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ing accumulated depreciation Rs 42 
crores) against paid up capital and 
borrowings of Rs 169 crores. Borrow
ings remain their major source of 
finance for expansion but about one-
half of their fresh borrowing of Rs 33 
crores in 1963-64 came from banks. 

A word in conclusion about the 
Bulletin article itself. The Reserve 
Bank has been justifiably proud of its 
studies of company finances but it 
has perhaps not cared to notice that 
the format has remained almost un
changed for more than ten years and 
is indiscriminatingly used. For ins
tance, what is the significance of 
"managing agents' remuneration" and 
"current ratio" in the case of govern
ment companies? And who, to mention 
a point which the high powered edi
torial committee of the Bulletin may 
take note of, permitted the article to 
end with "The ratio fell deeply..."? 

Selected Key Financial Ratios of 5 
Giant Government Companies 

1963-64 1962 63 
Sales as % of net fixed 

assets 31 25 
Sales as % of net work

ing capital 113 113 
Finished goods and work-

in-progress as % of 
sales 15 22 

'Other' inventory as % of 
value of production 37 36 

Raw materials inventory 
as % of raw materials 
consumed 57 44 

Import Promotion! 
THERE has recently been a lot of 

talk about import substitution 
but no practical suggestions have as 
yet emerged from the Government as 
to bow to go about the matter, ft 
has been left to an association of 
private industries, the Engineering As
sociation of India, to come out with 
a number of eminently sensible ideas. 
From a reading of the memorandum 
submitted by the Association to the 
Government, it would appear that 
while the Government has been talk
ing about import substitution not only 
since the recent war with Pakistan 
but from long before as a general 
planning policy, It has been pursuing 
a policy in the matter of promoting 
collaboration between foreign and do
mestic private capital which has been 
aggravating our dependence on im
ports by systematically giving rise to 
"excess imports" in the sense in which 
the term was used by Michael Kidron in 
his article published in this journal in 
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the issue of April 24,1965. What a priva
te investigator reported in that article 
as the multifarious ways in which col-
Laboration has been leading to much 
unnecessary import of capital and 
know-how has been largely borne out 
by the representative organisation of 
the engineering industries themselves 

Among the important recommenda
tions regarding industrial planning in 
general made in the memorandum is 
one for the setting up of design offices 
to make available designs of plants 
and machinery to all Indian entrepre
neurs, and another to set up about a 
dozen tool rooms for manufacture of 
tools, dies, jigs and fixtures through 
which a saving of Rs 30 crores of for
eign exchange could be effected. In 
the matter of collaboration, the me
morandum recommends limitation of 
the number for any one item of ma
nufacture; it also marks its strong 
opposition to licences being issued to 
import complete plants and machin
ery. The latter practice is one of the 
several wasteful results of collabora
tion. The foreign collaborators in
sist upon such imports, being 
distrustful of or having an interest 
against indigenous parts and fa
brications. In this respect the Soviet 
Union has also been not very un
selfish, as was seen by its insistence 
on dispensing with the designs made by 
Dasturco for the Bokaro Steel Plant. 

It is perhaps characteristic of the 
inefficiency with which the economy is 

planned, guided and administered that 
collaboration with foreign capital has 
been increasing our dependence on 
imports (at least in certain aspects) 
rather than reducing it. There is in
deed a case for collaboration and the 
fact that the number of joint ventu
res have sharply increased during the 
last seven years is not at all an un
welcome development. According to a 
survey conducted by the Economic 
Times, the number of agreements in 
1957 was only 81; it reached a peak 
of about 400 in 1961 which it 
reached once again in 1964 after a 
relative decline. The country is short 
of capital and short of technical 
know-how and private collaboration 
should in theory be just as much des
irable as foreign assistance on govern
ment account. However, given that 
the declared aim of our planning is  
to reach the state of self-sufficiency. 
as early as possible, the policy in the 
matter of collaboration should be to 
promote such agreements as would 
result in our acquisition of technical 
know-how in the shortest possible time 
so that this particular form of depen
dence on foreign private capital may 
be dispensed with ultimately. 

Our declaration of intentions with 
regard to self-sufficiency sound parti
cularly hollow and lacking in purpose 
when compared with the policies ac
tively pursued. Yet we have got spec
tacular examples of import substitu
tion before us. The Soviet Union and 
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Japan have become the mighty iudus-
trial powers that they are not through 
our type of import of know-how: and 
China's achievements in the field ought 
to have had even greater effect on our 
letnargy. Every now and then we 
ueciare that we could manufacture 
the atomic bomb if we wanted to; 
bur. it is not only in the matter of 
me bomb that China, has proved its 
superiority over us in self-reliant de
velopment. 

Support Prices for Foodgrains 
A participant in the seminar on food-
grains prices writes: 

ARE discussion papers necessary to 
seminars? If we are to go by the 

seminar on the fixation of support 
prices for foodgrains held last week
end at Vahabh Vidyanagar, they are 
not. Apparently, the inflow of papers 
was very slow initially, and though 
nearly fifteen papers were presented 
finally, the discussion as it was orga
nised did not refer to the papers at 
all. Not that it suffered much as a 
result; in fact, the level of discussion 
was somewhat better than in the 
annual economic conferences. 

