
T H E E C O N O M I C W E E K L Y August 7, 1965 

a price exceeding Rs 2,700 a tonne 
and the price of groundnut oil shot up 
from Rs 2,750 to Rs 3,150 after the 
industry's decision to observe the 
voluntary price ceiling. And that is 
not about all, In Saurashtra, groundnut 
oil was quoted very much lower when 
the industry fixed the ceiling of Rs 
2,700. The voluntary price is to be 
remain in force until August 10 when 
the managing committee of the '/anas-
pati Manufacturers' Association will 
meet again in Bombay to review the 
position. 

The vanaspati industry's decision to 
keep off the market has contributed 
only a little to the recent decline in 
groundnut oil prices. While technical 
considerations alone could have produc
ed a sizeable set back—no market e 'en 
keeps rising without occasional set
backs — the recent all-round reces
sion in oilseeds reflects largely the 
turn in market psychology following 
very favourable weather conditions in 
almost all the groundnut producing 
areas. Up-country has been reported 
as a persistant selter in linseed and 
castor futures, particularly in linseed. 
Stockist who had been siding light on 
the unhappy chance that the weather 
might not oblige are now beginning to 
feel uneasy as the weather has conti
nued to be very satisfactory. For the 
first time, near the week-end, market 
men reported some anxious selling in 
groundnut oil by stockists. Business 
put through was not large but prices 
fell because of the preponderence of 
sellers. It is too premature to make 
any assessment of groundnut crop pros
pects, let alone castor and linseed 
crops which have yet to be sown. Too 
much should not be made of the 
recent setback in oilseeds prices as 
prices had been pushed to very high 
levels. The price trend in coming 
weeks is likely to be moulded mainly 
by the weather news because it is the 
weather which holds the real key to 
production. 

On the export front, only cotton
seed cake is doing well as the business 
is quite remunerative, thanks to the 
incentive scheme. Export business in 
groundnut extraction has been affect
ed by the Government's new policy 
under which only the manufacturers 
will be allowed to conduct export busi
ness from October. Exporters who are 
not having any extraction plants of 
their own are in no mood to enter into 
forward commitments normal for this 
time of the year. Groundnut extrac
tion prices have eased by about Rs 
15 per tonne over the past few days 
due to poor overseas inquiries. 

at Rs 792.34 crores. During the week 
there was a slight decline in 'he 
amount of inland bill purchased and 
discounted by Rs 4.37 crores at Rs 
162.04 crores. Foreign bills purchased 
and discounted showed a small in
crease of Rs 1.08 crores at Rs 80.23 
crores. Money at. call and short notice 
declined by Rs 37 lakhs at Rs 64.51 
crores. 

Notes in circulation during the week 
to July 30 were substantially lower at 
Rs 257142 crores against Rs 2607.31 
crores in the previous week, accord
ing to the latest Statement of Affairs 
of the Reserve Bank. Deposits of the 
Central Government were higher by 
Rs 31.44 crores at Rs 119.45 crores. 
State Government deposits wore hol
ier as well by Rs 47 lakhs at Rs 17.04 
crores. Deposits of the scheduled 
banks were, however, lower at Rs 
99.51 crores by Rs 9.29 crores. Foreign 
securities with the Reserve bank were 
unchanged at Rs 68.35 crores while 
balances held abroad were slightly 
higher by Rs 18 lakhs at Rs 7.42 
crores. Advance to governments were 
lower by Rs 5.52 crores at Rs 56.01 
crores. Advances to scheduled banks 
were lower as well at Rs 9.49 crores 
against Rs 15.51 crores during the 
previous week. Investments moved up 
again during this week by Rs 14.91 
crores at Rs 326.23 crores. 

provides about the lowest employment 
potential. For every rupee spent in 
creating new steel capacity, we creare 
products worth only half a rupee every 
year, whereas the ratio is at least 1:1 
in industries manufacturing products 
made of iron and steel, and their em
ployment potential is many times 
higher. As regards exports, steel-
making capacity exceeds demand in 
most steel producing countries and ex
ports from India can be made only 
at a heavy loss. 

