
O c t o b e r 5, 1957 

EDITORIALS 

The Tightening Screw .. 1275 

France at the Crossroads .. 1276 

W E E K L Y NOTES 
New Deal for the Nagas— 

Community Development — 
Government as Milch Cow— 
More Power for Bombay 
Suburbs — Rehabilitating 
Beggars — Research in 
Industry — Wor ld Bank 
Team on Ports .. 1278 

A CALCUTTA D I A R Y 
The Unhonouring and "The 

Undefeated" .. 1281 

F R O M T H E LONDON E N D 
Reactions to Higher Bank 

Rate .. 1283 

BOOK R E V I E W 

plural Malaysia 
—R K Hazarl .. 1285 

SPECIAL ARTICLES 

The Bombay Municipal Strike: 
A Study in Political Unionism 
— S D Punekar . . 1290 

Kashmir's Second Five Year 
Plan: An Appraisal 
—Posha .. 1299 

FROM T H E CHAIR 
The Imperial Tobacco Com

pany of India Limi ted .. 1293 

Industrial Finance Corporation 
of India .. 1295 

AROUND BOMBAY MARKETS 

Listless Trading .. 1302 

AROUND CALCUTTA MARKETS 

Foreign Exchange and the 
Plan . .. 1303 

CURRENT STATISTICS .. 1304 

(Established January 1949) 

V o l u m e I X — N o . 4 0 Price 50 Naye Paise 

The Tightening Screw 
E V E N though the Plan has been cut down by about 12 per cent the 

hazards which it continues to face are of no mean proportions. 
Even in its watered down form the Plan is estimated to involve a bal
ance of payments deficit of a far higher order than was estimated when 
the Plan was drawn up. The latest official estimate puts the l ikely order 
of this deficit over the entire Plan period at Rs 1,600 crores, which is 
in excess of the original Plan estimate by Rs 500 crores. Further, It 
is not only In the estimation of the overall deficit that the original cal-
culations of our planners went wrong but even the phasing of this deficit 
over time has also come to be very different f rom the course it was 
originally expected to follow. 

According to the Plan, the year 1958-59 was expected to have the 
largest deficit in our balance of payments. The deficit was to be of 
the order of Rs 347 crores. But in the very first year of the Plan, i e, 
1956-57, the deficit (after excluding official donations) very nearly 
approached the figure set for the 'hump' year. As for the current year, 
the figures in respect of the months gone by have given cause for much 
concern because the pace at which the deficit has been piling up during 
these months, were it allowed to continue, it would easily have 
exceeded Rs 450 crores by the end of the year. Apart from the fact 
that a deficit of this magnitude would deplete our reserves to a point at 
which they may be far from adequate, it also raised a suspicion that 
even the latest calculation of the order of our foreign exchange require
ments might have to be revised upward very soon. 

Assuming that of the external assistance promised so far for the 
entire Plan period about Rs 150 crores could be drawn upon in 1957-58, 
the balance of the deficit would have naturally involved a drawing down 
of the sterling balances which stood at Rs 529 crores in Apri l , 1957. In 
fact, this is what has actually taken place in the past six months. The 
sterling balances have been drawn down by Rs 168 crores during the 
period. If the process were to be allowed to continue, the balances at the 
close of 1957-58 would have been around Rs 200 crores. Now, the exchange 
reserve of this order, even when one takes account of the gold held by 
the Reserve Bank, cannot be regarded as adequate either in terms of 
the foreign exchange requirements of the Plan over the rest of its period 
or in the context of the existing climate of opinion abroad as regards 
the strength of the rupee. 

Viewed in the above context the latest instalment of cuts in im
ports, however drastic it may have been in its impact on some of the 
items of import, was simply unavoidable. The rapid pace at which the 
drain had started taking place, if allowed to go unrestrained, would 
even have reflected adversely on our resolution to go it alone with the 
Plan if no further external assistance were forthcoming, it would not 
be inappropriate to say here that those who are critical of the Prime 
Minister and others who have lately been affirming the Government's, 
and the country's for that matter, resolve to execute the Plan, wi th or 
without foreign aid, overlook that the type of assistance sought by 
this country being one without any political strings attached to it can 
be attracted most by parties which are intr insically solvent. Our deter
mination to go it alone, if necessary, indicates our fa i th in the basically 
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solvent character of our economy 
and the latest cuts in Imports are 
an evidence of what we are capable 
of doing to uphold the economy. 
Hence, the two are complementary 
in nature. The latter step, besides 
other changes, provides sufficient 
evidence of the determination of the 
Indian authorities to maintain the 
external value of the rupee—an 
assurance which has got to be there 
in order to attract private invest-
ment from abroad. 

The question that still remains to 
be answered is: how far would the 
restraints on imports now introduced 
go in restoring .some sort of balance 
in our balance of payments keeping 
in view the order of foreign ex
change needs of the Plan over the 
remaining years? If one goes by the 
official estimate of the likely order 
of saving to result from the new 
restraints, the deficit in the balance 
of payments on current account in 
1957-58 may now be around Rs 350 
crores instead of Rs 450 crores. As
suming further that these restric
tions would be continued beyond 
March 195ft, the order of saving 
might gradually become larger than 
in the current six months as the 
licenses brought forward from the 
pre-restriction period expired. On 
this basis the deficit on current ac
count in the remaining three years 
of the Plan may be in the region of 
Rs 850 900 crores. To offset this 
deficit there should be available 
about Rs 300 crores of the external 
assistance already promised and 
about Rs 100 crores from the sterl
ing balances, leaving an uncovered 
gap of Rs 450—500 crores. This is 
lower than the figure of Rs 700 
crores given to us last month by 
Shri Nanda, the Planning Minister, 
while indicating the foreign exchange 
gap for the remaining part of the 
Plan. 

