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Factors in economic development 
besides tariffs have received part i 
cular attention from the Commis
sion which, in its judgment, would 
often seem to transcend the efficacy 
of protective tariffs for develop
mental purposes. While it recognises 
the tariff as a necessary and in some 
cases an important tool of indus
trialisation, the Commission takes 
the view that the force of competi
t ion and the efficiency of produc
tion in the highly industrialised 
countries of the wor ld and the 
cheapness of modern means of 
transport have reduced the primacy 
of tariffs as an instrument of indus
trial development, and necessitates 
the formulation and execution of a 
much broader and more construc
tive programme by the State than 
is implied by the negative action of 
rendering foreign goods difficult to 
purchase through the imposition of 
high tariffs. 

Among these other factors arc 
the development of capital re
sources, the problems of industrial 
management, labour efficiency in 
relation to economic development 
and the more important of the ter
tiary services, which provide the 
foundations of economic develop
ment, e.g. transport, communica

t ion, shipping, banking facilities, 
etc. The positive recommendations 
under these heads include the sug
gestion of the creation of an Indian 
Economic Service and the adminis
tration of business undertakings in 
the public sector. 

A l l members of the Commission 
except M r . B. M. Birla have recom
mended the ratification of the 
Havana Charter provided the other 
industrially advanced countries of 
the Wor ld led by the U S A and the 
UK do so. The Commission has 
also unanimously approved of the 
continuance of the tariff concessions 
agreed to at Geneva and Annecy, 
although it recognises their l imited 
value. In regard to the Indo-British 
Trade Agreement of 1939, the Com
mission has recommended the early 
ini t iat ion of trade talks between the 
two countries wi th a view to the 
revision of the terms of the Agree
ment in order to bring these into 
line wi th the changed pattern of 
Indo-British Trade after Wor ld 
War I I . 

The Commission has also discus
sed the inter-relations between Plan
ning and Protection and the need 
for high-level co-ordination of Gov
ernment's economic activities in 

promoting the execution of the 
country's f iscal policy. An important 
suggestion for closer administrative 
integration between the Ministries 
of Commerce and Industry through 
the constitution of a Board of Trade 
and Industry is made for the con
sideration of the Government. 

The objectives and priorities of a 
short-term economic policy have 
also been set out by the Commission 
as the basis for a programme of 
action for the immediate future. 

As the report takes its stand on 
the economic provisions of the Con
stitution of Ind ia and the Statement 
on Industrial Policy of A p r i l 1948, 
the recommendations have been 
based on the nature of the economy 
visualised in these documents and 
the role of the State in the country's 
economic activities as envisaged in 
the latter. In its general approach 
to the problems of fiscal policy and 
in the argument of the operative 
chapters, the Commission has con
fined itself primarily to the prob
lems which have a long range effect 
on the formulation or working of 
fiscal policy and has eschewed 
issues of a purely temporary inter
est, though in many sections of its 
report, it has indicated both short-
term and long-term plans for 
action. 

Around The Markets 

Textiles 

IF last week Tata Steels led the 
market on to higher levels, this 

week cotton textiles cried a halt to 
the upward movement. Because tex
tiles turned hesitant, the market as 
a whole paused in its journey up
wards for a re-examination of the 
basic position. There are many rea
sons why the textile group develop
ed an uncertain trend. Some of 
them could be anticipated; others 
originated from unforseen circum
stances. 

Textile shares were being pushed 
up in anticipation of increased ex-

ports as a result of recent relaxation 
of export restrictions. Tha t was a 
valid reason for pul l ing up textile 
shares For export prices are not 
controlled. Therefore the industry 
was expected to expand its earnings 
and profits through enhanced ex
ports. A n d it could not, cannot be 
denied that there is good export de
mand for Ind ian piecegoods. 

The Award 

Then came the bonus award by 
the Industrial Court. It has one and 
only one advantage. Though labour 
is not quite satisfied w i t h the award, 
it is taken for granted that labour 

w i l l not carry out its threat of a 
strike now that the workers have 
got the bonus. Thus, the award is 
an assurance that labour-capital 
relationship w i l l not deteriorate. 
Labour's determined hostility to the 
Government's proposed industrial 
legislation indicates that labour is in 
a fighting mood. Though the gene
ral situation remains f luid, the 
award has made the possibility of a 
textile strike remote. 

There is something else construc
tive in the award. Though the i n 
dustry was, and is, opposed to pay
ing bonuses to workers, it was ada-
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mant on one point. It vehemently 
opposed the industry-wise payment 
of bonus and argued that if at al l it 
has to pay bonus to workers, it must 
be on a uni t basis. Under the award, 
units which have sustained losses 
w i l l not have to pay bonus to work
ers. Though labour is committed to 
accepting such a basis of bonus pay
ment, recent statements by labour 
leaders suggest that it may yet be 
made an issue. 

