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PREFACGE

In the tariff morphology of nations the Ottawa Agreement of. 1932
is as great alandmark as the Cobden-Chevalier Treaty of 1860 and...
the Deutscher Zollverein of 1833. The present study seeks to Fxamine
the  nature of Imperial Preference as thus eonaummted in its
bearings “on Economic India, the Empire-Econdmy. and the woﬁ&-
economy, thereby throwing some light on the theory of international
trade me distinguished from what is known from the well-eatabhshed
viewpoints of free trade and protection. .

I am happy to express my appreciation of the fact- ﬁmz the
bock was kindly piloted through the press by my friend and
colleague, Dr. Narendra Nath Law.

BENOY KEUMAR SAREAR

Calcutta University,
- August 15, 1934,
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Imperial Preference vis-a-vis
World-Economy

The economics of Imperial Preference touches, on the one hand,
the tariff policies of nations. We are interested here in the directions
of foreign trade, the movements of exports and imports. On the other
hand, the economics of Imperial Preference is an aspect of the problems
bearing on the economic unification, concentration, conegolidation or
federation of regions. The topic of interest here is the termritorial
division of production and labour in the international sphere.

From the first standpoint we have to encounter questions relating
to the terms of commercial treaties, agreements or conventions., And
in this regard Imperial Preference introduces us to the very antithesis
of the “"most-favoured nation™ treatment.

The second viewpoint is mainly geographical and brings us into
contact with the boundanes of Zollvereins {customs unions), their racial
make-up and their political affilliations. Imperial Preference takea us
beyond the national plane and poses before us the problem as to
whether and to what extent the economic unification realized by it,
namely, Empire-Economy, is prejudicial to world-economy or the
economy of the constituent units,

Both these questions, namely, commercial policy and economic
centralization, conscolidation or federation are essentially political, in
#0 far they are but phases of international group-making or alliance.
Imperial Preference as an item in Empire-economy is naturally political
in its foundations. But the policies can be examined in the Light of
their purely economic values also. And to this we shall address our-

selves,



Chapter |
TENDENGIES IN YARIFF POLICY

Imperial Preference, as enforced by the United Kingdom on the
basis of the Ottawa Agreement in October 1932 is, first, reciprocal,
secondly, of course differential, in the third place, mainly ad valorem
{although with certain specific items), and finally, non-protective in
regard to India but protective in regard to the United Kingdom and
the Dominions.

Now, there are four different sets of calegories associated with the
tariff complex. The tariff may be (I} unilateral or reciprocal, {2} most-
favoured mation or differential (preferential}, {3} ad valorem or specific,
and (4) protective or non-protective. These terms, apparently very
simple, are complicated in their use and have often been interpreted
by nations according to the exigencies of their policies. Besides,
although presented in the form of antitheses or opposities, they have
in general been employed together in the actual tariff mechanism of
almost every people.

We shall here refer to some of the tendencies in moderm and
contemporary tariff policy in order to understand Imperial Preference
in the proper perspective. The complicated relations between the
tariff categories will become somewhat precise from an analysis of
certain concrete cases.

1 Most-favoured Nation

The “*most-favoured nation” clause of commercial treaties presents
a simple and rational basis of trade relations between nations.! It
enables every nation to determine its tariff accarding to its own con-
venience and requirements. No nation demands special favours of
others or grants special favours to others. Under the provisions of
this system neither war-tariffs nor tariffs of reprisal are conceivable.

A good example of the “'most-favoured nation clause™ on recipro-
cal basis is to be found in the so-called Indo-Japanese trade convention
signed and ratified at Tokyo during 1904-05 between the United King-
dom and Japan. The most important articles of this convention are
ap follows:®

| Joumal des Economistes (Paris), Jenuary 1928, p. 87. Brandt: Die
Durchbrechang der Meistbegiinstigung {Bezlin 1933).
2 Indo-Japanese Trede Bulletin {(Calcutta) June 1932,
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1. Any article, the produce or manufacture of dominions and
possessions of Hia Majesty the Emperor of Japan shall enjoy upon
importation into India the lowest customs duties applicable to similar
products of any other foreign origin,

*2. Reciprocally, any article, the produce or manufacture of India;
shall enjoy upon importation into the dominions and possessions of
His Majesty the Emperor of Japan the lowest customs duties applicable
to similar products of any other foreign origin."”’

Sometimes reciprocity is spoken of as being, like differential treat-
ment, an antithesis to the most-favoured nation treatment. The U.S.A.
used to follow reciprcdty in regard to certain articles but has gradually
come to consider the "most-favoured nation clause™ as the bet%er
regime.

On the contrary, in France the most-favoured nation treatment
had been the rule in pre-war times. The Peace Treaty of 1871 with
the German Empire contained this clause and it remained popular down
to the end of the Great War (1918). According to the French thesis
of to-day® the equakty of treatment as involved in the most-favoured
nation clause can be tantamount to profound inequality, because the
circumetances of the two parties may be materially very different and
unequal. The French viewpoint prevented the opposite thesis advoca~
ed by Germany and others from being carried at the Conference of
Genoa {Apnl 1922). Post-War France has established, as we shall
see later in detail, the tariff of reciprocity th!x Poland, Czechoslovakia,
Italy, Belgium and Austria,

The Treaty of Versailles imposed upon Germany the obixgatlon to
establish her tariff on the most-favoured nation treatment basis down
to 1925. At that date Germany was free to choose her system. She
did not, however, go in for reciprocity, understood as antithetic to
the most-favoured nation treatment, but introduced the latter. It will
be found, however, on analysis that factually the German system of
to-day is identical with that of France in many items, boti:bemgbased
on reciprocity as ordinarily understood (see infra. p. 5).

In the tariff policies of nations Imperial Preference is then
a special case of reciprocity as contrasted with the “most-favoured
nation” treatment.

2 Proference

Neither from the standpoint of preference nor from that of recipro-

¢city does Imperial Preference represent a new tactic in tariff or an

3 Gigrnoux: L’Aprdeguerre et I Politigue Commercicle (Paris 1924), pp. 6465,
177-78; Plaut: Deotsche Handelipolitik (Berlin 1924), pp. 149-152.
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éxclusively British measure. The post-war tariffs of Europe have all
been conceived in this mould which may be described as more or less a
universal one. Preferential relations have been established by France
with Rumania, Jugoslavia, Poland* and other countries, as observed
above. Czechoslovakia's relations with Rumania and Hungary were
preferential iy 1931. Jugoslavia has acorcded duty concessions to
Czechoslovakia. In 1931 Germany entered into preferential tariff relations
with Rumania, Likewise did Austria with Rumania and Jugoslavia.
The reinterpretation of the “‘most-favoured nation clause’” in such a
, manner as to admit regional federationa with reciprocal preference has
become the tanff credo of the Middbe-Earopean Economic Conference.®
objectives of the Balkan Conference held at Athens in 1930.* .

3 Reciprocity

Reciprocity is at least ns old as the navigation treaty of 1815
beween the United Kingdom and the U.S.A. and that of 1824 between
the United Kingdom and Prusma.” Reciprocal reduction of import
dulies was arranged after the McKinley Tanff At of 1890 between
the US.A. and several countries of Latin America, e.g. Brazil, San
Domingo, Costa Rica etc. I the US.A., indeed, the tendency has
been to interpret the “most-favoured nation treatment” as an item

Reciprocity was the principle admitted by the post-war_French
Tariff Act of 1919. On this basis commercial treaty was concluded
with Ceechoslovakia between 1920 and 1923, Esthonia Poland, Italy, and
Canada in 1922, Belgiumlixemburg Economic Union and Austria in
1923, Portugal in 1925, Spain in 1926, and Germany in 1962-27. While
concluding these treaties France has not followed any uniform system.
With each country the rates have been different, and in regard to the
goods imported also the rates have been varied. The “minimum tanff"”
has been conceded to countries or goods at discretion as also the
“‘maximum,"” depending on the value of concessions received from the
other side. Then, again, “rebates™ of the difference between the

4 Ischboldin: ‘Das Problem des wirtschaftlchen regionalen Zosammenschinsses
der innercuropiischen Stastenweht™ in Weltwirtachaftliches Archie {abbreviated later
os WA} for April 1932, pp. 522531
- 5 BSec the report of the Sixth Conferonce held af Geneva in Masch 1931 in W.A.
Aprl 1932 pp. 613616,

6 The Near East Year-Book 193132 (London), p. 1038,

7 Pulgreve : Dictionary of Political Economy (London 1913) Vol. I, pp. 267-269;
Hendwirterbuch der Staalswissenschoften Vol. ¥, (Jena) (1923), p. M3,
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maximum and minimum tanffs have been granted very often, but not
according to sny general or universal plan. These concessions have
been as varied as the grants of maximem and minimum tanffs. Alto-
gether, then, one can find in the French system of to-day not only
reciprocity but traces, nay, big doses of preference.

Reciprocity in regard to the mostfavoured nation treatment was
Italy's principle in the establishment of treaties with Czechoslovakia in
1921, Poland and France in 1922, Spain and Austria in 1923, Soviet
Russia in 1924, Germany in 1925, and Greece in 1926. It is interest-
ing to observe that in most cases Italy granted reductions, so far as
particular goods are concemed, of the “general tariff'”” as established in
1921. These duty reductions may be compared to the French “rebates™
of the difference between the maximum and the minimum, and hEke
themi embody the principle of preference in commercial relations.

As soon as Germany was emancipated from the conditions of the
Treaty of Versailles in 1924, she commenced commercial treaties with
different nations beginning with Austria and BelgiumLuxemburg
Economic Union. Reciprocity in regard to the most-favoured nation
treatment was the basis of these ngreements as well as of those contract-
ed, later, with Greece, Tutkey and Soviet Russia in 1924, the Nether.
lands and Italy in 1925, Spain, Denmark, Switzerland etc. in 1926, and
France in 1926-27. An additional feature of these post-war German
treaties of commerce is duty reductions from the tariff established in
1925, which, like those in Italy and France must be regarded as
embodying preference whether in regard to goods or regions.?

Down to 1914 the European tariffs were as a rule dualistic like the
French system of 1892. In regard to the states with which no commer-
cial conventions, agreements or treaties were concluded the tariff was
known as “‘general,” corresponding to the “‘maximum™ of the French
Acts. Contrasted with thiz was the “conventional” tariff applied to
the treaty-states.® The conventional might be compared to the
mininum tanff of France. Great Britain, however, lay outside this
commercial policy, for she observed free trade without reciprocity, i.e.,
admitted almost all foreign goods duty-free, no matter how the British
goods were admitted into foreign states.

The maximum tariff in the French aystem of 1892 was intende&'io-

8 DelleDonne: Ewropean Teriff Policies 'Since ths World- Wer (New Yok
1928), pp. 174-165, 218-222, 243-250; Gignoux : L' Aprés-guerre (1924), pp. 7598; Posse :
“Haodelevertriige™ in Handwérlerbuch der Siastssissenschofien, Erginzungeband
Uena 1929), pp. 479486,

9 Hendwbriorbuch der Stestswissenachaften Vol. V (1923), p. 118,
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be used for retaliatory purposes.”® It was usually 41 per cent highe?
than the minimum. Likewise did the German government after 1879
possess power to raise the tarif by 50 per cent and in 1895 by 100
per cent. In the last decade of the nineteenth century regular “‘tariff
wars” were going on between Russia and Germany, France and
Switzerland, Italy and France, as well as Spain and Germany. Retalia-
tion was also proposed by Joseph Chamberlain as 8 part of his "Tariff
Reform Scheme.™

4 Ad Valorem

Objections to ad oalorem duties are serious.™ Foreign exporters
are alleged not to tell the truth, It is generally believed that they
prepare false invoices and in any case the exact values are not patent
on the surface.

The other system ig known as '‘specific” and is based on weight.
In French theory and practice this is considered to be the more
reasonable. '

The ed valorem tanff is preferred as a rule by the English people
but is detested by the French. It was suppressed by the Act of 1881
in France, and although she offered the ‘‘most-favoured nation™ freat-
ment to Creat Britain, the latter declined to entér into a commercial
treaty.™*

5 Proteclion

*World-economy" does not necessarily imply or even lead to free
trade. The great champion of Cobdenism, Lord Farrer,®® Lke many
others committed a grave fallacy in so far as they believed that free
trade had been tending to become an international tariff reality simply
because steam and telegraph were bringing the nations together.
Instead of promoting free trade world-economy,—the technical unifica-
tion of the world,—has, on the contrary, furnished the inspiration for
protectionist tariff.

» 10 Palgrave : Dictionary of Political Economy Vol. Il (London 1913}, pp. 299-300,
1.

i Gimalt: The Colonial Tariff Policy of France {Oxford, 1516), p. 150. h s
to ba observed that the “specific™ duties play the chief role in the Indian Tanf
Amendment Bill of 1933, for which see Sarkar; “'Indian Export, Price and Exchange
Movements on the Eve of Recovery™ in the Financid Times {Celcotte) for January-
March 1934,

‘!2 Avgier and Marvend : Lo Politique dozenidre do I France {Pariz Y1), pp.
11-13,

13 Farver: Free Trade Versas Fair Trade {London 1904), p. 364,
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Germany is the classic example of this aspect of world-economy.
The free trade policy of 1862-77, fostered so carefully by Bismarck
previous to and after the establishment of the Empire, was abandoned
by him in favour of protection during 1879-87. And this simply because
cheap transport enabled America, on the one hand, and Russia as well
as Hungary, on the other, to place their wheat not only in the foreign
markets up till then enjoyed by Germany but even to invade Germany
herself with their exports.

The protection of agricultwe in France also was demanded and
granted because, as it was argusd, the faciliies of commumication and
conveyance brought the different countriea nearer to one another. France
was invaded by the cereals of the New World, the wines of Spain
and Italy, the sugar of Germany, and the animals of other countries.
The Act of 1881 had paid no heed to these considerations, but by the
end of the decade they were too powerful to be ignored. And so.
agriculture was effectively protected against world-economy by the
Act of 1892

Protectionism has grown by leaps and bounds since the Great War
{1914-18), as testified to by the International Economic Conference of
1927. Protection was normal in pre-war yeara but not so excessive as
during the lagt half a generation. Nay, since the pious wish for “taxiff
truce’” expressed by the |.E.C. the import duties have gone on expand-
ing.'* Germany, Spain and Poland have raised their duties on agri-
cultural products. The duties on manufactures have been increased
in Canada, the US.A,, France (in regard to sugar, farina, automoebile
etc.), Italy (in regard to gloves, automobiles, jute yarn and cloth ec.)
and Australia.

“Autarchy™ or self-sufficiency is the creed of economic nationalism
in the post-war world. Even each one of the petty states created
by the War is inspired by this feeling to establish for iteelf an
economic complex as powerful and varied as possible,~<capable at any
rate of satisfying the most pressing requirements of its people. For
larger and adult states the motive for enhanced protection is not only
economic autarchy but the anxiey to maintain the “high standard of
living™ of the working classes. In 1929, for instance, the American
House of Representatives while renewing and revising the Fordney Act
of 1922 declared that this tariff had enabled the U.S.A. to enjoy for
millions of individuale the highest eammg recorded in history. There

14 Augier p. 15; Plaot: Deatsche Handelspolitik {Beslin 1924), pp. 57.70
15 Problémes du chomage en 193] (Gendve) pp. 149-153.
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is nothing strange, therefore, that Joseph Chamberlain’s "‘tariff reform
scheme™ should have gained ascendency in the United Kingdom and
embodied itself in the “Empire Crugsaders’’ of to-day with their slogan
of Empire-autarchy.

The .agricultural interests of Sweden and S’mtzerian& aré pro~
tected by import duties.” In Spain the import duties on agricultural
produce are almost pohibitive. On wheat, rye and barley the tariff is
48 gold pesetas per 100 kilograms. Importation of wheat and wheat
flour is actually prohibited. (One kilo=2 1/5 lbs; one peseta=peady
Re. 2-0-0).

In July 1929 France raised the duty on wheat from 35 to 50 francs.
Towards the end of the year an Act was passed by which manufacturers
were compelled to use 97 per cent of home-grown wheats in flour
manufacture. A virtual suspension of importation has therefore been
enforced in France. French importers are, besides, compelled to
export within three months an amount of flour corresponding to the
wheat imported, should there be any import. Sugar-beet growers have
likewigse been protected in 1929 by the enhancement of duty on sugar
by 40 fancs.

Germany ordaimed in 1930 that flour manufacturers must use native
and foreign wheats in equal proportion. The import duties have been
raised substantially on a large number of articles.

In Czechoslovakia the “'general’’ {maximum) tariff on rye is &0
crowns per quintal, the “‘reduced” tarif 30 crowns and the “‘minimum”
30, the general tariff on cattle is 480 cr. per head, the reduced and the
minimum 300 cr, the general tariff on fresh butter is 64 cr. and the re-
duced 40 cr. per kilograms, and so on. These protective duties were
imposed in 1926. (One quintal=nearly 2 cwts.).

In Finland the Act of 1930 raised the duties on rye and barley
from 50 to 125 Finnish marks per 100 kilograms, those on oats from
I5 to 40 marks, on, fresh meat from 60 to 180 marks.

Italy introduced in 1932 & decree by which fSour mills were com-
_peli'ed to use 40 per cent of home wheats. The provision held good for
Northem and Central Italy.)” For Southern Italy and the lslands the
proportion was 15 per cent. "‘Contingents” have been provided for in
regard to the import of fresh fruits, cotton yarn, woollens, common

16 Les Conditions ds T Agriculturs en 192530 (Rome 1930), pp. 29, 35, 47. 62, 63;
Pavie : 'La Crise agriccle =t mondiale,’ and Allix : “Le Rigime du Contingsotement™
in Balletin de la Socidté d'Economie Politique de Paris (Jansary and February 1933

17 Rawegna Ecomomica (Naples} April 1932, pp., 252.153.
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soaps etc. from France. The agricultural policy of Fascism' consists
indeed in preventing ltaly from degenerating into the land of gardens
and orchards etc, for Europe a2s was conceived by the “liberal”
economists, and developing her into the country which produces its
bread, milk, meat and allied foodstuffs such as serve the primary
needs of Lfe.

18 Serpieri: Protezione doganale =d agricoltura in Popolo J'lialia, # Maxch
1932 (Milan). .

For the import duties on whest in diverse countries from 1913 to 1931 s=o Takble V.
in The Courss and Phases of tha World Economic Depremion {Geneva 1930),.
pp. 322323,

2



Chapter 1l

WORLD-ECONOMY AS EMBODIMENT OF TYECHNOCRACY
AND INTERNATIONAL LAW

At this stage it is desirable to throw light on the ambiguous
and elastic category, world-economy. We have noticed that
world-economy does mot necessarily imply free trade and has
indeed witnessed the development of protecBonism on an unprecedent-
ed scale. To begin with, it is proper to be oriented to the objective
facts bearing on the commercial structure of the world, as it obtained,
say, for several decades previous to the outbreak of the Great War.

1 The Technique and Law of Communication

The international law,* both “‘private’” and *‘public,” of those
decades served cumulatively to establish the bonds of a "world-
economy  in every possible manner. The technical inventions and
industrial progress of the epoch were in this manner exploited by the
legal sense of mankind in order to knit the different races into a unified
complex.

The World-Postal Union (Berne), established in 1878, can be rightly
described as the pioneer in this economic internationalization. But
perhaps in this line, historically speaking, the very first item is repre-
sented by the General Telegraph Union (Paris) of 1865, which in 1906
was extended to wireless telegraphy. The conventon of 1884 in regard
to the protection of submarine cables and the numerous agreements
or treaties regulating, as they do, telephonic communications belong
also to the same sets of forces.

The doctrine of "freedom of the sea™ is an old and important
fundamental of “"public” international law. But its significance in
“private”’ international law is no less profound and comprehensive.
Much of the world’s foreign trade is overseas commerce, and naturally
the contractual relations positively entered into by the different states
in regard to ocean Iransportation are enomous in bulk. It is not only
the exigencies of naval war but those of maritime commerce as well
that necessitated a host of treaties bearing on bays, gulfs, straits, sea-
coasts, ports, command of the flag, piracy ete.

Purely commercial considerations likewise furnished the inspiration

1 Friedrich : Grundzilge des Volkerrechts (Leipzig, 1915); Strupp: Grundzige
des positiven Viikerrechty (Benm, 1922); Herms: “Weltwirtschaftarecht™ in Walt-
wirtschaftliches Archic {Jena, Oct. 1924).
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for international agreements in regard to navigation, the nationality of
ships, passengers and crew, official documents relating to the boats,
cargo, etc., methods of registration and so forth. The name of mutual
understandings on the question of lighthouses, buoys, and beacons
between different trading parties is legion. And finally, the more uni-
versal regulations ralating to the sea-routes, maritime signalcodes,
mutual help in cases of accident or other dangers, and protection of
life and property on the high seas constituted some of the basic founda-
tions of pre-war world-commerce. )

The ''international rivers” also were brought under the sway of
*positive”” law such as binds the interested nations in their dealings with
one another. The principle of the freedom of intermnational river-navi-
gation was recognized even in the Peace of Westphalia {1648). it ac-
quired prominence after the “‘opening’” &f the Rhine {1815). The Danube
was opened in 1856, the Amazon in 1867 and the Congo in 1885. In .
1888 the Suez Canal was admitted into the same system. About 1914
each one of the mighty rivers was subject to the “combined sover
eignty”’, if one may say so, of all the states whose territorial {and com:
mercial} jurisdiction was traversed by it.

