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the Plan had no foreign exchange 
budget has also been sought to be 
met, wi th what results has been 
examined elsewhere in this issue. 

N o t only has the Plan been con
siderably expanded, the Commission 
have been much more bold in set
t ing up and sticking to the figure for 
developmental expenditure. They 
have been f i rm and uncompromising 
in making food control the very 
foundation of the Plan. Obviously 
the Commission do not share the 
Food Minister's ideas about the 
right food policy for the country. 

T h e way the Commission view 
development as a continuing pro
cess is perhaps the most outstand
ing improvement on the Draft Out
line. One may dispute the figures 
but not the central theme that 
development is a continuing pro
cess and that unless it is related, 
through capital formation, to ex
panding national income, the Plan 
r a n never go beyond the l imi ted 
objective of a public works pro
gramme. Having set up the level 
of expenditure, the Commission 
seriously intend to work up to i t . 
Since the resources, they now envi

sage, w i l l be available leave a wide 
gap, this has raised the scare of defi
c i t financing. True , the Commission 
make it clear that they are not go
i n g to concede anything more than 

marginal adjustments ' . It does 
not follow, however, that they are 
w i l l i ng to leave the gap uncovered 
beyond the amount of sterling 
releases. For one thing, no credit 
has been taken for foreign assist
ance in the remaining period of the 
p lan beyond what has already been 
received. This is a challenge to 
those who profess their desire to 
help development in undeveloped 
countries. It may also be a bait. 
But this is a matter of poli t ical 
strategy. On the other hand the 
Commission have, quite rightly it 
would seem, not attempted to probe, 
too deeply in advance into the pos
sibilities that may arise at the later 
stages of the planning period. T h e 
development expenditure already 
incurred w i l l generate a higher level 
of incomes and may open up pos
sibilities of canalising saving in to 
productive employment, if the sys
tem of controls the Commission 
have in mind work to advantage. 

Of the gap of Rs 365 crores now 
left uncovered, it w i l l be noticed 
that the States are burdened w i t h 
very l i t t le of i t . The deficit esti
mated for the States is only Rs 67 
crores as against Rs 587 crores for 
the Centre, A n d this expenditure 
w i l l only be incurred i f the States 
are able to raise the necessary re
sources at a later stage. These two 
together make up Rs 655 crores of 
which upto Rs 290 crores, the 
amount of sterling releases, the 
Commission regard as the safe l i m i t 
to which deficit can be left un 
covered. The offsetting effect of 
sterling releases have been discussed 
ad nauseam. The case for extreme 
circumspection in the matter of 
development expenditure need not 
be argued over again. Develop-

ment contains in results of seeds of 
inflation for the obvious reason that 
while it generates money incomes 
it does not lead to a now of goods 
to set off against them except after 
the process is complete; During 
the inevitable time lag, there is risk. 
Exhortations for a slower rate of 
development are, therefore, often 
heard, both from people at home 
and abroad. But since the risks of 
not moving fast enough are even 
greater than those of going too 'ast, 
one has to choose. A n d the choice 
is made easier today when the in-
flationary pressure is less in evi
dence than when the Draft Out l ine 
was prepared. This is not to ho ld 
a b r i e f f o r deficit f i n a n c 
ing nor to suggest that the Com
mission countenance it but to uphold 
the case, to which the Commis
sion have lent all their weight and 
prestige, for firmness in setting up 
a standard for development and 
standing by i t . 

In doing this the Planning Com
mission have responded manfully 
to the widely felt urge for more 
rapid development. T h e report 
w i l l , therefore, be received w i t h 
greater enthusiasm than was the 
Draft Outl ine. But it is doubtful 
if the Report has succeeded to the 
same degree in working out the 
mechanism of the p lan and laying 
down the r ight policies for its suc
cessful implementation. Some of 
the. more important findings of the 
Report have been discussed else
where in this issue. Some others 
have necessarily to be left over for 
later discussion. If the Commission 
really expect the people to work the 
plan w i t h the same enthusiasm w i t h 
which they w i l l now accept its-
main objective, a more compact 
presentation of their case is as much 
necessary as a dear enunciation of 
the price, monetary and fiscal po l i 
cies needed for the proper work ing 
of the Plan. 

The London Prescription 

TH E R E is little that is new or 
startling in the Statement 

issued by the Commonwealth Min i s 
ters at the end of their conference 
in London. Considering the ela
borate preparations made, and the 
careful way in which the case for 
convertibili ty of the pound sterling 
had been canvassed in the UK and 
elsewhere, it seemed possible that a 
radical change in policy would be 
announced. Noth ing of that sort 
has happened and the Common
weal th Ministers have been content 
to affirm that convertibili ty as an 

integral part of an effective m u l t i 
lateral system of trade would be 
achieved by progressive stages. 
Apparently, there has been some 
agreement about policies to be 
adopted by the various countries in 
1953; but me communique issued 
has not been particularly informa
tive about the nature of the agree
ment. At any rate, it does not 
appear as if all those who had 
gathered were of one m i n d about 
attempting a quick dash to con
vert ibi l i ty. 

