
free. Not that the Front could 
hope ever to remain uni ted. Sooner 
or later it was bound to d iv ide i t 
self into various units. A f ront is 
by defination a unity of diverse 
elements each of which, wi th the 
attainment of the common objec
tive, is expected to go its way. Hut 
in Algeria this process may set in 
much earlier than was expected t i l l 
now. It looks as though the di f fer
ences between Mr Mohammed Hen 
Bella and some of the leaders of 
the partisan army on the one hand 
and the rest of the Provisional 
Government on the other are grow
ing into something more than the 
divisions between the extremists and 
moderates of a movement that is 
last t ransforming itself in to a 
par ty, As this t ransformat ion 
gathers speed so wi l l the differences 
grow and ul t imately the di f ferent 
wings wi l l no longer he held to
gether. How soon this w i l l happen 
or whether this is already a fact , 
it is difficult to saw This much is 
certain that things are mov ing 
fast, even for Alger ia. 

She may wi th diff iculty wi thstand 
a peaceful separation of the two 
wings of the Provisional Govern
ment. But a c iv i l war among the 
nationalists now can only mean 
disaster. The tasks before the 
Government are stupendous: Ha l f 
a mi l l ion refugees and nearly two 
mi l l ion " regrouped" people to he 
returned to some k ind of normal 
existence; the repair of the ravages 
of the war and of the Secret 
A r m y : and. on top of this, the long-
term development of the count ry . 
Assimi lat ion of the colons poses yet 
another problem that will tax a 
good deal of the resources of the 
Government. 

If the schism between the "hards" 

and the " so f t s " stem at least part ly 

f r om differences over the methods 

of repair and recreation and the 

Evian agreements which, to some 

extent, govern them, the immensity 

of the tasks ahead may act as a 

un i f y ing force. The r ival protago

nists are mature people r ipe in 

wisdom, if not in years: they are 

likely to th ink, not once or twice hut 

many times, before they really and 

f inally make up their minds to part. 

And other Arab countries wil l do 

their best to smooth matters for 

the two wings to work together. 

Central Loans 

THE three new General Govern
ment loans aggregating Rs 250 

crores announced this week wi l l 
complete the borrowing programme 
of the Centre for this year as pro-
vided in the Budget. Last year the 
programme was completed in two 
instalments, hut easier money con
dit ion-, dur ing the current slack sea
son have made a single sweep 
operation possible. That, however, 
is not the main feature of the new 
loans. It is their matur i ty and 
vield which deserve notice. Of the 
three loans, one is repayable in 1968 
and carries interest at 3¾ per cent. 
the second in 1972 at 1 per cent 
and the th i rd in 1985 at 4½ per 
cent. The first two are offered at 
a small discount while the th i rd is 
at par. The rates of interest are 
appreciably higher than the yields 

on comparable securities, par t icu
lar ly in the case of the 1985 issue. 
The gross redemption yields on the 
first two issues are 3.9 and 4.10 
per cent against 3.78 and 3.98 per 
cent respectively on past issues 
matur ing at the same time. No 
loan in the existing series matures 
in 1985 but the 4 per cent 1981 
loan offers a yield of 4.08 per cent 
only against 4½ per cent on the new 
1985 issue. 

The issue of a 23-year loan after 
a long time is very welcome. At 
present one-third of the combined 
debt of Central and State Govern
ments is due to mature w i th in 5 
years, and another one-third in 5 to 
10 years. Apar t ' f rom the conver
sion loan payable in 1980 or later, 
there is pract ical ly no Government 
paper of more than 20 years matu
r i ty in the market. This is the re-

July 7, 1962 THE ECONOMIC WEEKLY 



THE ECONOMIC WEEKLY July 7, 1962 

suit of the past pol icy of excessive 
pander ing to bankers' tastes and 
reluctance to offer adequate yields 
on long-dated paper on the flimsy 
ground that i t would upset the in 
terest rate structure. Consequently, 
at the end of M a r c h 1961, up to 
which data on ownership of public 
debt are available, even such t radi 
t ional long-holders as insurance 
bodies and provident funds held a 
f a i r ly large part of their investments 
in relatively .short maturit ies as the 
Table below shows. 

The terms of the issue, together 
w i th the simultaneous revision of 
the Reserve Bank's rates of lend
ing , indicate Government's accept
ance of a higher structure of inte
rest rates and the need to attract 
funds into Government bonds by 
offering higher yields. The poor 
con t r ibu t ion of banks to Govern
ment securities d u r i n g the Second 
Plan period d id underscore the 
desirabi l i ty of induc ing the banks 
to strengthen their por t fo l io . The 
Reserve Bank does not seem so 
confident any more that this could 
be done by raising the l i qu id i t y ratio 
even by statute. W o u l d raising the 
bank rate help? One wonders if 
that may not be in the offing. The 
higher rates on new bond issues 
would make the official bank rate 
of 4 per cent look more and more 
of a curiosi ty. 