In regard to railway transportation, the number of treaties between
interested nations down to 1914 was pgxtraordinarily large. These
treaties established the rights and duties concerning the roads on the
boundaries of states or within the national limits, the connection be-
tween the inland railway system and the systems of the neighbouring
countries, the trains and carriages, post, goods and passenger traffic,
safety and sanitary police, customs offices, payment in foreign curren-
cies, the construction of international stations and godowne, bridges,
tunnels, etc. The building of railway Lines connecting two neighbour-
ing states, whether they be government or private property, the adminis-
tration of state or private railway line situated in another nation’s
territory in such a manner pa not to interfere with the severeign juris-
diction of the latter, and the financing of a railway such 2s can hardly
be dispensed with in the interest of internationsl .intercourse,—these
and other topics were regulated by precise and definite rules based on
the deliberations of the contracting parties.

The Intemational Freight Conferences held at Berne in 1874, 1881,
1886 and 1890 served to establish a real international law on the ques-
tion of railway rates so far as they have bearing on the transhipment
of goods. Fifteen states took part in those deliberations and consi-
dered themnselves bound by the results of the convention, which is
perhaps of as deep importance in modern international law and inter-
national trade as the World-Postal Union of 1878.
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The Wireless Agreement was entered into at Bethin in 1906.

The Automobile Convention of Paris (1909) established the bnes
on which international intercourse with motor care and lomries ie being
carried on. It was ratiied by fourteen states,

The Convention relating to airships was ratified in 1913,

2 GCommercial Treaties

While the legal measures adopted to unify the achievements of
technocracy in communication and iransportation or at any rate place
them on a uniform and systematic basis assured the physical foundations
of world-economy, enother characteristic feature of those times was the
growth in the number of “positive’” contractual understandings between
nations in regard to the exchange of goods and services. The impact
of these understandings on the promotion of the world-view in the com-
mercial and moral fields was not inconsiderable.

The Cobden Treaty of 1860 may be said to be the beginning of a
new epoch in world-commerce, With it commences the era of com-
mercial treaties® the like of which hardly existed in previous centuries.
The measure wae from the British side but a means to the expansion
of freetrade ideas and from the French side a comouflage which
Napoleon III. wanted to exploit in the interest of his political ambitions.
VWhatever the motives behind it, the commercial complex of a unified
*Western Europe’ began to grow up as a consequence of the arrange-
ment. A world-economy in the sense of an “‘international division of
labour™ seemed almost to be approaching consummation.

But by the 70's the continental states of Europe as well as the
United States of America took a definite stand against the new idea of
universalism and went back to the “national” ideal, the system of seli-
determined and autonomous regulation of trade-relations. The series
of tanff treaties with different nations was initiated by France.
Gemmany followed suit {(1890). A new commercial policy, quite in op-
position to the spirit of the Cabden Treaty of 1860, was inaugurated
for the world. For, the protection of the Swadeshi (home} industry was
the first postulate of this new epoch, and as & consequence, the estab-
tishment of tariffs, the mainstay of the commercial systems of the world.
Tke rates of customs duties were definitely laid down in the treaties
between the nations, and the exchange of goods took place according
to this international economic legislation.

2 Augier and Marvaud : Lo Politique donanidre de ls France {Paxis 1911}, pp.
5, 8, 29, 63.65; Dunbam: The AngloFrench Trealy of Commerce of 1860 {Amn
Asbor, 1930}, pp. 64, 254, 32023, 364-65: Plout: Deuische Handelspolitik (Belin
1924}, pp. 4346,
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Under this nationalistic regime the tariff policies of the states were
oriented chiefly to the promotion of exports. The statesmen of every
nation sought as far s possible “open markets”” in foreign lands but
at the same time wanted to have “‘closed doors,” if that were practi-
cable, in regard to the imports from abroad.

This tariff system could not last long. The question of imports had
ta be attended to by each and every nation in spite of its Swadeshi
(bome) industry fervour, The problem of international trade became
complicated and along with it the commercial treaties between
states,

Whereas in the 60's of the last century a few “‘diplomatists” sat
together and talked it over the arrangements in general terms regard-
ing the exports and imports, the early twentieth century’s deliberations
used to take place in the conferences of chemical, engineering, financial
and other technical experts. The export and import business of
1900-14 as well as treaties relating thereto required a knowledge of the
minutest details concerning the boundaries of states, markets, customs,
evidences of origin, description of goods, godowns, transhipment, com-
mercial agents, travelling salesmen, specimen-boxes, packing, for-
warding, labels and what not. The guestion of commercial arbitration
courts s also one of the items with which the treaty-makers of those
days had to deal,

One result of all these mutual concessions and give-and-take
arrangements consisted in the abandonment, factual if not formal, of
the unadulterated protective system. And although each nation
treated the others in the most jealous manner conceivable, the world
trade did not fail to get a tremendous fillip on account of all these self-
conscious patriotic energizings in favour of national prosperity. The
tariffs indeed went higher and higher, but this was accomplished in al-
most every instance as the result of deliberations in which the inter-
ested parties had full and free interchange of views. And this was
certainly preferable to the system of 1870-18%0 with its self-determined
and autonomous, in other worde, arbitrary regulation of international
trade.

These commercial treaties, falling as they do within three epochs
{1860, 1870-90, 1900-14), were as a rule affairs between two interested
parties. But real “international” institutions, i.e., those of a “‘general””
or universal character did not fail to make their appearance in the mean-
while. We may mention the "International Union for the publication
of customs tariffs’’ established at Brussels in 1890, Then there are the
international agreements regarding trede in specified commodities, the
Congo Acts (1885), the Anti-slavery Acts (1890}, the conyentions for



H IMPERIAL PREFERENCE

the protection of working men (Berne) etc. The list should include
likewise the sugar convention (Brussels) of 1902, the convention for the
protection of property in literatre and art (Berne), and the agreements
bearing on invention, marks, patent, copyright, etc. Add to this all
the other items of “‘private” international law, viz., those bearing on
aliens and their domiciles, capital investments in foreign countriea?®
sanitary and moral mneasures and so forth, and we get an idea of the
complex machinery of internationalism such as had been *’positively™
governing the commercial and other economic functions of the differ-
ent nations of the warld about the time of the Great War.

Al the pre-war Conferences held between the different members
of the British Empire belong Lkewise to the category of economic in-
ternationalism. The First' Colonial Conference was convened at
London in 1887, the second at Otawa in I1894. Between 1897 and
1907 London was the venue for three more Colonial Conferences.
Later, the name was changed and the Fist “Imperial”™ Conference
sat in London in 1911.

Equally important as socio-economic measures were the Interna-
tional Health Acts relating to cholera (Paris 1853, plague (Vienna
1897), yellow fever (Paris 1905) and sleeping sickness (1908). The
health activities of the League of Nations of today are really but a
continuation of these pre-war international measures.

Among the other pre-war Internationals in the economic domain
are to be enumerated the Latin Union (1865) for establishing bime-
tallism and the four Monetary Conferences, all held at Paris (1867, 1878,
1881, 1892), each of which was trying to place the cumencies of the
nations on a world-basis. In these attempts are indeed to be seen the
first stages of the movement for the international control of curvency,
credit, gold, and public finance, such as since the Brussels Conference
of 1920 has acquired a prominence in post-war years and engaged like-
wise the attention of the World-Economic Conference of 1933.

The two Labowr Internationals {(London, 1864-72; Paris and Berne
1889) are likewise to be mentioned in this connection. These were of
course only propaganda organizations. But the convention relating to
hthe protection of labour (Berne, 1906} was an institution of “positive™

W,

The foreign public debts of Egypt were internationalized in 1875.
The movement spread to Turkey in 1878 and Greece in 1897. The

3 See the chapter on “Kapitalinvestitionen #m Anslande™ in  Schilder:
Entwicklungsiendenzen der Weltwirtichaft, Vol. 1 (Balin, 112); Preum: Dic
Kapitalanloge im Auslande ({Beslin 1523).
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internationalism that is in evidence in the post-war epoch in the fnancial
reconstruction of Austria, Hungary and the Sear under the auspices of
the League of Nations was anticipated in the activities of the three or
four pre-war decades bearing on Egypt, Tuwkey a;:d Greece.

3 Internationalism vs. Autarchy

The pﬁnciple of international economic legislation and commercial
treaties was not destroyed by the War (1914-18). Rather, it got accen~
tuated on both sides on account of the war emergencies. Even India
bad to play a part in this war-time internationalism. India’s relations
with the British Colonies {and Dominions) and her place in the Empire-
economy came home perhaps for the first time to the people at large,
And as for other countries, belligerents or neutrals, the epoch of world-
citizenship, although within limited areas seemed for the first time to.
dawn as a reality, Agreements between nations regarding exports and
imports constituted, 2o to say, the very basis of daily bread and butter
in every comer of the world,

In post-war commercial relations the spirt of world-economy as
founded on international treaties or conventions and understandings
has embodied itself in ne equivocal manner. Air-navigation, freedom of
transit, patent, trade marks, labour conditions, sanitary measures, oil
concessions and many other items have each been internationalized
afresh or for the first time. One cannot say that today or previous to
1914 the nations have been guided by an extra dose of the altruistic and
philanthropic motives of universalism or world-citizenship. The funda-
mental urge behind all these internationalizings in commerce lies,
apart from the advantages to each nation, in the attempt to bring order
out of chaos,—a *‘rationalization™, so to say,—in the exchange of goods,
and services between the different parts of the globe. But all the same,
one must admit that the solidanty and unification of the world has
been actually established by the formal instruments of positive law.

On the face of it, however, nationalism should seem to have-
gained the upper hand in the commercial policies of nations as an after-
math of the War. The attempts at economic ‘‘autarchy’ or self-suffi-
ciency with a view to preparedness against the next war belong to the
AB.C, of post-war statesmanship in every country down to the Disar
mament Conference of 1933. The discussions about the “‘relative™
disarmament of nations point toc nothing but the “‘rationalization’” of
war measures on the part of each single unit. The transformation of
agriculture and manufacture brought about by the Great War is teli-
ing on the entire outlook of the nations. Protective tariffs appear to
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be the chief, if not the only, effective props to the new industries as
well as old farms in the different parts of the world,

The War has heightened in every nation likewise the desire to see
its men, women and children enjoy as much of material and moral wel-
fare as possble. The result has been an enormous increase in state
expenses on  social’” items accompanied by corresponding increases in
taxation. This has led every nation back to the problem of increasing
the national dividend, and this in its turn to the attempt at excluding
foreigners from the country’s markets. Altogether, nationalism is the
order of the day here and there and everywhere.

But this wave of nationalism is conditioned by certain natural [imi-
tations.* And the situation today is to a cerlain extent almost parallel
to that prevailing towards the end of the last centry. The most
nationalistic of pecples have no choice but enter into relations of com-
mercial intercourse with other peoples no less nationalistic than they
themselves are. And in the tug of war between nationalisms, the com-
promises that ensue are so many different bonds of Internationalism.
The Imperial Preferences as established at Ottawa (1932) and as con-
ceived for France (1933} are the resultants of such nationalisms coming
to a compromise.

At the present moment it is in the field of investment® that
nationalism has to meet with its most pronounced antidotes. The in-
ternationalization of finance has taken rapid stridee since the war. The
world is today more and inore getting to be a single economic complex
owing to the capitalistic “community of interests”” existing between

4 According to Gregory, sutarchy is impossible even for a vest territory like the
British Empire {"Scif sufficiency sas an Econcmic Ideal” in the Manchester Guardion
Commercial, Zi July 1930, For the U.S.A. autarchy i championed by Donham in
Business Adrift (London 1931} and Dennis in la Capitalien Doomed? {New Yark
1932} but opposed by Moulton in War Debls and World Prosperity (Washington 1932,
and Gay and Rootbach in Foreign Afairs (New York, Vol, X, 1931-32, X1, 193233}

Auxtarchy is =n important element in the recent economic thinking of Germany,
especinlly of the founders of national-socialism under Hitler, e.g. Moeller Van den
Bruck : Das dritie Reick {Bexlin 1926}, Fried : Der Uebergang wur Awiarkio {lena 1931},
Strasser : Aufban dey deaischen Soziglismus [Leipzig 1932). See Hoffmann: "Dex
Ruf nech Autarkie in der deutschen politischen Gegenwartsideologie™ (Weltwirtschaft-
liches Archio, Qctober 1932).

5 On long-term and short-teem capital movements and payments on account of
interest and dividends with reference to nearly three dozen countries {including Indis)
see Balances of Pagments 1930 (Geneva 1932), pp. 10-15. Sec also the chepter entitled
A Worl in Debt” in WorldEconomic Surveg 193233 (Geneva 1933} for an analysis
of international indebledness, eepecinlly pp. 264-269. From 1928 to 1932 the figures for
creditor eountriee are shown scparstely from those for debtor countries in the table
at p. 291 ’
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the financial magnates of different nations. Internationalized capital
is not very keen on the sentiments of nationalism or national economy.
It is just from the side of capitalists that autarchy and nationalistic pro-
paganda in its economic aspects tend to encounter their most serious
rebuff. And for the same reason the protective system has been
acquiring an - altogether novel significance in post-war economics,
Capital being international, a protective legislation fosters today not
simply the so-called national interests but external finance as well.
This is how Imperia] Preferences are compelled as a matter of course
to look for some understanding with the non-Empire regions.

4 Thoe World Conferences of Today

The spirit of co-operation between nations, or, at any rate, inters
change of views is today a marked characteristic of the commercial
policy of mankind. International economic congresses of one denomina-
tion or another are holding their sessions in regular seasonal succession.
Some two hundred such conferences are reported to have met in
defferent parts of the world during 1931.°

The recent phases of the history of this movement are all well-
known. The various Treaties of Peace (1919) settled the terms of com-
mercial intercourse between the wictors and the enemies. But the
terms of commercial co-operation between the allies themselves
were left unsettled. The inter-allied economic co-operation had, how-
ever, been an accomplished fact of the war period, commencing as it
did with 1916, The Supreme Economic Council was inaugurated at
the armistice, although it came to an abrupt end in August 1919 with
the retirement of the U.S.A. from Euwropean complications,

Since then it has been left chiefly to the League of Nations by virtue
of Article 23 to organize schemes of “equitable’” commercial inter-
course for ite members. And this the League has not failed to attempt
by instituting international conferences for financial, tariff and other pur-
poses and for discussing such problems as reciprocity versus the “‘most-
favoured nation’ treatment in international trade. (1921, 1923, etc.).
The financial congress at Brussels (1920) is one of its important land-
marks, as well as the conference at Barcelona (1921}, which was attend-
ed by fortyfour states and regulated the conditions of transit and com-
munication, and international roads, waterways and ports. Further, the
regular and systematic work of the International Labouwr Office

6 Lotzach : “Internationale Kongresse und Konferenzen tm Juhre 1931 in W. A4,
for April 1932, pp. 617-652; Serkar: “‘The Geneva Complex in World-Economy™
{fournal of the Bengal National Chambor of Commerce, 1931},

3
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is not the least momentous function discharged by the League in the

world's economic system.

Two important problems of contemporary economic life which
bhave been attacked by the League’s conferences, although without
success, may be mentioned in this connection.” One relates to the
international distribution of raw materials in such a manner as to pre-
vent the producing nations from charging an extra price for export.
And the other, known as the Ter Meuler, project after the propounder
who broached the idea at Brussels, had in view the object of placing
international credit at the service of needy nations on condition that
they get the loan through the League on mortgage of the properties sug-
gested by the latter. Propositions like these indicate, at any rate,
which way the commercial wind is blowing. It is not necessary here
to enumerate all the different activitiea and achievements of the
"“Geneva Complex”.

The League of Nations, however, is not the sole insbrument in con-
temporary internationalism., The world-view has been promoted in
no ordinary measure by the Washington Conference of November
1919 and especially the labour regulations. The Genoa Conference of
April 1922 has tried independently of the League to place the world's
economic and financial system on a unified cooperative basis.

And hnally, the Intemational Chamber of Commerce is an institu-
tution that since 1920 has been holding every year non-governmental
but highly influential congresses of business men and technical experts
representing most of the leading commercial nations, The delegates
to these annual congresses discuss such topics ms reparations, inter-
allied debts, international credit, tariff regulations, customs formalities,
commercial arbitration, protection of inventions, transportation,
passports, unification of commercial terminclogy etc.

These are facts of cur own times. Ht is necessary to recognize that
this internationalism has acquired a momentum on account of the
cumulative technical and legal advance of the last three quarters of
a century. The League of Nations is indeed not the first of its kind

- but rather the last term in a series of positive institutions that have
helped forward the unification of the world in technique, economies

and law.

5 Compotition No Less Real Than Co-oporation

We have nothing to do here with idealistic schemes of world
federation, universal brotherhood or millennial peace. In all the econ-

7 Gignoux: L"Aprds-gusrre of la Politigus Commerciale (Paris, 1524), pp. 174-185;
Suiker : The Political Philosophies Sinca 1905 {(Madrss, 1928}, pp. 252.263.
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omic movements and institutions described above we have the objective
register of self-conscious will and creative intelligence trying by methods
of exact experimentation to find out the “‘least expensive’ and therefore
the “'most rational”” means of promoting the greatest amount of human
welfare and epply them to the different members of the commercial
warld.

World-economy, growing as it haa been techno-legally for, say, two
generations, is, then, nothing but a system of economic life in which
the forces of competition as well as of co-operation are perhaps equally
and at the same time in operation over the entire world or rather over
a considerable part of the world. In stead of being confined to the
village or the city or the country the businessmen’s field of activities
as buyers and sellers has spread, beause of the fiat of technocracy,
to every noock and comner of the two Hemispheres.

The markets for almost every class of goods have become world-
wide, the sources of supply for every class of goods have likewise be-
come world-wide. The cultivators raise their corn for the world-market,
the factory hands finish their goods for the world market too. Pro-
duction, distribution, exchange, financing as well 23 consumption are
not limited by the boundaries of castes, gilds, races or nations. Every
economic function of men and women has grown intemnational.

But this internationaliem is not necessarily less competitive or
more co-operative than the nationalism, urbanism, or ruralism of other
epochs. The only positive fact about the present state of things is
that it is possible for economic man to function on a much wider

platform than ever before.*

8 In Chatin-Ollier's estimation economic intemnationalism as embodied in free trade
implies enientez indusirielies and “‘mtionalization™ of the costa. of industry in Europs
and is more important than the League formula of “sthitration, security and dissms-
ment” (“L'Europe et le Protectionnisme”™ in Journal des Economistes, Paris, October
1928), The fres trade sspirstions of the Ligus du Libre-Echengs may be foliowsd
regularly in the pages of this Journal; cf. for example, Delaisi: “C'eet lo fechnicien
gui supprimera I domanier.™



CHAPTER Il

THE BOUNDARIES OF CUSTOMS-UNIONS

‘The socic-economic morphology of mankind as embodied in
world-economy may be said to have been initiated in the earlier stages
of the First Industrial Revolution, say, with the establishment of the
British Chambemns of Commerce in India. But the phase in which we
find it to-day should perhaps be described as the consequence of the
broad changes that came upon. the two Hemispheres during the period
from the opening of the Suez Canal in 1869 to that of the Panama
Canal in 1915,

While world-solidarity has been going on steadily in the domain
of technique and law social organization has advanced haltingly,—and
this not on lines of the world-state or hemispheroidal customs-union
but on those of racial affinity, political interest or geographical pro-
pinquity. Between the positive institution of national economy and
the technico-legal achievement of world-economy mankind has up sl
now succeeded in evolving only plans or projects, and very seldom
realities of super-national customs-unions. Should world-economy ever
grow into a profound political reality and the economic relations of
nations pass beyond the technocratically international stage of to-day,
these super-national customs-unions may perhaps some day have to
be described as “‘intermediate” developments en roule to the ultimate
consummation, But, for the presemt, these customs-unions are to be
regarded as the final products of human endeavour in the economic
concentration or unification of regions. It is still the veritable “national™
economy, albeit expanded, that has to attitudinize itself in regard to
the technico-legal internationalism in the economic and political affairs
of mankind,

1 Zollversins: Past and Present

The “'Continental System'™ {1806-07) established by Napoleon may
be regarded as the first custioms-union of modern times. The German
Zollverein, established in 1933, is, however, to be appraised as the
inspirer of later attempts at the theory and practice of economic
unification, consolidation or federalization.

