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clear war. The tragic irony of it 
is that the communists who d id the 
most to make people aware of nu-
clear dangers are now publicly at 
least suppor t ing Khrushchev. 

Facile Explanation 
Another theory attempts to ex 

plain khrushchev's inexplicable 

actions in terms of the si tuat ion 
prevai l ing w i t h i n the communist 
wor ld . par t icu lar ly the renewed 
struggle between the Stalinists and 
the anti-Stalinists. It is the old line 

that Khrushchev is forced to pre-
sent an aggressive front in order to 
neutralise the Chinese pressure 
against h im . But is the pressure so 
strong? After a l l . the battle is be
ing fought over the Stalinist antics 
of tiny Albania and hardly anyone 

Our Delhi Letter 

A NUMBER of trade delegations 
are coming in the next two months 

from the rupee payment countries. 
The delegations are expected f rom 
Poland. East (Germany, Czechoslo
vakia, Yugoslavia, Rumania and 
Bulgaria between November 4 and 
January -1. On the eve of their 
visit , a controversy has been raised 
in New Delhi about the merits and 
demerits of this particular pattern 
of t rad ing arrangement and about 
its impact on the foreign trade of 
the country. 

The controversy was set off by 
the federat ion of Indian Chambers 
of Commerce and Industry, which 
in its memorandum to the Impor t 
and Export Policy Committee, 
questioned the wisdom of the rupee 
agreements. In a balance sheet of 
"gains and losses'' of trade w i t h 
East European countries, the Fed
eration maintains, losses outweigh 
the gains. The memorandum maint-
ains that the rupee payment agre
ements have not been " instrumental 
in g iv ing either a boost to exports 
or in saving foreign exchange". It 
says, moreover, that these arrange
ments "represent only a postpone
ment of India's l iab i l i ty" and that 
t h o u g h impor ts f rom the rupee-
payment countries w i l l no doubt 
obviate an immediate drain on 
India's fore ign exchange resources, 
the payment i n rupees w i l l mean 
payment of I n d i a n goods of 

supported the Chinese at the Bol
shevik Party Congress in Moscow. 
Indeed. Chou En-lai seems to have 
left in a huff. It is just too easy to 
expla in every khrushchevian aber
ration to Chinese pressure — al
though it may be a popular pastime 
these days. 

Bombs or no bombs Delhi's 
'socialitic' tempo remains unchang
ed. We are at the moment about to 
witness an Internat ional F i l m Festi
val. Apparent ly , the organisers in
sisted that only films which had 'not 
been previously screened be entered. 
This brought a heap of second-rate, 
stuff to the capi ta l . Delays in the 
finalisation of the programme have 
also created confusion. Now, ad
vertisements tell the public that 

equivalent value". "While the im
ports from these countries serve, to 
avoid expenditure on foreign 
exchange, exports to these countr
ies w i l l mean no addi t ion to our 
foreign exchange earnings". 

Exports to Eastern Europe Rise 
In official quarters. however, 

these views have not found accept
ance. It is pointed out that the 
share of exports to East European 
countries in India 's total expor t 
has increased f rom 0,1 per cent in 
1953-53 to over 8 per cent in I960-
61 . while the exports to the rest of 
the world have been shr ink ing . For 
instance, average exports to the 
rest of the wor ld in 1958-60 were 
of the order of Rs 557.8 crores as 
against Rs 567.3 crores du r ing 
1952-54. True, du r ing the last de
cade our exports have remained 
stagnant at around Rs 600 crores 
per year. But what would have 
been the posit ion, had East Euro
pean countries not emerged as new 
buyers in this period ? The Com
merce and Industries M i n i s t r y belie
ves that trade wi th East European 
countries has helped to maintain 
and even effect a l i t t le improve
ment in our exports. In fact, trade 
wi th these countries has made visi
ble addit ions to our exports. 

