
racteristics give wool its great 
strength and elasticity. Knowledge 
of its molecular structure is l imited, 
but the cellular structure and rough 
surface are thought to be responsible 
for its warmth and water-absorbing 
properties. 

The complicated make-up of wool 
fibres is' unlikely ever to be exactly 
imitated in a synthetic product. So 
far, all synthetic fibres wire of rod
like structure w i th smooth or rela
tively smooth surfaces. This im-
mediately detracts from the warmth, 
water-absorbing, and slow drying 
property's associated wi th wool. 
" C r i m p " can be superimposed to 
give elasticity often better than 
wool, but the rod-like structure com
plicates manufacturing problems and 
resists satisfactory dyeing. Rayon 
staple and nylon wool cannot yet 
imi tate ' the soft, misty colours in 
wool , while orlon wool can so far be 

FOR sometime past informed eco
nomic opinion in this and other 

Commonwealth countries had been 
keenly looking forward to the re
sults of high-level talks held in 
London, Sydney and Colombo. 
These have now been released in 

fu l l blaze, of official and journalistic 
publicity they manifestly deserved. 
Economic development of four im
portant Asian countries is at stake. 
The planned outlay of £1869 mi l 
l ion is prod gious, meagre capital 
resources of the region considered. 
And then the United Kingdom is 
taking the initiative in developing 
the regions. A l l these and like rea
sons have added up to make the 
Colombo Plan a focal point of at
tention. Apart from the interest 
aroused in London there is a good 
deal of this in Washington; for the 
Colombo Plan dovetails into the 
Gray Report. Both London and 
Washington are aware that without 
their mutual co-operation, rapid 
economic growth of the regions can
not be feasible. Thus blue-prints 
having been carefully drawn up, 
governments on either side of the 
Atlantic are now deliberating how 
much and how soon they could 
afford to put these prints into exe
cution. 

All this is undoubtedly to the 
good. But for us, above all , the 
necessity to stop, scan, analyse--and 
act—is perhaps the greatest. Out 
of £1869 mi l l ion overall outlay, our 
share is 1379, nearly 74 per cent. or 
three-fourths. We arc the biggest 

dyed only in pastel shades. 
Scientific research wi l l undoubt

edly improve the synthetic product. 
Rayon has carved a niche for itself 
on its own merits, and the new 
synthetics can be expected to do the 
same. Where they serve similar 
purposes, however, a low price gives 
a strong advantage unless there are 
other special features. Nylon, for 
instance excels rayon in its long-
wearing and quick-drying proper
ties, but rayon still has a large price 
advantage. 

Wool is now in short supply and 
highly priced, and prospects of a 
rapid increase in output are remote. 
Synthetic fibres, on the other hand, 
are capable of price reduction with 
mass output. For the immediate 
future it does not appear that syn
thetic production can take over a 
very significant portion of the de
mand for woollen textiles. Yet there 

ary immense possibilities for using 
both types of fibre together. A d 
mixture of rayon wi th wool produces 
a very serviceable and attractive 
c loth; many novelty features in tex
ture and colour can be achieved at a 
lower cost. The use of nylon, too, 
as an admixture is likely to increase 
the life of woollen fabrics; a nylon 
core to the woollen thread, for ex
ample, adds strength without giving 
harshness of feel or inequalities in 
dyeing. 

At the same time, rescarch is being 
carried on to improve the qualities 
of wool and to lower costs of produc
tion and manufacture, in this way 
the intrinsic qualities of the wool 
fibre may maintain and improve its 
present position in the world textile 
market for many years to come, 
while combination of other fibres 
wi th wool may extend its use over 
novel and more specialised fields. 