De Molinari's scheme of Union douanidre de I'Europe Cenirale
was published in the Journal des Economistes (Paris) of February 1879.
His Middle-Ewropean Tarif Union would have comprised France,
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Belgium, Holland, Denmark, Germany, Austria-Hungary and Switzer-
land.?

In Schrollers Jahrbuch for 1885 Brentano adumbrated the project
of a Tanff Union of Germany with Austris-Hungary and the Balkan
states, He believed that the twentieth century would know only four
or five world-powers,—the US.A,, Great Britain, Russia and perhaps
China and France {should her colonial policy prove to be a success).
Germany's only salvation, if she were to remain a ‘great power,”
would be in the Union suggested above.? Wermert's® plan of a
Middle-European Tariff-Union, published in 1888, comprised Germany,
Austrin-Hungary, Switzerland, Denmark, Ialy, Holland and the
Balkans, but excluded France. The Union would be necessary, so
argued he, to counteract the growing competition of America, England
and Russia.

In 1888* an American Customslimion was proposed by the.
president of the U.S. It was ta have comprised all the states of the
two Americas. The plan succeeded only in bringing about some
reciprocal duty-reductions between the U.S.A., Brazil, ‘San Domingoe,
Costa. Rica etc.

An economic union between Germany and France, to which
eventually Belgiom, Switzerland, Holland, Awustria-Hungary and
possibly Italy and Spain might be attracted, was planned by De Leusse
in his Union douaniére agricole du cenire de IEurope (Paris 1890). It
was the scheme of an agricultural tariff-union for Central Europe.

A "System of Central-European Commercial Treaties™ . {System
der mitiel-europiiischen Handels-vertrdgen} came into force in 1891°
under the leadership of Germany. It comprised not only the Triple
Alliance {Germany, Austria-Hungary and [Italy), but Switzerland,
Belgium, Serbia, Rumania and Russia as well. It was established for
twelve years but was renewed and was functioning at the time of the
outbreak of the Great War in 1914,

Leroy-Beaulieu’s scheme of a Ewopean Federation published in
the Economiste Francais (September 1898} was to be based on the
nucleus of an alliance between France and Germany with the special
object of fighting American economic and political expansion in Europe
by proclaiming a ‘“Monroe Doctrine” for Europe.

1 Fisk: Continenta! . Opinion regarding n proposed Middle-European Tariff
Union {Baltimore 1902), p. 6.

2 Fik, p. 19

3 Published in Hirthe Annclen des Deutschen Reiches.

4 Palgrove : Diclionarg of Political Economy Vol. Ill {Lendon 1913}, p. 268

5 Handwirterbuch, Vol, V {1923}, p. 119,
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The name of plans like these was legion in pre-war years. The
post-war world knows likewise many such. The plan of a “‘Middle-
European Federation” seeks to bind South-Eastern Europe with
Germany on the basis of an exchange of raw materials, foodstuffs
and fodder with industrial finished goods under state control* A
Zollverein established between three industry-states, namely, Germany,
Austria and Czechoslovakia, would seek co-operation with the agni-
cultural countries of South-Eastern Europe on the basis of preferential
tanff in regerd to specified quotas. South-Eastern Europe would imply
for this plan the entire “agticultural block' from Hungary to Bulgaria,
comprising, of course, Jugoslavia and Rumania.

A modification; with enlargement, of this plan would include
Poland as well as the Baltic states in the scheme of preference to be
granted to the “‘agricultural block™ by the Zollversin of the industry-
states. The “Danubian Federation” would be a Zollverein of the
smaller states of the Danube Valley. There is the project of a Neo-
panslavonic federation. It is to be a Zollverein with Czechoslovakia
at the head. This customs-union would come into preferential relations
with the German-Austrian Union.

The transformation of the political Little Entente (Czechoslovakia,
~ Rumania and Jugoslavia) into an economic Zollverein is being attempt-

ed by local statesmen, especially under French inspiration. The *'Balkan
Federation’' would comprise six states, Albania, Bulgaria, Greece,
UJugoslavia, Rumania and Turkey. A system of reciprocal preference
between this Federation and the Geman-Austian Un‘on might be
established to bring about an expanded economic unit.

The problem of the enlargement of the economic region constituted
the first item among the discussions of the first Balkan Conference’
beld at Athens in 1930. According to the committee on economic
queetions the Balkan states constituted a geographic unity but had up

"to the present neglected to derive profit from this big advantage. A
rational organization of their production, consumption and exports was
considered to be a possibility. They discussed hkewise the plan of
a partial customs-union or economic eolidarity with a common
external trade policy.

For the pwposes of Realpolitik the plans discussed up til} now
may be ignored, But three schemes have matured since 1930 and are
Iikely to prove substantial in the near future. In the first place,
Austria’s Anschluss {union) with Germany became a reality in the

6 Ischboldin: Das Problem des wirtschaftlichen regionalen Zusammenschlusses
der innereurophischen Stastenwelt in Weltwirfachafiliches Archio for April 1932,
7 The Near East Year Book 193132 {London), p. 1037,
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economic -sphere in 1931 although in the political field it is stll but an
ideal. In 1933, the anti-Hitler activities of the Austrian Government,
under Dollfuss, however, created a new situation. Secondly, the
economic pact between Holland and Belgium with Luxemburg entered
into in July 1932 is one of the most recent umions of our times. And
finally, the triangular economic pact {932} between Austria, Hungary
and ltaly has led to the establishment of an expanded unit in Southern
Ewope.

In the background of all these unionizing sattempts, projects or
theories bearing on diverse regions of Europe have to be seen the plans
or ideals embracing the entire European continent {Pan-Europa) such ae
became popular during the last years of Briand's public life {1929-32).
More radical and comprehensive in economico-political idealism than
Briand's project is that associated with the name of Coudenove Kalergi
who conceives the world-morphology as an organization of five limbe:
{1} Paneuropa, (2) Panamerica, {3} Eastern Asia, (4) Russia, (5} British
Empire. This Paneuropa excludes Russia and the British Empire, on
the one hand, but includes the African and other possessions of the
non-British European (French, Dutch etc.) colonial powers. Coudenove
Kalergi's Eastern Asia, be it observed en passant, is the Chinese.
Japanese complex,*

The idea of the United States of Europe, of a Federalized Europe
with national independence for all her peoples can be traced back to
the pamphlet of St. Simon published in 1814,

2 Imperial Preference: French

Beyond the realm of echemes, dreams and researches have passed
the activities of France in regard to her coloniea. There is the solid
reality of a customs-union on inter-continental dimensions embodied
in the French Empire.

The Act of April 1928 conferred special privileges on French
products in regard to their import into Indo-China. On the other
hand, it is a traditional fact in the tarif policy of France that Indo-
China and other colonies enjoy on the French market all the benefits
of protection enjoyed by French goods. This reciprocity® of preference
or mutuslity of concessions has led to euch rigid solidarity between
France and Indo-China that until recently no commercial agreements
or treaties were concluded in regard to Indo-China between France,

8 Woytineky : Tatsochen ond Zahlen Europas {Paneuropa Verlag, Vienna—

Leipzig—Paris, 1930), pp. 7-21; and Die Vercinigten Sicaten von Europa (Beslin
1926).

9 De La Brosse ; “Indo.Chine” in Journai du Commerce {Paris}, 30 March, 1933.
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on the one hand, and China or Japan, on the other. And because of
this absence of commercial treaties with her neighbours Indo-China
was not in s position to import some of the daily requirements of life
not produced at home from China or Japan on favourable terms,—even
in regard to those goods which could not be supplied by France herself.

It is interesting to observe that while France, ag a rule, applies the
“minimum, tarnff’’ in regard to imports, leaving the “‘general” or maxi-
mum tanff to be used in emergency for purposes of reprisal against
vnfriendly pations, Indo-China’s normal tariff vis-3-vis China and Japan
is the mazimum one. Indo-China's exports of rice to China and Japan
have therefore diminished in large proportions on account of retaliation.

‘The situation is being remedied to a certain extent. By the Franco-
Japanese convention of August 1932 the minerals and metals of Indo-
China have obtained some duty reductions for import into Japan, while
Japanese goods can enter Indo-China’s markets at lower than the maxi-
mum rates. Later in the year a scheme of a general character more
or less on these lines was approved by the French Govern-
ment with the object of facilitating the entry of some Asian commodities
into Indo-China. But Imperial preference on reciprocal basis
continues to be the foundation of French world-economy, inspite of
this recent tendency to enable Indo-China to trade with her neighbours
somewhat more freely,

Likewise  with Tunis’® was established in 1928 an nréon douanidre
{a customs-union) on the basis of mutual concessions. In 193] out of
a total import valued at 1,800,000,000 francs Tunie cbtained from
France and Algeria goods worth 1,500,000,000 francs. Her exports
to “Metropolis’” {France} and Algeria constituted 75 per cent of her
total exports. Preference weas accorded to the products of French
colonies in 1930.2* Foreign goods of the same categories were sub-
jected to a slight tax in order to assure this privilege,

In 1932 Algeria bought of French goods twice as much as Germany.
As maockets for France the United States are not more importent than
Morocco or Indo-China. The “'Imperial Economic Conference' pro-
jected by the French Premier M. Daladier is to regulate some of the
acute problems of long standing that have marked the trade relations
between France and her colonies or between the French colonies them-
selves.”*. For instance, there is the conflict of interest between the

10 Barrionlet : “Tunisie” in Joarnal du Commerce, 30 March, 1933,

11 Reynaud: “Aa Sein de "Empire francals il jout que lea dchanges ss traduisent
par des benefices recipreques’”” in Journel da Commerce (Paris) 36 March, 1933

12 Roux-Freissineng: “Les échanges avec les colomies doivent compenser leo
effects du protechionnisms géndral in Journal du Commerce, 30 March 1933.
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wine growers of Central France and those of Algeria. It should be
observed incidentally that the wine-growers of Algeria are not Algerians
but men and women of French nationality and embody French capital
investments of half a century. Then there is the contest over tobacco.
Indo-China and Madagascar are here ranged agauinst Algeria. On the
other hand, the inconveniences created by the tariff walls of nations
in regard to the foreign trade of France are likely to be remedied or
counteracted by the intensification of commerce between the “Metro-
pole’ (France} and the Colonies. The “‘reciprocal favourisation of
production and industries” is a great object in view. The establish-
ment of “complementary™ industries in the colonies and their technical
development as regards ports, roads, railways, etc. can come also into
consideration as a matter of course,

Is the “harmony of national economies™ hkely to result from the
World-Economic Conference? asks ex-premier M. Steeg in the
Journal du Commerce {Paris) for 30 March 1933, ““While waiting for
the result,’”’ says he, “let us try to organize for ourselves as best as we
can the equilibriom of our production and our requirements.”” Accord-
ing to Steeg, the French colonies have faithfully associated themselves
with the economic policy of France. They are claiming to-day that
the “"Metropolis’’ should accord to them the security for tomorrow and
that the regime of contingents or quotas be organized on a more
extensive and stable foundation. The more concessions the colonies
enjoy in the metropolitan market, the more spontaneously will the
colonial markets open their doors to the products of French industry.
The “almost closed economy™ engendered by the growing protec-
tionism of other nations can be combated by such inter-imperial
reciprocal treatment.

The total foreign trade of the French colonies, protectorstes and
mandated territories was valued at 24,000,000,000 francs in 193]
(22,000,000,000 francs in 1930). The share of the Metropolis was
some 14 milliards in 1931 as follows: imports from France, 8%
milliards, and exports to France, nearly 6 milliards, There was a
margin of some 6 milliards imported by the French Colonial Empire
from foreign countries. Without pretending to reserve to the Metropolis
the whole of this margin French statesmen believe that it should be
possible by adequate tarif changes to expand the Metropolitan markets

in the colonies,

13 Steeg: Ewmayons d'organiser cher nousmémes Pequilibre de nos produits o
de nos besoing in Jourmel du Comm_em, 30 March 1933,

4
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3 Imperial Preference: British

- lt'is only when one orients oneself to the ideclogies and realities of
tanff in the world's economic milfeu that one can properly understand
the changes in and the phases of British tariff policy as well as of the
‘teansformation going on in India’s tariff structure. An important land-
mark in the tariff thought and practice of the British people is furnished
by the establishment of the Royal Colonial Institute in 1668 as an em-
bodiment of economic imperialism. By 1880 the “‘fair trade” ({protec-
tionist} movement declared itself formally in a League as a force
miliating against the free trade policy triumphant since 1842.

In Lord Fanrer's Free Trade versus Fair Trade,* first published by
the Cobden Club in 1881, and described later by Vince in his pamphlet
advocating Chamberlain’s proposals for protection as “‘the most elabo-
rate statistica] defence of free importe,” we have the following emphatic
pronouncement: “‘There is little to be done by legislation or treaty to
bring us into closer commercial relations with the colonies™. It was
categorically declared that the British Government could do little or
nothing o extend colonial trade. ‘"Nay, -all that ‘fair traders’ or pro-
tectionists urged as to the duty of Governments in providing markets
for their people really implied, according to Farrer and his school, that
Governments were to check and prevent trade uhder pretence of guid-
ing it. Such a course, they believed, was more likely to weaken than
to strengthen the political connections of the different parts of the
Empire.” -7

But preferential tarif was a popular topic in the inter-colonial
conferences of 1887, 1894 and 1897. The first Act to grant preference
to British manufactures was passed in Canada in 1897. The idea was
taken up in a resolution by the Conference of colonial premiers held in
London in July 1902 and became the central theme of Joseph
Chamberlain’s speech at Birmingham on May 15,1903. His theors of
Imperial Union and Teriff Reform failed to win national approval in
the general parliamentary election of 1906. But Acts more or lesa on
the Canadian mode) were passed in New Zealand, South Africa and
Australia. At the Colonial Conference of 1907 the resolution of 1902
was repeated by the representatives of the Colonies but failed to secure
the support of the British Government.™

The idea of protection bégan to become popular in administrative
circles during the period of the Brussels Conference (189798} when the
U.K. felt the necessity of protecting West Indies cane-sugar against

14 Edidon of 1904, pp. 131132,
15 Palgrave : Dictionary of Political Economy Vol. 1l {London 1913}, p. 792
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bounty-fed beet-sugar. - The duty of 1902 imposed on imported com
dwring the South African War was still but a war-measure not yet assi-
milated to the tarif mentality of the British people. Chamberlain’s
campaign for protection {[903-06). against Continenta] dumping failed,
as we have seen, during the general election.

The first big dose of protection was administered by the McKenna
duties on clocks, watches and motor cars during 1914-18. It was pre-
ferential also. Preference and protection were bom together in the
milieu of the Great War. Down to 1919 the UK. had a forbidden kst
of 170 articles.!®

Prohibition was in that year replaced by a regime of license and
special permission but continued in regard to 17 goods comprising all
chemicals, glass and optical instruments, scientific apparatus etc. A
Dyestuffs Advisory Licensing Committee was established in 1920 to
supervise and sanction the import of synthetic dyes, colours and inter~
mediates, The Safeguarding of Industries Act {1921), directed against
depreciated currencies, dumping ete., was kkewise protective-cum-pre-
ferential in the interest of “key industries.”” The McKenna duties
were renewed in 1925 when by the Finance Act preference was a'so
enacted on an enlarged scale.

In November 193] preferential-protective duties were imposed for
six months on “abnormal” imports. The next month agricultural
articles of luxury (fruits etc.), were brought under the same regime for
twelve months. Finally came the all-embracing Import Duties Act of
1932 which imposed [0 per cent on all articles that had escaped the
carlier tariffs.

The difference between Joseph Chamberlain’s schemes at the
beginning of the century and those of the “"Empire Crusaders’ of today
is profound.!” Chamberlain wanted a tax on all imported food with
rebates to the Dominions in return for preferences to British manufac-
tures. But the present arrangement has rendered the import of focd
from the Empire absolutely free, and at the same time placed a duty
on non- Empire wheat and meat in return for the free entry of British
goods into the Empire countries.

The British Empire, as commercially reconstructed by the Ottawa
Agreement and the Imperial Preference Acts, has become almost a
Deutscher Zollverein {1834-71)** of hemispheroidal dimensions., To use
the language of Lord Beaverbrock as employved whii; ‘describing in 1929

16 Probldmes du Chomage an 1931 {Gendve) p. 144,
17 Beaverbrook : Empire Free Trede {London 1929, pp. 6, 15,
18 Plaut: Dentscher Haondelapolitik {Berlin 1923}, pp. 3638,
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the policy of Empire Crusaders, the Empire is now functioning as a aingle
economic group and trade between the various parts is to suffer no restric-
tions. The interests of this group are being conserved by a tariff wall
against the rest of the world. Within this group the economic inter-

ests of the parts are tending to be strengthened by a policy of agree-
ments, quotas and compensations.



Chapter iV
THE TARIFF STRUCTURE OF INDIA

The beginnings of a fundamental revolution in the commercial
policy in India are to be noted in the tariff legislation of the war period
{1914.18}. During the nineteenth century and the first decade and half
of the twentieth the only customs on imported goods that were levied
by the Government of India were exchuively for revenue purposes,
and their rates were very low, generally 5 per cent (1858, 1875, 1894)
and temporarily 10 per cent (1859) or 715 per cent {1864).) This sort
of free trade was the exact opposite of the tariff trend in Great Britain
previous to {842 and on the European continent, where excluding the
brief “free trade’ epoch of 1860-1870 (Napoleon lil., Cobden-Chevalier
Treaty), the commercial policies were almost universally “protective™,
as we have seen above,

As a rule, foreign goods entered India free of any customs duty
whatsoever. The Act of 1882 which swept off virtually all the duties
that existed, although quite modest, and categorically imposed “‘free
trade” on the country is the most conspicuous example of traditional
customs legislation enacted in India. And India adopted free
trade law almost at the time when free trade was definitely abolished
in Germany by Bismarck (1880), and the protectionist *‘fair trade’’ move-
ment was becoming vocal in the United Kingdom.

The tariff structure of India in those days was characterised b}'
export duties levied virtually on all articles at a low rate, namely, 3 per
cent ad valorem. The trend in this line has consisted in the gradual
reduction of the list of dutiable goods. By 1875 only indigo, lac and rice
were left to be taxed. The Free Trade Act of 1882 removed the first
two leaving rice as the oniy comoéﬁy to be taxed for export about
1914,

It was in 1917 that for the first time in India the principle of
“protection”’ was embodied in the law which raised the duty on im-
ported cotton goods from 314 to 7152 per cent, the general rate, but

1 Report of the Indian Fiscal Commimion 192122 {Simls), pp. 10-15: Review
of tha Trode of India 1931-32 {Calcutta), p. 254; 1932.33, pp. 2023, 246-269 (Paxt |
Articles free of duty, Part VI, Articles lisble to protective duty, Parta VI and X,
Articlea linble to preferential duty). See also Tarif Preferences spplicable to Indian
goods on importation inte the Non-Seif-governing Colonies and Protectorates (Sup;;ie-
ment to the Indien Trede Journal (Calcutta November 23, 1933},
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kept the “countervailing excise duty’” on Indian manufactures at the old
rate, namely, 3%, per cent. The excise remained the same even when
the gerneral import duty was further raised to I]| per cent in 1921, This
policy of favouring the Swadeshi, i.e., homemade goods was observed
in another region too, although in a round-about manner, In order
to foster and protect the tanning industry of India an “export”
duty of 10 per cent on hides and skins was imposed in 1919. It need be
remarked that “Imperial Preference’ consisting in a *'rebate”” of 2/3 zds.
was attached to this protection exactly at the time when it became
positive law in Great Britain. .

These laws of 1917-2] were but symptoms of a radical transforma-
tion in Great Britain'e attitude in regard to the industries of India en-
gendered as a result of the war experience. In 1921 *'fiscal autonomy,”
whatever it might factually imply, was conceded by the British Secretary
of State for India. The Indianw Fiscal Commission (192122} recom-
mended a system of “discriminating protection’’, and the Indian Tanff
Board was appointed {(1922) to give effect to the proposals for protective
duties,

. Since then the protective system has been being developed along
two main lines. In the first place, the Steel Industry Protection Act of
1924 levied duties amounting to nearly 33 1/3% on importe and con-
ferred bounties on the Tata Co. The Act was renewed in 1927 and
1928 for a period of seven years.. The bounties were aholished (1927),
but in addition to the “basic duties’” which were considered to be mini-
mum and which were levied on British as well on non-British goods
{American, German, Belgian alike), the Ilatter were burdened with
some extra-duties. This is the second instance of “Imperial Preference”™
during the Rrst years of protective tariff in India. The system was to re-
main in force until 1934, It is being reconsidered at the present moment.