The gap in resources wi l l no doubt 
be narrowed provided the import 
policy just announced is adhered to 
throughout the remaining Plan-
period. But what remains of the 
gap after taking credit for the sav
ing on this score is of no small 
dimension. The dimension of the 
gap, however, w i l l not now be so 
large as to frighten away the would-
be creditors of India. In this res
pect the new import policy should 
strengthen the hand of the Finance 
Minister who Is now in the thick 
of the Second round of his talks In 
the USA in impressing the Ameri
can business circles wi th the serious

ness w i t h which this country intends 
to pursue her development program
mes. On his return Journey via 
London, the Finance Minister w i l l 
now be able to convince the Bri t ish 
Chancellor of India's sincere efforts 
to check the recent drain on the ster
l ing reserves and thereby help in 
strengthening the sterling although 
the recent rise In the Bri t ish Bank 
Rate would be doing exactly the 
opposite to the Indian Rupee. 

One thing, however, is clear: 
it would be wrong to imagine that 
import policy w i l l admit of any 
relaxation in the next few years. The 
hardships that are likely to ensue 
as a consequence of the latest cuts 
are likely to be, In some cases, 
especially genuine and widespread. 

A n d it is not so certain i f , apart 
from a vaguely worded warning to 
importers against a rise in the prices 
of the articles whose import has 
been banned or reduced, the Govern
ment has prepared itself to meet 
the situation. Take the case of razor 
blades. Now that their import has 
been completely banned, what are 
the steps being taken to ensure that 
the indigenous supply is adequate to 
meet the total demand for blades 
in the country? Here Is an oppor
tuni ty for the local manufacturers 
to establish themselves and the Gov
ernment can do a lot in promoting 
such expansion and not only for 
manufacture of razor blades but also 
such items as watches, fountain 
pens, crockery, glassware etc. 

France at the Crossroads 
SINCE the war, France has been 

governed by coalition govern
ments. In post-war France, the 
fal l of a coalition government, it 
has been remarked, is engineered so 
that Paris can change Its policy on 
crucial issues without loss of 
face. There are Instances in sup
port of this trend in recent French 
politics. For some years after the 
War, Socialists combined wi th all 
shades of right-wing parties to keep 
Communists and Gaullists out of 
power. Wi th the attainment of this 
objective, the initiative to form 
coalition cabinets was wrested by 
right-wing parties to the discom
fiture of Socialists. But these par
ties have shown flexibility in yield
ing ground to parties of the Left 
as and when occasions demanded i t . 
This political trend continued until 
M Mendes-France's open challenge 
to parties of the Right. M Mendes-
France was not unsuccessful. Since 
his first bid for power, the French 
coalition cabinets have been com
posed of Leftist and near-Leftist 
parties, although he himself has 
been a vict im of the successful 
challenge. Does the fal l of M Bour-
ges-Maunoury's coalition govern
ment of Leftist and near-Leftist 
parties indicate a renewed bid for 
power by right-wing parties? Or, 
does it presage a second bid for 
power by M Mendes-France? 

Some time must elapse before the 
future political trend becomes 
clear. At the moment, the situation 
remains fluid. It has remained so 
since the emergence of the Algerian 
crisis. In retrospect, i t would seem 
that r ight-wing parties have bene

fited from M Mollers mistakes. 
There is the other side of the coin. 
M Mollet and his Socialists seem to 
take pride in outmanoeuvring the 
r ight-wing parties. These latter 
parties have prefected a tactic of 
stooping to conquer. On more than 
one occasion, these parties have 
tolerated the emergence of a Leftist 
politician or a party only to je t t i 
son him or it after the solution 
of the crisis. This explains M 
Mendes-France's earlier rise and 
fa l l . M Mendes-France could not 
remain in power as both Socialists 
and r ight-wing parties became sus
picious of his growing popularity. 
It was at this stage that the Socia
lists emerged, for the first time in 
postwar France, as the -Par ty in 
power. Some are inclined to think 
that M Mollet lost a glorious oppor
tunity for his Party by his hostile 
attitude to the Algerian problem. M 
Mollet might retort that he did 
not want to fall Into the trap laid 
for h im by r ight-wing parties. M 
Mollet is, perhaps, too committed 
on the Algerian issue to plead this 
argument in his defence. But he, 
the leader of the Socialist Party, 
can claim to have emerged as the 
Cabinet-maker in France. He and 
his Party are now in a position to 
make and unmake governments ex
cept those formed exclusively by 
right-wing parties. 

At this Juncture, it is interesting 
to speculate about the conflicting 
pulls which have ousted M Bourges-
Maunoury from power. Both M 
Mendes-France and M Jacques Sou-
'stelle, General de Gaulle's former 
lieutenant, seem to be contending 
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