This was inevitable. For such a 
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course would have meant in the 
initial stages at any rate an increase 
in the strain on sterling area re
serves; and, in addition' it was not 
at ad clear when and at what level 
the pound would ultimately attain 
reasonable stability, or what the 
repercussions of a fluctuating ex
change rate would be on national 
policies. It would certainly have 
meant some unpalatable, adjust
ments in domestic policies of some 
numbers, and each of the delegates 
wor ld naturally consider t h a t 
course of action best which dis
located his country's economy or 
policy least. It may he that the 
various countries are unduly ap
prehensive of lacing a situation 
totally different from that, in the 
past and may have exaggerated 
their difficulties. But the organisa
tion of the Commonwealth being 
what, it is, these apprehensions have 
to be respected. .For each govern
ment, the immediate interests of the 
country it governs is the first con
cern; long-term viability of the 
Sterling Area comes a long-way 
behind. 

That being so, the Common
wealth Ministers could have done 
nothing more than express a pious 
hope in the ultimate achievement 
of free convertibility and trade. 
For the present, they are content 
to lay down three basic conditions; 
for such an achievement. These 
are; (a) continuing success of the 
action by sterling Commonwealth 
countries, (6) adoption of policies 
conducive to expansion of trade by 
all trading countries; and (c) the 
availability of adequate financial 
support through the I M F or other
wise. These have been repeated 
often enough and vet if one looks 
closely at them, one wonders whe
ther the Commonwealth Ministers 
are really serious. 

For the first condition amounts 
to saying that an improvement in 
the gold an 1 dollar reserves of the 
Sterling Area is a pre-requisite to 
restoration of convertibility. That 
is the main criterion of success of 
action by the sterling Common
wealth countries. And apparently, 
this has to be achieved with no more 
than minor adjustments in the pol i
cies, the countries are already fol
lowing. . . . That is to say, measures 
to reduce the strain on dollar re
serves through restriction of dollar 
imports, encouragement of exports 
to dollar markets, tighter monetary 
policy, reduced government spend
ing (to the extent possible), etc.. 
wi l l continue to be taken. To 

those unfamiliar with the way the 
minds of politicians work, all this 
presents a strange muddle. For, 
if the Sterling Area reserves 'can 
be augmented through such restric-
tionist measures, why bother about 
convertibility? If they cannot, 
where is the point laying it down 
as a necessary condition for achiev
ing convertibility? It surely is the 
height of casuistry to assume as a 
necessary condition something to 

the solution of which convertibility 
is itself supposed to contribute! 

The second condition sounds 
equally hollow. It is true that 
world trade wil l not increase unless 
policies conducive to such expan
sion are adopted by the trading 
countries. But for a solution of the 
dollar problem, the expansion of 
world trade wi l l have to be of a 
special type. It wil l have to come 
about through a larger increase in 
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the Us imports than in its exports, 
A revision in US tar i f f policy wou ld 
obviously help, and it is a point 
wh ich is continuously put up to 
Washington. But for a significant 
improvement in American pur
chases abroad, there has to be a 
change in the buying habits of the 
Americans, induced through rela
tive price or quality advantages 
offered by the foreign sellers. Once 
again, the question arises whether 
convertibility should follow increas
ed exports to the US , or increased 
exports to the dollar area result 
from rendering the pound freely  
convertible. Furthermore, the con
di t ion enunciated by the Common
wealth Ministers wou ld obviously 
apply to countries other than the 
US. That would mean that the 
prevail ing restrictions against dollar 
imports w i l l have to he removed. 
Interpreted literally, the second 
condition would mean non-discri
mination by all countries as a prior 
requisite, maintenance of ful l em
ployment outlay, etc., for only then 
could countries be considered as 
adopting policies conducive to ex
pansion of world trade. Whi le 
many have suggested convertibility 
w i t h discrimination- —and such a 
policy might have chance of success 
—few visualise a situation in which 
all restrictions against dollar imports 
w i l l have been removed. At any rate, 
the Commonwealth countries have 
first to make a success of the pol i 
cies they are fol lowing — which 
means keeping, perhaps tightening, 
the restrictions on imports from the 
dollar area. 

