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of avoiding the continuation of this 
recurrent disease. Unless a drastic 
overhaul of the economy is undertaken, 
the picture wil l be the same as usual. 

The 7 per cent Bank Rate may make 
industry reduce its investment plans 
and stop building up stocks as well. 
As a result of this import figures wil l 
fal l, Britain's balance of payments wil l 
improve so that extensive drawings on 
international credit can be avoided and 
perhaps a partial reduction of the im
port surcharge wil l become possible. 
Shortage of credit and the reduction 

THE members of the European 
Free Trade Area conferred here 

on November 19 and 20 in an atmos
phere of serious crisis (the most seri
ous in the short history of the 
"Seven") and anger. The talks were 
shrouded in secrecy, the most im
portant ones being held in between 
formal discussions of agenda items. 
Very little information was available to 
journalists. The imposing line-up of 
Ministers, mostly Ministers for Foreign 
Affairs, Economic Affairs and Agricul
ture, and particularly the 15-man UK 
delegation underlined the importance 
of the meetings. 

The Danish Foreign Minister, Haek-
kerup, was the toughest spokesman 
against the U K import surcharge. He 
almost threatened the disintegration of 
EFT A if concrete concessions were not 
agreed to by the end of the meeting. 
There was, however, no uniformity of 
views among the different countries. 
EFTA countries are hit differently by 
the British surcharge. The Danes have 
demanded concessions in agriculture in 
the form of a reduction of subsidies 
granted by Britain to certain farm ex
ports. The British subsidy on exported 
eggs has long been a source of com
plaint for the Danes. But British con
cessions to the Danes on eggs is of little 
comfort to other Scandinavian countries 
whose main complaint is that wood-
pulp is subject to the surcharge. Thus 
while there was unanimous condemna
tion of the British surcharge, there 
was no agreement on combined action 
to combat i t . 

Britain's EFTA partners were furious, 
first of all, over not being warned 
about the surcharge and accused Britain 
of taking unilateral and illegal action 
contravening the Stockholm Conven-

of investment wi l l lead to an increase 
in unemployment. This, if the usual 
pattern is followed, wi l l lead to a in
flationary budget which wil l start re
covery, and the boom wi l l cause an
other crisis, and the Chancellor of the 
Exchequer will again raise the Bank 
Rate and borrow perhaps even more 
money from international sources. 

Therefore, to get out of this vicious 
circle, the Labour Government wil l 
have to look to the real efficiency of 
the economy and a fundamental over
haul, and it is here that the moves 

t ion. The British action had, besides, 
brought about a crisis of confidence, 
they alleged. The projected action 
should have been discussed among 
EFTA members; unilateral decisions of 
this type, it was pointed out, could only 
cause serious set-back to efforts to 
achieve economic integration. 

Escape with Small Concessions 

The first two concessions offered by 
the British were too minor. First, Br i
tain agreed to the appointment of an 
EFTA watchdog committee to periodi
cally examine the financial and econo
mic policies of EFTA members. (This 
was provided for in Article 30 of the 
Charter, but had not hitherto been put 
into practice). The second concession 
concerned foreign exporters who had 
signed contracts before the surcharge 
was introduced but whose goods were 
sti l l in transit when it became operative. 
The British Government wil l introduce 
legislation enabling these exporters to 
get compensation by increasing the 
price of the original contract by 15 per 
cent. These concessions were accepted, 
but Britain was asked to fix a date, at 
the earliest, for reducing and abolish
ing the surcharge. 

There was an all-night session in a 
hotel salon on November 19 during 
which the fate of EFTA hung in the 
balance when the British Ministers and 
Douglas Jay, President of the Board of 
Trade, refused to give ground. There 
were frantic phone calls to Harold Wi l 
son and one conversation is said to have 
lasted two hours, after which conces
sions were granted. Gordon-Walker 
left Geneva the following morning. 

Britain, however, managed to suc
cessfully resist the EFTA demand for 
an immediate reduction of 5 per cent 

taken by the Government to set up a 
Ministry of Technology and to go all 
out in its attempts to modernise the 
economy are steps in the right direc
tion. Thirteen years of Conservative 
Government failed to make an impact 
on the vital problem. British economy 
must be made competitive, and this is 
a difficult and painful process which 
the Government must be prepared to 
take, regardless of the unpopularity it 
brings upon itself. It is on their long-
term measures and not on their hasty 
crisis measures that the Labour Gov
ernment must be judged. 

in the surcharge; nor did she set any 
date for reducing or abolishing the sur
charge, though she promised to begin 
to reduce the surcharge within a few 
months. But while the British Govern
ment may have resisted its EFTA part
ners' major demands, in future it wil l 
find its hands tied should it want to 
take similar drastic action in a crisis. 
EFTA's working party, set up just three 
weeks ago, wi l l meet again in December 
to bring out another report on the 
British measures and the Council of 
Ministers wi l l consider the situation at 
its next meeting in February 1965. 

