
Weekly Notes 
Rationalising Export, Subsidy 

SO, it appears, the much-publicised 
differences between the Finance 

and Commerce Ministers w i l l not hold 
up the tax credit scheme for exports 
after all. The Commerce Minister has 
announced the appointment of a com
mittee of officials headed by the Com
merce Secretary to work out the details 
of the scheme. Of course, there never 
was any suggestion of differences on 
export credits per se. It is the exist
ing import entitlement scheme which 
is the bone of contention. The tax 
credits had been dragged into the 
controversy because it had to be de
cided to what extent they would re
place import entitlements. 

Import entitlements no less than 
tax credits are subsidies to exporters. 
Tax credits are a more overt measure 
but nobody need lose sleep over that. 
In his Budget speech the Finance 
Minister was quite frank about "the 
case for subsidising nascent exports". 
In any case subsidising exports has 
become so common that even G A T T 
has stopped bothering except for mak
ing perfunctory disapproving noises. 

Since the two schemes have the same 
purpose, the question why it is neces
sary to have both is indeed a relevant 
one. The Finance Minis try has for 
quite some time maintained that im
port entitlements have in practice 
proved rather expensive in terms of 
both foreign exchange and tax leakage. 
In any case, if we have to subsidise 
exports why not have an arrangement 
under which the extent of subsidy is 
known? Insofar as it is at all possible 
to regulate the amount of subsidy to 
exports according to the difference 
between domestic costs and interna
tional prices, it should be possible to 
do so under the tax credits scheme. 
Import entitlements, by contrast, leave 
the extent of subsidy indeterminate. 

Import entitlements are attractive be
cause they make available either 
necessary imports for the exporters' 
own use or imported articles which 
can be sold at a premium. Now, to the 
extent that the first category of im
ports are considered genuinely essen
t ia l , they should be dissociated from 
exports and allowed in the normal 
course. Then the second, money-
spinner, type of imports can be stop
ped altogether. 

How much foreign exchange this w i l l 
save it is difficult to say; very l i t t le 

the Commerce Ministry may claim. 
But at least the subsidy on exports 
would have been rationalised. 

Poor Defence of Managing 
Agency 
R K Hazari writes: 

MILLOWNERS seem to be long on 
yarn and short on memory. Ten 

years back when a B i l l , which ultimate
ly became the Companies Ac t 1956, 
proposed about ninety sections to deal 
w i t h managing agents, millowners and 
kinsmen gave one the impression that 
the existence of the corporate sector 
was at stake. Now in their memo
randa to the Managing Agency Abo
l i t ion Enquiry Committee, the Indian 
Cotton Mi l l s ' Federation and Bombay 
Millowners ' Association have asserted 
that the managing agency is the sheet 
anchor of private enterprise and that 
the Companies A c t has expurgated 
"the evils which had crept into it (the 
system) by efflux of time''! 

The old vocabulary has not been 
forgotten; it has received a fresh coat 
of paint. The task ahead calls for the 
participation of all available entrepre
neurial talent in greater measure than 
ever before. Only managing agents 
can mobilise savings for private in 
vestment, failing which public invest
ment would lead to inflation. The re
habilitation of cotton mills would re
ceive a setback and foreign collabo
rators would pack their bags and cause 
a foreign exchange crisis if the manag
ing agency system is abolished. Bank
ing, insurance and financial institutions 
find the system acceptable. The bene
fits of group management and com
mon services are obvious. The ICMF 
goes a step further to say that "most 
of the managing agency houses are 
based on a system of sharing of re
sponsibilities by families and this has 
a distinct advantage over management 
by professional men who cannot have 
the same degree of personal attach
ment to the fortunes of the companies 
managed by them." Encouragement to 
the system, it believes, would actually 
raise the clothing standards of the 
populationl 