Cost of A w a r d 
Though Dalai Street is not un

duly apprehensive about a textile 
strike, it suspects that the award 
wi l l further affect the industry's net 
earnings and hence its dividend pay
ing rapacity. The cost of the award 
and its implications were duly em
phasised by the industry during the 
hearings of the case by the Indus
trial Court. There is some lacunae 
in the statistics cited by the indus
try. This apart, the arithmetic of the 
award is something like this : 

In 1949 cotton mills in Bombay, 
excluding four units, earned a gross 
profit of Rs. 996 lakhs. Of this 
amount, the workers w i l l receive 
Rs. 220 lakhs under the award; tax
ation w i l l eat up Rs. 400 lakhs. 
There w i l l then be left Rs. 376 lakhs 
for depreciation, replacement and 
dividend. According to the basis 
laid down by the Court, dividend 
payments w i l l absorb Rs. 120 lakhs. 
Even this provision for dividend 
payment does not warrant higher 
levels for textile shares. And then 
there is the problem of proper and 
adequate provision for depreciation 
and resources. 

Cotton Again 
That is not the only headache for 

Dalai Street and for the industry. 
There is the possibi l i ty-nay, proba
bility—-that the industry may be 
forced to buy cotton in the next 
season too, in the, form of kapas; 
that kapas prices are likely to be 
well above the newly fixed higher 
ceiling prices for raw cotton. This is 
not because of developments in 
India, though traders are now re
vising their crop estimates down
wards because of the late monsoon. 

In the main, this stems out of 
developments in America. Along 
wi th rubber and some commodities 
of which Asia is the major source of 
supply, cotton prices, too, have been 
moving up since the outbreak of 
war in Korea. Basically, however, 

the sharp spurt in American cotton 
futures in this week is due to the 
sharp reduction in the American 
cotton crop. This is the price which 
the non-dollar world is paying for 
Washington's farm and agricultural 
policy. This wider Question apart, 
prospects of higher American cotton 
prices mean that the Indian textile 
industry's costs of raw material arc 
likely to mount up. 

On current indications, it may 
not be possible for the industry to 
secure its raw materials in the 
coming cotton season at fixed ceiling 
prices. Higher import costs of 
foreign cotton and the possibility 
that the industry may be compelled 
to buy cotton in the form of kapas 
at inflated prices are the arguments 
advanced by Dalai Street for the 
hesitant trend in cotton textile 
shares. There is something in these 
arguments, though it should not be 
ignored that the introduction of 
collective buying may minimise 
some of the industry's problems. 

Commodities 
Cotton is not the only commodity 

that has spurted up since the out-

break of war in Korea. Wool and 
rubber, too, are firming up. A n d , 
base metal prices continue to move 
up. True, the rise in commodities 
has been aggravated by the war in 
Korea, but its origin lies elsewhere. 
W i t h the exception of cotton, how
ever, the spurt in commodities and 
in base metals is directly or indirect
ly related to war—that is, to stock
pil ing by America. In cotton, the 
spurt originates from planned cur
tailment of US cotton acreage. 

Remains the question of discus
sing the rise in some spices and com
modities of which Asia is the main 
source of supply. Camphor and all 
spices have flared up since the out
break of war in Korea. Apparently, 
dealers in spices and in some minor 
commodities are inclined to the view 
that the theatre of operations may 
spread. That remains to be seen. 
Meanwhile, the spurt in the prices 
of these commodities is justified on 
the ground that the Korean war 
wi l l curtail shipping facilities. In 
anticipation, there has been some 
heavy buying of camphor and of 
spices by the western countries. 
Hence the upswing in prices. 

The Stock Exchange 

Equities Look Up 
Thursday, Morning 

T HE past week was noteworthy 
for several bright spots. 

Equities gradually moved irregu
larly higher and, on balance, they 
showed small gains all round over 
the previous week's closing prices. 
Earlier during the week trading 
sentiment was adversely affected by 
news of lower Tata steel output 
during June and rumours of some 
mechanical trouble in the Com
pany's Works at Jamshedpur. 
Easier tendency in Tata Steels was, 
however, partly due to substantial 
bull l iquidation in anticipation of 
heavy carry forward charges owing 
to the closing of the transfer books 
of the company. 

The market staged a brisk rally 
later under the lead of textiles 
which continued to rule f irm and 
were marked up on substantial 
bear covering and speculative sup
port on the argument that resump
tion of export and medium and 
coarse cloth was sure to have a 
favourable effect on profits of tex
tile mills producing these varieties 

as mere was still fair ly good 
demand for them in overseas mar
kets. The way in which equities 
were b id up on Monday, July 10, 
suggested that Dalai Street had 
also succumbed to war hysteria. 
It appeared as if, after a fortnight's 
serious thinking, stock exchange 
operators were inclined to take a 
bullish view of the war in Korea. 
Monday's spurt in industrials, how
ever, was essentially due to frantic 
short covering and absence of sell
ing rather than to any aggressive 
bull support. And wi th most of 
the short covering over, the market 
again developed a hesitant tend
ency. 

Budla charges, if they could be 
relied upon as an indication of the 
technical position of the market, 
indicated a highly overbought .posi
tion in Tata Deferreds as bulls had 
to pay up to Rs. 17-8 per share as 
carry forward charges at the July 7 
settlement. High carry forward 
charges could not be explained 
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