Tata states that, when in 1959 the 
steel industry was consulted by the 
Planning Commission in regard to the 
Third Plan targets he had questioned 
the need for placing so much empha
sis and allocating such a large propor
tion of resources for the development 
of the basic steel industry. He had 
then pointed out that in other coun
tries the ratio of steel consumed to 
the total production of manufactured 
goods was much lower than that 
planned for our country and that while  
it was essential to meet in full the 
needs of manufacturing industries 
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Money and Banking 
Thursday, Morning 

CONDITIONS in the Bombay 
short-term money market during 

the week to August 5 displayed a 
slightly tightening trend. The easiness 
prevailing in the previous weeks 
seemed to be coming to an end as 
rates of interest moved slowly upwards. 
Demand for funds showed a small 
increase as funds were withdrawn for 
investment in treasury bills. The rate 
of interest as on Thursday morning 
was 4½ per cent against 4 per cent 
last week 

Scheduled bank deposits du ring the 
week to July 23 showed an increase 
of Rs 26.37 crores to Rs 2777.85 
crores, according to the latest schedul
ed bank returns. Total credit, declined 
by Rs 28.06 crores to Rs 2034.61 
crores. Cash in hand was lower as 
well al Rs 69.65 crores against Rs 
72.66 crores during (he previous week. 
Balances with the Reserve Bank in
creased by Rs 9.69 crores to Rs 112.14 
crores. Borrowing from the Reserve 
Hank at Rs 15.63 crores showed a de
cline of Rs 10.74 crores. Investment 
in government securities was substan
tially higher at Rs 811.95 crores 
against Rs 764.88 crores during (he 
previous week. Loans and advances 
showed a decline of Rs 24.79 crores 

BUSINESS NOTES 

Tata Steel 
J R D TATA, Chairman, Tata Iron 

and Steel Company, has urged 
rethinking about the planning of steel 
expansion in the Fourth and Fifth 
Plans on the basis of a rigorous assess
ment of the relative priorities to be 
attached to steel and other products 
in short supply. He has questioned the 
wisdom of planning to spend over 
Rs 1,000 crores during the next Plan 
on raising steel producing capacity to 
about 16.5 million tonnes with the in
tention of achieving self-sufficiency 
and creating an exportable surplus. In 
a country where shortages and im
balances afflict the economy, is it 
reasonable, Tata asks, to give a higher 
priority to steel for non-essential pur
poses than to fertilisers, road trans
port, electric power, education, medi
cal care and other purposes in all of 
which there will be persisting short
ages even after the Fourth Plan. In 
his statement circulated with the 
company's report for the year to March 
last, Tata says that the steel indus
try is the most capital intensive of all 
engineering industries and one which 
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5½ per cent State Government Loans, 1977 
AMOUNT ISSUE PRICE 

STATE (IN CRORES OF RS ) PER CENT 
Rs 

All loans will open for subscription on Monday, 23rd August 1965 and close on Saturday, 28th August 1965 or 

earlier without, notice as soon as subscriptions approximate to the amount of each issue. Alt the State Governments 

reserve their right to retain subscriptions upto ten per cent in excess of the notified amounts, 

The loans will be redeemable at par after 12 years i e 23rd August 1977 and interest will be paid half-yearly 

on 23rd February and 23rd August each year. 

Subscriptions may be in the form of CASH/CHEQUE. 

Applications for all the loans will be received at the offices of the Reserve Bank of India at Bangalore, Bombay 

(Fori and Byculla), Calcutta, Madras, Nagpur and New Delhi, the State Bank of India, Patna and the State Bank 

of Hyderabad, Hyderabad. 

Applications will also be received at other places within the respective States as follows:— 

i) Branches of the Subsidiary Banks of the State Bank of India conducting Government treasury work. 

ii) Branches of the Stale Bank of India at places where there are no branches of its Subsidiary Banks con

ducting Government treasury work. 

iii) Treasuries and Sub-treasuries (except in the States of Assam and West Bengal) at places not served by the 

aforesaid branches. 

Copies of the Notifications and Application Forms may be obtained from the Receiving Offices concerned, 

Those tendering applications at the offices of the Reserve Bank of India at Bangalore, Bombay (Fort and 

Byculla), Calcutta, Madras, Nagpur and New Delhi will , in the event of oversubscription to the loan applied for, be 

given the option of transferring their cash refunds to any of the State Government loans which may still be open for 

subscription. To avail themselves of this facility, the applicants should complete the "Special Option Form" (copies 

of which can be obtained at any of the foregoing offices of the Reserve Bank of India) and tender the form along 

with their applications. 

1240 



T H E E C O N O M I C W E E K L Y August 7, 1965 

consuming steel, particularly of costly 
special steels, there was no justifica
tion for committing so much scarce 
resources in money and foreign ex
change to ensure complete self-suffi
ciency in steels used for non-essential 
purposes. He had also pointed out that 
it was wasteful to invest vast sums 
in steel capacity without making sure 
of a simultaneous expansion of raw 
materials, transport, power, technical 
and managerial skills, without which 
the new capacity would remain idle 
or take an unduly long time to reach 
full utilisation. But his views were not 
accepted by the authorities concerned. 

