable land. 
2. Increasing yield thereon, by 

(A) Supplying incentive to the cultivator by ad?pting a much more radical 
reform ofland tenure systems than any wh1ch have so far been adopted 
and which have more or less failed to create necessary material con
ditions, not to speak of a proper psychological background for such 
incentive. 

{B) Introducing an element of healthy-compulsion in the form of laws 
for Agriculture, such as the one that was proposed-and unfortunately 
dropped ultimatel'y in Madras, which would give po~ers_ to Gov~rn
ment to issue directives for regional control, co-ordinatiOn and Im-
provement of agriculture. · 

(C) Concentrating the activity of the Agriculture Departments and all the 
possible non-official agencies on the miriimum, simp~e and provenly 
f'ifPctive essentials in respect of the region concerned hke the standard 
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rotation of crops, only the best obtainable seed or strain, the most 
suitable instrument and system of tilling and 80 on. 

'(D) Developing initiative and collective action in the rural people : while 
each one cultivates his own field, all must be made conscious of the 
need for attacking their common problems together and must be led in 
collective action to combat erosion, water supply, sanitation and 
similar problems. 

(E) Supporting the progress by supplementary measures both on volun· 
tary basis and, when necessary, by compulsion, as in regard to pre-
vention of anti-social and wasteful customs, etc. ' 

Two related problems 
Even when all this is done it will be necessary to make their results attained 

·go a longer way than at present ; and in this connection two most important and 
·serious considerations at once arise. 

Population 
The first is the one regarding our populati61). problem. It is surprising, and 

when contrasted against its far-reaching and grave implica~ions, it is disturbing 
to find how little attention is being given to this aspect of our socio-economy. In 
fact it is a subject by itself. We can however only make a brief but clear state
ment here that those responsible to lead and govern this country must at once 
take a realistic view of the whole question and see to it that we immediately begin 
tackling it on the lines suggested below :-

A. Sterilising the whole of our begger classes, which should not be too diffi.. 
cult considering the tendency of the beggers to concentrate only in 
our cities and towns. 

B. Haising marriageable age lim\ts. 
C. Social enlightenment aJJ.d uplift. 

Balanced Diet 
The other problem is of correct nutrition. It is admitted that the diet, even 

oQn a\·ailable food articles, can be very much improved upon, so as to bring both 
economy and better health. Very little is being done in this direction. This omis
Eion too must be made good by popularising balance-d diets evolved as nearly as 
possible to the current diet of the respective regions. 

Ayriculture as feeding Industry and Trade 
Coming next to the point, where Agriculture feeds the Industry and Trade 

·Of the Country it will be realised that not only out of our immediate necessity and 
.as an expedienc)', but in fact from the point of fundamental policy and permanent 
results also, our agriculture must be put on a footing. If, the~fore, some of our 
.ambitious Industrial Schemes have to be postponed for the time being, let us not 
he disheartened but let our full effort be devoted to toning up our Agriculture, 
which will thus serve a sound basis for the rest of our socio-economy. 

A few suggestions, which we consider important have already been put for~ 
ward in this connection. They pertain mostly to measures for improving and in
.creasing our Agricultural production. It will, however, be necessary to regulate the 
'kind of produce also, in accordance with our needs of our internal consumption 
and external trade. · 

Apart from direct control measures to secure this object, Tariff Policy also 
~ill have to be employed towards this end. · 

To begin with, then, there cannot be allowed exports of any produce whlt;h 
.could be utilised to make good our national deficiency in food on a balanced diet 
!basis. 

Only second in order of degree but of the same kind of importance is th" case 
.or produce of raw materials for our Industries. 
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. From the point of our ':frade, possibilities ?f converting our primary produce
~to m_anufactured or senn-manufactured art1~les, preferably through Cottage
mdustnes, must be fully explored and the Tariff schedule modified accordingly. 
Thus it would be advantageous obviously to the country to export Oil, Tanned 
Leather, Bone meal etc. in pla(!e of Oil-seeds, hides and bones respectively. 

Apart from Tariff measures, it will be equally necessary to improve and standar
dise quality of the export commodities, to minimise scope for and reauiale activi
ties of middlemen, and to discourage speculation. To secure tnis, there must be
the closest of co-operation and co-ordination in the working of tlie Departments
concerned. 

All these measures will together have definite beneficial results on our AQTi:.. 
culture which will then serve as a sound foundation for the whole of our econo~ic
activities. 

Cottage Industries 

Next, we have to consider the question of productive occupatiol18- allied with 
Agriculture and Cottage Industries. 

The first thing that -we have to stress in this connection is the need to· change
our conservative and predominently agronomical pattern of farming into what is
called mixed farming. Thus, every possibility of irrigation~ even that on a l<>calised 
and modest scale, must be fully exploited. Horticulture must be encouraged~ 
and dairy also must become a necessary adjunct of each farm, though of course,. 
varying in size with the same. · 

-We think it necessary t<_> point out in this connection that the impression often 
gathered and expressed rather easy goingly, that our cultivator has in him all the
experience and wisdom of ages past, cannot in fact be true in all respects and for all 
the time. At any rate, it must not be allowed to lead us to complacency and 
inertia ; though, of course, we must avoid the other extreme- of rejecting wholesale
the old pattern and of proposing absurd substitutes. 

If we thus approach the whole matter in a realistic manner and with \he deter
mination to introduce reform where necessary, we shall succeed, in course of the
coming few years, to convert, with material and alround benefit, the present almost 
solely agronomical farming into mixed farming as suggested above. 

This, by itself, would provide larger scope for subsidiary producth-e occupa
tions in Rural areas. 

As to other cottage industries, it is well known how, being left to their own fate,. 
they have come to grief, 1\ith consequent disintegration of our traditional pattern 
of socioeconomy. 'V'hile it may not be possible or even desirable to-try to-remould 
that same pattern, it would all the same be necessary, if we desire to attain wide
spread economic recovery and a general rise in the people's standard of living, to
resusciate our cottage industries on a well considered plan. 

Sphere 

In this connection, it would be necessary, in the first instance to demarcate as 
near.ly as possible the sphere of the cottage industry from that of the large scale 
manufacturing industry. 

Thus the sphere of arts and handicrafts is dist~ctly their own. \Then we
come to think of it, we realise how little attention has been given in this direction, 
even though potentialities seem to be almost unlimited there. It will be the duty· 
of the Government, therefore, to pick up all the remaining or developing elements in· 
this sphere and otl"er them every encouragement and necessary help by measures: 
like training facilities, loans, advertisements and sales services etc. The products. 
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unay form parfieularly important an item for our export trade ; and a~ such it 
would be in our interest not only to give th1u>J protective treatment within the 
oeountry, bllt also to popularise them outsd~5 oy an intense propaganda drive. 

Coming next to the sphere of cottage industries vis a vis large-scale manufacture 
·we W'!>nld suggest that the latter should be made to serve, as far as possible, our 
cottage industries and competition between the two should be particularly avoided. 
Thus the cottage industry of leather goods could be served by the large scale in
<lustry of leather tanning in the form of supplying cheap and well tanned leather. 
:Similarly, Textile ::\fills could be made to serve the handloom weaving industry 
.and the competition between the two could be a\·oided considerably by concentrating 
the spinning process, as far as possible, in the mills and restricting their weaving 
to counts above, say, 20's. 

As a broad and obvious principle, all thos~ industries which involve simple 
processes and which are linked directly either to the primary agricultural produce 
-on the one hand or to the consumers on the other 'll:re generally fit to be conducted 
.as cottage industries, in the first instance in the rural areas and in the latter, in 
the urban areas also. 

Scope 

It would be easy to enlist quite a large number of cottage industries falling 
in line with this principle. But it would not be much worthwhile to do so. It 
would, instead, be preferable, from the point of securing tangible results, toselect 
-carefully a limited number only of such industries as will be most suitable to the 
•region concerned and manageable so far as the part which the Government and 
.other institutional agencies have to play in their organisation and development. 

•.·· -

Initiative in Organisation 

'For, let it be clear that this part is of almost determining importance. The 
individual craftsmen who ccmld work as the pivot of the old cottage industry on 
family wise basis, cannot by himself get anywhere in the existing setting, where 
organisation is at least as important as productive skill and labour. In fact it is 
to be realised that the whole intiative will have to be taken through such appro
priate organisations by those who are responsible to lead and govern this country • 
. Sueh an organisation will have thus to survey and prepare the whole ground, select 
the lines to be pursued, evolve a definite plan, collect all the requisities for im
plementing it, and then set the craftsman or worker to his job, while the sale and 
·di;;posal of the output will again be the task. for the organisation. 

Machinery 

The organisation must of course be so adaptable as to make it progressively the 
institution entirely of the class which it is meant to serve. From this point, a 
·Co-operative institution for each local and industrial area, federated at the district 
and provincial levels for the purposes of more specialised and effective supervision, 
·co-ordination and control than at present is recommended. 

'Vith the agency of such an organisation it should be possible to collect the 
necessary raw material in the region at the various properly located points of manu
facturt>, to imprO\'e and standardise the technique of manufacture, to train per
sonnel, to supply the finance and equipment for the units where necessary and 
lastly to collect grade, advertise and sell the products. For this purpose there can 
be speeialiscd subsi<liary agencies and organisations as for creating Training facilities 
.and for supplying credit. The main thing is that the ag:ency should be such as can 
be relied upon and should enjoy full government recognition and adequate support 
.amOlmti.ng in fact to preferential treatment. 
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Suggestions 

The details can be worked out by a Cottage Industries Boar~. wliicli should b€t 
f~n;med as an important wing of the National Planning Commission. While rea
lismg the need for a much closer and careful study t>f the whole subject at the time 
we offer here a few suggestions which we consider to be rather important from th; 
point of developing our cottage industries :-

1. Surveys should be undertaken for exploring the possibilities of developing 
the various cottage industries in the different regions. 

2. Technical education and research work in cottage industries should also be
undertaken by the Government, as these Industries are unable t() 
meet any such extra expenditure in their present stage of growth. 

3. Subsidies and loans may be given by Provincial Governments. 
4. Power should be supplied at concessional rates. 
5. Concessional rates should also be given for Transport. 
6. Middlemen should be eliminated through Co-operative Societies. The 

existing law regarding co-operative Societies should be appropriately 
amended. 

7. Produl(tS of the Cottage Industries should be standardised. 
8. Full publicity to create suitable market within the country and outside 

should be carried. · . 
9. While drawing Tariff Schedules and Trade agreements with other coun

tries, particular care should be taken to protect the interests of the 
cottage industries concerned. 

We may sum up by expressing our definite and confident opinion that only on 
strengthening our rural economy by improving agriculture and developing cottage· 
industries, shall we be able· to evolve a well balanced and therefore healthy 
national economy in place of the present lopsided and disjointed pattern. 

Role of organi.<sed I ndcl8try not to be belittled 

What we have stated above should not be construed to mean that we attach 
any the less of importance to devdopment of large scale manufacturing industries 
and all the other components of a modern and efficient socioeconomic system. We 

·have, on the other hand, already stated that it would not be possible, nor would 
it be desirable, to try to return to the now obsolete pattern based solely on agri
culture and allied occupations. Our emphasis on the need for putting these 
primary factors on a sound basis has, therefore, to. be viewed in its correct setting 
viz., of the necessity of strengthening the very foundation of the whole of our na
tional economy and of securing a well balanced and uniform development in both 
its rural and urban spheres. The emphasis does not thus imply any belittling of the 
role which organised industry has to play in our economic resconstructioa 
programmes. 

Basic Sugge.<stions 

On a careful consideration of this role against the realistic background of our 
present circumstances, we have to put forward the following three broad sugges. 
tions :-

1. "\Ve au"ht by all means and without loss of time tonsure that our exiSting 
industries are 

0

put on a sound and efficient working basis. 
2. Government should take the initiative and see to it that basic or key in

dustries are set up one after another as demanded by fundamental needs of econo
mic development of the country and as permitted by all the resources available 
during the period of the short-term plan, as suggested abon. 
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3. Other projects coming forth on pri"\'"ate initiative should be examined care
fully but sympathetically and should receive each its due encouraging treatment> 
on the basis of its respecti'e and relati"\'"e merits. 

Shift in Government policy necessary 

In respect of the first point, the objective should be to establish and attain 
definite optimum standards. It is indeed shocking to see how industries, even 
those which affect our people most vitally, continue to be mismanaged, without 
as it were, any serious cognisance being taken there of, not to speak ofremedying 
it. In this, we are perpetrating, with suicidal effects, the legacy of the former in
different Government of " not bothering about it " excepting for certam ad hoc: 
calls as those arising, for example, out of a clamour for protection. It may. sound 
harsh, but the truth inust be told that even after all the bitter experience we have
been going through, the consciousness that our organised industry is not the family 
affair of the few but is in fact the concern of the community, is still not developed 
in our Government to the degree of a living faith necessary for dynamic action. 

Let us make it clear that we are not bringing in an argument for nationalisation 
here. But our point is that the responsibility of taking the initiative and all the 
necessary and adequate action in pursuance thereof, to insist on the conduct of our 

,industries in the best interests of the community, lies on the Government, and they 
have to be more alert and acti"\'"e than heretofore if this responsibility is to be pro
perly fulfilled. . 

It will be necessary for this purpose to undertake careful investigations into the 
affairs and working of the various industries, beginning with the more important 
ones in the first instance, and tp.suggest reforms therein. In factit will be necessary 
to keep a rather close and continuous watch over them, with a view to bring them 
up to the definite optimum standards as proposed above. 

The apprehension that such an approach will be treated by the capitalists as 
too much of an interference in their business, may be real, and may, in the beginning, 
seem serious also. But as the Government's motive and determination for better
ment of the Industry in general interests will, in due course, become self-evident, 
such misgivings as may initially exist, will gradually be removed. The main 
thing is that all concerned have to be impressed that there is going to be a definite 
shift from the attitude of indifference and anarchy to that of an indulgent interests 
and discipline. The effect will be quite that desired and almost complete if the dis
cipline is enforced rationally and impartially, as between the capitalists and Labour~ 
for example. Above everything, there must be that solicitude for 'ital interests of 
the people involved in the whole show, as will allow no quarters to impediments. 

Beneficial results expected 

By such an approach important conditions and factors in the working of our 
organised industry will be gradually but automatically standardised. This would 
be a very valuable gain, considering the anamolous state of affairs obtaining at 
present in the form of Cynical Yariations in respect of even such important items like
quality of product, profit-margin etc. 

It may be worth while incidentally to point out the significance of these two. 
items, though they have been mentioned merely to illustrate a certain point above. 

The factor of quality, then, will be found to have been generally neglected by 
our producers ; and to correct this fault, it will be only too necessary to emphasise 
the simple fact that industrial development has not merely the quantitative but. 
qualitative aspect also and that this aspect showsjtself not merely in the final pro
duct but in fact in all the stages leading and related to it. 
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The question of profit margin is of evidently even greater import. In capitalis
tic economy it is the driving force behind all its industrial and commercial activitv. 
l:t is easy to understand therefore the complaint being made of late by our industri~ 1 
.and commercial magnets that there is a slowdown in their activity because the p!'o• 
fit margin has dwindled. 

But when we think of it more closely, we clearly find that the real thing is not 
that the profit margin is low, but that it is not uniformly low. We are thus firmly 
of the opinion that a standardisation of the profit-margin at a level. in fact much 
1ower than any seen to-day, will be quite wholesome not merely for the consumer, 
but also for the industry as a whole, inasmuch as there would be no promise of 
·greater return for waiting and as such investment would not be held up. Further, 
we confidently believe that such standardisation could be attained under Govern
ment supervision of our industries, conducted in a more indulgent spirit and help
ful manner than ever evinced. 

* * * * * * * * * 

Crying need for Economic Civil Service 

This leads us to point out to the virtual absence of what may be called an 
:Economic Civil Service and the crying need to evolve the same. The point is 
·obvious and we do not have to labour at it. 

* * * * * * * * * 
Need for enabling legislation 

In order to be able to work on the lines suggested above, the Government will 
1lave to equip themselves with requisite powers for eliciting information regarding 
.and exercising, where necessary and to the essential extent, control on our organised 
industries. The need has been particularly demonstrated during the past few 
months when vitally important productive units, many of them sound economically 
:also, closed down for extraneous reasons. 

It may be repeated that we are·not entering here into any discussion over the 
question of nationalisation. For we are primarily interested in laying down prac
tical objectives and securing concrete results in respect of their attainment, here 
and now. As such, we have to lay stress on the inevitability of timely and ade
quate Govt. action when and any unit or section of an industry or the whole of it is 
found definitely to misbehave or bungle matters. 

Legislation on the lines being proposed at the centre is therefore none too 
early or too strong a measure. In fact it is to be hoped that even industrialists, 
worth the name, will only support a policy of allowing them, even with beneficient 
·encouragement, to conduct the affairs of the industry unhampered, so long as they 
·do it efficiently and in general interests ; and to intervene effectively, when to the 
-extent it becomes necessary from the same considerations of efficiency and com
muity's interest. It is our definite belief that in cases of mismanagement, in
tervention by Government would succeed in securing improvement ; and there is no 
need for diffidence or hesitation in taking the logical steps. For, the real job is in 
fact done by the Technical and Supervisory Staff whose co-operation will not be 
wanting in the Government's efforts to securt: a change for the better. There will 
of course be the difficulty regarding finance, but we shall deal with it, in brief, 
later on. \Ve, however, do not advocate such action unless in well-considPrt'd and 
convincing circumstances. In this way, once it is takt'n and seen through effective
ly, it is bound to succeed in securing compliance to the standards expected of our 
industrie:;o. 
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Regarding Basic lndu,stries 

&ide by side with the care to be devoted, as briefly indicated above, to secure 
-efficient working of our existing industries in the Community's interests, the Govern
ment will have to take up the work, on a priority basis, of setting up key or basic 
industries. For it is mainly to these industries that we must turn for raising the 
-efficiency of our productive system. Iron and Steel plants, l\lachine Tool manu
facturing works, Chemicals and fertilisers producing factories are some of the items 
which are already being considered and the whole coWltry is eagerly looking for
ward to the day that the schemes are given effect to and the plants are successfully 
put into commission. In this respect there is hardly anything ·to say except this 
that the policy should be for the Government to take initiative fortlujght and O..lli 

to allow the usual red-tapist-methods to hold up progress. 

Problem of Technical 'personnel . 

In this connection the problem of securing necessary technical personnel ma:y 
:seem to be difficult, but it will have all the same to be tackled. We shall have to 
invite a few foreign experts in the initial stage, but for the rest, we must make full 
use of our own personnel, which, we are quite confident, will not be foWld to be 
inadequate either in strength or calibre. We have, in fact, observed a paradoxical 
situation in this that while on the one hand there is a clamour about dearth of 
Technical hands, we find on the other hand considerable unemployment even in 
this type of personnel. It would therefore seem both necessary and useful, for 
.assessment of real position and also for the purpose of requisition as and when needed 
to catalogue properly all over available Technical and specialised personnel through 
.an agency like the various Employ!)lent Exchanges and preferably Public Service 
Commissions. 

Other Industries 

As regards setting up and for developing other industries, we may rely mostly 
<m private enterprise. There need be no deviation therefore from the policy 
already amwunced by the Government, except when important gaps have to be filled 
in by Government themselves. The Government must of course attend more 
closely and effectively to its preliminary job of exploration of the potential fields 
and promotion of every new promising undertaking therein. 

Appropriate Fi.~cal policy 

The fiscal policy in this connection must also be accordingly reoriented. The 
former basis was too conservative in conception and rather malicious in its working. 
It is no use therefore to be involved in the deceptiYe wording which clothed it, 
and a. clear break-off therefrom is strongly urged. 

As to future, we do not think it would either be possible or desir~ble to indicate 
any clear-cut and rigid basis. \Ve would, instead, recommend a very elastic approach 
of dealing with each case on its merits and circumstances, the object being to en
able every necessary and useful industry to emerge out successfully from the initial 
difficulties and stand on its own without any more of such " nursing ". The period 
of protection should of course be cut down to the minimum and during this the In
dustry aught to be subjected to close and continuous supervision and necessary 
control, as already suggested. 
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Changes proposed 

The main changes in the old policy would therefore be the following :-
1. Elasticity and comprehensive scope so as to cover any deservin" ease 

of necessary and useful productive industry, if necessary on the ini
tiative. of Government authority concerned itself, and in the manner 
befitting to the particular case .. 

2. Clos~ and c~ntinuous watch over the affairs and working of the Industry 
m questwn and frequent examination of the position "\\ith a view to 
cut down the period of protection to the minimum. Rejection of the 
old system. of fixing arbitrarily certain ad lwc periods. 

3 .. Supplementing fiscal measures "\\ith all the appropriate non-fiscal ones 
also, amounting to "nursing" of the infant industry, so that the 
need for it is removed at the earliest and the industry is enablefl to 
come out vigorously on its own. 

Certain relevent points 

In the light of what has been said above certain points become self-evident 
They are as follows :~ 

I. It is correct and therefore it would he proper-and useful too, to make 
an unqualified pronouncement to that effect. that _the fiscal policy 
best suited for India is protection. 

2. Grant of protection need not be confined to infant industries, but if indi
cated by the needs and the relevant circmnstances of the particular 
case fitting in the plan as may be adopted according to our suggestion
already made, the proposal for granting protection should be consi
dered even before an industry is e~:~tablished. For as stated above, 
protection is no doubt needed for -.;he industrial growth of the country. 
What is important however is that the right infant is selected and 
right protection is administered for the definite period only as 
required, the aims of protection being to end protection and not to 
perpetuate it. 

3. As to choice of methods of such protection we would prefer the appropriate 
method to be determined in each case on its merits. · \Ve think that 
protective import duty would be the usual method, especially when 
it is the case of enabling our industry to "\\ithstand competition and 
dumping of foreign goods. Bounty or subsidy would be preferable 
to import duties when it is necessary to help the industry concerned 
in a direct way and also to cheapen the product from the point of 
consumers' interest. \Ve do not favour pool,.Prices since they would 
have monopolistic features and would tend to work against indi
vidual drive for effi.ciPncy and economy. Quantitati>e restriction 
of imports is a method which may be suitable in certain particular 
cases only depending on factors like the possibility of correct assess
ment of the quantitative data involved, determination of an advan
tageous course on that basis and the limitations in follo"ing the same. 

4. Apart from what is stated above, it may be woi;_th considering, it seems, 
to prevent dumping of foreign goods, if necessary, by banning their 
import altogether for the time being, so as to enabl<.' our home indus
try to adjust itself to meet the chaJlange. 

Policy regarding e.rport Trade 

5. As to our fiscE~l policy t•is a vis our export trade, we have already stated 
that the demands of our internal consumption in regard to our re
quirements of food and those of raw material for our industries should 
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be met first. All the other items ::>hould be developed to the utmost·. 
for purposes of our export trade, which ought to be handled through 
regular organisations of approved export agents under definite and' 
effective Government control so as to secure standardisation of quality· 
and fair price le,·els of the commodities and preY6iltion of speculation. 
It is needless to state that free trade is only possible between two equally. 
well-developed countries, other"ise the under-developed country 
remains undeveloped. Free Trade should, therefore, be deferred. 
even in principle until India achiens an economy comparable with 
the industrially ad>anced countries. This point, however, is of some-· 
thing like an academic interest only. For, in fact, there is hardly· 
any Free Trade at all existing anywhere in the world to-day. 

Obligations of protected industries 

Mter having dealt with the aspect of Government's role vis a vis our Industries,.. 
i't is now necessary to indicate briefly some of the main obligations especially of the· 
assisted Industries. · 

Generally speaking, every industry is only an organisa.tion for the service· 
of the community. But industries recehing protection or assistance from the Govern
ment are more directly the concern of the Community and owe a greater respons-
ibility towards it. In view of this, protected 'Industries must fulfil the follo\\ing 
obligations :-

L They must fall in fully with national policy in every respect. 
2. Their affairs must be treated as involving a high stake of the people of 

the country ; and must not therefore be hided from the latter as
if they were sop~e privileged person or persons' exclusive concern, 
but should be l'otrectly imd clearly put before the public from time to· 
time. 

3. Protection and or assistanl'e must not be allowed to be abused through 
inefficiency, wastefulness, monopGllistic tendencies and or profiteering, 

It must be insisted that the organisation anc~ working of a protected industry 
aught to be definitely superior to that of others in respect of efficiency and economy. 

Government protection or twen assistance involves a certain burden on the· 
consumers or the community. The very purpose in choosing to bear this burden 
would be frustrated if any the least inefficiency or waste in the conduct of the in-· 
dustry concerned were tolerated, while the burden itself would only grow worse. 

Similarly monopolistic tendencies and profiteering would ~amount to deceiving. 
the community to pay the price to that extent, only for the unfair and anti-social 
gains of the few vested interests. 

It is therefore incumbent upon the industries enjoying government protection 
or assistance, to serve the community in the best, cheapest and most efficient manne.l' 
possible. 

Some reltt:ent suggestions 

All this may seem to be too plain to need any special mention. But the task of· 
ensuring compliance to the requirements indicated above, will call for a good deal 
of serious thought and well-planned action. 

Thus the Fiscal Commission, while making its recommendations, will have to 
lay down before it even the general frame work of national policy, including of course· 
that in respPct of nationalization. 

On this point, we ha ,-e said pre,-iously that! a firm adherence to the original 
pronouncenwnt made by the Go\·ernment, coupled with the close and continuou~ 
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:supervision and necessary control that we have herein advocated with the object 
-to secure standardisation of conditions and attainment of the definite optimum 
:standards that may be laid down, should be considered satisfactory for the present. 

Further, the Commission will have to suggest ways and means to enable a reaular 
·examination of the affairs of the Industry concerned and to ensure that they are 
··conducted efficiently, economically and in the best interests of the consumers. 
. . In this respect, we think that while a specialised agency of the nature more or 
jess of "the ·working Party " may be necessary and appropriate so far as the In
·dustry itself is concerned, co-ordinating machinery, as for example, for the pur
_pose of evolving a fair price structure , may also have to be set up. 

Minimum and immediate conditiomJ regarding Labour 

At this stage may also be stated our views regarding the obligations of the 
:.Industries concerned in respect of Labour. \Ve may not in this connection 
·recount all the commissions and omissions of the past. Suffice it to say that Labour 
must be treated at least on par with capital in the present and immediate stage of 

, ·-.our Socio-economic development. This requires for the time and a.~ minimum and 
.-immediate conditions, the following :-

1. A basic change in the attitude towards labour, recognising Labour as not 
merely a factor of vital importance in the productive machinery, 
but also as a worthy member of the Community . 

.2. Paying at the lowest level not less than minimum living wages, occupa
tional differentials appropriate to skill and labour involved to other 
categories, dearness allowance at the rate not less than that required 
to compensate fully the rise in the cost of living at least on the mini
mum living wage level, and the share in profits as proposed in the 
note of dissent by our President, Shri K.handubhai K. Desai in the 
Report of the Profit Sharing Committee. 

·a. Good working conditions, respectable treatment on the basis of equality 
of status, recognition of and full co-operation to Trade Unions with
necessary representative character ; resolving trade disputes through 
mutual agreement and arbitration. 

4. Effective voice in regard to management in so far as matters affecting 
working conditions, wages and security of service of the workers are 
concerned, while in other matters also Labour should, as far as possible, 
be taken into confidence and be welcome to offer suggestions. 

5. The maximum possible relief should be granted in respect of housing by 
adopting interim plans which c~n be implemented with the available 
resources only and therefore without delays. 

While the fulfillment of the above conditions is expected of every industry 
in general, protected industries have ~ special responsibilit~ in t~is r~spect ; ~or, 
•employment on fair standard is-certamly one of the consideratiOns m grantmg 
_protection to a particular industry. 

Our Approach 

It will be seen that we have found it com·enient and we believe it is proper 
also to deal with the whole subject of fiscal policy in its various aspects at their 

,respective place in the general setting of our Soeio-economy, rather than as an isolated 
. subject by itself. 

Jlines, Power-Plants and Transport Systems 

In this statement, we have not said anything separately and specifically re 
mines, power-plants and Transport systems. This !s because of the ~act that <~lmost 
the same considerations hold good in their case as m that of the basic or key mdus-
.tries. 
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Finance, Taxation and Income-prices adjustments for Capital-formation. 

\Ve may now indicate briefly some of our ideas regarding finance, with which.~ 
is also linked the system of Taxation. 

In the first instance we wish to express it as our confident belief that our need 
for finance would not be of an unmanageable magnitude. We expect that the com-. 
mitments in respect of our proposals for improving agriculture would not be very· 
heavy, because the whole basis there is to make the rural people themselves 
do the needful. Government's resources can therefore be spared for concentrated. 
use on specific and thoroughly sound schemes like development of cultivable land. 

