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would be Ugandans who w i l l ultimately 
take over the entire management. 

This is the ideal form of aid which 
India can extend to more underdeve
loped countries. In two earlier com
ments on the subject (October 24 and 
October 31, 1964) it was pointed out 
that such assistance should preferably 
be extended by or through the public 
sector and that managerial, financial 
and technical control over the enter
prises concerned should pass into local 
hands over a specified period of time. 
This is the only arrangement which 
would be consistent w i th our own 
attitude to foreign aid and would also 
assure export of indigenously manu
factured machinery on a long-term 
basis. Indian private enterprise which 

is going into Ethiopia, Nigeria and 
other African countries is, on the 
other hand, motivated entirely by pro
fits without any serious intention of 
repatriating them home or placing or
ders for local machinery — the Birla 
cotton m i l l in Ethiopia purchased its 
equipment f rom Switzerland and others 
are also hunting for foreign exchange 
under the guise of exporting a handful 
of machinery — or training the A f r i 
cans to finally take over. Profits in 
Africa are large but we cannot afford 
to lose what l i t t le goodwill there is for 
Indian business by the export of, 
among other things, sharp practices 
which are already creating a bad im
pression over and above the traditional 
antipathy which Africans have towards 
domiciled Indians. 

Since this is the first organised 
attempt to export Indian machinery 
and technical and managerial know-
how, a conscious effort would be 
required to make an exemplary success 
of i t . Both machinery and men would 
have to be the best that can be offered 
and maintained. Public relations, as 
the Russians demonstrated in Bhilai , 
are a key factor. The Indian person
nel sent to Uganda must be carefully 
selected and put through an orienta
tion course to avoid mishaps in 
human relations. The African may 
be innocent and backward but he is 
sensitive and eager to be accepted as 
an equal — just as we are in dealing 
with westerners. Any impression that 
we are out to exploit African back
wardness must be avoided. 

Weekly Notes 
TTK and Bankruptcy 

PEOPLE often say things which, on 
_ sober reflection, they wish they 

had not said. With Ministers this is 
an occupational hazard, but our M i n i 
sters have struck upon (and have over
worked) a device to get themselves 
out of trouble — they just say they 
were misreported. One sincerely hopes 
that the Finance Minister was indeed 
misreported when he made the amazing 
assertion — amazing even to those 
familiar wi th a Minister's idea of his 
own importance — that as long as lie 
was Finance Minister the country 
would not go bankrupt! "After me, the 
deluge" — shades of the Bourbons! 

Presumably, the Minister was referr
ing to external solvency. We are not 
bankrupt in the sense that our inter
national cheques have not bounced 
yet. We have been spared this igno
miny directly through a refunding of 
our obligations by institutions like the 
I M F and by some countries and in
directly by the provision of non-pro
ject aid. The Minister possibly wishes 
to take credit for arranging this to-
funding in view of his wi l l ing acquie
scence in the stern measures of internal 
monetary discipline which our foreign 
creditors are prescribing for us. But 
how long can we travel on that road?  
What happens when we use up the re
mainder of the stand-by credit (a 
mere $ 75 mil l ion now) and do not get 
adequate cash aid in time? The time 
for financial brinkmanship would then 
be over; we would have gone over the 
brink and a regular stabilisation pro
gramme would be insisted on. The 

Finance Minister may stay (for the 
nation's good, of course) but only as 
an agent for carrying out policies indi
cated in the programme. 

There seems to be a queer coinci
dence — if it is only that — between 
the tenure of office of T T K in Finance 
and our parlous financial straits. In 
1957-58 we were running through our 
reserves and, after starting wi th a com
fortable reserve cushion in 1956 on 
the eve of his assuming office, we were 
forced to draw on the Fund for a sum 
of $200 mil l ion. By 1958 we had he-
gun to pass the hat around. Internal 
deficit financing was also highest in 
1957-58. Now, once again, his holding 
of the office has coincided wi th a 
severe exchange crisis. The bottom of 
the barrel has been scraped but we 
have a seemingly cheerful Finance 
Minister assuring us that we wi l l not go 
bankrupt. That is a tribute to the 
resilience of the economy more than 
anything else. A cynic might say that 
we w i l l not go bankrupt—despite the 
Finance Minister. 

