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F R E E D O M came wi th general 
rejoicing, but it did not come 

alone; it came hand in hand with 
Part i t ion which had far-reaching 
effects on all aspects of the coun
t ry ' s economy, but nowhere more 
pronounced than on the pattern of 
our foreign trade. Large areas 
growing jute and cotton went to 
Pakistan. These were also the areas 
which had an exportable surplus in 
foodgrains alter meeting the local 
demand. 

Prior to Wor ld War I I , our trade 
still displayed, though in a gradu
ally diminishing degree, the usual 
characteristics of the trade of an 
Industrially backward economy, 
viz . , a. preponderance of exports of 
raw materials and imports of 
finished goods. We had a. balance 
of trade tradit ionally in our 
favour. Wor ld War I I restricted 
our imports, gave a strong stimu
lus to the development of our indus
tries and encouraged our exports to 
the All ied Nations. The result was 
a progressively favourable balance 
of trade. After the war the posi
tion was reversed; our trade balance 
became adverse. 

Before Parti t ion, we had to 
import foodgrains to a small extent, 
but after i t , this dependence be 
came so much greater that it began 
to have a malign influence on our 
trade policy. Free India had to 
earn foreign exchange to pay for 
her food and as a result, was some
times compelled to take recourse to 
export trade along lines not condu
cive to her best interest. 

The export, of raw materials, 
especially mineral ' , which should 
have been conserved for future'  
generations, is one instance. The 
export of textiles at the cost of 
great hardship to the consumers at 
home if it was the result of deli
berate policy and not of adminis
trative bungling is another. The 
blow to the jute manufacturing 
industry and the loss of Pakistan 
cotton are other contributory fac
tors. Consequently, India had a 
str ikingly adverse balance of trade 
and had to devise means' to remedy 
the situation. This has shaped our 
recent trade policy of restricting 
imports and encouraging exports. 
The major factors in this policy 
are: 

(1) Restriction of imports of 
non-essential goods; 

(2) Encouragement to exports; 
and 

(3) Bilateral trade agreements 
wi th different countries. 

Import, and export trade control 

regulations were framed wi th these 
ends in view. In 1950, a welcome 
change appeared in India 's balance 
of trade position, due to, it is 
claimed, the above three-pronged 
policy, assisted by devaluation. 
How far the claim is justified can
not be judged without detailed 
examination pending which one 
would be reluctant to pronounce 
any opinion. Sufficient to say that 
when trade is not free and foreign 
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exchange cannot be had except 
from the Government, it is a matter 
of mere manipulation to balance 
trade, devaluation or no devalua
tion. 

Trade policy has been liberalised 
in 1951. Curtain restrictions on 
import trade have been removed 
and export trade has been further 
liberalised, following the recom
mendations of the Report Promo
tion Committee. We should say 
something about the: effect, as 
claimed on behalf of the Govern
ment, of devaluation and bilateral 
trade agreements on Indian trade. 
It is claimed that India 's exports to 
USA have considerably increased 
while her imports from USA have 
recorded a slight decline' What is 
the correct implication of this deve
lopment ? W i t h devaluation it 
means that India had to pay for 
her imports dearer, that is, India 
had to export larger quantities to 
pay for her imports. A quantita
tive examination (value not being a 
correct index of national cost in 
this particular case) of exports to 
and imports from the USA is in
dispensable to express a definite 
opinion on the matter and also a 
comparative study of the corres
ponding quantitative figures of the 
non-devaluation periods is called 
for. An examination of the terms 
of the bilateral trade wi th the var i 
ous countries (except Pakistan and 
Egypt) w i l l reveal that India has 
agreed to export raw materials in 
general against imports of goods 
mainly manufactured. It is not 
readily understandable why' these 
agreements were at al l entered into 
as raw materials are in great 
demand, agreement or no agree
ment. In the case of Pakistan, 
India 's exports, except for coal, are 
mainly manufactured goods, while 
imports from Pakistan include jute, 
cotton and other raw materials. 
In the case of Egypt , the agree
ment provides for the import , 
among other things, of rice and raw 
cotton to India. It appears that 
India's bilateral trade agreements 
wi th Egypt and Pakistan have been 
concluded on sound economic p r in 
ciples. 

