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CURRENT STATISTICS 

WH I L E the outlines of an " overall plan " for a fuller utilization of 
the country's resources are still to be worked out by the National 

Planning Commission, the Fiscal Commission, in its report released last 
week, has laid down the principles which should govern the grant of 
protection or assistance to industries. The (Fiscal) Commission recog
nises that the future policy of protection should be related to an "overall 
plan of economic development." U n t i l such a plan has been approved, 
however, the Commission is of the view that "Defence and other strate
gic industries should be established and maintained whatever the cost 
may be on national consideration, and such protection and other 
form of assistance as may be needed should be given to them." As 
regards other industries the Commission suggests the following criteria: — 

"Having regard to the economic advantages enjoyed by the in
dustry or available to it and its actual or probable cost of produc
t ion, it is likely wi th in a reasonable time to develop sufficiently to 
be able to carry on successfully without protection or assistance; 

and/ or 
" I t is an industry to which it is desirable in the national interest 

to grant protection or assistance and having regard to the direct 
and indirect advantages, the probable cost of such protection or 
assistance to the community is not excessive." 
Before Wor ld War II protection was restricted to a few industries 

most of which had already been established in the country and were 
meeting the requirements of a sizeable proportion of the total domestic 
market. New industries and industries that satisfied only a small per
centage of the domestic demand were excluded from the scheme of 
protection. Even in the case of industries already established, the 
"tr iple formula" enunciated by the last Fiscal Commission (1921-22) 
was as a rule rigidly interpreted and, in several cases, the then Govern
ment of India rejected the recommendations of the ad hoc Tar i f f Boards. 
In the abnormal conditions created during World War I I protection 
already granted before the outbreak of hostilities was merely continued 
through a series of Protective Duties Continuance Acts. Since 1945 the 
policy has followed the principles laid down in the Government of India 
Resolution of that year in which the interim Tari f f Board was set up. 
An industry seeking protection or other forms of governmental assistance 
has at present to satisfy the Tariff Board— 

" ( 1 ) that it is established and conducted on sound business lines; 
and 

" ( 2 ) (a) that, having regard to the natural advantages enjoyed 
by the industry and its actual or probable costs, it is 
likely wi th in a reasonable time to develop sufficiently to 
be able to carry on successfully without protection or 
State assistance; or 

(b) that it is an industry to which it is desirable in the na
tional interests to grant protection or assistance and that 
the probable cost of such protection or assistance to the 
community is not excessive." 
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Many witnesses, dur ing examina
t ion by the Fiscal Commission, 
objected' to the first requirement— 
about an industry being conducted 
on "sound business lines''—on the 
ground that it was vague or uncer
tain inasmuch as no criteria of 
soundness could be laid down. " I t 
was not always easy for an indus
t ry" , they told the Commission, "to 
meet this condition, particularly if 
the standard was to be the average 
level of efficiency of the competitive 
industry abroad." The Fiscal Com
mission, considering this criticism 
sound, has deleted this condition 
from the criteria which it has now 
laid down. 

The new scheme of protection 
outlined by the Fiscal Commission, 
though essentially the same as holds 
the field at present, is designed, un
wit t ingly perhaps, to allow a more 
indiscriminate grant of protection 
to domestic industries than has been 
practised hitherto. 

Any industry which the Ta r i f f 
Authori ty considers in the national 
interest to develop is sought to be 
made eligible for the grant of pro-
and/or other form of assistance. It 
may or may not satisfy any other 
requirement. 

Secondly, the Commission specifi
cally lays down that "local avail
ability of raw materials should not 
be a condition for the grant of pro
tection if the industry possesses 
other economic advantages e.g., i n 
ternal market, availability of labour 
etc." It may be recalled that the 
"tr iple formula" recommended by 
the last Fiscal Commission (1921-
23) had proved too restrictive on 
this score, glass and the worsted 
section of the woollen industry 
having been denied protection on 
the ground that essential raw ma
terials were not available in the 
country. 

Thirdly, the Commission con
siders it "legitimate to take into 
account a potential export market 
in order to determine the compara
tive advantages of an industry vis
a-vis its rivals." The last Fiscal 
Commission had ignored the possi
bilities of export market in eases 
where the home market by itself 
was not large enough for economic 
production. 

Fourthly, the Commission recom
mends "compensatory protection" to 
the industries consuming raw mate
rials and stores produced or process

ed by another industry it the latter 
is granted protection. Alternatively 
it suggests that industries producing 
raw materials or stores be "protect
ed" by means of subsidies rather 
than tariffs. 

Lastly, for .the first time since 
1924. when the principle of protec
tion was first applied in India, the 
right of new or embryonic indus
tries to claim protection has been 
recognised by the Commission. 