Laws ‘‘protecting’ several other Indian industries have Lkewise
been passed since the establishment of the Tarif Board in the form
of duties on imported manufactures, We have to mention the pro-
tection of bamboo paper industry (1925, 1927), the duties on camel
hair, cotton, and canvas beltings for machinery (1928), the protection
of tea chest industry (1928), the Match Industry Protection Act (1928),
and the duties on rubberinsulated copper wires and cables {1929), on
printing types {1929), and on sugar {1932).

Last but not least has to be mentioned the abolition of the “counter-
vailing cotton excise duty’™ (1926}, which had been a burden on the
Indian mills since 1894. :

Finelly, there is the big dose of protection to the cotton textile
industry accorded by the Act of 1930, which, besides, embodies
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“Imperial Preference’” as against Japanese competition. Protection
in India happened for the third time to be associated with preference
previous to the Ottawa Agreement of 1932. In India as in the United
Kingdom protection, and preference have been known to be twins.

The duty on the export of rice is still on the tariff. Among the
post-war additions to the export tariff are raw hides and skine, raw
jute and jute manufactures,

The second main feature of the protective system is to be seen
in the reduction or removal of the import duties on raw materials such
as are needed by the industries of India. In 1924 the duty on sulphw
was abolished and in 1927 that on unwrought zinc.

This principle of the removal or reduction of quties on certain
foreign imports is almost universal in regard to machineries and mill-
works. The freelist includes not only agricultural machinery and
implements but printing machines as well (1927). Altogether, the goal
of industrialization as well as technical and engineering equipment of
the country has been steadily kept before the mind's eye of customs
politicians. India finds herself to-day .in the protectionist currents
such as have been swaying the entire post-war world including Great
Britain, efforts of the League of Nations for ‘‘tsniff truce’ notwith-
standing. Be it noted, further, that early in 1932 even the rates of
non-protective duties in certain instances rose as high as 20% and 30%.
During the course of the year a surcharge of 25 per cent was imposed
on all customs duties exceeding 25 per cent ad valorem: The
situation on the eve of the passing of the Act supporting the Ottawa
Agreement in described later. :

The profoundly radical commercial policy of post-war India has
not failed to revolutionize the public finance -of the country.! In
1921-22 the net-revenue from customs both on imports and exports
amounted to Rs. 344,098,381 in a total Imperial revenue of
Re. 11,152,150,317. In 1929-30 the contributions of customs to the
revenues of the state amounted to Rs. 512,766,229 {total Imperial
revenue Rs. 1,326,855,102), a sum which just came up to 75 per cent
of the German revenue from custoins in 1929. From 147 per cent
of Imperial revenue in 1913-14 the Indian customs rose to 29-8 per
cent in 1921-22 and to 387 per cent in 1929-30,

And it is interesting to observe that during the fscal vear
(1924-25), the first year of formal protection, the “protective” duties

2 Statistical Absiract for British India 1920-21 to 1929-30 {Calcutta 1932 pp. 122,
212213, 214-215; Finanzen und Stewern im In und Amband {Berlin 1930}, p. 453,
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amounted to Re. 22,577,194, This made up 49 per cent only of the
tota) import duties, Rs. 457,531,516, most of which were thus duties
for “revenue.” The proportion was 51 per cent in 1929-30 when the
import duties, both for revenue and protection, amounted fo
Rs. 512,766,229 while the protective duties alone accounted for
Rs. 26,488,348. From the standpoint of public finance protection is
but a second fiddle in the revenue from import duties of India. But
as a force in the economic life and commercial system of the people
it is tending to reproduce in India, although perhaps on a relatively
small scale, the conditions of industrial revolution in England previous
to 1842 and in France, Germany and haly during the second half of
the nineteenth century.

In other words, at a ime when the world iz witnessing what may
be called a “‘second industrial revolution”™ in some of the advanced
countries of Europe and America, India is passing through the earlier
or perhaps intermediate and to s certain extent final phases of the
*first industrial revolution.” In commercial policy as in other items
of economic structure the Indian people finds itsef to-day about a
generation and a half or two generations behind the industrial '‘great
powers.”

The United Kingdom was opposed to preference in 1907 but in
1919 went over to the system granting preferential rates to the entire
Empire. It was thus that Indian tea, tobacco and coffee, for instance,
came to enjoy British preference. The British Finance Act of 1925
placed the preferential system on a wider basis. By 193] India was
enjoying preference on coffes, fruits [dried or otherwise preserved),
silk and tobacco. The preference on tea had been dropped in 1929
but was restored in April, 1932. India likewise used to enjoy prefer-
ence in Canada and New Zealand previous to the Ottawa Conference.
The preferences enjoyed by India in parts of Northern Rhodesia and
Fiji are also mentiomable.?

By the Citawa agreement {1932} India not only accepted all the
preferences but slso undertook to reciprocate. Reciprocal prefer-
ence is a radically new feature in the Indian tariff structure. For Great
Britain the tariff revolution has brought in preference in addition to
protection. .

In India, on the other hand, the Ottawa tarif embodies only
preference but no protection.* We have thus a revival of the old

3 Gazelto of Indic Extroordinarg, Oct. 13, 1952, pp. 339, 357.

4 For the latest tariff amendments see Sarksr: "Indien Export, Price and
Exchange Movements en the Eve of Recovery {with referencs to Economic Structure
and Economic Planning)” in the Fingneial Times {Calcutta), January-April 1934.
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system of preference which prevailed in Indim from 1835 to 1859.
During this period the duty on non-Brtish goods was 100 per cent
more than that on British goods, the latter as a rule not exceeding 5
per cent, as we have seen above. At that time, be it observed further,
there was preference but no protection in the Indian tariff,



Chapter V
THE EMPIRE-ECONCGMY DF THE BRITISH COMMONWEALTH

1 iIndia vis-a-vis U. K., Dominions and Colonies

The British Import Duties Act of February, 1932 throws into bold
relief the peculiar constitutional position of India in the fourlimbed
British Empire. It beacme perfectly clear that, economically speaking,
the orientations of Indian commerce to the Empire were threefold.
First and foremost came natwally the relations of India vis-d-vis the
the United Kingdom. The general protective and fiscal tariff of 10
per cent imposed by the United Kingdom affected India as much as
the Dominions and the foreign countries but not the “non-self-govern-
ing Colonies’”. Down to November 13, 1932 the pre-tariff i.e. free trade
regime would have prevailed but after that India was to be discriminat-
ed against unless she cared to grant preference to the United Kingdom,
i.e., discriminate against the non-Empire countries,

The second complex had bearing on India vis-2-vis the Dominione.
From November 15 on the Dominions were to be"as much discriminated
against as India by the United Kingdom. The relations between India
and the Dominions were not regulated by the Import Duties Act and
were indeed left to be decided by themselves. Should one or other
of the Dominions or all of them combined have decided to grant
preference to the United Kingdom in regard to imports they would
bave begun to enjoy the preference in the United Kingdom. In that
eventuality, after November 1932 India would have had perpetuaily to
compete on unfavourable terms not only with the non-self-governing
Colonies but also with the Dominions, for instance, in the export of
wheat, barley, tobacco, hardwoods, lead, zinc etc. This isolation of
commercial India on the British market would have placed her on the
same footing vis-d-vis the United Kingdom as any foreign country.

Thirdly, came the non-self-governing Colonies. These were
granted preference by the very Act not only for the few months down
to November but unconditionally for the entire regime. They were
therefore enabled automatically to compete, first, with the Dominions,
and, secondly, with India on easier terms. Both India and the
Dominions were presented with a fait accompli in tariff-strategy. Those
parts of the British Empire including India that delivered goods to the
United Kingdom more or less identical with or similar to those supplied
bythe Colonies, for instance, tea, oi] seeds, spices, coir, raw goat skins, -
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-ete, were forced therefore to think thrice before venturing to ignore
‘or remain indifferent to the facilities of preference on the British market
such as might be enjoyed by themselves also, provided they were
prepared to grant preference to the United Kingdom.

It might be reasonably suspected that these Colonies would expand
their exports to the United Kingdom at the cost of India and the
Dominions. And since they enjoyed the financial backing of the
United Kingdom Treasury they might steal a march on India and the
Dominions not only in regard to the export of agricultural produce but
to that of half.fnished or semi-manufactured goods also. The chances
of the Colonies gettng industrialized with British capital were not too
slight to be left out of consideration either by the Dominions or by India.

At this stage it is worth while to get an idea of the Colonies and
appreciate their diference from the Dominions in political status. For
a long time in British constitutional theory or practice and in common:
parlance the distinction was unknown. From 1854 1o 1925 the British
constitutional law knew only the Secretary of State for the Colonies.
The “‘self-governing Dominions’” were separated from the Colonies in
the latter year and placed under a separste Secretary, that for the
Dominions. It is since 1925 that the importance of the Colonies as an
independent category in political, economic and Bnancial matters has
been growing in British and world thought.

2 The Dominions under the Otfawa Agreement

The Dominions, as is well-known, are Canada, Australia, New
Zealand, South Africa and Newfoundland. Southern Rhodesia is a
“self-governing Colony’” with government “‘responsible to the people,”
subject to certain reservations in regard to ‘natives.”” Like the
Dominions and the Irish Free State it is administered by the Secretary
of State for the Dominions and not by the Colonial Secretary.

In 1932 India’s exports enjoyed preference in Canada, New Zealand,
{rish Free State and Southern Rhodesia. But the imports from these
Dominions did not enjoy any preference in India.* The tariff policy of
India in regard to the Dominions had not yet been established on
the basis of reciprocity.

The Ottawa Agreement affected 215 out of some 800 items on
the Canadian Tarff* In 79 cases British goods were declared duty-

i Gazetie, p. 370.

2 The Economist, London, Oct. 15, 1932; Barck: "Dis Indusirialiderung der
Briticchen Dominions und die Rickwirkung auf ihre weltwirtschaftliche Stellung™ in
W. 4, {Jens) for April 1932, ‘
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free, and in 53 cases the duty on British goods was lowered, while in
83 cases the duties on non-British goods were raised while those on
British remained unchenged.

Some of the new rates may be exhibited below :—

Goods ' Cenenl On British Goods

I. Woven &bziuaim_ 32} per cent

yarns of counts 100 or more  plus 4 cents )

' per 15, free

2, Woven cotton fabrica 32} per cent

with cut pile pins 4 centa

per b, 15 per cent

3. Woollen yams and warps 20 per cent {0 per cent

imported For further plus 17} cents plus 7} centa

manufectare per 15, per b,
4, Blankets 25 per cent Free
5. Linen thread 25-35 per cent free
6, Ceal 50 cents per ton free
7. Table knives »

and forks 35 per cent 15 per cent
8. Pon-knives 30 pex cont free
9. Steel.insot!. blooms ete,

not made in Canada and

further manufacture $ 3 per ton free
0. Belting leather 27} per cent 12} per cent
11, Cocoanut butter 3 cents pez Ih. Fres
12. Teblewats of China 35 per cent fres
13. Prnting iak 25 per cent 12} pex cent
1. Laundry Scep St*ﬁﬂwmhl 060 centy per cental

The rearrangement of tariff in Australia was to take place, generally
speaking, in accordance with a formula beoring on the range of
preference. The following table indicates the differential treatment
poposed to be accorded to British goods:

Puty on PBritish goods General Duty

1. fres to 19 per cent 15 to 34 per cent

2. 9 to 29 per cent 36} to 46} per cemt

3, Cver 29 por cent Over 49 pey cent
up o 75 per ceni
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In regard to certain goods, .., plate glass, velvets, etc. the exist-
ing preference rate was to be retained. For certain other goods the
margin of preference was fixed as follows:—-

- 1. [ron and Steel tabes ov pipes: : 12} per cent
2. Linstype and printing fonchines: 20 per cent
3. Trmction Esginea: - 124 pex ceat.
4, Vacoum cleaners: 20 per eent

The margin of preference for British goods mightbereduwd in the
case of the following articles to the extent indicated :—

1. Sk piecegoods : 2; per cent
2. Lace, embroidery ete. ' 5° "
3, Clothes: -5 "

© 4 Cuotery: 5 -
5. Glassware and Lampse: 5 .
6, Faocy goods: 5 »

New Zealand abolished the existing surtax of some 5 per cent
on British goods. No reduction was made in the existing margin
of preference except in the case of those goode on which the margin
is higher than 20 per cent. This is the maximum margin allowed
under the new regulations,

In South Africa new or increased preferences were to be given to
British locomotives, tractors, typewriters, machinery, electrical batteries,
soap, radic apparatus and vacuum cleaners. New duties were to be
imposed on certain foreign taxtiles. The existing margin of preference
in favour of British manufactures was not to be lowered.

The margin of prefrsemq for Brtish goods in Southermn Rhodesia
was to be as follows :—

1. Electrical material 10 per cent
2. Batteries, typewritess, radios '

and glasewere 5 .
3. Cutlery o,

The existing rates on British imports were not to be reduced.
In Newfoundland the general margin of preference was to he 10

per cent. But should this involve loss of revenue the margin m:ghi be
lowered.

8 Reciprocity Between India and The Colonies .

The “‘non-self-governing Colonies’" are administered by the
Colonial Secretary. Together with protectorates they are 39 in number
and may be distributed in five groups from the standpoint of the degree
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-of self-government.? At the top, constitutionally considered, are three
Colonies,—Bahamas, Barbados and Bermuda,—in which the Assembly
is “elected’’ but the Legislative Council nominated. To the second group
belong British Guiana, Ceylon and Cyprus,—three Colonies in which
the Legislative Council is partly nominated and partly elected but in
which the officiels are not in the majority.

Then come Fiji, Jamaica, Kenya, Trinidad, etc., & group of twelve,
4in which the Legislative Council is likewise elected in part but in
which, as constrasted with the previous group, the officials constitute
the majority. Nine Colonies ke Hongkong, Uganda Protectorate,
Northern Rhodesia etc. have no election for the Legislative Councils
which are entirely nominated. Finally, there ia & group of ten without
any Legislative Council. Some of these are Wei-hei-wei, Basutaland,
Bechuanaland, Swaziland etc.

For the first time, in 1928 the Colonial Conference met in London as
an institution distinet from the Imperial Conference. As Mr. L. 5.
Amery, Secretary for the Colonies observed, “‘the conception of the
Colonial Empire as an enfity of its own‘—ean important constituted
clement in & wider framework of the British Empire with characteris-
tics and problema differentiating it, on the one hand, from the common-
wealth of equal, selfgoveming nations and, on"the other hand, from
the great Empire of India—was one which was only gradually dawn-
ing upon the mind of the general public.””

The Colonies cover 2,000,000 square miles and are inhabited by
nearly 50,000,000 people. The combined annual trade is valued at
£500,000,000 with a‘tendency to double itself every few years. ‘

The amount was hardly less than the entire sea-borne trade of
India during 1928-29, namely, Rs. 6,461,900,000. In other words, the
Colonies, although rarely talked of_ip India, are as valuable in world-
commerce and therefare in the estimation of the UK., as India herself.

Of the East African territories,® Kenya and Nyasaland are the

3 Ths Dominions Dffice and Colonial Office List, London 1928, Soe also Taniff
Preference spplicable to Indisn Goods on Importation intc the Non-Self-Governing
Colonies and Protectorated  (Supplement to the Indien Trade Journal (Calentta, Now.
23, W33 )

4 "The Economics of the New Colonialism™ in the Journel of the Bengal National
Chamber of Commerce for June 1928,

5 The Ajrican Comrade on “Empire Cotton Possibilities™ in the Joomal of the
Bengal National Chamber of Commerce, December 1927. For the commercial and
general economic conditions of Kenya and Ugands, Zanzibar, and Tanganyika see
Trade Misnion to the Neer East end Ajrics (Calcutta 1928}, pp. 137-191. :
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mbost favoured agriculturally. The greatest mineral prospects are held
out by Tanganyika and Northern Rhodesia. Cotton growing and pro-
duction of cloves constitute the forte of Uganda and Zanzibar, Accord-
ing to the African Comrade (Dar-es Salaam, Tanganyika) the “‘pro-
gress made in British East Africa during the past few years is astonish-
ing. British administration and enterprise are at the heginning of a
work, which, when completed, may well prove to have been no less
ably carried ouwt than in other Dominions in the past.’”” Experiments
in Sudan have indicated that cotton can be grown here in perfection.

The following exports to India from the Colenial Empire are to
enjoy, according to the Agreement, a preference of 10 per cent ad
valorem: asphalt, besswax, soda ash, gum arabic, cutch, cinnamon
oil, coconuts, copra, coir yam, coir mats, dry fish, vegetables, unmanu-
factured ivory, vanilla beans etc. Certain goods are ta enjoy 7V4 per
cent per ad valorem, namely, betelnuts and unground spices. Then; -
there are preferences at specific rates, e.g. Rs. 3-12.0 per gallon on
bitters, one aona per Ib. on coffee, Rs. 3-12.0 per proof gallon, two
annas per lb. on tea, and rates to be subsequently determined on un-
manufactured tobacco.

While exporting to Ceylon India will enjoy preference of not: less
than [0 per cent ad valorem on the following goods: Cotton piece
goods, cotton yarn, fresh fruits and vegetables, dried, salted and pre-
served fruits and and vegetables, big lead (but not lead sheels, tea
lead or foil), iron and steel, teak and other hardwoods, perfumery,
coriander seed, beans, apparel, boots and shoes, woollen carpets and .
rugs. There are certain specific rates also, for instance, tea at the rate
of 12V5 cents per lb, coffee, raw, roasted or ground, at the rate of 6
cents per lb, and tobacco manufactures at rates to be subsequently
determined.

India’s exports to some of the states of Malaya are to enjoy pre-
ference at the rate of 2 cents per !b in regard to groundnut oil and
gingelly oil. The ad valorem duty of 10 per cent is to be enjoyed by
the following articles: tanned hides and skins, brass, bronze, brassware
and bronzeware, copper and copper ware, parafin wax, perfumery,
groundnuts, cotton piecegoods, and fishmaws and sharkfins.

Certain Colonies are by treaties or conventions prevented from
granting preference to the U. K., for instance, the Gold Coast and
Nigeria by the Anglo-French convention of 1898, and Kenya, Uganda,
Tanganyika, Zanzibar, Nyasaland and part of Northern Rhodesia by
the Convention of St. Germain [919.

In certain Colonies preference has for some time been enjoyed
by India as by the U.K. and other parts of the British Empire. These
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are the West Indies, Fiji, Gibraltar, Cyprus, as well as parts of Africa,
for instance, Gambia, the Somaliland Protectorate and that part of
Northern Rhodesia f0 which the Convenhon of 5t. Germain is not
applicable.

All this preference, whatever be the worth,. might have dropped
had India chosen to decline granting preference from her side. But
India’s decision to reciprocate has left with her the secure enjoyment
of the previous privileges,

So far as the Colonies are concerned, there are virtually only two
regions in regard to which an agreement had to be made afresh from
the Indian side. Thesg are Ceylon and the Malaya States. As
for the others there were, first, those states that are bound by inber-
national treaty. Vis-d-vis these regions India could only offer preference
in regard to imports therefrom but not enjoy any, in regard to exports
thereto. Then there were the others in regard to which India had only
to reciprocate in order to keep in tact the preferences of long standing
extended to her by them.

In regard to those goads in which the UK, is to receive ptefez-
ences from India, viz. the manufactured articles, the Colonial Empire
also iz to get them.® But the Colonial Empire is mainly agriclultural
and -does not possess as yet much that is comparable to the manufac-
tures expected by the U.K.

On the other hand, India is fo enjoy preference in the Colonial
Empire in regard to all those goods for which the UK. is %o enjoy it,
i.e. in regard to manufactures and semi-manufactures. The export of
India's manufactured articles to the Colonies gets therefore a fllip.
The reciprocal preference bids thus to promote the industrialization of
India by fumishing larger and expanding extra-Indian markets.
Naturally, the present-day depression also is likely to be counteracted
fo a cerlzin extent.

4 Empire-Economy in World-Economy and Indian Econemy.

The. value of the British Empire-economy in the world-economy
can be seen in a nutshell in the following table giving the imports and
exports of the total British Empire from 1927 to 192%* {in million dollars) :

Year Impazts Esports . Total
1927 10,228 8,780 19,008,
1928 16,132 8954 19,086
1929 10,646 8,755 19.239

& Gazetle pp. 358. 335, 396, 405.
7 Memorandum on International Trade Vol. 1. (Geneva 1930}, pp. 20, 22; World
Economic Survey 1932-33 {Cepova 1933), pp. 266-288.
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The Empire “proper’” (i.e. the complex of Dominions, Colonies,
and India, lying as they do outside the U.K.,) was responsible for the
following figures (in million dollars) which should be read in the above
perspective 1—

Year Imports Exports Total
1927 4,697 5329 10,226
1928 48% 5433 10,332
1929 5453 5,225 1,278

The exports and imports of India alone are being placed here for
proper orientation (in million dollars):

Year Imports . Exporia Total
1927 906 1162 2,068
1928 912 . 1.207 2,119
1929 914 L177. 2,091

The entire French Empire {France with colonies, protectorates,
mandated territories) is responsible for the following figures (in million
dollara) : ‘

Year Imports Exports Total
1927 2,708 2,655 5,363
1928 2,765 2,568 5,331
1929 3.026 2,511 5531

In 1929 the tot=) trade of the entire Fremch Empire was 519 per
cent of that of the British Dominions, Colonies and India. and 277 per
cent of that of the British Empire. The total statistically recorded
exporty and imports of the entire world from 1927 to 1929 are given
below (in million dollars):

Year Iports Exports Total
1927 33.764 31,378 65,142
1928 34,639 3249 67.138
1929 35,343 32.742 68,085

It is evident that the British “'Empire proper™ ig shightly higher in
value than the UK. itself. Its command over the world-trade exhibits
likewise a higher coefficient than that of the U.S.A, Nay, the total ex-
ports and imports of Germany and France combined just came up to
those of the Dominions, Colonies and India put together, while Japan,
the Netherlands and ltaly combined did not constitute in 1929 more
than 56 per cent of the British “Empire proper.”’

