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invest in a basic industry, against the 
standard rate of 25 per cent. Indian 
companies should be placed on par 
w i t h foreign investors in this respect. 

The tax on royalties and technical 
fees received by non-residents was re-
duced last year f rom 63 to 50 per cent. 
The position about technical fees, 
however, remains very confused be
cause it is taxed at 50 per cent if 
deemed to be delivered in India and is 
entirely free of tax, if deemed to be 
delivered abroad. The deeming pr-
vision creates a lot of uncertainty, to 
avoid which foreign collaborators take 
good care to see that all drawings, etc, 
are delivered abroad, and avoid 
getting technical work done locally; 
besides, they are encouraged to cash in 
on technical fee rather than royalties. 
This is a rather complicated question 
but given the ingenuity of the Finance 
Minister, it is not beyond solution. 

GATT's New Chapter 

THE new chapter of G A T T, ac-
cepted on November 26 and 

now signed by almost al l the coun
tries on February 8, is a new chapter 
in more than one sense. For, it 
marks the end of the era when there 
was no official recognition in G A T T 
of the special trading needs of the 
developing countries. The lack of such 
recognition had forced developing na
tions to insist, at the last year's UN 
Trade and Development Conference, 
that the time had come to dissolve 
G A T T ; their demand was withdrawn 
only on the understanding that t h t 
Agreement would soon be modified. 

The new chapter has the following 
main features: The developed countries 
are asked to give high priori ty to re
ducing the tariff and other barriers 
against present and potential imports 
from developing countries. Thus there 
is now official recognition of the Heed 
for developing countries to find mar
kets for their new manufactured pro
ducts. Further, the developed count
ries are asked to refrain from impos
ing any new tariffs or other disabilities 
on present or potential imports 
f rom developing countries. But what 
constitutes the most important change 
is the provision that the. developing 
countries need not reciprocate the 
concessions the developed countries 
grant them. This abandonment of the 
principle of reciprocity is the most 
important concession to the develop
ing countries. A new Committee on 
Trade Promotion has also been ap

pointed. Its main purpose w i l l be to 
ensure the implementation of the new 
provisions by th inking up helpful 
measures. One important task it has 
already been assigned is that of exa
mining the feasibility of drawing up 
a scheme of preferences for the trade 
of developing countries. 

However, how soon and how far 
the developed countries w i l l want to 
implement the new provisions is a 
different question. Already a qualm-
cation is provided in the new chap
ter: the developed countries need not 
observe the new provisions "when 
compelling reasons, which may i n 
clude legal reasons, make it impossi
ble" for them to do so. For, it does 
seem that in making the stipulated 
concessions, for the manufactured 
products particularly, the developed 
countries w i l l have to pay the cost — 
in the short-run at least — of i n 
creasing unemployment at home and 
of disturbing some vested interests. 
Hence it is too soon to be very op
timistic about the final results of the 
new provisions. They have certainly 
created a favourable climate of world 
opinion for the kind of concessions 
the developing countries demand. To 
that extent, we can be more hopeful 
now about the Kennedy Round of tariff 
talks. But the French refusal to sign 
the new chapter (on the ground that 
it is not generous enough to the deve
loping countries) and the progress 
made so far in the Kennedy Round, 
emphasize the need for the develop
ing countries to continue to press their 
case for more liberal trade policies on 
the part of the developed countries. 

US and Vietnam Crisis 

PRESIDENT Johnson has reiterated 
once again that the U S does not 

seek to expand the war in Vietnam 
while maintaining, at the same time, 
that she w i l l honour her 'commitment' 
in South Vietnam. Now, if the course 
of the tragic war in Vietnam has prov
ed anything it is that this is a con
tradictory position, since it has been 
established beyond doubt that the U S 
cannot defeat the Vietcong in S Viet
nam without escalating the conflict. 

The recent U S air strikes at Nor th 
Vietnam are proof of this. The pre
text that the attacks were aimed at 
army establishments which had active
ly assisted the successful Vietcong at
tack on the U S mi l i ta ry base at 
Pleiku was so patently untenable that 
even the State Department has not 

pushed it too hard. Pleiku was 
another in the chain of defeats which 
the Vietcong have been handing out to 
the Americans and the decrepit Gov
ernment and army of South Vietnam. 
There was l i t t le the Americans could 
do about i t , for though far superior in 
weaponry they lack the one factor 
which accounts for the Vietcong's un
believable success — the support of 
the people, particularly the peasants. 

To their Pleiku defeat the U S re
taliated in the only way open to them 
— by striking at Nor th Vietnam from 
the air. In the swamps of South 
Vietnam they have no answer to the 
Vietcong. Similarly a land war ex
tending beyond S Vietnam's borders 
w i l l lead them nowhere. But in air 
and naval power they are clearly sup
erior to any force in the region. 

Unfortunately for the U S, superior 
air power is no answer to the mil i tary 
problem in S Vietnam, tt can only 
extend the war and at best perpetuate 
a stalemate at heavy cost in human 
and material terms. Far from helping 
to honour the American 'commitment' 
in S Vietnam without extending the 
war, tactics such as those which guid
ed the air attacks against Nor th 
Vietnam w i l l most likely extend the 
war without achieving the objective of 
defeating the Vietcong. 

The U S is not unaware of this, yet 
so deeply is she committed to hopeless
ly unrealistic policies in south-east 
Asia that the only way out of the 
tragic stalemate — a political settle
ment with China — st i l l appears un
thinkable to her. Nor is it the U S 
a lone who would settle the Vietnam 
problem without reference to China. In 
his latest well-meaning pronouncement, 
Lal Bahadur Shastri has repeated his 
appeal for U S—Soviet talks on Viet--
nam. To imagine that the U S and the 
Soviet Union can settle the Vietnam 
issue is to ignore the lessons of the 
failure of the 1954 Geneva agreement 
which the U S refused to sign. 

The fact is that the principal parties 
involved in Vietnam are China and 
the U S and no agreement which is un
acceptable to either can be effective. 
Yet the US would continue to be
have as if China did not exist at a l l l 
There can be no end to the war in 
Vietnam and no abatement of, tensions 
in south-east Asia t i l l the U S decides 
to normalise her relations w i t h China 
and to give up policies aimed at sur
rounding China wi th hostile regimes. 
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