Recently, the Government has asked 
the company to consider a further ex
pansion of about two million ingot 
tonnes in the Fourth Plan period. The 
doubling once again of the capacity of -
the Jamshedpur plant poses technical, 
financial and other problems of tre
mendous magnitude and complexity, 
the solution of which is fraught with 
many uncertainties. The company wil l 
obtain from a firm of independent 
consulting engineers a preliminary nro-
ject report or feasibility study on 
which wil l be based future considera-
ton of the project. The whole project, 
if it fructifies, wil l depend on the 
financial support and approval of the 
World Bank. At the moment, however, 
the picture is somewhat nebulous, and 
it is not expected that the company 
will be in a position to place concrete 
proposals before the sharehalders for 
another year. 

Indian Iron 
A RETROGRADE step has been 

taken in according Indian Stan
dards Specification to certain steels of 
definitely inferior quality, according to 
Sir Biren Mookerjee, Chairman of 
Indian Iron and Steel Company. In 
his annual statement issued to the 
company's shareholders, Sir Biren 
says that in the place of the former 
"Tested" steel we now have steel of 
"Standard Quality" and of "Fusion 
Welding Quality" governed by pres
cribed and adequate specifications but 
"Untested'' steel is now replaced by 
"Ordinary" (or, as it is popularly de
signated, "Commercial") quality steel 
to two differing specifications and by 
"Off-grade Quality" steel, to which, 
being the dregs of production, no 
specification could conceivably be 
assigned. It is entirely fallacious to 
imagine that because of its lower 
price of Rs 45 per tonne, the use of 
"Commercial St 32-0 Quality" steel 
leads to economy in the cost of 
structures. This steel must on no 

account be used in structures for 
carrying dynamic live loads. If used 
for other structures in disregard of 
the usage intended according to its 
specification, then heavier sections 
than those of Standard Quality steel 
must be utilised because of its lesser 
strength. Taking this consideration 
into account, the use of Commercial 
St 32-0 Quality steel leads to ex
cessive consumption of steel, varying 
between 14½ per cent to 25 per cent, 
and the total cost of steel is actually 
from 8½ per cent to 19 per cent 
higher. 

Sir Biren has also pointed out the 
grave risks attendant upon any mix
ing of Commercial or off-grade quality 
steel with Standard Quality steel, for, 
he says, if any of the former steel 

— were to be used on structures bearing 
dynamic live loads, or if the differing 
characteristics of the Commercial 
and Standard qualities were to le-
main uncompensated—even in respect 
of one member only of a Structure-
then the effect could well be disastr
ous. Appreciating that perfection of 
production in the industry can never 
be achieved and that there must al
ways be a certain quantity of Com
mercial and Off-grade quality of steel 
to be disposed of, Sir Biren has 
stressed that the consumer should be 
safeguarded against the possibility of 
the mixing of Commercial and Off-
grade quality steel with steel of 
Standard Quality. In order to minimise 
who have the organisation and 
this possibility only the producers 
whose reputations are involved and 
who have the organisation and 
facilities for the strictest possible 
supervision, should be permitted to 
stock all qualities of steel for 
sale to the consumer. As regards 
other stockists, he has suggested that 
these should be divided into two 
separate and distinct categories: one 
handling Standard Quality, Fusion 
Welding Quality and Commercial 
(St 44-0) Quality steel only and the 
other Commercial (St; 32-0) Quality 
steel and Off-grade steel alone. Sir 
Biren feels that the present practice 
of allowing any stockist, to stock and 
sell steel of all qualities is fraught 
with the gravest dangers. 

In regard to the company's working 
during the year to March last, Sir 
Biren says that as a consequence of 
some untoward events production of 
steel ingots fell to 949,887 tonnes, 
lower than the previous year's level. 
Among these, the major misfortune 
was a mishap to No 3 blast furnace 
resulting from the sudden fracturing 

of the heavy-duty alloy steel rod 
from which is suspendud a large seal
ing bell weighing some 15 tonnes. The 
bell dropped inside the furnace and 
the furnace could be put back on blast 
only after about ten days, and it Look 
furnace to normality. Besides, the 
poor and violently fluctuating quality 
of the supplies of coal and limestone 
rendered operations exceptionally diPi-
cult. 

Mukand Iron 
THE trading results of Mukand 

Iron and Steel Works for the 
year to March 31 last are more or less 
the same as in the previous year, with 
gross profit a shade lower at Rs 
92.09 lakhs compared to Rs 92.26 
lakhs. With small savings in each of 
the necessary provisions, however, me 
net profit for disposal is about Rs 2 
lakhs higher than the previous year. 

