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CHAPTER l. INTERNATIOHAL LABOUR ORGATISATION,

INDIA « MARCH 1957,

11, Political Situntion and Administrative Action,

Punjeb: lMooting of Stato Lebour Advisory Board:
Problems of Joint Participation, volfarc and Yorlks

Committoes considorod,

A meeting of the Punjab Siate Labour ‘Advisory Board
wag held at Chandigarh on 19 January 1957, Shri A.H,
Vidyalankar, Labour Hinister, Punjeb, was the chairman
of the meeting which was attended by representatives of
cmployors and workers alsoe

The agendafof the meeting ineluded the following itens:
o) review of th progress modo by the vericus cormittoos
gt up by the Government on the rocormendations of the State
Labour Agvisory Board; b) ndvisebility of setting up
special machinery for prosecubtion for the violation of
labour laws; c¢) sobbing up of tripartite consultative
mechinery; 4) a review of the functioning of the tripartito
boards in the various industrial centros; o) edvigability

of forming a joint committce of officials of all concerned

departments and to adopt all other measures with a view
to cxpediti@e industrial housing; f) exponsion of the
sctivities of labour welfare centres; g) easy provision
of hospitalisation faoilities for workers under the Employces?
Stato Insurance Schero; h) slump in tho preen tea trade
in the Kangra valley; i) weys and means of achieving the
objectives of labour policy laid dowm in tho second Five
Year Plan; and j) workersf participation in managenont
and vorks committoess




e m———

Chairman's address.~ Innugurating the neeting,
Shri Vidyalanker revieted the lsbdur situation prevailing
in the vbta’ce of Funjab and reoquested the menbers to put
in their best collective offorts few to solvo the various
problems in the sphere of industrial rolations, the
solution of which hzd becoms an urgent necessity in view
of the neod to fulfill the tarpots of the second Five
Yeer Plane Thoir first task in this regard, he said,
wag to transform the whole outlook in the industrial
field, to suit the structuro of the socialistic pattern
of societys It is in pursumnce of thig objectivo that
the Minister emphasised the Governmentts determination
[Zo\not) allow break-down or clow-downs in the industry,
t to promote settlemonts through collective bargaining
and oonciliation and failing thege arbitration,

Shri Vidyalenkar also strossod the need for raking
trede unions poworful organs, Contrary to what soms’
omployors may be feeling, the stronger a trade union, the 2%
regponaiblo would be the mammer in which it would bohave,

- The employers he added, mmst learn +o trust their worlers

and enccurage them to form fres unionse He charecterised
all kinds of lockeouts, closures, fragmentation of -
ostablishmonts ond all scrts of elever dovices to check-
mate workers ond their unions ag highly enti-socigl and
unpatriotice He alseo disapproved in equally strong terms
eny subversive achtivity of workers or their unions leading
to stoppage of production or its quality in the present
conteft, ,

Shri Vidyelanker urged the necessity of implementing
agreeronts and avards and oxpressed the Governrsnt's
dotermination for strict eni'orcem_snt of awards and agresments.

Ho also made an earmest appeal o the industrialists
oi' the State to start the experiment of asgociation of
workers in management in pursuance of tho policy laid dom
in tho Second Five Year Plone Ho stressed the need of
making works committees living institutions and regrotted
that tho servicos of theso committees had so far in the
past not boen fully utilised, He doprecated the ‘tendency
to shun the recl reprosentatives of +ho workers and instesd
try to pook the works commitbtees with the yos-nan of employorse

With regard to wage policy the Chairman stated thot they
muet aassurc workeras that they would pot thoir rightful sharo
of inorecsed production of wealth, The Govermront of India

‘wag sotting up Wage Boerds for all tke important industries
ond those will also cover this Statee Continuing he said
thet while they oould pay to the workers only on vhat they
produce, "we must basé ocur wage poliocy on such principles

. &8 to bring wagos into conformity with the oxXpoctations of
tho working clasa in the Socialigtie Pattorn of Sociotyl"



Proceedingse= The Board hed before it memoranda en
the items of the agenda propared by the Dopartment of Labour,
A brief account of the discussions held are given btelow,

1) Prozress of verious Comittosge= The Socretary
to the Govornmont of Punjob, Labour Vopartment, gave g
review of the progress in the work of the following. cormitteos
86t up by the Lebour Advisory Board at an oarlier meetings
a) Committoe constitutoed +o suggest suitable edditions and -
amondments to existing legislation; b) Cormittee for house=
building construction and wntor transport industry; c)
Toxtile Enquiry Committeee OF these, the one on houge
conatruction and water transport industry had made itam
recomzendetions to the Government, which had been accepted,
Tho Government hed moved the varieus chiof ongineers in
regard to house construction to ensure thoir onforcemont,
Rogarding the report and recommendations an mather 4
motor transport employment, the Goverment intenddto introduce
shortly suitable legislation incorporating the recommondations
of the committeo,

2) Prosecutions for violation of provisgions of labour laws .-
After a prolonged disoussion it vag decided that all the
mombers of the Advisory Bpard should bring to bear their
influence and move their respective organisations for ensuring
tho proper implemontation of 8greements and awards given by
industrial tribunals,

S) Setting up of industrial cormitteese= The momorandum
on this subject had sugpestod tho sotting up of industrial
cormittoss for the three major industries in the Stato of
toxtiles, transport services end engineering and metals,
as rocomendod in the Socond Five Year Plem, The Board,
hovevor, felt that it would be preferable . to wait for details
of the rocommendation from the Plaming Cormission.

4) Tripartito Committecse= It wag Pelt that the various
tripartite boards working in The State wore not serving
sulficiontly tho purposc for vhich these vere sot up; but
it wos felt it would be worthwhile talking advantage of the
colloctive wisdom that theso could givee In order, thorefore,
to male thddr working a succoss it wvas decided +that wharever,

- fol% necossery, thepe tripartito bodies may bte further )
strengthened by toking any necossary representatives. It was,
howover, decided that the Doard should ordinarily confine
thomselvos to matters of general lgbour policy, leaving
modintion of unresolved disputes for sottlement to a Committee
consisting of a representatives each of +the local edministration,
Lpbour Dopartmont and Industrieg Depertrmont, who mey according
to the nature of dispute bofore them coopt oqual nmumber of
ropresentatives of mansgement and workers concerned that may
soom capable of delivering the goodsge :

e Y ol



5) Industrial housinge= It was agreod thet a worker.
.discharged from sorvice or who quits the sorvice of the
previous employer, should be allowed to retain possgssion
of ‘the house allottod to him for oms monthe With regard
to high ronts, it was agreod that the Governrent may -
exanine the possibilisics of reducing the ront by approach-
ing the appropriate authority,

The Chsirman felt that thore wos elso noed for
offeoting improvement in the cutley of houses to be
constructed in future, Ho suggestod +to the ermployers
that they should also help building of more houses by
encouraging formation of workers' cooporative societiog -
for the purposc,

