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offered to the public at a minimum of 
Rs 1,600 and the last agreement was 
concluded at Rs 2,600 per square yard. 
That individuals, corporations, and in 
stitutions are wi l l ing and able to pay 
those prices clearly indicates not a 
shortage of money, but an excess of i t . 

Nor is the profitability of industries 
contrary to this phenomenon. Most 
industries are set up in the corporate 
sector. As the corporate tax is 50 per 
cent, the investor looking to his net 
return would want the corporate sector 
to earn at least twice as much before 
investing. Today the money market 
is so tight that it is comparatively easy 
to obtain a rate of 7 to 9 per cent for 
just depositing money with good 
reliable parties for short-term. There
fore to give an equivalent return a 
company would have to earn at least 
20 per cent of its market value as 
reflected by share prices. Most stocks 
yield between 4 to 9 per cent on 
current prices and this is acceptable 
so long as there is hope of capital 
appreciation. But the present state of 
the market certainly indicates a dul l 
ness which leaves no hope of apprecia
tion. Old investors are reluctant to 
pull out as they would prefer to wait 
and see. New investors, however, arc 
not prepared to go in as they are able 
to use their capital better elsewhere. 

The real estate business is very 
much a case in point. Here not only 
is there a steady net return which 
varies from 12 to 20 per cent but the 
appreciation is so high that it more 
than compensates for any possible fall 
in the return. 

It would be rash, however, to sug 
gest at this stage a remedy to the 
present flight of capital. More analysis 
is required before arriving at any 
conclusion. Obviously, however, if 
there is any t ruth in this belief, the 
cure would have to be in two direc
tions; first, reducing the profitability 
of other markets and second, increas 
ing the profitability of stocks and 
shares. It is high time the Finance 
Minister turned his thought in these 
directions instead of admonishing the 
stock exchange to mend its wicked 
ways. 

A Troubled Era Begins 
Romesh Thapar writes : 

E V E N as Delhi bid farewell to 
Jawaharlal Nehru in a gigantic 

demonstration of affection, the battle 
of the succession had been joined. 
Gulzarilal Nanda, as senior-most mem
ber of the Union Cabinet, had been 

summoned by President Radhakrish-
nan to lead what amounted to a care
taker government and he proceeded to 
project himself as someone who was 
likely to stay as Prime Minister. 
Morarji Desai lost no time in an
nouncing his candidature; he is 
aware that any decision *at the top" 
w i l l go against him, and, therefore, he 
urges a secret election by the party's 
parliamentary group. Lai Bahadur 
Shastri and his influential supporters 
among the organisation men desire a 
quick, unanimous decision, which w i l l 
prevent Nanda from using his present 
position to entrench himself. On the 
surface, it appears that these are the 
only contenders. 

However, the widespread fear 
among these leaders that their squab
bles w i l l throw up some lesser known 
element as the compromise candidate, 
now that there is no one of any mean
ingful stature left, creates certain 
pressures around President Radha-
krishnan who is being urged to in
tervene decisively in selecting the 
man who wilt head the new govern
ment. The President is known to 
favour Lal Bahadur, but he is ter
r ibly inhibited about exercising his 
powers in a situation which might 
release unfortunate, pent-up political 
passions. 

Something of these political pas
sions can be gauged from what l i t t le 
is already known of the tensions 
which exist. Nanda's bitter hostil i ty 
has made of Morarji Desai a deter
mined campaigner. Jagjivan Ram, 
commanding some 60 parliamentary 
votes, is believed to have made his 
compact with Morarji Desai, This 
combination is not prepared to accept 
the theory thai the Chief Ministers 
who are now in Delhi should decide 
between themselves as to who enjoys 
overwhelming support, because it is 
argued that a secret ballot among 
their supposed satraps in Parliament 
would reveal a startling splintered 
condition in the representation of 
each State. Lai Bahadur opposes this 
method on the plea that it puts a 
premium on political corruption, but 
actually he knows that his best 
chance is in forming an alliance of 
Chief Ministers behind him wi th 
Kamaraj as a totem of north-south 
unity. 

Nanda is not so politically weak as 
some try to make him out to be. He 
enjoys the support of a majority of the 
Cabinet, and of a number of Nehru-
ist Chief Ministers who wi l l probably 

join forces wi th Indira Gandhi. Of 
course, the image he projects is not 
inspiring. But, then, who does inspire? 
Nanda obviously needs time to con
solidate his position. And it is preci
sely time which his opponents wish to 
deny h im. 

In this complex balance of power, 
when alignments are highly opportu
nistic and change from day to day, it 
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would be shortsighted to imagine that 
only Nanda, Shastri and Desai are in 
the running. Among the oldsters, Jag-
jivan Ram also nourishes ambitions. 
So do certain Congress dadas in the 
States. Among the younger leaders, 
Y. B. Chavan and Biju Patnaik must 
be wondering whether they should 
make a b id for power now or wait 
unt i l the oldsters have exhausted 
themselves; they could become the 
rallying point for the unattached, for 
those who have had enough of the 
sordid struggles of the familiar fac-
tiona lists. 

Significantly, several influential sec
tions of the rul ing elite are hoping 
that Indira Gandhi w i l l play the role 
of catalyst, using her undoubted in 
fluence in the party to thrust power 
into fresh hands should there be a 
deadlock. Few see her entering as a 
candidate herself. There are too 
many 'veterans' around, and they can 
only be defeated by a new and dyna
mic combination of political talent at 
State and Central level. 