* * * 

Soviet S h a k e - U p : N o t Ended Y e t 

Henri Pierre, special correspondent 
of Le Monde, says in a report that the 
Tass communique on the Moscow ses
sion of the Central Committee of the 
Soviet Communist Party indicates that 
the session is not over yet. After con
sidering measures to reorganise the ad
ministration, members of the Central 
Committee would most probably go on 
to examine the situation within the 
international Communist movement. 
The month-long Moscow-Peking truce 
has been shattered by both sides. Gov
ernment party organs in Albania con
tinued sniping at the Soviet Union, and 
in reply, after Chou's departure, anti-
Chinese criticism was published in the 
Moscow journal Problems of Peace and 
Socialism. (The journal is not officially 
a Soviet publication, but is edited by 
Soviet supporters in Prague and is 
printed in Russian in Moscow). 

The administrative reorganisation em
barked on wil l touch all echelons from 
top to bottom and wil l mark a return 
to orthodoxy. The structure of the 
party before the November 1962 re
form wil l be restored. Men who were 

Explaining to EFTA 
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too closely tied to Khrushchev's policy 
have been removed. Adjoubei's ill-
timed initiatives on the international 
plane (the steps he took to organise 
Khrushchev's visit to Bonn were con
sidered his biggest mistake) served to 
condemn him. Khrushchev retains his 
deputy's seat, but his removal from the 
scene has been settled. Later he will 
hand in his double resignation "for re
asons of health", Khrushchev and his 
friends have been accused of meddling 
in matters which did not concern them, 
of arbitrary and hasty decisions, of sen
sationalism, of boasting, of incompet
ence in managing the economy and so 
on. A l l of them, Pravda has demanded, 
must be removed from party leadership. 

Administrative Unity Restored 
Khrushchev broke the administrative 

unity of the party in 1962 by creating a 
division between those responsible for 
the agricultural and industrial sectors. 
This innovation led to serious compli
cations. Party functionaries were as
signed to tasks for which they were not. 
always competent or prepared. In ad
dition, the party officials failed to dis
charge efficiently their political duties. 
The structural unity of the party has 
been re-established at the Moscow ses
sion. The partymen have been sent 
back to their important political tasks, 
leaving their responsibilities in the 
economic held to the economic admini
strators, the presidents of the kolkhoz
es, the factory managers, etc, who, 
relatively free from bureaucratic sur
veillance and interference, may hence
forth show initiative in producing more 
and better quality goods. The new 
leaders clearly want increased consum
ption. 

Demitchev, in charge of modernisa
tion of the economy, has been promot
ed. (Since he was in the Khrushchev 
team, it cannot be said that everyone 
associated with Khrushchev has been 
removed.) Podgorny has taken over as 
second secretary in charge of the party 
apparatus. It was he who had present
ed the report on the unification of in
dustrial and agricultural, regional, pro
vincial party organisations and Soviet 
organs on the basis of which the 
Committee adopted a 5-point resolution 
abolishing the separation of party and 
government organisations along indus
trial and agricultural lines. It was also 
"considered necessary to return to the 
principle of the construction of party 
organisations and their directing organ 
along territorial production lines". 
Organisations at the regional and dis
trict levels have been directed to re-
merge into consolidated units. Party 
conferences at these levels are to take 

place next month to put an end to the 
two-sector division. There w i l probably 
be numerous changes among local party 
officials and after these changes have 
been completed there may be some fur
ther reorganisation of the Government. 

The Rising Star 
The rising star in the CPSU is un

doubtedly Shelepin. Under Stalin he 
was head of Komsomol; under Khrush
chev he was head of the Secret Poiice. 
Now he has joined the small elite who 
belong to both of the key units within 
the Communist Party, the secretariat 
and the Presidium (the others are 
Brezhnev, Podgorny and Suslov). And, 
besides, Shelepin is also a deputy pre
mier. At 46, he is the first of the 
generation born after the Revolution to 
gain this status—he is ten years younger 
than the other three. Far from being 
liberal, however, he is considered a 
champion of doctrinal rigour and vigil
ance. Shelepin's rise explains much of 
the anxiety in Western circles, who 
have also not failed to notice Semitch-
astny's promotion. They fear that 
moves towards liberalisation and demo-
cratisation wil l be closely controlled and 
perhaps even stopped by strict ortho
doxy. 