6) Wolfero Contrese~ It was felt that @4 far as
possibls welfare centres should be openad in localities
vheore thore vms a biggor concentration of workerss It
was decided that local committeos of reprosentatives
of employers and workers should be set up to guids and
improve the working of the contres s but on no account
the welfere centres should be used for propagation of
trade union activity by any party. Proposals for expansion
of thoir scope were generally woelcomed and aprrovede

7)_Lobour Policy in tho Pive Year Plane= It wmsg
decided thot o mseting of tho ‘ropresentatives of the
various trade unions in the Siate may be called to evolve
some suitable schemo to Purther the objectives of the -
labour policy in tho Socond Five Yenr Plan with regard
to recognition of trade unions in the industry,otce

- It wms felt that analysis of codditions in industry
would bo nocessary to ensure that the standard of wages
kopfr pacc with the inorease in productivitys WNo motion
wag, however, considered necessary at this stage as the
Governrent of India vwag already considering this point,

T e o v,
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8) Works Committees and Workers! Partieipation in
Hanogemonte=  The chairman emphasised the nsed of meking

the works committoes o living institutione Ho considered
thot worlks committees should bo made much use of s g

step towards prorrossive participation of workers in
managemente This being ons of +ho abjectives of the

Second Five Year Plan it was felt that within its orbit -
the manegement should try to bring about such tranaforma-
tion as would meks workers! gragual participation in
management es early as possible, Some members felt thet
the olections to the worle committeos woro not altogether
fair and its meebings reguler end suggested that the
olectionc to the works committsos may be done under the
supervision of the representatives of +ho Lebour Doparimont.
Tho chairman, howsver, felt that conducting of eleoctions
under the Labour Departnont may notbe desirable as +that
may &ffect the very ides of mitual cooperation betwseon
managenent and the workers and crzete a feeling for the
works comittees being & sort of statutory or semi-statutory
bodies and as such to be treated superior even to the trade
wunions, vhich was not the inmbention, asthe work of the
works comritteo was quite distinet from thet of tho trade
unione It wme unanimously agroed. that those committees
shoudd be made broad-based and pgiven more powor and.
responsibilities gradually to be made as a mcleus for
associnting vorkers with tho managemonte It was further
agreed that an example in this regard may be set first

by the employera' representatives on +his Board by
introducing the same in their owm concerns imediately

end then by cscking the others to follow, Civen a good
deal of understanding on both sides there was no reason
vhy this experimont should not succood.

(Documents of the Conference, received
in this 0ffice. )e

7,



INDIA =~  MARCH 1957

12, Activities of External Services.

Participation in Conferences, leetings, etec.

Shri V.K.R. ldenon, Director of this Office,
attended a two day session of = seminar on workers!
education convened by the Government of India at
New Delhi on 20 Harch 1957.

Tours etc.

Shri V.K.R. lenon proceeded to Bangalore on
14 larch 1957, to meet Iir, Riches of I.L.0., Geneva
and discuss certain problems with regard to I.L.0.'s
technical agsistance to India,

Visits

Among important visitors to this Office during
iarch 1957 was U. Maung Maung of the Govermment of Burma.
A batch of 18 students of the lMadras School of Social
Work, led by Shri Mukund Rao, Iecturer of the School,
vigited the Office, They were shown around the Office
and the comstitution, function and the activities of
the Organisation were explained to them.

Articles, Iectures, etc.

: An article on 'Co-operation and VWorking Classes'
by Shri V.K.R. Henon, was published in the 1 April 1957
issue of 'The Indian Worker!'.

Publications

During the month, this Office brought out the
"ILO Bulletin®, Vol IV No.l. The Bulletin contains sum-
maries of the following: (a) Worlking conditions of tech-
nical and supervisory staff in industry excluding manage-
ment; (b) ILO experts report to the Government of Pakistan

on cottage and small-scale industries; (c) Status of travel-

ling Salesman and (d) Diary of the more important socio-
economic events during 1956. :




CHAPTER 24 INTERNATIDNAL AND NATIONAL ORGANISATIONS,

IIDIA = IIARCH 1957,

284 Employerag! Organisationg,

Outloolk for Tea Industry: Shri Bent's Address at

Annual Meetinp of IndienTen AsBocintion,

Spealdng at the anmuel meeting of the Ipdian Tea
Associstion in Calcutta on 8 Irch 1957, Shri J.P.H, -
Bont, Cheirman, said that conditions for privats enter-
prise had undoubtedly undorgone a marked changa,

That & toa garden manager had been hedged about
by restrictions and regulations and by vhat might appear
to him to be unwarranted interference wms in no way a
reflection on the way he hed run his garden in the past;
it was rathest a stage in the progress of democracy at
vwhich all were subjected to the rogimontation required
by the wealkest members,

It was to be hoped that the Government would not push
democratic progress so £hat that it disintegrated into a
rultitude of petty restrictions vhere private enterprise
becams stifled,

- Among other points he made were that thers should be
concentration on quality production by tea gardens this
yoar, that there should bs an intensive campaign to increase
internal consumption and that +the sweeping chenges proposed
by the Plantation Inquiry Cormission, if adopted, would
have an adverso offact on the industrys He also spoke of
the problem of the growth of the tea gparden populations

T
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Bonusese= Circumstancos, he said compelled the
menagemonts, against their betier judrment, +to agres to
thepranging of bomus, for they did not think thet such
payjmerrb was in the real interest of workers or of +the

‘nations The PlantationsLabour sot, implementation of

which would bring a big advance in the ssandard of living
of tea garden labour, hed yet to be implemonted., The
increased oarnings through bomus would not teko the worker
anyvhero noar the same improvement in living conditions as-
8 similar cxpenditure on measures +alen tomards implemsntae-
tion of the PlantationgLabour Act,

Shri Bent said it was quite cloar that for soms tire
a buyer's market for cormon %eas had prevailed, although
the domand for quality teas had not been satisfied, and

ough such teas had alvays commanded a handsore premium,

Barly last year, the Indian Government proposed a novw
international tea agroomont, regulating exports on the basig
of a standard export figwe of 500 million 1lbs for Ipdia
and 400 million 1bs for Ceylone The Association regarded it
as of the greatest importance that the agreement should be

signed, if only by I,dia and Coylon in the first instance,

Circummtances might later mele other countrios see the

wisdom of bocoming parties to it also, especially if production
increased significantly in Indonesia and Africa and exports
from China ond Japan continued to expande

It was desirable that any rogulation of crops in India
should be brought about by gardons concentrating on improving
the quality of theoir tocos.

