
Fears of Fresh Taxation 

it may again be increased further. 
The delivery period for September 
and October delivery has been ex
tended up to November 25. 

According to the cloth export 
policy for January-June 1951 an
nounced this week, export licenses 
to the extent of 100 mi l l ion yards of 
coarse and medium count goods 
wi l l he granted for soft currency 
areas, while for hard currency areas, 
the exports for these varieties- wil l , 
remain unrestricted. Efforts are to 
be made to encourage exports of 
superfine and fine varieties. 

Instances, however, have come to 
light that though the Government 
intend to restrict exports of coarse 
and medium quality goods to the 
sterling areas, some of the mills are 
t rying to get round the quota res
tr ict ion by a slight change in the 
manufacturing process so that me
dium quality goods can go in ex
ports freeIy as fine. It w i l l he for 
the Government to check up this 
complaint which vitally affects the 
Indian consumer. 

W o r l d T i n Production. H i g h e r 
in 1949 

The world's t in mines, outside of 
the Soviet Union , produced 161,700 
long tons in 1949, according to the 
U.S. Bureau of Mines. This was 
six per cent. more than the 1948 
output and two-thirds of the 1941 
peak. 

Of the total, Asia accounted for 
60 per cent.; South America, 22 per 
cent.; Africa, 15 per cent.; and 
other sources, three per cent. Do
mestic production from U.S. mines 
amounted to only 68 long tons. US 
consumption of t i n totalled 72,406 
long tons, which was 20 per cent, 
less than in 1948. 

The largest t in output was in the 
Federation of Malaya, which pro
duced 54,910 long tons and account
ed for most of the 1949 increase. 
Other producers and their output in 
long tons were: Australia, 1,973; 
Belgian Congo, 13,900; Bolivia (ex
ports ) 34,115; China (estimated) 
4,200; Indonesia, 28,965; Nigeria, 
8,824, Thai land, 7,815; the Uni ted 
Kingdom, 1,217; and other sources, 
5,781. 

The Bureau reports that smelter 
production of t in increased seven 
per cent, in 1949 to 168,700 long 
tons, wi th Malayan smelters sup
plying 37 per cent, of the wor ld 
total. Next in importance in 
smelter output were the United Sta
tes, the United Kingdom, the Ne
therlands, and Belgium. 

DO W N T R E N D in gilt-edged, 
securities has been too pro

longed and too steep to admit of 
customary explanations. True, the 
busy season trade demand for funds 
continues to move up. But neither 
the rise in scheduled banks' loans 
and advances nor the recent fluc
tuations in bank deposits warrant 
any appreciable adverse repercus
sions on gilt-edged prices. 

Latest Reserve Bank returns in
dicate that the sharp recession in 
banks' balances with the Reserve 
Bank in the week ended November 
10, 1950 was a transitory develop
ment. In the week ended Novem
ber 17, 1950, banks' deposits wi th 
the Bank registered an increase of 
Rs. 8¾ crores. This indicates that 
either the demand for funds is not 
as insistent as is supposed in some 
quarters, or the banks' surplus re
sources are adequate to cope wi th 
the enlarged demand for hinds from 
trade quarters. 

Some of the possible explanations 
for the slump in securities were dis
cussed in these columns last week. 
Tha t the recovery in bullion has 
persisted along with the decline in 
securities lends weight to the as
sumption that recent market devel
opments are partly due to the dis
turbed international situation. The 
Far Eastern situation remains deli-
eate but it is becoming apparent 
that neither America nor China is 
yet prepared for a show-flown. 

Both in London and in New 
York the gilt-edged market has 
partially recovered the ground lost 
in the recent past. And yet the 
downward trend in securities in 
India is being accentuated. Can it 
be that Bombay is belatedly feeling 
the impact of world monetary de
velopments begun some months ago? 
That is a possibility, though there 
are peculiar local factors which ex
plain the sharp recession in Indian 
securities. 

Neither Britain nor America has 
jettisoned the policy of cheap money 
or abandoned the objective of sta
bilising interest rates at reasonable 
levels. But both London and New 
York are aware that defence pre
parations w i l l set forces in motion 
which may exert a downward pres
sure on gilt-edged prices unless the 
monetary authorities undertake 
suitable counter-measures. 

