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The Troublesome Surplus 

AD D R E S S I N G the Annual General Meet ing of the Delhi Chamber 
of Commerce, Shri D P Karmarkar observed cautiously that the 

present balance of payments position was fairly satisfactory. To some 
this might look like a masterly understatement. For between July 1952 
and March 1953, the balance of payments current account showed a 
surplus of over Rs 60 crores. May be that is not a large sum; but the 
fact remains that it has been achieved despite an adverse movement 
in the terms of trade. Why then belittle the achievement by being so 
lukewarm about it? 

But the matter is not so simple. For it is not only the surplus 
that counts, but the manner in which it has been achieved. In the 
past twelve months or so, we have not sold to others anything more 
than we did formerly. On the contrary, we have exported less than 
in earlier years. Tha t we have had a surplus at all is due to the fact 
that we have bought much less from the rest of the world. Both 
private and Government imports have fallen sharply, and this has more 
than counterbalanced the loss in export earnings. While our foreign 
exchange reserves have gone up, the total volume of our transactions 
w i t h the rest of the world has gone down, and this is a matter for 
serious concern. 

So far as the exports side is concerned, the seriousness of the 
position is fairly widely recognised. Most export restrictions have been 
withdrawn, and export duties have been drastically reduced w i th a 
view to encouraging foreign off-take of Indian goods. But these mea
sures have not led to any spectacular change in the volume or pattern 
of exports. To say that is not to blame the Government, since Govern
ment policy in regard to exports can, in the very nature of things, be 
more effective when the need is to reduce exports than when it is 
necessary to increase them. However wi l l ing one might be to sell, 
there w i l l be no sales unless other countries are eager to buy and there 
is no serious competition f rom th i rd countries. What the Government 
can do, therefore, is to offer facilities for export and to keep on exhort
ing exporters to reduce their costs, improve the quality of their goods, 
try to exploit new markets, in general, increase sales-pressure through 
various means. A n d that is about all that Shri Karmarkar does. 

But on the imports side, the position is different. When imports 
fall, the question arises whether or not it was brought about by deli
berate policy. In the past year, there was, if anything, a move to 
liberalise private imports and it cannot be maintained that the diminu
tion was planned. True, food imports were curtailed on Shri Kidwai 's 
assurance that all was well, or at least all was going to be well after 
decontrol. T rue also that the large imports of raw cotton in the first 
half of 1952 made it possible for output to be maintained later on 
through a draft on stocks. But there were also indications of import 
licences not being fully utilised, and of the slack in some export indus
tries affecting raw material imports. A substantial portion of the fall 
was probably unplanned or unexpected. 

It is not clear if this is what is worrying Shri Karmarkar. It 
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should worry the Government and 
the Planning Commission, at any 
rate,, because of what it implies. For, 
on the one side, a fall in imports 
may be a reflection of the general 
slack in economic activity, appearing 
menacingly in the form of unemploy
ment; and, on the other, it is bound 
to weaken the case for external 
assistance. 

This is where the real difficulty 
arises in regard to the precise signi
ficance of the fall in imports. Wi t h 
the progress of the Plan and wi th 
the favourable monsoon this year, 
agricultural production might turn 
out to be larger, though not as large 
as Shri K i d w a i promises. A n d this 
might reduce the need for imports 
—or, at any rate, prevent it from 
increasing, despite the running down 
of stocks. In that case, in order to 
manage an import surplus as envisag
ed by the Planning Commission, 
either imports of a variety of goods 
which are considered non-essential 
at present wil l have to be allowed; 
or conditions in which private im
porters wil l absorb a larger volume 
of capital goods w i l l have to be 
created; or, finally, our export earn
ings must fall even further. 

Quite obviously, our import sur
plus made possible by a further fall 
in exports does not lead to progress 
or stability. It is therefore in terms 
of the other two that future policy 
w i l l have to be thought out. But 

these also raise a number of diffi
culties. To import merely for the 
lake of widening the gulf between 
external payments and receipts is 
the very negation of planning. I m 
ports of goods not directly required 
for the development programme can 
be justified only to a l imited extent. 
They should be such as to achieve 
in one way or another a release of 
some additional resources for deve
lopment purposes. Otherwise it 
would merely amount to increasing 
consumption without benefitting pre
sent or future production in the 
country substantially. We might 
then have a buying spree, if other 
countries are generous enough to 
give us the foreign exchange. But 
wo would be in much the same diffi-
ruhv as at present at the end of i t . 

