
EDITORIALS 
Search for Liquidity 
No Echoes 
Pull of the Atom 

WEEKLY NOTES 
High Financial Wisdom Scoo 

ping Up Recasting the 
Plans Aid Use ; The other 
Lag — Over-Worked Excuse 

LETTER TO EDITOR 
The Age of the Commoner 

CAPITAL VIEW 
The Smell of Decay 

Romesh Thapai 
BOOK REVIEW 
Planning and Demand Theory 

A K Dasgupta 

SPECIAL ARTICLES 
Growth of Population in India: 

1961-81 
K C Taneja 

Forward Markets in Conditions 
of Short Supply 

M G Pavaskar 
The All-India Education Com 

mission: A Suggestion 
V Jagannadham 

Tensions in Panchayati Raj: 
Reply 

T N Chaturvedi 

The Sterilisation Debate 
Cost-Benefit Analysis Is Necessary 

— K Prahlad 
Emphasise Motivation, Not Means 

— R S Dheer 

BUSINESS NOTES 
Tata Oil — Tata Hydro Electric 

Group Hindustan Machine 
Tools Bombay Gas 
Gwalior Rayon — Mettur 
Chemical 

AROUND BOMBAY MARKETS 
Digesting Gains 

CURRENT STATISTICS 

1465 
1466 
1467 

1468 

1475 

1473 

1477 

1481 

1489 

1497 

1499 

1501 

1503 

1305 

1510 

1514 

THE ECONOMIC WEEKLY 
Co-operative Insurance Building, 

Sir P M Road, Bombay-1. 
Grams: ECONWEEK 

Telephone; 253406 
Annual Subscription: Rs 24 

Search for Liquidity 
BANKERS and financiers are by no means the most innovative ot people, 

But perhaps more than in human psychology, the explanation for the 
snail's pace of international monetary reform has to be sought in the law 
of physics that for every action there is an equal and opposite reaction. For 
every debtor there is a creditor and one country's payments defied is an 
other's surplus. And so the international monetary system moves forward 
by agonising twists and turns while all the neat, sophisticated proposals for-
reform are consigned to international archives and text books. 

The Annual Meeting of the International Monetary Fund in Tokyo this 
week witnessed another step in this improvisation process- a 25 per cent 
increase in members' quotas. The last time quotas were raised was in 1959 
and then by as much as 50 per cent, with practically no impact on the pro 
blem of international liquidity. How little any tinkering with Fund quotas 
can expand the supply of international liquidity can be seen from the fact 
that at the end of 1963 the total of the gold tranches, up to which countries 
may borrow from the Fund more or less freely, of all countries added up 
to just 6 per cent of their holdings of gold and foreign exchange; even the 
aggregate tranche positions came to about 25 per cent of gold and foreign 
exchange holdings. Of course, the total tranche position of a country does 
not represent its command of international reserves since borrowing from 
the Fund beyond the gold tranche becomes progressively difficult and con
ditional 

A large part of the supply of international liquidity in the last decade 
has been in the form of liquid claims in the United States as a result of 
the U S balance of payments deficit. But this deficit could not be expected 
to continue indefinitely. Neither this, nor the consequent need to evolve 
"other, more deliberate, measures to provide international liquidity", has 
been unrecognised, But, as Pierre Schweitzer, the Fund's Managing Direc
tor, pointed out in his address to the Tokyo meeting, "any new develop 
ments in this direction raise many economic, technical and also political 
problems". Indeed, it has been the inevitable consequence of the rapid 
accession to economic strength of the European Economic Community while 
increasingly dominated by the Gaullist vision of a "third power" role in 
international affairs, that the political problems have been elevated even 
higher than the technical and economic ones. France, at any rate, wi l l not 
easily countenance any arrangements which will let the United States tackle 
her payments problem without accepting a measure of "discipline" including 
paring down her military commitments abroad, in Europe particularly, and 
her economic aid programmes. 

With the debate on international liquidity the developing countries are 
not perhaps directly concerned under the present circumstances. But any 
arrangement which compels the U S and the U K, the reserve currency 
countries and also the biggest sources of international development: assis
tance, to adopt restrictive attitudes to trade and aid wi l l certainly affect the 
developing countries. To that extent, therefore, the developing countries 
today find themselves on the Anglo-Saxon side in the debate. Of course. 
more far-reaching arrangements which wi l l make available a part of the 
supply of surplus reserves to the developing countries as development loans. 
are not yet seriously considered even by the United States and the U K. 
Here, again, an increase in I M F quotas does not touch even marginally the 
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vast possibilities that plainly exist. 
Constituted as it is, the long-term 

balance of payments problems of the 
developing countries lie outside the 
sphere of the IMF. These problems 
can be solved only by increased access 
for (he exports of these countries to 
the markets of the industrialised 
countries and larger inflow of long-
term assistance on reasonable terms. 
The latter is the sphere of the World 
Bank and its associates, the Inter
national Development Association and 
the International Finance Corporation, 
which also held their annual meetings 
along with the Fund in Tokyo. The 
World Bank's assistance in 1963-64 
showed a marked increase over the 
level of the previous year, which was 
the lowest for a long time, thus dis
pelling fears that the developing coun
tries had reached the end of their 
ability to borrow on the Bank's 
"hard" terms. Yet particular countries 
may not be far from this stage. India, 
in earlier years the Bank's biggest 
client, received no assistance at all 
from the Bank in 1963-64. And there 
are others not far better placed than 
India to add to their servicing and 
repayment obligations in the near 
future which borrowing from the Bank 
involves. 