Meanwhile, the last Chinese-Soviet 
meeting in Moscow marks another 
stage in the decline of Soviet autho
rity in the world Communist move
ment, especially among the East 
European communist parties who can 
no longer be rigidly disciplined from 
Moscow. The present confusion suits 
their interests very well. The Czech 
National Assembly reappointed No-
votny to a new term as President in 
defiance of the Kremlin policy of col 
lective leadership. The Czechs seen: 
determined to maintain a system of 
unitary leadership of the State and 
Party apparatus. Nevertheless. East 
European Communist leaders are also 
anxious about the future of the world 
Communist movement since the de
mands presented in Moscow by Chou 
en-lai appear to have crushed all hope 
of a compromise in the Sino-Soviet 
ideological dispute. Gomulka and Kadar 
are reputed to be bound for Paris 
early in the new year, and Maurer, the 
Rumanian Premier, for London and 
Washington. 

Wooing Africa 
Yugoslav sources say that the areas 

of conflict between the estranged 
Communist powers are so broad that 
any compromise would entail unaccep
table retreat by Peking or by Moscow, 
The particularly sensitive issues are the 
territorial disputes along the Sino-
Soviet border and political competition 

in Africa which, incidentally, makes 
the Western powers none too happy. 
To Peking, Africa represents an inter
mediate zone lying between the 'im
perialist' world and the 'socialist' 
world. To Moscow, Africa is the 
"third world" of developing States 
which with the Communist bloc, is 
supposed to constitute the "progres
sive" forces. One of the handicaps of 
the world Communist movement in 
Africa is the lack of Communist parties 
in African countries, with the excep
tion of South Africa. Most of the 
African countries are run by autho
ritarian single-party governments who 
may support Moscow or Peking posi
tions in foreign policy but refuse to 
tolerate communists at home. 

The immediate brake on Communist 
success in Africa is that neither the 
Soviet Union nor China is wealthy 
enough to meet the demands for capi
tal and over-all economic aid of the 
former colonial countries. Total Sino-
Soviet offers of economic aid in the 
decade up to 1963 were 5 billion 
dollars compared to 39 billion dollars 
offered and delivered by the West (the 
largest proportion coming from the 
United States), excluding private in
vestments. A number of African states
men themselves have expressed concern 
at Soviet and Chinese activities in their 
countries. The Peking technique is 
to offer economic aid to an African 
country which then undertakes diplo
matic negotiations with a view to 
establishing representations. Then Pek
ing sends in trained operatives to con
tact and influence individual leaders 
in the nationalist groups and nascent 
organisations like trade unions. To 
be sure, this is not a new technique. 
Other countries are using it in Africa 
and elsewhere. 

* * * 
European Shipping in Doldrums 

European ship-builders have just lost 
a £12 million order from the P & O 
groups to Japanese yards. Another £18 
million order may also be lost. Only 
one of the four giant bulk carriers 
ordered by P & O is to be built in the 
West at Govan, on the Clyde. the 
other three wi l l be built in Japan. Si
milarly, for the first time in their his
tory, Canadian Pacific has placed con
tracts outside Britain. The Japanese 
can build ships about 20 per cent 
cheaper than European yards. They 
have cheaper steel, lower wages and 
massive Government support. 

France is a country which is parti
cularly concerned about its decline as 
a maritime power. According to French 
Government spokesmen, France has 
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dropped from 6th to 11th place among 
maritime nations since 1957. In a bid 
to improve their competitive position, 
three French shipping companies have 
joined forces. The companies are the 
Compagnie Maritime des Chargeurs 
Reunis, the Compagnie de Navigation 
Fraissinet and the Paquet Compagnie. 
A l l have big Mediterranean and North 
African runs. Under the merger agree
ments, the Compagnie Maritime des 
Chargeurs Reunis acquired majority 
rights in the Compagnie de Navigation 
Fraissinet et Cyprien Fabre and its 

branch', the Societe Ivoirienne de Con
signation et d'Armement. It also took 
over another Fraissinet shipping line, 
the Societe Generale de Transport 
Maritime. Compagnie Maritime plans 
to merge its acquisitions into a new 
company with headquarters in Mar
seilles. With the Paquet company it is 
launching a joint shipping venture 
named La Nouvelle Compaignie 
Paquebots. 