Our Next Six Years And The Colombo Plan 
S. B. Rangnekar 

producer and consumer among the 
four countries covered by the Plan 
and its success or failure would, 
therefore, largely depend on our re
sources and performance. Our capi
tal investment programme would 
raise consumer demand of our 
masses and part of this rise is hound 
to push up the prospective demand 
lor imports from other S.E. Asian 
countries no less than the UK and 
the USA. In the same way there 
would be a corresponding increase 
in the ( import) demand (or our 
goods from these other S.E. Asian 
regions and the countries overseas. 
Al l these foreign trade as well as 
home trade mult ipl ier effects are 
quite vital fur us as much as for the 
co-operating countries, lenders and 
borrowers alike. 

The actual estimates of the 
Colombo Plan are not altogether 
novel to us. Towards the end of 
September the Planning Commis
sion announced an outline of its Rs. 
1800 crore outlay project which was 
to serve as a basis of discussion for 
the London Conference. There is 
considerable family resemblance be
tween that and the present 1840-
crore Colombo Plan. A critical 
commentary of the September esti
mates was published in The Econo-
mic Weekly, Vol. 2. No. 38 (Septem
ber 30, 1950), page 946. In the 
course of the present analysis, fre
quent reference wi l l be necessary to 
the points made in this commentary, 
so as to avoid repetition of the argu
ments made therein. It is to be 

understood that the comments made 
below supplement those made in the 
earlier article. 

Let us look into the Colombo 
needs-and-n sources budget for our 
six-year planning period. (Sec 
Table 11). From it, it wi l l be evident 

at once that the Colombo estimates 
of expenditure are identical with the 
Planning Commission (September) 
estimates as given in Table I. There 
is a fuller breakdown of these figures 
in the Colombo Plan, revealing a 
detailed pattern of planned deve
lopment as worked out in successive 
confercnces. 

A 

BUDGETTED I N C O M E A N D 

ITS SOURCES 

1 . Internal sources of public i n 
come are estimated to yield 1930 
(more preciscly 1026.7) crores or 56 
per cent. of the aggregate invest
ment programme. This means that 
domestic resources are expected to 
contribute more than half of the 
overall finance. The gap of 807.3 
crores is to be made up by loans f rom 
(a) International Bank for Recon
struction and Development; (b) 
World Export- Import Bank; (c) 
Point-Four A i d ; (d) Hypothetical 
Asian Economic Development Pro
gramme; (e) Non-dollar countries 
on private and public account. 
Apart f rom these 807 crores, an 
estimated drawing of 279.3 crores 
from sterling assets is expected to 
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Table III—National Budget of Resources Domestic & 
Foreign—for financing the Six-Year Development Plan 

meet the excess of aggregate out-
payiucrt-its over aggregate inpay
ments in our foreign trade. Thus 
during the period 1951-57 the over
all deficit in our balance of pay
ments is planned to he 1090 crores, 
280 (nearly one fourth) to he met 
by drawing down our sterling 
balances and the remainder 810 
(three-fourths) by fresh borrowings 
overseas. 

Perhaps we may feel elated at 
ourselves being self-reliant enough 
to finance more than hall of all this 
planned investment wi th domestic 
resources. Also we might feel satis
fied that the rate of public plus 
(estimated) private investment is 
planned to rise from 4 to 6 per cent, 
of our national income: (Ch. I V , 
Table 5, Colombo Plan reproduced 
for ready reference at Table I V ) , 
which is about all that an undeve
loped economy such as ours could be 
reasonably asked to undertake. Yet 

been them accounting for 650 
crores. 

Consider public borrowing at the, 
outset. In The Economic Weekly 
article already referred to above 
it was contended whether our capi
tal market can he reasonably ex
pected to contribute,an aggregate of 
300 crores at an annual rate of 60. 
The Colombo Plan puts down the 

figure at 240 crores with an annual 
rate of 40. But this figure also 
looks wide of the mark. Our capi
tal market has been unusually dull 
in the last two years and threatens 
to remain so unless the prospective, 
profit expectations of investors are 
radically changed. No doubt Gov
ernment has taken many measures 
to mobilise domestic savings, as the 
Colombo Report (Chap. I V ) points 
out. Yet where is the guarantee or 
even a high probability that at 2¾ 
to 3¼ per cent, the Government 
would be able to attract an annual 
inflow of 40 crores? Even a high 
rate of interest, might not induce 
kinds to come out of covert. On 
their own admission, the small urban 