The first two days' deliberations 
were diffuse and lackadaisical. Eco
nomists tended to get messed up in 
conceptual conundrums; farmers' re
presentatives had little use for the 
concepts, and were for price support 
only in so far as it meant higher farm 
prices. And the problems that wor
ried them had little to do with prices; 
what they were interested in was 
income insurance for farmers in the 
face of annual crop fluctuations. 
Minimum support prices as insurance 
against price falls would not meet the 
problem of crop fluctuations at all. 
further, they pointed out that the 
expansion of foodgrain cultivation 
required higher relative prices for 
them. Relative prices have an im
portant elfect on crop patterns.an 
illustration of their importance was 
given by T A Pai of the Food Corpo
ration who pointed out that the 
introduction of minimum prices for 
rice in Andhra led to a shift away 
from minor grains. 

And yet there were no concrete pro
posals as to how relative prices might 
he taken into account. Price fixers 
concerned themselves entirely with 
justice. Prices had to cover the costs 
of production of fanners. But costs 
varied by a factor of seven or more, 
and prices were always below the 
costs of some farmers. Prices that 
would cover the highest" costs would 
be shockingly high; so we should fix 

them on the basis of average costs, 
or bulk-line costs, i e, marginal costs 
of 80 or 90 per cent or the output. 
Why should we? Well, reasons cid 
not matter; what was needed was 
resolute action. 

The concern for farmers' costs and 
income might seem odd in the con
text of the steady improvement in 
agriculture s terms of trade over the 
last two years and the record agricul 
turai output last year. The problem 
that worries us is the inadequacy of 
the marketed surplus for feeding the 
towns. In fact, this question attracted 
most of the discussion; and apart 
from a fragile fringe of free traders, 
everybody seemed to think that it was 
serious enough to justify compulsory 
procurement. The concern for 'fair' 
farm prices stemmed from fears about 
the response of the farmer to such 
procurement. In a way, high farm 
prices were expected to provide an 
incentive to farmers to co-operate in 
compulsory procurement. 

There were differences over the 
extent of compulsory procurement 
necessary to supply the major cities. 
The procurement requirements depend 
on commitments; in the absence 
of information about the magnitude 
of commitments if towns of different 
sizes were to be provided, it remained 
unclear what proportion of the sur
plus would have to be procured for 
any particular scheme of rationing. 
In the event, the possibility that even 
procurement of the entire surplus, as 
it is known, might be insufficient for 
a comprehensive rationing system re
mained undiscussed. 

Not a Secular Act 
SECULARISM is a word with dif-

ferent meanings in different 
contexts. Though it has never been 
clarified exactly in what sense of the 
word we claim our country to be a 
secular democracy, the importance we 
attach to this particular description 
of our polity, especially in all official 
references, is not to be minimised. Of 
the image of India which we are 
struggling to create in the eyes of the 
world, secularism and democracy are 
the two aspects which are being quite 
rightly emphasised. In our dispute 
with Pakistan especially, we expect 
the sympathy of the countries of the 
world for our being a parliamentary 
democracy whereas Pakistan is a mili
tary dictatorship and for our being 
a secular state whereas Pakistan is 
an avowedly religious state. 

Given all this, could the Prime Mi
nister choose a less suitable moment 

to perform "bhoomipuja" of a river 
valley project and be photographed 
for newspaper publicity? The inter-
prctation of secularism that most 
nearly conforms to the theory and 
practice of the Government is, of 
course, not of equal indifference to
wards all religions but of equal to
lerance of and support for all reli
gions. But is the Prime Minister not 
giving the impression of state patron
age of Hindu rituals in a partial fa
shion by participating in rites which 
he has every right to believe in as a 
private individual but not as a Prime 
Minister and not in connection with 
a project built with public funds? 

Let's face it: there has never been 
an example nor can we imagine 
there would be of a public work being 
inaugurated with a Muslim or Chris
tian ritual. If Pakistani propaganda 
wants to describe India's claim to se
cularism as so much hypocrisy could 
it be supplied with more useful ma
terial? 

The Peasant in Debt 
THE Reserve Bank's survey of ru-

ral debt and investment in 1961-
62 cannot be criticised for not 
having produced information; the 
results published in the latest 
Bulletin contain 26 tables and 
12 statements. But the tabulation 
and analysis are mechanical. Loans 
are classified by size, purpose, security 
and source; households are classified 
into cultivators and non-cultivators, 
and figures are given by States. The 
information, thus organised could be 
put into one seven-dimensional table. 
So 38 two-dimensional tables repre
sent only a small sample of all that 
could be obtained from the primary 
information, and it is not clear what 
principles have governed their selec
tion, or what questions they are meant 
to answer. 

Nearly two-thirds of the loans was 
given to about a third of cultivators 
with assets over Rs 5,000. While this 
is not surprising in itself, it makes 
one wonder how correct the picture of 
the Indian farmer sunk in debt due to 
poverty is. No cross-classification of 
loans by asset group and purpose is 
given; but about half the total amount 
was borrowed for household expendi
ture and two-fifths for business expen
diture. So we have, apparently, two 
roughly equally important groups of 
loans — those obtained for profitable 
investment and those required for 
consumption. Thirty-eight per cent of 
the value of cultivators' loans was 
outstanding for less than a year, and 
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