Referring to the Pyantation Inquiry Cormission's report,
Shri Bent said that the commission had done very wvaluable

- work in collecting and arranging statistiocal datne Its

questionnaires were completed by 99 per cont of sterling and
non=Indian controlled tea estates and by 14442 per cent of
Indien tea estatess The repdrt tonded %o suggest that sterling
corpanies had spent little money on the improvement and maine=
tenance of their propertiese A lettor vms written to tte Press
with & view to checking such an errongous impressiona

"The figures collected by the Associntion showed that during
1947-1954, 110 storling companies smdor #ith a total of 333,216
acres under tea spent 177.5 milljon rupeés = exponditure of &
capital nature like buildinggs, machinery, pidant,transport,
eloctrioal equipment,etc., the amount did not include the
exponditure on roplanting existing tea areas. Again, the figure
of 1775 million rupees should be considered in relntion to those
companie8 fixed assets which, at the end of 1946,wore shom in
their belance sheets to amowmt 4o 253 million Tupeesa

Referring to the rapid growth of tea garden population,’
Shri Bont said it was so great that if it remained unchecksd,
it would oreate a situation in ton years, if not carlier, in
vwhich the unemployed adults and adolescents on ten gardens vwould
amount to over 500,000 and might excead the employeds Such a
situation was fraught with the gravest dangor,. .

(The Statesman, 9 Harsh 1957 Ja




Ammuel Ceneral leoting of the Indign Hining Association:

Chairmon's Addresg: Problems of I dustry reviewod,

a

Agdressing tho annual genorsl neeting of the Indian
Mining Asscciation &R Calcutta on 1 ¥arsh 1957, Shri Re
Hauljl, Chairman of the Jtl:sf;soc::?.trl::v‘.c:n,rmr:‘.evrad the problems
of the Goal industry. .

on

Hounting costse~ Shri Maulik stressed/the Governmsnt
tho need for ronlistically reviging its coal selling price
policys It had heppesded happened that the coal industry
had been called upon to bear steadily increesing operational
costs; +this, it could haw done writhout difficulty except
for the fact thnt its representations to Government as
regards conl solling prices had not had the desired rosults,
In dotermining the selling prices in & controlled industry,
the first conpideration was porheps, ons of ensuring that,
in the light of I,din's objective of a.socialistic patiern
of society, the return to the industry was reasomable . and
Just ~ and not extortionates In the soeond place, as affecting
o vital consumer product, there will doubtloss be solicituds
for keeping in check as far as practicable any inerease in
the prices Hywover, the price policy hed to be atbtunsd +o a
<iriod  third considerstion which, in the circumstances
of India's ambitious plamming policy; had been rondered the
most basically importants f{he inter-comnection beiwoen the -
selling price for a commodity and %he dovelopmant of that
iddustrye. The Govormment was nlivo to this new and basic
concept of & link between development endeavours and selling
pricese There wapotwo other industrics wherein selling prices
wero determined by Governmen t on this basise Those were steel
and cements In both, Government had acoepted the proposition
that, in the price paid to the industry for its products, there
should be a special element which was intended to contribute
to the industry's internal resources with which and on vhich
it could proceed with developmont plans. Steel, cement and coal
formed the triumvirate of the fundamental raw materials on
vhich alone & country can plan ambitiously for industrial
developmonte In regard both to coment and stesl, not only
the decisions but the policy as it had evolvod has been such
as to suggest, if not altogabher ensure, that the targets
of production will be attaincde




In conl, it was n different sgcﬂry, and & somewhet
dismal gtorye While the general index of vholesals prices
had Pigon from 297 in 1947 o 427 in February 1957, the rise
in the price of coal had merely beon of the order of 15 to
16 por cente The additionnl costs thet, therefore, the
conl indu:try had had to shoulder, cver and above the labour
cost erigsing from the Tribunal Awards included +he highor
prices of machinory and storea es welle Tt wns no secret
that the resulting hirher costs were, on the basis of the
s0lling prices, wholly bovond the ability of the industry
to afforde MNor could +here possibly be any margin by way
of unappropriated profits which could bs ploughed back:for
purposo3 of developmente Shri Moulik, therefore » asked the
Government that the basic criterion for determining such
prices, as it already exigted in steel end ecement, should also
bo extended to coal, .

Coal pricesa= Detniling the recent history of coal
prices, Shri Maulik said that in July 1947, a riss in cosl
prioces preves Was permitted so that the wage incroage of
workers could be met; buk, barely 2-1/2 years later, in
Hpvember 1949, coal prices were roviged slizhtly dowmward.
Since then, although the coa% of production had stecdily
been mounting, there had scarcely been any compensatory
revision of pricese The only increase allowed was during
1956; and this was intonded partiglly to meet the additional
lobour costs arisinﬁ from the Award of the A1l I,dia Industrial
Iribunal (Colliery Pigputos) in Moy 1956, I+ was important
to recognise that the sole instance of a price incresse being
grantod was not for .affording any increasod margin to the
industry but only so that the industry could be compensated
for the enhancod wages of lebour; in fact, it was pointed out
at the time that tho rise of 3 rupees allowed was insufficient
to cover the additional financial burden vwhich the industry,
by terms .of tho Award, had %o beer,

Besides tho higher cost of lsbour, pricos of other
ossential oquipment and stores had also risen substantially
since 1947, Steel todey cost 150 por comb more than it used
to in 1927; ono had to pay 50 per cent more for cement as

compared to the prico a decade agos

The prices of coal, however, continue to remain at gn
uneconomic lovel, Surely these prices can hear to be upgraded
& trifles Thoy would evon then be the lowes: in +the viorlde
The cost of .conl expressed as o ratio of the groass ex-factory
value of various products end ‘bye=products was on averapgo,
1,96 per cent; in the cese of other fuels end electricity
the reolevant ration was 545 per cente Coal and coke work
out to 1125 percent of the cost of steol as againgt 12,70
per cent in the cese of other fuels, The apposite Pigure
in the case of cemont is 14.22 per cent for coal end 18,28
per cent for other fuels. Another pointer to the inexpensive=

" mess of Indien coal was brought out in the fact that the cost

olgoront of coal in Us.K.produced steel was 40 vpor cont os
sgainst 11425 por cent in Indin; for coment, co2l worked out
to 30 per cont in the U.K. as contrasted with 1&432 per cent

~in Indiae



Laebour positione= Roferr:a:l to the recent Labour
Appellace Iribunnl's awerd on wages etce, of conl minars,
Shri Haulik said that as a result of the award the industry
was immediately burdonsd with the ewosore ligbility of over
4245 million rupeese Vhere this noney was to come from,
tho industry did not knowe In fact, the retrospective aspact
of the decision struck at the vory root of the industry,
Undoubd&adly, it will have serious repercussions on the
progress of thc dovelcpmon t plens now in hand .

"{eges have been substantially inecroesed; other
facilities and amenifies have been granted on a very liberal
soalo, Obviously, these must and will be reflected fully
in the price of coal sincs as ruch ag 70 per cent of the
production cost is accounted for by labour charges. Unfortunately
rige in the level of wagen for lsbour and an improvemsnt in ’
working conditions have not boen acoompanged by a better
showing in productivity fipures, '

"Porheps, it would bo wise on our part to remember that -
productiviby will not incremse and the gtandard of livirg of
colliery workers will not improve unless gteps ars talken to
oducate the workers thet they thomselves rust malo an effort
et improving their living conditions, I this rogard, the
trade union organisations have done nothisy in the diffusion
of guch oducation and whatever hag been done by the Coal Mines
Welfare Organisation has failed %o elicit the desirad results.”