The requirements for development of cottage industries would of course be 
material, but considering each scheme, the investment would not be heavy in pro-. 
portion to the turn-over and besides the turn-over would be comparatively quick 
also. 

The most important item from the point of finance is of coursE! of the schemes 
of Transport and Power development and of key or basic industries. But whatever 
the cost, which may have to be met even from borrowed funds, these schemes must 
be taken up and carried through so as to keep pace with or rather proceed just ahead 
of de\·elopment in other Sectors. 

Dynamic approach needed. 

\Ve are thus strongly in favour of adopting an enterprising rather than a con· 
Sf'rvative policy regarding finance. If our plan is fundamentally sound, befitting 
in respect of time and circumstances, and well-worked, the expenditure thereon 
is just good investment and it would be a pity to hold it up and thus perpetuate 
the stalemate in our economic life. This stalemate, we are convinced, has arisen 
because of absence of vigorous collecth-e effort. If as a result thereof we only 
adopt an increasingly "cautious" attitude, which in effect means doing nothing, 
then not only will nothing be dohe but prospects of doing anything afterwards will 
dwindle down further still. If on the other hand the Government take a bold 
stride, making all our people enthusiastic and active about it, the lifeblood in our 
body economic would at once flow warm. It is time, therefore, for pursuing vigor
ously all our development schemes, not for dropping and cutting them. Any loans 
that have to be raised for the purpose, we repeat, is good investment ; and the 
balance-sheet position of our country does certainly warrant it. 

Need for economy in Administrative expenditure. 

\Vhile we advocate such dynamic approach in regard to development projects, 
we wish to insist with all the emphasis at our command on cutting down atraight· 
away and materially the expenditure of our Governments. The present adminis· 
trative machinery need a complete overhaul, such that every personnel is employed 
strictly on a definite purpose fitting in the whole scheme, is made to put in his ful 
quota of work and is paid neither too low nor too high. India just cannot afford the 
present loose, unmanageably huge and extremely costly administrative organisa· 
tion. 

Revision of Taxation long overdue. 

From the point of finance and the comprehensive functions which the Govern· 
ment are called upon to undert9.ke in re!mUdin~ our Socio-cconomy, it is essentia: 
to change our Taxation policy also. The present system, with so many and heavJ 
indirect taxes, is very unfair to the averacre citizen. Protection duties, so far a1 
this aspect of the matter is concerned, are ~ot to be welcome ; but on a balance 
of considerations they han to be accepted as already stated. It is only fair howeve1 
that the taxation scheme is revised by adopting to the maximum extent possiblE 
direct Taxation and by distributing the burden more equitably than at present 
Death duties seem to be long overdue from this point as also from that of puttin~ 
idle wealth to use. · 
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Putting idle u•ealth to u8e. 

lt seems that at present such wealth is not being brought forth for investment. 
"This is because we are in a rather confusing position for some time. The moneyed 
J>eople feel that the old setting perpetuating the richness of the rich and poverty of 
the poor is going to be revolutionised. They are consequently sitting tight on their 
money and watching the times with forebodings and suspicions. The poor, on their 
_part, have still not got enough to live by and spare. The remedy, we think , lies in 
·making it clear to the moneyed people that while the old ways have to end for good, 
·the new ones mean a more equitable distribution of wealth but no less of security. 
It may take some time for the adjustments involved and for the conviction and 

.,confidence to grow. But we feel sure that it can and must be brought home. The 
"Shyness " or "Strike" of capital will certainly end then. 

Price-! ncome adj u.stmmt.s. 

The other classes also cannot be left out of consiaeration in this connection . 
. But before indicating possibilities from their quarters it is necessary to say something 

.. about adjustment of their incomes and the price structure. We think it would be 
unrealistic now to look forward to any immediate and material drop in price-le,·els. 
Logically, therefore, we shall have to consider ways and means of stabilising our 

. economy first on the basis more or les~ of the present levels. For this purpose we think 
it necessary that the incomes of those groups which have not been examined and ad
. justed, should be so examined and adjusted to the existing price-levels. These 
'groups include mostly the salaried class employees and workers in the unorganised 
.• industries. On the other hand, incomes at the top should be progressively reduced 
both by direct and indirect measures. Thus ultimately the income-range 
·Should not be wider than Rs. 100 to 1200. 

Once the immediate and minimum adjustments b('fitting the present conditions 
.and price-level are made, as suggested abon•, we should be able to attain a steady 
.and balanced economy. which then can lend itself to more rational and effective 
. control so as to enable us to bring it to normally, including of course a lowering down 
~of the prices. It will ~e most essential howewr to take every care to see that the 
very purpose of making these adjustments is not vitiated by further deterioration 

:·in the prices position. It will be particularly necessary for this purpose to make 
··every effort, irrespective of anything else, to bring do"-n the prices of food and cloth 
.. as far as possible. There must aslo be strict and effective rationing control on com-
modities in comparatively short supply. This coupled "ith adjustments we have 
suggested above, would enable the bulk of our people to manage their livelihood 

'Detter and more easily than heretofore. 

Small-savinys. 

This would als<? open possibilities of small but wide scale savings. 

Our banking organisations will have to be turned to serre better in this setting 

All these measures, taken together woulfl certainly solve our difficulties of 
·finance. 

Prospects Hopeful. 

We thus confidently hope that given a correct lead, our economy would soon 
··be out of the bog and could be rehabilitated on the desired IillA". 

'Ve would be quite prepared and willing to &J•pear before tae Commission in a 
~dcputa.tion to further clarify our point of view, as may b.1 nece~&ry. 
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Dr. V. K. R. V. Rao, UNIVERSITY PROFESSOR AND DmECTOR~ 
DELID SCHOOL OF ECONOMICS, UNIVERSITY OF DELID. 

I. It seems to me that the whole policy of protection has to be viewed in the 
~ontext of our economic policy which envisages the planned development of the 
.country's economy. The Government have announced their iotention of e::.tabli
sbin(Y d. Plannin(Y Commission and one of itt,, ta&ks would obviously be to determine 
prio;ities in respect of indubtri~l developments. Th~ economy contemplated is a. 
mixed economy, when~ c part of the industrhl sector will be directly operated by the 
State either departmentally or, more probably, through public utility corporations, 
while the rest of the industrial sector is left to be operated, by private enterprise, 
subject to such governmental regulations a.s may be prescribe,d from time to time. 

2. The first question which arises is with regard to industries that will be set 
up by Government. There .is no doubt that before setting up such industries, 
Government will undertake mo<>t detailed enqUiries into the economics of such 
indm;tries and would set them up only if they are. satisfied tha.t such industries are 
nationally necessary and economically justifiable. In other words, those industries 
that Government will set up wbuld fall under the very class for giving protection 
to which the Fiscal Commission of 1921-22 took such strong exception in paragraph 
101 of their report. I quote "If applications for tariff assistance are entertained on 
behalf of industries which have not yet come into existence and the Tariff Board 
has to consider not facts but the antic_ip!tions of the promotor, it will be a. ta.sk of 
great difficulty to make a selection with any reasonable assurance of success. The 
danger of loss to the community by extending tariff protection to such industries 
will be great", and yet, under a planned economy, industries are bound to be set 
up by Government on anticipations and will presumably automatically enjoy 
protection either through tariffs or by other means. One example of an industry 
which has been set up by Goverl\lhent in this manner is the fertiliser industry in 

.Sindri ; and it is well-known that other industrial units are under contemplation. 
·while I am completely iP favour of a planned economy and, therefore, the setting 
up of industries by Government, I think some economic safeguards will have to be 
provided for this Governmental sector of industry, especially when there will also 
be a brge private sector to which presumably economic principles of protection will 
.be applied. l\ly concrete suggestion, therefore, is that :-

(I) The Tariff Board should be consulted by Government in the initial stages 
before they actually set up a new industry or an industil.'ial unit ; 

(2) that as far as possible; and subject to necessary exceptions in the case 
of defence industries, considerations which would normally favour 
protection to private industries, should also apply to Goveni.ment 
industries ; 

(3) the Tariff Board should be given the power to make periodic progress' 
reports on such governmental industries. . 

In my opinion, unless some such safeguards are provided, there is a danger of 
·waste of national resources in one sector of the economy. 

' 
3. As r~ga.rds industries in the private sector, protection is obviously one of the 

well-known and well-tried methods for IJromoting industrial development and I 
-do not think it is necessary for me to argue the case for continuing a policy of pro
tection in India. I do not, however, subscribe to the view that protection should 
be given in an unqualified manner. Even the minority of the Fiscal Commisssion 
did not ask for a. policy of unqualified protection ; what they objected to was the 
:rigid content of the qualifying phra.se "discrimination" which the majority of the 
.Fiscal Commission adopted and made a necessary part of the policy of protection. 
1 quote "while we agree that the. policy of protection should be applied with dis
-crimination, we do not think that any qualifications.,or limitations should be made-
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a condition precedent to its adoption". The real question, therefore, is not whether
there should be discriminating protection or unqualified protection, but whether
the State should lay down the broad qualifications entitling an industry to protection, 
or whether the prescribing of such qualifications Rhould be left to be determined 
on an ad hoc basis by the Taa-iff Board in the case of each individual indm;try applv
ln.g for protection. l\Iy own view is that the leg,islature cannot escape the re"'s
ponsibility for laying down, in however general a manner, the qualifications neces
sary for the gral'.t of protection. I base my view on the fact that an:v measure oi 
protection will affect revenues, impose burdens, however temporary, on consumers, 
and lead to utilisation of national resources in channels other than those which 
would have been followed in the absence of such protection. 

While espousir.g the view that the fiscal policy adopted by the legislature should 
not merely be a simple declaration in terms of protection, but should also contain 
the qualifications necessary for protection, I would suggest that the qualifications 
laid down need not be as rigid and inflexible as those laid down by the majority of 
the Fiscal Commission, in fact, I would even be prepared to advocate that the quali-
fications laid down for the grant of protection by the legislature may be treated as 
illustrative of what they have in mind rather than as the only conditions on which 
protection can be recommended by the Tariff Board. Thus, I would suggest a 
form~la somewhat on the following lines :-

In view of the immense importance of industrial development in India and the 
-almost insuperable difficulties in the way of such development in the absence of a 
given measure of protection from foreign, competition, a policy of protection ot 
Indian industries is both necessary and desirable; such protection, however, cannot 
be had by any Indian industry as a matter of right, just because it is Indian and 
irrespective of its economics in a broad sense. In particular, an industry desiring 
protection should, as far as possible, satisfy the following conditions :-

(1) It must possess some natural advantages ; by way of illustration of what 
is meant by natural advantages may be mentioned either domestic· 
supply of raw materials or a large home market or some other compara-
tive advantages, such as labour or tradition or location, etc. 

(2) It must not require such a measure of protection as ~ill impose an. 
intolecable burden either on the consumer or on the other productiYe 
sectors of the economy. 

(3) Its cmrent level of costs should be such that it will not be able either to
emerge or to survive or to expand without protection from foreign 
competition, and 

(4) It must possess foreseeable prospects of an eventual reduction in costs,. 
and, therefore, of an eventual reduction or e\"en elimination of the 
protection which it will be granted from foreign competition. 

It Will be seen that the conditions I have suggested as qualifications fer 
protection are very much more liberal a~d, _in fact, in ~orne respec~s _fundamentall! 
different from those sugge&ted by the maJouty of the Fiscal CommiSsion. In ;p<.rti
cular I would like to draw attention to the fac~ that the formula I suggest ennsages 
prot:ction to new industries, and, at the same till?-e does not lay_ down the ~igid and 
rather difficult condition that proof must be furrushed that the mdustry will ev~nt
ually be able to face world competition without protection. What I am suggesu11g,. 
therefore, is not a policy of "dis('riminating proteciion" as recommen(~ed ~y the. 
ma3orit.y of the Fiscal Commission, nor is i~ a policy of unq~al~fied protection as 
some people would like to recommend. I think the best descriptiOn of the formula 
I have suggested would hE, "nationally essentifll protecti•)n·~ 

I must also add that exception should be made as r~gards _the sa_tisfaction of" 
even the conditions suo-o-ested abo...-e in the ca~e of those mdustnes whiCh are dec
lared by Government t~ be essential industries from the point of view of national:· 
policy. Even in the case of such industries, howeve-r, I would recommend that the--
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extent of protection to be gh·en should be placed before the Tariff Board for its 
recommendations and the Tariff Board should also possess the power to hold periodic 
review of the working of such industries. 

4. As regards the method of protection to be employed, I am of the emphatic 
opinion that the main method should be tariff duties supplemented, in such cases 
as may be necessary and financially possible, by bounties and subsidies. · I am not 
in favour of using the method either of quotas or of guaranteeing a percentage of 
the domestic market for purposes of protection. I am in favour of the method 
.of tariffs because -

1(1) It gives the best incentive to the domestic entrepreneurs, 
:(2) leads to domestic competition with healthy consequences in terms of 

jmprovements in quality of output and increase in efficiency, 
·(3) gives the consumer greater freedom of choice, 
(4) acts as an incentive to the protecte<}industry, at least to make an attempt 

to keep pace with progress abro~td, 

•(5) .it can be more easily reviewed from time to time and·either increased or 
reduced as the case may be, and · 

•(6.) enables the public to keep a better watch on the use of protection for 
industrial development without, at the same time, exposing the country 
to the adverse moral and economic consequences that follow from a 
system of analysing and control of individual industrial units by depart-
mental officials. · 

I must point out, however, that I am not suggesting the complete banning of 
.. •quotas" or "pool prices" from the fiscal armoury ; I would only suggest that the 
former should be used mainly for purposes of dealing with the adverse balance of 
payments or in implementation of bilateral agreements, while the latter should be 
used only in the case of commoclft'ies for which there is a nationally planned system 
of distribution, either directly through governmental channels or through channels 
rigidly controlled by Government. · 

5. I am of the emphatic opinion that clear reference should be made in the for
mulation of fiscal policy to the obligations of protected industries. Protected indus
tries have an obligation to the community, as w'ell as to the economy. Thus the 
widest possible opportunities must be given to the people of the country to share 
.in the profits of protected industries, which means that there should be no monopo· 
!ising of the bulk of the ordinary share capital of companies operating protected 
industries by the promoters and their friends, but that full opportunity should be 
given to the small man to subscribe to such shares. It also means that, as far as 
possible, protected industries should be rQil by joint stock companies and not by 
individuals or firms or associations of individuals. Secondly, the protected industry 
.has the obligation continuously to strive for a reduction in its costs and for an improve
me~t in the quality of its output. It has also the obligation to see that opportu
nitws for employment and technical training should be open to all qualified persons 

.and not confined to friends and relations. of the promoters ; in other words, the 
system of recruitment to jobs in the protected industries has a semi-public aspect 
and oannot be treated as one exclusively falling within the patronage of the 
promoters of such industries. Then again,..protected industries have the obligation 
to see that they take a prominent part in the promotion of capital formation in the 
·country, which means that there should be regulation of the distribution of their 
profits and specific provisions for the building of reserves. Finally; tho protect~d 
industries have the special obligation of seeing that conditions of labour and of 
service conform to national policy and that, in fact, protected industries behave as 
model employers rather than as employers constantly in need of public rebuke and 

.industrial unrest for the creation of decen't conditions of labour. 

18 M. of lJom. 
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6. If a policy of protec-tion as outlir.ed ahm·e is to be implemented, it is obvious 
that ~here shc·uld be some specific machinery for doing so. In my opinion, such a 
maehmery should not be a Go,·ernment department, but should eonstit'lte a praeti
cally autonomous body on the lines of the Tariff Board. The Tariff Board should 
be a body set up by special legislation and clerh·ing its power and funetion from such 
legislation. and not. from the departmental orders 9f any single ministry in the 
Government of Ind1a. It should not be .a b:>dy representative of different interests~ 
but should be a body enjoying a semi-judicial status and containing members who 
would command the confidence of thi country for their integrity, ability, experience 
and objectivity of outlook. It is essential that the Tariff Board thus constituted 
should have individuil or groups of experts appointed on an ad hoc basis for assisting 
the Board either in examining claims for protection or in reporting on the workina 
and progress of protected industries. Hearings before the Tariff Board should 
invariably be held in public, and persons representing labour interests or consumer· 
interests should have the opportunity to place their views before the Board on any 
application submitted by an individutil industry. The conclusions of the Board 
should be in the form of recommendations to Government, the ultimate responsi
bility for decision being a matter for Government, at the same time, all decisions 
of Government on the grant of protection should be placed before the Je.~islatur!.' 
for approval before the proteetion is actually granted. 

7. The extent of protection should be recommended by the Tariff Boanl ; ob
viouslv a considerable measure of discrPtion :-.houlcl he ldt to the Board },oth in 
respect of the amount of protection recommemled and the period for which it is 
recommended. In general. howen·r, I woui<l agn:c "·jt!t the formula of the 
"fair selling pnice" that woulcl gi,·e a reasonaLle renn;neratiun to dome,.,tic· capital 
and. at the same time, aYoid enconragc·ment to inefficiency in pro•luetion, but "·ill 
tenfl to stimulate efficiency and reduction in costs. Provision must be made for 
revisio11 of the tariff clutie~ recommended in an upward direction if ci.rcum:;tances 
arose whith warran~ed 'uch action ; in such cases, however, Government should 
obtain the opinion of the Tariff Board before undertaking such action. On the 
whole, I would not be in favour of a downward reduction of the tariff during the 
period of protection, even if favourable circumstances justifying su<;h a reduction; 
and I would rather leave to the ordinary laws of the land the task of appropriating 
to the public exchequer a reasonable share of such extra profits, it being understood, 
of course; that with the expiry of the period of protection, the whole question will 
be examined de ?lO't:o. I would lay stress on this view, because I think that unless 
there is some guarantee of the rate of protection for given period, it will be dificult 

·to attract either capital or enterprise or to stimulate efficiency in the protected 
industries. 

I atiach a great deal of importance to the necessity for keeping a continuous 
watch on the working and progress of protected industries ; I am also of the opinion 
that this function should properly be entrusted to the Tariff Board and not to a. 
government department. In fact, I would strongly urge imposing a statutory ?b
ligation on the Tariff Boad to issue an annual report on the progre;;;s and workmg 
of all protected industries and would add that t~ese ~eports ~hould b~ placed ~ef,)re 
the lecrislatura and a day or two allotted for theiT bemg specifically diScussed m the 
legislature. It follows that the Tariff Board should have the necassary powers to 
obtt.in the information that it requires from the protected industries and that it 
should also have the staff necessary for the purpose of not only collecting but also 
of analysing such information. 

As I have already pointed out, the Tariff Board's annual review of protected 
industries should not only include those in the private sector, but should also cover 
those in the governmental sector. 

·. 8_. Obviously, industrial development of the kind envisaged above will ha.v~ to 
be undertaken· in the context of a pl~ed development of the country's natural 
and foreign exchange resources, and must not only proceed side by side with dave-
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lopnwnt in the agricultural financial and serdces sectors in the economy, but must 
also Le aceompanied by the aneillary dc,·elopmcnt in the non-industrial sectors, 
whic·h is £'S"Cintial for the industrial cl(',·elopmcnt. It becomes, therefore, a moot 
quc,.;tion whether the Tariff Board shonl<l funetion as an auto 1omous organisation 
or should merely be a wing of the proposed Planning Commission. ::\Iy own personal 
preference is for making the Tariff Board a separate entity, not only because of the 
immensity of the problems it will have to deal with, but also because it will have some 
functions which will be additional to those that will fall within the perview of the 
Planning Commission. At the same time, I need hardly emphasise the necessity for 
a close liaison being maintained between the ~ctivities of the Tariff Board and the 
Planning Commission. 

Industrial development, then, takes its place as a part of the whole scheme ·of 
economic development. Among the many essential conditions for the facilitating 
of such development on both a comprehensive and a rapid scale, that of capital 
formation is, perhaps, the most important. I would emphasise what has already 
Le£'n stated by the United Nation's Sub-Cwnmission on Economic Development, 
viz. that primary rdiance should be based on d01pestic savings for capital formation. 
I am aware that in a country currently as poor a.s ours, domestic savings will not be 
snftl<·iPnt to finance pconomic <le,·dopment on the rapid and comprehensive scale 
whieh wP all l]p,.;irc; at the same time, I am..-ofthe opinion that not enough attempts 
ha ,.e hePn ma(lo in the country to tap its re:>ources in domestic saving:>. I would, 
th<·rL..for<', pl<'<Hl for an all-out policy for encouraging both the formation and the 
mobilization of domestic savings, ra~tly by an extension and imprm·ement in the 
ba11ki11C( mal'hincry, partly by a system of differential interest rates applied to small 
sadngs, awl partly hy a more liberal governmental attitude to divi<lencls. 

As I have already stated, howt>\·er, domestic savings are not likely to prove 
sufficient and the country may have to rely on foreign capital, at least to some 
extent. TIH' whole question of foreign capital, however, is one that bristles 
with difficulty. Should we relY, .on private foreign capital or should we seek loans 
from foreign gonrnments or should we rely on finances from international agencies? 
"'hat is this "economic climate" which foreign private investors desired in 
order that they might send their capital to the under-developed economies ? Can 
the under-denloped economies provide this 'climate' consistently with their 
obligations to their own national economies and peoples ? Should we enter into 
bilateral investment treaties ? \Vhat guarantees shall we give for foreign capita], 
and what obligations shall we impose on them 1 Can we concede the principle of 
"National Treatment" of foreign capital ? Even a mere statement of these questions 
is sufficient to show the complexity of the problem ; and to discuss the whole matter 
would require a whole treatise by itself. I would, therefore, confine myself to stating 
my opinions in a somewhat dogmatic and summary fashion, and leave it to the 
Commission to ask me such questions as they may feel necessary for the purpose 
of better elucidation of my opinions. 

To begin with, it is my view that, of all forms of foreign financing, the one 
most consistent with the interests of under-developed economies is financing through 
international agencies. I am not satisfied that the International Bank for Recons
truction and Development is in a position to meet all the needs of under-developed 
countries ; at the same time, the conditions which the Bank imposes for most of 
its loans, the high rate of interest that it charges, and the banking orthodoxy that 
is an inevitable adjunct of the sources from .. which it draws its funds, are such that 
many schemes of development, vital to industrial growth and needing foreign 
financing, would, nevertheless, not be catered for by the International Bank. That 
is the reason why I outlined, in an appendix to the report of the third session of the 
United ·Nations Sub-Commission on Economic Development,. proposals for the 
4lreation of a new international agency to be called the 'United Nations Eoonomio 
Development Administration' or UNEDA. A copy of this document is submitted 
herewith for the information of the Fiscal Commission. The proposal met with 
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scant sympathy both from the international Bank and from the t'nited States, 
but it is gratifying to note that the Economic and Social Council has asked for an 
investigation into the adequacy or otherwise of the existing agencies for international 
financing, and that a committee of experts who reeently reported on the subject 
to the U, N. 0. have strongly favoured an increase in the resources oft he International 
Bank and a relaxation of its conditions of lending for financing economic dPvelop
ment in the under-developed countries. 

I do not favour obtaining loan~ from foreign governments, as such loans are 
·almost invariably accompanied either directly or indirectly by political strings'; 
and to a country which has recently won its freedom such as ours, political strings 
·of this kind would not be welcome and are not likely to be accepted by public opinion. 

, As regards private foreign capital, it is very difficult to get any real1y autho
titative statement on what safeguards foreign investors want. Safeguards against 
hationalisation without compensatiop and against restrictions on transfers of pro
fits and capital have been given by ndtional governments, including our 0"11 govern
ment, but these do not seem to satisfy the private foreign investors. American 
investors, in particular, desire guarantees by their own government and President 
Truman's Point IV programme takes account of this desire and attempts to 
provide for such guarantees. Inevitably, however, the American Government 
wants to-re-insure its risks by arriving at bilateral treaties with countries 
desirous of importing private foreign capital. At the same time, foreign private 
investors do not want restrictions placed on their freedom in the matter 
either of capital subscription or of appointment of directors or of recruitment 
of staff. They also desire not merely non-discrimination against other foreign 
investors, but also want 'national treatment' or non-discrimination against 
domestic investors. At the recent India-America Conference helLl unrler the 
joint auspices of the Indian Council of V1-orld Affairs and the _\merican Institute of 
Pacific Relations, some of the American delegates representing business interests 
went so far as to indicate that, in their opinion, a suitable economic climate "·ould 
include the maximum possible freedom from governmental regulations and res
traints, thereby by implication declaring their hostility to a planned economy. 
Under these circumstances, I feel rather difident in making any recommendations 
in regard to the treatment of private foreign capital. I shall confine myselfto stating 
my opinion that :-

(1) we should enter into no general or bilateral agreements in respect of the 
treatment of private foreign capital, 

(2) we should enter into ad hoc arrangements with each individual foreign 
enterprise that seeks to invest its capital in the country, 

(3) that all imports of private foreign capital into India should be subjected 
to licencing, the grant of each licence being determined by mutual 
negotiation between Government and the investor concerned, the 
terms being fixed on the merits of each case. 

I believe that what I have stated above is also what the Government of India 
has been following so far in regard to the treatment of private foreign capital ; and 
if my understanding is correct, I would extend my strong support to this policy. 

9. Final1y, I would like to say a ~word in regard to the Havana Charter of the 
.I. T. 0. Without going into the details of the Charter I would like to express the 
opinion that the benefits it will confer on India from the point of view of promoting 
its industrial developments are very insubstantial, the clauses dealing with economic 
d~velopment being couched in vague and general terms; at the same time, the obli
gations it imposes on member-countries and the restraints it places on their freedom 
of action in the realm of fiscal policy are well-defined ; aml though subject to excep
tion~ in the case of under-developed CQuntries, nevertheless, are sufficient to consti
tute a significant reduction in the country's freedom of action. I· am also not at 
all sure how far the ideal l1f multilateral trade underlying the I. T. 0. Charter is 
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goin~ to be capable of practicable of realisatbn within the coming few rears. Under 
the Circumstances, I would like to suggest that India need not be in hurry to join 
the I. T. 0. and that she should follow a policy of waiting and watching to see how 
many other countries join and in what way the organisation functions during the 
initial years of its existence before making up her own mind. 

10. In conclusion, I may be permitted to draw the Commission's attention to 
the presidential address deliwred by me at ~he last session of the Indian Eco
nomic Conference where I had discussed the more general porblems relating to 
economic denlopment. I am enclosing copies of this address in the hope that they 
may also pro>e to be of some interest to the Commission. 

REPORT OF THE THIRD SESSION OF THE SUB-COMMISSION ON ECONO-
lfiC DEVELOPMEl\T . 

21 MARCH TO 12 APRIL 1949 

ANNEX. A.-FINANCING OF BASIC ECONOMIC DEVELOPMENT 
,. 

SuvvestioruJ for the Creation of a Neu· International Agency by V. K. R. V. Rao . . 

1. Reasons for the proposed organization. 

Whereas at present there is no international agency for : 

1. Financing projects of economic development in under-dtveloped countries· 
which are not financially productive in a banking sense. 

2. Aiding under-developed n:mntri~:s in the preparation andfor the execution 
their programmes of economic development, 

3. Co-ordinating the distribution of technical assistance made through the 
United Nations or its specialized agencies to the unde:r-de>eloped countries and link-
ing the same with financial assistance. ' 

4. Promoting or aiding in the execution of projects of economic development 
extending over more than one national frontier and not likely to be taken up by any 
one of the countries concerned, on its own initiative, 

' 
It is hereby suggested that a new international organization be set up to be called 

"The t:'nited Nations Economic Development Administration, or UNEDA." 

2. Functions of the proposed orgqnization 

The functions of UNEDA will be : 

1: To make technical assistance available to under-developed countries in 
preparing sehemes for economic development. 

2. To co-ordinate the technical assistance for economic development at present 
available to under-clewlopecl countries within the United Na.tions and its speciali
zed agencies, in order to see that different types of technical assistance are properly 
intE-grated and lead to a planned development of the respurces of the country con
eerned. 

3. To assist under-den·loped countries in obtaining materials, equipment 
personnel etc. required by them for the execution of their programmes of economic 
development. 

4. To finance or help to finance such 'schemPs of economic development as 
cannot be financed from the country's own resour~es and for which loans cannot 
be asked for on strict business principles. 
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!>. To promote and, if necessary, undertake the direction and financing of re
gional developmental projects extending over national frontiers and not likely to 
be undertaken by any one of the countries concerned on its own initiative. 

3. Finances of the. proposed organization. 

The ·fund of UNEDA will be obtained from contributions by Member Govern
ments. These contributions will be i:Aade by l\Iembers in their own currencies, and 
the commodities on which their contributions will be expended will also be subject 
to the approval of the governments concerned. In addition, countries now receiving 
assistance from the United States under European Re covery Plan may be asked to 
make special contributions after the completion of their economic recovery by 1952. 