The percentage share of the total British Empire in the world’s trade

6
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{imports and exports combined) can be seen in the perspective exhibit-
ed below®:

Regions i‘_ 1927 1928 1929
’ % % %
Total British Empire ... - 232 28 5 28 2
British “Empirs Proper” ...’ - 157 15 4 15-04
US.A. _— . e 1370 13-57 1393
UK - o 1348 13-04 1216
Cermany e - B% 508 913
France with Colonies ... w B2 7% &1
France vee e R 1] 612 624
Canada -— e - 364 397 348
India o e - 317 3 307
Japan . 292 27 285
Netherlands ... . .. 275 280 2-80
ialy . s v 285 286 273

Having examined the economic worth of the British Empire in the
world-economy we shall now place it in the perspective of Indian
economy.

‘The total values of India’s international trade (exports and imports
combined} were distributed =s follows between the UK., the Dominion-
Colony complex and the non-Empire countries :*

Peried UK. Dom.-Col. Non-Empire
Re. Rs. Ras.

Pre-War Average - 1,478,800,000 457,200,000 1,763,700,000
Post-War Average e 2,194,700,000 711,900,000 2,653,700,000
1930-3} o 1,151,600,000 499,600,000 2,253,100,000
193132 . 901,400,000 380,300,000 1,587,500,000
1932-13 - 872,600,000 342,000,000 1,467 500,000

The above figures yield the following percentual relations:
Period UK. DPom.-Cal. Total Non- Total

Empire Empire

Pre-War Avemage 400 123 523 477 100-0
Post-War Average 395 128 523 77 100-0
1930-31 2945 128 42-4 576 106-6
193132 34 133 447 55-3 100G
1932.33 : 322 13-1 453 547 106-0

8 Adepted from Memorandem on Internstional Trade Vol. 1 (Geneva 1930} pp. .
21, 23; Review of the World Trade 1932 {Geneva 1933), pp. 25, 42.
% Review of the Trade of India in 1931.32, pp. 189.191: 1932.33. pp. 181-183.
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Certain features cannot be overooked. First, the Empire #rade
which was 523 per cent in pre-war years has come down te 447 per cent
in 1931-32. Secondly, as between the different parts of the Empires
again, the U.K's share has declined from 40 to 314 per cent while that
of the Dominion-Colony complex has risen from 123 to 133 pex cent.
The Dominions and the Colonies are to-day more important in ecoa=
omic India, although rather slightly, than previous to the War.

Incidentally it should be observed that the figures for 1932-33, both
absolute and percentual, are to be taken as to a certain extent the
consequence of the Ottawa Agreement, which, however, need not be
discussed in the present context,

5 INDIA'S INTEREST IN THE EMPIRE MARKETING
BOARD

The growing importance of the Dominions and the Colonies in the
Empire-economy is already a statistical fact. And the consciousness .
about this increased importance is an outstanding item in the new
Imperial issue of the British people. Nowhere is this consciousness
better embodied than in the Empire Marketing Board, whose activities
deserve, therefore, a special investigation in an enquiry into the tariff
economics of India vis 4 ois that of the Dominions and the Colonies.

India’s economic prospects and possibilities are likely to be affected
very seriously by the policies which contro! the budgets and administer

the interests of this Board. No survey of India's commercial and

" industrial future can be deemed adequate which does not examine
the E. M. B's sympathies and orientations from year to year. It is
nothing short of the problem of India versus the Dominions {especially
the Colonies) in regard to the claims upon British capital that
concerns us here. Any conscious or unconscious neglect of India
by the E. M. B. will ultimately mean India’s relative decline in indus-
trialization, agricultural prosperity and commercial ascendency simulta-
neously with the comparatively quicker progress and higher rate of
_development in the Colonies and the Dominions.

The grants for research and development made by the Empire
Marketing Board?®, established in 1928, amounted during the fourth
year to £482,000 out of its total budget of nearly £800,000. The
sums contributed from other sources to the research schemes of
the E. M. B. amounted to over £500,000 during the third year.

1 Empire Marketing Board, May 1928 to Meay 1929, p. 10; May 1929 to May 1930,
p 12
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The institutions of the U. K. as well as the grants obtained by them
from the E. M. B. down to May 1930, i.2, the end of the fowrth vear
are described below along with the objects for which the grants have

Jgiw

Institutions

Objects

: s
1. University of Cam-  Development of the biological and

bridge

2, Depsrtment of

8.

L

5.

8.

19.

1.
12,

15.

14,

i5.

18,

Scientific snd Ia-
dustrial Hesearch

55

23

Research
Aber-

Rowstt
Institute,
deen
Behool of Agricul-
ture, Cambridge®

"

t4)

University of Edin-
burgh* '
University of Cam-
bridge*

L4

Liverpool Schoolof
Tropical Medicina®
Londen  Quaran-
tine Station

Parasite Labora-
sory, Farnham
Royal, England
Imperial Bureau of
Entomology, Londen,

agricnltural departmenta.
Development of $he Low Tempers-
ture Research Station at Cam-
hrid;e.

Erection of New Station at East
Malling, Kant, for cold storage
experiments.

Sarvey of trade in frozen mutton
“and iamb.

Mineral content of natural pas-
tures (with special reference to
EKenya Colony}.

Physiology of reproduction and
growth of farm animals.

Grass and fodder crop conserva-
tion. :
Milk yield of cows crosshred from
the Indian Zebn.

Chsair of CGeneticz snd Animal
Breeding.

Use of B.C.&. vaceine iz the pro-
toction of calves against tuber-
oulosis.

Extension of the Department of
Animal Pathology.

Metazoan Immunity,

Export of Britisk stock to Empire
countries,

Breeding of beneficial parasites.
Biological control of insect pests in

- the Wost Indies.
Campaign against desert locust.

Grants of EM.B,

£10,000 p.a, for
b years
£38,600 eapital
and £8,000p.a.
far & yeays
£55,608 cap. and
£34,600 spread
over 5 years
£1,250

£25,000 spread
over b years

£5,000 cap. £400
p.&. for 5 years
arnd £500 gua-
rantes

£200 cap.

£250
£10,250

£3,000 cap.

£4,250

£3,000 p.a. for 8
FO&TS
£7,760 cap. and
£3,250 p.&. for
5 yoars
£15,000 eap.and
£6,000 p.a. for
b years
£2,000 p.a. for
3 years
£508

11 Empire Markeiing Board {London 1930}, pp. 1275. The asterisks in the text

indicate that the instltutions concerned have cbmined additional grants from other
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18.

18, Leathersellors’ Com-

20,

21.

27.

20,

8.
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Ingtitutions
London Sechool of
Hygiene and Tro-
pical Medicine
Imperial College of
Bcience ond Toch-
nologe*

panyof London.*
Natural History
Musecm, London
Cheshunt Experi-
mental and Re-
search Siation,
England

Imperial Bureau of
Mysoology, Kew*
Ministry, of Agri-
snlture and
Fisheries.
Rothamatead Ex-
perimental Station

Cheshunt Experi-
mentsl and Re-
search Station

Scottish Sorciety
for Research in
Plani Breediag

University  Col-
lege, Dublin

Rothamstead Ex-
perimental Sta-
tion

Welsk Plant Bree-
ding Station,
Aberystwyth

East Anglian Ing-
titute of Agricul-
tulture, Essex
‘Welsh Plant Bree~
ding Btation
Aberystwyth

Objects
Insect nuirition.

Stored Products Research.
Campaign against warble fiy.

Identification and accommodation
of entomological specimens.

Control of pests and diseases of
glass house produce.

Erection of new building,

Dry rot disenss of aswedes snd
taraips.

Virus diseases of piants

¥

L3

¥

Cotton disease

Reosearch in grasses and clovers

Plants of the Tidsl Zone

Emgpire grassland problems

Grants of E.M.B.
£1,500 spread
over 3 years

£10,776 cap. and
£16,936 spread

over 5 years
£1,000

£30,000 cap.

£1,600 cap. and
£176¢ p.a. for
5 years

£8,000

£1,320 wpread
over 3 years

£1,835 cap. and
£12, 800 spread
over § years
£1,040 cap, and
£8,350 spread
over & years
£4,450 cap.
~ and £8,000
spread over
5 years
£3,350 cap,
and £5,500
spread over
& yoars
£600 cap. and
£200 p. a.
for 4 yeare
24,8350 cap,
and £23,375
spread over
5 years

£220

£8,850,
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Institutions

82.

41.

43,

45.

47.

Egst Malling Re-
seasrch  Station,
Kent

Long Ashton Hor-
ticultural Re-
search Station,
Bristol

Royal Botanie
Qardens, Kew

>

John Inneos Horti-
gultural Instite-
tion

. Miniatry of Agri-

culture and Fish-
eries

Medical Research
Council

Rowett Research
Institate  Aber-
deen

Imperial Forestry
Institute, Oxford+
Forest products
Laboratory, Prin-
ces Rishorough.
Empire Forestry
Association
Secretary
State *

of

Department  of
Scientific and In-~
dustrial Research
London and Liver-
pool Universities

Great Berrier
Reef Committes *
British Ressarch
Asszociation  for
the Woellen and
Worsted Indus-
tries, Loeds

IMPERIAL PREFERENCE

Objects Grants of E.M.B.

Fruit research and standardization £080650 cap. and
of horticultural material. £27,300 spread
over b years, £13,
200 cap. and £8,
100 spread over

3 years
£7,025 cap. and
The growth of fruit trees £12,576 spread
over 5 yearz
Economic hotany £20,000 gspread
. over 5 years
Ciassification of herbarium specimens £15, 567 spread
over 5 years
Expedition fo Irag and Persia to col-
lect specimens of prunus £400.
Botanical nomenciature £100.
Vitamine conteat of fruits, vege-  £24,000 spread
tablea and dairy products over 5 years
Physiological and pathological con-  £3,000 p. 5. for
ditions associated with diets {with 3 years

special reference to Kenya)

Higher training of forest officers £4,750 p. 8. for
2 years
Utilization of Empire timbers £30,000 cap. and
£7,500 spread
over ¥ years
Empire Forestry Handbook £100
Development of mechanical trans- £60,000 apread
port for use ie undeveloped parts over 5 years
of the Empire
Preservation and transport of fish £38,000 spread
over 3 years
Codliver oil research £8,000
Fertility of the sea £3,600
Standardisation of wool quality £ 7,800 o8p.
£3 200 forl year
£3,250 p.a. for
4 yoara
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52.

57.

&8.
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Institutions
University of
Pdinburgh

British Research
Association for the
Wooller and Wors-
ted Industries,
Yoods

¥

Lines  Industry
Ressarch  Assn.

Northern Ireland *
National Institute
for Research im
Dairying, Read-
ing

Depariment of
Agriculture for
Scotland
Department of

Health for Scoi-
land
Cambridge
vergity Press
Rowett Ressarch
Institution, Aber-
deen

Vniversity of Cam-
bridge

Uni-

National Institute
of Ponltry Hus-
bandry, Newport,
Balop
University of Ox-
ford
Minigéry of Agri-
culture and Fisho~
ries -

- A small committes

of scientists
Imperial Geophys
josl Saurvey Com-
mittes®

Horace Plunkett
Fouundation*

University Colle
of North %Vsies &e

QObjects
Sheop breeding and biclogy of
wool
Survey of Empire wools

Sapply of wool packs for trislin
Australia, Now Zealand aad South
Afriea

Flax industry

Faulés in dairy producis

Nuiritive value of milk

j24

Jourmal of Dasry Resesych

Pauliry nutrition

Scientific fesding of poultry

Production and marketing of table -

poultry

Fluctuations in the numbers of
wild redents
Empire Meteorclogical Conference

Matoration of wine

Methods of geophysical surveying

Cooperative organization of
producers
Soil snalysis

Grants of E.M.B.

£3,000 cap. £800

p-a. for b years

£2000 p. a. for
2 years

£I75

£2,250 cap. £16,500
spread over 5
yoars

£3,150 cap. and
£3,900 -spread
over 2 years

£8,260

£8,260

£1,000

£7,000 cap. and
£2,600p. a.for
b yeara

£850eap. £1,870

" gpresd over 3
Fears

£5,000 cap. and
£8,492 gpread
ovar 5 yoars

£3,010  spread

over 3 years
£500

£1,250

£16,000

£1,500p. a.for 9
years
£430



1.

4.

5.

B,

8.

14.

1i.

i3,

Institutions

Millers®
ch Assn.
Colonial. Agri-
cultural Service
London*

Royal Botanie
Gardens, Kew
Research Assn. of
British Paint,
Colour and Varnish
Manunfacturers

Floar

IMPERIAL PREFERENCE
Objects
Milling and baking tests of Pusa
wheats
Advisory Council of Agriculture
and Anima) Health

Tung _oil production and ressarch

3s

Grants of E.M.B,
2170

£22,000 p. &, for
3 years

£700

£750 p.a.for 5
yoars

The institutions located in the different parts of the Colonial Empire
have received the grants described in the following table :—

Inetitetions.

Imperial Collegeof
Tropical Agrioul-
ture, Trinidad*

East African Agri-
cultural Rasearch
Station, Amani
{Tanganyiks)*

Experimental Frait
Farm in Sierzs
Leons*

" Experimental Qil

Palmm Plantation in
Sierra Lecne.*
Government of Fe-
derated Malaya
States *
Govarcmesnt of
Fiii.

Government of Pa-
lestine ,

British Honduras®*

Government of Bri-
tish Guians
Government
Maaritjas *
Ceylon Tea Re-
search Institate.

of

13. Government of Ja-

Objects

for the atudy of tropical agrioul-
taral problema.

Banana research

Cost of maintaiging this Institute.

Banana and graps froit resesrch.

Plantation methods

Drying of copra

Marksting of copra
Citrus indostry

» 1
Ingecticidal plants
Sugar research

Tea research

Sericunltare

Grants of E.M.B-

Development of & training centre £ 21,000 capital

and £55,000
spread over 4
years.

£ 5,774 capital,
£3,806 p.a. for
b yearsa.

£6,000 p. s for
8 years.

£1,500 capital,
£1.508 p. a. for
b ysars.

£ 1,500 p. a. for
2 years.

£ 1,150 p. a. for
4 years.

£750p.u. ford
yoars

£1,000 for 3
years

£280p.a. ford
FOArE
£30p.a, ford
Jears

£ 3,000 p. a. for
& yoara

£ 1,000 capital

£ 1,800 sprea?
over 3 yeara.
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Institutions Objects _ Grants of E.M.B.
14. Government of » - £100
Palestine.
15. Ziomist Organisa-  Stock resring £ 4,900 sproad
- tion, Palestine * over 3 years
18. Government  of " £ 600.
Northern Rhode-
sia *
17. Government of ”» £ 6,000,
Eenya *
18, Hebrew Uuniver- Imsect natrition £ 75 capital and
sity, Jorusalem. £ 277-109p. 3.
for 8 years
18, Govmmentl of Tsetse fly control £ 2,600p. a. for
Tanganyiks Terri- & years
tory *
20, Ziomist Organi-  Fungal wastage of fresh fruits £ 1,520 spread
sation, Palestine * _ over 3 years
21. Government of  Flax development £ 2,506 spread
Cyprus * over 3 years
22, Jamaica Pro- Co-operative markebing of citrus £1, 200 p. a. for
ducers’  Associs-  fruit .3 years
tion * :

It is to be ohserved, in passing, that Palestine is not a “Colony ™.
The grants made over to institutions located in the Dominions are

tabled below :—

Institutions ' Objects Grants of £.M.B

1. Waite Agricultural  Mineral content  of -natural £ 3,000capital
Research Institute  pastures £1,875 p. a
ot Adelaide * for 5 years

2. Cawthron Insti- . £ 2,000, p. &, for
tute, New Zealand * 5 years

3. Government oi » £ 2,600 capital
Southern Rhodesia® £2,600 p.a. for

* 3 years.

4. Onderstepoort Ve-  Animal health £ 10,000 capital
terinery Research £11,9%0p. 8. for
Station,South Africa & years.

6. CGovernment of Export of pedigres bulls, heifers £ 5,000 p. a. for
Australia. * bosars, rams, ewes etc. 2 years

6. Government of ”»

Southern Rhodesia® £ 5,480 spresd
: over 8 years

7. Commonwealth Eatomological research £ 25,000 capital
Couneil for Scienti- and £ 39,052
fic and Industrial spread over &
Research, Can- years

berra (Australis)®

7
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Institutions

8. Cawthron Insti-
tute, New Zea-
land *

89, New Zepaland De-
partment of Scien-
tific and Industrial
Research *

10. 2 .

1i. Governmentof New-
foundiand *

13. TUniversity of Bri-
tish Celumbia *

I3. Ontario Agricul-
tural Coliege,
Guelpk, Canada *

IMPERIAL PREFERENCE

. Objects
Control of noxious weeds

Plant breeding and seed research

Fruit research

Fishery research.

Cheese ripening

Quality in Eggs

Granis of E.M.B.
£ 1,333 capital
£2,000 p.a.
for 5 years.
£2,500 capital

and £ 2,500
p. 8 for &
Fears.

£ 2,600 capital
and £1,600p. &.
for 5 years.

£ 5,00¢ capital
and £5,000p. 8.
for 5 years

£L100 spread
over 2 years.

£350  capital
£ 670 p. a. for
5 years.

India’s share in the grants of the Empire Marketing Board, modest
as it is, can be geen in the following statement :

Institutions
1. Governmens of
Bikar and Orissa*

Objects
Yo research and marketing

4. Indian Tea Associa- Tea resesrch

{ion*

Grants
£500 p.a. for 5
Fears (same
amoant to be
provided by the
Govt. of Bihar
and Orissa}
£3,125 capital
and £487 p.a.
for & years
(same amosni
to be provided
by the LT.A.

The subjects for research are -grouped under the following cate-

gories:

(1) Biological and agricultural

sciences, {2) tropical and

sub-tropical development, (3) low temperature research,
{4} animal husbandry, {5} animal breeding, (6} animal

health, (7) export of pedigree livestock,

{1) entomology,

{9} mycology and plant pathology, {10) plant breeding,
(11) horticulture, {12) economic botany, {13) dietetics,
{14) forestry and forest products, {15} mechanical trans-
port, {16) fishenries, (17} wool, {18} fax, {19} dairying,
{20) poulry, (21) animal ecology, (22) oenology, (23)
geophysics,
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The institutions enjoying the grants are distributed broadcast
throughout the Empire. The U. K. enjoys 68 grants, the Colonies 22,
the Dominions 13 and India 2. The E. M. B. has taken steps to eo-
ordinate the work of the institutions located in different parts of the
Empire in such a manner as prevents overlapping and duplication,
Although the lion’s share of the grants has fallen to the institations in
the U. K. the resssrches carried on by them have direct bearings on,
and are indeed very often occasioned by, the economic and sanitary
interests of the Colonies. They serve, besides, to function as the central

_stations for the guidance and contrcl of research in the Overseas
Empire. The development of the Colonies or rather the promotion of
Empire-economy will appear to be the direct objective of the E. M. B's
research schemes, One will not fail to notice incidentally that the
Board has up till now evinced hardly any interest in the economic
development of India. But altogether, the Empire has tended to grow
into a reality in British business experience and commercial thought;
The ‘“‘rationalization’ of the British Empire resources is thereby
becoming an outstanding feature of world-economy.



Chapter Vi

THE EXPORTS FROM INDIA UNDER IMPERIAL
PREFERENCE
1 Praforence Benofigial to Tata Steel

We are now in a position to grasp the economic morphology of
the British Empire as well as the factual position of India in the
Empire-economy and the world-economy. The economic data being
what they are, let us examine the bearings of the Imper'al Preference,
az decided upon in accordance with the Ottawa Agreement, upon the
different branches of India’s international trade. We shall take up the
export trade first, and begin with iron and steel.