PThigfleck of improvement in productivity, however, does
not doterthe constont egitation Por wage incmeacess AL its
last annuel conference, the IW.T.U.C. has put forwerd e domsnd
for o blenket increese of 30 per cont in weges for the workers
of major inductries; and, if the decision in regerd to the
justifiability or othermvise of such domand depsnds upon the
digeretion of outside bodies, prices of coal are bound to
rise since the producers will have litsle to gay in the matbteors
1t is strenge that tho employorshould have tho dubjous distinction
of having a say neither in the wago increase to lebour nor in
the selling prices of his product, As far as the conaumgrs
are concerned, they need to approcinte that they camnot hope to’
continue to get coal at the present low prices. On tho one hand,
somo benofit might accrue to the consumsrs when, in due course,
productivity in the industry improvesa On the othor hand,
however, thero has %6 be disseminntidn of information as %o
the officient use of coal and prevention of wasto. Secondly,
in so far as the workers arseoncernsd, we must nots with regrot
that the corl industry continues tobe affected by the powor
politics of rival groups of trade union loadorse That tho
workors are’ mere pawms in the political game of +the leaders has
been amply demonstrated by the illegal, unjustified and wnwarranted
strile made last year in the ¥ est Bongal coal-fieldse. It may
be pocalled that two of the largest groups of employers were
effected; and the consequent loss in output amounted to 0,3
million tonse The Association places on record its appreciation
of the action tekon by the employers concerned in holding ocut
against the strike fhreat; - in the alternative, if the unreasonsble
domands had been met due %o pressure, the coal industry would
have been throwm inkto choos.® .

LA



Safety measuresee= Refergin;; to tho grest siregs
thet vms being leid on mors regorous safety measures
end the proposals for amending the Mines Act and the
safety rogulations in this regard the chairman said that
vhat vms required was advice as +o the mamer vhereby safety
moasures coull be improved, not rigid enforcement of drastic
rulese Furthermore, if the mine ranazer weg held persornally
respongible for every act of omission or cormission in the
mine, it will be émpossible for him +o functione It had
also to be rsalised what tho regulations, if thoy becamo
onforcesblo as enviseged by Governrent will mean to the
industrye In monstary torms, the industry shall hsve
to incur irmeidato expenditure o the tune of several million
of rupeesp of this, about 20 million rupees will be in the
form of foroign exchanges Thsre was no doubt that the Labour
Iinistry should tale all possible precaution 8 for the safety
of workers in the mines; but thers should bs the realisation
that in view of the wery naturs.of mining operationa, it
wag impossible to have 100 per cent safoty e which wes what
appears 0 be.aimed at.

Inrogard to tramgport position, the chairmen reported
a slight improvement, but viagon supply was still short,

Shri Haulilk charectorised the system of controls has
teen in force for the last docade and g half, as.totally
outmoded, ond urged that the system of controls should be
thoropghly reviewed by a cormittos in which the coal
producers should be adequately represented, Such a
rovision and reorientation of policy wea in the light of
the present trend of evonbts snd the nsed for & quick
increase in output, surely imperativas

| (The Statesman, 2 March 1957 )e
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32¢ Public Finence and Fiscal Poliocy,

India ~ Yorch 1957,

Centrel Interim Budget for 1957=58: Revenuo Daficit
of 26847 Million Rupees and Overall Deficit of 3650

Killion Rupoces: Difficult Foreign & change Situstion,

Shri T.T. Erishnomacheri, Union Finance Ministor
prene_ntgd the Central Government's interin budget for
1957=584

The budget, which is for tho socond year of the
sscond Five Year Plen, discloses & ravenue deficit of
26847 milliqz; rupees, with receipts and expendi ture
egtimated at 6362.2 million rupeos and 663049 million
rupees respactively at tho existing level of taxations

The overall doficit has been placed at 3650 million
rupees after allowimg for a market loan of 1000 million

rupees, small savings collections of 800 million rupees,

foraign agsistancq amounting to 1350 million rupees against

650 million rupoos in the curront year, and transactions
under Debt, Deposit and Remittance heads of 1190 million

rupoega




No new tex proposals have been made, because &he
present Parliement is required to pass a vote=on=-account
only and tho regular budget will be votod by the new
Parliqmen'bo |

Shri Krishnamachari, in the coursge of his budgot
speech, indicated strein on the oconomy, from the point
of view of both intorhal and external resources. The _
crucial problem af this Juocture, howover, v:aé thet of
foreign exchangee The Minister algo presentod a white
papor reviewing the major economic developments during
the yeare

The capital expenditure for the year amounis +to

45477 million rupeasas against 3167 million rupees

for the previous yoar.

. The following table shows the main f'satures of the .

budget for 1956=57se




(In Millions of Rupses)

REVENUE : _

Budget Reovised Budget

1956=57 1956=57 195758
Customng. e s 1,500.0 1,710,0 1,62040
Union Excise Dutios. o 1,703.5 1,887.3 2,004,3
Corporation Tax, ————————— 48244 88244 50540
Toxes on incoms othor than Corporation Tax, 86345 82641 859.6

Estate Duty, T me———c 1.8 1.1 0e9 -

Opiume: s e 2140 2244 . 2540
Interoate S 5449 5204 4940
Civil Adminisiration. Setmnse—eSs 110.6 154.9 432.1
Currency aond Hinte SRS niim—ds 23647 24448 36042
Civil Worlm, e e i 2309 2740 29,5
Other Sources of Revonue. 1 193.9 19342 27645

Posts & Telopraphs = h - ) ‘
Not contribution to Generanl Rovonucg, == 1640 5340 43,4
Railvmys = Net contribution to General Revenuocs, 6547 6063 6647

TOTAL REVENUE. _5,278.9_  TB,714.9° TE;%Ce
EXPENDITURE

Direct Demands on Revenuo,. e 37145 37942 41840
Irrigations ‘ - : - 045 0.8 1.0
- Debt Sorvices. S s e e - 35540 . 38241 35040
- Civil Administmitions SRR 1,35961 1,33644 1,87540
- Currency & Minte e 376 5042 639
Civil Worlks and Hiscellansous Public Imprévements. 159,0 14544 15943
Ponsions. | e 88.4 89,8 9147

" Myscollanoouss . T o '
Exponditure on Displaced Personse =-= 21442 21846 22540
Othor Expenditures ———— o cn e 80243 28342 429,0
Grants 4n Statos otce 38040 29640 25243
Extroordinary Itomse .147.0 124463 23846
Dofenco Services(net). ————— 24039,7 2,02945 2,52741

TOTAL EXPEIDITUREeeme—e 0,454 43 5,035 6D . 6563049
Surplus (4) - 4 - - -

Dericit (=) (<) 18044 (%) 37942 (=) 26847




Finance Minister's address: S+ress on 8cononye=The
Finance Minisier in the course of hic budpet spesch, said
that the year under reviow had been a year of some strain
from the point of view both of internal and of extornal
resourcess Domestic prices as well ns tho balanco of
paymonts had boon under pressure, mainly es a result of
the growing tompo of developmental -ectivitye The decline °
in agricultural production in 1955«56 and external factors,
such as the closure of the Suoz Canal had sdded o the