It is of course the contention of 
the crit ics that trade w i t h the 
rupee payment countries has led to 
a diversion of exports and that 
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tickets are available and entertain
ment tax need not be paid — but 
report has it that the tax is being 
charged. As for other pr in ted 
materials, they are st i l l in p r i n t i n g . 
Who cares, so long as the inaugura
t ion ceremonies are performed wi th 
a fanfare before selected guests 
whose only interest is to be seen at 
the right place and at the right 
time. 

Al l this and related act ivi ty in
volves a certain amount of strain 
and tension in the capi ta l . Not sur 
pris ingly the army medicals have 
organised their own l i t t le seminar 
on STRESS believe it or not. Per
haps, this is a free service offered to 
harassed pol i t ic ians l igh t ing to "fix' 
their election tickets. 

what was exported to these coun
tries would have been sold to 
other export markets. The Com
merce Min i s t ry is not prepared to 
concede, however, that the charge 
of diversion can be established 
when* the exports to these coun
tries have come from increases in 
the exportable surplus of the com
modity concerned, e g. in the case 
of spices, lac. mica, tobacco and 
manganese ore, there is clear enough 
presumption that, the exports to 
the rupee countries have not been 
at the cost of exports to other mar
kets. Such a possibil i ty can arise 
only in the case of export commo
dities for which the volume of 
export* ha* increased faster than 
product ion and consumption. This 
has happened in the case of two 
export products : i ron ore and tea. 
In the case of tea. however, the 
U S S R which is the second largest 
buyer of Indian tea. buys mostly 
costly Darjeel ing tea, which is not 
exported to any appreciable extent 
to our t radi t ional markets. In this 
par t icu la r instance, it can be esta
blished that a new market has been 
found for a variety of tea which 
had not been exported hi ther to . 

High Proportion Capital Imports 
Indeed, the Federation's conten

t ion that exports to the rupee pay
ment countries do not earn foreign 
exchange hardly makes sense in 
that w i t h the proceeds of such ex-
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ports the country is able to i m p o r t 
capital goods. In so far as these 
exports pay for the needed imports, 
this arrangement does earn foreign 
exchange for the country. I f the 
Federation could establish that in 
fact exports to East European 
countries could be diverted to the 
western markets w i t h a greater net 
advantage, that would be a differ
ent proposi t ion altogether. Whether 
we cou ld export more to other mar
kets wi thout unduly lower ing the 
price is just a matter of specula
t ion . Whether the impor t s w i l l get 
for the pr ice we pay in terms of 
exports is fu l ly wor th the cost is, 
however, another matter. On this 
question, the Commerce Min i s t ry 
is not so adamant and fo r th r igh t . 
Free foreign exchange spendable 
anywhere would certainly give us 
a better choice in the selection of 
impor t s . But when the country is 
short of foreign exchange, recourse 
has to be taken to sources of 
supply of imports which may be 
only the second best. But even 
here, stricter standards have been 
applied in regard to the ut i l isat ion 
of export earnings f rom these coun
tries. This w o u l d be evident from 
the higher share of capital goods 
in the total imports f r o m the East 
European countries which is about 
75 per cent as against some 54 per 
cent in the case of other countries. 

The Federation has made a big 
issue of the alleged re-export by 
some rupee-payment countries of 
exports f r o m Ind ia and selling 
them at a lower price in our t r ad i 
t ional markets, ft has cited only 
one such instance, that of Czecho
slovakia wh ich re-exported Ind ian 
coffee to West Germany, However, 
no such case has been brought to 
the notice of the Government and 
there is a specific understanding 
wi th these countries that they 
would not re-export commodities 
imported f rom Ind ia . The M i n i s t r y 
is prepared to investigate this mat
ter further . 

No Diversification of Exports 
The Federation is on firm 

ground, however, in ment ioning 
that trade w i t h these countries has 
not resulted in a commodity-wise 
diversification. Over 90 per cent of 
our total exports to these countries 
is of t r ad i t iona l products. Among 
non-t radi t ional items, on ly shoes 
have made an impressive headway. 
But what stands in the way of in-
creasing the exports of non-tradi

t ional commodities is the poor qua
l i t y and p roh ib i t ive prices o f I n d i a n 
products. For instance, i t is pointed 
out, these countries showed interest 
in Indian-made refrigerators, but 
they found that the prices were 
twice as h igh as those p reva i l ing in 
Western countries. In this connec
t ion the Federation has suggested 
that these countries should be made 
to buy a specified percentage of 
newly developing lines of exports 
f rom India . This may not be feasi
ble but what can be done is to 
persuade these countries to buy 
more and more of non-tradit ional 
items. 