Financial authorities are not w i l l 
ing to abandon the policy of cheap 
money, but they are. anxious that 
nothing should be done to encourage 
the inflationary trend. Here is a 
dilemma. Rearmament and stock 
pi l ing must involve increased public 
outlay and, therefore, a possible ex
pansion in the public debit. In the 
absence of support, the gilt-edged 
market may wil t under the strain. 
But the authorities are reluctant to 
enter into open-market operations 
lest they aggravate the inflationary 
pressure. 

Some time ago the Swedish mone
tary authorities withdrew support 
f rom the market and allowed gilt-
edged prices to find their own 
level. Though the American Trea
sury have not accepted the Federal 
Reserve Board's suggestion for 
abandoning open-market purchases 
of securities, the Board continues 
to express their anxiety about the 
future. In Britain, neither the 
Treasury nor the Bank have an
nounced any change in policy, but 
their anxiety about rearmament's 
repercussions on the gilt-edged mar
ket is well-known. 

There are other disturbing pos
sibilities. It is becoming increas
ingly evident that taxation may 
have to be raised. In America, a 
mild form of excess profits tax has' 
been re-introduced. Some rise in 
taxation is being widely talked 
about in Britain. That India 's 
budget gap is widening, is a well 
advertised fact. 

It is, now widely admitted that 
the effect of the economy drive w i l l 
be inconsiderable, though the psy
chological necessity for reduction 
in civi l expenditure is not denied. 
Nor is it seriously suggested that 
the defence expenditure admits of 
any material curtailment. Current 
revenue receipts are not discourag
ing, but prospects are rather 
gloomy. 

In the meanwhile, the outlay on 
relief and rehabilitation of dis
placed persons is known to have 
considerably exceeded budget esti
mates. Also evident is the fact 
that capital outlay on irrigation 
and on multi-purpose projects w i l l 
have to be raised in order to en
courage the improvement in agri
cultural production. 

These are the factors and possi
bilities against which the persistent 
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downward trend in securities wi l l 
have to be viewed. There are 
widespread apprehensions that the 
need of increased outlay on refugee 
relief . and the disquieting inter
national situation may force an 
increase in public expenditure. In 
that event, it is apparent that tax
ation may have to be raised. 

Some weeks ago, the Finance 
Minister issued an oblique hint of 
the shape of things to come. His 
obiter dicta that the resources wi l l 
have to be expanded is being inter
preted by the market to mean that 
some new sources of taxation are 
under active contemplation of the 
Government. Nor has the market 
missed the implication of the an
nouncement that revised estimates 
of revenue and expenditure wi l l be 
submitted to the present session of 
the Parliament. And the gilt-edged 
market is not likely to be encour
aged by the Finance Minister's 
statement in Parliament during the 
debate on Reserve Bank (Amend
ment) Bi l l that the scope of open-
market operations is l imited by the 
Bank's l imited resources. 

State Transpor t and 
M i n i m u m Wages 

T HE Government of Bombay 
have appointed two Commit

tees to fix the rate of minimum 
wages for employees of the Local 
authorities in the State, in order 
to give effect to the Min imum 
Wages Act passed by the Central 
Government as early as 1948. This 
Act , incidentally, has not yet been 
implemented. 

The second Committee, under 
the Chairmanship of Mr. G. D. 
Daftar i , has to recommend mini 
mum rates of wages for employees 
in public motor transport. The 
work of this Committee, however, 
has been interrupted by a legal 
dispute. The Government of 
Bombay took over transport ser
vices in the Stale, and started 
operating them on their own last 
year but later, when the Central 
Government passed the Transport 
Corporation Act, the Government 
set up the Bombay State Transport 
Corporation and handed over the 
transport services to this body. 

The authority of this Corpora
tion has been challenged and the 
Bombay High Court has declared 
it as illegal. In view of this rul ing, 
the Government has decided to 
run the .transport services them
selves as was the case prior to the 
creation of the Corporation. The 
Government is also considering the 
question of f i l ing an appeal in. the 
Supreme' Court against the decision 
of the H igh Court . 