- Btrain on tho economyes The Govermment had taken some

measures in tho last few months +o bring the situmtion’
under control and thers wnsg evory hope that these measureg
would prove effective in due courseoe )

Shri Krishnemecheri statdd that the outlook on internal

‘prices depsnded considerably on the level of egricultural

production, and Govermmant was fully seized of the urgoncy
and importance of achieving better results in this sphore.’
Price stability elso required control over crodit and 2
budgetary policy vhich restricted the purchesing power in -
the hends of the publice The Government had taken stops
recently to apply selective credit controls, vhile taking
cero at the same time not to cut down unduly the supply
of credit needed for the expansion programmss in the private
sectore  Basically, what was needed was more savings, not
loss investmentse "In the matber of budgetary policy, I
mst say I am not happy with tho size of deficit to which
I shall presently b e referring. .In this context, the
increasing demoands being made on our resources by Defonce ~

‘requirements camot be lightly passed overs The increase
.under this hoad, as.you will see, is the major olement in

widening the deficit on revenue agcount in’ the coming years
The overall doflicit in the budget, Vize, 3,650 nillion ‘
rupeos is, I am afraid, somsvhat larpge considering the
oconomic situations There is certainly mo slack in the
coonony at present which would permit a complacent viow

of the budgetary deficite Defence is hardly an item on

.which we should liko to spend more either in terms of

domostic currency or of foreign exchangeg If, however,
the exipgencies of the situation melko such increnses
inevitable, the necessary saorifices have to b o made.”

 Foreign Exchenge.= Continuing, Shri Krishnemachari °

- spid that the crucial problem at this juncture, however, was

that of foreign exchinges The Second Five Year Plan with

its omphasis on the dovelopment of industry, mining and 7
transport had a lerge foreign emchange componont, and it

now oppeared that the deficit in the balance of payments ovor
the Plen period will be larger than was originally estimatod.
This was due both to the increase in the prices abroad and to
tho expansion of some of +he projects included in the Plan,
In fact, the draft on foreign exchange resources had already
been heavier than had been oxpected; since April 1958, this
had amounted to about 2,600 million rupsess This strain on

. tho balance of payments had necessitated +he ‘stiffening of

import policy vwhich was. ammounced in Jamuary,(pige pege 54
of the report of this 0ffice for danunry 1957),




The total deficit in balanée paymonts over the Plan
period was likely to be about 4,000 million Tupess more
than wmgo envisaged in the Plane Taking into nccount the
extornal finance that might be availablo for the varicus
projects end the balence available from the authorisations
of the First Plan period, thecounmtry has in hand foreign
exchange of the order of 4,500million rupgos to meet
roquirements, . With this, and assuming the continuance of
aid from the U.S.A. end Colombo Plan countries more or
less on the present scales and &lloving for a moderato
emount of private foreign investment coming in, one may tekn
the total of resources in sight at about 50 per cont of +ho
botal requiremonts.. The Govermment was at present negotiating
with the International Bank for Reconstruction and Devoloprent
in respect of loens +to cover the foreign exchange needs of
soveral of the dovolopmont projectse Tt was also exploring
possibilitios of deforrcd paymants in rospect of imports of
capital goods from various countrieses On the trhole, the
prospects of tho country being able +o raise the foreign
oxchange resources for the Plan were not altogether discourajing.
This, of course, was not to say that the +asic was by eny A
moens casye For tiding over the period vhich Tugt necessarily
elepse before the now import policy becomss effective, the
Govornment had obtained aceommodation totalling in all 200
millions dollars from the International Honetary Funds The
problem, the Ministor emphasised, is not one of achieving
2 balenco in external accounts by just cutting dowm imports,
The task wes twofolde Firstly, every care had 4o bs taken
to phase Plen -oxpenditure in a mammer thet will not impose
en excessive strain.on the balance of poyments, This required
adhepance to & striot system of priorities within the pemeral
framework of the Plan. Secondly, ways and means of financing
the large imports that will still be essemtial for the Plan,
will have to be found, and this called for sustained effort
elong several linese The first essential step was to inorease
oxports £0 8s.to enlarge foreign’ exchange earnings and +o
cut dowm imports to.the extent possible, HNeither of these

‘vmg possible without a sacrifice, bub the sacrifice hed +o |

be made in the intercsts of plannsd devolopmante.

Second FiYo Yoar Plane= Referring to the Sccond Five
Year Plan, the Minister said the plan would, neddless to say,
strain the economye The path of development did not always .
run smoothe The exporionce of rocent months only reinforcod
the woll=-lnomn fact that the balances implieit in e Five Yeer
prograrme of deovelopmont had to be checked and reéhbelnd
continually in the light of experience, Tho balmnces between
investment and consumption, between available cxtornal resources
ond the ¢laims on thom, between the f£inal Plow of goods and
services and the matorials required for thé#r production could
hardly be estimated precisely in advence, and unf'orsseen )
factors did rise which upset these balances from tims to timoe




It was in rocognition of this fact that the Sgcond Plan
report laid comsidersble omphasis on flexibility in plamming
and on the machinery of annual plans to provide for the
necessary adjustments, :

For the immediate presont, the neod as for giving
top priority %o schemes which increasod export earnings
and reduce import needs without maldng an oxcessive claim
on foreign exchange rsources in the irmedinte fubure,
Schemos which contributed mogt +o an oarly inorease in
ggricultural production algo deserved high Priority;
schemss which had already been cormensed and on which
considerable expenditure had been incurred claimed, in any
case, a considernble proportion of theresources aveilsble,
Government intended to be guidedstrictly by such rriority -
considerations in determining the phasing of Plan exponditure;
firat things must necessarily come firste At the same time,
it had to onsure to the extent poessible thet developmont
programmas which were calculated to oombribute most to an
increase in the productive capacity -of the country .and a
strengthening of the long-term. balance of payments did not
suffer undulys While a review and adjustmsnts of priorities
and 'strict adherence to them wers essential in view of the
limitation of resourcos, evary care was being taken %o see
that the momentum gethered by the TIndian egonory in the last
threc or four years was kept upe
Accounts of the 1956-57 Budgete= Reviewing the working
of the post year's budget, he roca ed that the current yoar's
budget provided for-a deficit.of 180¢4 million rupees on revenue
account #ffer allowing for the modifications in the Finance Bill
accopted by Parliamonty He now expected that. the year will
close with a surplus of 579.4 million rupoess The improvement

g largely dus to bettor colleections of reveme under Customs

and Union Excise duties; the inoremso in tho lnther representing,
in the main, the yield of the additional duty on cotton cloth

imposed during the years There had also been some gsaving in
oxponditures Rovenue; ag a vhole, was now placed at 5;714,9

million rupees,; an increase of 441,0 million rupees over tho

~ budget estimates; and expenditure at 5,33545 million rupses

cgainst the budgot figure of 5,454,535 million rupees. -

Taking the Revenue and Capital Budgets together, the

" ovarall deficit this year was now placed et 2,160 nillion

on rupees assumod in the original
Budgete This was the result of the improvement in the revenuo
account end a saving of about 640 nmillion rupees in tho
provigion of 3,860 million rupces mads for loans and advances
to the Syate Govermments and other partioge '

rupees against 3,560 millio




Budgot, 1957«584= For the year 1957=58, heé ostimated
revenue, at the oxisting level of taxation; nt 6,362.2
million rupeos and oxponditure at 6563049 million rupees;
leaving a deficit on revonue account of 268,7 million rupees,
Theso figuros were inclusive of cortain self=baloncing itoms,
aggrogating 380 million rupees, which appeared on both sides
and did not affect-the revenue budgot as a vholee. There wers
was thus an incremse of 26743 milljon rupees in rvenuwe revenue
ond of 9154 million rupocg in expenditure as compared with ‘
tho rovised ostimatos for the current years