there is a big assumption and that 
ought in put us in a sober and 
questioning mood. Could we con
fidently look forward to raise 1026 
crores from internal sources; or is it 
an over-optimistic estimate? To the 
extent that we over-estimate our do
mestic resources the need for over
seas finance is heightened and with 
it the dependence on foreign capital 
over which we have no control and 
which would only add to our liabi
lities, economic perhaps political. 
It is argued below that the 1026 
crore estimate is very likely above 
the mark and that our internal re
sources may not yield as much under 
present methods of finance. 

2. Let us now pass under review 
the Colombo budget to assess how 
far it would be feasible to raise from 
the different sources the sums esti
mated to accrue from them. The 
most important among them arc 
public borrowing and taxation be-
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Notes to Table V A 
A1 Figures of tube-well irrigation 

and six-year multi-purpose schemes will 
be found in Agricultural Situation in 
India, 1949, cited in E.W. 11/38, 

A2 This is an arbitrary estimate, 
treated as a residual of 608 crores less 
long-term multi-purpose projects, 156 
crures; added with Item At. 

BI Railway Depreciation figure from 
Colombo Report. 

B4 The breakdown is altogether 
B2 arbitrary. 

saver or the rural saver, though be
ing helped by means of the National 
Savings drive and Rural Savings 
Mobilisation Scheme, cannot contri
bute more than a fraction to the 
overall estimate of 240 crores,. It 
looks as if half of this 120 crores 
—is a more certain estimate on an 
annual rate of 20 crores. This re
duction would allow for private in 
vestment estimated by the Colombo 
Plan rise from 160 to 260 crores 
per annum (Ch. IV Table 5 repro
duced (lsewhere). 

Gr It is assumed that all expendi
ture programme on fuel and power will 
he completed before 1957. 

Dr This is also an arbitrary residual 
arrived at on the assumption that addi
tional plant for steel making will cost 
10 crores. All three items of long-term 
programme D1, D2, D3 (Table IV B) 
— 20 crores are deducted from the 
aggregate 180. 

Er All social service expenditure is 
assumed to be completed during the 
next six years. 

There is a way out of the difficul
ties the Government are experienc
ing in canalising domestic savings 
into public investment. A modified 
form of capital levy, a once-for-all 
contribution from large business on 
the basis of their corporation profits. 
This measure can, however, be used 
as the last resort, if institutional and 
other investors fail to rally to the 
critical capital needs of the country. 
It is highly doubtful if this radical 
measure would be ever used by our 
orthodox Finance Ministry to attain 

the target figure of 240 crores 
Next there is additional taxation. 

This is estimated to yield 350 crores 
at an annual rate of 58 The main 
increase would come from commo
dity taxes, although an additional 
income tax revenue of 20 crores per 
year can be safely expected from the 
extension of income taxation to all 
the Part B and C States, and also 
introduetion of single family taxation 
upon the passage of the Hindu Code 
Bi l l . Also, there is room for high
er commodity taxation' on luxury 
articles which are not wage-goods. 
Manipulat ion of the impon and 
export taxes and auctioning of im
port licensing should also yield a 
sizeable increase in the tax revenue. 

Nevertheless 350 crores is perhaps 
a slight over-estimate as the scope 
of increase in commodity taxation 
is perhaps not so large as to bring 
in an annual 38 crores (58 minus 
20). Let us put the surer estimate 
at 300 instead of 350 on the assump
tion that 120 crores would be 
contributed by income and corpo
ration taxes, and the remainder 
180 by commodity inclusive of 
import and export taxes. 

