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develop streptomycin production at 
Hindustan Antibiotics, Pimpri, is re-
ported to have entered into art agree
ment with the Ministry of Commerce 
and Industry whereby information 
supplied by the company 'w i l l not be 
communicated to any unauthorised per
son', and scientists to whom such in
formation is disclosed or who may 
have access to it are bound by 'security 
arrangements in a form satisfactory to 
Merck", This is the more remarkable 
since the Government of India had 
previously undertaken — as a condi
tion for receiving aid for the plant 
from the World Health Organisation 
and UN IC E F — to keep it open 
to all. 

It is possible to go on quoting cases, 
backing them up with official state
ments* to the effect that the State oil 
industry was forced to start from 
scratch because the foreign companies 
had failed to train one Indian techno
logist throughout the sixty-odd years 
of their operations in the country; 
that an agreement between Hindustan 
Motors and the Studebaker-Packard 
Corporation had had to be abrogated 
because Government 'was not satisfied 
with the technical assistance received'; 
that 

behind the foreign investor or 
would-be investor . . . there is 
hesitation to entrust the Indian 
concerns with the knowhow for 
a period of years ... and very 
often some of these negotiations 
with foreign capital break off and 
end in nothing; 

that 
inspite of 'sweet words' we have 
not been able to get from the 
West either the knowhow or the 
knowledge (for military airplane 
manufacture). 

No Sale of 'Birthright' 
The point has been made however: 

technologically progressive firms are, 
in the words of one managing direc
tor; 'wary of selling their birthright'. 

It has not been lost on politicians, 
publicists or competitors. A few days 
before Krishnamachari rounded on the 
assembly of foreign businessman in the 
terms just quoted, and no doubt con
tributing to the acerbity of his tone, 
Khrushchev had broadcast over A l l -
India Radio: 

Your cadres of technical person
nel are growing. But to have 
more such people in your country, 
we are willing to share our know
ledge and experience so that your 
country may rapidly cross the 
complicated and difficult way of 
creating her industry, 

While Indian nationalist opinion 
remains uncontradicted when they 
conclude 

It is doubtful whether Indian 
engineers have acquired the know
ledge and experience to build a 
second DVC or a second Bhakra 
NangaI (both Western-aided pro
jects), 

a pronouncedly pro-Western obser
ver could write: 

what makes (the Russian-built 
steel plant at) Bhilai specially 
valuable to India is the training 
program. Each Russian has at 
least one Indian understudy, and 
for three years after Bhilai comes 
into operation Indians will con
tinue to be trained while working. 

She goes on to draw an explicit 
contrast: 

In the West (Indian trainees) 
make friends and enjoy cinemas 
and plays, but they always sense 
a forbidden technical door. In 
Russia they get bored and ex
hausted but are initiated into all 
trade secrets.31 

Withholding techniques is at best a 
crude defence of technological capital; 
at worst it is a self-defeating one, par
ticularly in view of the growing inter-
nationalisation of the Indian economy. 
Since in any case, it is virtually im
possible to enforce secrecy clauses 
once production has started, a number 
of foreign firms limit the range of pro
ducts or processes to be manufactured 
or used in India. It is difficult to iso
late this factor from others that would 
tend to work in the same direction, 
such as the cost advantage of produc
ing at home, the paucity of local skills 
and so on, but it is clearly one to be 
considered. Thus, by virtue of an 
agreement drawn up with Cilag Hind 
Private Ltd, a Swiss subsidiary, the 
wholly Indian Biochemical and Synthe
tic Products Ltd (Biosynth) are pre
cluded 

from manufacturing any products 
other than those agreed to by 
Cilag-Hind ... who decides ... how 
the raw material should be procur
ed."32 

In another case 
Auto Accessories (India) Ltd will 
not pay any royalty (to the British 
company with whom an agreement 
for technical collaboration had 
been concluded) but buy insulated 
centres from Smith Motor Acces
sories Ltd at a fixed price per in
sulator and wi l l not be free to 
manufacture insulated centres with
out their prior consent.33 

In still another case widely quoted 

at the end of the war, the decision as 
to which of the Hindustan 10's compo
nents were to be manufactured in India 
lay entirely with Nuffield which had no 
capital involved in its production. 