Shipping Headaches 
IF one is to believe Indian ship

owners, shipping has ceased to 
be a hazardous i ndus t ry ; for in 
hazard at least there is some chance 
of w i n n i n g , in shipping there is 
none. The dismal scene of a fur
ther slump in the internat ional 
market , and the last balance sheet 
of the Bharat Lines have undoubted
ly shaken the confidence of the 
most opt imis t ic shipowners. 

There is a s trong feeling that 
the Government by a large number 

of tactical moves has held the i n i 
t ia t ive against shipowners; but 
equally there is a general lack 
of pol icy which cannot be sub
st i tuted by a series of ad hoc 
measures to improve the present 
s i tuat ion. At home, for instance, 
coastal sh ipping d i d not expand by 
a single ton last year. Everyone 
was wa i t ing for the A b h i report , 
but when it came, it failed to in 
spire shipowners to augment their 
tonnage. The main difficulty that 
faces coastal shipowners is their 
total i nab i l i t y to obtain fu l l load 
cargoes on bulk commodities l ike 
coal. So long as they continue to 
leave Calcutta w i t h ships only half 
fu l l there is bound to be a pressure 
for an upward revision of freight 
rates. The Government has been 
repeatedly asked to consider up-
lopping at Vizagapatam but no solu
t ion has as yet emerged; the only 
other answer is to speed up the 
scheme for developing Hald ia . The 
country cannot afford to wait five 
years while the Port Commissioners 
acquire land in a leisurely fashion 
and eventually bu i ld a por t . 

Meanwhi le , however, the problem 
is fast becoming acute and going 
out of control . The Bharat L ine has 
almost come to a standstill , and has 
sustained the most devastating loss 
for the last several years. The com
pany's financial position is so un
sound that it is having difficulty in 
repaying Government loans. A l 
though this is the worst that, can 
happen, the trend cannot be allow
ed to cont inue; or, if Bharat Lines 
balance sheet is any reflection of 
the general trend in coastal shipp
ing , we shall soon find ourselves 
w i th no coastal fleet wor th the 
name; and not all the brave words 
of Shri Malaviya w i l l help to rest
ore the posi t ion. 

But coastal shipping is not 
the Government's only headache. 
India Steamship has just com
pleted its financial year, and al
though their balance sheet is not 
vet out, one doubts if they have 
had a happy year in their overseas 
trade. Now at last the Government 
can take some positive measures; 
there is no reason why str ict mea
sures should not be adopted to en
sure that Ind ian vessels come f u l l 
w i t h cargo. This is purely an orga
nisational problem which could be 
solved by insis t ing on control of 

sh ipp ing of our cargo imparts by 
the char ter ing committee in Delh i . 
Such a move would have the dou
ble advantage of rendering redund
ant a large section of our embassy 
staff in both Washington and Lon
don, and also of increasing the 
cargo available to Ind ian sh ipp ing . 

Meanwhile the Government has 
decided to reopen the agreement 
a r r ived at by the Indian companies 
in the kar rnahom conferences. The 
o r ig ina l scheme of 30 per cent car
go for Ind ian ships r is ing upto 
10 per cent by 1970 is now 
considered unsatisfactory because 
Pakistan has managed to get almost 
identical terms as India . The Ind ian 
Government feels that in view of 

their considerably better pe r fo rm
ance in the past, they are entit led 
to very much better terms. Al though 
the argument is reasonable, it is 
hard to imagine that the Conference 
w i l l accede to India 's request o f 40 
per cent share immediately, r is ing 
to 50 per cent by 1970; the now 
accepted pat tern of agreements 
between two Governments seems to 
he 10 per cent each for the two 
national lines and 20 per cent for 
foreigners. I f the kar rnahom Con
ference agrees to a 50 per cent 
share for Ind ia , i t w i l l be much to 
the Government's credi t . 

Sweeter Cane? 
THE decision to l ink the pr ice of 

cane to the recovery of sugar 
is a sound one in pr inc ip le . However, 
the main obstacle to the success of 
the scheme is that the cane growers 
w i l l get prices not on their i nd i 
v idual performances, but on the qua
l i ty of a l l cane crushed by the fac
t o r y ; the final price w i l l be deter
mined by the recovery achieved by 
the m i l l on all cane crushed through
out the season. Each m i l l is sup
pl ied "by anything up to 7.000 far
mers and the ind iv idua l per
formance of any one farmer w i l l 
not make a substantial improvement 
in the average recovery of the m i l l . 
A farmer is unl ikely , therefore, to 
be induced by the present scheme to 
improve his cane. He w i l l continue 
instead to concentrate on increasing 
quant i ty . 

The only country where payment 
is made on the basis of the quali ty 
of cane is Australia. But the con
ditions; there are very different as 
there are only a few large farmers. 
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