The output of pig iran and steel at the Tata Iron and Steel Works

in recent years is exhibited below :— :
1930-31 193i-32

1. Pig Iron 714,011 tons 804,736 tons
2. Steel Ingots . 024,589 ,, 602,366 ,,
3. Salesble Stesl (fnished) 481,386 ,, - 449,723 ,,

The production of saleable steel (fnished] in 1931-32 was the
h'ghest on record, representing, as it did, an increment of 42 per cent.
on the output in 1930-31. In pig iron also 1931-32 was a record year
for the Company. There was an increment of 126 per cent. over the
amount during the previous year.

For the purposes of export only pig iron comes into consideration,
Now there are works besides those of Tata engaged in the production
of pig iron. The total Ind'an output is described below and in its
prospective the total exports : —*

Pereentage of
Year Oatput Exports export to output
182627 857,000 tons 309,000 tons 322
1027-28 1,182,000 388,600 ,, 338
1828-20 1,050,000 ., 449,000 ,, 427
15920-36 1,876,000 ,, 568,000 ,, 41'2
1530-31 1,146,000 ,, 439,000 » 385
1931-82 1,070,000 ,, 350,000 ,, 32-7

The output has declined since 1929-30 but on the whole it
has been maintaining a high level since T%Z?. The percentage of

} Annua! Report for 1931.32 (Tata Iron & Steel Co.Lid., Bombay) p. 5;1832-
83, p. 5. Sce alsc Serkar: Applied Economics Vol, I, (Calentta 1932), pp. 234248,
2 RT! 192829, p. 108, W3132, p. 125; The Gazelle of India Exiraordinary

Oct. 13, 1932, p. 361.



CHART 1

Indian Pig Iron Exports Declining
in Peroentage of Total Output (1826-32)
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exports, however, rose steadily upto 1928-29 but since then has been
declining and in 1931-32 reached finally almost the level of 1926-27.

While exports of pig iron have been declining it has not been
‘possible to utilize available swpluses for the manufacture of steel,
because the Indian consumption of steel also has declined during the
same period. The total Indian demand for pig iron per year is
normally as follows:—

1. For foundry iron: 150,000 tons
2. For the manufseture of sfeel: ... 500,000 ,,
Total 650,000 |,

But the total capacty for output year is, 1,500,000 tons. The
problem of foreign markets for pig iron is therefore a serious concern
with the Indian enterprises, Tata included.

The foreign markets for Indian pig iron are in order of importance,
first, Japan, the US.A., and Great Britain, and secondly, in smaller
quantities Germany and China. The relative position of the leading
foreign markets can be seen in the following table of exports (in 000
tons) :(—

Year Japan U8.A. Great Britasin Other countries Total
19%91-22 58 X X 1 59
192223 112 3 X 3 1i8
1923-24 144 24 3 12 183
1924-25 171 134 19 17 841
1825-9G 168 156 28 a8 482
1926-27 234 40 18 19 308
1827-28 271 a5 21 36 383
1928-29 358 52 5 39 449
1820.80 348 86 71 62 668
1920-31 160 168 9 72 439
193132 188 51 a3 42 350

Japan has been the greatest consumer of Indian pig iron. Her
takingi ncreased almost uninterruptedly from 1921-22 upto 1928.29.2
But since then there has been a decline. Part of thiz fall may be
attributed to the world-wide depression but perhaps to a certain
extent this is due also to her attempts to utilize the sources in
Manchuria.

Whatever be the reason, two facts are clear: First, the percentage
of exports in relation to the output has been declining, and secondly,
the takings of Japan, the greatest foreign consumer, have alsa begun to

8 The Gazetis of India Extraordinery, Oct, 13, 1932, p. 361, See *Planned
Economy in Manchukua™ and “lron 8od Mechine Industries in }npsn in the
Jepanese Trade Bulletin {Calcutta), January and February 1934,
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decline. Both for Tata as well as for the other companies in India it
has for sometime been a necessity to look for extraijapanese directions
of export.

It appears that Great Britain is a late comer as a market for Indian
pig iron and also a2 rather poor one. But since 1529-30 she has heen
using considerable quantities. And this market might increase,

We have to observe, further, that Creat Britain has been importing
from, India not only pig iron but steel rails and semi-finished steel as
well in the shape of sheet bars and billets. This item is of special interest
to the Tata, as virtually the only steel manufacturing company.

In 1931-32 there was, as the Annual Report says, a heavy fall in
the demand from the Railways and the engineéring industry for tested
steel. The Railway demand for Tata steel was normally fixed at some
200,000 tona in 1926. But in 1931-32 it fell off to 40,000 tons only. For

- 1932-33 the orders are lower than at any time since the Company
started work.*

Both in regard to pig iron as well as to steel, therefore, the enter-
prises in India have been compelled to lock for relief from foreign
markets.

It is just at this point that the economic consequences of preference
became palpable. The British Import Duties Act of 1932, if applied to
India as to all other foreign countries, would have saddled Indian pig
iron and steel with a duty of 33 1/3 per cent ad velorem. “‘Under the
same conditions of temperature and pressure,” ie., with the same
emount of import duty on their shoulders sheet bars and billeta of
Indian stee! could hardly have succeeded in competing with the
Belgian steel goods. But under preference i.e., with duty-free entry
into Britisch market Indian steel bars and billets have 2 chance to
replace Belgian steel goods of the same classes burdened, as they are,
with an import duty of 33 1/3 per cent. The British preference for
Indian steel consisting in a differential duty as against Continental steel
has enabled the Tata Works to deliver goods to the British market on
the same terms as the DBritish concerns. Besides, along with the
British companies Tata is now able to compete with and to a certain
extent displace non-Empire steel in Great Britain. This {s an instance
of preference helping forward the expansion of Indian exports as well
as promoting the industrialization of India. The protection of British

‘ iron and steel industry against non-British goods is being enjoyed by
an Indian manufacturing company although not located within the
British Isles but in India.

4 Anngel Report (Tats) 193132, p. 3 ; (93233 pp. 45.
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It will be interesting to note the price, i.e., 'reciprocity,”’ offered by
India to Great Britain for this privilege as extended by the latter to the
former. To that we shall address curselves in connection with Indian
imports,

2 The 8Schedules of Preferred Exports

Let us now pass on from the special case of steel to the general
export schedule and examine the groups of preference to be enjoyed
by Indian articles in the UK,

Exports from India have been enjoyving preference in Great Britain -
since 1919, and especially since the British Finance Act of 1925. Tea,
coffee, silk goods, laces, tobacco, cigars, etc., belong to the schedule
of preferred goods.® The list was lengthened very liberally by the
legislative measure of 1932,

The preferred list may be indicated in five groups :(—*°

I. Group in which Indian goods which have previously been duty-
free are to remain duty-free in future also and thus stay outside the
operation of the British Import Duties Act of 1932, This group
comprises among others the [ollowing commeodities (worth nearly
£1,343,000 as British imports from India in 1929):

1. Barley - 2. Pulses

3. Miscellanecus food grains 4. Mamzes

5. Bones 6. Raw goat skins
7. Asbestos

II. Group in which non-Indian goods are to be charged at revised
rates :—
1. Wheat in grain: 2s. per quarter
2. Rice, husked including
cargo rice and cleaned
rice whole but not
including broken rice : Id per Ib.
3. Vegetable oils:
{castor, linseed, coconut,
groundnut, rape, sesamum) 15 per cent od valorem

3 For preferences granted to Indisn goods in 1924.26 see “'India in the British
Trade™, "Imperial Preference,” “Empire Marketing” and “Empire Trade Policy™ in
the Journal of the Bengal Nationa! Chamber of Commerce for March 1927, September
1930 and March 1931, '

6 Gazatts of India Extreordinary Oct. 13, 1932, pp. 395-397.
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4. Magnesium Chloride v I3 per ewt,
5. Linseed ... 10 per cent.
ad valorem.

In 1919 British imports in this group amounted to £2,093,000.

. Croup in which the margin of preference over non-Indian
goods is specified in favour of Indian goods.

Coffee . e - ... 98 4d. per cwt.

British imports from India were valued at £168,000 in 1929.

IV. Group in which (1) the wagin of preference over foreign
goods enjoyed by Indian goods up 6l now is not to be reduced end {2}
the rate of preference is to be heightened for Indian goods, should it
happen to be heightened for goods coming from other parts of the
Empire,

The articles in this group are enumerated below along with the
ratea of preference:

Articles Preference Articles Preference

1. Tea 2d perib. 18. Woollen carpets and

2. Coir yarn i0percent regs 20 per cent

3 Coir matssad matting 20 14, Brazn =nd pollards s,

4. Cotton yarn 10 ”» 15, Rice meal and dust 10 2

5. Cotton manufactures 20 ,, 18, Lead i .,

8. Leather undressed, hides 17. Tobacco, un-manu-

{other tha=n sole lesther)1¢ factared 25. §d. perlb.

7. Leatherundressed,skinsi0 18, Tobacco, mana-

8. Jute manufactures 20 factured,—cigars 3s. 103d. ,,

8. 0Oil sead cake and meal 10 - 18, Castor seed 10 per cent
10. Spices i, 20. Magnesite 1w
11. Teak {hewn and sawn)} 10 |, 21. Sandal wood oil w o,
i2. Other hardwoods (hewn -22. Granite settés and kerbs 15 .,

and sawn) 10 23. Groundnuts 16 ir

The total British :mports from India in 1929 were worth
£38,264,000.

V. Group in which certain specified goods such as according
to the provisions of the British Import Duties Act of 1932 might be
charged but because of Imperial Preference are allowed to enter free
of duty.

Goods Valae of Britisk Imports
from India in 1929

1 BShellac, seod lac and stick lac £1,396,000
% Juie, raw . 6,413,000
3 Myrobalana £249,000
4 Rice broken 175,000
5 Mics zlabs and sphttmgs 328,000
& Qrotalaria juncea and any other tanet;as of Indian

hemp that can be distinguished 127,000

Total £8,688,000
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While examining these items of expert it should be gquite in
place to survey their relative importance in the total exports from
India. The percentages for two years” in regard to the leading
articles of export are given below.

Articles 1928-29 1931-32
1. Juteraw ... 980 718
2. Jute manuf. 17.24 14-06
8. Cotion, raw 20-20 15-26
4- Qrain, pulss and four... 1621 1307
5. Oilseeds ... 897 8-36
8. Tea 808 1247
7. Hides and skizs ra® ... 290 s .. 2:34
8. Lesather 2-82 343

At the threshold of an examination of the preferences granted
by the United Kingdom to exports from India it is very worth while
to observe that in 1932 the Import Duties Act was passed by which
the British tariff was entirely transformed and placed ona fundamentally
protective basis. Almost every category of goods entering Britain
became subject to import duty. Indian goods normally were not
to be exempt. They would have had to bear the duties and compete
with all foreign, i.e. non-British goods including those from other
parts of the Empire, on the British market. Itis only when one
fully weighs the significance of the British tariff revolution that one
can understand the meaning of such concessions as are embodied
in Groups [ and V , namely, the groups which do not ostensxbiy have
any reference to preference,

These concessions bearing on the two groups are apparently
very sirnple and might appear almost meaningless. But their value
would become manifest if one visualises the eventuality that Indian
manufactures or other articles find it difficult to compete on the
British market with similar goods from foreign countries or from
other parts of the British Empire and are gradually compelled to lose
the British .customers. That eventuality would become a solid
reality when, for instance, other parts of the British Empire actually
enjoy the preference extended to them by Great Britain. The favours
granted to India in the Groups | and Il are therefore positively
useful in so far as they prevent Indian goods from having to sub-
mit to apecial disadvantage in competition with non-Indian goods
on the British market and belong naturally to the category of -
preference.

7 RT. 1928.29 p. 65, 193132 p. 80, 193233, p. 79.
8
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Rather, the Indian goods of Group 1., viz, the'manufactured and
semi-manufactured articles will be able to compete with foreign goods
of the same c¢lass on favowable terms. While they themselves
will be duty-free on the British market the foreign goods will have
to enter Britain after paying heavy duty ranging from 10to 20 per
cent. Thus just like the British manufactures the Indian manufactures
will enjoy protection in the U.K. against non-British and non-Empire
manufactures. The Indian goods are thereby enabled, if not to
expand, at any rate to hold their own on the British Market. The
possibility of maintaining their previous position is to be treated as
tantamount to expansion in the present circumstances,

3 The Trend of Exports from India

The geographical distribution of the ezports from India during the
last two decades can be seen in part in the following table :5—

Directions 1913-14 1826-27 1927-28 1929-30 1931-32

Per cent: Per cent Percent  Percent  Perceat
1. United Kingdom 234 214 250 21-8 278
2. Germany 10-6 g9 89 84 8.3
3. Jopsx 91 13-3 89 102 8.7
4. U.B.A, 87 11-1 111 116 83
5. Rest of the world 48-2 473 451 480 482
Total - 100 100 13 100 100

During 1513-14 not more than 51'8 per cent of Indian goods was
absorbed by the four great powers, Great Britain, Germany, Japan and
the U.S. A. In 193132 the same fout countries could not absorb more
than the same percentage of Indian exports (1932-33, 52'2%). For
nearly half of her exports—47°8 to 48°Z per cent—India has to depend
on the markets of the rest of the world. The goods of India are
pretty well distributed in all directions. And yet during 1931-32 as
during 1913.14 India bad ene big customer which towered above all
the rest into solitary greatness. This was Great Britain. In the pre-
war year the British market was for Indian goods much larger than
the German and the Japanese markets combined and during 1931-32
the German, the Jepanese and the American markets put together
were less extensive for the consumption of Indian ezports than the
British market alone. The importance of Great Britain for the export
trade of India is thus paramount. Besides, whether it is possible to

8 R.T.L 192829, p. 118, 193132, p. 134, 1932.33, p. 128.
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speak of any definite trend on the strength of the movement since
the heginning of the dapression in 1929 is doubtful. But it is mention.
able that while during the last three years Great Britain's takings of
Indian goods have steadily gone up (1932-33, 28'4%), those of the other
three countries have gone down.

& The Diverse Foreign Markets for indian Goods |

The Imperial Preference Act leaves India free to continue her
export relations with all the countries with which she is in contact.
There is nothing in it to prevent her from selling her goods o
Germany, Japan, U. S. A. or the rest of the world. In so far as these
countries do not raise too high tariff walls against the entry of Foreign
goods India may be expected to maintain her share in their markets.
But on account of the agricultural depression virtually every country
has levied high import duties” which to a certain extent perhaps
explain the fall in the percentage of Indian exports in the regions
concerned. ,

Situated as India is with 27°9 per cent of her exports destined for
the British market the protective taniff of the U. K. established by
the Import Duties Act would have inflicted some loss on the Indian
producer. The export of Indian goods would thus have encountered
some fresh hindrances in addition to those in other regions,

The most serious certainly would have been the import duties in
the country which is expected to buy 27°9 per cent of India’s sendings.
From such an eventuality India may be said to have been saved by
" the Imperial Preference which has really served, so far as she is
concerned, to counteract the unfavourable tendencies. of the Import
Duties Act.

Instead of encountering unfriendly obstacles at the ports
Indian goods have legally been assured an unusually favourahle
welcome among British consumers. The export trade of India is
passing therefore through two sets of experiences :—(1) maintenance
of the sfalus quo in non-Empire markets, subject of course to the
conditions of the new tariffs of the depression period, and (2} chances
of expansion, or at any rate, holding- their own in the British market,
first, because of exceptionally favourable treatment {(pro-Empire business
sentiment on a national scale), and secondly, because of easier condi<
tions of competition with non-Empire goods. It is to be cbserved

9 Supra, pp. 7.9. Sce the footnotes, 15, 16, 17, 18,
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that most of the articles of Indian origin or menufacture are to enjoy
this preference in the United Kingdom.

From the standpoint of value some of the most important articles
exported by India to the U. K. were the following {1930-3)2 ;—

Articles Value
1. Tea Ra. 199,468,000
2. Hidos, dressed or tanned 5» 57,428,000
3. Cotton, raw » 30,087,000
4. Wool, raw s 28,785,000
5. Jute, raw s 22,837,000
8. Wheat »+ 17,068,008
7. Lesd s+ 16,687,000
8. Linsesd e s 12,408,000
8. Jute gnnay bags s 12,088,000
10, Miscellaneous Metals and Ores
(other than lead, mica, manganese) . . 10,867,000
11, Other Articies s» 116,131,000

ss 017,734,000

We have singled out ten different categories of exports, each valued
at mors than Rs. 10,000,000, They together constitute a worth of
Rs.400,903,000 out of a total of Rs.517,734,000 ezported to the United
Kingdom in 1930-31.

The year 1930-31 was a depression year but the figures for 1931.32
were still more humble as indicated " below.

Articles Value

1, Tea Ras. 169,284,000
2. Hides, dressed or tanned » 48,503,000
3. Jute, raw 5y 91,108,000
4. Wuol, raw 2 24,954,000
5. Cotton, raw 52 15,895,000
8. Groundnut » 11,471,000
7. Jute gunny bags s» 11,873,000
8. Lead .o s 10,863,000
8 Other Articles s 110,975,000

Total Rs. 434,027,000

A comparison of t!:e two'years shows not only a mere difference
in the values of goods exported but also a change in the relative
position of the articles in the total. Tea and hides dressed maintain
their places. The three textile raw materiale change position in the
inverse order. Wheat has no place in the second list, i.e. the value

exported in 193132 ia lesa than Rs. 10,000,000. Linsced is replaced by
groundnut,

10 RT.0 193132, p. 194, Sce slso 193233, p. 166,
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One should not take any year’s figures as normal. The hide and
seek between groundnut and linseed would be interesting in this
regard. The export figures are detailed below ( in Rupees ).

Seeds Prewar average 1929-36 1550-31 1931-32
1. Groundeut 296,000 12,437,000 7,152,000 11,471,000
2. Lingeed 28,501,000 18,004,000 12,409,000 1,647,000

While analyzing the probable economic consequences of the new
tariff it should not be proper to take the figures except as chiefly illus-
trative data.

Taking the fizures of 1930-81 we find, then, that of the ten articles
in the table hides dressed or tanned do not belonz to the schedule
of the preferred goods. Cotton raw also lies outside. In article 8 of the
Trade Agreement there is of course an undertaking to the effect that
attempts will be made fo promote the greater use of Indian cotton in
the U, K. This, however, is only a pious wish and may be ignored
for the time being, although there are solid reasons to believe that the
wish is likely to be realized to some extent on account of the exigencies
of the British teztile industry under the changed conditions of manu-
facture and commerce. Raw wool, likewise, does not find itself among
the preferred.

Excluding, then, hides dressed or tanned, cotton raw and waool
raw, i.e. atotal worth of Rs 110,168, 000, but including the ‘‘other
articles’” worth Rs. 116, 831, 000 practically all of which belong to
the preferred schedules, we find that goods worth Rs 407,566,000
are to enjoy preference in one form or another, positive or negative.
This is 78°6 per cent of the total export of Indian home produce to
the U.K. and more than the total values of home produce
exported by India to Germany and the U. S. A. combined or to

Germany and Japan combined.?*

§ Monopoly: Juta

The schedules of the Indian Tariff enumerate the items, as we have
seen, in an haphazard manner. The object there is to place the items
together according to categories of ad valorem or other duties.

In international statistics, however, the exports and imports of India
as of other countries are generally classified as follows? ?: -

1. Food, Drink, Tobacco,

11 R.TJ, 193233, pp. 186, 196, 197,

12 Annaanto Statistico laliuno 1930 {Rome). p. 280: Statistiches Johrbuch jfir das
denische Reich (Berlin), Lebour Yeaor M 1930 (London), pp. 196197, R.7T.1. 193132
pp. 168171, 193233, pp, 160-163.
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2. Raw Materials and Produce and Articles mainly unmany-
factured,

3. Articles wholly or mainly manufactured,

4, Living Animals

We shall classify the export goods of India for the purposes of
economic analysis into three groups, namely,— '

{ ) Monopoly goods, lac, raw jute, myrobalam.

{2} Manufactures or Semi-manufactures, e.g., dressed or tanned
hides, jute manufactures, vegetable oils, coir mats, cotton yarne
and manufactures, oil seed cake and measl,"sandal wood oil, woellen
carpets and rugs, pig iron. '

{3) Raw produce: (a)raw materials for industry

{ b) food, drink ete.

The number of monopoly goods is very limited. Indeed there
ie hardly any except raw jute and lac and possibly myrobalam.