Dependance upon Imports 
Unable to undertake full production, 

the Indian concern is often effectively 
prevented from adapting products and 
processes to local conditions and mate
rials, or from encouraging local ancil
lary industries, and so becomes even 
more dependent on imported supplies. 
The Tariff Commission found consider
able evidence of this in their enquiries, 
for example, 

Automobile manufacturers do not 
appear to be interested in (the 
lack of Indian standards for pis
ton rings, etc) as most of the auto
mobile engines assembled or manu
factured in India are made in col-
laboralion with overseas manufac
turers, and pistons, piston rings, 
etc have, therefore, to conform to 
the design and specifications of 
the overseas manufacturers of en
gines and to be approved by them. 

On another occasion, the Commis
sion found that 

the Indian manufacturers have no 
option but to adopt .,. the frequent 
changes in specifications Introduc
ed by the foreign associates. 

at considerable cost to themselves and 
with little benefit to the consumer. 
They gave this as a cardinal reason for 
the delay in implementing the program 
for progressive manufacture of automo
biles adumbrated three years previous-
ly.34 On yet another, they found that 

some manufacturers display a 
marked preference for imported 
materials even when these are in
digenously available at fairly rea
sonable prices. It would appear, 
therefore, that some transformer 
producers have not taken positive 
steps to encourage the development 
of ancillary industries in the coun
try in spite of our observations in 
... our last report,35 

The public sector has had its share 
of difficulties on this score. Although 
power units for Gnat fighters and Avro 
748 transport planes are now being 
made locally under licence, India is by 
no means self-sufficient in regard to 
their manufacture. She is obliged to 
import the fuel, power control, pressur-
isation and undercarriage braking sys
tems, as well as radar, communications 
and electronic equipment, as efforts to 
manufacture some of these accessories 
with the assistance of British firms have 
failed. Although by no means the 
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only case of imposed dependence on 
imports, this one has been particularly 
galling to the Indian Government and 
a source of considerable international 
friction. 

Staffing Policy 

As control is exercised ultimately 
through people, staffing policy is very 
important to foreign firms. 

The foreign sector as a whole has 
Indianised its staff quite extensively 
since Independence. Figures issued 
by the Ministry of Commerce and In
dustry show that the number of In
dians employed by foreign-controlled 
firms at Rs 1,000 a month and above 
has risen from 504 or 7.9 per cent of 
the total in 1947 to 7,916 or 60 per 
cent in 1959. New-type investors 
have been particularly keen. They 
find local personnel cheaper by half or 
more; as efficient as expatriates in 
comparable jobs after comparable 
training; better able to interpret and 
act on local developments, the more 
so as few expatriates now contempla
te an 'Indian career'. They find that 
control resides as much or more in a 
firm's internal organisation as in the 
quality or attitudes of individual offi
cers. Finally, Indians in high places 
makes sense politically. 

There are limits, however. As has 
been mentioned, most foreign firms 
insist on staffing the major technical 
posts in any joint venture. Works 
managers are almost invariably for
eign; research departments, in so far 
as they exist, are normally under for
eign direction. In non-technical fields, 
the foreign collaborator often in
sists on appointing the general man
ager and company secretary. Although 
inadequate in many ways, the Mini
stry's figures shed some light on these 
limits: Indianisation is still very much 
confined to the lower salary scales. 
At the top, say above Rs 3,000 per 
month, Indians are still a rarity, Some 
24 per cent of the total on 1 January 
1961; and at the very top, above Rs 
5,000, they are very scarce indeed— 
7.8 per cent on 1 January 1959—com
pared with 92 per cent in the Rs 
1,000-2,000 bracket (1961). Expatriates 
are tending to concentrate more and 
more on these higher brackets: the 
proportion earning more than Rs 3,000 
rising from 22 to 50 per cent between 
1954 and 1961. With the big foreign 
firms actively pursuing it , and the 
Associated Chambers of Commerce 
and Industry willing—since 1960—to 
press its members to reserve for In
dians all posts below Rs 2,000 per 
month and three-fifths of posts in the 