4. Principlu of financial a8sistance to be rendered by the proposed organization. 
r. 

I. Financial assistance will be given only to under-developed countries. The 
list of countries coming under this category \\ill have to be arrived at bv interna-
tional agreement. , • 

2. This assistance will be given only on the request of the countries concerned, 
except in the case of Non-Self-Governing and Trust Territories, in which cases 
UNEDA itself may take the initiative by special arrangement with the Adminis
tering Powers concerned. 

3. This assistance will apply only to projects which cannot be financed, either 
by its International Bank for Reconstruction and Development or by Inter-Govern
mental finance or by private foreign investments, but which, nevertheless, are basic 
to economic development and are expected eventually to result in an increase in 
national productivity and a rise in the standard of living of the people concerned. 

4-. Assistance will normally take the form of loans and not of grants, though 
terms of repayment will be liberal and the interest charged may be only nominal. 

5. Assistance will normally be made conditional on the receiving country pro
viding a share ofthe cost of the projects. In fact, in many cases, the under-developed 
country may be asked to provide for a 50 per cent. share of the costs im·olnd. 

General remarks 
UNEDA is not expected to function as a philanthropic body, ready to give away 

money to under-devf'loped countries asking for foreign funds. \Vhile it is true that 
it \\ill be primarily concerned with projects not normally passable by orthodox 
banking criteria, it does not mean the financing of '\\ildcat or sentimental schemes. 
Projects for economic denlopment calling for the aid of LTXEDA "ill haYe to stand 
economic test, in the sense that their completion ·.\·ill result in raising the produc
tivity of the under-developed areas and the standard of living of their peoples, 
largely by providing the basic conditions for ensuring the efficient and successful 
operation of the more orthodox 1 projects of economic development that may have 
been undertaken by these countries, or that they may want to ~dertake. 

UNEDA will thus be essentially a· complement to other channels of foreign 
tinancing and must not be regarded either as an alternative or a substitute to these 
other channels. 1\Ioreover, it llill be-;t>xpected to work in a business-like way; it 
will, therefore, not begin its work in a grandiose and extravagant manner \lith a 
multitude of schemes, but will be expected to take up specific projects of urgent 
importance and proceed to expand its activities on the basis of experience of 
results achieved. The caution must also be added th3t the operation of technical 
and financial assistance by UXEDA '\\ill not im·olve the setting up of a new i~ter
nationn.l bureaucracy interfering in the internal administration or life of the under
developed countries, but will be carried out largely through the specializt'd a~encies 
and, in all cases, in thP closest possible eo-ol>eration "ith the gon'rnments of the 

1.-\n otihdux projec·t i:; used in t ht> St>nse c>f une whid\ !!ene>ltes pnoue::h ineome to mc•d 
the interest and amortization ('harges aris;ng from its im·estment. 
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countries concerned ; and the asaistanre given v.ill be operated in such a manner as 
to promote national self-reliance and enable the countries concerned to be in a posi
tion to dispense with this foreign assistance at a subsequent stage. Essentially, 

·therefore, UXEDA will be an organization that v.ill work on economic eriteria and 
help the under-developed countries to help themselves. 

Speaking realistically, I must confess that for the time being, at any rate, the 
bulk of the finances required by UNEDA v.illlfa\·e to come from the United States 
of America, but the amount involved will be of a much smaller order of magnitude 
·than what the Udt'ld States of America is now spending on European Recovery Plan 
and it will have the further advantage of being of a global character, fulfilling the 
objectives of President Truman's recent inaugural address, and functioning within 

,the framework of the United Nations Organization. 

The suggestions made above obvionRly represent a very rough o'utline and need 
a good deal of detailed thinking before they can be· the basis of concrete action. 
Nevertheless, I have thought it worth-while to put forward this idea in the hope that 
11.ttention may be drawn to the imperative need for something urgent and concrete 
being done by the United Nations for the rapid promotion of economic development 
in the under-developed countries ; and it is my belief that this cannot be done with
out the setting-up of a new United Nations agency which will, on the one hand, act 
as a complement to orthodox foreign financing and, on the other, help to co-ordinate 
and integrate the supply of technical assistance to under-developed countries.· 

THE UNIVERSITY OF CALCUTTA 

'··· I ntroducfiQn 

The rer1lies to the several questions, appended herewith are guided by certain 
general considerations which we regard as ,-ery important and to which we desire 
to draw the particular attention of the Commission inasmuch as they do not appear 
to have recci,·ed their proper share of attention in the questionnaire. 

In the first place, we think it important to realise that, in the matter of fiscal 
policy, past experience, though important, is of considerably less significance today 
than it was, for example, in 1923, because of the very great political and economic 
changes which have taken place in India and outside during the last two decades. 
Thus certain industries may not have shown much progress under protection in the 
past, but that, by itself, is not a disqualification for a continuance of protection today, 
if present and 'future considerations qualify it for that purpose. On the other hand, 
a case for the continuance of protection is not automatically made out by showing 
that the industry made satisfactory progress, according to the criteria envisaged 
in 1923 or mentioned in Q. 25 of the present questionnaire. What we want to em
phasise is that considerations of the future particularly of the desired set-up for the 
whole economy, should be the principal guide of our fiscal policy .. The questions 

- included under ~ct.ions Band C of Part I should not therefore receive too great an 
emphasis from the Commission. 

Next, old faJ>hioned fiscal theory, based fundamentally on classicP.l economics, 
on which the Fiscal Commission of 1923 principally relied, is as misleading today 
as past expPrience in this field. In particular we have to bear in mind that recent 
theoretical work has shown that the case for free trade is much more vulnerable 
even in the ca~e of mature countries than it;was formerly supposed to be. Similarly 
it is now recof!nised that chan!!es in the balance of trade, instead of correcting them 
seln's throu~h prir·e adjustments ns the classical theory supposed, induce changes 
in the national income, the magnitude of which depends on the " propensity to 
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import"-a consideration the importance of which i'l obrious in connection·with tlie
questions falling under Part II. Further, recent theoretical work confirms· the 
popular idea that protection, even when it does not lead to a domestic monopoly 
?r quasi-monopoly, distorts the pattern of income dis~ribution in the home country 
m fav~ur of the particular factor of production which happens to he relatively 
scarce m the country concerned. In the case of India, the scarce factor is capital 
from which it would follow that, O!f distributional grounds, there is a pima facie 
case against the establishment of a protective tariff in this country_ 

Two of the considerations. noted above, namely those relating to the weakness 
of the Free Trade case and to the balance of trade, might appear to strengthen the 
•·ase for Protection. But this appearance is due to the notion that Protection is the 
only alternative to Free Trade. In reality the antithesigis substantially between 
free importation and increased home-production, protection to private enterprise 
oeing only one of the alternative ways through which such increased home production. 
can possibly be brought about. Such production may very well. take place· 
through agencies other than private enterprise. The desirability of granting 
protection to private enterprise does not necessarily follow from the defects of 
the free trade thesis, more Ro in view of the distributional consideration noted 
above. 

It· will appear from the considerations urged above that an essential pre-requi
site to the framing of a rational fiscal policy is a more carefully formulated economic 
policy relating to priorities in the field of industrial production and to the place of 
private enterprise in particular industries than is to be found in the Government of 

.India's latest statement on industrial policy. 

Question 14.-The policy recommended by the Commission, unsatiRfactory 
as it was, was made worse in its implementation by being observed more in the 
letter than in the spirit. Rigid compliance was almost always insisted upon with 
the three conditions laid down by the Commission, and if on occasions the Tariff 
Board agreed to relax the conditions somewhat to meet a case of obvious injustice, 
the Government usually prevented this and rejected the Board's recommendation. 
The case of the glass inrlustry is typical in this category and it is well-kno,m. The 
Tariff Board made a unanimous recommendation for protection being granted to 
this industry, and held that its dependence on a single imported raw material, viz., 
soda ash, was not a sufficient ground for refusal of protection. The Government, 
however, took the most unsympathetic view of the cast> that was possible under the 
circumstances, and after sitting tight over the recommendation of the Board for 
three years, announced its decision to reject protection. 

Generally speaking, an industry was refused protection, if its interests clashed 
with the interests of British industries, however much it might have been suitable· 
otherwise for the grant of protection. In such cases, the Triple Formula operated 
with almost mechanical severity. The cement industry, the locomotive industry, 
the woollen industry, and a large number of other industries which were refused 
protection fall under tllis category. The heavy chemicals industry, which palpably 
fulfilled all the conditions for protection, and which ran counter to British commer
cia,} interests, was granted some protection, but this lasted for only eightee!l months· 
after which it was left to make shift for itself. · 

The supplementary measures of a non-fiscal character reconmtended by the· 
Fiscal Commission were generally well-conceived, but, again their implementation 
wa~ half-hearted. The adoption of these measnrt>s also depended upon the qut>stion 
whether they woul~l conflict "ith British interests. Thus, steps wrre taken to eounter-
6-ct the effects of the de:rreciation of Chint>se and Japane::'e exehanges (e.g. in the 
case of silk and sericulture industry) or .to safegu~rd an Indian industry (e.g •. the 
tinplate industry) from the dumping of American and German products, but when 
the interests of some British industry were involnd, generally no action wa& taken. 
l'hus, it was widely alleged and substantiated with facts and figures, that the· 
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railway rates in thiR country were manipulated to serve the interests of British· 
industries both as importers of Indian raw materials and eJ~..-porters of manufactured 
goods. to India. The Fiscal CommiEsion endorsed the proposal of t.he Railway 
Committee for the appointment of a Railway Rates Tribunal to deal with. 
such complaints. It is intere~ting to note that the recommendation of the 
Commission was implemented only last year, i.e., after nearly three decades, 
by the Xational Government of Free India. 

Apart from a too rigorous interpretation being put upon the requirements or 
the triple formula, departures in fundamental respects were made during 1923-39 · 
from the policy as enunciated. in the formula. This was done in two ways, viz., 
(.a) by the grant of preferential treatment to British goods, and (b) QY a series of 
bilateral trade agreements. These departures from the original policy had_ the
effect of reducing the degree of protection already enjoyed by a number of Indian· 
industries. 

Question 15.-The Fiscal Commission made- it clear that the successful working· 
of the policy recommended by them depended upon the existence of a permanent 
Tariff Board. Largely because the Government refused to appoint such a Board,. 
various defects in the working of the policy manifested themselves. 

In the first place, the absence of a permanent Tariff Board resulted in conside
rable delay, amounting sometimes to two years or even more, in the adoption of" 

• necessary measures of protection in deserving cases. Thus no help was usually forth-. 
coming when it was most urgently needed. 

For the same reason also, there could be no continuous watch over the progress· 
of a protected industry. Hence if an industry tended to take things easy under the-
shelter of a protective tariff, ,11.nd failed utterly to 'nationalise its technical and 
organisational positions, it was Ilot possible, as would have been, had there been in 
existence a permanent tariff Board, to keep it on the right track. through direct con
tacts, persuasions and admonitions, and also, if necessary, threat of withdrawal or
protection. 

Besides, the recommendations of the Fiscal Commission were framed on the 
hypothesis that monetary and exchange policies on the one hand and the general . 
character of the structure of taxation on the other would not undergo any funda-. 
mental changes. In the field of monetary affairs, the series of events culminat
ing in the adoption of a new exchange rate at Is 6d and in the establishment 
of the Gold Bullion standard, and, later the world trade depression resulting in the 
breakdown of this standard and the pegging of the Rupee to the Sterling, consti
tuted an entirely new setting calling for an adaptation of the fiscal policy to these· 
circumstances. As regards the structure of taxation, this also underwent material 
changes, particularly ·with the introduction of revenue excise duties at the Centre -
and the steepening of the rate of progression of the income-tax during the years 
of depression while the introduction of Provincial Autonomy in 1937 initiated changes . 
in Provincial taxation which, though not very marked up to 1939, nevertheless 
tended to accentuate the disturbance in the balance of the relative burden of taxes. 
on different cla-;ses. Generally speaking, careful consideration was not given to these· 
f<J.<·tor.>. Such considera.tion as W<ls given in some cases, e. g., in the case of Sugar, 
did not tak~ all factor.> ir4to account and was not therafora en.tirdy satisf.;~.ctory, , 
parUcularly fr.:>m the stand-point of the rdative burden on differant dl?,sses. 

Account should also ha,·e been taken. of the far-r0aching c}J.,<tn<Yes in exteril.al: 
<'0Ilditiom ~ffecting India!l i.'!,du:stries during the i!lter-war period. rtrticuLrly with 
the on-:et of the Gu.:tt D<'pr<'s~ion fund.>..mental changas took place in, the volume and . 
composition of inter.HtiOilal tr.!.d~ and in the char.1cter of commer.Jia.l policies of· 
the le:1ding countries of the world. These chan<Yes called for a. thor.:>ugh-going: 
revision of our fiscal policy, and not a mera patchw~rk of the type made under the 
Ottawa agreements. 
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. 'Question 16.-Appears to be out of place in s~ction B. It can be best con-;iderild 

:alol\g with Qs. 38 and 51 which deal with factors in the formulation of a new fi~cal 
policy, without .~nticipating the replies to these questions; the following obsf'rva.
Jtions may be m?Jde :-

The triple conditions laid down by the Fiscal (})mmission to determine eligi
bility for protection wera too harsh, and they were to some extent contr.:.dictory 
to one another. Thus an industry which prvved to the satisfaction of the Tariff 
'Board that it possessed "natura.! advantages", thereby fulfilling the first condition, 
ha-d next to fulfil the condition that without the grant of prvtected it was "not 
likely to develop at all'' or "not likely to develop so rapidly as is desirable in the 
"interests of the country". Thus, it is obvious that the more was the first condition 
fulfilled, the less would be the possibility· of fulfilling the second condition. 

It was quite wrong to demand that all the three conditions must be fulfilled at 
the same time. If the development of an industry was desirable in national interast, 

.:and if such development was not likely in the absence of prvtection, i.e., if the second 
·-collPition was fulfilled, there would be a sufficient ground for the gra.nt of protection, 
.even though the first and the third conditions might be very imperfectly fulfilled or 
(in some extreme cases) not fulfilled at all. To ravert to the case of the glass industry, 
it fulfilled all the comlitions except for a minor disqualification that one of the raw 
.materials, i.e., soda ash had to be imported. Soda ash accounted for only 7 to 10 
per cent. of the total cost of manufacture. For this. slight flaw in the case, the 
·industry was refused protection. If an industry which imports some of its raw • 
materials is viewed unfavourably as regards its ultimate prospects, and if it is for 
:this reason considered unsuitable for State assistance, the cotton and jute textile 
industry of Britain, the iron and steel industry in Japan and a large numbt>r of indus
,tries elsewhera, would have never developed. 

Thus, the triple formula of the Fiscal Commission took a narrvw >iew of the 
function of prvtection, and hindered or prevented the development of many desi
ra.ble or essential indu:o:tries. Perh~,ps there was no other country where more stiff 
stand'trds had been set for the grd.nt of pr0tection. As has been well observPd, 
the formula would have been quite appropriate for well den loped indnstrid c-ountries 
having a r,Jatively few infant industries. It is entirdy unsuitable f0r an industrially 
backward and mainly agricultural country anxious to attain a high d'O'gree of industrial 
development. 

Que~tion 19.-The changes madf' in 1945 in the original policy as laid down by 
the Fiscal Commission have been for the better, so far as they go but th"'Y are not 
adequate. The following fur~her changes are essential to ensure a propPr develop
ment of the Indian industrial economy :-

(1) Condition (1) set out in pard.graph 4 viz., that the industry 'is established 
.and conducted on sound business lines' is the only condition which is obligatory, 
hut it rules out, as did the Triple Formula of the Fiscal Commission, the grant ?f 
.protection to an industry altogether new, one, that is, which can not yet be sa1~ 
to be already established on sound lines. It is necessE..ry, therefore, that this condi
tion should be modified in a suitable manner • 

. (2) The question of grant of protection to a particular industry should be always 
viewed against the background of a planned industrial policy for the country as 
a whole. The policy of piecemeal protection pursued so far has had no doubt the 
.effect of safeguarding particular industries from economic bliz:t.2.rds t_empora~ily 
threatenincr them, but their effect from the all-round developmental pomt of v1ew 
has not be~n so conspicuous. The rolicy of grd.nting pr,1tection only to ind~tstries 
which seek such prvtection should pJ:-;o be alterc-d in Lwour of a f.-.rw:.r,l pohcy of 
offering pr,)tec-tion to suitable in.du:o:[ri,'s. Ti1e pas,:iw policy pnr,ued _so .Lr h<tS 

resultt·d in. an unl>alanC'C'd d•'n·lupnwnt of our e('onnmy ; fl•l' t'X<:.mplt>, 1t ~-; l)nly 
COll.~um:r.;' g.Joll~ ind•hlri""' w~tic;l so ftr !11we recein,,l prvtcc-til)Jl aml c.!pitd ~ul'('.s 

.industr:,:.s have bPell almo.;t wholly n"gl•.'C'ted. 
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Not only should our fiscPJ policy be fitted into the needs of a planned economy, 
but it should be abo P,djusted to our pr~sent import and export controls. 

Question 25.-(a) (ii) The questionofeppropriate location as a condition for the 
gr<~.nt of protection is of vital impor~ance. 'The entira effect of protection may be 
nullified by the bad location of the industry in question. When location is defi
nitely inappropriate from the point of view oft he m~:,rket or the source ofr.:tw material, 
the T~riff Bo .. rJ should insist on change of location 1:ef.Jre agr.:eing to grant pro
·tection. The steel baling hoop> ind•1stry was located in K11npur and billets had to be 
tr<~.nsported frvm C.dcutta to K"',npur and the finished products thence back to 
Calcutta. This tra.ffic involved a rdilway freight of Rs. 83 per ton which could 
,be avoided if the factory was set up in CJ.lcutta. . · 

Question 31.-(a) During the war year" of 1939-45 important changes took 
place in the structur~ of India's internatiQnal·trtUlSl:!-Ctions. The main fea.tur~s of 
lndia.'s balance of payments in the inter-war pE:riod can be summed up under the 
;following head::!-(1) she incurr~d heavy obligations on service account and these 
·obligations were highly inelastic, ~2) she was an exporter of primary products and 
.the fluctuations in the r~ceipts on merchandise account wer~ very wide, and (3) 
:gold movements, and to a certain extent, capital flows, acted as the balancing factor. 
The fir.st two obviously constituted weaknesses in he~ balance of payments 
position. 

The changes that took place by the end of World War II wer~ (1) a dim~nution 
·in the obligations on service account-India in the meantime having accumulated 
·a large mass of sterling assets and repaid most of her sterling debts on government 
'account, (2) improvement in the terms of tr.>.d<:J owing to the r.:latively greater rise 
·of prices of primary products al).d the significant emergence of India as an exporter 
o0f manufactured artieles, and (3) restriction of the scope of gold movements. 

At the close of the ''""r, India's balance oftr.1de position became much stronger. 
But nenrtlwlt>ss thPre He still some elements of weakness. Food which did not 
figur,· muc·h in IndLt's l'rc-wc..r imp{lrts-lH·r net imports in this respect being on an 
.avt>r.tgc not more than 0 · 5 million tons per annum now came to be imported on a 
-sca.h' five or six times grt>ater than before. Demand for cer~ain types of machinery 
urgently requiud for heavy arrears in repair,.; and replacements could no longer be 

' postponed. 

The ltistinction between soft and hard curr<lncy artlas which arose aftt-r the war 
·gave ri:;e to anothl'l' prvblem. It now became essential to achieve not merely an 
<>VH-all balance in the country's intern.ational accounts but also a balance in respect 
<>f hard currency areas. 

Besides, there were r<lmc.rkable changes in the direction and distribution of 
India's foreign trade which artl too well-known to deserve elabora.tion. 

Question 31.-(b) The changes in the structur<l of foreign tr<~.de during 1946-~9 
have been far r<laching. The main cause was certainly partition, and its economic 
consequences have nowhere been so spectacular, as they have been in the altered 
pattern of the export trade of the Indian Union. As a r~sult of partition the sourc~e 
of many staple agricultural commodities and rd.w materials have been included m 
Pakistan, now a foraign country. From an exporter ofra.w jute and r.:tw cottor:'- the 
Indian Union has been transformed into a heavy importer of both these artt~les. 
UruUvided India exported in the immediate pre-war year 690,000 tons o,frcJ.w Jute 
.and :2 ·7 million bales of uw cotton. Now she is importing uw jute to the tune of 
about a million tons fr0m Paki~tan and cotton to the extent of one million. tons 
mostly fr.ml that coniltry. A good p:trt of the total expor~s of hid~s ~~nd sk~n.s lll 
pr,·p;.,r~itioJwtl Iwtia u:;rd to come from sources ... which now fall. w1thm P<:tktsta~. 
But e\·cn HOW the lll<lian Cnion.'.~ expor~ capacity i,-: not ineon.;It.k.r ..• Lle Ill thi!:! 
ru.;pl'd. "'ha-t i,; r,·quiJwt is a proces:;ing industry, fur the 1-rofits f•rislil.g out of the 



470 
proces,sing .a!~ now being enjoye~ by foreign co~ntries. As r~gard~ oil seeds, India's 
exp?r~ pos~twn should not deterwrc1te, fo.r the ml seed acreage mostly belongs to the 
Indian .Unwn. But as a matter of fact lv:r exports of oil seed~ in Hl-!8 wer~ only 
a fra.chon of the pr~-war amount of about I · 2 million tons. This deteriorc1tion is 
~ue to a ~arge .incr~ase in inter.1al demand. The rise.and gr..:>•.vth of the Vanaspati 
Industry Is an Important factc.r to be consider~d in this respect. 

Jute manufactures and tea have not lost gr.:mnd among Indian Union's expvrt 
r<ls~ur~es. Exports of tea totalled in 19-!8 159,608 tons valued at Rs. 55 ·8 crores 
agamst 1.60,000 tons valued at Rs. 23 ·4 cror~s of 1938-39. No country in the wvrld 
ever set Itself SUCh stiff standarJs for the grant of pr0tection. Jute manufacturers 
have also retained their pr0minent position in the export tra.de. 

Bu~ .it is obvious that the Indian Union will hG..rJly be able to ever regain the 
ol~ positiOn of an almost mechanical surplus of exporl:s over imports which was 
enJoyed by. undivid~d India. 

'Y'e must be very car~ful to develop our expor~ resources. A well-thought out 
plan Is extremely necessary to stimulate our exports to hard currency areas. Jute 
manufactures, tea, manganese and oil seeds G..r~ good harJ curr~ncy eG..r.1er,;. 

. But there are many obstacles to the development of our exports. One is the 
prwe factor. On account of high prices, Indian commodities are unable to with
stand competition of foreign goods in the world markets. Some commodities which 
can .best win hard currency for us-such as tea, managanese and jute manufactures 
ar~ mdeed being diverted from hard currency to soft currency areas because of their 
pnces. The value of such exports may be increasing but their volume has been 
reduced. Tn.1lation is at the root of these high prices. They are being diverted to 
s~ft currency areas not only because Indian prices are pretty high but also because 
~ghe~ prices in terms of rupees are obtainable in soft currency areas, O\\ing to acute 
~nfiatwnary conditions prevailing there. As the process of disinflation is intensified 
m dollar markets without exchange adjustments, the diversion to soft currency areas 
will be greater. · 

· On the import side, the most directly visible change is the large imports of 
food-stuffs. The deterioration in the ratio of exports to imports is mainly due to 
these food imports.- They are also one of the principal causes of our deficit with hard 
cur:ency areas. In 1948 our food imports from hard currency areas cost the Indian 
Uruon 100 million. It- was 33}% of the total cost of our food imports and 66~ % 
of our net deficit with hard currency areas. If India is able to become self sufficiCnt 
~ respect to food by 1951, the ratio .between exports and imports "ill considerably 
Improve and the deficit \\ill also be narrowed. · 

India's current transactions in 1948 u.Jith different areae 

(In Cror• s Df Rupees) 

STERLIXG AREA AREAS I OTHER AREAS 
I 

Receipts I Payments I Net R . i Pay- Net Payments Net Receirts ece1pts, 

I ments 

313·1 
~---~ 

80·7 ! 9::?·8 : -1::?·1 376·9 -63·8 148·3 I 197·9 i -49·6 
I I 

Question 43.-In urging export control for safeguarding the domesti.c consumer 
acrainst critical shortaaes and cowrina domestic supplies of raw matenals for the 
b:nefit of home indushies, one may b~ apt to take much to.o rigid and exactifol~ a 
view of internal requirements. One should not forg.et that 1f e~ort opportumties 
are not provided that itself might lead to low productwn. The with~awal ?f export 
restrictions or their removal altogether is not likely to be followed l.illmediately by 

I 
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such an outflow of materials as to he prejudicial to domestic interests. Foreign 
exchange in e\·ery country is not S<i' plentiful as to be easily and thoughtlessly 
squandered away. There are certainly some commodities at least where export 
control can be immediately lifted. \ranaspati has a good case in this respect. The 
case of oil seeds may also be seriously considered in this connection. 

The framers of questionnaire have not raised the issue of destinational res
trictions. It should have certainly oecurred to them for it is of vital importance in 
view of the post-war distinction bt'tween hard and soft currency areas and India's 
current deficit with dollar and hard currency areas. So long as this deficit persists, 
export restrictions must continue over destinations. The present restrictions appear 
to have diverted exports to a considerable extent to hard currrency areas. Higher 
prices offered by soft currency areas art·, however, rediverting some of India's ex
ports, such as ,Jute manufactures, tea and manganese from hard currency to soft 
currency areas. The present pattern of d\~stinational quotas may have to_ be conti
nued for some time, though not necessarily in the same rigid form as at present. 
It is imperative that careful attention should tie paid to the development of those 
exports particularly which are able to earn hard currencies. 

Question 47.-The choice between various alternative forms of protection should 
depend upon the following considerations (1) th~ nature of the dutiable commodity, 
(2) the degree of specialisation to which the commodity in question may be subjected, 
(3) the degree of sensitiveness of the commodity to cyclical or secular price fluctua
tions, (4) adequacy of protective effect, (5) revenue considerations, (6) elasticity of 
home demand for the commodity and (7) administrative considerations. 

(l) Even if it is deemed to be desirable to impose a specific duty, it may not 
be practicable to do so unless there is some definite and invariable physical quality 
or attribute of the dutiable commodity on which a specific duty may be based. A 
duty based on a physical conditiv.l'i which is not essential or peculiar to the commodity 
may easily be eYaded. An ad valorem duty becomes the only choice in such cases. 

(2) If there are different grades or qualities of a dutiable commodity, an ad 
valorem duty affords a more or less equitable distribution of the burden of protection 
since the effective rate of protection varies with the prices of different qualities of 
the commodity. A simple specific duty suffers from a disadvantage in that the 
absolute amount of the duty tends to be the same on a cheap as on an expensive 
quality of the article. But this disadvantage may be overcome if the commodity in 
question admits of adequate speciali'lation. If it is possible to have a separate 
specific rate for every important grade or quality of a commodity, there need not be 
any excessive burden falling on the lower-grade articles which are presumably de
manded by the poorer section of domestic consumers. If, however, the commodity 
does not permit of much specialisation, the protective purpose may be served, at 
the least cost of society, by the imposition of an ad valorem duty. 

(3) A specific duty tends to be less burdensome but also less protective when 
the price of a dutiable commodity goes up, and more burdensome and also over
protective when the price goes down. An ad valorem duty has just the opposite 
·effect. If the price of the commodity in question is cyclically very much sensitive, 
a compound duty containing both specific and ad valorem elements seems to be the 
best possible device, since that would at once mitigate the over-protective effect of a 
purely specific duty and the under-protective effect of an ad valorem duty in a period 
Qf falling prices, and also lessen the excessive burden of an ad valorem duty as well as 
compensate the inadequate protectiveness of a specific duty in a period of rising 
prices. If the dutiable commodity exhibits a secular downward trend of prices, an 
ad ·~:aloren duty is the appropriate choice. But since the regressiveness of specific 
duties in the face of falling prices may be overcome by means of 'multipliers' or 'co
efficients' with which the amount of the duty is altered pari passu with changes in 
prices, specific duties might easily replace an ad t;.alorem duty under. these. circums
tam~es as well. 
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r lJ The protective effect of a specific duty is lil.~le t0 ba fritt""~ 1 awJ.v un,h 
conditions of rising prices, while that of an ad t•rtlorem rlutv dwinrlle;; unrler f:tlli 

1
,r 

prices. A compound duty containing both specific an.l a.d.valorem elem'Jnti th'Jrc?. 
fore assure'3 a degree of stability of protection in all stages of a cyclbal price fluc
tuation which cannot he obtained from specific duties alone or fro:n ai valorem 
duties alone. But, as already noted, the short-comings of specific duties in this 
regard may be largely overcome by means of 'multipliers' or 'co-efficients'. 