‘0f tho increnso of 267.3 million rupeea in revenuo noxt
yoar, B0 million rupees represented +he ostimated yield of the
Copital Gains Tax and the mdditional super-tax on companfos
which take effoct from 1 April 1957, ond 124,0 nillion rupecs
the full perds yeprls offect of the increase in tho duty on
cotton eloth, the new duties on rayon, synthetic fibres and
yarns end motor-cars leovied during the years The revemse from
Cusboms duties will drop by 90 million rupees as a resull of
the cuts on import quotas which hed been imposed to coneerve
foreign exchemge; bub, against this, surplus profits of the
Resorve Bank are mmpectsd to increase by 100 million rupees.

The total expenditure next year, exoluding the gelf-
balancing itenms, was estimated at €,25049 million rupces,
of which 2,527.1 million rupoes will be on Defence Services
tnd 35,7238 million rupecs under Civil headss The provision
for Defence Services chowe an incresse of 49746 nillion rupess
which ropresented mainly purchases of essontinl stores for
the Army and tho Air Forcee Oivil expenditure also showed
en increage of 417,8 million rupees ovoer the current year's
rovised estimate, the increase being mainly in respect of
nation-building, development and social servicos,

Tho provision for capital expenditure and loans to
Btate Governments and othors next year wvas placed at
7,72241 million rupees againsgt the current yoar's revised
ostinntes of 6,361e5 million rupses. The increase was
accounted for entirely by larger provision forthe three stoel

Plants end for Railwayse

The Minister said that he hdd credit in the next year's
estimates for a market Loan of 1,000 million rupees; for
smoll savings collections of 800 million rupoes; for forsign
assictence of 1,350 million rupees and for transactions under
othor miscellansous Debt, Deposit and Bemittance hends of
1,190 million rupeess. Allowing for these credits, the next
year's Budget, taken as’'a vholc, left an overall deficit
of 5,650 million rupees,’




THE WHITE PAPER.= Tho Minjstor also presenmted before
the Parlioment a Whito Papor giving a brief account of
cconomic conditions in the country during 1956 and describing
the broad festures of the revised estimates for 1956=57 and
the budget estimrtes for 1957-58, A briaf review of the
Vhite Papor is givon below,

Economic conditionfe= The year under review was the
firgt year of the second plan and for the first time since
plamed development got under way the cconomy showed evidence
of somo amount of straine Over tho last threo yeoars the
rate of investment in tho country has beon steadily increasing
but financial end economic conditiéng remainod reagsonably stablee
The country's economy was, however, more or losg fully stretched
by the ond of the first plen and the inoroase in developmental
outley in tho first yoar of the second plan hag been followed
by a significent rise in pricese The general level of wholesale
prices increased by 13 per cent in 1958 overthe previous year.
The year also wiinessed a sizenble docline in foreign exchange
resorves and the foreign assets held by the Reserve Bank of India
doclined by 2,050 million rupees, from 7,350 million rupses
et tho end of 1955 $o 5,300 million rupess at the end of 19564,

To some extent the gpowing pressure on pPrices and balence
of paymeonts in 1956 was due to the decline in egricultural
production in 1855~56 and extornal factors such as +the cloanee
of the Suez Cenals But essentislly the recont degiine in
foreign exchengo reserves has beon a direct consequence of the
increased demand for developmental goods nnd for the import
requirements of expanding industrigl productions In sggregate
torms, the expansionary impact of public and private investmont
was largely noutralised by the deficit in balance of payments
in 1956 ILven so, tho progressive step=up in investment which’
is taldng place has been exerting sn upward pressure on prices,
end indications are that voluntary Bavings have not responded
adequately to the increase in investmente .

~ The growing signs of imbalanco in the ecoromy have
necessitated n number of corrective. measures in the fiscal,
monotary end foreign exchange fields Amonz these msy be
mentioned additional taxation, incremsed supply of foodgrains,
mainly through imports, restraints on expansion of bank credit
for spesculetive purposes and drastic cuts in imports of non=
essontial goodse It will be some months before the full impact
of thoss measures will be felts Some reliof may be oxpected
in futuro from & somowhat larger f£low of external assistance
and from the highor out=turn of agricultural crops in the 195657
seasone But i is clesr that if the inoreasing tompo of development
in the country is not to be allowed to accentunte inf'lationery
prossures seriously, & greatly increassd measure of productivity
and savings must be achieved and steps taken for increasing and
conserving foreign exchenge eerningsae.
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The overall index of agricultural production
(194950 = 100) daclined by nearly 2.4 per cent from
11644 in 1954=55 to 113,7 in 195558 mainly due to less
favourable weather conditions, Foodgrains output vhich
hed already declined in the previous yoar to 6645 million -
tons from the record level of 688 million tons in 1955=54,
declined further to 63e4 million tons in 1955«58, The
decline in production wms mostly accounted for by coarse
graing, as rico output increaged by & million toms from
2445 to 25.5 million tons, and whent production was only
5lightly loss than in the previous year, .