4. Then we have increased earn
ings of State-owned enterprises and 
Railway Depreciation Fund between 
them planned to yield 250 crores 
according to Planning Commission 
and 300 crores according to the 
Colombo Report. The previous 
Economic Weekly article pointed out 
that the Depreciation Fund of Rai l
ways cannot be really treated as a 
source of net income; rather., it 
ought to be offset against the gross 
railway investment of 480 crores. 
However, this is a point of budge
tary accounting, not one of sound
ness of public finance. 

Of the two, the figure of 150 to 
180 crores additional contribution 
from State enterprises seems to be 
marked too high. There is lit t le 
ground to hope that these—mainly 
the railways-—would contribute up 
to 30 crores per year for the next six 
years. Perhaps an annual increase 
of 15 crores giving a six-year total 
of 90 crores may be considered more 
reasonable. On the other hand, 100 
to 120 crores for contribution from 
the six-year Railway Depreciation 
reserve is moderate enough, The 
conclusion is that the 250 to 300 
crores under the two heads taken 
together may be marked down to 
210 crores (90 + 120), some 70 
crores below the official estimates. 

5. And then as a last source of 
internal finance, there is "Economies 
in Government Expenditure". This 
is a fictitious item in as much as it 
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cannot be treated as a source of in
come. And even as a piece of bud
getary manipulat ion, it is to be re
garded as altogether spurious. T w o 
objections are insistent. First as the 
economic aetivities of the State go 
on enlarging, Central and Provincial 
consumer expenditure is Innate! to 
swell. And indeed a Welfare State 
cannot escape enlatging the setter 
of Public Collective Providers. On 
this count the Colombo estimate has 
put down 291 crores, a part of which 
is bound to be spent on salaries, 
office establishment etc. and increase 
the existing Government outlay on 
cousutner (revenue) account, Se
cond, Government Department and 
Ministries have already found it 
most diff icult, for sound reasons or 
otherwise, to cut down their expen
diture. Once a section is set up, an 
officer on special duty appointed, 
a Consulate opened, interests .sprout 
up and begin to take root. Heaps 
of flies are thrown at the Govern
ment Economy Committee to silence 
any suggestion of retrenchment. 
Even our prodigal Embassy and De-
legations expenditure is showing no 
sign of being curtailed. New Com
mittees and Commissions are born 
at a prolific rate and there is no 
sign of infanti le mortal i ty among 
them. 

W i t h al l these are we to believe 
that there wi l l be a saving of Gov
ernment Expenditure by 150 crores 
dur ing the next six yean? 

6. As a summary of the sections 
2-5 we may redraw the Internal Re-

sources Budget on more modest yet 
surer scales. (Vide Table III.) 

B 
E X P E N D I T U R E A L L O C A 
T I O N S A N D T H E P A T T E R N 
O F P L A N N E D D E V E L O P 

M E N T 
The Planning Commission and 

Colombo Report between them pro
vide a fairly comprehensive break
down of the budgetted expenditure 
among various sectors of the econo
my and for different purposes of in
vestment. It is also possible to 
divide up the figures on the basis of 
short-term and long-term alloca
tions—that is to say, a period of ma
turity extending to less than six 
years, or to six years and more. No 
doubt this division would be arbi
trary and also somewhat ambiguous, 
unless the purpose in view was kept 
clear in view. What this division 
aims to do is to contrast those plans 
whose mature fruits would be avail
able in the shape of consumer goods 
and services within the time-span 
of six years against such others as 
would bear frui t beyond this stipu
lated six-year span. Such an attempt 
is made in Table V. 

