
Another Structural Disequilibrium 
accepted as a much more basic 
problem. 

So far only the first faint rum
blings have been heared of this new 
scare but presently it may come to 
bold the centre of attention and how 
is this structural disequilibrium go
ing to be corrected? Even the ECE 
did net expect that if Europe did 
all she could to make amends for 
her past neglect of production of 
primary materials—capital invest
ment, re-equipment and greater in 
centives to labour engaged in pro
duction of primary materials had 
been advocated urgently -ult imate
ly the solution has to be sought in 
increased production in the raw 
material producing countries them
selves. True , all the raw mate
rials do not come from undeveloped 
areas. America leads in some of 
them. .So do Canada, Australia and 
New Zealand. But the bulk of the 
world's raw materials still come 
from backward countries where pro
duction is carried on under a sys
tem of small peasant-holdings, by 
inadequate methods using li t t le 
capital, barring the plantations 
which are mere oases in the desert 
or exploitation of mineral resources 
w i th foreign capital under foreign 
management. 

If the move gathers momentum 
as it now looks likely, the question 
of economic assistance to undeve
loped countries may crop up in a 
new form and assume an added im
portance. The appeal that such aid 
is necessary to contain Communism 
has not worked because to the Ame
rican voter who alone can foot the 
b i l l , the promised results are too 
vague and uncertain. Tha t such 
aid would help to preserve or deve
lop markets for the US of other i n 
dustrialised countries can have no 
better appeal so long as selling is not 
a problem and selling has not been 
a problem dur ing the post-war 
years, despite the many vicissitudes 
that the wor ld market has under
gone. But if the call for economic 
assistance is linked w i th the secular 
need for expanding the production 
of raw materials in order to feed the 
growing industrial capacity of the 
wor ld the major share of which goes 
to the West, it may be of more i m 
mediate concern to the Americans 
as also of others than proposals for 
economic assistance have been in 
the past. 

The problem is not altogether new 
though this particular angle on it 
and the present emphasis is some
what recent. The case, for indus
trialisation of the Eastern countries 
has often been resisted in the past 
on the ground that if realised, it 
w i l l adversely affect the supply of 
raw materials which would then be 
used up by the domestic consumers. 
In order to meet this objection, the 
proponents of the Colombo Plan 
went out of their way to emphasize 
that the proposed developments, if 
carried out would help to augment 
world trade and not retard i t . They 
were at some pains to explain that 
the l imited measure of diversifica
tion attempted in the plan was only 
to reduce the excessive dependence 
of some of these countries on one 
or two export products and thereby 
to promote greater stability, not to 
countenance autarchy in any shape 
or form. 

To pursue this line of enquiry, 
however, is only to anticipate future 
developments. For the prospects 
for such assistance for undeveloped 
areas still remain extremely obscure, 
in spite of the noise wi th which the 
Colombo Flan was formally inaugu
rated on the first of this month. 
Despite helpful gestures from Aus
tralia and Canada, there still re
mains a yawning gap in the finances 
for the execution of this plan. Be
sides what can be raised by the coun
tries themselves and by a draft on 
their sterling balances, some $24 
billions are needed to implement 
the plan. Hi ther to there has been 
no h in t of American participation 
in the plan. On the contrary, then-
is definite indication that whatever 
assistance America may choose to 
give wil l be through her own 
organisations, ECA and Expor t - Im
port Bank, and not through the 
Commonwealth organisation. ECA 
grants or loans continue in a thin 
trickle. Although the Marshall A i d 
for Britain has stopped, dollar assis
tance for colonial development sche
mes have not been suspended. D o l 
lar purchases of a wide range of 