It is a tribute to the efficiency and 
strength of the system that, in its dark 
hour, the defenders do not know what 
they are arguing for or about. After 
more than a century of its existence, 
the system st i l l claims to rely upon 
family attachments for its proficiency 
and future industrial growth and its 

defenders unashamedly confess that 
they have failed to produce competent 
managerial cadres. A n d what is this 
talk of personal or family involvement 
and prestige when it has been esta
blished that increasingly the larger 
part of promoters' finance is coming 
from companies and not individuals. 
In 1962-63, the managing agents (and/ 
or their associates?) of cotton mills 
advanced Rs 3 crores to managed 
companies but guaranteed loans worth 
Rs 48 crores to them. The question 
of guarantees by managing agents, 
a m o n g o t h e r t h i n g s , w a s 
dealt wi th in my article "The Man
aging Agency System'' in the Annual 
Number of February 1964. By way of 
a postscript, it may be added that a 
well known managing agency f i lm in 
Bombay recently refused to honour its 
guarantee and the creditor banks 
were left holding a few scraps of 
paper. That this default occurred more 
or less at the same time as the Enquiry 
Committee was set up is a coincid
ence, but it shows the way the manag
ing agency system is going. 

Fighting for a Lost Cause 

THE memoranda of the ICMF and 
M O A are devoid of any docu

mented facts on the relative efficiency 
of various types of managements. Apo
logies which serve for facts prove that, 
in this industry, at any rate, the 
managing agency system remains strong 
as ever, wi th the managing agents elo
quently claiming the credit for the 
expansion of the share capital of 
managed companies. The Bombay 
millowners derive great consolation from 
the small size of their corporate groups 
as compared wi th American giants 
and, therefore, conclude that there is 
no danger of concentration of econo
mic power. It should be a source of 
sti l l greater consolation to them that 
the total assets of General Motors 
probably exceed those of the Govern
ment of India and that India, f o r t u 
nately for them, has no anti-trust 
laws on the American lines which 
would mangle up the managing agency 
system straightaway. As for isreign 
collaborators packing their bags, where 
is this species in the cotton mi l l in-
clustry, except in a few managing 
agency firms in which also their share 
has been declining steadily since 
1947? 

Managing agents are fighting for a 
lost cause—for nothing. Their elimina-
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t ion as managing agents w i l l not de
prive them either of family control, 
exercised through pyramid holding of 
voting power, or of group management 
which exists elsewhere and even in 
India to a limited extent without the 
intervention of an archaic, irrational 
and expensive system of family man
agement. The common overheads and 
services available wi th in groups w i l l 
continue to be on tap and their costs 
w i l l , as at present, be debited to 
managed companies. The case for abo
l i t i on of the managing agency system 
does not rest upon its much-repeated 
abuses (many of which could be found 
under all forms of corporate manage
ment) or its tendency to concentrate 
economic power (which can exist 
independently of i t ) but upon its in 
abi l i ty to professionalise manage
ment and to delegate managerial 
powers and responsibilities. The re
muneration of managing agents is high, 
not in absolute terms, but in relation 
to the managerial, financial end tech
nical services (or the lack of them) 
which they provide. 

Backward Classes 
ONE does not ordinarily expect 

spectacular results from Govern
ment agencies and in any case to take 
to task the Department of Social Secu
r i t y would be less than fair since it 
was set up less than a year ago. The 
objective of creating this new depart
ment was to co-ordinate and integrate 
the various schemes of social welfare 
and social security t i l l then distributed 
under various ministries. The quarrel 
is not wi th the performance of the 
Department but w i th the manner of 
presentation of its Annual Report. 

Apart from a bland recital of a few 
figures of so many rupees spent, the 
report is severely non-committal. Even 
on a pressing social problem like the 
uplif t of backward classes, all the 
larger issues and the glaring inade
quacies are scrupulously ignored. 
Where do the backward classes stand 
w i t h regard to employment, educa
t ional attainments, income levels, 
and social status? One looks 
in vain in the Report for information 
on these points. 

The backward classes which consti
tuted some 21 per cent of our popula
t ion in 1961, lived almost entirely in 
the rural areas, on less than Rs 15 a 
month . Their educational at-
tainments, after years of liberal 
concessions, scholarships and reser
vation of seats, were s t i l l very poor. 
Whi le the literacy rate for the entire 

population was 22.4 per cent in 1961, 
it was just 9.95 per cent for the sche
duled castes and 8.84 per cent for the 
scheduled tribes. Their employment in 
non-rural occupations had made l i t t le 
headway. Only 40 per cent of the re
served vacancies in jobs listed by the 
Employment Exchanges were filled. In 
the Government, out of 17.75 per cent 
seats reserved for them as many as 
16 per cent were filled, but the sad 
truth is that 78.6 per cent of the vac
ancies filled were for sweepers and 20 
per cent were class IV jobs and the 
share of the backward classes in class 
I jobs was a mere 1 per cent. In the 
technical and professional jobs 30 to 
40 per cent of the vacancies reserved 
for the backward classes go unfilled 
due to non-availability of suitable per
sonnel. 

