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show that in 1964-65 external re- -
serves were subjected to the heaviest 
draft since 1960-61—Rs 56 crores 
against an accretion of Rs 11 crores 
in 1963-64 and an outflow of Rs 2 
crores in the year before. "The large 
adverse swing in payments position 
as between the two years'', according 
to the RBl study, "is traceable to a 
rapid increase in the import bill ac
companied by growing service pay
ments on the one hand and the ab
sence of any growth in exports on 
the other". Exports at Rs 803 crores 
were just a crore over last year's 
figure. Imports, on the other hand, 
went up by as much as 13 per cent, 
for the .second year in succession. 
And, as in the preceding year, the 
entire increase was on Government 
accout; private imports, in fact, de
clined slightly. Of the rise of Rs 173 
crores in Government imports, food 
accounted for three fifths (Rs 102 
crores) and capital equipment for over 
one-third (Rs 38 crores). This leaves 
one guessing about defence imports; 
without doubt, a part of the increase 
in non-food imports must be really 
imports of defence equipment and 
materials. 

The net surplus on invisibles ac
count: rose impressively by Rs 47 
crores, but mostly on account of 
higher rupee grants from the US under 
Title I of PL-480. The growing burden 
of debt servicing is reflected in the in
crease of Rs 21 crores in outflow under 
the head "investment income" repres

enting mainly interest charges on 
foreign loans, 

Net capital inflow in 1964-65 in
creased by Rs 59 crores to Rs 452 
crores. On the face of it, there was a 
striking improvement on private capi
tal account a net inflow of Rs 12 
crores as against an outflow of the 
same order in the previous year. The 
achievement it turns out however, is 
only statistical: from April 1964 
drawings and repayments on account 
of World Bank and foreign official 
loans to the private sector arc shown 
under the head 'private' instead of 
'official' as earlier. Since the source 
of these funds is official, even though 
the funds How to the private sector, 
the rationale of the change is not 
quite clear. 

One important development during 
the year which stands out in the capi
tal account is the large net outflow 
of banking, capital of over Rs 10 
crores against only Rs 3 crores in the 
previous year. In fact, the outflow 
in the first two quarters of the year 
amounted to Rs 16 crores before the 
Reserve Bank imposed from Decem-
ber 1964 a ceiling on short-term bor
rowings or lendings by authorised 
dealers from or to their branches and 
correspondents abroad. 

Net receipts of official capital 
(meaning, under the new definition, 
receipts of the official sector) were 
Rs 430 crores, Rs 43 crores more 

than in the previous year. Official 
loans showed a rise of Rs 146 crores 
though two-thirds of this increase re 
presented nipec loans from the US 
out of PL-180 counterpart funds. 
Drawings on loams from West 
Germany, the IDA and the Soviet 
Union were higher by about Rs 20 
crores each and on those from Japan, 
UK and Canada by about Rs 6 crores 
each. Loans from the World Bank as 
well as dollar loans from the US were, 
however, lower. Net amortisation pay
ments, as in the previous year, in
creased by an identical sum, Rs 3 
crores, to Rs 62 crores. 

At first sight, a striking change 
in the capita! account is the net out 
flow of Rs 77 crores under the head 
'miscellaneous' as compared to an in
flow of Rs 43 crores in the previous 
year. This large swing was, however, 
just the result of the liquidation of 
short-term liabilities arising out of 
Pl. 180 transactions. This raises the 
question whether it would not be 
useful to indicate separately in the 
balance of payments statement trans
actions arising out of US assistance 
under PL-480. Similarly, transactions 
with the rupee payment countries 
which have no effect on the exchange 
reserves could be shown separately. 
Sticklers for form will no doubt resist 
any change in the time-honoured 
pattern of presenting the balance of 
payments, but there can he no doubt 
that the statistics will become more 
meaningful with a few changes. 

