
What Does Defence Orientation Mean? 
IT is too early yet to know what 
the amended and altered Fourth 

Plan is going to look like, but there 
is reason to be alarmed at many of 
the measures reported to be under con
sideration by the Government because 
of the wooly thinking that they reflect 
under, the surface enthusiasm. Thus 
a three-point plan to give a boost to 
defence production is, according to 
press reports, being considered by 
the Ministry of Industry and Supply. 
Two important aspects of this plan 
are a marked increase in agricultural 
production through rapid mechanisa
tion and achievement of self-sufficiency 
through import substitution. That 
mechanisation is the means of rapidly 
and markedly increasing production 
in agriculture is startling news: have 
we at last found the clue as to what 
has been causing the failures on the 
agricultural front? Again, while it is 
obvious enough that import substitu
tion is the process by which one 
achieves self-sufficiency, can the pro
cess be speeded up at will? In either 
case, one feels tempted to ask: if 
these possibilities were there, why 
did one have to wait for a war with 
Pakistan to realise them? Had not the 
country been subjected to the greatest 
difficulties by the shortfalls in agri
culture and by the ever-recurring 
foreign exchange crises? 

Another major decision that is said 
to have been taken is to withhold 
maintenance imports from all indus
tries that are not defence-oriented. 
Free foreign exchange allocations to 
non-defence-oriented industries has 
been frozen. What industries qualify 
as being defence-oriented has not been 
announced. As the Vice-Chairman of 
the IDBI said, almost every industry 
has been claiming to be defence-orient-
ed and, indeed, it is not easy to think 
of many industries other than those 
producing luxury consumer goods 
which could not directly or indirectly 
meet one or other of the needs of war. 
(Even luxury goods are not easy to 
define. Lipsticks for army wives, are 
they luxury .goods or do they serve war 
needs, like cigarettes for the Jawans?) 
In any case, it is clear that some of 
the industries arc going to suffer from 
the stoppage of maintenance imports 
and it is difficult to share the com
placent view of the Industries Mini
stry that this should not lead to any 
fall in production in any part of the 
economy since there would be "import 
substitution". This is almost school
boy economics, all the more frivolous 

in the context of the deceleration of 
industrial growth last year for which 
the annual report of the Central Board 
of Directors of the Reserve Bank puts, 
the prime responsibility on foreign 
exchange shortage. 

The IDBI has announced that prio
rity would be given to defence-orient-
ed industries which indicates that the 
differential treatment is to be a part 
not merely of import policy but of 
industrial policy as well. The extent 
to which the Government is prepared 
to go to throw overboard the invest
ment allocations made during the last 
two years of deliberation on the 
Fourth Plan is seen from the reported 
decision of the Planning Commission 
to give full freedom to the States to 
divert resources from one sector to 
another. It is difficult to appreciate 
the wisdom of these hasty and sweep
ing moves which make nonsense of 
all calculations of balance that have 
been made. Whatever might be claim
ed now by official spokesmen in sup
port of them, there is no doubt that 
these measures would, by lowering 
production in certain sectors and 
scaling down exports and further ag
gravating the foreign exchange crisis, 
ultimately slow down the rate of 
growth of industries in general and 
even of the so-called defence-oriented 
industries. 

Similar hasty thinking marks the 
Government's actions on the distribu
tion front as well. While proposed de
control measures have been postponed 
and rationing of food grains announced 
on a large scale, the Government lias 

gone out of the way to assure the 
business community that controls or 
compulsive measures are not contem
plated in a general way. Appeals have 
been made to the business community 
to ensure price stability and prevent 
artificial shortages. The Home Minis
ter has been meeting representatives 
of the private sector and the latter, 
duly infected with the spirit of the 
times, have made warm declarations 
of total loyalty to the Government. 
However, the record of the business 
community in preventing artificial 
scarcity and price rise in this country 
is not an encouraging one: one might 
have thought that they had not a 
little direct responsibility in bringing 
them about and the fact that the war 
has resulted in a slight fall in the 
prices of food grains as well as in the 
general wholesale price index is cer
tainly no proof of the co-operative and 
self-sacrificing spirit of the trading 
community, It only points to panicky 
de-hoarding. 

One need not doubt the sincerity 
of the offers of co-operation made 
when the actual shooting war was on; 
but to judge by past experience, such 
expressions of public spirit do not 
outlast the very short periods of actual 
crisis. To build upon voluntary con
trol of prices by the business commu
nity to bring about market stabilisa
tion might lead to chaotic conditions 
in the market once the war enthu
siasm starts to wane and the more 
serious economic difficulties resulting 
from diversion of resources to defence 
starts to make their appearance. 

Balance of Payments Ambiguities 
IT remains to be seen whether like 

the Cheshire cat the figure of our 
exports last year will disappear al
together. In the March 1965 volume 
of the "Monthly Statistics of the 
Foreign Trade of India" the Director 
General of Commercial Intelligence 
and Statistics gave it. at Rs 838 crores. 
Then it was discovered that goods 
worth Rs 23 crores had been short 
shipped or shut out. This reduced 
the figure to Rs 815 crores which was 
accepted as the "final revised total". 
But not for long. The compilation of 
India's balance of payments in 1964-
65 in the August issue of the Reserve 
Bank of India Bulletin now takes ex
ports it Rs 803 crores. Of course, 
we have been told that there are dif
ferences between the recording pro

cedure of the DGCI & S and those of 
the RBI; exactly what they are and 
what difference they make to the 
figures have never been clearly ex
plained. The RBI study of balance of 
payments at any rate does not consi
der the attempt necessary. It uses 
the figure of Rs 803 crores as if it 
were the only one in existence. Nor is 
even this total above suspicion. For, 
dominating the balance of payments 
table is the huge figure of minus Rs 
71 crores standing against the item 
"errors and omissions". In 1963-64 
''errors and omissions" were Rs 47 
crores and in the previous year only 
Rs 4 crores. What has been happen
ing to balance of payments statistics, 
really? 

Such as they are the statistics 
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