Rs 2-3,000 bracket, Indianisation is 
bound to make further headway. Al 
most as certainly, it wil l stop short 
of complete staffing by Indians. Even 
the most enthusiastic of managements 
with which the matter was discussed 
expected to hold out for some expa
triate staff for the foreseeable future 
as few as three in some cases, as many 
as fifty in one. The fact is that the 
very conditions that give rise to pres
sures for Indianisation—the trend to
wards controlled rupee companies, the 
growing stringency of foreign exchange 
control, Government pressure for ex
ports, and so on—are precisely those 
which make Indianisation at the very 
top embarrassing. It is not surpris
ing, therefore, to find the Chairman 
of Unilever stressing the selection and 
remuneration of top management to
gether, as one of the three controls 
which hold that vast company toge
ther; or a factual study of manage
ment in backward countries conclud
ing that freedom of choice in staffing 
key posts to be the sine qua non of 
private investment. 

There is a second aspect of foreign 
capital's staffing policy relevant to 
foreign control. Salaries in well-
known foreign firms are adjusted to 
expatriate levels, and employment in 
the higher echelons is in practice a 
considerable privilege. A ubiquitous 
snobbery—there is no other word for 
il—reinforces the strong tendency 
within this group to set itself apart 
from Indian society, and to identify 
itself with their firm at the same time 
as these firms constant reiteration of 
their own 'Indian status' makes iden
tification relatively easy. These are 
subtle matters which require a subtler 
analysis than can be attempted here, 
but even the most insensitive visitor 
to New Delhi or Calcutta will notice 
a distinct, 'club' atmosphere amongst 
the higher Indian personnel of foreign 
firms, a very strong ingredient of 
which appears to be their attempt to 
harmonise at all costs the interests of 
their country and their employer. 

None of the methods of control 
outlined in this section is fool-proof 
or continuously employed. Nor can 
official acquiescence to their use be 
assumed. On the contrary, the fact 
that many have been illustrated by 
reference to official sources shows that 
the Government of India is alive to 
their existence and prepared, where 
necessary in its view, to counter 
them. That it has been able to do 
so, has done so, is not disputed. What 
is surprising is the degree of tolerance 
it shows. 
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Consortium Aid to Pakistan 
THE Consortium of governments 

and institutions interested in 
development assistance to Pakistan 
held its sixth meeting in Washington 
on July 16, 1964, under the chairman
ship of Geoffrey Wilson, Vice-Presid
ent of the World Bank. The meeting 
was attended by representatives of the 
Governments of Belgium, Canada, 
France, Germany, Italy, Japan, the Ne
therlands, the United Kingdom and 
the United States and by representa
tives of the World Bank and the Inter
national Development Association 
(IDA). The International Monetary 
Fund sent an observer. 

The purpose of the meeting was to 
discuss aid for Pakistan during 1964 
65, the last year of Pakistan's Second 
Five-Year Plan. The Consortium had 
held preliminary discussions on the 
same subject in Washington on May 
27 and 28. 

During the years 1961-62 to 1963-64 
Consortium members pledged $1,388 
million of aid to Pakistan. At the 
latest meeting the members undertook 
to make additional aid available for 
commitment during the fifth year of 
the Plan of the amount of $431 mil
lion, subject to legislative action or 
other necessary authorisation. The 
contributions of the different coun
tries are as follows: 

Members of the Consortium consi
dered it important that a substantial 
part of the aid to be extended to Pak
istan during the coming year should 
be in the form of non-project aid 
which could be used to finance im
ports of industrial raw materials and 
equipment, particularly for the private 
sector, to obtain a fuller use of Pakis
tan's present industrial capacity. Ap
proximately $200 million of the aid 
pledged at the meeting is expected to 
be in this form. 

It was agreed that the Consortium 
should meet again in May 1965, 
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