1. It is at once evident that Agr i 
culture, Transport and Communi
cations are together to account for 
1310.7 or 71 per cent, of the outlay.'' 
This is quite proper, since an under
developed economy such as ours 
needs better roads, larger markets, 
quicker communications and above 
al l , widening and deepening of agri-

c a l t u r a l investment, In the f ie ld of 
agriculture 608 crores arc to be 
spent, 156 for long-term schemes 
such as Damodar Valley, H i rakud 
and Bhakra Nangal, and 190 
crores for (small-scale) tube-
well projects as well as early 
matur ing irr igation schemes. Over 
and above this the integrated 
Crop Production Plan perhaps ac
counting for 260 crores is estimated 
to yield 30 lakh tons of foodgrain, 
1.9 lakh tons of cotton, 3.7 lakh 
tons of jute and 15 lakh tons of oi l 
seeds. A large part of this program
me would mear the extension of 
agriculture into zones so far lying 
waste wi th the aid of tube-well or 
canal irr igation, fertilisers and trac
tors. From this point of view it 
would also develop depressed areas 
and relieve congestion in densely 
populated regions. The Programme 
is planned to bring us nearest to 
scli-sufficiency in food and push up 
exports of jute, cotton and oil .seeds. 
Since agricultural development wi l l 
need proper transport and market-
t ing facilities it is proper that at least 
109 crores should be spent on roads, 
br dges and structural works (Table 
V - A ) . 

From the standpoint of efficiency 
of planning short-term programmes 
have to be put much above the long-
term This applies particularly to 
an undeveloped economy such as 
ours. We should, therefore, feel 
satisfied that in the field of agricul-
turaJ-eum-irrigational development 
the allocations short-term (less than 
or equal to six years) as against long-
term (more than six years) are in 
the order of 452 and 156 crores 
respectively (Table V A and B) ; 
or nearly 70.30 per cent, The Trans
port programihe shows this bias in a 
much greater measure -the short-
term and long-term allocations being 
691 and 21 crores or nearly 97 per 
cent. Under this head it has to be 
noted that the Locomotive Works 
construction is retained and so also 
the construction of new ports 'and 
harbours particularly the Kandla 
Port, a new harbour to take the 
place of Karachi is a great necessity, 
and the retention of both of 'these 
long-term programmes is .surely 
commendable. 

If the two big items of planned 
expenditure are carried through the 
estimated increase in agricultural 
production and in the general level 
of real income of our rural popula
t ion should be accomplished wi th
out much doubt. 

2. Though agriculture and V a n s -
port are given the. predominance 
that they rightly deserve, industrial 
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Aiming the long-term projects in 
vicw, an additional steel plant de-
iignvd to produce five lakh tons an
nually is an item of special interest. 
The entire re-equipment programme 
together with the building of this 
new plant should not cost more than 
40 crores. But what about the 
cement industry? Is any planned 
extension of capacity in view? And 
what is to be the nature of develop
ment of coal mines? How about 
other industries? A i r cotton textile, 
jute and sugar to be helped to re-
equip their over-used plant. It is 
sometimes forgotten that the age-
distribution of our textile machinery 
as also sugar-crushing machinery has 
been considerably distorted owing to 
the w a r t i m e restrictions and post
war high prices. Would it not be 
necessary to make sure by means of 
inducements and penalties that the 
re-equipment programmes of these 
other industries is carried out. From 
this point of view, the allocation of 
180 crores at an annual rate of 30 
crores seems to be unusually small. 

3. The Fuel and Power allocation 
of 57 crores is much too vague to be 
clear ly unders tood . For coal the 
chief source of fuel has been includ
ed in industries and hydro-electric 
development in multi-purpose sche
mes. Perhaps this item points to the 
(a) solitary sources -of our petrol 
supply, Assam oil fields and (b) 
construction of thermal stations and 
electrical grids for distribution of 
electrical power from new schemes. 
Indexed there wi l l soon be necessity 
of creating zonal electricity authori
ties under a central electricity board 
for distributive functions. 