It is, however, possible that a 
spree of this sort could be encourag
ed through a process of reflation. 
But w i th unemployment on the i n 
crease, any reflationary policy wi l l 
have to be directed towards creating 
a demand for domestic goods rather 
than imports. I b i s is in fact being 
urged upon the Government by the 
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sponsors of the ' Buy Swadeshi' 
movement; and Shri Karmarkar 
has, apparently, given his blessing to 
that movement. He has pleaded for 
greater encouragement to indigen
ous products and has pointed out 
that the Government's policy is 10 
prefer the domestic product wher
ever there is a choice. 

It can be argued that the " B u y 
Swadeshi " movement w i l l ultimately 
lead to greater prosperity for domes
tic industry and consequently great
er incomes and imports. In any 
event, it would be foolishness to 
suggest that our import surplus 
should be achieved at the cost of 
domestic industry. Tha t is not the 
point at all. What is at issue is 
whether under present conditions, 
when several domestic industries are 

O b s t a c l e s t o Peace 

WH E N the General Assembly 
of the United Nations was not 

in session, two significant develop
ments happened. America conclud
ed a treaty wi th South Korea, which 
entitled America to station troops in 
and around the peninsula. Under 
America's instigation, the sixteen 
nations who have fought the war in 
Korea on behalf of the Uni ted 
Nations issued a declaration that if 
the Communists revived aggression 
it would be met wi th renewed col
lective resistance that, in the event, 
it might not be possible to confine 
the war to Korea. 

In Britain, the 16-nation declara
tion created a furore. It was regard
ed as another surrender by Britain 
to America during the absence of 
Sir Winston Churchil l due to his 
illness. Though the British Govern
ment argued that the Opposition 
was unjust in taking it to task for 
an alleged commitment which was 
never made, M Vyshinsky has 
seized the opportunity provided by 
the debate on membership of the 
Political Conference to be held in 
Korea to retort that if American 
machinations led to renewed fight
ing in Korea it might provoke a 
world conflagration. Moscow was, 
apparently, wait ing for a suitable 
opportunity to pay America back in 
her own coin. M Vyshinsky has 
issued a counter-threat to the threat 
included in the 16-nation declara
tion. 

This may be a typical reflection 
of the " cold-war " in diplomacy. 
But the debate on the membership 
of the Korean Political Committee 

languishing and unemployment is 
increasing, we can think in terms of 
the targets for imports set by the 
Planning Commission. The Plan
ning Commission envisages balance 
of payments deficits of the order of 
Rs 180-200 crores per year in the 
remaining period of the Plan. But 
as things stand, it seems very un
likely that such deficits wi l l appear 
unless conditions very near inflation 
are created. In that event, imports 
might increase and exports fa i l , w i th 
out employment in the export i n 
dustries falling. But then the Five-
Year Plan wi l l certainly go to pieces. 
The present position in regard to 
India's international transactions 
adds one more inconvenient bit to 
the confusing picture facing the 
planners in this country. 

has shown up not only the differ
ences between America and her 
allies on Far Eastern problems. It 
also emphasises America's strategy 
of the " cold war ". Even as Ame
rica accuses the Communists of 
secret intentions to renew the war 
in Korea, M Vyshinsky retorts that 
America and South Korea are plan
ning to sabotage the Korean Politi
cal Conference so that they cam 
start a new war. These accusations 
and counter-accusations are not en
dorsed by any of the member-States. 
But the responsible and peace-loving 
member-States do not approve of the 
American approach to the problem 
of composition of the Korean Poli
tical Conference. 

Bri tain has taken the lead in op
posing America's attitude to the 
membership of the Political Confer
ence. There arc reasons for this 
open rif t between America and 
Britain. Bermuda had to be can
celled because of Sir Winston's i l l 
ness. " L i t t l e Bermuda" was con
vened. Dur ing " L i t t l e Bermuda ", 
Mr Dulles, had his way. Tha t was 
how Sir Winston's proposal for a 
" parley at the summit " was v i r tu 
ally abandoned. In Korea, the 
signing of the armistice encouraged 
the hope that peace would return 
to the war-torn peninsula. But the 
Rhee-Dulles mutual security pact 
deepened suspicions about America's 
Far Eastern policies. W i t h Sir Win 
ston back again at the helm of 
affairs, he is belatedly trying to regain 
diplomatic ground lost by Bri tain 
during his absence due to illness. 


