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First Year of State Trading 
THE first year of the State Trading Corporation's existence has been 

one of controversy. When the State Trading Corporation was ush
ered in, the Idea was that the Corporation would be concerned primarily 
wi th the development of trade relations wi th countries where foreign 
trade is in the hands of state monopolies, and that it would be to the 
benefit of the country if gains w i th such monopoly institutions were 
settled by an equally strong institute on the Indian side. Also, that 
it would be possible to work out wi th such countries such arrangements 
of mutual trading as would reduce strain on India's balance of payments. 

Of course, the scope of activities outlined for the Corporation in its 
Memorandum of Association was much wider. According to the Memo
randum, the Corporation was established "to organise and effect exports 
from and import into India of a l l such goods and commodities as the 
Company may from time to time determine and to do all such other things 
as are incidental or conducive" thereto. But the Government did t ry to 
persuade private trading interests that it was not its intention that the 
Corporation should make inroads Into trading spheres which were already 
being adequately handled by the private trade. On the other hand, the 
Corporation was supposed to seek out new opportunities with a view to 
building up the country's foreign trade In new markets and in items not 
adequately traded so far. 

Soon after the establishment of the Corporation, however, it was 
decided by Government that the export of manganese and iron ores should 
bo progressivly canalised through the State Trading Corporation because 
the Government considered the existing trading mechanism quite inade
quate to cope wi th certain important developments relating to the export 
of ores, and that it was necessary for the Government to play a more 
positive role to overcome the obstacles in the way of augmenting foreign 
exchange earnings from the export of ores. Still, the private trading 
interests were assured that the Corporation would, in fulfilling its res
ponsibilities, rely mainly on the mining interests in the country and use 
the existing trading mechanism to the extent practicable. 

This announcement of the Government regarding state trading in 
ores and also the one immediately following that entrusting the Cor
poration with the task of acquiring cement from manufacturers, import
ing it from abroad, and distributing within the country the entire in
digenous and imported cement at an equalised price did raise serious 
doubts about the ultimate intentions of the Government regarding the 
role of private trade in the economy. Fears were generally expressed that 
the State Trading Corporation was intended to take over the entire 
foreign trade, and. in some cases, even the distributive functions within the 
country, in spite of the professed policy of the Government to supplement, 
wherever, possible, but not to supplant existing enterprises. While these 
fears were no doubt exaggerated, there can be little argument about the 
fact that the State Trading Corporation has, wi th in the very first year of 
its existence, come to assume a role which was, perhaps, not conceived for 
it by the Government itself when the idea of setting up this Corporation 
was first broached or even when it actually matured. 

According to its first Annual Report, the Corporation has, as far as 
possible, been using the e x i t i n g channels and agencies of the trade. 
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Direct trading, says the Report, 
has been restricted to only some 
transactions. For instance, the 
ores sold to foreign buyers were 
procured, stocked and shipped by 
the Corporation itself, and soda 
ash and caustic soda were bought 
and imported by the Corporation 
for sale through its own selling 
agents. Even in this restricted 
area, the approach was pragmatic 
rather than doctrinaire. In the 
case of manganese ore, for exam
ple, joint sales programmes are 
stated to have been worked out 
wi th principal producers. 

In a number of cases, the Cor
poration entered into contracts 
for purchase or sale but deliveries 
of consignments for export, and 
the handling and distribution of 
imported goods were looked after 
by the Corporation's business as
sociates. In fact, the Corporation 
claims to have even brought to
gether buyers and sellers and as
sisted them in entering into and 
implementing business contracts 

, and also used its good offices to 
settle disputes amicably. 

Also the Corporation has assisted 
Government Departments and indus
t r ia l entrepreneurs to procure 
essential plant and machinery on 
economical terms and producers 
of shoes and woollen fabrics have 
been enabled to organise produc
tion for exports. 

A. welcome feature of the Cor
poration's achievements in the 
past one year was the conclusion 
of l ink arrangements whereby im
ports of essential Items are linked 
wi th exports of Indian manufact
ures wi th East Germany, Viet 
Nam, Hungary and Egypt. Such 
arrangements are beneficial to the 
country because thereby the coun
t ry is assured of the supply of 
essential items of import like 
textile machinery from East Ger
many, and rice from Viet Nam in 
return for new exports. Also, 
these arrangements not only do 
not go against the businessmen 
and business organisations in the 
country, on the contrary, as is 
r ightly claimed by the Corporation, 
reasonable new opportunities would 
become available to them for parti
cipation in linked transactions. 