Snail's Progress 

THE Ranchi snail is nowhere 
near the end of its long and 

arduous journey. Its new chairman, 
T R Gupta, former chief executive of 
Jay Engineering, appears to have 
brought some drive and much more 
optimism, but the goods are a long 
way off from delivery. 

Four major projects come under 
the Heavy Engineering Corporation: the 
machine building project, the foun

dry forge and the heavy machine 
tools project at Ranchi and the coal
mining machinery plant at Durgapur. 
Of these, only the first has really gone 
into production; its entire construction, 
erection and commissioning is expect
ed to be completed some time next 
year. Out of 44,000 tonnes of mate
rials and equipment including struc
t u r a l required for the plant, about 
36,000 tonnes have been shipped 
from USSR; of the 838 standard ma
chine tools to be installed, 690 have 
been received at site and 561 have 
been installed. The plant needs 
advance orders, much more than 
those for 40,000 tonnes of machinery 
and equipment which include the orders 
for Bhilai and Durgapur expansion, 
booked already. It is negotiating for fur . 
ther orders, of 58.000 tonnes for Bokaro 
and other steel plants. Gupta is con
fident of turning out a completely 
swadeshi steel plant by 1972-73, 
though less well-informed persons 
would like to know what precisely 
complete self-sufficiency in the ma* 
nufacture of large plants means. For 
the time being, even the heavy ma
chine building plant is bedevilled by 
lack of firm orders, made worse by 
the continuing handicap of both H E C 
and potential customers in designing 
and by the unfortunate prolonged de
lay in the foundry forge project. 

The foundry forge plant is way 
behind schedule. Civi l work on it is 
in the preliminary stages; c iv i l cons
truct ion of the main production bui l
dings are s t i l l at 5 to 18 per cent 
completion stage. Out of 41,500 ton— 
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nes of steel structurals required, 7,000 
tonnes have been received at site and 
2,100 tonnes erected. Of 53,000 t o n 
nes of equipment including refracto
ries to be imported from Czechoslo
vakia, nearly 49,000 tonnes have been 
received, However, only 13 per cent 
of the grey i ron foundry installation 
is complete. Total production during 
1963-64 was 300 tonnes. Delays in 
completion apart, the plant is caught. 
in a vicious circle. It does not get 
adequate orders and is unable to se
cure enough materials, particularly 
non-ferrous metals, to fulfil the orders 
received. 

The heavy machine tools project, 
also being put up wi th Czech collabo
ration, is the farthest behind. Rough 
levelling and grading of plant site 
was completed in May 1964. Civi l 
work has been taken up recently 
and about one-half of the materials 
and equipment to be imported from 
Czechoslovakia has been received. 
Production is expected to commence 
next year. 

The coal-mining-machinery project 
wi th Russian collaboration at Durga-
'pur commenced production of conveyor 
belts and pumping sets in November 
1963. It w i l l also design and produce 
coal-washery equipment. Civi l work 
has been completed and the greater 
part of equipment to be imported has 
arrived and has been installed. 

The number of foreign experts is 
180 at the foundry forge, 167 at the 
heavy machine building project, 6 at 
the heavy machine tools plant and 138 
at the coal-mining machinery project. 
The Russian and Czech credits for 
these plants were extended in 1958 
and enlarged further in I960, when it 
was decided that their capacities 
should be substantially larger 
and when it was also found that 
their foreign exchange component 
was bigger than the credits, especially 
in the case of the Czech-aided plants. 
The main causes of the delay, how
ever, have been three: indecision 
about the precise pattern of produc
tion, administrative bungling, and i n 
adequate development of designing 
facilities. The completion of these 
projects on schedule would have 
substantially eased the pressure on 
foreign exchange resources, besides 
inspiring confidence in the attempt to 
achieve technological self-sufficiency. 