(5) In stric~ theory, the ch~ica between different forms of protection should be· 
made o~ the basts of a comparative a_ssess~ent of their relative efficiencies for purely 
prote<:tlve puryoses. Revenue consideratiOns should play no part in this matter. 
Nevertheless, m th~ context of our present fina.ncial position, the productiveness of" 
alternative forms ?f protection should not, in our opinion, be altogether ignored; 
though the protective aspect of the problem should receive over-ridin(J' consideration. 
If, for example, it is found that the protective effect of an ad valorem duty is identical· 
with that of a specific duty, the final choice should be made on the basis of the re
lative advantages of the two alternative forms of protection from the revenue point 
of view. 

(6) The choioe· between specific and ad valorem duties cannot be scientificall v 
made without consideration of the degree of elasticity of home clennwl for rlutiabie 
imports. If the domestic demand happens to be relatively eJa.,.tic, the protective 
effect will be greater for a specific duty than for an arl v'llor'!m dutv in a periorl of' 
falling import prices, and this protective effect is likely to be ag:;ra vated if f:tllin~ 
imports prices are accompanied by falling domestic prices. The i,;-;tw seonB to he 
clinched against specific import duties, if over-protection i-; to be·an;i·led. If how. 
ever, prices at home and import prices move in opposite directions, the cast' for the 
imposition of specific duties becomes quite strong under the above sot of circumstan
ces. 

In a period of rising import prices unaccompanierl by rising dom 3stic price;, an. 
ad valorem duty will tend to be more protective than a specific duty. If th~ dJme~ 
tic demand is elastic, the protectiveness of an ad valorem duty will be further en
hanced. If over-protectiveness is to be avoided, the case seems to be made out for 
the imposition of specific duties under these circumstances. The objections against 
the imposition of ad valorem duties, however, lose much of their force, if rising impol1a 
prices are accompanied by rising domestic prices. 

(7) From the purely administrative point of view, specific duties can be much 
more effectively enforced than ad valorem duties. Since the basis of specific duties 
is some physical attribute which is a matter of fact, while the basis of ad valorem 
duties is valuation which is a matter of opinion, specific duties offer far lesser scop&
for evasion and corruption than do a<l valorem duties. Administrative consilera
tions thus seem to clinch the issue in favour of specific duties with a high degree of 
specialisation and supplemonted by proper 'multipliers' or 'co-efficients'. Generally 
speaking, the imposition of ad valorem duties shou~d be con?ned only !o tho~~ cate
gories of commodities which do not offer any reliable basiS for the tmposttlon of 
specific duties. But even in the~e cases, the basis ~f. valuation should be the
domestic price rather than the pnce at the place of ongm. 

Conclu.sions 

We favour an empirical approach to the problem of fra-ming our future pattern 
of tariff protection. It is nece~sary _to weigh caref~y the pr~s and eo_ns_ of alter
native forms of protection for every smgle pro~ected 1tcm. ~ea. specialised form. 
of specific duties should, occupy the centre of the stage,. therE\' lS- ~tsl~ to be much 
room for compound duty, and some room for purely aa valorem duties_ as well as for 

. alternative duties. Above all, it is necessary to evolve a. system· w:hlch. offers th.a: 
lea.st amount of loop·h(\le for corruption and nasioD .• 
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Question .).i.-(g) \Ye are of the opinion that the recently t~stablished Industrial 
Finance Corporation should be empowered to take up redeemable and non-redeem
able prPfc•renee shares an<l e\'en ordinary shares in the industrial companies applying 
for as;;istance where such a method of finance would be clearly suited to the needs 
of the particular case. The Government can further facilitate the supply of finance· 
for industriPs by broadening the scope of the Finance Corporation and permitting: 
it to assist partnerships_ and limitei liability companies. 

Question 7.J.-(a & b).-The essence of planning is the co-ordinated develop
ment on all fronts simultaneously. Hence forward it will not be possible to treat 
tariff problems in isolation; they must be related to the over-all developmental 
measures adopted by the · planning organisation. If this position is accepted, it 
follows that the setting up of a comprehensive organisation (by whatever name it.. 
may be called) is not only necessary, but essential. Questions of dividing this or-
ganisation into sections, dealing with the planning and·execution of various measures;. 
will have to be tackled by those who will be responsible for the planning work in·\ 
general. In particular, it should be their con9ern to associate as much of expept·. 
opinion with their own as possible. The methqd of ad hoc Committees, consisting· 
of such experts, ought to be fully explored before tht~ planning organisation comos 
to a dec·ision of its own. The organisation proposed in this paragraph is therefore 
three-ful• l. First. an 0\·er-all planning machinery with general control of policy. 
Secondly, a Tariff C'ommis-;ion (nn1l other bo,Jies) helping to form that. policy and· 
executillg the policy 11hon formubted. One of its tasks will be to keep in constant 
toul'h with tht• industries whic·h ha\'e been granted tariff protection. Thirdly, ad 
Jt,>c c·<>llllllittoes of PXpl'rts which will conduct preliminary enquiries and submit 
reJ;ort~ to the Tariff Commi~siun which \\·ill be responsible for co-ordinating the work 
of t!JeS) committt•es nn:l refPrring their reports (with modifications essential for the 
co-or.!in<ltiun) fur tht> consideration of the general planning organisation. 

Questions i7 and i'S.-As thq work oftariff ro-onlination is becoming nwre and~ 
mow complex, it is essential t.Iiat a special organisation for the purpose should be 
sot up as an integral part of the planning organisation. That it should be a perma
nent body goes without question. But the nature of the special experience required· 
in a member of the Tariff Commission (as here envisaged) is worth pondering over. 
We have supposed that enquiries relating to particular industries will be conducted 
by ad hoc committees consisting of recognised experts on those particular lines of 
industry. If this is so, the Tariff Commission should be composed not so much of
business experts, as of Tariff experts. The technical nature of the work must be 
reflected in the composition of the body. 

Que.<~tions S:J and 8.3.-This pro:!edure has often been critkised in the past and it. 
is, of course, incompatible with sound planning. So far as the key industries are 
concerned, it is for the planning commission to take the initiative, set up targets 
and adopt such fiscal and non-fiscal measures as enable the industries to reach their 
targets without undue delay. As regards other industries, viz., those in which private· 
enterpri.-;e will be allowed to operate (vide Statement on Industrial Policy) it is diffi
cult to see how the initiative can be taken by the Planning Commission, but the · 
considPration of application from industries seeking protection need not be the only 
method- it should be supplemented by giving powers to the Commission to conduct 
enquiries on particular industries as and when they think neceSsary. So far as new 
indu<>t.ries are conct~rned, it is worth considering whether the machinery of control of· 
capital Issues should not work in close harmony with the Tariff Commission (all of 
these being parts of the general planning machinery) in all such cases. 

There remains the case of small and unorganised industries. So far as fiscaL 
measures are found suitable f~r their development, they should be given the benefit. . 
of those measures without being compelled .to ·ask for th~m. For this a careful 
survey of their requirements will be. necessary, It may be found that in this field .. 
non-fiscal measures will be more appropriate tha.n fisCal m~urE's. In a.ny case, U 
will be for the planning orgall.iMtion to take in~ acc:iount the rtJSults of the survey· · 
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and accept such of its recommendations as can be fitterl into the general structure 
Qf a Plan. 

Question 8 i ·-:-We ha n• all along _sup _posed that the policy regarding the suitability 
and t~e ~ppr~pnate fo~m of p10tectwn IS to. Le formulated by the general planning 
com_mls.swn .. The Tan~ Board, as _a ~onshtue_nt. part of that comprehensi\·e or
gamsatwn, w1ll be requiTed to work ill Its own hm1tad sphere. Therefore the ques
tion that calls for solution is the relation between the Government and the planninr~ 
bo~y, ~nd not that between the Government an~ the Tariff Board, as at present': 
It IS _di:ffic?lt to see how the ~ov~rnment can gtve ~p its ultimate responsibility, 

·especially ill our present constitutiOnal set-up. But if members of Parliament are 
given som~ representation in the planning organisation, and if its reports can be 
publicly discussed, the object of ensuring that recommendations are not pi<Yeon-holed 
will be adequately secured. Now, so far as the Tariff Board is a body of~xperts on 

·tariff matters, its recommendations will constitute a. system which will lose in internal 
·consistency if the government tampers with them here and there. Therefore, so 
far as the level of tariff is concerned, we believe that the hands of government should 

.be tied by approriate conventions. Th<> position should be accepted that the re-
·commendations. of the Tariff Board are either to be implemented or rejected, but 
implementation by parts would be worse than outright rejection. 

DEPARTMENT OF ECONOMICS AND COMMERCE, CALCUTTA UNIVERSITY 

Que.Ytion 89.-0f the basic objectives of the Havana Charter as laid down in 
Chapter I, article 1, the first is the most general and, in a sense, the most fundamen
tal. Our acceptance of this objective is unconditional. A few words of explanation 
of this objective may, however, be introduced here. The objective as stated in the 
charter runs as follows : "To assure a large and steadily growing volume of real 
income and effecti\·e demand, to increase the production;consumption and exchange 
Qf goods, and thus to contribute to a balanced anl expanding world economy." 
It has to be noted that the world economic order aimed at here must be both expan
ding and balanced. In order that both these conditions are satisfied it is necessary 
not merely that there should be a steadily growing volume of real income in each 
and every country of the _world, but also that the existing disparities between the 
levels of economic development of backward and advanced countries should be pro
gressively removed. In other words the world economy as a whole must be "ex
pandin<Y", and different sectors of the world economy must be mutually "balanced" 
and in ~rder to introduce such balance great economic disparities between different 
countries must be eliminated. 

Subject to our unconditional acceptance of the first objective as explained above, 
we accept the remaining five objectives stated in Chapter I of the charter insofar as 
1hey are consistent with the first objective, and feel constrained to qualify our accep
tance of the remaining objectives in so far as they are incongruous with or repug
nant of the first. 

We consifier it necessary to point out that incongruity of the remaining five 
·Qbjectives with th~ first one is _not wh?llY lacking, and W? fe~l it prop~r to draw 
attention to a few cases of such mcongrmty. The fourt~ obJective stated m Chapter 
1 of the Charter envisages the promotion on a reciprocal and mutually advantageous 
basis of "the reduction of tariffs and other barriers to trade and the elimination of 
discriminatory treatment in international commerce". Reduction of tariffs and other 
barriers to trade should certainly be adopted where it is mutually ad,antageous, 
but what has not been mdicated in the statement of this objecti\e and what needs 
affirmation is that for the rapid de\elopment of backward countries contributing 
to the even'tual emergence of a balanced world economy, a reduction of tariffs in 
such countries may well be inadvisable and the actual raising of tariffs and the adop
tion of certain barriers to trade may, for a time, be desirable. In framing our ideas 
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of tue desirat ility or otherwi~e of protecti\e measures we ha\e to treat infant and 
grown-up countries as belonging to categories significantly apart, and while dis
crimination between nations, as nations, is to hE unreserYedly condemned as repug
nant to the basic spirit of the I.T.O., it is quite pointless to ignore distinctions in the 
economic situations of different countries and to assume a false uniformity in the 
requirements of all countnes. 'Vhat is necessary is not the elimination of all dis
crimination as such, but the elimination of unprincipled discrimination. We suggest 
that of the principles underlying wise and permissible discrimination, regard for 
unequal development of different parts ofthe world should be one, and considerations 
arising from geographical contiguity (such as exi8ts between, say, India and Pakistan) 
may be another. 

Similar comments may be made on the statement of the third objective which 
contemplates "the enjoyment by aU countries,.,on equal terms, of accese to the 
markets, products and productive facilities which- are needed for their economic 
prosperity and development." · 

The conflict between the first basic obit~clive of the I.T.O. and some of there
maining objectives is not accidental, but i~ due, at bottom, to an undue preoccupa
tion of the Charter \\ith the task of freeing international trade of all those restrictive 
practices, which appear to oppose the commercial interests of the economically 
dominant countries of the world, and to a relative neglect of the need of promoting 
a balanced world economy. The main emphasis of the Charter is on measures cal
culated "to encourage the international flow of capital for productive investment", 
"to promote the reduction of tariffs and other barriers to trade", and so on. While 
such measures are not n{'lcessarily unwelcome, they must be made subservient to, and 
should, if necessary, be modified in.view ofthe supreme need of promoting a balanced 
and expanding world economy. '·In. the Charter itself, measur€s designed to intro
duce free flow of goods and capital seem to have received prime attention, and the 
need of promoting a balanced world economy has been accommodated only in so 
far as it consists with such measures. It is "here that lies the origin of the basic 
weakness of the Charter and its objectives. 

Question 90.-The provisions and safeguards for the economic development and 
reconstruction of backward countries fall far short of the requirements of India. 

Question 91.-Re: Prot'isions: 
The provisions in the charter are quite unsatisfactory from the point of view of 

supply of capital and technical skill to backward countries like India. Though the 
charter of the I.T.O. devotes a full chapter to the subject of Economic Dev-elopment 
and Reconstruction, its actual contribution to the solution of the problem is insigni
ficant. 

Practically the only positive obligation which has. been laid on the organization 
as such in the matter is in respect of supply of technical advice. The organisation 
may tender such advice directly, or may merely assist a country to get such advice
from other quarters. All that the Organisation is expected to do in the matter of 
supply of capital, materials, modern equipment etc. is to promote, in collaboration 
with other inter-governmental organisation bilateral or multi-lateral agreements so 
as to assure "ju11t and equitable treatment for the enterprise, skills, capital, arts and 
technology brought from one l\Iember country to another": It may also promote 
such agreements for the "equitable distribution" of capital and technical skill', but . 
this is not an obligatory function and no machinery is provided for the carrymg out 
of such distribution. Altogether, om• cannot help the impression that the O~,:;anif'a-
tion is more concerned with laying down conditions for the free mternati0:1a1 flo\\: ot 
capital than with the objective of securing to each country tl;at measure of cap1t~l 
and technical ~:;kill which it actually needs for its irnmeuiate pmpo~e of economw 
development and reconstru(!tion. 
18 :M of Com. 
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I~ is suggested, therefore, that to give effect to the objective of the Organisation 
as laid ?o":n in Chapte: Ill, provision should be made for an agency wi(h the pri
mary obJective of fostermg the development of backward countries and with suffi
cient cayital _and other resources at its command. The recent U.N.$ 36m. plan for 
e~ono~mc assistance to backward countries may be regarded as an attempt in this 
duectwn. Such an agency will no doubt work in close collaboration with other allied 
international organisations such as the "'orld Bank and the BIF, but its main task 
will be to promote economic development in backward countries. 

In the next place, the charter enjoins upon members non-discrimination as 
bet~een foreign investments. This principle of non-discrimination will prevent l\ 
?ap1ta~-hungry country from offering better terms to another country from which 
It receives larger supply of capital and that on better terms too, than from other 
countries. There can be no strict analogy between non-discrimination of products 
and non-discrimination of factors of production. 

Re: Safeguards. 

Regarding safeguards, these fall short of India's requirements in the following 
:respects :-

(i) Our power to levy protective tariff is seriously compromised in the case 
'Of an industry the product of which has been the subject of a tariff concession by 
·direct negotiation with another country. To levy a protective tariff in such a case, 
'We must get the prior approval of the Organisation which would be difficult to get 
:as depending upon substantial agreement with all the countries affected by the pro
posed measure. Failing such an agreement, we must wait for a period up to three 
years (expiring on 1st January 1951) when all ~ariff concessions would be reviewed. 

It is, in fact, too hard a condition to make a tariff concession irrevocable for 
three years. This will not only hamper the grant of concessions but cause genuine 
·euffering to deserving home industries in need of protection. It is, therefore, sugges
ted that it should be possible to get release from any concession granted on six months• 
·notice, provided such release is required for protection of a home industry and such 
·protection has been found justified on an examination of the case of the industry 
by the Tariff Board. In arriving at its decision the Tariff Board will be required to 
consider any Report that the I.T.O. may think fit to submit on the matter. 

(ii) We have no power, except. with the prior approval of the Organizati?n 
which would be difficult to get, to apply quantitatiYe restrictions even of a non-dis
criminatory character for protection of industries started after March 21, 1918. 
Such restricth"e practice is however, allowcd for the benefit of industries star_ted 
between Ist January, 1939 and 21th ~larch. 1918. ancl the approval of the Or~~mJ~a
tion in such cases thoucrh npcessarv, is UHIIlllatorv. There i~ no lo\Cical groun~l for 
regarding l\Iarch 2.i, 191S, as a deadline for thi~ pu.rpose and such re:;~tr:l'nons ~bould 
be allowed for the purpose of industries started also after this date. It is not conten
ded that quarltitatiYe restr:ctions are in themselves particularly desirable. and it is 
not anticipated that sul'h restr.i<;tions will be. very lar6ely ustd, if allowed. But be~ng 
more flexible and geiierally more effectin•, they h:we a place in the protective 
armoury and they may be taken advantage of with discretion. It is su~~ested that 
their use should be pcrmitted in unth:r-den:·!ored countries likl' India for the dnflop
ment of new industries, ?·.e., industries started since 1939. 

Questivn 9:?.-The termil and conditions prorosed in the charter with resrect to 
(a) existing foreign capital and (b) new foreign investments. are couched in more or 

, less general terms, and either too little or too much may be read into them. A 
capital-receiving country is recognised as having the right. 

(1} "to take any appropriate safeguards necessary to assure that fo~eign 
investment is not used as a basis for interference in its internal affairs or national 
policies"; 
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(2) "to -determine whether and to what extent and upon what terms it will 
.allow future foreign investments" ; . · 

(3) "to prescribe and give effect on just terms to requirements as to the owner
ship of existing and future investments"; and 

(4) "to prescribe and give effect to other reasonable requirements with re<J
pect to existing and future investments"; 

The obligations undertaken by the borrowing countries .are as follows : 
(1) "to provide reasonable opportunities for investment acceptable to them 

and adequate security for existing and future investments, .. , . "; . 
(2) "to give due regard to the desirability of,avoiding di.scnmination as 

.between foreign investments"; and 
(3) "upon the request of any Member •..... to enter into consultation or 

participate in negotiations directed to the conclusion, if mutually acceptable of an· 
agreement" relating to investment opportunities, security or investment etc. 

It thus appears that while a capital-receiving country can generally determine 
·the conditions for the entry of new capital from foreign countries, it will not be quite 
free to vary the conditions after once foreign capital has been admitted. Any 
·prescriptions it makes regarding the ownerships, or the working of foreign-capital 
·must be "just" and "reasonable". In particular, as stated in Article 11, it must 
•take no "unreasonable or unjustifiable action within its territory injurious to the 
rights or interests of nationals of other Members in the enterpris~, skills, capital, arts 

·or technology which they have supplied,, 

The above may mean that a capital-receiving country must not discriminate 
as between home capital ana' foreign capital in the matter of taxation, labour legis
lation, nationalisation etc. If so, the charter takes away valuable rights of safe
guarding national intcrest.B in special cases. Much would depend, however, upon the 
interpretation put upon the terms "just" and "reasonable", and upon the authority 
·qualified to give final verdict on such interpretation. It appears that such verdict 
Tests, not vlith the borrowing country, but with some outside authority. Chapter 
VIII of the charter lays down a detailed procedure for settlement of all differences 
·between members, and differences with regard to the interpretation of what is "just" 
.and "reasonable" in the context ·of restrictive prescriptions on foreign capital would 
·certainly come under the purview of this chapter. The procedure includes arbitra
tion in the first instance, and if arbitration fails to settle the dispute, it goeE' in suc
cessive stages to the Executive Board of the I.T.O. the General Conferences, and 
finally, to the Court of International Justice. It is thus e\ident that the power of 
a country to regulate the activities of foreign capital within its territory is i" ~;;orne 
measure at ]east subject to international control. 

Our opinion in this mattf'r may be stated as follows : 

The charter should clearly demarcate certain purposes for which a member 
eountry should be absolutely free to regulate foreign capital and not depend upon 
agreement with other countries. For example, power to regulate conditions of 
entry of new capital, and to rrgulate the conditions for the expansion of the opera
tions of existing foreign capital should be absolutely vested in the capital receiving 
country. Only when variations are sought to be made in the conditions of business 
once given to foreign capital should the above-I_llentioned procedure for arbitration 
etc. be applied. This would give valuable right to foreign capital in t~e matt~r. of 
continued enjoyment of existing privileges. At the same time, the capttal rece1vmg 
country should be allowed to reserve the right to review, at stated inverval the terms 
on which it initially invited capital, and, if necessary, to nationalis~ foreign assets 
after giving reasonable notice and with paym£nt of due compensatiOn. 

Prohibition of discrimination as between foreig~ investments is also unaccept. 
:able, for reasons already stated in reply to Q. 91. 
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Questions 93 and 94.-The broad lines of commercial policy as laid down in· 
Chapter IV are acceptable subject, howe>er, to objections on the grounds noted 
below:-

(i} Sacrifice of authority to apply quantitath-e restrictions, even of a non-dis
criminatory character, to safeguard industries started after March 24, 1948. This 
objection has been stated more fully in reply to Q. 91. 

(ii) Sacrifice of authority for a period extending up to three years to protect 
on industry by raising our tariff in case the product of the indm,try has been previous
ly the subject of a tariff concession. This objection also has been stated more fully 

· in reply to Q. 91. · 

(iii) Although a country suffering from balance ·of payments difficulty is 
p;~rmitted to impose quantitative restrictions to correct its external position, such 
a.ction may be challenged by any other member country oil the question of fact as 
to whether the actual position of the external balance justified the measures taken. 
ln such an event, the final decision on the question of fact would rest with the lliF. 
It may be noted incidentally that on the BIF the United States commands a majority· 
Of votes. This seriously detracts from the value of the freedom to impose, quantita
tive restrictions on balance of payments ground. None but the country directly in
volved can judge the safety line for its resources of foreign exchange. While the
authority for deciding the margin of safety regarding our foreign exchange resources 
should rest with our own government. the Il\IF may be permitted to judge whether· 
the quantitative restrictions adopteJ exceed the requirements of the situation. 

Question 95.-The obligations under the Charter are not absolute in most cases, 
but are subject to various except.ions, commonly know'll as "escape clauses". The· 
obligations should not prove harmful to our country if advantage is taken of these· 
exceptions in appropriate circumstances. 

Question 96.-Yes, subject to the acceptance of certain modifications of the pro-· 
visions of the charter along the lines already suggested. l\loreo>er, we should keep 
a continuous watch on how the provisions of the charter react on our economy, ancl 
allow the experiences thus gained to determine our future attitude. 

Question 97.-Does not arise. 

PROF. D. R. GADGIL, BOMBAY 

The main problem set before the Fiscal Commission is that of the protection· 
and assistance to industries and the recommendations oft.he Commission will depend 
on the manner in which the Commis'>ion >iews this ce>ntral problem. It i'l gem•rally 
expected that the point of view of this Fiscal Commission will differ greatly fr0m 
the point of view adopted by the Fiscal Commission of 1922. The writers of even 
the minutes of dissent to the report of the 1922 Fiscal Commission did not go beyond: 
advocatin(J' a somewhat liberal interpretation of the conditions under which, within 
the gener:l framework of a laisses fa ire economy, protection to an industry should 
be thought justified and should be granted. There wa'l then broad agreement 
that Government could not be expected to go much furthoc than to remove or 
counteract the effects of factors that may temporarily or otherwise obstruct growth 
of normal industrial activity. Government policy was looked upon as playing a 
role definitely in the hackground, th~ main de,·elopment being left to the operation 
of ordinary forces of what W<<S con;;lderc,d to be an economy of free markets and 
private enterprise. 

The attitude of eYen the stron~est champions of priYate enterprise in India 
• no loncrcr the same totlay. Plannmg has been adopted as a slogan not only by 
~~ politi;al parties but al~o by all ~hades of economic interests. The _activity of 
the industrial panels appomted durmg war by the Government of India and the-
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types of recommendations they made take us far away from the philosophy of t~e 
working of natural economic forces. The plans even of industrialists call for regu. 
lated development to take place in definite direction within a comparatively short 
time. If the planning point of view is adopted its results on the recommendatioBS 
of the Fiscal Commission should be radical. The main essentials of the new point 
of view appe-ar to be as follows: (1) The determination of targets of growth of 
productive artidty in important directions to be attained within a gh•en period. 
(2) The distribution of the targets !!1 some detail over time and space. The first 
invohes some idea of the relative dimensions of the various targets and a broad 
indication of the steps by which the targets would be attained and the second in. 
volves distribution of the measure of intensification of economic activity in varjing 
proportions owr the different parts of the country and over successive years. In 
relation to industrialisation the latter means, in particular, the determination of 
the location of new industrial units. Economic planning has obviously many other 
aspects; only those aspects ha,·e been noted above which have direct connection '\\ith 
industrial policy. At the same time the close integration of industrial production 
targets with targets in other fields of econo~ic activity cannot be ignored. Many 
industrial ta1gcts are intimately connected with targets of agricultural production 
and production of other materials within the' .country. Industrial targets are also 
intimately connected with targets of transport development and targets of import 
and export allocations of specific primary or manufactured goods. Progress of 
industrialisation as part of a plan, therefore, means the adoption of the technique 
of planning and of measures suited to that technique over the major field of economic 
activity. If there is any large well planned progress towards this objective there 
would be no question of considering separately or independently the problem of 
assistance to individual industries and the machinery required to implement such 
assistance. In that event, protection to industries such as by ·way of import 
duties levi<:d on the import of particular products would be part of a general scheme 
of a plan of in1pert and export allocations framed as a part of the whole plan. Also 
the machinery for impleme~Jation of industrial targets and policy ·would not be 
required to differ in any essential from the machinery devised to implement general 
economic planning. · 

The first J=Oint to he considered in connection with the terms of reference of 
the Fiscal Commission is, therefore, whether its recommendations are to be consi. 
dcred as rart of an o\·erall plan which Government may soon frame or not. In 
the f01mer eyent it may have to take a wide view and do such work as that of co
ordinating and collating and also perhaps re-examining the recommendations of 
the industrial panels and it may also have to go in fair detail into questions of the 
general balance of payments and especially of the particular balance of imports 

. or exports of important specific industrial raw materials and finished products. 
The range of variation of the background conditions against which the Fiscal Com· 
.mission may make its recommendations can be indicated as follows : At one extreme 
it may visualise the working of a national economic plan, prepared and executed 
under the aegis of a central authority. Under such a plan detailed targets would 
be laid down and various go,~ernment agencies would operate directly and indirec
tly to see that they were attained. It may be that the Fiscal Commission may 
consider that it is not permissible to adopt this view arul that nothing in either 
the terms of reference or the action of government regarding economic policy d.ur~ng 
the last three years will justify its adoption. At the other extreme the CommiSSIOn 
may take the view that the bulk of planning and planning commissions ~s, in the 
main, formal and £·mpty .and that even when any specific targets are me~twx:ed by 
authority they are to be considered more as pious hopes than as real ob]~ctlves of 
actiYe governmental policy, that at any rate it is nnlikely that any e~echve ste_ps 
would be taken by Government for their attainment and that controls m the domam 

·Of im110rt and export policy and for the conservation of foreign exchange .resour~es 
would operate intermittantly and hesitatingly as heretofore; for the rest, mdustr1al 

.development would be a matter for the private investor and enterpreneur. It ~a! 
not be possible for .the ·Commission to take e\·eu th!s full matter of fact a realist1o 
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view. It would then have to import into the situation a measure of rationality
which may appear to be lacking in it at present. In whatever manner the existing 
situation is rationalised the main differences will turn (ln the extent to which Govern-
ment policy relies on private enterprise and to which private enterprise is supposed! 
to be given freedom to act. 

In all this the dominant consideration is that if all industrial development is 
to take place through the activities of private . investors and enterpreneurs it cannot 
be related to definite targets and definite achievements. Government may make 
a plan and announce objectives. It may also, to a limited extent adopt a policy 
by which private persons seeking profits are directed towards certain ends and· 
repe11ed from certain others. The economic field will, however, in the main be 
occupied by private enterprise actuated by the profit motive. Whether in fact, 
in a .particular set of changing circumstances, Government objectives are or are· 
not attained would depend on the somewhat unpredictable totafresult o!a multi
tude of private decisions. The point may be illustrated by reference to such pro
blems as that of the depressed areas in U.K. in the thirties. So long as the depressed' 
area problem was tackled by merely means of inducements for the unemployed' 
to migrate or for new industry to settle in the area the end result remained uncertain. 
There was no direct Government intervention and the state contented itself with· 
attempt at manipulation of general conditions, under which private efforts operated. 
Another illustration may be drawn from recent Indian expt>rience. The Govern-
ment of India may desire a certain distribution of arable acreages between different 
crops. For bringing this distribution about it may conduct propaganda, offer
subsidies or manipulate the prices of certain agricultural products. However, the 
effectiveness of propaganda or subsidies could not be forecast with any certainty and 
unless the whole scheme of relative agricultural prices was under controf and' could 
be adequately manipulated even this important force would work with uncertainty. 
If, for example, cereal prices were pushed up in order to encourage production of'· 
foodgrains, at the same time as cotton and groundnut prices moved up even more· 
than proportionately, cereal price manipulation should obviously prove ineffec-
tive. In the same time way results of Government attempts to encourage parti
cular industrial effort would derend on a great many external factors over which. 
Government would not be exercising any direct control e.g., conditions obtaining 
in the capital and the commodity markets. 