Though quite in harmony wi th 
national aspirations for a broad-
based industrial structure, the re
commendations of the Fiscal Com
mission appear to be too loose to en
sure adequate compensation to the 
community for the increased bur
den now sought to be imposed on 
the consumer. "The grant of pro
tection to producers is a privilege 
which carries wi th it the responsibi
lity of maintaining the highest pos
sible level of efficiency." T i l l the 
producers in India can be trusted 
to discharge this responsibility, an 
indiscriminate grant of protection, 
it is feared, may in effect amount 
to a "protection of excessive costs, 
inefficient methods and obsolete 
equipment." The Tariff Board has 
not been able to devise any criteria 
so far whereby cost structure in 
India could be compared wi th the 
cost structure of corresponding 
units abroad. It is thus difficult to 
say as to the degree of success, if 
any, achieved by the protected in 
dustries in India in bringing down 
the costs to the level of the costs 
abroad. Mere withdrawal of pro
tection from iron and steel, cotton 
textiles, paper and sugar in recent 
years is no guarantee that the mar
gin between the home costs and the 
import costs has been appreciably 
reduced. The process of reconstruc
tion and rehabilitation in foreign 
countries is not yet completed, and 
there is no immediate threat of any 
serious competition from abroad. 
Moreover the withdrawal of protec
tion has in no case been accom
panied by any reduction in the 
height of the tariff, protective duties 
having been converted into revenue 
duties at the same levels as existed 
before the withdrawal of protec
tion. 

The Fiscal Commission no doubt 
visualises a scheme in which the 
Tariff Authori ty, "on a careful study 
of the facts and circumstances of 
each individual case", wi l l impose 

obligations relating to such sub-
jects as ( i ) price policy, ( l i ) quality 
of output, ( i i i ) technological i m 
provements, ( iv) research, (v) ant i 
social combinations, etc., on indus
tries enjoying protection or other 
form" of government assistance. It Is 
doubtful, however, if such a system 
wi l l bring about fruitful results if 
the co-operation of the producers is 
denied to the Tariff Authori ty . 
Some obligations, it is recognised, 
may reduce the incentive to effi
ciency, while others may directly or 
indirectly add to the cost of produc
tion and the fair selling price of a 
protected commodity. " I n the appli
cation of practical measures to en
force these obligations, a reconcilia
tion of these conflicting considera
tions wi l l have to be effected." 
How? The Fiscal Commission has 
conveniently left it to the Tar i f f 
Authori ty to frame the answer. 

The attempt of the Fiscal Com
mission to lay down criteria which 
should govern the grant of protec
tion to industries in case an "over
a l l " plan of economic development 
is evolved by the National Planning 
Commission is, on the face of i t , 
gratuitous. This wil l be a function 
of the authorities responsible for the 
formulation of the plan, or for its 
execution. Tariff' Authori ty w i l l 
merely be called upon to determine 
the form and quantum of protection 
or assistance needed by the industry 
subject to conditions to be laid 
down by the Planning Authority. 

Having regard to the enlarged 
functions that w i l l devolve on the 
future tariff-fixing authority, the 
Commission considers it essential 
that the Tariff" Board should be re
organised into a statutory Tar i f f 
Commission wi th a permanent and 
adequately staffed organisation. The 
Fiscal Commission very rightly re
jects the suggestion that the Tar i f f 
Authority should be reconstructed 
as a wing of the Planning Commis
sion. I t , however, fully recognises 
the need for the maintenance of the 
closest possible liaison between the 
two bodies. 

Regarding specific issues about 
the Havana Charter for an Inter 
national Trade Organisation, the 
General Agreement on Tariffs and 
Trade and the Indo-British Trade 
Agreement of 1939, referred to 
them, all members of the Commis
sion except Shri B. M. Birla recom
mend the ratification of the Havana 
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Charter, provided the other indus
tr ial ly advanced countries of the 
wor ld led by the U . S A . and the 
U . K . do so. The Commission also 
unanimously approves of the con
tinuance of the Tar i f f concessions 
agreed to at Geneva and Annecy, 
although it recognises their l imited 
valuf . In regard to the Indo-British 
Trade Agreement of 1939, the 
Commission recommends the early 
init iation of trade talks between the 
two countries w i t h a view to the re
vision 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 major part of the Report, 
however, deals w i th the objectives 
and priorities of a short-term econo
mic policy which should be pursued 
by the Government in the imme
diate future, "Only by strict adher
ence to such a policy can the found
ations be laid for large-scale econo
mic development in future years 
and a sound long-term economic 
policy." The Report emphasises the 
need for defence industries, ration-

