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was nil, in spite of the concessional 
rates of interest offered. 

Slack Demand for Assistance 
A GGRECATE data on the perform-

ance-of all term financing institu
tions (IDB, IFC, ICICI and SFCs) 
during fiscal years 1963-64 and 1964-
65 indicate that total assistance sanc
tioned declined from Rs 96 crores to 
Rs 94 crores (foreign currency loans 
from Rs 21 crores to Rs 18 crores) but 
disbursements rose from Rs 58 crores 
to Rs 70 crores (foreign currency loans 
from Rs 8 to 10 crores). The decline 
in sanctions has taken place mainly 
under loans, both rupee and foreign 
currency, from Rs 85 to 78 crores, 
while underwriting and direct subscrip
tion have risen from Rs 11 to 16 
crores, though IFC has curtailed its 
activities in this field. According to 
reports from reliable sources, the pace 
oft inquiries and applications at IFC 
and ICICI has definitely slackened 
further this year and the volume of 
business put through is expected to be 
even smaller. This is in striking con
trast to the situation in 1960 on the 
eve of the Third Plan. How has this 
slack come about? 

The capital market is, of course, 
sluggish, though the increase in the 
number and size of fresh capital issues 

give a contrary impression. Financial 
institutions are carrying the load in 
the absence of public support, but 
they cannot do so indefinitely. The 
burden of taxation is not the principal 
factor responsible since it has been 
amply demonstrated that fast growing 
companies have a much lower tax 
liability due to various concessions and 
rebates. The fact appears to be that 
the investing public has been hit by 
rising prices and both investors and 
promoters have been rendered illiquid 
by slower turn-round of investment 
than anticipated, caused by delays in 
completion of projects and, when 
completed, by delays in achieving pro
duction targets due to shortages of 
materials and power breakdowns in 
some areas. Promoters' equity is 
acutely strained owing to these delays 
and their over-extension into several 
lines of activity simultaneously. Most 
of the new entrepreneurs are in trouble 
due to cost overruns and shortage of 
own funds. The big houses, too, are 
stretched to the maximum with the 
numerous projects they have under
taken, rise in costs and tight bank 
credit. 

We have to live with these problem: 
for some time to come because the 
shortage of materials will remain in the 
near future. A l l that can be done i: 

to expedite the solution of problems 
by more selective allocation of 
materials and where gluts have appear
ed by improved marketing. Mere 
relaxation of credit curbs will not 
help — if it is imended mainly to 
enable certain influential industries to 
keep their inventories of finished goods 
at high levels or to help them build 
up large inventories of raw materials 
at the expense of other sectors of the 
economy. 

Watered Down Gold Control 

T HE revised income-lax rules- re
lating to expenditure on adver

tising have been published for elicit
ing public opinion at about the 
time that the trailing end of the 
gold control order was passing on 
from the shelter of Defence of India 
Rules to its final resting place 
in the Statute Book through a bill in 
the Rajya Sabha. Meanwhile, the be
lated measures for rehabilitating gold
smiths and finding alternative employ
ment for them having served their 
purpose, were being wound up. True, 
demonstrations for cancelling the order 
and the demand of the goldsmiths to 
be licensed as small scale industry 
still go on, but gold control no 
longer excites much interest. It never 
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did from the moment the sting was 
taken out of it by allowing re-making 
of old gold ornament of any fineness. 
The order will get into the Statute 
Book all right, but thereby wil l hang 
a tale, a sad tale of the abandonment 
of the first attempt to turn gold into 
base metals. 

Nothing tan be had just for the 
asking. Social change can never be 
painless for those who benefit from 
or are sustained by the existing order, 
however miserable it may be. in re
trospect one can be wise and by 
down the correct manner in which 
gold control should be put into ope
ration and the proper sequence. Orna
ments made from 14 carat gold could 
have been popularised to start with, 
with the latest aids of popularising a 
new product and creating a new 
fashion for them, and with high level 
sponsorship and all that. One could 
even suggest at what stage programmes 
could be set in motion for finding 
alternative occupations or those among 
the goldsmiths who were young enough 
to be retrained, use could be found 
for the skill and craftsmanship of the 
others who were too old to learn an 
entirely new trade, and in between at 
some point when rehabilitation had 
made some headway and ornaments of 
a lower carat begun to catch on, legal 
restraints could be brought in to 
under-pin, stabilise and put on a firm 
footing the changes that had already 
been initiated. But that is not how 
things are done or can be done in 
the sort of administrative and Poli
tical set up that we have. 

