
November 20, 1954 THE ECONOMIC WEEKLY 
Government w i l l give some heed to 
its recommendations, With appro
priate modifications. The Com
mittee, for instance, gives no reason 
for an average of one weaver per 
16 automatic looms. Actual ly Shri 
Kher . General Manager of Calico 
Mi l l s , Ahmedabad has suggested a 
ceiling of 8 looms per weaver' (Tex
tile Digest, July-Sept 1954) and re
tention of al l workers t i l l alterna
tive employment is found for them 
—an arrangement which would cost 
the mills only 7 annas per loom per 
shift, which cost they should be pre
pared to bear. Shri Kher 's sugges
tion merits the attention of Govern
ment, especially as it does not have 
an amateurish tinge, so apparent in 
the Committee's recommendation 
on this matter. 

For uneconomic ' mills, the Com
mittee's solution is either speedy 
l iquidat ion or amalgamation; it is 
against, an increase in loomage even 
in their case. Alternatively, it sug
gests an increase in spindleage. 
These solutions are a sound answer 
to those millowners who contend 
that their mills are uneconomic' be
cause of their small size alone, 

The principal value of the Re
port lies in its encouraging emphasis 
on the urgent need for an orderly 
change from inefficient to more 
efficient techniques of production 
without unduly disturbing the social 
fabric. There is. however, con
siderable doubt about how ' orderly ' 
this change would be in the light of 
the defects of the Committee's esti
mates unci the opposition of m i l l 
labour to almost any form of ra
tionalisation, particularly in the way 
it is presented in the Report. 

Around Calcutta Markets 

Markets Marking Time 
Wednesday, Evening 

TWO months ago, the spurt i n 
equity prices was halted. There 

was a shake-out in stock markets. 
It was welcomed as a corrective set
back. Rut as the depression con-
tinned, doubts grew whether the 
boom had come to an end. These 
doubts persist. Stock markets are 
hesitant, but recent movements do 
not indicate that investors have lost 
a l l hopes. It is, however, undeni
able that the stock markets are 
suspicious about certain developing 
events. 

As the suspense continues, the 
stock markets remain du l l . Clive 
Street has never been as du l l since 
the th i rd quarter of 1953 as it has 
been in the last fortnight. F rom the 
middle of September to the middle 
of October, equities were declining. 
Since then, the markets have be
come stagnant. Price fluctuations 
are narrow. The volume of busi
ness is small. Deliveries are neglig
ible. For about a month, the 
markets have remained inactive at 
around unchanged levels. 

There are many reasons for 
market inactivity. There is appre
hension about the. recommendations 
of the 'Taxation Inqui ry Commission. 
Informed opinion doubts whether 
there is scope for any further rise in 
direct taxation. But investors cite 
the Finance Minister's observations 
before the National Development 
Council as clues to the shape of 
things to come. In recent weeks, 
there has been repeated stress in 
official pronouncements about the 
need for further mobilisation of re
sources. 

Tax Fears 
Clive Street is now discussing 

whether the Commission wi l l re
commend a tax on capitalisation of 
reserves. In the last year, many 
companies in Calcutta have capita
lised their reserves through issues of 
bonus shares. Whether or not this 
is a suitable form of direct taxation, 
the fact remains that the process 
seems to be almost over, Cl ive 
Street is inclined to the view that 
there are not many companies left 
who are contemplating issues of 
bonus shares. 'This does not, of 
course, mean that any such recom
mendation by the Commission w i l l 
not have a " bearish " effect on the 
market. 

So much is being discussed about 
the Taxation Inqui ry Commission 

that it is necessary to examine the 
problem in its proper perspective. 
It is clear that the level of direct 
taxation cannot be l o w e r e d 
There is scope for minor readjust
ments in the system of direct taxa
tion. But a further rise may seri
ously affect the tentative proposals 
for expansion in the private sector 
dur ing the duration of the second 
Five-Year Plan. On the other hand, 
it w i l l be agreed that there is need 
for further mobilisation of resources 
by the States in particular. These 
factors indicate that the total tax 
burden may have to be increased, 
but that there may not be any ma
terial change in the level of direct 
taxation as a result of the recom
mendations of the- Taxat ion Inqui ry 
Commission. 

If the fears about the recommen
dations of the Taxat ion Inqui ry 
Commission seem exaggerated, 
Pandit Nehru's stress on the gradual 
socialisation of the economy is not 
likely to have any permanent effect 
on stock markets. It has had its 
impact on markets. But, as time 
passes, the stock markets w i l l come 
to realise that Panditji is not oppos
ed to expansion in. the private sector. 
So far as stock markets are concern
ed, it is far more significant that 
Pandit Nehru concedes that the 
private sector should have reason
able freedom to function w i th in the 
spheres in which it wi l l be allowed 
to operate. 