THE misgivings aroused by 
India's stand wi th regard to 

Korea that, by opposing aggression, 
she has ceased to be neutral in the 
cold war between the power blocs, 
wi l l be removed by the initiative 
Pandit Nehru has taken for a peace
ful solution of the Korean dispute. 
Marshall Stalin has responded to 
his offer to seek a settlement through 
the Security Council . He has re
mained silent, however, about seek
ing a settlement through unofficial 
contacts which had also been sug
gested by Pandit Nehru, no doubt 
to get round the long standing 
deadlock in the Security Council i t 
self over the question of China's re
presentation. Russian acceptance of 
the offer for negotiations, however, 
is conditional on the presence of the 
permanent representatives, that is to 
say, of the Peoples Government of 
China on the Council which must 
also hear the Korean case from the 
Korean people. 

Does it hold out the chances of a 
settlement ? The dispute about the 

alisation of agriculture, industries 
needed f o r , the implementation of 
the agricultural programme and the 
construction and maintenance of 
large irrigation and multi-purpose 
projects, increased production in 
the industries producing bask raw 
materials and consumption goods 
in that order. Pari passu there 
should be efforts to stimulate the 
tertiary occupations and exports. 

Though the members of the Fiscal 
Commission may claim to have 
achieved a fairly large measure of 
success in giving their report the 
semblance of a ''comprehensive 
policy document," their laboured 
attempts to produce that effect in
deed detract much from its read
ability and usefulness. While the 
Report deals effusively wi th jejune 
platitudes, specific issues referred to 
the Commission receive sketchy 
treatment, ls it too much to hope 
that the Government of India wi l l 
subject the conclusions arrived at 
by the Commission to the closest 
scrutiny before forming their views 
on the Report ? 

representation of China on the 
Council has created a deadlock 
which it has not yet been possible 
to break primarily because of the 
refusal of the Uni ted States either 
to extend diplomatic recognition to 
the People's Government of China 
or even to accept the representative 
of the latter on the Security Coun
cil , independently of extending such 
diplomatic recognition. This is not 
entirely a distinction without a dif
ference. A move had been sponsor
ed some time ago at Lake Success 
to break the deadlock in this man
ner. Whatever logic or commonsense 
may suggest, technically there is 
nothing to prevent the United 
States, as a member of the United 
Nations from accepting the repre
sentation on the Security Council 
of the Government at Peking while 
the State Department continues 
diplomatic relations wi th Chiang 
Kai-shek's exiled Government in 
Formosa. As a matter of fact both 
Ind ia and Bri ta in have actually 
been doing some thing very similar 

up t i l l now. Both these countries 
have extended diplomatic recogni
tion to the People's Government of 
China; but as members of the 
Uni ted Nations, none of them have 
refused to accept the bonafides of 
Chiang Kai-shek's nominee on the 
Security Council . 

The immediate reaction in the 
United States to such peace over
tures may be readily imagined. If 
cease fire in Korea is made condi
tional upon US recognition of the 
Mao Tse l u n g regime in China, i t 
is sheer blackmail to which America 
w i l l never submit. If she d id , it 
would be proved to the world that 
aggression pays. But the immediate 
emotional reaction is not always the 
final considered judgment. A n d 
independently of the developments 
in Korea, America's refusal to face 
the facts in China has gone to the 
point whether it causes serious em
barrassment even to such a faithful 
ally as Britain. True enough, there 
are sections of opinion in Britain 
herself, which question the wisdom 
of and doubts the benefits derived 
from Britain's recognition of Com
munist China. It has estranged 
American sympathies without mak
ing things any easier for British 
commercial interests. It has not 
made the future of Hong Kong any 
more secure. 

But in their own phlegmatic, 
matter of fact, unemotional manner, 
Britain has bowed down to the in
evitable in China and may go far
ther, provided there is some chance 
of stabilising the situation in South 
East Asia that way. Malaya has not 
been such a signal success as to en
courage Britain further in an ag
gressive policy against Communism 
in these regions. However unpro
mising this line of approach may 
look at first sight, and however ada
mant American opposition may be, 
it would be wrong, therefore, to 
suppose that Pandit Nehru's efforts 
are foredoomed to failure, 

For the case of China's repre
sentation on the Security Council is 
so overwhelmingly strong, on its 
own merits, that it w i l l be difficult 
for the U S A to make it look inde
fensible, even by tagging it on to 
the question of ceasefire in Korea 
wi th which it is not logically con
nected. Circumstances have only 
added urgency to what should have 
been done as a matter of course. 

Judging retrospectively, what had 
been regarded as hasty and unwar-

Pandit Nehru's Peace Move 
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