Those who genuinely believed in 
the desirability of weaning away the 
Indian people from their traditional 
attachment to gold ornaments of the 
highest purity can therefore legiti
mately complain that though things 
were not done in the most desirable 
manner to soften the blow and make 
the change less harsh, the basic idea 
of it was unexceptionable and that 
even enlighlened public opinion in the 
country failed to give the gold con
trol order the unreserved support that 
it deserved, and that it is lack of such 
support which enabled the politicians 
to do what they did in the end, sec-
cumbing to the pressure of the hide
bound who would not see how costly 
their indulgence in traditional age-old 
ways was in terms of the country's 
economic development. 

Curb on Advertising, Why? 
THE function of advertising in an 

economy of shortage may be 
questioned on sound social grounds, 
particularly where socialism is accepted 

as the goal, however distant that goal 
may be, and however perfunctory the 
attempts to achieve i t . The Finance 
Ministry rules for governing the ex
penditure on advertising are for cal
culating the assessable income for 
taxation, and the ostensible purpose 
is to raise the yield of such taxation 
by disallowing excessive or unjustified 
expenditure under this head. No wider 
serial purposes are claimed for this 
measure. In fact under the powers 
which the Government had taken 
under the Income Tax Act to issue 
rules restricting expenditures, res
traints are to be imposed not only on 
expenditure on advertising but also on 
travelling allowances, maintenance of 
guest houses, plane bookings, etc, in 
order to check what the Finance 
Minister termed "the abuse by com
panies of certain types of deductible 
expenditure affecting the computation 
of their taxable income". To repeat, 
no wider social objectives are claimed 
for this measure. 

The first set of income-tax rules on 
advertisement expenditure published in 
March raised such a howl of protest 
from the companies affected, from 
advertising agencies and from the 
newspapers en bloc that the rules were 
hastily withdrawn without much cere
mony and after months of cogitation, a 
new set of rules have now been issued. 
This paper, among a host of others, 
may justly be castigated for taking a 
very narrow view of the matter and 
confining itself only to the impact 
which the restriction on advertising 
would have on the economics of 
newspapers in general and of small 
periodicals in particular. In fact, the 
first set of rules published showed 
such crass ignorance of the econo
mics of advertising which has been 
studied in great depth in other coun
tries and of the relation between ad
vertising and the economics of the 
newspaper business that it was diffi-
cult to believe that the Central Board 
of Revenue really had any research 
department, cell or unit, which studied 
seriously any tax proposal before it 
was sought to be put on the Statute 
Book. One does not know how reliable 
press reports on this subject were, but 
if they were to be credited, the Fin
ance Minister was willing enough to 
bow down to the power of the press 
and was in favour of an immediate 
suspension of the rules. But at a con
ference of officials involved in the 
matter, it was decided not to make 
any change in the rules or in their 
implementation. At the conference, the 
press report goes on to say, the offi

cials tried to dismiss the criticism and 
the analysis of the rules as sheer pro
paganda and the Finance Minister is 
believed to have replied that if what 
appeared in the press was propaganda, 
there should be convincing rebuttal of 
it by the officials concerned. 

That was in March. No such rebut
tal has come and a cursory examination 
of the new set of rules published this 
week will show why. If there is a re
search unit in the C B R, it does not 
function. The main point about these 
rules is that they have no other ob
jective than to improve revenue coll
ection, which is fair enough, so long as 
nothing more is claimed for them. It 
is right and proper that tax avoidarce 
should be checked when it takes the 
form of deliberately swelling up ex
penditures under any head. But those 
who are not specialists in the iob 
will wonder if the income-tax autho
rities really need any fresh powers for 
the purpose, considering the sort of 
questions they ask even ordinary 
people of very modest means, when 
they submit their returns and the 
gumption with which the IT O dis
charges his duty by making token 
but quite arbitrary cuts under which
ever head happens to catch his fancy, 
just to leave some evidence that he 
has performed his duties with due 
diligence and probity. 

A layman's reading of the draft 
rules relating to advertising cruises 
considerable puzzlement. Take for 
example the following sentence which 
appears under the sub-head 'Exemp
tions': 

"No limits wil l be applied to ex
penditure on advertisement for pro
motion of sales or services or fos
tering the goodwill of the business 
or profession". 

Now, advertisements are either for 
selling goods or they are institutional, 
for fostering goodwill of the business. 
Which advertisements then come 
under the ceiling of allowable expen
diture of 4 per cent of turnover? The 
sentence quoted may be just legal 
jargon. There are many others, how
ever, equally puzzling, such as that 
"the assessee may have paid Rs 1,000 
for an advertisement" in a newspaper 
ordinary charge is only Rs 500, but 
the excess amount will be disallowed". 
Is it because the genuineness of the 
payment is doubted? But if the ad
vertiser wants a special position for 
which the charge is Rs 1,000, what 
happens? In some of the other limits 
proposed also, such as Rs 2,000 in 
respect of a single advertisement in a 
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