On the other Mhnd, industrial production meintained

the steady upward trend of recent yars, the index, with
1951 ag base, rising to an estimated 134,7 in 1958 as against
122,1 in 1955, The improvoment was hared by both cepital
and consumer goods; in both categories the newer industrieg
fared bettor than the old established ones, Thus, the
Production of comont end finished steel in 1956 at 5 niilion
tons end 1433 million tons exceeded the 1955 laevel by 9.8
and 4,2 per cent regpectively as against an increase of 16,8
per cent in the production of dicsel ongines, of 3245 percent
in the case of power-driven pumps and of 4148 per cont in -
eloctric motorse Among consumer goods, the output of redice
recolverg increased by 8545 per cent: of bicycles, by 34¢4
por cont; sutomobiles, by 39 per cent; footwear, by 5.3
per cenb:. mill-made cotion cloth, by 347 psr cent: and
cotbon yarn, by 2.3 por cente Cognl ‘Production incrosged
from 382 million toms in 1955 to 30 million tons in 1956,
Sugar, which registersd on_increase of 2047 per cent in
production, wns the one nowbeblse cage of a substantial
increase in production emofig established industries,

~_ Teking the economy as g whole, the supply of domestic
goods and servicea in 1956 showed only a modest improvement
over the previous yeare .The supply of essential consumer
goods such as foodgrains and oils in 1958 wmas not satisfactory
and the production of cotton textiles (both millemads and
‘handloom) showed only & small incresse of tho order of 3
per cente Thore was a marked improvement in supplies only

in the caso of sugare




Expansionary Factorss i) Public expendituro.= While
domestic availabilities shoved only e moderate improvomchb
in 1956, there wms a continuous oxpansion in demend during -
the yeers Public exponditure, with the larger money incomes
thus genorated, has boen a major factor in the steady growth
of demand in the Indian ecomomy in recert years.. The combined
expenditure of the Centre and-the States increased from 10,190
151098 million rupces in 1953-54 to 12,340 million rupecs
in 1954=56 and 14,300 million rupees in 1955-58, The budget
ostimates for 1956=57 placed the total outlay of the Centre
and the States at 18,940 million rupeess The mctuslg are
lilely to be smaller but even so, the increage in public
outley over recent years hag been considerable,

A rmumber of steps wore taken +o augment public revenuo
with a view to limiting the inflationary potentisl of public
exponditures The fact, however, remains that public savings
have not risen at a rate corresponding to the stepping up
of public investments There has also been 1li%tle increase in
the volume of private savings mobilised by gpovernment, Thus
collections of small savings, which increased steadily from-
390 million rupees in 1951=52 to 670 million rupees in 195558
amounted to 480 million rupoes in the first eleven months of
1956=57 as against 530 million rupees in the corresponding
period of 1955=56s The net procesds. of market loans floated
by the Centre and the States this yosr smounted to 1;405
million rupees es ageinst 820 million rupees in 1955-56,
and 1,110 million rupees in 195455, Allowing, howover, for
the investments of the Reserve Bank, net public borrowing did
not reach the average of 1,400 million rupees per year
envisaged for the sscond plan period.

An increase in deficit financing is also-likely in the
current yeare The rovisod estimates for 1956=57 place the
deficit at the Centre (meamsured by the increase in the floating
dobt and the variation in ecash balances) at 2,150 million
rupeos as against 1,600 million rupees in 1955-56 and 1,420
million rupees in 1954«55,

Developmonte in the private sector have also contributed
to tho growing pressure of ‘demand in the econorye No precisse
figuros of private investment in 1956<57 are available, but -
some ovidence of increasing private investmont is provided by
tho large number of applications for licences under. the ‘Industries
(Development and Rogulation) ‘Act for setting up new under takings
and for expanding existin g onese. Eight hundred end sixty
new licences wers approved under the Act in 1956 (against 563
in 1955); most of them relating to production of rmachinery

and allied itomsse
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The paid up capital of companies increased 4in the first
nine months of 1958 by 302 million rupees, which is abous the
same amount as in the corresponding period of 1955, A large
part of the resources for expansion in the corporate sector
comzs normally from profits, but it is significant that the
net indebtedness of the privete sector to banks increased by
as mich a8 1,170 million rupees in 1956 ag against an inereaso
of 500 nillion rupeos in 1955, Part of the incroase in private
indebterdness to the banking system is explained by the rise in
econonic activity and the higher levol of Prices; but it ig
clear that e part of the finsnce required for expansion wag
provided by bank credit, This ‘indicates +the inadequacy of
corporate savings for finencing the programmss in the private
soctora

ii) Pricese= The Erowing pressuro of derend on the
sconomy, combined with the setebaclk in agricultural production,
has neturally led to & significant rise in Pricese The sharp .
decline in prices in 195455 wmg virtuslly roversed in 1955=58
and on Harch 51, 1856, the gensral index of wholesale prices
ot 39043 (year ended Aupust 1989 o 100) was only = litile
bolow the level reached before the Korean war (397) or befors
the 1954~55 decline in prices (404,4), 3By November 24, 1958,
tho index of wholesalec prices had advanced to 434,2, Although
agricultural prices have receded ‘somevhat since then on arrival
of the new crop in the market, the decline has not.been sustained

end has not been of the normal seasonal ordere Over 1955 ng
a vhole, the general indéx of wholeosale prices incroased by
13 per cent’ from 373.4 to 421.9, .0n 14 February 1957, the
index stood at 424.4,

v To some oxtent, the increase in wholesale prices over the
past year ig explained by external developmentss Thus incrcases
in prices for tea 2;4' 58 per cen‘hg, raw jute ( 4 50 per cent)
and mangenese ore ( 4 37 por cent the prices of which are
governed largely by conditions abroed, contributed matorially
to the increase in the indéx of vwholagale prices in the country,
8imilarly, the increase.in the prices of motals and metal products
was largely the result of an increase in import pricese Byt,
there is 1little doubt thet prices of goods producod and consumed

~domestically have also risons This ig olear from the fact

that the all-Tadia working class consumer price index .
(1949=50 g 100), which is’ little affectod by extornal factors,
has elso incressed from 100 in March 1956 to 110 in Hovembor,

1958,
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As may be expectod, tho price rise has been particularly
large in the case of agricultumal cormmodities which registersd
& docline in production in 1955«564 Cereanl prices increased
by 27x6 per cent in 1956 and groundnut end groundnut oil
prices by 2645 per cent ond 31,8 por cent respectively, The
index for cotton manufactures, on the other hand, increassd
by 4.3 per cent only, suger prices remainod more or less steady
and gur and coff'ee prices declinod by sbout 10 per cent during
the yeare The increase fm prices in 1958 was thus, as mch
the rosult of the set~back in agricultural production in
1955=56 as of the geneoral growth of demand in +he econory,

iii) Balance of Paymontse= The impact of rising
developmontal activity in 1956 was felk most conspicuously
on balance of poymentse TImporis increased sharply in 1958
while exports declined slightlye The resultant import surplus
helped to mitigato the inflationary effect of inereased domestic
expenditure but led to an appreciabie decline in ths externsl
reserves of the country, The foroign assets held by the
Hoserve Bank of India declined from 7,350 million rupees at
the end of 1955 4o 5,300 million rupees at the end of 1958,
The adverse turm in the balance of payments wag particulerly
marked since Harch 1956 During the ten months ending January .
1957, the foreign assets held by the Reserve Bank declined by
som@ 2,360 million rupees against & rise of 50 million rupees
in the correspording period last yoars A drain on reserves
of this order cammot but be regerded s geriouse

In the first three quesrters of 1958 thers was a balence
of payments deficit of 1,214 millsion rupees, the figures for
each quarter being ( =) 45 million rupees, 445 million rupees
and 814 million rupeess The deficit in tho lask two quarters
vas dus entirely to the enhanced deficit on +rade accounte
Import paymente increased from 3,353 million rupees in- ,
April=September 1955, to 4,768 million rupees in April=Septenmber
1956, while export oarnings declined from 3,030 million rupees
to 2,883 million rupees so that thotrade deficit widenmod from
523 million rupees to 1,885 million TUpscs, i.0e, 2 net
detorioration of 1,362 million rupees on trade sccounte Tho
increase in trade deficit was offset to some oxtent by inoreased
‘net receipts from invisibles and from official loems and other
copital transeactionse Proliminary estimates for the quarter
~ending December 1956, indicato that the samo tremds contimmed
in the remaeining months of 1955, For 1958 as a whole, the
deficit may work out to 1,950 million rupees to 2,050 million

TUpPEeS.




