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Bella; perhaps he reached the conclu
sion that, in the present phase, what 
Algeria needs is internal consolidation 
and not external adventure; or per
haps it was just a case of falling out 
of two antipodal personalities. Inevi-
tably, we slide back into the realm of 
speculation. 

The Algerian Revolution has thus 
been made to shed its last and most 
eminent hero. In the process, Afro-
Asia has been dealt wi th a shock 
extremely severe in impact. As we go 
to press, it: is s t i l l not quite clear 
whether the Afro-Asian Conference 
w i l l be postponed or not. But for the 
confusion following the coup, Harold 
Wilson's desperate attempt to salv
age his—and the Labour Govern
ment's—reputation through the device 
of the Commonwealth Peace Mission 
for Vietnam would have come to 
nought, for leaders of the Afro-Asian 
wor ld , who were to have assembled at 
Algiers, would certainly have assorted 
themselves and taken over the init ia
tive. If the Conference is now post

poned, the Commonwealth Mission 
w i l l inherit the opportunity. However, 
in the face of the violent reaction 
of Peking and Hanoi, the Mission can 
achieve l i t t le—what Anthony Eden 
could pull off in 1954 is beyond the 
capability of Wilson in 1965, a capa
bi l i ty which has been hopelessly com
promised by the Labour Government's 
all-out endorsement of President 
Johnson. 

If the Afro-Asian Conference does 
not meet on June 29, i t w i l l thus 
mean that any effective proposal for 
concerted action to bring succour to 
the hapless Vietnamese w i l l not yet 
have been put into concrete shape. 
This w i l l be, in the short run, the 
most grievous external consequence of 
the coup which has toppled Ben Bella. 
But, provided Algeria does not deviate 
from the socio-economic goals of the 
Revolution, the really significant issues 
w i l l soon sort themselves out. Last: 
week's development in Algiers is a 
pity, but there is l i t t le reason to call 
it a- calamity yet. 

Prescriptions, Spurious and Dangerous 
R A P l D and frightening detcriora-

t ion in balance of payments, an 
economy strained by shortages at many 
vi ta l points and a defence build-up the 
burden of which is, if anything, 
l ikely to grow more crushing over the 
next few years— that is the economic 
reality that faces the country at the 
end of its first decade and a half of 
planning. A great deal of optimism is 
necessary at this moment to avoid dis
mal prognostications about planning 
and development. 

Consider the balance of payments 
position. We are now vir tual ly scrap
ing the bot tom of the foreign exchange 
barrel and have come to a stage when 
we have to borrow to repay earlier 
loans: three-fourths of the latest cre
d i t from the International Monetary 
Fund is being used to repay past loans 
from that inst i tut ion. Some new non-
project, untied loans may be forth
coming, following fresh agreements 
with our creditors, and with these it 
may be possible to stave off the worst 
for the moment. But this balancing 
act w i l l have to come to an end soon
er 'than later. 

The foreign exchange crisis is 
remarkable for coming in the wake of 
a spectacular upward surge in exports. 
In the in i t i a l enthusiasm over the rise 
in exports, what was not realised, 
however, was that commodities export
ed did not mean foreign exchange 

earned. It is being realised only now 
that export earnings have lagged 
behind shipment of goods and that 
the lag is actually becoming longer. 
What has not been explained is why 
this was allowed to happen when the 
country has an elaborate system of 
exchange control. Present regulations 
require an exporter to surrender ex
port proceeds wi th in six months to the 
exchange control authorities. Apparent
ly the Exchange Control Department 
has slipped up and badly. Occasional 
cases where the invoice value of exports 
declared at the time of shipment of 
goods is higher than the proceeds 
subsequently realised may be unavoid
able, but when this becomes the rule 
one should expect that the Exchange 
Control Department and its master, 
the Finance Ministry, w i l l act to 
locate the loophole in the system. 
Instead, the public has been treated 
to an endless and futile debate over 
the discrepancies between the Cus
toms data on exports and the Exchange 
Control figures. The sprawling machi
nery of exchange control is apparently 
worse than useless since it cannot 
discharge its principal function. 