Provision for depreciation has ab
sorbed Rs 20.65 lakhs (Rs 21.16 lakhs), 
that for taxation Rs 38 lakhs (Rs 38.50 
lakhs) and that for development rebate 
reserve Rs 1.20 lakhs (Rs 2.55 lakhs). 
No amount has been set aside for bad 
and doubtful debts which received Us 
0.05 lakhs last year. After making 
these provisions, the balance profit 
amounting to Rs 32.29 lakhs 
(Rs 30.44 lakhs) is allocated to general 
reserve from which the dividend, when 
recommended, will be paid. Last 
year, the company paid at the rate 
of Rs 1.20 per fully paid ordinary 
share, Rs 0.24 per partly paid share 
and Rs 37.24 per deferred share, which 
together absorbed Rs 17.75 lakhs. 

Machinery Manufacturers 
MACHINERY Manufacturers Cor-

poration has had another good 
year. According to a preliminary state
ment for the year to March 1965, s .les 
expanded from Rs 2.54 crores to Rs 
2.89 crores and gross profit improved 
from Rs 65.18 lakhs to Rs 75.64 lakhs. 
Of this, depreciation has taken 
up Rs 14.15 lakhs (Rs 13.34 lakhs), 
taxation Rs 35.50 lakhs (Rs 31 lakhs) 
and development rebate reserve Rs 
1.90 lakhs (Rs 2.12 lakhs). After setting 
aside Rs 2.19 lakhs (same) for payment 
of preference dividends, equity earn
ings stand at Rs 21.90 lakhs to compare 
with the previous year's Rs 16.53 lakhs. 
The recommended equity dividend is 
unchanged at 15 per cent plus an extra 
2.5 per cent by way of bonus, cover. 
cd 4.16 times against 3.66 times in the 
previous year. At first glance this 
distribution looks ungenerous in view 
of good earnings cover, but the direc
tors have made it clear that additional 
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finance is required for further expan
sion. 

Approval has been secured for the 
manufacture of the crosrol-varga 
high production device in collaboration 
with Carding Specialists of the U K 
and high production draw frames in 
collaboration with Whitin Interational 
of the U S. The company expects to 
get the necessary loan from I F C. 

Gwalior Rayon 

DURING the year to March last 
Gwalior Rayon's staple fibre 

production rose by 2.5 million kgs to 
32.18 million kgs, but unsold stock at 
the year-end increased by live million 
kgs to 13.4 million kgs due partly to 
unconsumed stocks of imported staple 
fibers with the spinning mills and 
partly to unremunerative prices of 
staple yarn. The offtake of fibre, 
however, has improved considerably, 
following reduction in excise duty 
from March last and particularly 
after the draw back of 50 paper kg 
allowed from June '19 to manufacturers 
of cotton staple fibre blended yarn. 
The pulp division produced during 
the year 16,418 tons of paper pulp and 
25,770 tons of rayon grade pulp. 
Since February last, the production of 
paper pulp has been stopped. The 
factory has achieved a production of 
125 tons of rayon grade pulp per day 
which would enable the Nagda plant 
to run at full capacity without any 
imported pulp. 

With a view to eventually over
coming the shortage of bamboos, the 
company has acquired 30,000 acres 
of land in Nilambur in Kerala State 
for growing eucalyptus plantation. 
An enquiry has been received by it 
from a foreign firm for supply of 
technical know-how for manufactur
ing rayon grade pulp from bamboos. 
The weaving division has taken up a 
phased programme of modernising and 
expanding its plant and niachniery. 
The staple fibre factory has also taken 
in hand modernisation and expansion 
of its machniery and equipment. A 
loan of Rs 28 lakhs has been secured 
from I C I C I for the import of some 
balancing equipment for improving 
further the quality of rayon grade 
pulp. 

According to a preliminary state
ment, gross sales during 1964-65 
advanced over Rs 6 crores to Rs 22.32 
crores but gross profit could improve 
by only Rs 34.33 lakhs to Rs 454 
crores, reflecting severe pressure on 
margins due to rising costs. After 
providing Rs 1.51 crores (Rs 1.63 cror

es) for depreciation. Rs 1.48 crores Rs 
1.24 crores) for taxation, Rs 15.72 lakhs 
(Rs 7.98 lakhs) for development rebate 
reserve and Rs 13 lakhs (same) for 
payment of preferential dividends, 
equity earning amount to Rs 1.26 
crores (Rs 1.11 crores) of which the 
dividend raised by 25 paise for the 
second time in succession, to Rs three 
per share requires Rs 75 lakhs against 
Rs 68,75 lakhs a year ago. 