The major explanation for the sharp increase in
imports lies undoubtedly in the increginge increasing
denmands for developmonite The value of imports increasged
from 4,180 million rupees in April-Hovember 1955, to
5,850 million rupees in April-Noverber 195G, OFf this
increase of 1,170 million rupees, 960 million rupees
was accounted for by the increase in the imports of
machinery, iron and steel and other metalse Imports
of machinory increased frdam 735 million rupess in -
April-November 1955, to 1,058 milljon rupces in Aprile
Tlovember 19563 of iron and stsel, from 343 million
rupecs to 880 million rupeces and of other metals, from
164 million rupees to 282 million rupeese Tho haeg also
boen a large inceoase in the imports of vehicles,
electrical goods and hardware, a substential part of which
would be for developmonte

Vihen the second plan wms formilated, it wns recognised
that the small range of capital goods industries in tho
country, combined with the large increage proposed in
investment, perticularly in basic industries and tremsport
would put & considerable strain on balance of payments in
the early years of the plane The balance &f payments
difficulties that have arisen of late wepe, therefore, not
altogether unexpecteds But they heve been on 2 much larger
scale then was envisaged at the tim of the formulation
of the plons The sccond plan report placed the deficit -
on cufront account (excluding official donations) in 1956=57
at 1,480 million rupoes, Actually, a deficit of this order
(1,438 million rupees) wes realised 3n the first half of
1956=57, '

To some oxitent, the heavier strain on balence of
peyments is dus to factors vhich could not have been
anticipated when the plan wos drawm upe There has been
en incroase in prices of imported materials and machinerye
The closuro ofl the Suez Canal hes added significantly to
the frofght bills The exports of items such as raw cotton
and vegatabls oils also declined owing to the unforeseen
fall in productione There are also indications thet
imports for developmsnt in tho private sector have boen
larger' than estimateds

thile, on the whole, the expansiocnary impact of the
increase in investment in 1956=57 hasg been largely noutralised
by the inorease in’ imports of investment gooda, there is
still a part of investment aotivity vhich gorerates additional
incomos at home and consequently additional demand for consumer
goodse Tmports of finishod consumer goods asg such play o
reletivoly small part in consumption in India, but indirectly
imports of raw mntorials and semi-manufectures go up as the
production of a mumber of consumer goods within the country
incrensess Similarly the drop in the exports of cotton
monufactures is also due partly to the growth “of domostic demends.




The magnitude of the indirect or secomdary effocts of

- dovelopmental activity on balance of poyments is 55@11

in relation to the direct impact of investnente But n
part of the recent strain on the balance of peyments is
due undoubtedly to the frilure of domsstic savings to
mateh tho invesimont being undertalene

Theo roquireomsnts of foreign exchange for the period
of the plan will be larger than the original estimates
indicatode The foreizn axchange component of the steel
plants, for exomple, is now axpacted to be significantly
larger than the estimates included in the plan. . Prices
of steol as well as capital goods and equipment abroad
have risens Inevitable inoreaseg in def'ence outiays will
also involve appreciable additional Poroign exchango
cormitmontse Altogethor, it is faktrly clear thet the gap
in foreign exchenge resources over the Plan period will
be substantially lerger then the original estimate of
11,000 million rupecs. Foreign exchenge reserveAhave
already been drawm dowm t0 an oxtent which lemvo little
scope for a further draft on thems The racont purchase
of 12705 million dollars from the International Honetary
Fund and the standby arrangemonts for e furthor purchese
of 7245 million dollars, howover, provide somo rogpite..
Nevertheless, it has become & matter of urgency to explore
every poasible avenus of promoting exports, of econonising
on imports and of getbting additional extornal assistanco, .
The externsl resources availsble to the public and the
private sectors will now have +o bs much more than 9,000
million rupees envissged by the plan if the plans of
both' the sectors are to go through without endangering
the extomial viebility of the country,

~ External Agsictanco.= Friendly foreign countries
have continued to mssist us in our coonomic developmente
This essistonce has taken the fornm of supply of commodities
and equipment end the pravision of technical experts and
training facilitioss The total assistance made available
upto March 1958 wac about 2,970 million rupees, out of vhich
1,980 nillion rupees had been utilised by that datoe The
balence of about 990 million rupees is availsble for the
sscond five ygur plane Almost tho wholeof that sum hes
already been committed on tho supply of equipmonmt and
commodities for projects in the second plan. During 1956<57;
a2 sun of 55 million dollors has been authorised by the
Government of the United States as Development Agsistance

for Indime As in tho pant, three-fourths of this amount
will beé in the shaps of a long-term loans During the sams
pericd, Canada has authorisod 13 million dollars end

NWew Zealand one million pounds as aid under the Colombe Pijene
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An additional sum of 15 million lroners i.os, 10 million
rupeos was made ovailable by +the Government of Hortmy for
the fishing Commmnity Development project in Keralag

The Ford Foundation continues its assistsnce and hag
allocoted & sum of 18 million dollars,

In addition to the continuing schemeg of essistance,
oxtornal aid in a difforent form hes also boome availsble
by tho agreomsnt concluded with tho Government of Ths
United States in August 1958, This agreomsnt enables
India to mcquire in the United States, surplus egricultural
cormodities of 360 million dollarg in value, mainly vheat,
rice and cotton, over a period of threo yoarse Payments
for these purchases will be made to the U.S. Government
in rupeess From these rupeo proceods the U.S. Govermmont
will mal® & long=term devolopmental loan +o India of 234,1
million dollars and will also make a grent of 54 million
dollarse Thds agrecment thus makes aveilable edditional
financial resources for +the plen, while, at the sam timo,
it enables us to import, without incurring irmediate foreign
exchimgo lisbilities, essential consurer goods for which
there is a growing demsnd in +he countrye

During 1956-57, & ewm of 75 nillion rupees is expocted

to be utilised from ths total assistance of about 630 million

rupees promised by the UsSeSeRe for theBhilei Steel Plant,
The Sovist Union his also given vnluable nssistence for oil
exploration and other projects, In addition, it has promised
e further long-term credit of 500 millicn roubles 4o be
aevailable after 1959¢ ' .

During the year, the International Bank of Reconstruction
and Development granted a loan of 75 million dollars to the
Tata Iron & Steel’ Co,., for expension and development and a
gimilar loan of 20 million dollars to tho Indian Iron & Steel
Coe - Hogotintions for assistance for the developrment of the
railvmys are under waye
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