Among those who are on the peri
phery of the struggle for power, des
pairing of easy solutions and anxious 
to give the country time to adjust to 
the post-Nehru era, the general opi
nion is that the Central Author i ty 
must be strengthened by the return 
of those who were 'Kamarajed' and 
also of V K Krishna Menon and 
K D Malaviya, that the new Prime 
Minister be selected at a special ses
sion of the All-India Congress Com
mittee which, it is felt, is more re
presentative and responsible than the 
Congress parliamentary party. 

Perhaps, this peripheral opinion may 
prevail in the end. It is based on the 
shrewd assessment that the ruling 
party has no real leader as such, and 
the organisation at the grass roots is 
in a bad state of disrepair. A 
faction fight at this stage would dis
member the party and create formi
dable problems for the nation. There 
is l i t t le doubt now that a troubled 
era is beginning. 

May be, this is the challenge which 
wi l l shake us out of our stupor. I f i t 
does, we would do well to remember 
the words of the 92-year-old Bertrand 
Russell, who, in his reference to the 
death of Jawaharlal Nehru, said: "I 
hope those who damned him while 
he lived w i l l no t try to embrace him 
in the name of the things he loathed.' 

Sugar Again 

IT seems we are destined to move 
from folly to folly in our sugar 

policy. Every crisis provokes the Gov
ernment to more constraints, more res
t r ic t ion which lead to greater crisis. 
In these conditions we can only re
iterate the basic facts that face the 
country; only repeat that there is no 
quick solution; only hope that the 
Government w i l l realise some day that 
ad hoc measures w i l l not solve the 
problem. 

Sugar prices are high because there 
is an acute sugar shortage in the 
country. Production is low, desparately 
below what the Government expected, 
and not because of crop failures as 
the Government now chooses to in 
form us but simply because there was 
not and is not enough cane in the 
country. The first folly was S K Patil's 
stupid curb on production when the 
country produced the all-time high of 
3.3 mi l l ion tons. Instead of using this 
high production to bui ld up buffer 
stocks, the then Food Minister, in 
fluenced by the strong sugar lobby, 
decided to impose a cut on produc
tion, which had its repercussion not 
in that year but in subsequent years 
in the form of a reduction of area 
under cane—a reduction so drastic 
that production dropped in the next 
year to 3 mi l l ion tons and in the year 
after to 2.7 mil l ion tons. Consumption 
meanwhile continued to rise un t i l sud
denly the Government realised that 
the problem of surplus was now a 
problem of deficit. 

The second piece of folly was to 
ignore at the beginning of this season 
the Sugar Mil ls Association's estimate 
that production would not reach 2.5 
mi l l ion tons so that sugar exports 
could be justified. The sugar industry 
had not the slightest hope of achiev
ing anything near this target and this 
was pointed out repeatedly both by 
the industry and those who were pre
pared to take a realistic view of the 
situation. In spite of all warnings the 
Government ignored these estimates 
and planned releases on the basis of 
a higher production figure, refused rhe 
industry's request for higher ex-
factory prices so that they could com 
pete for cane with the gur manufac
turers. 

The result was inevitable, an acute 
shortage at the end of the season, 
more panic from the Government, a 
bright idea, and the announcement of 
a marketing board to control sugar 
prices, in the belief that so long as 
one could control wholesale distribu
t ion, the problem would be solved. 
The trade and industry have resisted 

this innovation, the former on the 
grounds that it would take away its 
livelihood, and the latter because it 
thought that this was no solution. 
Meanwhile, once again, the powerful 
sugar lobby forced the Government's 
hand and persuaded it finally to raise 
the ex-factory prices, but the An
nouncement comes at the end of the 
season when there is no opportunity 
for the mills to use this incentive to 
crush more. The increase is intended 
to compensate them for the higher 
cane prices they had to pay in the 
last crushing season. 

The Government must, however, be 
forced to recognise the hard facts: 
sugar prices can only be reduced (a) 
if there is more production or (b) if 
the Government can control distribu
t ion at the retail level. Raising ex-
factory prices six months too late, 
after the season is over, cannot help 
and the marketing board to take over 
wholesale trade w i l l by itself perhaps 
not do the t r ick. The Government 
must announce its policy for the next 
season well in time; it must be pre
pared to allow a production incentive 
by way of an excise rebate for higher 
production next year. This may impar: 
a degree of stability to the sugar 
situation. 

Letter to Editor 

Knowledge as Commodity 

DR Ashok Rudra, in his short note 
in The Economic Weekly of May 

2, 1964, has taken Professor Paranjape 
to task for advocating respect for the 
laws of Demand and Supply in eva
luating the remuneration of technical 
personnel in the public undertakings 
in India. It is unfortunate that Dr 
Rudra clouds the issue by introducing 
doctrinaire precepts in the discussion. 
This is rather amusing since Dr Rudra 
accused Professor Paranjape for his 
' impl ic i t ' equation of the private and 
the public sectors. At least Dr Rudra 
appears to be more explicit about his 
values. 

Puns apart, a realistic appraisal of 
the salary disparity problem in the 
private and the public sectors must 
perforce take into account the cold 
facts of economic life. It is true that 
all public policy decisions are essen 
tially political in nature, but it is also 
equally true that all such decisions 
have costs and economists qua eco
nomists are expected to discuss this 
cost element in economic terms. Wi th
out committ ing myself to Professor 
Paranjape's specific policy recommen-
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