The case of raw jute is interesting. Itis one of the preferred
goods in so far as no duty is to be levied on it, as for, instance, on
account of the Import Duties Act it might become subject to a 10
per cent ad valorem. As a virlual monopoly raw jute does not have
to fear competition in British markete, and so a positive preference
would be superfluous. But the preference in the negative from
chosen for it perhaps possess some value as an ecomomic propo-
siion. The levy of I} per cent duty might have militated against
its rather free or liberal consumption in Great Britain and thus hurt to
a certain extent the interest of the Bengali cultivators. The export
of raw jute to the U. K. might have been somewhat affected but
has now been placed on a relatively smooth basis on account of the
preference. -

The chances for a more extensive sale of raw jute in the British
market cannot be overlooked. The more important among the
different foreign markets for raw jute are enumerated below in

total values®®:

Years Great Britain U.8 A, Germany. France
1920-21 Rs. 52,545,000 28,058,000 23,725,000 22,103,000
192223 59,212,000 33,942,000 55,788,000 922,403,008
1524-25 105,606,000 38,698,000 81,608,000 52,995,000
192728 78,807,000 80,509,000 85,384,000 97,000,000
1929-80 55,806,000 25,217,000 74,064,000 36,165,000
1930-31 22,906,000 10,400,000 $5,000,000 18,500,000
1531-33 81,100,000 8,100,000 24,000,000 9,800,000

I3 Statistical Abstract jor British India from 192031 %o 1929-30, p. 614, RT
193132, p. 85, 1932.33, p. &2,
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In percentage of total exports the relations between the leading
foreign markets, the U. K., Germany, U. S, A. and France for jute can
be seen in the following table®:—

Couniry 1913-14 1827-28 1930-31 1831-32
1. Gresat Britain 380 - 250 ) ¥ s 278
2. Germany 21-8 278 27-2 21-7
8. U.S.A. 119 100 81 81
4. France 99 121 48 B8

In the pre-war year the U. K's share was 38'0% of the total
exports. It came down to 17°3 per cent in 1930-31 but in 1931-32
hasrisen to 278 per cent. The U. K. can expect to rise further,
if not up to the pre-war level, at any rate, somewhere near it.
And this is likely to happen under the new conditions.

“6 Manufactures: Jute

We shall now take up the group of manufachires or semi-manu-
factures. It is worth while to observe that India is already a
manufacturing country and that among her exports the manufactures
occupy no negligible place. The relative position of “‘articles wholly
or mainly manufactured ' in the total exports from India can be
seen both in absolute figures as well as percentage as follows!”® i—

 Year- Manufactured Total Percentage
1. Prewar Average Rs. 508,101,000 Bse. 2,104,873,000 - 23-0%
2. Post-owar Average 779,648,000 2,863,830,000 271%
3. 1931-32 428,226,00 1,558,886,000 21-3%
4. 193333 884,811,000 1,324,057,000 29-0%

The percentage of manufactures as Indian exports has risen from
23'0 in pre-war years to 27°3 in 1931-32 (29%in 1932-33). India is thus
gradually getting known also as an industrial country in the diverse
regions of the world.

Let us take jute manufactures for the present study.

In regard to jute manufactures it i= necessary to call attention to
an important fact which as a rule is likely to be ignored. Although
jute is a monopoly, jute manufactures are not. On the British market
Indian jute manufactures have to compete not only with British goods
but with the jute manufactures of several non-Empire countries, for
example, Germany and Italy, as well.

W RTI 192809, p. 12, 1931.32, p. 137, 193233, p. I3L
i5 R.TUL 193132, p. 17V, 193233, p. 163,
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The ltalian jute industry’® comprises some 60 mills {jutifici) with
85,000 spindles and 5,000 looms and offers employment mormally to
nearly 16,000 workingmen. The consumption of jute in these mills
may be seen in the following figures: —

1. Pre-war Average . 378,000 quintals {cwis)
2. 1925271 ,, . 480,000
3. 1s2s8-28 ... &80,000
4, 1830 s . 490,178

The export of jute manufactures*” from Italy is exhibited in the

following table {in quintals or hundred-weights) :
Pre war Average

" Category 1928 1928 1829 1830
1. Yarn 2,200 8,700 8,400 0,500 5,800
2. Cloth 80,100 65,500 104,800 89,400 40,400
3. Carpets and blankets } 0,300 1,200 1,000 1,800
4. Bags 26,600 36,200 41,700 44,700 35,100

Duwring the guinquennium 1925-29 the export rose steadily until
in 1929 it was as high as 145,000 quintals. In this export business
Italy is used to compete not only with Czechoslovakia and Germany
but with the U. K. and India also.

in an examination of the prospects of Indian jute manufactures in
the British market the problem of international competition must not
be overlooked. To enter the arena with an import duty on the back
cannot be a pleasant sensation for any commodity that has to stand
competition from well-established rivals, The exemption from the
import duty will therefore be a great relief to the Indian jute mills
catering for British consumers.

Jute manufactures are exported to foreign countries chiefly in two
forms: {I) as gunny bags and (2) as gunny cloth. The total exports are

indicated bellow® :—

Commodity 1620-21 1925-26 1828-30 1931-32
1. Gunny bags Rs. 239,008,000 267,214,000 218,927,000 118,000,000
3. Gunay cloth 985,366,000 818,009,000 296,954,000 105,000,000

3. Yarn & other
goods 5,468,000 3,175,000 3,387,000 5,382,000

Total 529,947,000 588,888,000 £19,2468,000 220,382,000
The foreign marketa for jute manufactures are for obvious reasons
not identical with those for raw jute. It is only industrial countries
that can have interest in the latter and that are naturally to be treated

16 Movimente Economico dell 'Molia, 193} ([Banca Commerciale Italiana, Milan),
pp. 427-431: Mortara : Prospecitive Economicke 1929 {Milan}, pp. [82-183. See afso
“The Jute Mills of Italy™ in the Journal of the Bengal National Chamber of Commerce
for March 1927,

17 Movimento 93, pp. 43043},

18 Siat, Abst, 1921-1930, p. 613, R.TJ. 193132, pp. 85, 184, 193233, pp. 83, 173
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as competitors with India in the delivery of the former in other markets.
Bat the U. K., although herself interested in the manufacture of jute
goods, for instance, like Germany, France and Italy, is unlike them
also an importer of jute manufactures from India.

The percentual relation between some of the foreign markets
for Indian jute manufactures is indicated below®®:—

Country . 1913-14 1027-28 1530-31. 1931-32,
1. U.8.A. 415 8832 34-6 817
2. Australis 10-6 9'5 11-2 11-0
8. Argentine 104 13-4 104 63
4. United Kingdom ... 83 49 57 85
6. Jave - 26 28 6 1l 46

The trend of the U. S. A. is towards a decline in the percentage
(25% in 1932-33). The U, K. has expanded from 49 per cent in 1927-
28 to 85 per cent in 1931-32 {8% in 1932-33), going much beyond
the pre-war level. The new facilities accorded by the tariff system may
help forward the expansion of the British market to a much greater
extent. The industrialization of India can thus be promoted in a
certain measure by preference.

The export of jute manufact&res to the U. K "has heen on.
the increase as indicated below :

1913-14 : &3 per cant of totael export

192728 &9 ,, »
192823 : 48 ,, .
19303L: 57 ,, .
1081-32: 85 ,, »

During the same period two of the bigger non-Empire customers,
namely, the U. 5, and Argentina, have reduced their takings of Indian

jute manufactures, thus : — 4,

Country 181314 1927-28 18930-31 1931-32
1. U.8. 41-5% 36-2% 34-5% 31-7%
2. Argentins 10-4% i3:4% 104, 6:3%

While the U. K. has been normally expanding as a market for
Indian jute mills, the U. S. and Argentina have been dwindling. This
trend can now but be strengthened on account of the preference. It
would not be unreasonable if the jute mills of India expect to partially
replace the non-Empire goods in Britain with their own manufactures
and thus slowly work their way up to recovery after the long five-year
depression. It is Imperial Preference that jute manufactures will have
to thank considerably for the beginnings of a fresh lease of prosperity.
It is to be understood that in this field as in others the very prevention

19 RTI 19282, p. 121, 193132, p. 137, 193233, p. B3I,
9
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«of the dwindling of total trade or the mere maintenence of siafus quo
with the U, K. or the rest of the world is an item of substantial eco-
nomig importance.

7 Raw Produce: Food and Drink

We shall now pass on to raw produce. Let us take a food grain,
namely, wheat.

The ezport of wheat from India has come down steadily, as
follows :3*°

Year Total Export in tens Percentage of Export
to Total Preduction
i. Prewar Average ... 1,308,000 14:0
2. Post-war Average... 237,000 3¢
8. 192728 - 800,000 40
4. 1928.29 115,000 19
5. 1930-31 187,000 2en 2-0
& 1931-32 e 23,000 02

From the pre-war average of 1,308,000 tons the export has declined
to 20,000 tons only in 1931-32. So far as the percentage of export to
total outturn is concerned, the decline is equally palpable, —from 140
per cent to 02 per cent. And yet the total export was valued at
Rs. 19,488,000 in 1930-31 and Re. 1,512,000 in 1931-32.

Great Britain’s?! imports of wheat are indicated below in the
perspective of India’s total exports to the world (in tons) :

Year Total Britain’s Imports Total Indian Exports
to the World
1880-31 5,560,000 197,000
1681-32 6,145,000 20,000

In any case Indian wheat is for the British market but a drop in the
ocean. Butin so far as Indian wheat has to enter Britain the import
duty of 28 per quarter would have been a great handicap. On the
other hand, the exemption from this duty may furnish a spur to the
wheat cultivators of the reclaimed areas in the Punjab, Sindh and
elsewhere, and enzble them to capture some of the fields in the
British market occupied by the U.S. A., Russia, Rumania and
Argentina. Exzpaneion of cultivation or increase in the output of wheat
may be expected in India as a consequence of the preference. And

20 RTI 1028-29, pp. 161,214~ 193183, pp. 181,334,1932-33, pp. 107,223,226,
During the yeer 193233 the exports of whoat dwindled to 2,000 tons only
(Rs. 400,000 pearly) comstituting 002 per cent of total production, )

21 Monthly Crop Reporf, Sept. 1992 (International Institate of Agriculture

Home), p. O3 X 1521.2 Ok 1N
G A
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to the extent that the export of wheat may be permitted after due
regard being had to the considerations of the people's food the proposi-
tion is hikely to inaugurate a new era in cereal farming.

_ The next raw produce for the present study that may be singled out
is tea.

Even in regard to a monopoly like raw jute a favoured treatment or
preference in the form of exemption from import duty is economically
8 worth while proposition. As for the other goods of Indian origin or
manufachae none i1s a monepoly except the few indicated at the out-
set. The levy of a 10 per cent import duty on them in the U, K. would
have compelled them to face a keen competiton with two classes
of goods: {I) non-Empire goods of the same class, and (2} Empire
{i. e. Colonial, Protectorate and Dominion} goods, which would be
placed on the British market without duty, and would on the contrary
enjoy the Imperial preference. The competition would have
been very inconvenient for India and a considerable slice of the British
market might slip off her hands at a time when in other quarters of the
globe also high tariffs stood againsther goods as aganst those of others.

The slices would have psssed into the hands mostly of the Colonies
and Dominions. At the end of a few years the Colonies, especially
backed as they are by the Colonial Development Act, would have
grown into formidable rivals of India.

Let us now first take tea which heads the list of Indian exports to
the U. K. in value. We shall analyze the economic consequences
of preference or otherwise on this export valued at Rs. 199,458,000
i. &. 385 per cent of total exports to the U. K. '

In 1931.32 the exports of tea *? from the countriea of origin were
distributed as follows :(—

1. India: 342,046,000 ibs

2. Cevlon: 245,982,000

3. Java: 163,312,000

4. Japan: 91,832,000

Total 774,072,000 1bs
The same year the U. K. imported 550,364,000 1bs. from diverse

sources.

Without preference Indian tea, burdened, as it might be, with a 10
per cent import duty would have had to compete with Ceylon, a Colony
enjoying preference, as well as Java and Japan likewise paying duties.
It i3 natural that Ceylon would have expanded at the cost of India,
Java and Japan. With preference India and Ceylon, sailing in the

2 Ibid, p. 648,
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same boat as they do, may expect to push both Java and Japan almost
to the wall. It is not improbable therefore that wunder the new
conditions, apart from the effects of the restricion in output,
the tea industry of India would get a fllip and begin to get
out of the slough of depression. In tea industry, be it observed
enpassarit, Indian capital is also interested although in modest propor-
tions, The preference has meant consequently some positive good to
the enterprises in India, both Indian and non-Indian. Suppose that
India had chosen to stay out of the Empire ring but that the U. K
would have felt it expedient not to charge the 10 per cent duty on
Indian tea as on Javanese and Japanese. In this instance, India would
etll bave given way considerably to Ceylon, but, other circumstances
remaining the same, may have had some advantage over Java and
Japan.

8 Raw Producs : Oil Sceds

As raw produce oil seeds can be treated as food stuff as well as
industrial raw material.

India is consuming more and more of her oil seeds at home.
Hence the percentage of exports of seeds to total praduction has been
going down, as shown below :%° .

Beeds _ Pro-war Aversge Post-war Average 1927-28 193031 1931-32

1. Lingeed 730 59-0 63-0 68-0 20-0
2. Rsape & Musatard 23'0 18-0 80 49 80
8. Sesamum 25-0 &0 20 02 80
4. Groundnuis 350 19-¢ 40 190 80-0

The home consumption of oilseeds in the interest of industrialization
and otherwise bids fair to increase in the near future. But in so far
a8 exporta may still be considered to be a part of national policy the
question of India’s competlitors in the markets of the world is of
paramotunt importance.

Let us take up for examination one of these seeds, namely, the one
in regard to which Great Britain has placed a duty of 10 per cent ad-
valorem on non-Empire goods. This is linseed.

The trend in the world’s outturn of linseed is in part exhibited
below (in bushels of 56 1bs.}: 24

23 RTI 1928-29, p. 214, 198132, p. 234, 193233, p. 226. Baneswer Dasa:
“The Crushing of Indian Cotton Seeds and the Commercial Utilization of the
products obtained !* {(Journal of the Bengal Nationgl Chamber of Commerce,
Beptember, 1931},

4 Monthly Orop Repori (Rome), Jan. 1931, p. 80, Jan, 1883, p. 41.
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“Year Argentina U.B8.A. Rassia Indis Canada TUrugnay

1. Avorage
of 192428 72,407,000 23,816,000 20,885,000 16,760,000 6,085,000 1,905,000

3. 1920 50,005,000 17,048,000 26,340,000 12,880,000 2,060,000 3,216,000
8. 193g 84,400,000 23,882,000 X 14,960,000 4,459,000 x
4, J931 80,088,000 11,798,000 ¥ 15,080,000 2,465,000 4,887,000
&. 1932 58,147,000 11,841,000 X 16,440,000 2,446,000 %

As producer India has three powerful rivals, namely, Argentina,
the U. S. A. and Russia, each one of which produces much more than
herself. Linseed is cultivated, besides, although in small quantities in
a large number of countries in Europe as well as in Africa and
America. Under stimulus Africa and America can easily expand
their output.

In regard to export atthe present moment the reslly formidable
rival is Argentina. )

The more important features of the world’s export trade in linseed .
for the years 1930 and 19312% are shown below ( in centals=1001bs }:

Year Argentina India Lithuania Estonia
1. 1929 35,700,000 5,514,000 545,000 64,000
2. 1930 25,466,000 5,763,000 448,000 55,000
3. 1831 41,670,000 2,520,000 247,000 4,000

Both as producer as well as exporter India’s position is therefore
quite vulnerable in the field of linseed. With the burden of a 10 per
cent duty the linseceds of Argentina will find it difficult to compete
with the Indian on the British market and will very probably be com-
pelled to part with a slice of her share. The export of linseed from
India may therefore rise leading to an eventual increase in the acreage
and output. Or, at any rate, as in other instances, the dwindling of
trade and output may be counteracted to a certain extent.

In regard to linseed as to other seede, or for that matter, any other
exports from India it should be remembered that India does not have
necessarily to lose the other markets of the world, i. e., the non-Empire
countries, while she is making some conquests in the .diverse corners
of the British market. Some of the non-Empire goods displaced from
the British market are likely to seek the non-Empire markets, and
there, normally speaking, the Indian goods are at no special disadvan-
tage in comparison with the others.

As foreign consumers?® of Indian oilseeds outside the British Empire
the following may be singled out as among the prncipal { in pereen-

25 Monthly Crop Beport (Roms), Janusry 1931, p. 4B, Dec. 1831, p. 794,
January 1933, p. 60,

% R.T. I 10169, p. 121, 1981-32, p. 187, 1932-83, p. 131,
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tages of total export of oilseeds from India) in the perspective
of the United Kingdom :1

Country 1918-14 1927-28 1931-32
1. France 314 a1-7 308
2. Germany 180 238 137
8. Belgium 160 2-9 + 12
4, Ttaly 50 137 138
§. U.B. A. i2 a9 42
8., Netherlands 10 123 154
7. U. K. 22-2 158 130

The non-Empire markets have economically nothing to lose so far—
as exports of oil seeds from India are concerned simply becanse the
Empire is offering them a preference. The price-mechanism can be
but the following : —

1. On the British market Indian oilseeds can be placed at compara-
tively cheaper prices than those from Argentina etc.

2. The price-level at which Indian ocilseeds enter the non-Empire
markets { e, g. France, Netherlands, Germany, Italy etc ) does not
have to change, unless, of course, these markets choose to impose
a tariff on India as on other foreign goods. Rather, because India is
in a position to make some extra profit in British markets it may not
be dificult for her to place her goods in France, Netherlands, Germany
etc. at somewhat lower prices. This indeed is the economic reason
why the great industrial powers can hardly think of retaliation.

8 Stimulus to Indian Agriculture and Industry

Other circumstances remaining the same, preference of Indian
goods to non-Empire goods will render the latter relatively dearer
than the former in the British market. Indian goods will appear cheaper
to the British consumer than the other goods. Under these conditions
the enlargement of the market for exports from India is to be expected
as a matter of course, To a certain extent this may lead to a mere
diversion of Indian goods from non-British to British markets. Thie
change in the direction of exports can of course be effected without
a change in the absolute volume of production i. €. without an expan-
sion of total exports. But prima facie there is no ground for believing
that the foreign markets would care to go without the Indian goods.
There is no specially anti-Indian animus in the attempts of almost
every country during the depression period to heighten the tariff wall or
introduce the system of contingents in order to curtail imports. The
measures are too universal to be treated as having any direct bearing
- on the British system of Empire-preference. The British preference
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for Indian exports does not lead to the rise of their price in
those markets. We may proceed on the hypothesis that
the volume of their takings would remain unaffected and that the efect
of British preference is well calculsted to stimulate the consumption of
Indian goods in larger quanties in the U. K. Altogether, then, the
producers in India, both agricultural as well as industrial,~because in
reality all classes of Indian exports are o be preferred, —will not be
considered much too sanguine should they expect a gquickening of
production in their enterprises, British preference implies, then, in-
creased avenues of employment in India and ie therefore so far an
antidote to the economic depression.

The expansion of Indian exports or, at any rate, the maintenance of
their absolute and relative status quo in the U.K. need not necessarily
lead to a glut. Past of the increased supplies may be utilized to meet
the increased requirements of the “‘rationalized’” and reorganized British -
industries, which, as we shall see later, have been the order of the
day. We should also be prepared for the eventuality that a portion
of the Indian goods will be re-exported by the U, K. in diverse
directions, —to the Baltic states, to the Balkan complex and to other
regions of the Continent, including Russia. The expansion of re-
exports from the U. K, islikely to be a feature of world-economy
during the next decade.

The re-exports { of imported goods ) in the background of exports
of home goods from the U.K. are detailed below from 1924 o
1929 ( in million £8}:%7— '

1024 1928 1829

1. Exports. 1,277 724 - 730

2. Re-exports : 140 120 110
With 1924 as 100 the coefficients are as follows

1. Exports 100 164-7 108-3

3. Re-exporte 100 880 84'8

The re-exports declined 15°2 per cent while exports increased 83
per cent. Naturally one can believe that it is possible for re-exports
to expand. The enlarged import of Indian goods is likely to take this
form in part and the U. K's carrying and agency.trade is perhaps
in for some ezpansion.

27 Labour Tear Book 1030, p. 194; Statistical Abstract for the United
Kingdom 1915-1051 (London, 1933), p. 887.
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10 India’s Assimilation o the Dominions and Colonies

A very important consideration bearing on India’s immediate
economic future must not be overlooked. Had India decided to stay
outside the Empire tariff walls the Colonies and Protectorates would .
have grown and developed at the cost of India. Many of the articles
produced in India can be grown in the tropical and subtropical
areas of the Colonies. In the course of a few years, especially with
the financial support such as is assured by the Colonial Development
Act of 1929, these areas would grow into rivals of India as suppliers
of raw produce on the British market. Thus considered, India’s
lIoss in exports would have been immense. Indeed, in the long view of
economic statesmanship India vs. Colonies and Dominions is a great
problem of British finance and Empire Development schemes.

India has thus come to & condition in which the treatment of her
economic problems has been placed on the same fooling as that of
the Dominions and Colonies. This ie a state of things in the Empire
Economy such as was unthinkable even in the last years of the nine-
teenth century. Although s free trader in economic policy Farrer could
not caonceive the economic assimilation of India an& the other paris of
the British Empire.