The point may be emphasized "ith reference to the questionnaire ofthe Fiscal' 
Commission. It should be possible for the Commission to assume agreement on a 
certain number of points. Agreement could, for example, be- assumed in relation, 
to the desirability of considerable overall industrial expansion and the need for an 
active official policy for bringing this about. Also, in the light of its terms of 
reference, it does not appear to be very !mportant for the Commission to consider 
in a fundamental way questions such as those of agriculture, population and 
labour. The unduly large proportion of persons employed in agriculture, the 
overwpelmingly large and growing Indian population or the comparatively low 
efficiency of all kinds of productive activity in India may v;ell be taken for 
granted. So also is there little room for difference of opinion on the need for 
large capital assets, obtained even from abroad if those are available on reasonable
terms. A real problem, however, arises when the problems of the pattern o! 
industrialisation or the balance of payments are approached. \\'hat for example 
is the purpose of visualising a pattern of industrialisation ? is it related to the 
maintenance of existing proportions of various activities or bringing about a 
changed system of such prop01tions during a pt"riod of time? To consider_ an· 
instance, the relations between mechanised and hand industry have been exammed 
by many committees in the past. Certain desirable patterns and certain measures 
for achieving these have also been indicated by All-India or Provincial Committees 
for E-}~erific industries su(·h as hanclloom industry or the country oil press. It 
has been univer~al experience that action of the type recommended by committees 
or otherwise has so far proved futile in the face of any strong economic pressure. 
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In the same way there has been vague talk of a location pattern for industry. But 
·as long as no stringent action in r.elation to big connurbations like Bombay or 
Calcutta is taken the talk of dispersal and of an adequate solution of the problem 
of theeo big population centers is completely unreal. Each time the question veers 
back to the central issue of the direct intervention in and direct responsibility for 
economic affairs on the part of government. All recent considerations of definite 
government objectives has led to emphasizing the need for direct government 
intervention in economic activity' if measurable results are to be attained. The 
most striking example of this is perha'ps the recent report of the Export Promotion 
Committee. The composition . of this Committee did not appear to make it 
pre-disposed in favour of government intervention and yet it found its~lf 
compelled to make recommendations in ;relation to trade, in jute and oil seeds 
which could only be considered as very .faueaching. The issue may be made clear 
by analogy of the distinction · between , trying to obtain an increase in food 
acreage on the one hand by propoganda and subsidies and on the oth~'>r by legisla-
tion on lines of the Bombay Growth of Food Crops Ac!! . . .. ~ .... 

Recent declarations of Government poli~y have· definitely renounced direct 
ownership and conduct of industry. It may be argued that detailed control and 
regulation of the operations of private indust~ may achieve the ends of a plan 
without direct ownership or conduct. It does, 'not, however, appear that Indian 
private enterprise "'ill easily reconcile itself to the set of detailed controls required 
for the purpose or that Government will desire to or "'ill be able to enforce them. 
The protagonists of Indian private ent€rprise deri1ire state assistance and protection, 
they also desire the continuance of many types of indirect controls. ,They, however. 
do not desire exactly the two types of controls which alone can guarantee the attain
ment r,f the social ends of production. These are production controls and controls 
over the distribution of the ultimate product to the consumer. The manner in 
which the Textile Industry has been able to put off rationalization and standardi· 
zation of production is only the most notable instance of the shaping and working 
of the economic policy of the ~.?vernment of India .. 

In the absence of the acceptance of ultimate controls the position differs from 
the 1922 position only in the following particulars. Firstly, the reasons that will 
be found acceptable for modifying the working of ordinary economic forces may 
be more numerous and more varied and secondly official action taken. to provide 
assistance and protection may similarly be taken more often and may take varied 
forms. But the main features of the situation which will remain unchanged are 
that (l) within the manipulated circumstances it is private enterprise alone that 
counts and (2) the main beneficiaries of the whole scheme of manipulations remain 
the private enterpreneurs; because, however much you may increase the contribu
tion to the States or to labour the ownership of the instruments of production and 
the ultimate control of these instruments (largely brought into being by specific 
action of Government and rt large costs to society) remain in the hands of the 
private investors and enterpreneurs. In these circumstances, it is obvious that 
(i) results of Government policy will be uncertain and (ii) that Government indus
trial policy would not obtain and should not expect support from classes other than 
those of private investors and enterpreneurs. / . 

, Xo compromise appears possible in the fundamentals of policy. A regime of 
indirect controls, as at present, instead of being socially useful is merely the instru
ment of entrenc-hing further the power of particular interests. (In this connection 
I wcmld inYite attention of the Commission to the lessors to be derived from the 
actiYity of the Commodity Prices Board, and especially to h\0 reports of that Ro~rd 
(l) on contrvls and their continuance and (2) Yaiiaspati prices. For an evaluatwn 
of the inclireet eontrols regime see paras. 26 of the fornwr report). 

In my opinion, the real question of the future is not what policy Government 
should adopt in regard to protection and a;:sistance to individual industries but 
how soon Government evolves an overall plal) of economic development and how 
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a~tively and effectively this is implemented by a rapid progressive control, regnla
tion and nationalisation of all important mec~anized industry. 

I have treated, at some length, this question of the fundamentals of official 
economic policy not only because I feel that it is at the root of all policy-thinking 
in India today but also because it is relevant to the consideration of a great many 
questions included in the Commiss:on's questior,naire. Ain:ost all qmst'ons included 
in Sections I, II, III, V and VI and questions (a) aurl (b) in Section IV and (c) in 
Section \"'11 have importance for the work of the Commission chiefly when indus
trialisation is thought of in terms of and as part of a plan of economic development. 
Ii it is not so con<:idered, little differen<:c in principle would remain between the 
problem as faced by the Commission of 1922 and that by the present Commission. 

In 1922 the protective d~Jr'!'-~·as,-,:~,?'Dt~n, almost the only kno" n, instrument 
of -policy. Today_ ~he. 'u1struy•~!lt.~:.for:!~·g1~;n1r~~otection and assistance are more 
varied; but the obJect m tht!·jjse .ot} H~, t-nned m_~ns will still be the same. Govern
ment decision would not~ta'ke ·t~_e. ·t..trm of qmintitative production targets which 
are derived from a g~l plan;,~h.~d~c:is.ions wo11ld rather be on the lines of whether 
a. particular economic acti.vity d~?.sE>rv~s 1~nconragement for its growth and develop 
ment whether conditions existing J.t ·ahy time are proper for the desired growth 
and whether if they are not, g()vemment can by any means at its disposal make 
them favourable in an adequate measme. Each consideration on these lines would 
be in relation to a specific economic activity and final decision in respect of it would 
depend on specific advantages supposed to be gained and the particular calculation 
of the disadvantages to be set off against the advantages by way of the cost to tb.e 
public and to Government of the protection or assistance devices. 

In this context the main new recommendations regarding policy that the 
·Commission would today be required to make would be in connection with (rl) of 
Section nr. This question would still be considered, as before, in relation to inrli
vidual industries hut the definition of principles would be very much brm~elcr than 
before. It could, for example, be related to a wider view of economic objedives 
and to a more intergrated consiJeration of the working of economic society. 

There is, however, one other respect in which the condition of the background 
against which the recommendations of the Fiscal Commission arc rna(!e woul.i. 
even on a narrow interpretation, differ widely from those to the conditions of 10~2. 
In 1922 Government interw~ntion and regulation of any field of econo~ic acti\-ity 
was entirely exceptional. Today these haw become normal lE-du~·., vf all n;;pects 
of economic life. Therefore, all recommendations regarding policy must be made 
and evaluated in relation to the regulations and controls already in force. 

In this context the main field "ith which the Fiscal Commission is concerned 
is the field of foreign trade. In this field there operate at present, apart from pro
tective and fiscal duties, prohibitions on some imports or exports, licensing of other 
imports and exports, agreements with specific Government regarding exports and 
imports some of which are connected with quantitative quotas etc. The industrial 
policy of the future and recommendations regarding it must be made in relation' 
to this feature of the foreign trade field. Is it likely that some of the existing restric
tions on foreign trade will vanish and conditions akin to those of the twenties will 
soon be restored1 Is it possible and will it be proper for the Fiscal Commission 
to make recommendations on the assumption of such a return to the normality of 
a comparatively free trade regime? On any reasonable view ofthe matter such an 
assumption will be highly unreal. The serious shortage both in monetary and 
commodity fiehls that our country labours under today are not likely to disappear 
in any near predictable future. Therefore, imports and exports controls and licen
cing and also, most probably bilateral trade agreements will continue to have an 
important influence on the field of economic policy in relation to which the Fiscal 
Commission is called upon to make recommendations. 



48.3. 

It will perhaps be one of the most important problems to be faced by the C~· 
mission as to how the continuing controls in thP.se fields and the objectives sough.t 
-to be attained by them are to be reconci~ed with the operation of the system 9.£ 
protection and assistance to industrieR which the Commission projects. The varying 
and varied objectives of the policy of control over imports and exports have been 
brought out in brief in the notices included in the Fiscal Commission's printed 
questionnaire. It has been also been indicated there that the exceptions allowed 
in the Havana Charter and in the general agreements on tariffs !l.nd trade are very 
wide, especially in relation to the balance of payments problems. It is clear that 
unless means are found to corelate the objectives and coordinate the working· of 
the export and import restrictions from the commodity point of view, with the 
monetary and other aspects of the balance of payment policy and with the duties 
and subsidies required for assistance to industries, action on various fronts may 
continue to appear and to be as vacillating and contradictory as in the past three 
years. In some ways this is, perhaps, the most important problem as also the most 
difficult one. It is, for example, quite likely that the answers given to any parti
cular que,stion, such as that. of the desirability of certain imports from certain 
directions, may not be the same when given from the point of view of (1) essential 
consumer or other needs (2) conservation of lil:!ord currency and (3) assistance or 
protection to Indian industry. It would, therefore, be necessary to think out how 
both in the making of decisions regarding policy and also in the operation of controls 
these conflicting points of view are both (l) given adequate consideration and (2) 
determinately reconciled in a final manner. The apparent vacillations of govern
ment policy have arisen from not having provided for either of these essentials so 
far. Policy seems to be shaped today essentially by individual odhoc decisions,, 
which by the nature of circumstance must be of a short term type, taken indepen
dently by various authorities in different departments in various controls and at 
various stages. An unsatisfactory result logict~lly follows on the procedure. There 
appears, howe,·er, to be r.u easy and short way out of the present situation. 

I would emphasise greatly the importance of this aspect of Commission's work 
not only because it. is crucial and difficult but also because it does not appear to have 
been given the necess11ry attention in the framing of its questionnaire. I draw 
attention to this aspect without makina anv detailed suaaestions because, in my 
opinion, the proper solution of the proble

0

ms ;an lie only in "'the adoption of an active 
and integrated economic policy. The attitude appropriate to a predominantly 
private enterprise field is an attitude that not only leads to but also dictates indivi
dual and odhoc decisions. This it does invitablv, because it assumes · that the 
larger integration is achieved by the working of natural economic forces. It is 
obvi?us that in Inc!ia today the working of the mixed system of unregulated ec~
~on~tc forces and partial controls is incapable of achieving an integration and reconm
liahon of the numerous individual decisions-official and non-official, taken largely 
independently of each other. I do not believe that it would be possible to guard 
against conflicting tendencies arising out of the various aspects of policy making 
unless the consideration of all of them was placed in the context of an overall 
-economic plan. It is only when the basic priorities are all determined in such a. 
plan and concrete targets set out by it that the decisions made about various contr?ls 
could be ensured to operate "ithin a reasonable margin of' correspondence w1th 
each other. · ' 

To sum up the Fiscal Commission may think of the task as one of framing the 
indu~trial development side of a whole economic plan. In this case it will hav~ to 
constder the problem of the pattern of industrialisation and the place of the vanous 
types of industrial activity within it and other related general questions. such as 
that of the balance of payments. On the other hand, it may take the ~ew t~at 
future development will be brought about chiefly through private efforts; m whiCh 
case the Commisf'ion "ill have to concentrate attention on the conditions under 
which and the objectives for which protection and assistance to individual industry 
will be held justified and the appropriate means through which it. will be rendered. 
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This will be an approach similar to that of the approach of the 1922 Fiscal Commis
sion. However, the prevalence of a regime of partial controls over the whole field 
will complicate the prescription and evaluation of forms of assistance and this will 
be a new major problem that this Commission will have to tackle. 

Dr. R. BALAKRISHNA, M.A., Ph. D. (LOND.), PROFESSOR OF ECONOMICS 
UNIVERSITY OF MADRAS, MADRAS. 

SECTION A (I) 

Question 1.-There has been a considerable change in the economic background 
of the country since J922. By 1939 there was not only an economic awakening 
but also a sizeable progress in industrial d.evelopment. The Second World War 
led to a remarkable expansion under artificial conditions which has now to be 
conserved. The post-war years have not proved equal to the task of maintaining 
the progress attained. · 

The general economic pattern of the country at present has no resemblance 
to that of 1922. Further, in its relation to the outside world the Indian Economy 
has had to face several complications since the war. So much so, the one 'central 
idea of offering incentive to industri~l development which has predominant in 1922 
has become relatively unimportant as compared to the other issues which are 
essential for maintaining the economy on an even keel. The Fiscal Commission 
cannot work in vacuo disregarding the other disturbing factors. 

Question 2.-(a) Apart from the shortages of agricultural produce during wai" 
the most import:!.nt permanent change in our agricultural situation has been caused 
by the partition of the country. The loss of Burma affected only our export position, 
but the creation of Pakistan has disturbed our self-sufficiency. The distribution 
of our economic emphasis will perforce be on the side of agriculture until such time 
that our valuable food position is obviated. The Fiscal Commission cannot ignore 
this change in the situation. 

(b) Regarding consumption there has been a considerable difference owing 
to the flow of a greater proportion of the national income to the poorer classes. . But 
the overall deficiency of food estimated has not much practical significance in a. 
country like ours where such scientific diatetic standards have never been maintained 
Life in India has Ia ways been based on a rule-of-thumb and several classes of people 
have not seen more than one meal a day. Their survival has always been due to 
their spiritual strength. One clear proof of the disparity between the scientific 
ration standards and actual consumption is the existence of the black market. 

(c) India has become a net importer of food of a considerable volume owing 
to poor output and partition. Only the commercial crops have held their own as 
export products. Even among them raw cotton exports have fallen. This 
position threatens to last until the effects of the partition on our agriculture is 
relieved. 

Question 3.-0ur industrial progress cannot be as rapid as could have been 
had partition not taken place. Our attention has now to be divided between res
toring agricultural self-sufficiency and accelerating industrial progress. Perhaps on 
the industrial side we may have to encourage with protection and subsidies much 
of the industries which may supply meehanieal equipment and chemieal fertilizers 
to agriculture. 

Question :I.-Increased agricultural output is a basic necessity for int<>nsifying 
industrialization. Greater efficienty in output would release the personnel re
quired for the increase in secondary and tertiary occupations. The mineral wealth 
of the country deserves better prosFecting and ruOie intensive exploitation. 
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Hereafter not only their home demand but the foreignd emand will also increase •. 
Their exploitation should be continuous and not contingent on the appearance 
of foreign demand as has been the case for instance of manganese. Probably a 
cert.ain degree of State control in this respect may be necessary. 

Since 1922 the greatest industrial progress has been with the metallurgical 
industries. The Iron and Steel industry has been sponsored by the Fiscal policy 
and the benefits are tangible. The cotton textil~ industry could have perhaps 
progressed equally well without protection, but during its vicissitudes fiscal pro
tection was helpful. The Chemical industry on the acid side has developed owing 
to natural protection but on the alkali side there has been no progress. The progress 
has only been in particular directions. It has not been well coordinated. Con
sequently several gaps in the structure of Indian industry were discovered under the 
pressure of war. 

Question 6.-(a) 1\Iachine tool~, capital goods like textile machinery, agricul
tural machinery and implements, chemical fertilizers ; other than amonium sui. 
phate, locomotives and rolling stock. '· 

(b) Volume of production should at least rea:~h installed capacity. During 
post-war years it has fallen below existing capacity. 

(c) Operative costs have risen enormously owing to high labour costs. Labour 
output has not increased proportionately. 

(d) Under management there is much scope in India for Rationalization and 
Scientific Management. It has hardly been attempted. . · 
. (e) Capital formation has been affected by high direct taxation and a large 

diversion of national income to middle and lower classes. They are still to develop 
the saving habit. Besides as long as inflation lasts they ·don't have much margin 
to save, Dissaving is also noticeable among the rich. These tendencies are inimical 
to capital formation. 

(/) Raw material position seriously affected by Partition. There is not much 
scope tv retrieve the position in the immediate futJ¥e. Healthy trade relations 
with Pakistan is the only solution. Hydro-electric power has to be developed still 
further owing to the limited reserves of coking coal. 

(g) There is a shortage of technical ability. Training centres in India have to be 
established. 

' 
(h) Supply of labour is not inadequate but efficiency is low. 
(i) What is worse is the go slow tactics practi&ed during recent years. Labour 

organizations have not inculcated a national spirit in the workers. Sectional in
terest is elevated and national well-being is subordinated. 

Question 7.-(a) The most important is the handloom weaving industry. Pro
vides occupation to four-fifths of the workers in textile industry. Maintains about 
ten million people. Though it provides only 30 per cent of the cloth consumed it 
employs more than 85% of the textile workers. It is not a decaying industry. 
There is a high proportion of the wage bill to the total cost of production among 
them. Whereas in mill industry the proportion is only 25% it is 40% in hand weav-. 
ing with mill yarn and 75% in hand weaving with handspun yarn. 

Other small-scale and medium industries are :-

Bengal:-Rice mills, mills for pressing oil, hosieries, match factories and' 
tanneries. 

Bihar & Orissa:-Lac, mica, leather and oil. In these provinces people· 
depend on traditional occupations. 

Central Provinces:-Shellac, oil mills, glass factories, flour mills, brass_ and:: 
bell metal work. 
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-united Provinces:-Blanket weaving, embroidery, carpet making, calicQ 
printing, etc. 

--l>unjab:-Sports gear, cutlery, tanning and shoe making. 

Bombay:-Leather handicrafts, metal handicrafts and gold thread. 

Madras :-Tanning, groundnut decortication, silk worm rearing, £tc. 

Most of them suffer at present from a number of drawbacks, owing to lack 
'of organization. Uniformity of products cannot be secured and quality cannc•t be 
maintained. Appliances in use are antiquated and crude. Thev could be refined 
without any fundamental alterations. \Vaste of time, energy a~d material is co

'lossal owing to want of a rationalized technique of production. Finance is ex-
tremely lacking. The workers are· in debt perpetually. Lack of efficient sales 

·agencies render them a prey to the exploiting middlemen. Therefore the rr arg:n 
·of profit is reduced. 

(b) (i) In relation to agriculture they are of significance in providing subsidiary 
·occupation. They will relieve the chronic under employment in agriculture. They 
will help in providing full employment in the agricultural sector and prevent seasonal 

·exodus. 

(ii) In relation to large-scale industries the problem is to ascertain the feasibility 
·of dovetailing them with large organizations wherever it is technically beneficial. 
At certain stages it is more economical to adopt the small-scale organization. On 
·the basis of the optimum scale of operations for each process of produc:tion there 
'should be a stratification of forms in each industry ; some large and others small. 

Question 8.-From a social standpoint the small-scale industries would rectify 
the unevenness of occupational opportunities in different regions. They can cover 
the voids left by the unfilled gaps in industrialization. 

From an economic standpoint there is a technical necessity to organize certain 
industries on a small scale for efficiency. The optimum scale of their operaticns 
is small. The nature of the product, the methods of manufacture and the conditions 
of demand of certain industries are such that their operative efficiency is at its 
maximum when conducted on a small scale. 

Thus they have an important part to play in Indian economy. At pn'se~t 
they could help, increase output and meat the inflationary potential to a certam 

·extent. In the long run the structure of industry would be more rationally designed, 
·occupational opportunities would be increased and to a certain extent regional 
balance could be restored. 

SECTION A (ii) 

Question 9.-(a) Rural industries like sericulture, poultry farming, bee-keeping 
etc. 

(b) Handloom weaving, bell-metal industries and cutlery, sports gear, etc. 
(c) Artistic crafts and Urban industries. 

Question 10.-For export only the artistic crafts would be suitable ; such as for 
instance carpet making, bell-metal ware, carving and inlaying:, etc. 

Question 11.-The price of cotton yarn has risen owing to protection adversely 
. affecting the handloom weavers. Protection to large-scale industry will affect in 
. general the cottage industries only when the raw materials of the latter are there-
by enhanced in price. Otherwise the cessation of cheap imports standing in a. 

·competitive relationship with cottage industry products is an advantage. tlo each 
•instance of protection should be judged in relation to its repercussions on the cot
·ta.ge industries. No generalisation is possible. 

I 



487 

Que8tion 12.-For first parl of the question refer answer given to Question· 
7(a). Sugge,tions for improYements are : (l) To organize the handicrafts men in 
voluntary a;,sociations. Some moral pressure may be brought to bear on them. 

(2) lmprowment in the technique of production, specification of commodities, 
economy in the purehase of raw materials. All these could be done by the joint 
deliberation of workers. 

(3) Study of market conditions and appropriate designs of products can also 
be done through such associations. 

(4) Joint installation of certain types of plant, e.g., a plant for preparatory-
processes in cotton textiles in a weaving centre for common use. · 

(5) Finance should be supplied by the State. The advance can be made through· 
the medium of Industrial co-operatives to be formed by the workers. 

(6) Supply of cheap electric power to cottage fu.dustries, · 

(7) Specialities and quality products to be encouraged so that competition.. 
with large-scale industries may be avoided. · 

Question 13.-"rhere is only a remote possibility of Trade Agreements affecting
cottage industries. Foreign imports are not likely to a.ffect them much. Of course 
the exports of cottage industries, if any, may be borne in mind while negotiating: 
trade agreements. 

SECTION B 

Question 14.-The policy recommended was too fully implemented and hence
the trouble. The letter of the law w~s respected more than the spirit of it, 

Question 15.-The policy in its operation was defective both in principle and 
in administration. The triple formula has been extremely restrictive and it has. 
been applied with rigidity. The hampeting effect of the policy has been the main 
cause of the slow progress of economic expansion. The Fiscal Commission had 
also made it clear that industrialization should not be forced but should be achieved 
gradually. A bolder approach was necessary for expecting·tangible results. 

The glass industry was denied protection as soda ash was not available in the 
country. The raw materials for soda ash were available in the country but it waS:. 
not being manufactured. So it was more a case of refusal of protection as another 
industry had not developed rather than absence of raw materials. Similarly in 
the case of worsted absence of raw materials stood in the way of grant of protec. 
tion. · · 

The proteetion that was actually granted in India was either to neutralize the 
unfair conditions prevailing abroad or as a countervailing measure against dumping 
or exchange depreciation. Therefore though the intention of the Fiscal Commission 
was to grant " developmental protection" what was available was actually of the
safeguarding variety. 

Question 16._:_No. The entire approach of the Fiscal Commission to the problem 
was extremely emperical in character. The first condition regarding raw materials.. 
is one that resolves itself utlimately to costs of production. Therefore the necessary 
costs of production in each case would have been more scientific approach than 
a mere description of the natural advantages that should exist in a country. T_he 
&ecoml condition of the formula is a mere explanation of the first and has no claim 
to stand as an indepei1dent condition. It is therefore superfluous. \Viti~ regard 
to the third condition it is yery difficult for any Tariff Board to ~orecast with a?cu, 
racy whether an industry would be able to stand evtlntually w1tho_ut proteetwn. 
Apart from an intelligent est_imate of probabilities a definite statement m that respect. 
~s nnm:~sontl ble to expect.. · 
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Question 17.-They were well conceived but hardly followed. The stipulation 
·of the Fiscal Commission that industries of national importance should receive 
special consideration has remained a dead letter. ·The Tariff'Boards in India have 
also taken a static view of the course of industrial development. They have not 
devoted enough attention to the ramifications of an industry under consideration. 
Unless the mutually dependent parts of an industry are also included new lines 

·of production are apt to be neglected. A dynamic >iew of the economic structure 
would not only pro·dde for the protection of existing industries but also offer 
incentives for the growth of allied branches. The exclusion of new industries from 
the scope of the protective scheme is another very unfortunate feature of the policy. 
It prevented the genesis of several useful industries in the country. 

Question 18.-There has been the overriding consideration in India that the 
revenue needs of the country ought not to be jeopardised and consequently there 
has been an overcautious application of the policy of protection. The measure 
of protection has also been extremely moderate as the most efficient producer is 
taken by the Tariff Board as the criterion for determining the degree of protection. 

·On the administrative side the procedure has been very dilatory and vexa
tious. 

Question 19.-Here there is a relaxation of the conditions governing the grant 
·of protection. Emphasis is placed on the actual or probable costs of the industry 
based on its economic advantages. An important departure in policy in this respect 
is the alternative provided to the existence of natural resources in the shape of 
economic advantages. That means even if some of the raw materials are not available 
in the country an industry may be entitled to protection on the strength of its other 
economic advantages. · 

The clause about national interest is given as an alternative to the natural or 
·economic advantages of an industry. Thus what was an additional condition and a. 
-condition that was almost a dead Jetter has been raised to the status of a basio 
principle. It is obvious therefore that the conditions of protection are liberalized. 
It is a change in the right direction. 

Question 20.-Unlike the reports of the previous Tariff Boards the reports of 
the present Tariff Board are not available. Except Press Reports of their recom
mendations no information is available regarding the arguments adduced. Hence · 
.it is not possible to comment on the work of the present Tariff Board. 

SECTIOX D 

Question :31.-There has been a decline in the quantum of India';; foreign trade 
for a few years preceding the outbreak of the second 'Yorlcl War. In the Llecline 
of India's foreign trade, imports have fallen to a greater extent than exports. The 
exports of India have shown a; greater tendency to improve than imports. Imports 
of machinery are steady at a high level but imports of finished products have de
clined. Exports of manufactured products have increased and exports of raw 
products have declined. That shows with the aid of sheltered markets Imlia m<ty 
be able to expand her industries. 

Regarding direction the share of the Empire and the United Kingdom has 
been declining more in respect of imports than exports. E\-en our exports are kept 
within the Empire more through Trade Agreements than by means of natural fac
tors. The normal tendency seems to be to break away from Empire moonings. 
Till 1942-43 the war did not make much difference in our foreign trade as compared 
with the years immediately preceding. The year 1943 was very bad for imports. 
During the war Indian exports were in a better position than imports. O"ing to 
~.he exigencies of war the share of the Empire was greater. 

Question 34.-It all depends upon the nature of the economy that is finally 
{I.CCepted for our purpose. If a. ".Mixed Economy" with central planning is devised 
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direct methods of control to insulate the planned economy may be more effective 
than fiscal measures. Fiscal Measures would still continue to safeguard the private 
sector. At present since the economy is partly controlled there is a great need for 
direct methods. 

Qul'sfion 35.-At the present time a tariff policy by itself may not be a"tle to 
help much either trade or industry. In the first place, most of the economics are 
either fully or partially controlled. Secondly, the Havana Charter does not permit 
free scope for tariff manipulation. "\Ve have to devise a tariff to suit the 
Charter. 

Que.stion 36.-If the short period refers to the next two years the chief pre
occupation would be the dollar shortage neces~itating severe cuts in imports. As 
against this contingency tariffs would be absolutely superfluous. Only such of 
those imports from non-dollar areas which are .competitive with local product 
may be regulated through tariffs if they are not to be subjected to direct method of 
control. -

However, if a longer period than the immediate future is being thought of, 
there should be no radical difference in tariff policy. The enquiries conducted 
during the transitional period should have reference to the long-range policy of the 
Government. 

Question 37.-Protection cannot be good for all time and under all circumstances. 
It is quite likely that assistance may be more appropriate and effective in some 
<>ther form than through protec.tion. It could be judged only on the merits of 
each case. •.· ' 

Question 39.-There is not much advantage in priorities to particular classes 
of industries. What is needed is an integrated scheme of development for a 
country. In such a scheme the vital link should receive priority. 