NOW that the specutre of struc
tura l d isequi l ibr ium in wor ld 

trade, arising f rom d o l l a r shortage, 
has vanished t e m p o r a l l y , another 
has taken its place.' lt is the spectre 
of a growing shortage of raw mate
rials, of a fundamental disparity be
tween the expansion of industrial 
capacity and produc t ion of raw 
materials which cannot be remedied 
by the normal operat ion of the price 
mechanism. This is not a tem
porary al l air like the world boom 
in commodity fo l lowing the Korean 
outbreak, which h a d already been 
brought under control quite some 
time before peace prospects knock
ed the boom out of it. For sharing 
out can only distribute shortages; 
i t cannot eliminate, them. A n d 
hence, even when the manifold 
problems presented by the collective 
buying and controlled distribution 
of primary commodities on a wor ld 
scale tliroughout the ' free wor ld ' 
have been overcome, production of 
raw materials w i l l stil l lag behind. 
Tha t problem w i l l net be overcome 
un t i l the economies of the raw ma
terial producing countries are fully 
rehabilitated and firmly set on their 
feet, which is quite, a different pro
position from holding a few sub
committee meetings in Washington, 
or tightening up distribution ar
rangements in the industrial coun
tries themselves. 

Therefore, though the boom may 
have passed, the problem of raw 
materials remains. The Western 
countries have suddenly woke a up to 
the realisation that over a series of 
years, ever since the end of the war 
in fact, production of raw mate
rials has failed to keep pace wi th 
the expansion of industrial capacity. 
Indeed, it has not only been lagging 
behind but the lag has been widen
ing. Among the changes in the eco
nomic setting in 1950, to which 
attention was d rawn by the Econo
mic Commission for Europe, was the 
wide disparity between industrial 
production and production of raw 
materials. This was a world-wide 
phenomena outside the Soviet Zone 
though the sharpness of the empha
sis put on it was blunted more than 
somewhat by the ECE pin-pointing 
the neglect of production of mate
r ia ls in Western Europe in par t i 
cular and by its recommending re
valuat ion, of Western European cur
rencies for alleviating what is now 
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commodities have been authorised 
for Burma for such purposes as the 
reconstruction of ports, help in trade-
ing in rice, timber and other com
modities, setting up a pilot canning 
plant, medical aid and purchase of 
agricultural equipment for soil con
servation. Siam has received grants 
to purchase equipments for improv
ing l iving conditions in rural areas 
and the Philippines have been allot
ted much larger sums for fertilisers 
and irrigation pumps. The food 
grain loan to India also comes un
der the same category. But such 
grants do not total up to much. 

For the current fiscal year, com
mencing from the. 1st of this month, 
President T ruman has asked for ap
propriation of $8.5 bi l l ion for foreign 
aid of which $614 mi l l ion would be 
for mil i tary and $2¼ bil l ion for eco
nomic: assistance. Besides, the Con
gress has been requested to raise the 
lending authority of the US Export-
Import Bank by a bi l l ion dollars to 
make possible foreign loans for the 
purpose of developing the produc
t ion of strategic materials. The 
Congress may vote the mil i tary part 
of the expenditure. But there is no 
knowing whether in its present mood 
and temper it wil l agree1 to the A d 
ministration's " foreign give-away 
programme ." The opposition is 
growing more vocal that even if it 
was the duty of American tax-payers 
to restore Europe's production to the 
pre-war level, on what theory is it 
his duty to continue pouring gi l t 
money, now that European indus
trial production is well above the 
pre-war level? Wel l , the structural 
disequilibrium may be an answer, but 
it is not yet an effective answer. But 
assuming the Congress obliges the 
Administrat ion, what is $2¼ mi l l ion 
to the foreign exchange require
ments of the undeveloped countries? 

Those subscribing to the Colombo 
Plan alone need $24 bi l l ion in foreign 
exchange other than sterling. There 
are besides, a number of countries 
in South-East Asia who have not 
joined the Colombo Plan; there is 
Middle-East, Africa and La t in Ame
rica. The panel of economic experts 
appointed by the United Nations 
Economic and Social Council have 
recommended a capital investment 
programme of $20 bill ion of which 
$14 bil l ion are to come from U S A 
and other developed countries of the 
West. 

From the press summary of the 
report, the experts appear to have 

got nearer to the root of the matter 
than any other body who examined 
this question before, For, they not 
only start w i t h self-help and the 
establishment of certain conditions 
as the prerequisite for development, 
.they also focus attention on commer
cial policies which retard develop
ment. For instance, they have asked 
the developed countries to desist 
from f ix ing prices of their imports 
without simultaneously controlling 
the prices of exports which under
developed countries buy from them 
as also from subsidising wi th in their 
own boundaries the production of 
commodities which could be produc
ed by the underdeveloped countries. 
The latter is largely a hit at Ameri
can farm policy, which is not a 
minor point. Even so, when all this 
is conceded, the problem of foreign 
aid remains. 