As for the Corporation's success 
in exploring . new markets for 
Indian goods, its achievement has 
not at all been disappointing. Be
sides entering into firm contracts 

for sale last year of 2.8 mil l ion 
tons of iron ore, the Corporation 
has also entered into a long term 
arrangement w i t h the Japanese 
steel mills providing for the sale of 
7.2 million tons of iron ore spread 
over a period of 5 years. 

Recent talks w i t h the Japanese 
purchase mission were reported 
to have indicated scope for fur
ther expansion of iron ore exports 
to Japan over the next few years. 
Substantial quantities of iron ore 
have also been contracted for 
with Czechoslovakia, Poland, Yugo
slavia and Hungary, in addition 
to the contract for the sale of 
175,000 tons, to I taly. I ron ore 
exports to the above East Euro
pean countries have not figured 
prominently in the past and as 
far as I ta ly is concerned It is 
vir tual ly a , new market for iron 
ore. 

A small beginning is also 
stated to have been made in re
spect of chrome ore by concluding 
a contract for the sale of 6,400 tons 
to China. Negotiations for the 
sale of larger quantities to tradi
tional and non-traditional buyers 
arc said to be in progress. As for 
the exports of manufactured goods. 
the Corporation does not claim 
to have achieved more than "only 
a l imited measure of success". 
But it has been able to create a 
market for Indian handicrafts in 
U S S R and Czechoslovakia and 
sell salt to Indonesia, gunnies and 
sarin hemp to Viet Nam, tea to 
East Germany and coffee to Soviet 
Union as well as East Germany. 
New markets have also been 
found for shoes arid woollen 
fabrics, 

Lately, however, the Corpora
tion has come in for severe cr i t i 
cism on the part of the manga
nese ore trade. Movement and ex
port restrictions which came in 
the wake of the Corporation's en
try in the field are stated to have 
not only affected adversely the ex
port of the tire by the private 
sector but also caused accumula
tion of stocks at the pit heads 
and railway sidings. It is a fact 
that exports of manganese ore 
slumped in the months immediate-
ly following the Corporation's en
try in this field. But if anyone 
carea to look at the monthly 
figures of exports in the period 
Immediately preceding, one w i l l 
immediately observe that the 

shortfalls after June, 1956 were 
only a continuation of the trend 
established earlier. 

In 1956-57, exports of manganese 
ore amounted to 877 thousand tons 
as compared to 921 thousand tons 
in 1955-56. But export figures for 
Apr i l and May 1957 (the latest 
figures available so far relate to 
May) compare very favourably 
wi th export figures or the corres
ponding months in 1956 or in 1955, 
which means that the position 
this year is not going to be so bad 
as it was last year. It might, in 
fact, be better. Stil l , one would 
suggest, if it is correct that exports 
have again slumped in subsequent 
months because of restrictions on 
movement of private consignments, 
complaints ought to be looked 
into and rectified. 

The other important criticism 
of the Corporation concerns its 
distribution of cement at a price 
which enabled it to accumulate a 
surplus of Rs 5 crores at the ex-
pense of the consumer. How far 
is this criticism justified? The 
Corporation's explanation of the 
surplus is that the price of cement 
was fixed at a higher level on the 
basis of the estimate of the quant
i ty of cement to he imported and 
the price payable thereon. How
ever, the quantity of cement actu
ally imported was far less and 
hence the surplus of the aforesaid 
order. 

The higher price charged can 
be justified on a n o t h e r score 
as well. If the price of cement 
were lower than what was actual
ly charged, that would have 
either forced the Corporation to 
Import more and therefore spend 
more of foreign exchange, or else 
compelled the Government to in
troduce some sort of rationing of 
the existing supplies of cement. It 
was perhaps as well that the Cor
poration fixed a higher price. 

All in all, the performance of 
the State Trading Corporation ap
pears satisfactory. No doubt, it 
could do-so well, as it has, be
cause of the active Government 
patronise. In fact all its direct
ors are high officials of the Cent
ra l Government. But that fact 
could as well have made it an
other 'white elephant'. That the 
Corporation has set itself to its 
job In r ight earnest gives one hope 
that a l l need not be bad wi th 
public concerns. 
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