The tragic part of the foreign ex
change crisis it that it cannot be 
ascribed to an acceleration of the pace 
of economic development or to a 
change in its strategy. The 1958 crisis 
was sought to be explained as the 

result of a lapse in plan formulation 
which led to under-estimation of I m 
port needs. Are we now to be to ld 
that imports requirements have been 
under-estimated once again? A n d if 
after the experience of the Second 
Plan import, needs were under-stated 
and the possible extent of import 
substitution exaggerated in the Th i rd 
Plan, what value is one to attach to 
the estimates that are currently being 
made for the Four th Plan? If the 
Planning Commission's "Memorandum" 
is any guide it is likely that all the 
mistakes w i l l be repeated over again. 

Turning to the domestic scene, the 
hollowness of glib phrases like 'deve
lopment wi th defence'—suggesting that 
the two are complementary—has been 
adequately exposed. The experience of 
the last three years is enough to dis
illusion us about the contribution of 
defence to development. The defence 
build-up has meant, on the one hand, 
a diversion of a substantial part of 
the economy's real resources, includ
ing foreign exchange of course, from 
development uses and, on the other 
hand, an increase in money incomes 
which has left the Thi rd Plan's pre
cious commodity balances high and 
dry. The implications of defence spend
ing arc not going to be any different 
in the next Plan. 

Coming to the means which are 
being suggested for l i f t ing the economy 
out of the doldrums, it is obvious that 
the foreign exchange crisis, alarming 
though it is, cannot be cured by de-
valuation. however tempting thi;-
simple solution may seem. It is possi
ble to draw the inference from black 
market rates that the rupee is over-
valued, but it is not a general over
valuation in the sense in which one 
talks of the problem in the context 
of the advanced countries. And for 
the problems of such partial over-valua-
tion—e g, in relation to exports of 
manufactures --- there are effective; 
enough solutions in export subsidies 
in whatever form. The tax credits art 
waiting to be tried out properly and 
the import entitlement scheme is not 
beyond reform. There are other device; 
which combine the merits of selective 
devaluation and administrative simpli
city. 

The pressures that are currently 
being exerted on us do not stop wi th 
trying to impose spurious solutions to 
our balance of payments problem but 
extend to trying, wi th a measure 
of success, to thrust the domes 
tic economy into a strait jacke 
by untenably l inking the foreigr 
exchange difficulties to interna 
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pressures. It may be true that 
we ourselves are quite aware of the 
lack of any such connection and that 
if we have accepted the euphemisti
cally termed 'stabilisation programme' 
it is not out of any faith in the merits 
of the programme but because the 
high priests of the I M F would insist 
on nothing less before approving 
stand-by credits. Yet Jet us not k i d 
ourselves that the price we are paying 
is negligible or small. The possibility 
of a further tightening of credit in 

Spinning Out the Soul of India 
" D O T H Government and industry 

seem to be getting down to 
brass tacks in tackling the problems 
of cotton mills and cloth export. The 
Indian Cotton Mills Federation has 
earmarked Rs 15 lakhs for a project 
to improve cotton farming practices. 
This is a small beginning for an in
dustry established more than a 
hundred years ago but it is, never
theless, a worthwhile direct effort. 
So far the industry was content to pay 
an annual cess levied for the benefit 
of the Indian Central COTTON Com
mittee, the , continued existence of 
which as a separate entity is doubtful. 
The Committee did useful work but 
in a very limited field, namely the 
introduction of new varieties and 
longer staples; it did not or could 
not pay much attention to improve
ment of crop yields or the large-scale 
adoption of better practices. Such 
mundane activities have passed under 
the all-embracing umbrella of com
munity development and national 
extension but no tangible results have 
emerged. In the meanwhile, raw 
cotton remains scarce and costs 20 
to 40 per cent more than in other 
countries; the advantage which our 
industry had in international markets 
has been lost. Consequently, there is 
an annual foreign exchange drain of 
Rs 60 crores for raw cotton imports, 
which has turned the industry into a 
net spender of foreign exchange. 