HAD it not been for Mr. Vyshin-
skys sentimental dislike of 

Mr. Trygve Lie, the soviet Foreign 
Minister would probably not have 
proposed a counter peace plan in 
the General Assemory on November 
18. The plans, Trygve Lie's and 
Andrei Vyshineky's, being about 
identical in all respects, one cannot 
help drawing the inference that Mr. 
Vyshinsky, in sponsoring the six 
point plan was prompted by a 
desire to take the wind out of Mr. 
Lie's sails for the simple reason 
that after the K o e a n war the latter 
is no longer in the good books of 
the Kreml in. This was amply 
demonstrated when the Soviet 
Union, opposed the extension of 
Mr. Lie's tenure as Secretary-Gene
ral of the UN for a further period 
of three years. Impart ia l , unbias-
sed observers still have faith in 
Mr. Lie's sincerity, despite all that 
has happened since Mr. Lie's p i l 
grimage to Moscow on May 15 last. 
Indeed, there is reason to believe 
that Mr. Lie today has been mano
euvred into a position where he 
cannot unfortunately escape the 
blame that he is siding with the 
Anglo-American bloc. For this un
fortunate position Mr. Lie is not 
himself to blame, indeed, it may 
not be long before he is cast away 
and thrown into obscurity as a 
cold war casualty, 

At the moment, however, Mr. 
Lie has the following of a majori ty 
of members in the United Nations. 
Otherwise his Twenty Years Peace 
Plan would not have been approv
ed by the UN General Assembly. 
But for the UN intervention in 
Korea, or in other words, had there 
been no ' hot war,' Mr. Lie's peace 
plan would h ive a much better 
chance of furthering world peace. 
Also, it conies at a time when the 
entire United Nations Organisation 
has undergone a radical metamor
phosis. Lor, the Security Council 
has. ceased to be what it was before, 
after the " unit ing for peace " reso
lut ion of the Assembly dated Nov
ember 3, which provides for emer
gency sessions of the Assembly to 
be called at 24 hours notice to con
sider collective action against ag
ress ion whenever a breach of 
peace occurs or threatens to occur. 
Needless to mention, this resolution 
w i s passed at the instance of the 
USA wi th the specific aim of cir
cumventing the ' v e t o ' in the 
Security Council . This is not al l . 

There is, besides, the question of 
seating Red China in the Security 
Council—a question which was 
uppermost in the mind of the Secre
tary-General when he submitted his 
famous memorandum to the B ig 
Powers. 

But it is doubtful whether Mr. 
Lie has the same enthusiasm for 
Red China now. after the rebukes 
and rebuffs he has reviewed f rom 
the Soviet Union and her satellites. 
It looks as if Mr. Lie has almost re
legated the issue of Red China's 
representation to the background 
though, of course, his memoran
dum of 10 points stands unaltered. 
If this is the case, Mr. Lie's plan 
is not worth the paper on which 
it is wri t ten, for what useful pur-
post: will its periodic meetings serve 
if the Security Council has no lon
ger the same legal status? In this 
respect, Mr. Vyshinsky's six point 
plan is more realistic in that it 
r ightly stressed the importance of 
se t t ing the issue of China's admis
sion to the UN before embarking 
on any programme of peace. This 
is precisely the point which Mr. Lie 
had stressed on many earlier occa
sions, and hence the credit for it 
must go not to Mr. Vishinsky but 
to Mr. Trygve Lie. 

It is a good augury that despite 
ominous signs, there is at least 
something common between the 
two power blocs. Assuming that 
words and phrases have same mean
ing in the dictionaries of both the 
opposing powers, there is no rea-
son why they should fail to come-
to a truce—a compromise. if not 
in agreement—on the need for pre

serving world peace. If Picasso's 
dove is really a dove that coos 
'peace,' and not a trumpeter 
pigeon known for its raucous voice 
(hat it. looks, and if Mr. Vyshinsky 
still admits, as he d id , that the 
peaceful co-existence of the capi
talist world and Communist wor ld 
is possible, then what is urgently 
needed is an understanding between 
these two powers, namely the USA 
and the USSR. 

On the question of prohibi t ing 
the use of atomic weapons, the 
second point in Mr. Lie's plan in 
sist; on "a new attempt to make 
progress towards establishing an in 
ternational control system for ato
mic. energy that wil l he effective in 
preventing its use for war, and pro
moting its use for peaceful pur-
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