The M i n i s t r y also discounts the 
Federation's estimate that prices of 
goods f rom these countries are 
higher by 15 to 30 per cent. No 
case of such h igh price has been 
brought to the notice of the Gov-
ernment. Moreover, the trade agree
ments stipulate that purchases w i l l 
be made subject to prices being 
competitive and qual i ty being ac
ceptable. The State Trad ing Corpo
ration is responsible for satisfying 
itself about the prices and quali ty 
of goods imported f rom East Euro
pean countries. The Government's 
own experience in this field, e g, 
in purchasing equipment for the 
Bhilai steel plant and o i l explora
t ion f rom the U S S R and ships 
f rom Yugoslavia has been un i form
ly satisfactory. It is true that most 
of these countries being new in the 
field of international trade have 
yet to learn its technique and deve
lop requisite efficiency. But this is 
a temporary affair and is only of 
minor importance. 

A Prosperous New Buyer 
It is not surpr is ing that reflecting, 

as it does, the conservatism and 
diffidence of the Indian business, 
men, the F I C C I does not yet 
fu l ly realise the significance of the 
emergence of a new buyer which is 
g rowing prosperous. Already its 
impact is visible, par t icu lar ly in 
increasing bargaining capacity of 
this country vis-a-vis western coun
tries. It is no coincidence that af
ter 1955-56, the year when East 
European countries made a real 
impact on India's foreign trade 
many of the t radi t ional exports 
have been insulated against the 
sharp price fluctuations which they 
used to experience previously. This 
is par t icu la r ly true of tea. 

A very recent example of how 
trade wi th East European countries 

helps to stabilise prices of export 
commodities is that of. cashew 
kerne l . Recently there was a b ig 
slump in cashew kernel prices. The 
Kera la Government — which is no 
f r i end of communism — sent an 
S O S to the Centre to persuade 
Russians to enter the market . The 
Centre persuaded the Soviet trade 
authorit ies to buy cashew kernel 
and this in t roduced some s tabi l i ty 
in the market. 

Valuable Potential Importers 

The potential i t ies of these coun
tries as impor ters have also to be 
considered. They have an average 
rate of development of 10 per cent 
annually as against an average of 
four per cent in our t rad i t iona l 
trade partners. The i r requirements 
of imports w i l l , therefore, increase 
at a faster rate than those of the 
rest of the w o r l d . Being central ly 
planned economies, there could be 
no fear of wide fluctuations in 
their demand. There is another en
couraging feature — these countries 
are becoming more and more 'open' . 
This is clear f r o m the fact that 
between 1950-59 the fore ign trade 
of East European countries i n 
creased by 189 per cent as against 
78 per cent for the rest of the 
wor ld . In the next two decades 
these countries p lan to expand 
their product ion f ive-fold. Var ie ty 
and qual i ty of goods available to 
us for i m p o r t in re tu rn for our ex
ports w i l l also improve tremen
dously in course of t ime. 

These developments could have 
a direct bearing on Ind ia , provided 
we are able to secure a firm foot
ho ld in their foreign trade. Our 
export^ could increase roughly in 
the same propor t ion as their de
mand for these commodities. But 
this requires long-term trade 
agreements. If we are sure of 
their purchases, we can p lan our 
product ion accordingly . Trend of 
continuous increase in export to 
these countries, though encoura
ging, does not warrant complacen
cy, pa r t i cu la r ly when new compe
t i tors f r o m A f r i c a and Lat in 
Amer ica are emerging. Except when 
there is a pol i t ica l motive, these 
countries are tough bargainers. 
Hence, there is no escape from 
(Hitt ing our own house in order 
which means i m p r o v i n g the qua l i ty 
and reducing the cost of exportable 
commodities. 
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