There is a strong case for improving 
the materials and equipment base of 
the industry, a relatively small invest
ment which can earn high and quick 
returns. The plea made by Ramnath 
Podar, Chairman of the Federation, for 
better maintenance of machinery and 
training of supervisors is unexception
able, though similar pleas have been 
made sporadically at annual gatherings 

the slack season has been held out by 
the Reserve Bank Governor even 
though the severe import restrictions 
and the credit squeeze have already 
begun to te l l on industry and, besides 
hampering growth, have substantially 
raised unutilised capacity. During the 
worst years of agricultural stagnation 
in the Th i rd Plan, industrial expan
sion maintained a steady rate, but this 
may not now continue. 

A l l this needs pointing out, and 
particularly now when the Finance 

since the twenties. What one does not 
appreciate equally is Podar's placement 
of the industrial soul of India in cot
ton and jute textiles, just as the indus
tr ial souls of U S A , Switzerland, 
Germany and Japan are to be found, 
in his opinion, in automobiles, watches, 
steel and chemicals, and electronics, 
respectively. This metaphysics is not 
really necessary in the course of argu
ing for tax concessions on a high 
priori ty basis. As running and well 
established concerns, cotton mills get 
the maximum benefit from exst ing tax 
concessions while new enterprises in 
new industries do not make sufficient 
profits to avail themselves fully of 
them. 

The domestic manufacturers of textile 
machinery, some of whom belong to 
groups which themselves have a large 
interest in cotton mills, are presenting 
mills wi th leaves out of their own book. 
Machinery is defective (for which allow
ance can be made up to a point); 
models are out of date, after-sales 
service is inadequate and "the scant 
respect paid to grievances gives rise 
to a feeling of despair rather than 
anger", mainly because order books 
are full for the next two years. In a 
slightly different context, one hears 
rather similar complaints about the 
quality of cloth sold by many of our 
mills. If the soul itself is weak, how 
can one blame the flesh? 

From the Government, there is 
another useful Joshi report, which un
reservedly accepts the need for modern
isation (which was quite unthinkable 
ten years back) and goes further to 
stress the need for training workers to 
handle modern equipment (and, in
evitably, setting up training institutes). 
The Committee has found that at pre
sent only 48 mills are equipped to pro
duce quality goods for export but ano
ther 108 out of the total of 287 corn-

Minis t ry is frantically seeking a way 
out of the exchange crisis. For, even 
the economic experts in the Ministry 
have apparently ceased to be 'growth, 
men' and become 'stabilisers'. The 
danger of this change in attitudes is 
that we may lose growth in the long 
run without in the short run achieving 
stabilisation. The experience of so 
many countries which have undertaken 
stabilisation programmes at the behest 
of the Fund is ominious enough for 
India. 

posite units could be added to this 
number. There is unfulfilled demand 
abroad for poplins, shirtings, dress 
materials in piece-lengths longer than 
normally supplied by mills, widths of 
over 60 inches, and pre-shrunk cloth for 
ready-made garments. To meet this de
mand at competitive prices, the Com
mittee feels that there should be a few 
mills wi th completely modern equip
ment from blow-room to finishing and 
devoting most of their output to ex
ports. This idea was put forward earlier 
in embryo form- for mills of a relative
ly small size—in the first Joshi report 
on modernisation in 1958, The econo
mics of such mills (leave aside Bom
bay Dyeing, the giant established way 
back in the 1870's, which exports near
ly 70 per cent: of its output) has never 
been fully investigated, let alone esta
blished. If that had been done, one 
would have expected the Industrial Fin
ance Corporation to have sanctioned 
some assistance for a project of this 
nature; one doubts if it has received 
any such proposal. The investment in 
fixed assets and in creating a new sales 
organisation abroad involved in a new 
enterprise w i l l be enormous. Only 
the existing mills can undertake a task 
of this magnitude and that, too, over a 
period of time. It is better to concen
trate on the installation of wider-width 
automatic looms (which have to be im
ported), standardisation of export qua
lities, manufacture of longer pieces and 
cloth pre-shrunk by native processes 
which are being widely adopted, as the 
'sanforized' trade mark regis registration is 
about to expire. 

Oil Imports and Exchange Waste 
AN excellent case for replacing 

imports of petroleum products 
through the Western oil companies 
with imports from the rupee payment 
area—mainly the Soviet Union —existed 
long before the present foreign ex-

W e e k l y Notes 
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