Weekly Notes 
West German Elections 

'THE results of the general elections 
in W Germany show a shift to 

the Social Democrats: while the Free 
Democrats' representation has gone 
down from 67 to 49, the Social Demo
crats' has risen from 190 to 202 and 
Christian Democrats' from 242 to 245. 
If one considers the fact that electoral 
positions change only slowly as young 
people enter the electorate and old 
ones leave it, the results are not at all 
discouraging for the Social Democrats. 
In particular, there is no justification 
for reports which talk of a ' land
slide'' Victory for Erhard, who will 
again have to form a ministry in coali
tion with the Free Democrats, 

Nevertheless, there are reasons why 
the Social Democrats are downcast. 
The chief one is that they have for 
many years been thinking of and pre

senting themselves as the alternative 
government. In 1959 they radically 
changed their policies, dropped nation
alisation from the party programmes 
and from opponents turned supporters 
of the NATO. After the 1961 elec
tions they could console themselves 
that the change was not of long enough 
standing to carry conviction with the 
electorate. But this time they stood 
or fell by the new programme — and 
by the new leader. Brandt– and they 
failed to win. Further, their share of 
the vote has remained about: the same. 
They are not attracting a larger pro
portion of the electorate. 

The election will cause much concern 
to the Free Democrats. In a demo
cracy a large party can succeed only by 
combining a wide spectrum of views, 
while a small party can succeed by re
flecting and giving force to the feelings 

of a minority. The Free Democrats 
have mule themselves popular by op 
posing the dictatorial tendencies of 
Strauss, the former Defence Minister, 
and by taking a less blinkered at it-
hide on the Last-West question. In 
this election Strauss has been leaning 
over backwards to present himself as 
a sweet and reasonable man; and the 
position of German politicians on the 
East-West question has become less 
hidebound. So the Free Democrats 
have lost their mission. They might 
well find another, but they will have 
fo look for it. being a junior partner 
of the Christian Democrats in the 
government is not a good enough 
qualification. 

The election will prove even more 
momentous for the Social Democrats. 
Quite a few socialist parties in Western 
Europe — among them, those of Bri-
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tain, Germany and Italy — have adopt
ed a pragmatic approach recently, and 
everywhere the new look has failed to 
have a significant electoral effect. This 
must evoke cither rethinking or a re
lapse; pragmatism by itself is not 
enough. And the new look of the 
Social Democrats is so closely linked 
with the look of the new leader, 
Brandt, that their rethinking might 
extend to him also; His career hither
to has been remarkably similar to that 
of Adlai Stevenson, and one wonders 
if the similarity will not last. It might 
not, perhaps, because no leader with 
more youth and light in him is avail
able to replace him. In fact, the lack 
of younger talent should be the most 
serious concern of the Social Demo
crats, 

Aden: Speeding UK's Exit 

BRITAIN is passing through dirh-
cult times in her self-appointed 

task of ensuring the 'containment of 
China' East of Suez. She has had to 
watch in embarrassment white her 
anti-communist bulwark Pakistan 
openly turned to China for support 
against India; she has seen the Mal
aysian Federation begin to break up 
overnight with the secession of Singa
pore; and even in the Middle East 
the Adenis don't seem interested in 
her benevolent presence in their coun
try. 

The trouble in Aden has been going 
on for some years; the political scene 
is similar to most in the Middle East, 
with the additional complication of the 
presence of the British. The struggle 
between a feudal (usually royalist) 
dominant minority and some kind of 
revolutionary group is the pattern; at 
present however Aden itself is wedded 
to a motley collection of 16 sheikh
doms each ruled by a reactionary 
tribal leader and forming the South 
Arabia Federation. The revolutionary 
element is provided by the proscribed 
National Liberation Front, a terrorist 
organisation backed by Egypt, which 
9 battalions of British and local troops 
are unable to suppress. The Chief 
Minister of Aden, Abdul Mackawec, 
hasn't much truck with his tribal co-
leaders; however all are combined for 
the moment in demanding early in
dependence (promised by the British 
by 1968). Meanwhile the Opposition 
parlies are quite prepared to use 
NLF terrorism as a stick to beat the 
British within their demand for early 
independence. 