We may examine briefly the 
effects of devaluation on India 's 
trade balance. W i t h effect from 
September 19, 1949, Indian rupee 
was devalued to the same extent 
as the pound sterling wi th the pro
fessed object of saving India 's 
dollar resources from depletion. 
The rupee became thus equivalent 
to 21 US cents as against the pre-
devaluation rate of 30.2250 cents. 
As the USA was principally in the 

picture, so far as dollar holding 
was concerned, let us see how Indo-

US trade shaped after devaluation. 
The relevant figures are given 
below: 

Imports of merchandise from the 
USA ... .... .... ... 

Exports of merchandise (including 
re-exports) to the USA 

Net unfavourable balance of trade. 

India 's adverse balance increas
ed f rom Rs. 7,31,68,340 in 1949-50 
to Rs. 8,01,03,530 m 1950-51. F r o m 
this it would appear that devalua
tion did not br ing the desired 
result, India had only to pay 
dearer for her imports from the 
USA and quantitatively had a 
smaller intake from that country. 
As the USA is by far the most 
important trading country in the 
dollar area, trade of India w i t h the 
USA is presumed to give a satis
factory index of her trade wi th 
other countries in the dollar area. 

As regards bilateral trade agree
ments, their aim was stated to be 
" to import mostly such articles as 
are essential to our economy, e.g., 
food grains, steel, machinery . , . 
and export as many of our commo
dities as we can, e.g., tobacco, 
shellac, coir, goods and spices . . . 
short-staple cotton and cotton tex
ti les." [The Hon'ble Minister of 
Commerce, in the Constituent As
sembly (Legislative) on February 
16, 1949.] The object was " to 
obtain from soft currency countries 
as much as possible of those essen
tial imports which she would other
wise have been compelled to obtain 
from hard currency sources," (Ad
dress of the Hon 'b le Minister to the 
Fourth Meeting of the Expor t A d v i 
sory Council , held in May 1949.) 

In the light of the above, it 
would be profitable to examine 
briefly the main features of the 
trade agreements concluded wi th the 
following among other countries: 
(l) Japan, (2) Switzerland, (3) West
ern Germany, (4) Austria, (5) Cze
choslovak Republic and (8) Yugo
slavia. At the outset we should 
point out that the first three coun
tries mentioned above do not 
belong to the soft currency area, 
contrary to the Hon'ble Minister's 
address to the Export Advisory 
Council in May, 1949. 

Japan: India to export mainly 
raw materials, such as raw cotton, 
Taw wool, iron ore; manganese ore, 
pig i ron, mica blocks, etc., and to 
import from Japan manufactured 
goods except raw silk and non-

ferrous metals; 
Switzerland: Ind ia to import 

therefrom all finished goods and 
export thereto raw materials such 
as groundnuts, manganese ore, etc., 

1949-50 1950-51 
Rs. Rs. 

87,90,12,685 115,73,22,845 

80,58,44,345 107,72,19,315 
7,31,68,340 8,01,03,530 

and hessian, the only manufactured 
commodity. 

Western Germany; Ind ia to i m 
port therefrom manufactures and 
export thereto raw materials. 

Austr ia : Ind ia to import there
from manufactured goods including 
newsprint (an essential commodity 
of which there is shortage in India) 
and export thereto mainly raw 
materials such as shellac, cotton 
short staple, animal hair, hemp, raw 
jute and raw wool, etc. 

Czechoslovak Republic: India to 
import therefrom manufactured 
goods and export thereto raw mate
rials, including shellac, mica, goat 
skins, etc. 

Yugoslavia: India to import 
therefrom maize, copper, lead (P ig ) , 
zinc white and manufactures includ
ing newsprint and export thereto 
jute manufactures, cotton textiles 
and certain raw materials. 

F rom the above i t w i l l be seen 
that India wi l l receive mainly 
manufactured goods in exchange for 
raw materials. In the case of 
Yugoslavia her position is slightly 
better as she would receive maize 
and some essential metals in ex
change for into manufactures and 
cotton textiles and certain raw 
materials. For reasons already 
stated, it appears to us that these 
agreements may not conduce to 
the best interests of the country, 

Labour Shortage R e t a r d s J u t e 
P r o d u c t i o n i n A m a z o n 

Amazon's progress towards having 
an exportable surplus of jute is be
ing retarded by excessive production 
cost. Great difficulties arc being 
experienced in harvesting and pro
cessing. About 15,000 tons of ju te 
arc harvested over an area of 37,500 
acres giving more than 2 bales per 
acre yield. This harvesting opera
t ion , however^ calls for some 50,000 
to 60,000 workers who represent 
practically the whole of the avail
able labour force. Local ju te ex
perts are advocating extensive mc-
chanisationj especially in processing 
the fibre. 
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