Question 40.-0f course ; that has been one of the chief defects of -the previous 
fiscal policy. An industry need not necessarily be in an embroyonic stage to be 
-entitled for consideration. Even in the pre-natal stages industries should be assured 
·Of the protection that they deserve. 

Question 41.-(a) (l) Protective Import Duty: Under capitalist planning pro
tective tariffs are essential for regulating through the price mechanism the activities 
of private enterprise, as State trading is not likely to appropriate the entire sphere 
of foreign trade. They should be available for protective purposes. It is wrong 
to think that they are irreleYant in a planned national economy. It may be true 
that in a fully planned socialised economy as in U.S.S.R. they are superfluous. 

(ii) Subsidy: Production subsidies should be permissible as a price support 
as long as free enterprise has a sphere to function in a planned economy. 

(iv) Quotas have also to be employed for executing the production plans. They 
are a Letter means than tariffs for exercisincr administrative discretion in discrimina. 
ting between countries and as a more eff~etive instrument for tariff bargaining. 
Quotas are also more flexible than import duties as instruments of regulation. 
They are not covered by treaty or most-favoured nation obligations. But it must 
he admitted that they are a non-conformable type of interference which .destroys 
the price mechanism and free enterprise. Still a system of quotas which 1s a half
way house between a liberal and a socialised _trading system has to find a plac~ m 
the commercial policies of democratic countries w,,hich have embarked on plannmg. 
Then again to insulate the production plans quotas are the only . mea~ am~ng 
countries which are not fully socialized. Tariffs would be relatively mea:ectlve 
for the purpose. Quotas can be made less harmful than what they were m the 
inter-war period. 
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(b) None of them individually can be the normal method. There should be 1 
judicious combination of all of them. 

(c) Yes: It shou1rJ be decirlecl in each case on its m<>rits. The conrlition;; ol 
selection are the degree of planning and whether the inJu.~try falls in the Public o: 
Private sector. Further, the ability of the industry to avail itself of protectior 
should also influence selection. If it is too weak, a price support in the shape of a 
subsidy may be necessary. 

Questwn 42.-For safeguarding or anti-dumping it is best that direct methJd~ 
of control are applied. It is desirable that Tariffs are reserved only for lon0'-rang< 
protective policies. 

0 

, Questwn 43.-(a) Export duties would have a very minor place. Only where 
the incidence is likely to be on the foreigner it may be imposed and the proceed~ 
tnay be used for fortifying the industry lest it should lose the foreign market. 

(b) Against critical shortages and conservation of raw materials direct methods 
are always more effective and reliable. Export duties may not be of much 
.avail. 

Questwn 44.-Export subsidies are not desirable and neither can India afford 
it. All fiscal help should be on the side of raw-material and plant equipment. Any 
import duties on them should be abolished. If that is not feasible a rebate on the 
duty paid by export industries should be allowed. 

Questwn 45.-They are taking the most efficient firm as their criterion. This 
· is not scientific under product differentiation and monopolistic competition. The 
optimum size. of the firm is never reached under such conditions. The average 
cost of a few representative firms may be a more satisfactory proposition. 

Question 46.-No. It would lead to unnecessary confusion and still may not 
achieve the object. 

Question 47.-The price level, the nature of the commodity, and the degree 
of protection to be granted. 

Questi.on 48.-Quantitative quotas are preferable to tariff quotas. 

Question 49.-A minimum is better as no one can say definitely when protection 
would become superfluous. 

Question 51.-0ur long-range fiscal policy can only fit in to the general scheme 
of Economic Planning. Unlike on the previous occasion the Fiscal Commission 
has now to prescribe within the limited scope available for tariffs to play a part. 
Then tariff policy was everything, but now it has to adjust itself to the limitations 
imposed on it. On the one hand there is the Havana Charter and on the other the 
need to plan. Neither of them will allow a free hand to tariff. Hereafter tariff 
by itself cannot achieve much. 

Question 52.-State trading is done either to face national scarcity as in the 
case of food or as part of planning. It cannot come to the rescue of the fiscal 
policy. 

SECTION F 

Question 58.-The concept of Imperial Preference has now to be viewed from 
a new perspecti\·e. It is not the Hanma Charter or the General Agreement that 
impels the ehan.ge. It is the ~al.anee. of payments problt>m which is b~uncl to l.ast 
for a longer penod than what 1s unagmed. To restore balance and ren\·e multtla
teralism we neell '' Regional Blocks'' lnwing freer trade. This is the first stL'P in 
the revival of worlu multilateralism. For this purpose a C'OllYenient an'a like the 

. Empire or the Sterling area Las to be taken and within it fr('<'r trading relationships 
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ought to be established. Such an area is non-political transcending national borders 
and will have nothing in• common with the old concept of imperial preferen
ce. 

Question 59.-The principles laid down by the old Fiscal Commission are not 
relevant to the present issue. The Regional Block is. for the co-ordination of a full 
employment programme. The patterns of economy in the area may be suitably 
adjusted. Trade may proceed in the area as far as possible on a basis of exchange 
stability by price competition within a free market. It may be supplemented, 
with mutual agreements, by reciprocal bulk-purchase agreements, quota restrictions 
and subsidies according to the aims of the developmental programme in each part 
of the region. 

Questions 61-65.-As I have suggested above an altogether new approach is 
needed. I am not in favour of continuing the existing system. 

SECTION G 
Question 66.-(a) Yes, they do , but their freedom cannot be completely fettered 

on that account. 
(b)(i) Price policy should not be interfered with by the State except when they 

exercise powers of discrimination in prices. 
(ii) Wages: They should conform to a fair wage fixed by the State. Conditions 

of work should be as prescribed by the State. 
(iii) Technological improvements and Rationalization would be subjected to 

review by the Tariff Board in its periodic enquiries They will reveal themselves 
through cost conditions which should hereafter be the criterion for a claim for pro
tection. 

(iv) Research will depend on the resources of the individual firm. It cannot 
be forced on all the recipients of the benefits of protection. 

(v) Training of apprentices, etc. should be compulsorily enforced. 

Que.stion 67.-(a) An interpretation of restrictive practice is not easy. Undue 
interferenae in the internal working of an establishment may be resented by privat9 
enterprise. Besides it may not be necessary. Beyond general stipulations for tne 
maintenance of healthy competition the State ought not to go in restricting the 
freedom of action of protected industries. 

(b) Combination takes place purely on economic grounds. If protection gives 
rise to it there is no point in prevPnting it. Only when they develop a monopolistic 
position and tend to exploit that there will be a case for intervention. Even then 
the objective need not be to break the combination but to control prices, etc. 

Question 68.-lt is much better to legislate about the financial structure of all 
industrial concerns, irrespective of the protection granted in order to prevent in
dustrial mortality. 

Question 71.-No special machinery is necessary nor is it desirable to have 
government representatives on the Board of Management. That is a feature only 
of " Mixed Undertakings" where the State contributes part of the capital. The 
Tariff Board should be enlarged having a different nomenclature and ought to be 
entrusted with this work. 

SEC'IION H 

Question 72.-Existing organizations are inadequate. The only change for 
the better is that the Tariff Board is almost permanent and not ad hoc as 
hitherto. 

Question 73.-There should be an extensio~ of the scope of the organization. 
It :should be a body capable of initiating enquiry not only in respect of tariff protection 
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but also about all allied problems of industrial development. It must be vested 
with powers to plan and suggest methods of industrial and commercial development. 
Consequently it would be more appropriate to call it as a Board of Industrial En
quiry rather than as a Tariff Board. Though an advisory board it should be a. 
statutory and permanent body with full powers to summon witnesses. 

Question 74.-Yes ; something on the lines suggested above. 

Question 75.-It is not advisable to have specialized independent oro-anizations. 
It will lead to difficulties in correlation. o 

Question 76.-No ; the ministries are the least fitted to be entrusted "ith that 
responsibility. 

Question 77.-Yes ; as already mentioned even though the scope and efficacy 
of tariffs is relatively less in the present context of economic development still it 
cannot altogether disappear from the picture. So to implement there ought to be a. 
specialized organization .• 

Question 78.-Refer answer to Question 73 above. 

Question 79.-There should be an extension of its functione as indicated in the 
answer to Question 73. 

Question 80.-The functions of the existing Tariff Board are certainly wirier 
than those of the ad hoc bodies constituted previously. But they do not go to the 
full length that is desired . Its functions ought to be much more comprehensiYe. 
As a matter of fact it has not been made a permanent body and it is certainly 
not a statutory body. 

Question 81.-The present structure is inadequate and unsuitable for the en
larged scope of the Tariff Board. Tariff making is based on a knowledge of indus
trial conditions and trends of trade. The fiscal policy of the nation is equally 
important. So it should function in three or four sectors each making a continuous 
study of the developments. The advantage of such an organization is that "hen 
an issue comes up for decision it could be most expeditiously dealt with. 

Question 82.-The present practice of the exercise of discretion by the Govern
ment in selecting certain industries for enquiry should be given up and all industries 
seeking rrotection should have a chance of being heard by the Board. 

Question 83.-Whether an industry is small or large the above practice should be 
followed. 

Question 84.-It should be addressed to the Tariff Board and the Board should 
appraise the government before commencing enquiry. 

Question 85.-The above suggestions are all modifications of the present pro
cedure and they will be more expeditious. 

Question 86.-Not much. 

Question 87.-0n technical matters the Government should not sit in judge
ment over the recommendations of an expert body. It is only when it is not ad
ministratively feasible that the Government can refuse to implement. 

Question 88.-(a) and (b) Certainly yes ; only composition and functions need 
be laid down. The others can be inferred by the Board from the General Industria\ 
policy of the State. 

(c) By leaving the details undefined flexibility can be maintained. 
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DR. RADHA KAMAL MUKERJEE 

The policy of protection so far followed has been one of discriminating protec
tion. This has led in some measure to a lop-sided industrial development, parti
cularly the neglect of c0ttage industrial production in the country. 

A fundamental change in the approach to the fiscal policy is necessary which 
may be characterized by the axiom of Full Employment of Productive Factors 
in a planned scheme of balanced development of agriculture, small seale and large 
scale production on the one hand and a balanced progress of industrialisation in the 
advanced and backward regions and states in the new federal republic. 

Fullness of Employment should he considered as the baF:is of the new tariff 
policy in view of the vast chronic unemployment and under-employment in 
agriculture (estimated at about six months inthe year outside the zones of intensive 
farming and dairying) and the poE'sibilities of development of cottage industrif'IJ 
that even at present employ about 12 million .. persons. 

Besidrs, diversification of employment is ne~essary not. only for the sake· of 
economic stability but also for an -all-round diffusion of scientific, mechanical ar d 
technical efficiency among the whole population associated with what is called 
Rurbanisation. 

The largfmeRs of the possible domeRtic stable market is also favourable for a 
forward protectionist policy from this view point. 

Protect.ive efficiency is so low, largely due to lack of pow:r development arid 
of employment of modern machine tools and appliances rather than of any innate 
inferiority of th~ labour force that,a condition of full employment cannot be reached 
if we continue to import all types of goods from other parts of the world with many 
times higher !ndustrial and agr\sUltural productivity than ours. 

The expenditure on imports estimated at about six per cent of our national 
income is almost equal to total savings in the country and thus represents an excessive 
leakage from the investments multiplier. 'This itself is a symptom of our un
de\·eloped economy and chronic unemployment. If this rate· of imports to Savings 
continues as at present even an improvement in national income and investments 
would accompany thP use of improved purchasing powel' in the country for pro
viding foreign employment. 

Hence imports have to be l'levercly restricted for attaining the objectives of 
larger investment in Indian industries and other sections of domestic economy and 
of both specialisation and diver!iifiration of employment. 

Such a programme may also involve a restriction in the mte of ~rowth of 
exports but this will not affect employment adversely in the country due to the 
largeness of the domestic market. 

Again, the programme obviously will be inflationary in the near future though 
not in the long run. But this will be associated with continuation of the 
present policy of statutory fixation of fair wages and profits and price controls sp 
long as there is scarcity. in fact real income will grow and inspite of higher money 
costs there wil~ be all-round improvemen~ of the standard of living. 

For the implementation of the policy of Protection for Full Employment, bri eflJ 
11ketched above, the home producer should be put on an equal basis with his 
foreign competitor through suitable tariff on the principle of equalisation of cost-s. 

Comparison of costs is difficult in a regime of foreign exchange controls and 
blocked funds. But such difficulty has to be faced by an expert tariff board. 
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All ~lOme production should thus be entitled to protection whether larae 
me~um-s1zed, or cottage - l:trge inrl11stries. small-scale ami cottaa0 ind11striC's a~J 
agticnlt.t:re. " 

In such a policy much of the dem'l.nrl for industri11J consumers' fl'Oods and pari:i
cularly, 9uality. goocl'3 will be satisfied through a development nf ·~mall:sra1e and 
.C?tt:age mdnstn~s ,that have to be protected against· competition with foreign· 
~1m1lar or suhst1tnte products. 

'rhe largeness of the domestic market for cottage !lroduction goods itself im
poses an economic obligation to develop cottage industries for our own needs rather 
than for export purposes, althon?h in a short-period an export drive is necessary 
to fill the gap in the balance of payments. 

Both, the fiscal policy and induilt.rial policy of the country have tc. he so trimmed 
and co-ordinated as to secnr':l the largest men.sure of employment for the peo1•le 
in the aggregate, rl.istributerl between th1~ various typ(·S and 11nit>~ of production. 
Any handicap wHch cottage produ(tion suffers from at present in comparison 
and competition with large-scale industry at home has to be removed, C'crec:r~lly 
in a short pPriod programme. 

Thus in the textile industry weaving of lower counts of cotton should he re
served exclusivdy for the cottage workers while permitting the installation of new 
cotton mills. 

Similarly, any hamlicaps that a province or state suffers from due to itil general 
economic backwardness should be removed by a planned licensing and loealisation 
of new industrial establishment. In fact, licensing should be properly utilized so 
as to bring about a quicker industrialisation of vhe less advllnced provinces and 
a poised deyelopment on a regional basis. 

In certain cases, in addition to the tariffs, the design of ' mixin;:; quota ' should 
be utilizt>d so a_s to distribute the benefits of a protective tariff to the best possible 
advantage to aU regions and sectors of economy. 

\Vhenever protection is granted there should be a regnlation fixing a minimum 
proportion of the raw material produced in the region for use by the industry. 
For instance minimum proportion should be bid down for the use of .Jute, Cotton 
and raw wool and silk produced within the country. The percentages so fixed 
should be raised m; the country reaches the goal of self-sufficiency in these raw mater
ials. fiinlilarly in the case of petrol we should have a minimum percentage of power 
alcohol to be mixed with all imported petrol for the encouragement of our power 
alcohol industry as well as for self-sufficiency in this field. 

Agricultural protection must also be considered as a measure for establishing 
agricultural prices, for giving security to the agriculturist and for expanding agri
culture. American anJ Australian wheat, which mav be sold in our country at 
an unfair price m:1y be a real menace to our agricult;rral stability and prospe.rity. 
Pakistan jute anci cotton may also threaten the marginal growers of these products 
in India in the near future. 

The disadvantage of an over-all protectional policy for an under-developed 
economy likt> ours is th~tt it cnrries the risks of retaliation by foreign countrit>s. 
But at the same time it enhances our bargaining capacity for bilateral trade
a(J'reements. In fact, these latter may be so utilized as to bring about better eco
n~mic I'O-operation for mutual advantage and expansion of foreign trade. 

The altRrnath'e to snch a pt:otectionist policy is state monopoly of foreign 
trade regulating imports according to the over-all necessities of a planneci economy. 
But then, it would be difficult, and it might well pro\·e impol'lsihle to preserve a 
predominantly competitive character in-internal trade and production. 
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SBRI B. R. MISRA, BEAD OF TBE DEPARTMENT OF ECONOMICS, 
GOVERNMENT COLLEGE, PATNA 

Question 36.-The objectives of tarriff Policy in the short period may categori-
cally be stated as follows :-

(1) Control of imports. 
(2) Improvement in our international balance of payment position and 
(3) State assistance to domestic enterprises. 

Question 37.-The fiscal policy best suited to India is not protection or free 
trade put down in a categorical manner, but a policy which would best promote 
the economic interests of the country keeping in view our" international balance 
of payments position and the interests of the consume_·s. Thus there may be case 
where free trade would best serve tl:e interest of the country and a policy of pro
tection would be definitely. harmful. 

Que.,tion 38.-Protection or State assistance may be granted to an. n<tustry 
vroVIdcd some of the fo1lowing conditions, among others, laid down by the Indian 
Fiscal Commission, 1921-22, are fulfilled :- ·. 

(I) There should be greater State control in the management of such indust
ries e.g., the State may no:niriate some directors on the management 
to watch the condition under which the industry is working. 

(2) The role of managing agents must be definitely reduced to a minimum if 
the industry is to enjoy protection. It is needless to dilate upon 
the evils of managing agents as they are weH known and hence if 
an industry is to receive protection or any type of State assistance, 
the influence of managing agents in the management or regulation 
of industry must be, by an act of legislature, drastica1ly reduced. 

(3) Consumers Councils filo!ould be formed and given statutory representation 
on the board of directors of such industries. In some of the recently 
natioualised industries in the U. K., there is a definite provision 
in the act for the formation of Consumers Councils and the conditions 
relating to their working. I suggest that in order that the interest 
of consumers be safeguarded in the case of protected industries, Con
sumers Councils should be given a statutory representation on the 
management and their functions be laid clown by the State. 

The most important disadvantage of protection is that it entails a burden on 
the consumers through higher prices. In order that this disadvan
tage may be reduced to the minimum, it is necessary that the State may 
consider the view points of both producers and consumers before 
considering the nature and extent of protection which an industry 
needs. 

( l) There must be definitely a policy of limiting divide:1ds to the minimum 
possible level in the case of protected industries. From past experi
ence, it appears that such a condition was not laid clown and in future 
in order that the burden of protection may be reduced to a minimum, 
the legislature before granting protection should impose a condition for 
restriction of dividend. It would be anamolous that a protected 
industry should receive State assistance at the cost of the taxpayers 
and de~lare heavy dividends to the share-holders. 

(5) The remuneration of manaO'incr aO'ents and other expenditure which 
ordinarily may be permitted in the case of non-protected industries 
should be carefully regulated and duly scrutinised ~n the case of pro
tected industries in order that prices may not be mcreased beyond 
a certain le\·el and the incidence of protection may be reduced to a. 
minimum. 
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(6) Statutory conditions must be laid down in the case of protected industries 
for the building of reserve funds which may be utilized by the industry 
in the lean years which may follow after the expiry of period of pro
tection. The history of -the Cotton Industry in India shows that the 
industry did not build up adequate reserve funds and suffered terribly 
in a period of depression. For example, c!uring the eight boom years, 
1915-22, the Cotton Industry in Bombay was in such a prosperous 
condition that it paid a sum of over Rs. 50 crores on dividends which 
worked out on an average to 53% per annum on the paid-up capital. 

In the case of protected industries, the payment of wages must be regulated 
_by the State, so that neither there should be a case for exploitation 
of labour nor as a result of labour-strikes, production may be stopped 
and the burden on the Consumers, as a re':lult of it, be increased. 
It is hi~hly necessary that strikes and lockouts should not be per
mitted in the case of protected industries. 

(7) Protected industries should also be inspecte1l periodically to find out the 
efficiency of their working. After all protection is based on the 
plea that the domestic industry is not able to face the foreign com
petition on account of higher cost. Hence one Of the conditions of 
protection must be that the industry shoul(l rationalise itself and reduce 
its cost so that it may be able to face worlrl competition at the earliest 
possible opportunity. 

{8) The products of such industries which are receiving protection should 
be at the disposal of the State for distribution at fair prices. One of 
the most important evils in the present economic structure of the 
country is that on account of the lack of a proper agency for distri
bution, consumers pay heavy prices, e.g., even though some industries 
receive protection, the distribution has been entirely left h the dis
cretion of the producers. There are some instances \\here the pro
ducers under the working of normal economic force8 reapecl hea\'Y 
profits at the cost of consumers. The State also lost revenue due 
to such unearned increments in the valne of products. It may be 
laid down as one of the most important conditions that, before an 
industry is granted protection the distribution of it8 products mu,.;t 
be regulated by a polic;y formulatctl and laid down by the State. 

The cases of cotton and sugar iiHlustries may be cited wht::re prices 
increased and as a result of whieh, the stocks increased in ntlue 
and neither the State nor the consumers received any benefit out 
of it. 

In concluding the aboYe conditions, I would reiterate that in the case of pro
tected industries, the production and distribution of the product must be regulated 
and carried out by the State. The State should not be a spectator ha,·in~ no voice 
·in the affairs of the industry. Protected industries entail a burden to the State, 
the consumer has to pay a heavy price an1l as such greatest vigilance shoul,t be 
exercised by the. State in the interest of the common man of the country. 

Question .3f.I.-I sug~est the following pri,>rity :-

l. Industries owned and managed by the State should re~i,-e the first 
priority in the grant of protection. 

2. After such industrie;:;, the elaims of such industries where the Stctte is 
working on a partnership basis be considered. For example, the 
Ship building industry. 

3. The cases of other industries which do not f~tll in classes 1 and 2 mentioned 
·above may be considered prodded they are subject to thorough State 
control and management in thPir policy. 
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Que&tion 40.-No industry should be considered for protection till it is fully 
established and its cost of production could be analysed and scrutinised for pur
poses of protection. Protection is always based on a comparison of home price 
with foreign price. If the industry is not in existence it is impossible to find out 
its home cost of production, if protection is granted to such industries, it would 
be a leap in the dark and may result in a heavy burden to the consumers. 

If the cases of such industries in interest of the nation at large are to be consi
dered at all, they should be entirely State owned and managed. Industries function
ing under private enterprise should never be considered for protection before they 
have fully established themselves. 

Question 41.-The normal method of protection should be a protective import 
duty. Bounties or subsidies should only be granted in the case of such industries 
the product of which is essential for other industries and would thus raise their cost 
of productions, q ., Iron and Steel industry. 

In view of the low revenues of the Government of India in comparison with 
other countries where bounties and subsidies weJ."e granted to a larger extent, they 
should not be ordinarily utilised as they would bu.rden both the consumers and non
consumers of the product by the payment of a.?-ditional taxation necessary for 
bounties. Import duties ordinarily burden the consumers. 

To the methods mentioned in Q. 41., I would add one more, namely qualitative 
restriction of import. Such restrictions may be necessary and desirable if the in
tention of the legislature is to grant protection only to a part of industry producing 
a certain quality of goods and not the whole industry. 

Questicn 43.-The question of export duties should be considered (apart from 
cases mentioned under (b), 1 and 2 of this question), from the point of. view of the 
balance of payments position and the necessity for·earning hard currencies. 

Question 46.-The duty shou!d vary with variations in import cost; a careful 
watch should be kept on the mo'iement of prices in foreign countries of the indus
tries against which the domestic industries are receiving protection. 

This is possible now as in most of the important countries the Dominion haS 
Ambassadors and Consuls. Indeed, it should be one of the functions of the Trade 
Commissioners to inform the Government of the movement of prices of the protected 
industries to enable the Home Government to base its policy. 

Qu£stion 4'7.-The main considerations in the choice of a specific form of pro 
tection should be :- · 

1. Administrative convenience, 
2. Stability of rates and absence of ambiguity, 
3. Government revenue, and 
4. The point of view of protection. 

The alternative form would naturally vary with the type of the industry re
ceiving protection. 

In case specific duties are imposed, the State should fully explain the actual 
burden of the duty to the public, as, in the case of such duties, men with expert 
knowledge definitely enjoy an advantage over other in envisaging the full im
plications of the duty. 

Qu£sticn 49.-The minimum period should vary between three to five years. 
The maximum duration for protection should not exceed ten years. 

In each case, the industry should be subjected to annual examinat~on to fl?d 
out the progress made by it in rationalising itself. In no case should an infant m
dustry be allowed to remain an " infant " all its life. 
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Question ,51.-The long term objectives of the industrial policy must be based on 
the consideration that a major sector of our industry would be owned (partly or 
wholly) and managed by the State. Under such conditions, the interests of con• 
Humer& and producers. would be harmonised as the profits of the industry would 
form a part of the State revenues and would not be distributed as gains to the share
holders. l\Ioreover, the consumer may be prepared to share the burden of an addi
tionaL duty if he has the hope that in future the profits. of the industry would enrich 
the nation. It is a poor consolation to the consumer that protection would indus
trialise the nation and increase its national dividend as increased production_ with
out adequate arrangements and safeguards for a more equitable distribution of 
wealth, ordinarily, increases the gulf between the rich and the poor. 

The second objective which may be kept in view in the long term fiscal policy 
should be to improve our balance of payments position which indeed is the crux 
of In:lia's eco:n:nic problem. An export drive of some of our products, which may 
ne3d protectio:1 to-day but would ultimately capture market abroad, may also 
be kept in view in the long term programme. · 

Whatever m':lthods we may employ in our fiscal policy and however high the 
hopes we m'ly entertain, it remains true, unfortunately that our efforts and hopes 
may be defeated unless means are adopted to reduce our cosf, of production. It 
would be absurd to m:tintain that we can continue to adhere to the existing level 
of mJn::ly-incJ:U'l3 irre>p3ctive of the value of the money. A long term fiscal 
policy may take into co Bideration :-

1. R'3duction of salaries and wages, 
2. Effect of devaluation, 
3. Tariffs plus bounties, and 
4. Trade pacts and treaties. 

Unless the internal cost structure is cut down and the volume of inflation re
duced, a long term formulation of a tariff policy cannot be thought on scientific: 
lines. 

Tno third objective of the tariff policy may be that the gain from it must, aR for 
as possible, go to the State. This is possible if the State sets up institutions--to par
ticipate in the foreign trade of the country. 

Question 52;-The objectives of tariff policy would be greatly facilitated if the 
State sets up a big public corporation to undertake the task of carrying out the 
major portion of the export and import trade of the country. It may be a purely 
Government organisation or a quasi-Government institution in which the exporters 
and importers and Government may participate. Never before in our country was 
the need for such an organisation more important than it is today when huge wind 
fall fortunes are made by exporters and importers as a result of variety of factors 
the course of which is difficult to envisage. For example, as a result of devaluation 
the importers and stockists of dollar goods made over-night fortunes without their 
benefit being shared either by the State or by the consumer. If the State were 
controlling the major sector of the foregin trade of the country, the profits would 
have gone to the State revenues without making the rich richer and caus
ing a burden to the C)mmon man in the country. The possibility of starting 
a Corporation on the lines of U.K.C.C. which functioned during the war may be 
examined to facilitate the underlying principles and objectives of a tariff policy 
either in the short or long period. 

Question 53.-The organisation may be a Government or a quasi-Government 
organisation, the capital of which may be subscribed by :-

1. the State (51%), 
2. exporters and importers, 
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3. the public, 
4. >arious institutions, e.g., Port-trusts and Corporations (Calcutta, Bom

bay and Madras). 

The limits of its activities may in the beginning be confined to those items in 
our exports and imports which figure prominently in our foreign tra;:le. To give
one example, the Entire oil trade may b*' a State monopoly for reasons of nat.ional 
policy, elimination of middlemen, and increased reYenues to the state. 

Shri C. R. Sreenivasan 

The stork-exchange provides the barometer reading to industrial life. -The 
barometer has been continuousiy falling these two years. Value of equity shares
has dropped in a manner and measure calculated to frighten lingering investment 
~emands. Few new floai;ations have been possible and no broker is \\illing to \lnder
write the issue of new capital even for proved companies. The fact that Government 
have not come forward t:> borrow in the market ewn by way oftreasury bills tacitly 
recognises the dismal conditions that rule in the ·money market. _l\Iany reasons haYe 
been adduced for this unfortunate and undesirable development. Not one of the-se
by itself is sufficient to produce the conditions tliat preyail but it cannot be deni(d 
that every one of these has contributed to the result. It looks as though a pry
chological malaisse has been induced by the unsettled 11,nd unsettling conditions that_· 
continue to prevail in the country. 

The changeover from war to" peace economy under conditions of "holt-supply 
of many essential goods, exposed to pent up demand, has led to uninfotmed and 
unintelligent control and let in corruption in many forms at many stages. 'Ihe -
rc_conditioning of the country's economy following partition has thrown up many 
problems which are yet to be resolved in any satisfactory measure. The Pstablished 
industries of the country are faced with many problems in regard to replaceme~ts,. 
raw materials, labour costs, dis)ribution channels and controlled sales. Incentlve 
to private enterprise has been seriously affected by lack of clarity or coherence in 
f>tatc policy, as illustrated by the proposed amendments to company law, industries 
control bill and labour tribunal awards. While venture capital is virtually on strike. 
investment capital, normally integrated from saYings of fixed income groups in urban 
areas, has been getting scarce under the twin impact of high cost of living and heavy 
incidence of tax. 