The first two conditions therefore 
lead us nowhere; and it is likely the 
Commonwealth Ministers intend 
them to be no more than so much 
padding. It is the t h i rd which is 
of significance, viz., the availability 

of adequate Financial support 
through the I M F or otherwise. 
Ment ioning the I M P in this con
text is paying a left-handed com
pliment to that organisation—for 
the I M F has neither the w i l l nor 
the resources to underwrite a con
vertibil i ty programme such as the 
one bruited about. It is not a tem
porary maladjustment in the balance 
of payments that the sterling area 
is t rying to correct, but a chronic 
deficit, in respect of which the I M F 
can take no action unless its re
sources arc vastly increased and its 
Articles of Agreement amended. 
The operative part of this condition 
is that resources should be provided 
otherwise -by the USA and other 
surplus countries in Europe. A n d 
it is not surprising that the Minis 
ters should propose to seek accept
ance of a plan they have drafted 
by the Governments of the US and 
European countries before making 
it public. the essence of the pro
gramme is obviously to get the U S A 
to spare enough dollars in the 
interregnum. 

The plan that is proposed to be 
put before the US Government has 
to be in the nature of a bargain. 
In return for American supply of 
dollars, the Commonwealth coun
tries w i l l have to agree to do cer
tain things—so that the Americans 
might feel that they are not asked 
to bear all the burden. But the 
Americans have their own notions 
about policies and priorities. For 
one thing, convertibili ty wi thout 
non-discrimination in imports is 
unlikely to have any appeal on the 
other side of the Atlantic . And the 
sterling area countries wi l l have to 
show clear evidence of l iv ing w i th in 
their means. W i t h the obligations 
regarding defence imposed by the 
North Atlantic Pact, countries like 

the UK will have to satisty Ame-
rican definitions of l iving with in 
ones means. Otherwise there would 
be l i t t le chance of getting Ame-
ricans to put enough d o l l a r to make 
any clearing or payments system 
work, The difficulty arises not only 
because the sterling area as a whole 
w i l l have to spend less, but because 
the sharing of the necessary cut in 
expenditure cannot easily be de
cided. Whether it w i l l have to be 
brought about by a lowering of the 
standard of life in the U K , cut t ing 
down of development expenditure 
in India and elsewhere, or reducing 
defence expenditure al lround re
mains to be decided. It is unlikely 
that this thorny question has been 
decided by the Ministers in London. 

The so-called necessary conditions 
merely pose the problems. If al l 
these are simultaneously solved, the 
problem of convertibility would 
cease to be bothersome. I f , that is 
to say, the sterling Commonwealth 
countries solve their dollar problem 
through the policies they are pur
suing, and if on top the US come 
forward with a large supply of dol
lars in one form or another, there 
would be nothing to prevent free 
convertibility of sterling! 

There is l i t t le prospect of all these 
conditions being fulfilled in the near 
future, and there is no point in 
harping upon them. It is a pity 
that, the plan of action which the 
Ministers have agreed upon is kept 
secret. Possibly there are reasons 
for such secrecy; it may be that 
several alternatives have been pro
posed for American consideration. 
.Nontheless, conviction is gaining 
ground that l i t t le w i l l be clone at 
the Commonwealth level, and it w i l l 
probably have to be each country 
for itself and devil take the h ind 
most, 

Weekly Notes 
Ceylon Emigrants' Remittances 

TH E possibility that h i g h e r 
incomes earned in a foreign 

country offer of supporting the 
family at home has always been an 
incentive for emigration. The 
latest directive of the Ceylon Ex
change Cont ro l is aimed at striking 
at the roots of this. A l l post offices 
in Ceylon have been directed by 
the Control authorities to disallow 
money remittances to sterling area 
countries, i nc lud ing ' Ind ia ; against 
passports and visas of persons 
whose authorised- period- of tempo-

rary residence in the country had 
expired. The holders of temporary 
residence permits are m a i n l y 
Indians and there are some 70,000 
of them holding permits issued by 
the Immigra t ion and Emigrat ion 
Controller. These permits allow 
holders to visit Ind ia and return to 
Ceylon, But permits in respect of 
40,000 persons have already expir
ed. Those among them who fail 
to get their passports renewed 
would be unable to send money to 
their dependents in Ind ia , and tha t 
may thus be forced to thus Ceylon 
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for good. 

This directive may also lead to 
trafficking in Indo-Ceylon pass
port. Persons whose temporary 
residence endorsements on pass
ports expired might attempt to 
obtain new passports motivated fey 
sheer necessity to support their 
dependents in Ind ia . 

No Information 

WH E N E V E R there is trouble 
in a colony, the UN f ind 

itself in a quandary. Some of the 
members wan t i t to support , the 