What about our own programme 
of development already accepted 
under the Colombo Plan, if the ne
cessary financial aid does not come? 
Apparently, the Government have 
in view two sets of projects, one of 
which can be. and has to be under
taken, even without such aid, if 
need be at the risk of deficit financ
ing. The promised draft outline to 
be published by the Planning Com
mission therefore w i l l hold little sur
prise. But the figures discussed 
above are a little deceptive in that 
they represent the totals that w i l l 
be needed over a series of years. 
The food loans wi l l perhaps meet 

our immediate requirements for the 
first year or two. A plan that could 
be taken to pieces and operated 
peacemeal may not deserve such a 
high sounding name. But what is in 
a name? Development has to be 
pushed through even if it cannot be 
attempted on as large a scale as we 
consider essential, wi th whatever 
little comes to hand without wait ing 
indefinitely for a more definite com
mitment of assistance. It is no longer 
the specific shortage of dollars, but 
a shortage of resources as a whole 
which is now the l imi t ing factor. 
America may not underwrite the 
Colombo Plan, but a more sober 
appraisal of the raw material situa
tion, and the. acceptance by Britain 
and America of the princinple that 
exchange of goods in future w i l l h a w 
to be on a basis that w i l l facilitate 
the rehabilitation of underdeveloped 
areas should lay a more secure foun
dation for the realisation of these 
aims than deceptive hopes of foreign 
aid on a large scale have done so 
far. 

Groundnut Acreage 
G r o u n d n u t cult ivation has become 

a major a g r i c u l t u r a l operation in 
India during the past four decades 
and the. crop is now estimated to 
occupy nearly 42 per cent of the 
area under all oilseeds and 4.4 per 
cent of the total area sown under 
all main food crops in the Indian 
Union, a cco rd ing to a brochure on 
the M a r k e t i n g of Groundnuts in 
India, just issued by the Minis t ry of 
Food and A g r i c u l t u r e . 

From a metre 0.5 mi l l ion acres at 
the beginning of the century, ground
nuts now account for nearly 10 
mil l ion acres wi th an annual yield 
of 3½ mill ion tons of nuts in shells 
and 4.10 m i l l i o n tons of kernels. 

In 194.8, India accounted for 34.5 
and 30 per cent respectively of the 
world acreage and production of 
this oilseed, 

Nearly 88 per cent of the ground
nut area is concentrated in Madras, 
Bombay and | Hyderabad, and the 
prominent varieties grown are the 
Coromandal and the Peanuts. Bold 
nuts grown in Saurashtra, wi th a 
lower oil content, are especially valu
ed for eating. 

Unt i l W o r l d War I I , India de
pended on foreign countries for a 
market for her groundnuts, which 
were exported in the shape of ker
nels. A development of consider
able importance, took place during 
the war years wi th the rapid expan
sion of the crushing industry in the 
country as well as a large increase 
in the internal consumption of 
groundnuts. Retention of oilseed in 
India in 1948-49 was 98 per cent 
as against 60 per cent in the pre
war years. The fall in export of 
groundnut kernels, however, was 
compensated by an increase in die 
export of groundnut o i l , which in 
1949-50 was three times the average 
sent in the. pre-war years. 

'The consumption of kernels is still 
small, the per capita consumption 
being only 1,82 lbs. Crushing in 
power mills and village ghanis ac
counts for the. 'largest disappearance 
of groundnuts, ; i.e. 70 per cent of 
the production on an average and 
yielding seven lakh tons of oil and 
10.5 lakh tons of "cake. The. oil is 
used for culinary purposes either as 
such or in the form of the hydro-
generated product known as vanas-
pat i . The vanaspati industry which 
has rapidly grown dur ing the past 
decade consume 7 1.95 lakh tons of 
groundnut oi l in 1949. The export 
of groundnut cake which is used as 
manure has been banned since 1944, 
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