In the result of vicious circle has been created from which people look to Gov
ernment and Government look to people to break. That should be broken in com
nwn ground. Ideological conflicts imported in an already complex situation must 
be resolved first and obviously the initiative here lies in Government hands. The 
time to set bounds to private enterprise or seek to control it to any extent is not yet 
come. There is ample ground for the state to conr many fields be~·or..d tbl) resour-
ces of rrin>.te Pnterprise which should keep Government busy for many decades. 
NaUondisa.tion in the context is therefore not a live issue and to canvas'! it under 
p_rescnt co:nditions ii> calculated only to import beat w.ithout light into the dioc~Is
s on. The state bas an inalienable right to nationalise any industry or enterprise 
in any emergency of war or peace. The climatf} for enterpri~e to flourith ~hould 
first be crea~cd and it is only when production recovers its equilibrium' and mo,:es 
up to competith·o standards that question of di"'1ribution of profits of entcrpnse· 
inftr se should engage attention. To this end the business profits tax should go, 
dh·idend limitation should go, Industries Control Bill should be dropped, Com
pany Law Amendments should be delayed and drastically revis'3d a!ld IAtbour 
Awards should be linked to output per man hour. 

\Yhen venture capital comes out, the next problem of creating and canalising· 
investment capital should encracre serious attention. Income tax particularly on the 
middle income groups, should 

0

be substantially reduced to afford opportunity and 
incentive to saving. It may involve some embarrassment to Government at the-
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m:>ment but on a long view it is both nece::~sary and dei!irable. There is also more 
m)ney in rural aral.s than in urban areas, among agricultural rather than industrial 
cla,se 1 today. But no ml.chinery h11s b::Jen devised yet to int'!gral.;e and ca!1ali>e
them for nl.tional purposes. Ways and means must be set in motion to gather the 

• sm'1ll and neglected savings potential scattered over the countryside. It is a mistake 
to iml.gine that foreign capital will take risks that indigenous capital is not disposed 
to take. Further foreign capital can and should supplement and not supplant in
digenous capital. Such capital also is not to be woed and won. It i3 only when such 

·capital offers itself for remunerative employment and seeks opportunities for invest• 
ment that a fair deJ.l is possible. The finance for large scale projects must be sought 

. at inter-governmental levels and may be confidently expected to be available when 
private enterprise finds free and full scope. 

In the field of commerce a regrettable development in recent years has been the 
. short circuiting of established trade channels and improvising new ones presumably 
to stop profiteering. The remedy has proved worse than the disease. 1\len without 
experience and resources are trading licenses and permits and the burden of the new 
found link has fallen heavily on the consumer. The question of state trading again 
is-now being seriously convassed to make confusion worse confounded. It would be 
wise for the Government with its limited resources and with serious problems to face, 
to abandon schemes of this character and confine its rationing and control activities 
to established trade channels in public interest. Frequent changes in import res
trictions have introduced and element of uncertainty and concern among trading 
circles to the detriment of consumers' interests. These disturbances should be re· 
duced to the minimum. 

On the food front also the battle must be won on the psychological front first 
before production drive yields any substantial results. The emphasis on scarcity 
in recent yea.rs h1s created a widespread fear complex among the community with 
the result that minimum reserves are being kept in millions of homes and all that is 
produced does not find its way into the market. Procurement effort with its uneven 
incidence and inadequate resources has but added to the burden of distress among 
the poor and the needy. For short term results it would be wise to concentrate more 

·on intensive rather than extensive cultivation. Fragmented holdings do not land 
· themselves to mechanised farming and efforts to gear up the cooperative machinery 
for this purpose can yield no immediate results. With the limited resources at the 
disposal of provincial governments better results may be looked for from minor irri
gation works, seed selection anrl manuring. The Government of India may take up 

·the financing of big irrigation projects as and. when funds permit or loans are avail
. able on a time schedule. It is not wise to engage on too many fronts in this respect 
. and haste can only lead to waste. 

Q1testion 89.-Yes. 

SIR SHRI RAM, NEW DELm 

PART II 

Question 90.-I should say, prim,'l facie, yes; but only actual experience can 
· confirm or refute this impression. 

Question 91.-Does not arise. 

Question 92.-Yes. 

Question 93.-Yes. 

Question 94.-Does not arise. 

Question 95.-I do not expect any injurious effects on our trade and industry 
. in the short view. As regards the effects in the long run, I am not sure if it is possi-
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Lie to do other than consider the matter a priori, and in that view I do not see why 
our trade and industry should be adversely affected. 

Que.stion 9G.-~Iy answer to this question based purely on commercial and in
dustrial considcration is in the affirmati•e; but I can conceive of political or inter
national considcrations which may justify delaying such adherence, and on that 
aspect of the question the Government should be the best judge. 

Que/jtion 9i.-Does not arise. 

Question 98.-I note that India will have a permanent seat in the ExecutiYe 
Bo:1rd as one of the States of chief economic importance. 

Que.stion 99.-The answer to the first part is 'Yes'; the second part, therefore, 
docs not arise. -

Question 10.1.-I agree ,.,·ith the principles referred to in paragraph 5 of the note 
prefacing Part II of the Questionnaire and appreciate that in giving effect to these 
principles a certain degree of bargaining and compromise is inevitable.. 1\Ioreover 
the Agreement is open to revision in December 1950. I do not, therefore, propose 
to go into the dct:lils of these concessions already ~ettled provisionally. 

Qzustion 101.-I think it is much too early to form a conclusion on this matter 
for, especialJy, in the extremely unsettled conditions of to-day, it is difficult to 
scparato the different causes that give a rise to fluctuations in trade. 

Qut8tion 102.-I have no remarks. 

Qut8lion 103.-I have no remarks. 

Quudion 10-l.-I feel that there should be a very careful preliminary examination 
about tht' middlt> of 19<'50 before the existing Tariff concessions are continued beyond 
tht> 1st .Tanuary HHH. 

General 

If I may say so without impropriety, I think that our fiscal policy should.b~ 
practicnl and realistic, not academic or ideolof!ieal. I strike this note of warmng 
partly in ,·iew of the prescnt political atmosphere with its emphasis on abstract 
ideas and partly in view of the somewhat academic colour of some of the questions 
put. 

The object of fiscal policy, a part from having to raise revenue, is twofold, 
(a) internally, to achieve better distributive justice-this is done mostly by direct 
taxation or consumer subsidies or State \Velfare Serviccs-and (b) externally, to 
reconcile the conflict between the immediate interests of the consumer, which free 
trade might and often does help, with his remote and ultimate interests, if not as 
consumcr, at !cast as a citizen which free trade, very often, does not. And it is with 
(b) that this Commission will presumably be concerned. 

I do not attach much value to statistical research into what has happened since 
19:!2; for, (a) enn under reasonably normal conditions, it is seldom easy to dis
entangle the l'ffccts of tariffs (it may be relatively more easy in the case of producer 
subsidies) from the eff,,cts of othcr economic forces, and (b) the greater part of the 
period since 1922 has been abnormal. The immediate future also must be taken to 
be abnormal, a1lll a special warning is, therefore, necessary against entangling our
seln's in conjL'('tural and, therefore, undependable, even if not deceptive, statistics. 
It is not, howe\·er, 'my intention that statistical studies should not be attempted 
at all. 

Arguably, at least a rouoh plan of the desired economy of the country should 
logically prccede any attempt at a fiscal policy but, from a practical aspect, this is 
not a serious objection, for the exploration by this Commission may itself help in the 
bettcr formulation of a plan of the country's future economy. 
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From a practical aspect, a sound protective policy which properly baianceH all 
interMts wjll have to CO~J.fine its p:ote::tion to C:LSed oi: (a) strategic induatries-may 
be even on a permo.nent basis; (b) nascent or possible industries with potential 
strength for reasona:bly long periods; and (c) anti-dumping emergency-obviously 
on a temporary basis. 

. I think, therefore, that the poliC:y laid down in 1922 was at least in ifs broad 
outline sound and does not need any radical change. The changes made in 1945 were 
in the right direction. 'Vere it not for the unfortunate use in 1922 ofthe ambivalent 
word 'discriminating' which lent itself to punning, and for the Ottawn. Pac~ and 
similar dubious acts which justified the play on that word, and the free use of this 
pun in political discussions, very often by persons "ho did not realise the pun, that 
policy would not ha,ve be~n associated in the public mind with anything ~;eriously 
w1:ong? In other words, If anything was wrong, it was the miEapplicaticn of the 
policy-not the policy itse1f. 

There is also a feeling today that there is no machinery at present to study the 
eff·.}cts of protection given to specific industries from time to time. Such machinery 
shouU be created, aud also machinery for inspection, technical advice and assif;tance 
by way of study of export markets and so forth. 

Today India definitely needs a protective policy. I am aware that a large 
section of opinion in this country would welcome foreign capital, but I do not share 
that opinion. Obviously, foreign capital will not come in, if it is subjected to onProus 
conditions. On the other hand, foreign interests, once planted inside a tariff wall, 
can easily circumvent the usual restrictions applied to foreign capital, which, I take 
it, will also be applied in India, viz. the limit of shares to be held by aliens, quickly 
training local technicians, liability to be acquired by the State on payment of 
compensation and so forth. These prob1ems cannot be sohed merely hy legal 
formulae. ·But there is one aspect which I think needs special examination. 
Foreign interests can establish themselves securely ins!t.~e the tariff wall awl i-~0\\ly 
swallow the smaller local concerns. This can happen in any industry, but I can 
-think at once of sewing machines, bicycles, machine tools, in fact most engi~;cering 
industries and also certain basic chemicals. If foreign capital is allo\\ed to c0me 
in, thiR risk must be provided against. 

I would make two concrete suggestions: (i) foreign capital should not b~ allowed 
on a scale bigger than would be sufficient t:l meet half the difference betwe~n the esti
mated consumption of India on a conservative basis and the exi-;ting local production 
-the other half being reserved for local capital-and (ii) foreign concerns manu
facturing in India must be under obligation to sell at fair prices to loc.1l Indian 
m<tnufact.nrers essential raw or processed materials or parts. 

I do not, at this stage, attach much importance to the danger oflocal ani foreign 
concerns jointly, through cartPls, exploiting the consumer; for the remedy would be 
more or less the same as in cases of monopolies created by excessive protection ; and 
monopolies in non-protected industries, which seek to oppress the comumer. would, 
probably, be fit industries for nationalisation. 

Question 1.-Yes. Quite apart from ideologiral chan:;es, particularly the :n
creasing desire for and faith in a planned welfare State, there have been two out
standing factors, namely, (1) the partition, into two politic~tl units, of what Nature 
clearly intended to be a sinale economic unit, and (2) the persistent and immense 
increase in population unarc~mpanied by a corresponding increase in the indig0nous 
food supply. Incidentally, international de\·elopments siure 1922 point, in my 
opinion, to the greater need of India to be self suffirient today not only m respect 
of food but in rcsp€c~ other things also, than in 1922. 

Question 2.-This question is prin1arily statistical, and I do not propo:;e to go 
into it. 

Question 3.-The partition of the country has already deprived India of a sub
stantial part of two important and essential raw materials, namely, jute and staple 
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·cotton ; and while, on a long view, these materials can be grown in India to a greater 
extent than at present, the dependence on Pakistan, in the shorter view, must ob
viously affect the industries concerned, especially during periods of strained relations. 
Similarly, the shortage of local food supply can weaken the bargaining power of our 
•exports, especially in critical times. 

Q1!estion 4.-Tndia must become self-sufficient in the matter of food. This can 
be done by utilising industrial and indigenous resources such as green manuring and 
proper use of nightsoil, city refuse and farm yield manure. The burning or washing 
away into rivers or seas of valuable manures should be stopped. Green manuring 
should be intPnsively resorted to. Greater importance should be given to wells, 
ponds, etc. Too much stress should not be laid on reclamation, etc. and a fetish should 
not be made of this. First preference should be given to crops which are raw 
materials for Indian industries and which bring foreign exchange. By increasing 
high yielding crops India's food requirements can be easily met. The -great problem, 
which is not really an agricultural problem but all the same is the cause of creating 
shortage of food, is the non-destruction of useless cattle, like monkeys, neelgayas, 
-d.estructive birds, etc., etc. 

Incidentally, our forests need a more ratiOnal policy, not only as a source of 
weaith in timber and other forest products, e.g., lac, myrabolan, mahua etc., but as 

.a help to agriculture, viz., village for~sts providing fuel, cheap timber,'leafmanure 
and pasture. 

. As regards mining, the most important mineral for industry is coal, which, it is 
hoped, will not only be extracted on a conservative, scientific, and long-sighted plan 
with due regard, among others, to metallurgical needs, but be transported on a 
rational basis without regard to provincial jealousies and with a v;ew to minimise 
the cost to the country's industry as a whole. 

Though not a very important mining industry, the exploitation of pyrites of 
different kinds should, in my view, be undertaken on an extensive scale and imme
diately ; for the entire Chemical Industry of the country is today dependent solely 
{)n imported sulphur. Our resources in Nickel, Lead, Tin, Copper, etc. should be also 
developed. 

Question 5.-1 think that, on the whole, the major industries in this country 
have progressed substantially since 1922, though not to the extent they might have, 
if, during the recent war, steps had been taken to develop industries as was done, 
for example, in Australia. Compared to European and American countries, India 
has no doubt lagged far behind in the last 30 years. Today, there is no doubt a 
general malaise in India, shown in: the decreasing productivity of labour. Recent 
instability in the Government's fiscal pol;cy has somewhat added to the difficulties 
of industries. I will now pass in review very briefly the major indu3tries: 

. Iron and Steel.-Not only have Tatas extended their capacity since 1922 but 
two other concerns, namely Indian Iron & Steel and Steel Corporation of Bengal have 
come into existence. There is need for very much more steel and iron in the country. 

Cotton Textiles.-This industry is much stronger today than in Hl22. The 
country is not only self-sufficient but can supply markets abroad. The fly in the 
ointment, however, is the inclusion in Pakistan of staple-cotton-growing are~s. 

Sugar.-This industry expanded at a much higher speed than had been expected. 
Over-production and price-cutting led to the formation of the Indian Sugar Syndi
cate; but before the Syndicate could function for long, the war came. The industry 
is again in a difficult position now largely because of the high price of cane, wb.ich is 
necessarily linked up with the high price of food-grains and also because of un
economic allocation of certain factories. For various reasons, the future of the in
dustry neJds close watching for some years more. 
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Cement.-The cement industry has been growing and can grow much further 
for there is so much of arrears of demand not only from civilian needs but from th~ 
Government programmes of dams, roads, etc., and the programme of inrlustrial 
expansion. 

Paper.-This industry has expanded substantially, but its further expansion 
is limited largely by the f'tupply of raw materials . 

. .Matche8.-Thi~ industry also has very consid~rably expanded in the last 30 years. 
Incidentally, there IS a moral to be learnt from this success to which I shall refer later 
viz., the need to protect the local minnow from the foreign whale. Side by sid~ 
with the large scale factories, a cottage industry also flouri'!hes. The other indus
tries are comparatively less important, and many of them, which were brouuht into 
existence during the recent war, will probably need to be backed and de~eloped 
e.g., machine tools, basic chemicals etc., both light and heavy. ' 

Question 6.-~o) I think there is a vt-ry heavy deficiency in respect of basic ahrl 
heavy industries generally, namely, ship-building, aircraft manufacture, railway loco
motives, basic chemicals, metallurgical industries-both ferrous and non-ferrous, 
particularly special kinds of steel, dye stuffs, distillation of coal, etc. 

There is one item, however, to which, in my opinion, sufficient attention has not 
been given, na~ely, the exploitation of pyrites. In my op~nion, it is very important, 
in view of the dependence of the Indian Chemical Industry on foreign sulphur, 
now-a-days chiefly from America. Similarly, I think we should develop our sources 

, of Nickel, Lead, Zinc, Tin, Phosphorus, etc., so that when foreign supplies are cut off 
we are not helpless. 

(b) The reasonable requirements of India in respect of the various important 
and essential industrial products may be seen from the reports made by the various 
Committees, nearly 30 of them were appointed about 3 yearf! ago by the Industry 
& Supply Department of the Government of India. It will be nece;;;sary, however, 
to make adjustments in the figures on account of the separation of Pakistan. It 
should also be remembered that usually consumption varies inversely with prices. 

(c) Comparative statistics in regard to operative and overhead costs are scanty, 
but it is well known that our labour cost per unit of production is higher than in 
most of other countries. I think that our cost on overheads also is high. 

(d) The passing of industries in recent years, on a large scale, into new hands, 
without experience of industrial management, may have impaired the quality of 

' management somewhat, but the urgent need in the country tor bringing down costs 
of production will, it is hoped, operate in the other direction. 

(e) There is no capital available today, because (1) 'white' money is non-existent, 
thanks to heavy taxation and high cost of living, and (2) 'black' money will not come 
out, except to buy consumption goods or bullion or precious stones. 

(f) We badly need more power and at much cheaper rates which the projclted 
Hydro-electric schemes will perhaps supply. I have already referred to our problems 
in respect of cotton, jute, and sulphur. 

(g) High grade technical ability of the academic kind is available, and can be 
quickly increased in response to greater needs ; but the ability based on judgment and 
practical experience can grow only side by side with indJ!strial expansion. 

(h) & (i) An urgent need in this country is the better education of skilled labour 
and the inculcation of a better sense of responsibility-particularly of the foreman 
or mistri class. 

Qutstions 7 &: 8.-0n the production side of the country's economy, next to the 
food problem of this country is that of finding work for the enormous surplus popu
lation in the countryside. Only a small fraction of this population can be absorbed 
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in large or medium industril'l', even if the country could solve the problems of urban 
housing, sanitation, etc. that would arise ; and, obviously, the best plan is to absorb
this surplus in cottage or small scale industries. For com-enience, I shall hereafter 
refer to small and cottage industries as interchangeable terms. 

'-
Some of the Provincial Gowrnmt-nts ha,-e made enquiries in comparatively 

recent years into the cottage industrit-s in their area~ 3-nd the result of these enquiries. 
may be seen. 

Cottage industries have gi,ren way before large scale industries chiefly because 
of (a) the cheapness of the products of the latter, (f•) cloa.nges in fashions, often the 
result of (a), and (c) the specious attractions of the towns, combined with the growing 
rt'!stlessnt-ss and the weakening of the general moral fibra. The competition has 
be<'n unequal, because (i) cottage industries lack cheap power-which must await 
extensive rural electrification; (ii) they ah~o lack cheap and efficient tools, including 
small machine tools-this again is not incurable ; (iii) for want of organisation they 
get their raw materials in uneven quality and at very high prices; (iv) they have no
organisation for finishing, packing, or checking qualities; (t·) they lack finance and 
marketing facilities-there is a wide field for. Co-operath-e Societies here; (t•i) the 
hereditary skill of workers has to be re-educatt'd and adapted to modern tools and 
use of electric power-this will not take long; 'and (rii) till recently, large industry 
which created expensive urban problems did not always pay for them in full-but 
this is a. thing of the past, and the future will more likely throw the balance on the 
other side. 

The competition would no't be unequal in so far as Jarge scale industry produces 
artistic goods at prices much cheaper than what cottage industries can produ~e even 
under the most favourable conditions. But more than anything else, unless condi
tions in villages are made less dreary and at the same time the general craving for 
shallow excitement in the towns becomes less infectious, the revival of cottage indus
tries will not be a simple matter. 'Ve must not deceive ourselves on this matter. 
If Japan succeeded in this, it l)~s because ofthe better standards oflife and character 
all round in that country, achieved over a long period. To take only one aspect., 
producer-co-operation, on whirh eottage industries must depend, has been highly 
dewlopNl there ; in India, on the other hand, except to a limited extent in respec 
of Credit Societies, the co-operative movement has been a complete failure. 

The establishment of a proper balance between cottage i::;.dustries and the bigger 
industries will not be an easy matter, and will require all the efforts of Government; 
and, in particular, it will need a large number of Government servants :with an entirely. 
new outlook. 

Basic and heavy industries must obviously be a large scale; and the real con. 
flict and overlapping is between medium industries and cottage industries. To the 
extent that it is administratively feasible, the State should discourage such overlap 
by rapidly creating conditions in favour of the cottage industries, t•iz. rural electri
fication, cheap and good tools and machine tools, co-operative financing etc. 

Que.~tion 9.-Cottage industries can be .of such a diversified nature that it is 
neither possible nor expedient to establish any necessary relation betwween them and 
agriculture. Some of them could be part-time industries for agriculture during the 
off-season, while others might be whole time, whether based on a local agricultural 
product or no~. The day-to-day local needs are so many and so varied, viz. pots 
and pans, mats, baskets, cloth slloes, simple furniture and so forth. Local facilities, 
whether of traditional skill or of particular raw materials, should be exploited to 
the utmost, and throu(Th well oroanised co-operative finance, supported by Govern
ment, both production ~nd sale should be financed, so that centres of skill or tradition 
can supply fairly wide areas. As adjuncts to large or medium industry, I ~an think 
of assembling bicycles, perambulators etc., hand-looms driven by electnc power, 
light engineering jobs, and m11king of domestic utencils. 
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Question 10.-Suitable items for export would be fancy things of a superior 
.artistic quality like brass-ware, ivory and wooden carvings, rugs and bed.spreads 
of superior kinds, embroidered goods etc. ; it is all a question of creatin~ rarticular 
.markets abroad with a trained taste and adequate purchasing power. 

Question 11.-No. 

Question 12.-See my answer to. questions 7 & ~· 

Question 13.-I cannot say. 

Questions U & 15.-I a:n n::>t sure whether much will be gained. by a post
mortem examination at this stage as to the various acts of the old Government . 
. As already stated in my general rcma:ks, th.e GGvernment of India's attitude after 
1934 was visibly different from its attitude before. Apart from the Ottawa Pact, 
which, probably, sacrificed to some extent the interests of India, I can think of 
nothing else. 

Question 16.-While every one recognises that the policy of a Government 
should be fairly cbar, it is, I think, wrong to take such recommendations of Com
missions and Committees as though they were statutes and try to construe their 
words strictly and do a lot of hair-splitting. I think the conditi0ns referred to by the 
Commission were, prima faci.e, all right. It is true that they did not refer to ca~es 
·of protection "in the national interest", but surh cases, I should have thought, were 
to be taken for granted, for the simple reason that in any country and at any time,· 
the ultimate national interest, taking all aspects into af'count, must he the over
riding consideration in any important matter. Again, I am not at all sure whether 
the additional conditions with reference to "natural and economic advantages" 
referred to in the terms of reference to the Tariff Board, 1945, are really more than 
a paraphrase of the first condition laid down by the Fiscal Commission of 192:?. 
What is needed is a broad outlook in disposing of cases as they arise-and not skill 
in draftsmanship and in producing verbal formulre of pretentious accuracy. 

Questions 17 to 19.-In view of my remarks on earlier questions, I have nothing 
'to say. 

Question 20.-I have no remark!'. 

Questions 21 & 22.-These questions, which are primarily statistical, are. evideut
ly for the appropriate industrial org:tnisation to answer. 

Questions 2.3 & 24.-I have only two remarks to offer in this connection: (1) 
·The Matches Industry, started under foreign auspices has tended to be monopolistic, 
.and this tendency is, I think, inherent in every industry which is in a very young 
stage within the country, When a powerful foreign firm in the same industry 
·comes into India and gets the shelter ofthe Tariff, it is true that even apart fnm 
the Tariff, bigger units within the country can absorb the smaller ones ; but this 
tendency is very much more pronounced in the case of big foreign concerns coming 
inside the Tariff wall. (2) protection given through Customs duties alone cannt t 
disperse industries in different parts of the country, which may otherwiee be desir
able. A subsidy, on the other hand, can be effectively varied from place to place with 
a view to secure such dispersion. It is, of course, an entirely different matter whether 
in a particular case, having regard to all the relevan-t factors, protection should take 
the form of a subsidy or of Customs duties. 

Question 25.-I have no remakrs. 

Question 26.-To the extent that the major industries ofthe t'ountry have bene• 
fitted during the last 2 or 3 decades from the policy of protection, they have, I think, 
on the whole, improved the quality of their technical personnel and also of that of 
labour. There is little doubt that on the whole the average technical quality, both 
of 1upervisory staff and of labour, today is much higher than 20 or 30 years ago. 



507 

Que8tion 27.-Both in the Cotton Textiles and Sugar Industries, I know that 
progressive firms have initiated re"earch. 

Question 28.-There is little doubt that the high revenue-duties from 1930 on
wards must, to some extent, have given a fillip to the development oflocal industries; 
but there is no readily available means of correlating these revenue-tariffs with the 
development of industries, stasistically or otherwise. Nor can I giv-e any examples. 

Question 29.-In the absence of sufficiently reliable figures of the magnitude of 
domestic trade, it is not possible to discuss this matter statistically. During the 
early thirties and in fact almost till the war, the balance of trade of the country was 
unfavourable, and we were balancing the trade by the continuous export of gold 
which had been accumulated over many decades. 

Que8tion 30.-0ne of the standing complaints of industry in this country was 
that the Railway Rate policy favoured the importer rather than the industrialist; 
but this charge was not accepted by the Railway authorities. Anyway, I am not 
sure if anything \\ill be gained by going into the merits of the dispute now. 

Question 31.-I think the conditions of international trade in the world are 
still too unstable to justify basing our policy on any inferences to be drawn from 
the vicissitudes of trade in the last decade. 

Questions 32 and 33.-I have no comments except that the frequent changes in 
policy (which may have been inevitable on other grounds) have upset the calculation 
of the industries affected by changes in Import & Export policy. 

Question 31.-(a) Tb.e present difficulty in the country in the way of industrial 
development is not so much unfair competition from abroad, as the acute shortage 
of capital, the very high cost structure of production and the low productivity {)f 
labour and in two major industries, namely, jute and cotton, the problem of raw 
materials. Until these problems are satisfactorily solved, the question ofTariffs 
may well remain in the background. The present excessive rate of direct taxation 
should also be substantially brought down, if there is to be any incentive for 
industrial expansion. 

(b) It will be necessary for Government to solve the problems referred to above. 
In addition, activ-e steps should, I think, be taken for the training in a short time 
of a sufficiently large number of a SUJ'{'rior class of foreign and to improve the pro
ductivity of labour, which has actually fallen. It is largely a matter of establishing 
good relations between labour and the management, the maintenance of discipline 
and of good standards of work. 

Question 33.-1 hav-e no remarks except that, on a long view, it will not be the 
ad.vantay" r-( India to maintain high prices locally and sell our goods abroad at low 
pnces. 

QuestioTt 36.-1 think that the Government might for the time being follow 
the present policy which regulates the Tariff Board. 

Question 37.-0n the whole I agree with the minority with certain reservations· 

Question 38.-1 have already answered this. 

Question 39.-Yes. In the case of these industries in which the local minnow 
may be swallowed up by the foreign whale, some protection is necessary to save 
the minnow. This may hav~ to be non-fiscal. 

Question -10.-1 am strongly of opinion that protection should.~ prom~~d to 
industries yet to be established, if they othernise satisfy the reqms1te conditwns. 

Question 41.--::.Iy answer to this question is indicated in part (c) oft.he question. 
I should, if possible, prefer a bounty or a subsidy; but, unfortunately, exce~t where 
the product is confined to a few standardised types capable of easy testmg and 
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nu:asuring, a bounty is _administratively not workable. Again, a system of 'pool' 
pnces can work only 1f a few manufacturers and importers are involved The 
qua~titative res~rict.ion of import based on a guaranteed market for domestic pro
ductwn can be JUstified only temporarily, while domestic production is settinO' its 
house in order. o 

Question 42.-State trading lnight be the best solution. Otherwise. the policy 
and procedure may continue as at present, namely; the levy of countervailing 
customs duties for so long as may be necessary. 

/ Question 4-1.-Export duties are difficult instruments to handle and should 
not be resorted to except when, as in the case of jute when India was undivided, thl) 
country has a practical monopoly or even a temporary monopoly. Except as a. 
measure of emergency in the national interest, for example, in order to further food 
production or in connection with the regulation of Foreign Exchanges, I would not 
'?'dvoca~e _Export Control. It is unfair otherwise to try to benefit the domestic 
1ndustrmlist at the cost of the exporter. It would be more straicrhtforward to give 
a .subsidy to the domestic industrialist. · o 

Question 44.-I would automatically exempt all industrial products (except 
of a monopolistic nature) from all kinds of duties whether under the Customs Tariff 
or otherwise, except of course that the profits of exports would ordinarily be liable 
to Income-tax. 

Question 45.-No. 

Question 46.-No, except (1) in the case of countervailing duties against dump
ing and (2) when the Tariff Board or other body watching the situation suggests an 
immediate change in the duties. 