4. That the Plan has set aside 16 
per tent, of the total outlay 291 
crores- Mr social services is well and 
good. But the question is indeed, 
wil l it be adequate for building up 
a Welfare State, specially when, the 
(Part B and C) States' sources of 
revenue are inelastic and even from 
these, some like excise have already 
been thrown away? Perhaps the 
answer is, an underdeveloped econo-

'mv can afford to indulge in the 
luxury of large outlays on social 
Services. The choice between trac
tors and machines on the one hand 

development is hot neglected. A l 
together 180 crores which is 10 per 
cent, of the aggregate is earmarked 
for the head. "This expenditure is 
apparently distributed between short 
and long-term heads in the ratio of 
nearly 90 : 10 per cent 160 crores 
and 20 crores respectively. 

and books and medicines on the 
other has to be met with a harsh 
sense of planning. Even then it 
looks very much as if an annual out
lay of 48 crores (six year 291) is 
much below the mark especially 
when large parts of the country are 
exceedingly deficient in 'social ser
vices. Probably a 20 per cent, out
lay (or 368 crores) might have been 
socially more expedient as well as 
just. 

c 
FOREIGN AID AND INTER

NAL RESOURCES 
At the end of the first part of our 

surveys we have seen that the gap 
between our own resources and the 
planned outlay of 1840 crores is 
bound to be as large as 900 crores. 
No amount of financial optimism can 
quite hoodwink this reality. How is 
this gap to be bridged? That is 
the master question. We. have al
ready cut our capital investment 
programme to the bone. The Co
lombo Plan Report admits that we 
had 'projects which would cost us 
£m2450 or 325.8 crores' but have 
curtailed to more than half. The 
planned expenditure was cut down 
to 1840 from 3219 crores where it 
stood before. If we relied on our 
own resources we couId possibly 
have never got beyond a 1000 cro
res, indeed a very meagre sum for 
our huge needs. 

Hence it follows that we shall 
have to import capital on a large 
scale. The Report is very neat in 
ranging up one below another five 
'means of finance.' (Ch. X) A l l 
that savours of the text-book and 
more appropriately lecture-room 
presentation. For what is the use 
of telling us that 'private invest
ments'. loans from private investors 
floated in London and other finan
cial centres' 'grants and loans from 
other Governments' are possible 
sources of finance? International 
investment has been straight-jacket-
ted from US to the rest of the world. 
Hence for us USA is the only Gov
ernment which can provide long-
term aid. It must, through an Asian 
Development Programme, finance us 
to the tune of 800 crores, or else 
the Colombo estimates wi l l remain 
a pious blue-print of economic pro
gress. It would have to provide the 
bulk of this much finance. No doubt 
I B R D and other sources could he 
tapped but we cannot escape from 
the necessity of Point 4 and the 
Asian Development Programmes. 
That point cannot be over empha
sised. 

Vet there is another aid which is 
as essential as capital imports. Sci
entific manpower. The Finance 
Minister as indeed fully justified 
in put t ing this need right at the fore
front of his, recent announcement. 
There is going to be a contribution 
of 1 crore over the next three years 
for the Technical Co-operation 
Scheme embodied in the Colombo 
Plan. For an under-developed 
country, capital equipment and 
skilled man power are both scarce 
factors, in some sectors the latter 
scarcer than the former. How well 
has this been demonstrated in the 
large-scale constructional projects 
undertaken since 1947! What is 
needed for supplying this need is not 
so much to import technical experts 
only, but to ensure that they train 
large number of our men in a widen
ing stream. This precaution was 
taken by the Russians in the first 
Gosplan and we should certainly not 
fail to do otherwise. Perhaps the 
best course would be to make techni-
cal service and training to be the 
joint duties obligatory of those whom 
we bring into the country from 
abroad, as also those who are sent 
overseas, under the Technical Co
operation Scheme. In this respect 
the Scientific Manpower Committee 
had better be reconstituted on a 
permanent basis. 

Colombo-Sydney-London: These 
h a w put our planning programme 
on much more definite, much more 
businesslike basis. The focus of in
terest now shifts to the other side of 
the Atlantic. M r . Gray has report
ed. Let us see if the Congress real
ises the ful l import of the Report and 
acts wi th the same broadness of out
look as it did two years ago when 
M r . George. Marshall spoke—with 
such effect that European recovery 
soon ceased to hang in precarious 
balance. 
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