Policy Contradictons 
Apar t from this wider issue, stock 

markets are disturbed over the con
tradictory trends in New Delhi's 
policy announcements. On the one 
hand, there are talks about the com
parative importance of the private 
sector in the second Plan. Prospects 
for increased bank credits to indus
try are being explored. Plans for 
the formation of a Development 
Finance Corporation, w i th the help 
of the Wor ld Bank and of I nd i an 
and foreign capitalists, are well 
under way. Industry is being re
peatedly assured that i t w i l l be 
given scope and opportunities to 
develop dur ing the next five years. 
These are welcome developments. 
It was in anticipation of these events 
that stock markets were moving up 
u n t i l two months ago. 

There are, on the other hand, 
indications that the Government is 
th inking of further expansion in the 
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publ ic sector of the economy. It is 
clear that public expenditure' w i l l 
have to be appreciably stepped-up in 
the next sixteen months in order to 
reach the scheduled targets. Such 
a heavy increase in public expend-
ture, and the volume of deficit 
financing that i t envisages, are tlli
strongest '' bul l " factors for stock 
markets in the immediate futuic. 
But industry is, at the same time, 
apprehensive that if public expendi
ture is to be increased further during 
the second Five-Year Plan, there 
may not be enough resources left for 
it to exploit and expand. 

Article 31 
Superimposed over these seemingly 

contradictory trends in the Govern
ment's proposed economic plans is 
its proposal to amend Article 31 of 
the Consti tution. This , and the 
threat of nationalisation, implied in 
Pandit Nehru's recent pronounce
ments and in the reported revision 
of the Government's industrial policy, 
are causing much more perplexity 
in stock markets than the fears about 
the recommendations of the Taxa
tion Inquiry Commission. These 
policy contradictions are reflected in 
the. prevailing stagnant phase of 
stock markets. Before the shape of 
things to come become more clear, 
the stock markets are not likely to 
develop a decisive trend. 

Last week's tea auction prices in 
Calcutta had a depressing effect on 
l e a shares. After continued im
provements in the last few months, 
the average auction prices developed 
a slightly easy trend last week. This 
was not unexpected. But it created 
a " bearish " feeling on Clive Street, 
which was already under " bearish " 
influences. Tea shares receded on 
the ground that, if tea auction prices 
declined, the industry's earnings and 
profits would be affected, and that 
current dividend expectations would, 
then ; not materialist". 

This week's auction prices are less 
discouraging. Both internal and ex
port demands remain strong. Al te r 
a slight fall last week, the average 
export prices seem to have steadied-
up because of continued export 
demand. There is no indication of 
any weakening of internal demand, 
although average internal auction 
prices remain lower than in the 
recent past. As arrivals of tea i m 
prove as the season progresses, the 
auction prices may develop slight 
weakness. This is not unnatural . 
Notwithstanding a slight easiness in 
auction prices, the future of the tea 
industry is not unpromising. On ly 

if the wider trend remains " bearish " 
can such an expected event have a 
" bearish ", effect on Tea shares. 

Equities Stagnant 
It is unfortunate that the conjunc

ture of events is preventing a rise in 
Jute shares. In spite of the slight 
drop in raw jute prices, raw jute 

'remains steady in anticipation of 
increased consumption. Jute goods 
prices continue, to be steady to firm 
in expectation of overseas demand. 
Jute goods have remained f i rm for 
such a long time now that the i m 
provement can no longer be regard
ed as mainly speculative. These 
developments are encouraging for 
Jute shares. 

Indian I ron are hovering wi th in 
narrow limits, as the operators are 
taking time to come to a decision 
about the future of the market. As 

Ind ian I r o n remain stagnant, the 
Miscellaneous and Engineering 
shares continue to be du l l and quiet. 
Clive Street is now arguing that as 
long as these groups of shares re
main inactive, the 'market as a 
whole cannot move up. 

Equities may not move up unless 
the prevailing uncertainties are 
clarified. But, while the market is 
in a despondent mood, it is neces
sary to emphasise that the selling 
pressure has subsided long ago. If 
the Taxat ion Inquiry Commission 
recommends any further increase in 
direct taxation, or if the Govern
ment decides to expand the public 
sector to such limits as to affect the 
private sector, equities w i l l develop 
a downward trend. But the stock 
markets are likely to rebound up
ward if these apprehensions prove 
false or exaggerated. 
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