Britain has always based her startegy 
East of Suez on the need for a line of 

military bases spaced across the Middle 
East, which can be used as staging 
pbsts to the Far East. However, Aden 
is one of the few remaining ones, and 
sees no reason why it should continue 
to be so. Even when independence is 
granted, the forging of reactionary 
sheikhs and more liberal Adenis into 
some kind of federation is bound to 
have dire consequences. Britain, having 
lived by the principle of 'divide and 
rule' now believes in keeping the 
federation 'united at all costs to pro
tect British interests'. Britain's inte
rest in the Middle East is in her oil 
supplies, as the Adenis know; to this 
end. she has a base in Bahrein for the 
ridiculous rental of £ 250 per annum. 
Bahrein is already beginning to replace 
Aden as a staging post; moreover there 
has been talk of setting up a base 
somewhere in the Indian ocean. After 
6 carefully planned murders in the 
last few months, culminating in the 
assassination of the Speaker of the 
Legislature, none of them solved by 
the administration, it is clear that 
Britain must leave Aden quickly and 
with a good grace. 

What Happens to Newspaper Profits? 

T HE trend and pattern of growth 
of the press in 1964, as outlined 

in the annual report of 1 he Registrar 
of Newspapers, do not. provide ground 
for enthusiasm. The circulation of 
dailies and periodicals rose by 6.2 per 
cent (dailies 5.9 per cent) over the 
year, which was slightly higher than 
in 1963. Newsprint, which continues 
to be extremely scarce, remains a severe 
bottleneck, largely because the targets 
of domestic production have not been 
fulfilled, in both quantity and quality. 
Nine principal dailies owned by large 
chains or groups increased slightly 
their share of total circulation from 
42 per cent in 1963 to 43 per cent in 
1964. The two top groups, Express 
(Goenka) and Times of India (Saliu 
Jain), accounted for 11.6 and 7.2 per 
cent of total national circulation of 
dailies — 19.9 and 15.2 per cent, res
pectively, if only metropolitan circula
tion is considered. 

Ten of the well known dailies allot 
fifty per cent or more space to adver
tisements. These include six belonging 
to large units: Times of India, Bombay, 
(60-40), Statesman, Calcutta, (56-44), 
Hindu (55-45), Statesman, Delhi, 
(53-47), and Evening News, Bombay, 
(51-49). These high ratios for adver
tisements arc attributed to the curbs 
on newsprint supply to the larger units 
and the pressure of advertisers on them 

resulting from their relatively lower 
rates per thousand copies sold, The 
resulting prosperity has not, however, 
been put to the same use. The Times 
has, over the years, utilised its boom
ing profits to start new dailies and a 
large number of periodicals and 10 re
munerate its shareholders and staff 
generously. It is difficult to make out 
from publicly available information 
the response of other winners of the 
advertisement sweepstakes. The States
man has not brought out a single new 
publication, the Hindu added a sports 
weekly many years back; neither pays 
its staff as well as the Times does. That 
advertisement revenue is not the only, 
or even the main, stimulant to growth 
and diversification is apparent from 
the fact that the Express Group with 
a total circulation of 11 lakh copies 
in 1964 (of which English editions ac
count for a little more than 3 lakhs) 
has a much lower proportion of adver
tisements — and also a lower price 
per copy — and its growth over the 
last ten years has been quite impies-
sive, in spite of comparatively low 
scales of remuneration to staff. The 
growth of oligopolist giants or the 
'jute press' cannot be attributed solely 
to their disproportionate share in ad
vertising outlay. The root causes lie 
elsewhere. 

Newspaper circulation is almost 
wholly confined to the principal urban 
areas. The metropolitan cities account 
for one-half of total circulation and 
most of the remainder is in State capi
tals and cities with a population of 
more than one lakh each. Moreover, 
about three-fifths of the circulation of 
dailies published from Bombay, Cal
cutta, Delhi and Madras, is outside 
the respective metropolitan cities; the 
small decline in this ratio over the 
last three years is due to ceilings on 
newsprint quotas and growth of popu
lation and incomes in metropolitan 
cities. Most mofussil towns have no 
local newspapers and those which have 
them often tend to value outside news 
more than local news and are then 
understandably outbid by metropoli
tan papers. Local newspapers have 
limited sources of advertisement reve
nue and find it difficult to secure 
printing "machinery on easy terms; at 
the same time, they have not been 
particularly' distinguished in tapping 
local advertisement sources, such as 
courts, shops, cinemas and tender in
vitations or, for that matter, in train
ing reporters to handle local news. 
The cry of small newspapers for pro
tective safeguards has still to be re-
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