Question 47.-The primary consideration must be administrative. In the case 
of a commodity which is bulky and does not vary very much in value, a specific 
duty is always better, but. in the case of a high-value commodity which moreover 
fluctuates in value, the Ad valorem duty is better. But the latter is more easy to 
abuse. Sometimes, practical convenience may suggest a composite Tariff. 

· Question 48.-They are very useful in emergencies. 

Question 49.-I think protective measures should be for specified periods, for 
about 10 years as a rule, after considering the recommendations of the Tariff Board 
on the condition that efficiency is increased, cost of production lowered and quality 
improved. 

Question 50.-I have no remarks. 

Question 51.-0ur long term fiscal policy should, I think aim at a reasonable 
self-sufficiency in regard to most of the ordinary consumer goods, and as much 
self-sufficiency as possible in respect of basic and heavy industries. As regards food, 
we must not only be self-sufficient but a little in surplus. It is all, ultimate~_:r a 
·question of the rate of discountincr the future. To what extent should we sacnhce 
the present advantages for the s~ke of better advantages lated The problem is 
very much like that of savings. India, however, is so vast and its po:ential so. great 
and varied that it is possible to reach a high degree of self-suffiCiency, wtthout 
paying too high a price for it. 

Question 52.-Whether Government or quasi-Government institutions should 
participate in foreign trade is, in my view, a matter to be. determined not on abstra~t 
grounds but on practical considerations from tiD:e to trme. All that I can say 1s 
that in the immediate future it will not be adVIsable for Government to take up 
such trade on a large scale for the simple reason _that it ~s not even parti.ally equip
ped for it. An exception would be the trade "\l'1th Pakistan for some trme. 

Question 53.-Does not arise. 
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Question 54.-As regards the short period, I have already answered this against 
question 34. As regards the long period, I think the Government should actively 
encourage industrial research and higher scientific education in the country generally, 
and more particularly education in Engineering and Chemistry. It should also 
develop the sources of essential raw materials. 

Question 55.-No, except that, {l) I think the Provincial Governments should· 
be told not to tax either coal or electricity consumed in industry-At the moment. 
there is almost a stampede among local Governments and local Authorities to tax. 
these things because they are all in serious budgetary difficulties-, (2) raw materials 
should not be taxed at any stage, (3) the Railway Rates Policy should be re-examined, 
and ( 4) there should -be machinery for standardising and testing exports. 

Questions 56 and 57.-No remarks. 

Question 58 et. seq.-1 think that the idea of Imperial preference as such must 
go. I do not, therefore, propose to answer the detailed questions. 

Question G6 et. seq.-1 consider that prot~ction must in all cas_es be temporary, 
i.e. till the need for protection ceases. Vested interests, in heavy capital unwisely 
sunk, must not be allowed to grow. If, within a reasonable time (say) 15 or 20 years 
at the most, an industry is unable to dispense with protection, obviously there is 
something prima facie wrong in the industry, and prim,a-Jacie it should not be pro
tected unless, in the national interest, i.e. industries basic for the armament industries 
and so forth or industries guaranteeing some rare materials during war, it is con
sidered expedient to maintain the industry at any cost, and, at the same time, it is 
not considered expedient to nationalise it. Since ordinarily the object of protection 
is to enable the local industry to set itself up in sufficient strength to resist compe-

. tition from abroad, I think that, while Government should give such industry enry 
help and facility in the shape of technical advice, transport, supply essential raw 
materials and stores etc., it should not impose meticulous conditions about price 
policy, wages etc. Interferenfe in such matters, however well-meant, does more 
harm than good in most cases; and straight-forward nationalisation might well be 
the lesser evil. Anyway, unless the Industry itself adopted a proper policy in respect 
of prices, wages, technological improvements etc., it would not be able to stand up 
t~ competition. If, on the other hand, the industry is short-sight~d and does not, 
of its own accord, discharge these implied obligations, it '"ill forfeit its claim for 
further protection, which might other\\ise be given to it. The real thing to safeguard 
against is in respect of those cases where, m\ing to subsequent developments, the 
protection already given becomes excessive, and, obviously, the only remedy in 
such cases is to ask the Tariff Board to make further investigations and to \\ithdraw 
or curtail the protection already given. There should, however, be a systematio 
and close inspection by competent Government officers on behalf of the Tariff Board 
to ensure that protected industries do in fact increase their efficiency, bring down 
costs and improve quality. 

Questi<Jn 69.-1 think that the question of protection should not be mixed up 
with the question of standardisation and control of qualities. Force of competition 
coupled with increasing intelligence amongst consumers will, more or less, auto
matically lead to standardisation and better control of products. Obviously, 
organisations for control and standardisation should be predominantly professional 
and technical. 

Questions 70 and 71.-Already answered. 

Question 72 et. seq.-1 think, under present conditions, for many more years to 
come, it will be an advantage for Government to have a Planning Commission or 
some other body of that type to co-ordinate the various plans of development of the 
country, but the existence of such a Commission will not dispense with the need for 
a Tariff Board. Similarly, if it becomes necessary to exercise closer control over 
industries generally-not merely protected industries-another body for that 
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purpose may also be set up. Any way, we must not lose disproportionate time and 
en~rgy in the settlement of problems of mere organisation, but should get things 
gomg. 

Question 77 et. seq.-I agree With the views of the Commission of 1921-22. 

Question 80.-I do not suggest any change. 

Question 81.-There is a feeling, rightly or wrongly, that the Tariff Board is 
not of sufficient permanency and does not have enough staff and equipment for the 
discharge of its duties; but I may be wrong in this respect. The Tariff Boards now
a-days seem to get through their enquiries more quickly than their predecessors 
did, but even so, it is, I think, desirable to expedite the enquiries further. 

Questions 82 and 83.-I should imagine that the object of the present procedure 
is to discourage frivolous applications. But I do not see why there should be any 
objection to the Tariff Board making recommendations suo motu in a particular 
industry, even without an application from that indufltry though such a ca.se may 
not often occur in practice. 

Questions 8.J and 85.-The whole thing really boils clown to w-hat should be th'} 
machinery for sl:ifting frivolous applications, and on the whole I should prefer the 
applications to go directly to the Tariff Board who could reject fr7volous applications 
without elaborate examination. 

Question 86.-Nil. 
Que.stion 87.-With a properly constitutPcl Tariff Board, I cannot imagine why 

the Government should differ from the Board's conclusions; but, obviously, the 
Government must have, at least in theory, the power not to accept the Board's 
recommendations. 

Question 88.-0n the ground of flexibility, I should nrefer a non-statutory basis. 

SHRI G. D. BmLA, BIRLA HOUSE, NEW DELm. 

I would not attempt to give answers to the questionnaire is'3ued by the Com
mission. I would rather put my views in a very general manner and propose to 
answer such specific questions as may be put to me when I appear before the 
Commission in person. · 

Every proposal that we may formulate for the betterment of our economy 
should be judged only by one criterion-that is, how far will it contribute towards 
the increased national wealth and thus raise the standard of living of the masses? 
Anything that impedes the achievement of this objective must be cleared out of 
our way and anything that promotes the journey to the above end should b~ adopted 
as the 'ism' of the country. 

Looked at from this ancrle, there could be no two opinions that the first thing 
that a poor country like India, which proposes to build up an edifice of prosperity 
in the shortest possible period needs is hard and still harder work. The implication 
of this translated into concrete form is that:-

(1) Even if a 54-hour week could no longer be re-adopted, a 48-hour wee~ mu::t 
l ,. tl,e minimum work deman!led from every citizen, of course, in his own line, be 
h0 a worker, a clerk or a teacher. Any atte~pt to reduce the working hours by the 
back door, as is often being attempted, must be firmly resisted. 

(2) Unnecessary holidays must be cut down and at least 310 days in a y_ear 
should be prescribed as the minimum working days. At present we are workmg 
300 or less days. It is the nation that pays for holidays. In other words, a larger 

0 umber of holidays would only .contribute towards greater poverty. 
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(3) Industries should be encouraged to open the;r own Canteens for providing 
balanced and good diet at reasonable cost and also medical help conducive to stamina 
and good health for hard work. . 

(4) Bonus and. other rewards should be linked up. with production and 
.attendance. · 

(5) Rationalisation and other measures to increase production per man-hour 
should be encouraged. 

(6) All forms of idleness except for recreation should be discouraged. "And 
on the seventh day God. finished His work which He had made; and He rested on 
the Seventh day from all His work which He had made". Had He worked one day 
and rested six days, He would have been starved to death! 

But with what are the people to work hard1 To work hard, we need a job. 
And for a job we need land and factories with all their equipment. ·we need better 
transport, more roads, rail. and ships. And for all this, we need new capita.l. 
Capital comes out of profit which is saved. It cannot come out of loss and extra
vagance. Hard work savings and investment, these are the first steps. Social 
services, houses, more leisure and other things have to come after we have produced 
new wealth. · 

If we are to industrialise quickly,-we need capital, Indian and also foreign· 
I am nut in favour of borrowing in foreign countries on the Governmental level. 
Private investors would not be interested in any Governmental enterprise. 
Government has planned a few things. Two steel plants to cost about 200 crores, 
a machine tool plant to cost about 20 crores, an electrical goods factory to cost about 
30 crores, and a few other things. Not one pie has been invested by private investors, 
Indian or foreign. I don't think any foreign capital is likely to be attracted to this 
country unless a few things are done. The greatest handicap is too much regi-
mentation and too high taxation. · 

The thousand and one "don't~' directed by Government have killed all initia
th·es. Looking at the following tables of Sugar production we find that since U.P. 
and Bihar imposed their stranglehold on sugar, its production has be:m dwindling 
in these provinces. \Vhereas, in other parts of India it has been progressing, though 
not much, again due to some sort of control by the Centre. In U.P. and Bihar, the 
.Sugar Industry is told when to produce and how to produce, at what price it should 
buy and at what price it should sell, from where to buy and to whom to sell, how 
much it should pay to the workers and how many of them1t should employ. Even 
molasses are controlled. Why should any industry need talent and drive if directives 
me issued by the Secretariat which must be obeyed, whether good or bad. Such 
a system may be good enough for driving cattle, but it is not what is needed for 
men. What is required is to let loose in an orderly fashion all the intelligence and 
creative talents of men which we have so long frozen. 

TABLE I 

Comparative Gr01cth of Sugar Factories in the Various Provinces since 1931-12 

Name of Provinces 
(No. of cane factories working) 

1931-32 1938-39 
U.P. H 69 
Bihar 12 32 
'Madras 2 7 
East Pnnjab ] 3 
Bombay . 2 7 
\Vest Bengal & Ass:1m 8 
Orissa 2 
Indian States 11 -- ----

Total for India. 31 139 

1942-43 

71 
31 
10 

4 
9 
8 
2 

15 
----

!50 

I!H6.47 

li5 
~9 
II 
10 

9 
2 
1 

17 

135 
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TABLE II 

(Figures in la~s of tons) 
8eaaon U. P. Bihar Rest of India 
1931-32 66,312 75,091 17,178 
1939-40 6,59,500 3,22,100 2,60,10(} 
1940-41 5,13,300 2,64,100 3,36,00(} 
1941-42 3,82,900 1,17,30() :t,77,90(} 
1942-43 6,12,500 2,37,400 2,20,800' 
1943-44 7,27,100 2,1~,400 2,76,900 
1944-45 5,28,900 1,69,900 2,54, 700 
1945-46 5,25,600 I, 78,600 2,40,600 
1946-4 7 5,25,800 ] ,48,20:) 2,46,60(} 
1947-48 5,71,000 1,79,400 3,06,300 

Now let us study the story of cloth. During the few months of decontrol 
production went up to 401 million yards per month. Now we are producing less 
than 300 million yards per month. 

· According to the "Eastern Economist" Index of Industrial Production, the 
_general index that was 126·8 in 1943-44 is now as low as 105·1. 

India (without Pakistan) produced about 50 lacs bales of cotton. After we 
started meddling and fixing an uneconomic price for cotton, the crop has come down 
to 24 lacs bales. The diversion of land from cotton to food has not given any 
increased production as could be found from the Government firures. Accordin"' 
to the "Eastern Economist" Agricultural Index, the figure that .:as 106 in 1943-41 
was only 92 (provisionally) in 1948-49. Our capacity for cement production is 
nearly 3 million tons, but we have not been producing it. Even the normal ex
pansion of industry which used to take place before the war is at a standstill. If 
there were savings, which there are not people would not invest in. new ventures 
with all sort of uncertainties and interferences. 

This does not mean that I am not in favour of a planned policy. I definitely 
am, but not in favour of pedantic paper plans. I believe in planned policy. Those 
who think that America or England had no plans when they built up their industries 
are making serious mistakes. They had their plans such as allowed a free play to 
all the creative energies of the people and on a very "ide scale. And the result bas 
been what we see today in these countries. Russia, on the other hand, with all its 
regimentation, if Collin Clark is to be believed, has not made any equally appreciable 
progress in her per capita national wealth. Our planning should be of the type 
of a Municipal Corporation which, subject to certain rules, pass the plans of buildings 
and give full freedom to the builder after that, ·without stipulating that the contrac
tor should buy bricks from A, mortar from B and cement from C, and then try to 
enforce its decision through an Enforcement Branch keeping the builder and the 
contractor under a constant dread of the police. This is not planning for construe.: 
tion but for destruction. This is what is happening just now in India. Production, 
investment, savings, initiative are going down; poverty, misery and unemployment 
are going up. This sort of destructive regimentation must go. The Plannin'.} 

- Commission should plan to promote initiatire and creatire tendencies of the people. 
subject of course to certain elementary patterns. 

We cannot get capital in this country with such high taxat.ion. The greatest 
investors are the middle and the upper middle class people. They are groaning 
under the burden of high taxation, direct and indirect, and can save little for invest
ment with the present high cost of living. With the Punjab ruined, Zamindars and 
Princes finished, the high taxation has left no investor. Taxes ultimately raise the 
cost of production and contribute towards inflation. Taxes, therefore, in the interest 
of bringing down the price as well as for promoting savings, investment and increased 
production, must be brought down. 

There was talk of nationalisation which happily now is receding in the back_ 
ground. At present we can socialise only the poverty and the misery. This can 
not raise our standard of life. '''bat we need at present is to socialise prosperity" 
In other words, we must create prosperity and then get everybody infected with it-

1 shall be glad to answer the questions that may be put to me. 
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Sir Chunilal B. Mehta, Bombay 

PART I 

Question 1.-My reply is yes. 

Question 2.-The principal changes in our agricultural situation, more specially 
due to the partition of the country, are as follows:-

(a) Substantial areas growing cotton and jute ha>e gone to Pakistan and 
the result is that the crops of both cotton and jute, so far as Indian 
Dominion is concerned, have become smaller. 

(b) Consumption of Indian Dominion specially of cotton as well as oilseeds 
has increased. 

(c) As regards international trade, we have almost lost our export markets 
specially for cotton. 

Question 3.-The reduction in cotton crop. will materially affect our textile 
industry. At present India has to rely on Pakistan and other foreign cottons and 
unless and until crop of medium and long staple cpttons is increased in India, the 
textile industry will be under a great handicap. 

Although India has removed import duty on cotton from Pakistan, Pakistan 
continues to keep up the export duty on raw cotton from Pakistan. The amount 
()f duty is a very heavy one and it makes the cotton of Pakistan comparatively 
dearer to India. -

In this connection it may be pointed out that import duty on cotton imported 
from other foreign countries than Pakistan is continued. 

In view of the heavy export duty on cotton from Pakistan and in view of India 
not likely to be able to grow suffici~nt quantity of medium and long staple cotton for 
at least ten years to come, it is necessary for progress of the textile industry of India 
that import duty on cotton from foreign countries other than Pakistan should be 
abolished. -

Question 4.-The basic requirement in our agriculture is to increase the yield 
per acre by the use of fertilizers and increased supplies of water either through canals 
or through boring wells. 

In the above paragraph I have specially referred to cotton crop. There is no 
question of intensified industrialisation of textile industry, but there is the question 
of sufficient supplies of raw cotton to the existing textile industry. 

Questions 5 and 6.-These are the questions which will be better replied to by 
the different industrialists interested. 

. Question 7.-(a) The preAent position of small scale and cottage industry in the 
economy of the country is comparatively insignificant and requires to be properly 
encouraged. 

(b) (i) The relation of small scale and cottage industry should be subsidiary to 
agriculture. 

(ii) Small scale and cottage industries should be supplementary to large scale 
industries. But there can also be small scale and cottage industries independent 
of large scale industries. This can prosper only if the small scale ?'nd c~ttage 
industries are properly protected from competition by large scale mdustnes as 
well as imported materials. 

Question 8.-Under the present circumstances and even in t~e long run sma_H 
scale and cottage industries have a significant role to play m the economic 
development of the country. 
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Question 9.-(a) Dairy industry can be subsidiary to agriculture. 

(b) There are generally a number of parts and minor equipments within the 
la~ge scale industries which can conveniently be done by hand work, and such 
things can be supplementary to large scale industries. 

(c) There are many works of Arts v.bich can be independent units of production. 

Question 10.-Fine Art industries can be considered specially suitable for ex-
port purposes. , 

Question 11.-1 do not think that protection oflarge scale industries has affect
ed small scale and cottage industries. 

. Question 12.-The main handicaps from which small scale and cottage industries. 
suffer at present are competition from large scale industries as well as imported 
materials and generally lack of appreciation for the products of the country. 

As regards the steps for the removal of these handicaps, the suggestions are 
that special facilities should be given to the products of small scale and cottarre 
industries along with preference for the purchase of those products by Governme~t
departments, bearing in mind at the same time that in the beginning the quality 
may not be according to the present day taste of the users and the prices may be 
comparatively little dearer, but by patronizing such products time would soon come 
when good quality products would be available at reasonable prices. 

Question 13.-The steps necessary to safeguard the interests of the small sea]~ 
and cottage industries when trade agreements with foreign countries are negotiated 
_are that special tariff preferences should be secured for the products of such small 
scale and cottage industries. 

Questions 14 to 20.-These are the questions which will bP better replied to by 
the different industrialistt> of the country, but personally, I feel that policy of 
discriminating pro ection in itself is basically wrong and not in the intt>rcsts of 
the industries of the country. 

Questions 21 to 27.-These questions would be better answered by the different 
industrialists themselves. 

Question 28.-The revenue tariffs imposed in the past have had a fairly good 
effect on the growth and development of different small industries anJ also reduced 
in some cases the imports of similar goods. 

Questions 29 to 33.-The same remarks as made under questions :r\os. 21 to 27 . 
appJy here also. · 

Question 34.-Relatively much more importance should be att lL·heJ to the 
fiscal measures under present-day conditions for the promotion of c'ur tra1le and 
industry. 

Question 35.-In the present state of Indian industries, India shL'ul.llook to the 
reduction of foreign imports as much as possible and for that purpose an appro
pr-iate tariff policy can assist to a considerable extent in. the development of ?ur 
industries which would ultimately reduce the volume of Imports. I do not t~rn~ 
that a tariff policy can be much successful in increasing the export trade and 1t 1s 
not necessary also. 

Question 36.-For the short term period the objectives of our tariff pol~cy sho'!ld 
be to see that consumer goods are not imported to an extent and at a pnce which 
would affect adversely our existing internal industries of consumer good,-. 

Question 37 .-I do agree with the minority report of the Indian Fiscal Commis
sion 1921-22 that there should be an unqualified pronouncement that the fiscal 
policy best suited for India is protection. 
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· Question 38.-The principles and conditions for regulating the grant o1 pro
tection or assistance should not be too trying and should not expect very quick and 
fine results from the industry. 

Questions 39 and 40.-1 agree with the view that the grant of protection should 
be given consideration if necessary even before an industry is established or when 
proposals for its establishment are under consideration. 

Question 41.-(e) I would like the appropriate method to be determined in each 
case on its merits. 

"Whenever the internal cost of production is high and the foreign prices are low, 
then the system of protective duty is preferable whether t:tte volume of internal pro
duction is sufficient for the internal requirements or not. 

On th~:! other hand, whenever the internal cost of production is low and the foreign 
prices are high but the volume of internal production is not sufficient for interna] 
l'equirements, then the system of pool prices should be adopted _for distribution. 

Question 42.-The Government's poJicy and procedure where the situation calls 
for only safeguarding or anti-dumping measures as· distinct from substantive protec
tion whether for small scale or large scale industries· ~hould be to raise the tariff walls 
to the extent that all dumping may cease, or whenever internal production is sufficient 
for internal requirements, then the imports should be prohibited. 

Question 43.-(a) The place of export duties in the tariff system in the future 
should be rather comparatively small and attached only to those commodities and 
goods which may be the monopoly of the country or for which there would not be 
any competition from any o~her country in the third market. However, export 
duties may be levied on those commodities and goods which may be necessary for 
internal req~irements. 

(b) There should be·export control for the purpose of safeguarding the domestic 
consumer against critical shortage\!' as well as for conserving domestic supplies of 
raw materials necessary for utilization by the domestic industries. 

Question 44:,....:.._Fiscal measures can help an established industry to maintain its 
()Xports only temporarily. It is for the industry itself to be able to stand competition 
in the export markets. However, the industry should not be at any disadvantage to 
secure its raw materials etc. as compared with its competitor. -For instance, at pre
sent there is import duty on foreign cotton. The millowner or the exporter who 
exports piece goods made out of that foreign cotton should get refund of the propor
tionate duty paid by him for imported ·cotton which at present is not refunded. 

Question 45.-No. 

Question 46.-Variations in import duties to meet variations in import cost$ 
should not be too frequent. 

Question 47.-The considerations governing the choice between the various a 
ternative forms of duties such as specific, ad valorem, compound, etc. may depend 
upon individual cases of protection. 

Questions 48 ancl 49.-1 would like a minimum duration to be laid down for 
protective measures subject to extension if necessary. 

Question 50.-I could not make out whether the question refers in its aspect to
wards affecting the industry or in its aspect towards general imports which may not 
have much bearing on the country's industries. If the question relates to the former 
then the existing system of revenue tariff classification requires modification to a con
siderable extent. In that case much importance should not be given to los.s of revenue 
to the public exchequer, neither should importance be given. whether a litt!e burd~n 
on the consumer is reduced or -not. Importance should be g1ven from the mdustnes 
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point of view. However, in the latter case, first importance should be given to th(} 
fairness to the importer which would automatically reduce the burden on the con
sumer and which may not result in any appreciable loss of revenue to the public 
exC;hequcr. 

Question 51.-The objectives of our long term fiscal policy should be that the 
internal industries should be allowed to progress so that they may be able to supply 
the internal requirements. 

As regards foreign trade, imports of industrial raw materials specially of raw 
cotton and capital goods will have to be continued for some years to come. 

On the other hand, it can be conveniently said that India will not have mt:Jh 
to export in the near future, except those commodities and goods which she is now 
exporting owing to the expected development in the internal demands. 

Question 52.-I do not think that it will be necessary for Government to facili
tate the objectives of our fiscal policy to participate in foreim trade either. in the 

-short period or in the 1ong run. 
0 

Question 53.-Does not arise. 

Questions 54 to 57.-

Question 58.-Now that India has attained independence, the question of imperial 
preference should not and could not remain. But under the present world circum
stances there appears to be a necessity for bilateral agreements which are against. 
the main principles underlying the Havana Charter. 

Question 59.-If there is no imperial preference, the question does not arise· 
Even if the scheme of imperial preference is continued, it should, in future, be on tLe 
basis of bilateral agreements and not on imperial preference. 

Questions 60 to 64.-

Question ~5.-My reply is the same as for question 59. 

Question 66.-(a) I consider that industries receiving protection or assistance 
from Government O\ve a special obligation to the rest of India. 

(b) 

Question 67 .-(a) It is necessary to stipulate that no protected or assisted indus
try should engage in any restrictive practice in respect of production, distribution and 
prices. However, there are occasions when certain restrictive practices have to be 
adopted and as such Government should have power to allow such practices if they 
are convinced of the necessity of the same. 

. (b) A right of association or combination of different units in a protacted or assis
ted industry should be given on principle that restrictive practices in respect of pro
duction, distribution and prices may not be adopted except with the permission of the 
Government. 

Question 68.-In case an industry applies for protection before being estab~i~hed 
and in case an ~stablished industry requires and receives protection, conditwns 
should be laid down that ;'ufficient finances and technical skill are available. 

Question 69.-

Que8tion 70.-I think that obligation should not be embodied i'l the relev~nt 
statutes dealing with protected or assisted industries but should be left to be prescnb
ed by the tariff making machinery on an ad hoc basis in each individual case of an 
industry seeking protection or assistance. 
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Question 71.-(a) I do not consider that any special administrative machinery 
is necessary to ensure that the obligations or protected and assisted industries are
duly discharged. 

(b) I would not prefer that this function should be entruste_d to a special wing 
of the tariff making machinery or any other existing organization. 

(c) I think it would be sufficient if Government is represented on the management 
of protected or assisted industries in order to ensur~ that these obligations are carried 
out in the spirit in which they are· conceived. 

Questions 72 to 76.-

, Question 77.-Yes, I agree that a specialised organisation for tariff purposes is 
essential to the implementation of a scientific policy. 

Question 78.-1 agree that the Tariff Board or the Tariff Commission should be a 
permanent body of high standing consisting of members who are of high ability, 

· integrity and impartiality with a knowledge of economics and practical acquaintance 
of business affairs. · 

Questions 79 to 88.-

PART II 

Sir Chunilal B. Mehta, Bombay 

Question 89.-1 do approve in general of the basic purpose and objectives undel'• 
lying the Havana Charter on trade and employment. 

Question 90.-1 do not consider that the provisions and safeguards laid down in 
the Charter for the economic development and reconstruction of backward and under-. 
developed countries are adequate for the requirements of India. . ... ..• 

Question 91.-The provisiolli! and safeguards of the Havana Charter fall far short. 
of India's minimum requirements. For instance, at every stage importance is given 
to international trade while India under the present · circumstanc0s is in need of 
increasing internal trade as against the international trade. 

Under article 15 of the Havana Charter, any member or say India contemplating 
the conclusion of an agn•ement of a preferential type or of a bilateral character, the. 
member or India shall have to apply to the Organization and the menibet can get. 
such permission only by a. two-thirds majority of the members present for vot~g and 
that also subject to ~nch conditions as the Organization may impose. Generally, 
it is a known fact that the International Organizations are working rather in a group. 
system, and if the interC'sts of different member countries are effected adversely
which would naturally l>o the case-permission may not be granted or even if granted 
it may be with such ,;( ipulations that the desired results may not be achieved. 

It may be mentioned here that article 20 which is in connection with the general 
elimination of quantitative restrictions is in itself sufficient for India to hesitate to 
accept the Charter. 

Que~tion 92.-While the terms and conditions proposed in the Charter for the con
tinued employment of the existing foreign capital and new foreign investment are 
not much against the requirements oflndia, yet it may be pointed out that in a number 
of countries such as United States and South Mrica there is a tax levied on the earn
ings by way of dividends or interests of aliens. For instance, an In~an, :who ea:rns 
some dividend or interest either in the United States or in South Africa IS requrred 
to pay a tax, because he is not the citizen of the country. On the <?ther hand, _under 
the Havana Charter, India has no right to levy any tax on the foreigners ~ho mvest. 
capital in India and earn interest or dividend, because the earners are ahens. 
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Question 93.-1 am not in agreement with the broad lines of the con! 
.as set out in the chapter 4 of the Havana Charter. 

Question 94.-My objections are to aritcles 20 and 21 of the Ch~ 
jections relate to both short term and long term periods. 

Question 95.-:-Although there may not be any injurious effect on1' 
ind?stry on account. of ?ur ~ccepta?ce of the obligations of the Chart 
penod, yet to my mmd It will defimtely check the progress of the indu 
India in the long run. . 

Question 96.-0n a careful balancing of pros and cons I do no I. 
India's adherence to the Havana Charter. · 

Question 97.-The basis of the broad lines oflndia's commercial p~ 
· industrialisation of the country without any restrictions, though Ind ' 
.operate with other countries of the world, safeguarding her own intere 

Question 98.-This question does not arise. 

Question 99.-1 do not agree with the main principles underlyin~ 
agreement on tariff and trade as laid down in Part I and Part II of th 

·-cannot detail my objections under specific heads, as I have not got wit 
of the Agreement. -

. Question 100.-Whatever concessions are supposed to have been re~ 
.are no concessions at all, because almost all the articles for which c 
said to have been received are common articles and required by the diff 
-of the world whether we have given any concessions in return or not 

Question 101.-0n a careful examination of these reciprocal concest 
· .consider that the provisions of the General Agreement on Tariffs and Tr4 

·On balancE", in the interests oflndia. The concessions received by India~
no concessions. 

Question 104.-As a matter of fact, other things are not equal a~ 
tariff concessions granted to and received by India from other countrie4, 
be reconsidered in the light of latest developments. 