French Government spokesmen admit 
that only 48 per cent of France's 
imports and 38 per cent of her exports 

are transported by French-registered 
vessels. A total of 46 French ships were 
laid off or sold abroad last year and 
2t900 French sailors serving on passen
ger ships have been laid off since the 
beginning of 1963, The French Gov
ernment proposes to encourage amalga
mation of shipping companies and plans 
to reserve all goods to be shipped to 
Russia under the new French-Soviet 
trade pact for French ships. 

— Sunita Banerjee 

November 23. 

Book Review 

Metropol i tan Finances 

THE New York Institute of Public 
Administration has undertaken, as 

part of its programme of international 
urban studies, "a series of fiscal studies 
of the Calcutta Metropolitan District." 
The report under review is the first of 
this series to be published. To put it 
in the words of the authors, it is "the 
outcome of a collective effort to bring 
together the financial statistics of 36 
urban local authorities", over a 12-year 
period beginning in 1950-51. The gener
al objective of the authors is "to pre
sent a background report that attempts 
to set the stage for further investiga
tions" and to arouse "some interest in 
this neglected field of fiscal science in 
India" 

Calcutta Metropolitan District with a 
population of 5.6 million in 1960-61 is 
the largest conglomeration of people in 
this part of the world with the excep
tion of Tokyo. Interestingly, however, 
the rate of growth of population in the 
Metropolitan district in the decade of 
the 1950's was almost half the rate at 
which the population of West Bengal 
as a whole increased. Indeed, the rate 
of growth of population in Calcutta 
proper was even lower. As the authors 
of the Report observe, while Calcutta 
continues to dominate its hinterland, 
its dominion is gradually being reduc
ed. This is true with respect not only 
to population but also to rates and 
taxes, and income and expenditure of 
the several governmental units. 

At the same lime, the Report brings 
out that the per capita expenditure in
curred by the State Government in 
Calcutta is much higher than in either 
West Bengal as a whole or in the other 
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urban local authorities of the Metro
politan District. It is nearly thrice as 
high as in West Bengal as a whole. 
But the local government expenditure 
does not show a similar dispari ty. In 
fact, per capita local Government ex
penditure in 1960-61 was a little lower 
in Calcutta proper than in West Bengal 
as a whole. In other words, disparity 
in the cost, and also probably the level, 
of Governmental services between a 
highly dense population concentration 
like that of Calcutta and less dense 
concentration arises with respect to 
stale Government expenditure. 

Municipal Services : Cost and Quality 

Why is this so? Is it because the 
local authority in Calcutta is unable to 
meet the higher cost of services and, 
therefore, the State Government has to 
step in to provide the minimal services? 
Or is it that the level of services pro
vided in Calcutta is higher than in the 
rest of the State? Probably, the truth 
lies somewhere mid-way. The Report 
does not presume to answer these qu
estions but they are very important qu
estions and researchers in Calcutta and 
other large cities like Bombay, Madras, 
Ahmedabad and Delhi must attempt to 
answer, " i f only to establish a tirm 
basis for the appraisal of existing poli
cies and programmes". 

The report brings out that over the 
period surveyed income on revenue ac
count grow much more slowly in Cal
cutta than in other local authority areas 
of the District and also in West Bengal 
as a whole. Per capita tax in Calcutta 
increased from Rs 1196 in 1950-51 to 
Rs 16.48 in 1960-61 whereas the cor
responding increase in West Bengal 

was from Rs 9.73 to Rs 16.30. This 
may reflect the slower rate of growth 
of population, and income too, in Cal
cutta proper. But the fact that the 
current per capita local tax levied in 
Calcutta and West Bengal as a whole 
is nearly the same could mean that the 
Calcutta local authority is either some
how unable to raise larger per capita 
tax revenue or would, on its own, be 
content to provide a lower level of 
services. This, of course, assumes that 
the cost of the same basketful of 
services is higher in Calcutta than in 
the rest of West Bengal. 

The Report is duly cognisant of 
these issues. It is essential to establish 
some, though rough, measures of stand
ard local services. On the basis of 
these measures i t wil l be feasible to 
appraise the costs of urbanisation in 
various centres, new and old. As the 
Report rightly observes, per capita ex
penditure index is not at all suitable 
for comparing the service levels of the 
various local bodies. But this is an 
area of research worth probing in great 
detail if studies of local finance in India 
are to rise above the present pedantic 
levels. Let us hope that the research 
studies undertaken in Calcutta wil l 
keep the promise that the Report un
der review holds. This is just a begin
ning. 

* This and the subsequent observa
tions are based by the reviewer on 
the assumption that the fiscal data 
given in Table 1 of the Report re
lates to local Government income 
and expenditure just as the data in 
Table 2 pertain to State Govern
ment expenditure in local authority 
areas. 


