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Withdrawals from Foreign 
Balances 

(Rs crores) 

* for two weeks only 

wards has continued uninterrupted 
t i l l now. Accretions during the 
months of February and March 1957 
and the very small decline in June 
were the consequence of the transfer 
of the I M F credits to India of 
Rs 29 crores, 32 crores and 34 crores 
respectively during these months. 
Similarly, it may he noted that the 
wihtdrawal by Burma in August of 
the loan of Rs 10 crores granted 
to her by India exaggerated the loss 
of foreign exchange during the 
month. If allowance is made for 
the sharp drop of Rs 9 crores in 
the book value of sterling securities 
following the increase in the Bank 
Rate in the U K, comparatively 
speaking, the withdrawals from the 
foreign exchange reserves have been 
smaller in September and the trend 
in October also continues to be hope
ful. 

It is difficult to say how far this 
fall in the rate of decline in foreign 
exchange balances Is the result of 
the austere policy of import trade 
control adopted in July las t Firs t 
a sufficient time must elapse before 
a restrictive policy is reflected in the 
actual volume of imports and sec
ondly, when restrictions on imports 
were clamped in July, it was report
ed that unutilised licences of the 
value of Rs 435 crores were st i l l 
outstanding. In any case, five or six 
six weeks is too short a period to 
provide any worthwhile indication 
of a change in the trend which has 
prevailed over a year and a half. It 
may, however, be. reasonable to as
sume that as the foreign trade 
policy for the six-monthly period 
ending March 1958, which has now 
been announced, reinforces the 
stringent policy which was in force 
during the last three months, the 
rate of withdrawals would not be as 
heavy as it has been in the first 18 
months of the Plan. * 

Two T's 
TOBACCO and taxes seem to go 

together. The Chairman of the 
Imperial Tobacco Company, Mr G 
H J Clarke, in his speech at Its 
recent Annual General Meeting 
complained that the tobacco indus
t r y has been made to bear a heavy 
burden of taxation in recent years. 
He had particularly in mind the 
Central Excise Duty and the Sales 
Taxes levied by the States on 
tobacco and tobacco products. In 
his view the suggestion to centra
lise taxation of tobacco along wi th 
other articles of nation-wide con
sumption would be a welcome step, 
A step in that direction would be 
helpful to the tobacco industry be
cause in so far as the manufacturers 
of tobacco products in India are 
concerned their competitive position 
being one of oligopoly, the few 
manufacturers who control the in
dustry throughout the country would 
be in a better position to relate their 
business policies according to chan
ges In taxation if there are not many 
governmental agencies in the coun
try entitled to levy taxes on their 
products. 

Another interesting point made by 
Mr Clarke Is that although the 
volume of sales continues to increase 
the consumer is turning increasingly 
to less expensive brands. Although 
he does not say it , he does seem to 
fear that in case tobacco products 
come in for sti l l further taxation the 
above trend might lead the consum
ers to turn away from cigarettes to 
bidis or even to hookah. This is a 
matter which even the tax authori
ties cannot afford to ignore because 
a switch over to bidls or hookah 
might make tax collection a hazar
dous job. 
Whither Prices ? 
A F T E R an almost continuous 

rise since November 1955, prices 
reached a peak in the first week of 
August but appear to have started 
receding since then. The all-India 
commodities wholesale price index 
(1952-53) which had arisen from 
90.6 in October 1955 to 113.1 in the 
first week of August 1957, declined 
to 109.8 at the end of September 
1957. Food and Industrial raw 
materials prices appear to mainly 
account for this recent downward 
trend in prices. The price index 
of food has dropped by nearly 5 
points from 113.5 in the beginning 
of August to 108.7. The role play
ed by the Reserve Bank's credit 
squeeze in this price decline cannot 

be fully estimated t i l l the final 
breakdown of bank advances 
against various commodities be-
comes available. Without meaning 
to belittle the achievements of the 
credit squeeze (which seems to have 
worked quite effectively if one goes 
by the decline achieved in the total 
bank advances since June last the 
decline has been of the order of 
Rs 90 crores), it may be stressed 
that a 'dip' in the food prices at this 
time of the year is rather to be ex
pected. It wi l l be recalled that last 
year also there was a fall of about 
3 points in September ay compared 
to August, but the upward trend 
again set in by November. Hence 
this fall of 5 points in the food 
prices affords no cause for jubi l l -
t.ion. Whether this fall w i l l con
tinue or not depends to a large ex
tent on the Government's ability to 
prevent undue accumulation of food 
stocks a phenomenon which was 
particularly responsible for the rise 
in food prices during the past twelve 
months or so. 

The prices of industrial raw ma
terials also registered a decline in 
the last two months. The price 
index in their case has gone down 
from 122.3 in the first week of 
August to 116.1 in the last week of 
September. Both the higher pro
duction of cotton, jute and oilseeds 
and the credit squeeze seem to 
have brought about this price de
cline. The price of cotton yarn has 
also been falling- presumably be
cause of the accumulation of stocks 
wi th mills and greater competition 
from synthetic fibres. This fall is 
reflected in the downward trend in 
the price index of intermedlate pro
ducts. As against this trend, 
the price index of liquor and to
bacco has gone up from 92.0 to 94.3 
during the last two months. This 
is perhaps to be explained by rising 
taxation and import restrictions. 
The prices of finished articles have 
remained more or less stable, which 
means that the fall in raw material 
prices has yet to have its Impact 
on the prices of manufactured com
modities. Rut the prospect is one 
of decline. Whatever the fall in 
prices of domestic products how
ever, the economy wil l have to con
tend from now onwards with the 
rise on the other hand, In prices of 
foreign goods which have come 
within the purview of recent import 
restrictions and also of those do
mestic goods which would face less 
foreign competition now than be
fore. 
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