Don't Axe Export Credit 
T H E provocation to return in these 

columns to the harmful effects 
of bad foreign exchange budgeting and 
reporting is provided by reports ap

pearing in the financial press of moves 
to insist on prompt realisation of ex-
port proceeds. At present exporters 
are allowed six months to bring in 
the proceeds to India. Recent delays 
in receiving export receipts could be 
ascribed to various causes: the possi
b i l i ty of profitable investment abroad 
and—does one dare mention it?—spe
culative action against the possibility 
of a rupee devaluation. Apart from 
such special factors, the lengthening 
of the date of payment is a feature 
which has marked international trade 
wi th a reversion to buyers1 market 
conditions. 

It is in the light of this develop
ment that we in India have been tak
ing steps, especially in the new mar
kets and for the new products, to en
able our exporters to match the att
ractive credit terms offered by com
petitors. Several committees and work
ing groups have stressed the import
ance of offering competitive credit 
terms as a factor in international trade 
and the need for us to do more in 
this direction. The E C G C's recently 
expanded role is a step in this direc
tion. That is also why the R B I's eli
gibili ty rules permit an 180-day b i l l 
being offered as collateral. It is inte
resting to note that even as newspaper 
reports indicate so much concern in 
New Delhi over the consequences of 
allowing credit facilities to Indian ex
porters for the pace of repatriation of 
export proceeds, the Industrial Deve
lopment Bank has relaxed the provi
sions of its scheme for refinancing of 
medium-term export credits. A press 
note just received from the IDB says: 

" W i t h a view to extending the 
benefits of the scheme for refinanc
ing of medium-term export credits 
to exporters who ship goods against 
contracts for amounts less than Rs 
1 lakh, the Industrial Development 
Bank of India has decided to re
move (he present restriction in the 
scheme that such export contracts 
should be for a minimum amount 
of Rs 1 lakh. This relaxation, it is 
hoped, would help small exporters 
to offer competitive terms to their 
customers abroad. ." . 

Clearly, there is a case for larger 
and cheaper export finance which 
would enable the exporter in turn to 
offer better credit terms. Panicky 
action to curb such credit extension 
taken to meet a short-term crisis can 
only upset the good work done to 
broaden the credit facilities our ex
porters can offer foreign buyers. 

E E C and Developing Countries 

A T T E N T I O N has been focussed on 
" the European Comon Market's 

relations w i th developing countries by 
certain events of the last few days. 
The EEC Council of Ministers has de
cided to permit its Executive Com-
mission to re-open negotiations w i t h 
N i g e r i a o n new and more 
hopeful terms. The Commission has 
also begun a specific study of India's 
trading problems w i t h the E C M ; the 
recently published annual report of the 
ECM for the first t ime makes more 
than a passing reference to India. 

The ECM is the largest single cus
tomer for the developing countries as 
a group. Its imports are 10 times as 
large as those of the Soviet Union, 
twice as large as those of the U K,  
and considerably larger than those of 
the U S A . Though the developing 
countries are not satisfied w i t h the 
record of the ECM, yet its imports 
from that group increased f rom 
$6,800 mi l l ion in 1958 to 59,800 m i l . 
lion in 1963. The E C M has in fact 
been running an increasing trade de
ficit w i th the group of developing 
countries. 

Hitherto France has exhibited a re
lative lack of concern for the trad
ing problems of developing countries, 
excepting the former French colonies. 
She has not yet signed the new chap
ter of the G A T T which lays down 
that the developed countries should 
no longer insist on reciprocity in their 
trade relations with the under-deve
loped countries. Since last year Nige
ria has been negotiating wi th the EEC 
for associate-member status. Almost 
a month ago the negotiations reached 
a deadlock because the French de
manded greater reciprocity from Nige
ria than the latter thought was justifi
ed in the light of the new chapter of 
the G A T T . Perhaps the real reason 
for the French opposition was the 
desire to have the former French ter
ritories of Morocco and Tunisia ad
mitted before Nigeria. However, the 
other EEC countries seem seriously 
concerned about the criticism that 
they might be helping to perpetuate 
the old colonial divisions of Afr ica . 
Though the EEC Excutive Commis
sion has been given a new mandate, 
the final success of the negotiations 
wi th Nigeria is not certain yet, espe
cially because so far official talks w i t h 
Morocco and Tunisia have not been 
authorised. 

It is believed that Kenya, Uganda 
and Tunisia are also eager to obtain 
a special trade or an associate-mem-
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