To ask the World Bank to liberalise 
its terms of lending is to ignore that 
the very factor which is responsible 
for the Bank's comfortable resources 
position—its ability to sell its loans 
to other investors and to borrow in 
the capital markets—definitely pre
cludes this. That is why it was neces
sary to set up the I D A which de
pends on official contributions from 
developed member countries. This has 
automatically imposed a limit on the 
scale of the IDA's operations. In 
1963-64, for instance, total IDA assis
tance amounted to $282 million com
pared to $810 million by the World 
Bank. And even so, by the end of 
June 1964 the I D A had committed 
practically all its resources. Agreement 
had been reached last year among the 
industrialised member countries to re
plenish the IDA's resources to the ex
tent of $758 million. Of this amount, 
$668 million have already been made 
available and when the remainder of 
the promised contributions materialise, 
the I D A wi l l have $762 million for 
new commitments from 1964-65 on
wards—or enough to last less than 
three years even at last year's rate 
of commitment. 

The fact is that if the IDA is to 
operate on a scale commensurate with 

the requirements of developing coun
tries, the aid-giving countries have to 
take a deliberate decision to shift the 
emphasis from bilateral to multilateral 
assistance. Such a decision wi l l deter
mine, in the words of Eugene Black, 
the World Bank's ex-President, whether 
the IDA wil l be "a principal instru
ment for the development of the poor 
countries" instead of remaining "just 
a minor gesture of goodwill towards 
them". 

The political advantages of bilateral 
assistance for the aid-giver are, how
ever, too compelling to make any large 

expansion of multilateral assistance 
appear possible in the near future. 
Further, the fact that almost a l l bi
lateral aid is tied to purchases from 
the lender country is another power 
ful factor against any shift in empha
sis. However, to the extent that a solu
tion of the problem of international 
liquidity enables the developed coun 
tries to take a less alarmist view of 
imbalances in their balance of pay
ments, the compulsion to tie aid may 
be somewhat reduced. Here again, 
then, international liquidity and deve
lopment aid are seen to be not uncon 
nected. 

No Echoes 
THE outcome of this year's Presi-

dential elections in the U S seems 
at the moment more certain than is 
usual at so early a stage in the cam
paign. The Johnson-Humphrey is 
Goldwater-Miller match has only just 
begun formally, but certain factors 
peculiar to the current contest have 
tent political analysis a somewhat un
usual clarity. Memory is short in poli
tics but the impact of Kennedy l in-
gers. And Johnson in his brief term 
in office has effectively translated the 
promises of 1960 into his own idiom. 
His campaign slogan, "Let us; con
t i n u e . , ' is a soft but sure echo of 
the strident 'Torch is passed" theme 
of Kennedy's inaugural address, John
son's acceptance speech at the Demo
cratic Convention was not especially 
brilliant, but it contained promises-
enforcement of civil rights, denuncia
tion of 'extremism' and Presidential 
control of nuclear weapons—which 
have a pronounced appeal to liberal 
Republicans. So it is that some news
papers, traditional supporters of the 
GOP, are now openly backing Johnson 
while the latest estimates give him at 
least a third of the Republican vote 

In choosing Humphrey as his run
ning mate, Johnson has added strength 
to his position. Unlike William Miller, 
who is little known even within the 
U S, Hubert Humphrey is a national 
figure who aspired for the Vice-
Presidential nomination in 1956 and 
contested Kennedy for Democratic 
nomination in 1960. His talents and 
experience in politics wi l l seem parti
cularly important to Americans, so 
recently reminded of the enormous 
significance of the Vice-Presidential 
office—a significance further under
lined by Johnson's cardiac history. On 

the more traditional requirement of 
"balance" also, Humphrey is the ideal 
choice. This is not merely because lit
is from the northern State of Minne 
State as against the "Deep South" ori 
gin of Johnson, Humphrey is consi
dered a strong progressive with the 
sympathy of labour, thus compliment 
ing the support Johnson expects from 
business groups. Such a combination 
could more than make good the re 
verses that the Democrats will surely 
meet, especially in the South, because 
of their civil rights stand. 

However there are still weeks to go 
before November 3, election day, and 
it is possible that events could change 
the picture radically in that period. A 
conflagration on the civil rights issue 
also could upset the scales. In the 
meanwhile, Goldwater—whose aspira 
tions and ideologies were not taken 
seriously at one time—has demon
strated his ability to grow with the 
office he seeks. While he has not yet 
quite reached the point of debouncing 
the John Birch Society, his extremism 
has been watered down. And he, who 
was once considered an isolationist, 
has now criticised Johnson's accept 
ance speech as too inward-looking and 
insufficiently oriented to world leader' 
ship. 

Goldwater's own polls give him 
only 29 per cent of the votes against 
Johnson's 63 per cent. But polls, he 
has pointed out, are not "too depend
able''. Truman proved this only four 
elections ago. However, it has to be 
remembered that Truman had an ad
vantage which Johnson has today--the 
incomparable advantage of incumbency. 
Few would consider changing horses 
in midstream, especially when the 
horse in saddle is entirely satisfactory. 
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