It is time that it is recognised that 
the backwardness of certain sections 
of the people cannot be overcome Ly 
legal action or "concessions'' and re
servations. More than anything else, 
the lack of enthusiasm si own by the 
backward classes themselves for mea
sures intended to benefit them must 
be investigated. The backward classes, 
sociologists have argued, suffer from 
and perpetuate their "culture of infe
r io r i ty" — practising untouchability 
among themselves (the Government has 
found it necessary in some places, at 
the insistence of the rural untouch
ables, to provide separate wells for the 
various sub-castes among them) and re
luctant to utilise scholarship facilities 
for technical education, preferring in 
stead general, liberal education. 

But on all these complex issues the 
Annual Report of the Department of 
Social Security has nothing to say. 

A Corporation Is Elected 
A Correspondent writes: 

PRE-ELECTION Calcutta looked 
"* calmer than usual and many took 

the mood as a bad omen. They said 
Kerala looked just the same before the 
recent election. This was the first Cor
poration election under adult franchise 
and so candidates tried to get people 
interested in a better future. But the 
voters have learned things the hard 
way—they are short of water, victims 
of adulterated food, sufferers in con
tinuous epidemics. Craters gape at you 
on the face of streets while the pub
lic dustbins turn your stomach. During 
the monsoon one can actually get 
drenched inside the Corporation Bui ld
ing due to waterlogging on its terr-
acel The only time you hear and see 
the city fathers is when they claw and 

flay one another in noisy meetings and, 
of course, at election time. 

There were three kinds of voters 
who started to stand in queues on 
Monday, March 29. The first k ind 
were the legitimate voters, the second 
the 'false-voters', and the th i rd the paid 
voters. A hundred seats were at stake. 
There was the Congress, the United 
Citizens' Committee (comprising seven 
Leftist parties, including the two wings 
of the CPI), the Progressive Peoples' 
Bloc (consisting of the SSP and the 
Forward Bloc), and the perennial In 
dependents. According to official fig
ures, only 60 per cent of the voters 
turned up (how many 'false-voters' 
made up that figure no one knows). 
The Congress lost its absolute majo
r i ty and got 49 seats (the figure is a 
joke in itself), the UCC 35, the PCB 
6 and the Independents 10. To add 
pep to the whole thing, the voters 
elected six detenus. 

Great rejoicing there was in the city 
when voters learned of the defeat of 
some of the old bible-bangers. And 
the six detenus became the symbol of 
protest. It would be hard to hold 
meetings wi th elected candidates under 
continuous detention. A n d the less 
meetings our Corporation has the 
better. 

Atulya Ghosh, who is Chairman of 
the Congress Municipal Association in 
addition to his other posts, has assur
ed the public that the Congress would 
get the seats it needs for an absolute 
majority—one of the Independent 
members had already pledged to join 
the Congress bloc, he claimed. The 
new Corporation consists of 100 elect
ed Councillors, five Aldermen (to be 
elected by the elected Councillors) and 
one ex-officio member, the Chairman 
of the Calcutta Improvement Trust. 
Atulya Babu hopes to get yet another 
supporter from the Independent bloc, 
and wi th 51 Councillors he is dreaming 
of bagging al l the five Aldermen! 

In spite of adult franchise and the 
Congress defeat, the Corporation Coun
cillors are going to get paid as ever 
for conducting and adjourning endless 
meetings. The election farce was well 
played and the people enjoyed it while 
it lasted. But it is all over and the 
election queues have given place to the 
more permanent fish queues. 

Bankers Differ 
IF chairmen of companies were to 

adhere strictly to purpose, their 
addresses at annual general meetings 
would be no more than bald state
ments about the financial position of 
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