Indian Dyestuff 
A FTER paying 7 per cent for each 

of the preceding three years, 
Indian Dyestuff is raising dividend by 
two per cent for the year to March 
1965. The proposed distribution is 
payable fully on the capital as in

creased by one-for-fourteen rights 
issue. A preliminary statement from 
the company shows rise in net sales 
(after deducting excise duty paid) 
from Rs 2.20 crores to Rs 3.09 crores 
followed by a relatively faster advance 
in gross profits from Rs 42.73 lakhs to 
Rs 72.58 lakhs. Of this, depreciation 
charge has taken up a higher amount 
of Rs 45.27 lakhs against Rs 32.76 
lakhs provided in the previous year. 
It may, however, be pointed out that 
the method of calculating depreciation 
charge has been changed; provision on 
the basis of the former method would 
have required a much bigger sum of 
Rs 1.21 crores. As before, there is no 
tax charge. Also, no provision has been 
made for development rebate reserve 
which absorbed Rs 9.97 lakhs last 
year. Together with the previous 
year's arrears, the total arrears of de
velopment rebate amount to Rs 45.31 
lakhs. 

After writing back Rs 4.87 lakhs 
and setting aside Rs 2.81 lakhs 
for payment of preference dividend, 
there remains for disposal a sum of 
Rs 29-37 lakhs (loss of Rs 2.81 lakhs). 
The enhanced equity dividend distri
bution demands Rs 20.20 lakhs (Rs 
14.63 lakhs), and Rs 9 lakhs are being 
allocated to general reserve. Last yoar, 
Rs 10.83 lakhs were transferred back 
from general reserve and Rs 6.59 lakhs 
from development rebate reserve to 
pay the dividends. 

Indian Organic 

THE erection of the inorganic 
acetate plant of Indian Organic 

Chemicals has been recently complet
ed, and the trial runs have proved 
successful. The chlorination plant is 
nearing completion and is expected to 
be commissioned shortly. The erection 
of the ester plant was completed in 
October 1964, and the manufacture of 

ethyl acetate commenced soon there
after. The production of butyl acetate, 
being dependent on the import of 
butanol, could be started only in May 
last. 

During the year to March last, sales 
of carboys showed sizable improve
ment over those of the previous year, 
and the production of acetic acid 
glacial improved from 56 per cent to 
83 per cent of the rated capacity due 
to the improved supplies of alcohol, 
though prices realised were not sat
isfactory owing to heavy competition. 
The company's total turnover expand
ed from Rs 39.77 lakhs to Rs 4801 
lakhs on which was earned a profit of 
Rs 5.69 lakhs, against a loss of Rs 
5.52 lakhs incurred in the previous 
year, after providing Rs 9.75 lakhs 
(Rs 12.27 lakhs) for depreciation and 
Rs 0.80 lakh (Rs 7.60 lakhs) for de
velopment rebate reserve, and transfer. 
ring Rs 2.67 lakhs (nil) to capital 
account. After writing off Rs 18,898 
as preliminary expenses, a deficit of Rs 
3.27 lakhs is carried to the balance 
sheet. The dividend is again skipped. 

Ruby General 
HIGHER net premium income from 

all the three departments and a 
substantially bigger profit from the 
Miscellaneous insurance revenue ac
count are the key features of Ruby 
General Insurance Company's opera
tions during the year to December 
1964. The company has earned a 
higher profit of Rs 32.49 lakhs com
pared to Rs 28.56 lakhs a year before, 
after writing off Rs 5.39 lakhs (oil) 
in respect of its business in Burma. 
After setting aside Rs 18.50 lakhs 
(Rs 14.70 lakhs) for the tax liability, Rs 
7.50 lakhs (same) have been transfer
red to general reserve, and Rs 6.50 
lakhs (Rs 5.36 lakhs) to dividend re
serve from which the proposed divi
dend of Rs 1.50 a share requiring 6 
lakhs is to be disbursed. 

The general insurance business was 
nationalised in Burma in February 
1964, but the company has so far not 
been able to transfer from that coun
try the surplus funds relating to the 
year 1961 and onwards. The direc
tors say that in the present situation 
there is no certainty of remittance of 
surplus funds from that country. 
The company's application for the 
issue of bonus shares out of the share 
premium account was rejected by the 
Controller of Capital Issues on the 
ground that the subscribed capital of 
Rs one crores was not fully paid-up. 
The management is still pursuing the 
matter with the Government, 
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