““To deal with Canada or Australia on the one hand, and with
India or Ceylon on the other, as united with us by the same relations,
and capable of being dealt with in the same manner is,’” said he,
*‘to confound things which are really distinct. Even in our purely
commercial relations with these different countries there are great
differences, and in all the political relations by and through which
the proposed new commercial policy is to be carried out the differences
are still greater. There is therefore great reason to view with suspicion
any plan which proposes to apply one and the same policy, and
that an entirely new and experimental policy, to all these different
communities.” 92

The distinction between India and the other parts of the Empire
was a fundamental postulate with Marshall alsa.

In 1908 Marshall, rewriting his Memorandum of 1903 on the Fiscal
Policy of International Trade, concludes against protection for
England as follows : “In her case import duties, levied otherwise than
with a direct view 1o revenue, seem tome to have no economic
justification.”” In regard to the Colonies,?® however, young as they

28 Farrer (1504), p. 9,
20 In Marshall's Ianguage the term Golomss inclades the Dominions of
to-day.
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were, he could consider protective tarif to be the “*path of [east
resistance’’ in order to establish new industrial ventures. But in his
judgment differential duties were *‘essentially wasteful’’ and the
aggregate material gain less than the aggregate material loss. From
the point of view of mercantile bargaining he believed that the best
preferences which the Colonies could offer to England would be of
but very moderate advantage to her in her present phase.”” And
finally, he emphasised the distinction between India and the Colonies
on the grounds that India was the ward of England, that India was
poor while the Cojonies were rich, and that India’s commercial policy
had been generous.?® In his analysis, therefore, the best economic
policy for England could not be identical with that. for the Colonies,
nor could that for the Colonies be the same as that for India. Here we
meet Farrer's arguments for free rade and against fair trade in & round-
about way.

And we realize once more how technocracy and legal develop-
ments have conspired to bring about conditions in whick by 1932
the statesmen of the U. K. considered it expedient to establish [ndia
and the Colonies (as well as the Dominions} under the same

treatment,

80 Moarshall: Memorondunt on the Fiscal Policy of Internalional Trads
(London, His Majesty’s Stationery Office 1908), pp. 28-20. :
10



Chapter VI
IMPORTS INTO INDIA UNDER I";REFERENGE

1 Proforence without Protection

It is now time to consider the economics of preference with reference
to the import trade of India. The first consideration in connection
with the articles of the Ottawa Agreement consists in the fact that
preference is not identical with protection. The economics of
preference cannot be the same as the economics of protection. The
two issues are separate. By the introduction of Imperial preference
the Indian tariff has not been rendered protective. The Act of 1932
does not seek to protect any Indian industry. The only object of the
Act is to enable India to prefer certain foreign goods to certain other
foreign goods. But there iz no attempt to add to the protective
measures already in force. As importer, i, e., consumer of foreign goods
India is not therefore to submit to the economic consequences, so far,
for instance, as prices are concerned, of a system of protective tariff.

As a rule, protection is introduced with the object of helping certain
weak, i. e, economically more or less unpaying industries up against
some well-established foreign competitors. It is evident that the
foreign industries are in a position to deliver the goods at a lower level
of prices than the home industries, which, by the nature of the case,
are too inefficient to compete with the former. The home goods can
compete with the foreign goods on the home market only if extraneous
help in the form of protective legislation comes forward to compel
the latter to enter the market at a higher than their own price-levels.
The difference between this artificially raised level and the natural or
original price-level of the foreign goodsis a measure of the relative
weakness, ineficiency, unpaying Character etc. of the indigenous
industries. It is more orlesa to the extent as measured by this difference

that the price-level is automatically raised on account of protection,
It is the higher prices engendered by import duties that enable the
home industries to cover their original weakness and inability to
compete. But the community s consumers is compelled to pay a
higher price because of the import tariff,

The rise of prices is an inevitable effect of protection. But prefer-
ence by itself is not necessarily protective and cannct automatically
lead to a rise in the prices of imports. Should preference happen to be
combined with a second element, namely, protection, the question of
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a rise of prices may assume an important character. But then therise of
prices would have to be attributed to protection and not to preference.

2 Proference=Schedules

The custorn tariff on imports as in operation on April 8, 19322 i, e.
previous to the enforcement of the Ottawa proposals may be seen as
follows : —

Part |. Asticles which are free of duty.

Part 1. Articles which are liable to non-protective duty at special rates.

Part lIl. Articles which are liable to duty at 24 per cent ad valorem.

Part IV, Articles which are Liable to duty at 10 per cent ad valorem.
Certain items in this schedule are liable to an extra duty of 2}3 per-
cent from March {93]. But with an additional surcharge of 25 per
cent on the original tariff the actual rate is 15 per cent ad valorem.

Part V. Asticles which are linble to duty at 15 per cent ad valorern.
Most items in this schedule are Hable to an additional 5 per cent
from March 193]. The additional surcharge raises the duty to 25
per cent.

Pari VI. Articles which are liable to duty at 30 per cent ad valorem:.
Certain items in this schedule are subject to an additional 10 per
cent under the Indian Finance Act 193]. With the surcharge the
duty rises to 50 per cent.

Part VII. Articles which are liable to protective duty at special rates.
The import tariff, as it obtaine to-day (previous to the introduction

of preference}, is protective only in one part, namely, Part VII. As for

the other parts, one is duty-free, the remaining five bearing duty, but
all non-protective, These duties, non-protective as they are, may be

conveniently lListed as follows for the purposes of the present study ;-

1. Part II: Special rates
3. PartJIl: 2¢ percent
8, PartiV: 15 .

4., PartV: 25 »¥

5‘. Pm VIZ B0 I%)

The Act of November 1932 does not transfer to Part VIl any of the
articles of previous Parts.® That is, on account of Ottawa no non-pro-

1 Review of the Trade of India in 1831-32, pp. 254-289. For the gituation
in tariff rateg as created by Imperial Preference ses ths velume for 1063233,
pp. 246-280. Parts VIII and IX are sadditions fo the Bchedules and have
reference to preference. The illnstrations in the text with regard to the dichoto-
mies in Parte V. end VI. are 21l to be found embodied in Parts VIO and IX
of the most recent tariff,

2 The Qazette of Inidia, Extraordinary, Oect, 13. 1932, p. 508, Bee the

Bchedules F gnd G on pp, 308404, also p, 348,
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tected articles have been placed on the protected list. What has been
accomplished is, first, a discrimination between goods and goods in
regard to the rates, and secondly, a distribution of the rate in such
a manner as to favour British goods as against non-British goods. This
indeed is the A.B.C. of preference pure and undefiled.

Thuas, for instance, Part V which at present (Nov. 1932) has as a rule
a uniform duty of 25 per cent has obtained the following character on
account of this dichotomy as engendered by preference :

{a) British goods to pay 20 per cent instead of 25 per cent.

(b} Non-British goods to pay 30 per cent instead of 25 per cent.

The duty on British goods has been lowered by 3 per cent and that
on non-British goods raised by the same amount. The diferential
advantage, i. e., preference enjoyed by British goods as against non-
British is thus 10 per cent. Itis to this extent that British goods will
be enabled to compete with the non-British on the Indian market. A
large number of the articles affected by the new ‘Act belongs to this
category.

Similarly Part V1. which bears at present a more or less uniform
rate of 50 per cent has been broken up into two sub-parts as follows : —

(a),. British goods liable to 40 per cent.

{b) Non-British goods liable to 50 per cent.

The duty on non-British goods remains as it 'was while that on
British goods has been lowered by 10 per cent It is within this limit
that the ability of the British goods to compete with the non-British on
the Indian market has heen facilitated or rendered comparatively easy.

On the strength of the differences in rates between the preferred
British goods and the non-British goods such as are discriminated
against, the part of the tarif which is subject to non-protective special
rates, namely, Part I1., will look in a tertain measure as follows :

Articles Dauty on British Duty on non-British
gooda goods
1. (a) Ale beer in bar-
rels : per gallon Re. 0-14-0 Re. 120
{b) Ale beer in bottles
of quart size 0-2-4 0-3-0
2. Perfumed spirit per
gallon Rs. 52-8-0 Rs. 60-0-0

3. {a} Spirit in druga and

medicinas entered

in such a manner

:1; to indicate that

e gtrength is not
tested per gallon Rs. 26-0-0 Rs. 29-0-0

(b} Spirit, etc not so
entered Re. 36-0.0 Rs. 40.0-0
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Ariicles Duty on British Dufy on non~British
goods goods
4. Mineral oil, which
has its Bashing point
at or above 200° F and
is such as is not ordi-
narily used for any
other purpose than
for lubrication

per gallon 0.1-0 0-3-0
5. Shoes 20 per cent 30 per cent
6. Fire-arms Rs. 18-12-0 Ras. 20-10-0
or 40 per ¢ent or 50 percent
whichever is ad valorem which-
higher ever is higher.

7. Motor cars, motor

cycles ete. 30 per cent 371 per cent
8, Motor omnibuses, K

omnibus and lormry

chassis and parts 20 per cent 273 per cent
9. Wirelese reception in- :

struments and appara-

tus 40 per cent 50 per cent
10 Portland cement Rs. 13.12-0 Ra. 1840

When one compares the new tariff under the system of preference

with that as obtaining to-day (Nov. 1932) one sees several things at a
glance : —

1. Preference has not been combined with new doses of protec-
tion.

2. Wherever the rates of duty have been enhanced the incre-

ments {e. g 5 per cent) are almost inappreciable and likely
to leave hardly any influence on consumers.

3. The range of discrimination, i. e., the extent of preference, viz.
7% to 10 per cent (as a rule} is rather narrow. -

The Act does not seek to exclude non-British goods altogether
and does not confer a monopoly on British goods, as the differences
between the rates are not very high. The discrimination against non-
British goods is indeed so slight as hardly to be felt by the interested
parties. The guestion of a prohibitive legisiation against them
does not at all ariae.
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It is very important to call attention to these features of the
preferential tariff, while examining its economic conseguences,
especially from the standpoint of price levels, An objective analysis
reveals that so far as the price-situation is -concerned, the discrimina-
tory or preferential rearrangement of the rates of duty ae such is not
likely to call any circumstances into existence unfavourable to the
Indian consumers. i

One may attend to the question of monopoly a little further. Even
supposing that Great Britain obtained a monopoly for some of her
goods on the Indian market by legislative action it is normally
unthinkable that she would dare raise the prices to unholy heights.
It cannot be the interest of British producers as sellers in India to
screw the prices up to higher than the consumer can bear. The
purchasing power of the consumer as well as the desire to obtain the
highest net profit from the zale of the goods in question would set the
natural limits to the monopolists’ ambition to export exorbitant prices,

3. The Spocial Case of Galvanized Steel Sheeat

From 1927 to 1932 the import of galvanized steel sheet into India
was subject to a protective duty, which, at first Rs. 30 per ton, was
subsequently (in 1930) raised to Rs.67 per ton. There was no
preference and Tata steel {galvanized sheet) was protected as much
against Brifish as against non-British steel and to the same extent. It
is worth while to note that in [930-3]1 Tata produced 23,433 tons and
'in 1931-32 28,671 tons of galvanized sheet.®

“Under the same conditions of temperature and pressure’”, to use
this phrase over again, British steel failed to compete successfully
with Belgian stecl and was indeed being displaced from the Indian
market, The trend of the international competition in galvanized
sheet can be seen in the development of Indian consumption from
1921 to 1932 as exhibited in the following record of imports
{ in 000 tons ).*

Yoar Qreat Britain Belginm QOther Countriea Total
1921.22 83 » ] 88
1922-28 114 4 B 122
1928-24 159 » ] 165
1924-26 205 1 8 209
1925-26 273 g 283
192627 249 1§ 18 275
1927-23 208 23 12 332
1928-29 286 32 8 324
1923-80 . 260 61 7 258
19580-31 80 48 8 147
1831-82 58 27 2 84

8 Annual Report, p, 7.
¢ The Gaxzelte o} India, Extracrdinary, Oct. 13 1032, p. 364,
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Down to 1924 Belgium was unknown on the Indian market and
Great Britain was virtually the exclusive supplier of India. This
monopoly position of Great Britain has been rudely shaken in recent
years on account of Belgium's intrusion. The situation of the last
three years can be examined in the following percentual relations
bearing on each country's share of the total supply :—

Cauntry 1925-30 1930-31 1931-82
1. Great Britain 775 61-2 65-4
2. Belginm 97 32:6 21
8. Others 128 62 25
Total 1000 100-0 100'¢

‘In the course of seven or eight years Belgium has captured some
32 per cent of India's import trade in galvanized sheet. Almost the
entire ground has been lost to her by Great Britain.

In accordance with the supplementary provisions of the Ottawa
Agreement the import duty on galvanized sheet has fnally been
rendered preferential. The non-Empire sheets are to be charged at
Rs. 83 per ton. The preference to be enjoyed by the British sheeta
ie to be of two grades : —~

{I) Rae. 53, should the British sheets be made from Indian (Tata)
sheet bar ; the duty being Rs. 30 per ton only. '

{2) Ras. 30, should the British sheets be made from non-Empire
(Belgian, Continental) sheet bar, the duty being Rs. 53 per ton only.

This is an instance of preference in addition to protection. The
old protection has been preserved so that the Tata manufactures-do
not suffer. The novel feature is the differential treatment between
two kinds of foreign sheets, British and non-British. The British
sheets are required to pay lower duties than the non-British. Now,
the ingredients of British sheets are twofold in nationality. A part is
made from Indian sheet bars, and a part from Continental, especially
Belgian. The duties are so regulated that the Belgian-British sheets
have to bear more than the Indian-British. So ultimately those sheets
of British origin are the most favoured or preferred which are made
from Indian sheet bars. It will be recalled that exports of Indian
sheet bars enjoy a preference on the British market. One understands,
therefore, that in offering preference to British galvanized sheet India
is to a great extent offering preference to Tata. The tarif mechanism
is interesting because here we have the expansion of the Indian
market for British steel (sheets) rendered possible by the expansion
of the British market for Indian steel (sheet bars). The steel industry
of India is being promoted, perhaps even saved, by the same process
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as, and along with, a part of the steel industry of Great Britain. A
more direct example of mutuality or recipracity in preferenhal
relations is hardly conceivable.

All the other cases of preference on Indian imports discussed up
till now are cases of preference pure and simple. That is, they are
not cases of protection. In those instances, i. e. in the entire tariff
under "the preferential system excepting the one on the import of
galvanized sheet the prices as such remain unchanged or rather do
not necessarily have to go higher. But in regerd to galvanized sheet
the new factor or rather the factor in operation since 1927 and 1930,
namely, protection, has its part to play. The rise in prices of galvaniz-
ed steel is a first consideration. Indeed, it ia only on that basis that
the Tata enterprise can function. It has beenconsidered to be a function
of the Government of India to see to it that non-Empire sheets be not
presented at the Indian ports at lower than the prices on which the
present calculations have been made. The prices will have to be
kept at a level at which the Tata and the British companies do not
incur a loss.

4 Indian Steel Industry under Preference (1927-32)

Under the Steel Industry Protection Act {1927) British steel enjoys
preference to the extent of 14 to 22 per cent according to the prices
prevalling in 1931-32.°

The system of preference has not been able to exclude non-British
iron and ateel goods from the Indian market. The preferential tariff was
introduced in'1927. In order to understand its consequences we shall
place the figures relating to the imports of iron and steel {including pig
and old iron) at different dates previoue and subsequent to this year.
In the following table the fgures are being shown under two
keads, British and total ; both absolute and relative :*

“Year Absolute Percentage
Total Britisk British Nor-British

1913.14 1,01,000 609 8558 40-2
1920.21 712,000 498 700 36-0
1921.22 £13,000 280 457 543
1922-23 746,000 358 481 51D
1824.25 868,000 439 505 495
1926-27 845,600 408 481 51'9
1927.28 1,197,000 685 57-2 428

. 1928-28 1,170,000 630 555 45
1929-30 973,000 4568 449 50-1
1930-81 614,000 2606 438 56-2
131.32 871,000 164 443 568
8 Review of the Trade of India in 193132, p. 50, 193283, p. bl.

E Gazslte, p. 371
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It is to be observed at the outset that since 1929 there has been
a steep fall in absolute figures both British and total. This is but
another mark of the world-wide economic depression. But, for
our present purpose the most important items to observe sre
(1) that the fall in the non-British figures is not as great as that
in the British and {2} that the relative position between the non-
British and the British has changed in favour not of the latter but
of the former.

We notice that the British share in the total imports could not
be raised by the system of preference up to the height of
1920.21, viz., to 70 per cent, nay, to that of 1913-14, viz., 59°8 per cent.
Rather, the British share has been going down since the year of the
preferential tariff. Erom 57°2 per cent it has fallen to 44'2 per cent.
And on the other hand, the non-British element has risen from
42'8 per cent to 55°8 per cent during the same period. It is interest.
ing to observe that even while there was no discrimination against
them the non British goods never could command such a high per-
centage of the total Indian imports as in 1931-32, namely, 55'8 per
cent. Nothing proves more emphatically that preference does not
necessarily spell monopoly, exclusion or prohibition.

No less interesting are the price statistics” so far as the imports
are concerned. The following table gives th ® figures:

Yesr Per Ton
1013.14 : Rs. 157
1526-27 : 108
1927-28 : e - “yen 179
192829 : . n . 178
1928-3C : wn 177
1830831 : e es 177
1831-32 : 170

There is nothing to indicate that preference leads automatically
‘to a rise in the price level. The fall since 1927-28 has been a marked
feature. This, however, need not be associated as a matter of
course with the preference itself, since the diminution in prices is
mainly but a sign of the depression referred to above.

§ Indian Cotion Industry under Preference (1330-32)

It is possible to watch the effects of Imperial Preference on the
imports from non-Britieh countries into India in regard to another
class of goods, namely, the cotton piece-goods. The new tariff
was introduced in 1930. The Cotton Industry Protection Act [ 1930 )
gave the U, K. a preference of 5 per cent. [t was later raised to 6%

7 Heview of the Trade of India in 1928-29, p. 200; in 1031-32, p. 220,
11
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per cent. Or August 30, 1932 the preference was rasued to 25 per
cent for a period of seven months.?
The pre-tariff and post-tariff situation can be emua&ged below :®

Year Fotal Emporks in yds. Britisk~  Percentage of
’ { Grsy, White and Coloured ¥ British to Total
Post war Average 1,861.876,000 1,198,041,000 88-7.
182880 1,888,000,000 1,236,000,000 85°8
103031 883,000,000 521,000,000 BoqQ
193182 752,000,000 877,000,800 561

Itiz to be noticed that the preference has failed to exclude
non-British goods. In this instance, again, as in others, the total
imports have declined, for instance from 1,883,000,000 yds. to
752,000,000 wda. on account of the world-crisis. The decline has
affected the imports from Great Britain also. In September 193}
she went off the gold standard and the price at which she could
offer her goods in the Indian market was more favourable to the
purchaser than that at which the gold standard countries, e.g., Japan,
could offer. But neither preference nor the additional facility offered
by currency considerations has succeeded in arresting the decline
of imports from the U, K. On the contrary, the rate at which
the U. K. has declined on the Indian market is higher than that
at which non-British countries have declined. In 1929-30 the British
share of India’s total imports of cotton manufactures was 65°6 per cent
leaving 34'4 per cent to the rest of the world including Japan. But
in 1931-32 it was 50’1 per cent enabling the rest of the world to
command 499 per cent. In other words, the non-British element
in India’s imports has increased during the last four years inspite of
the tariff discriminating against them, which is as follo

1. Plain grey:
i British! 20 per cent ad valorem or 32 annas per
pound, whichever is higher.
ii Non-British: 25 per cent ad valorem or 3); annas
" per pound, whichever is higher.
2. Others:
i British: 20 per cent od valorem.
ii Non-British: 25 per cent ad valorem.

Imperial preference as such has failed to treate a monopoly for
British goods or to exclude non-British stuff from the Indian market.
As for the effects of preference on price we are not taught by
past experience in regard to cotton manufactures to believe that the

8 Goasite p. 371, '® RTI in 198152, pp. 26, 216, 269.-
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onsumer inevitably suffers . The prices per yard of British cotton
goods were declared to be as follows*®:—

Dato Grey White Loloured
R.s. p. R. s p- R. a. p.

1981 April o8 0 08 2 0 41
1932 March 0 27 03 2 0 4 8
I931—32 Average 0 2 7 o 8 2 0 4 2

With these British prices may be compared the pre-preference
prices. Thus we have the following figures?? :—
Goods 1025-28 1926-27 1927-28 1928.28 1931.32

R. 8. p. B.a. p. R.a. p. HR.s p. R.s. p.

Grey 0 4 12 0 4 2 0 8 11 0 3810 0 27
White 05 8 ¢ 411 04 "5 g4 56 0382
- Coloared 06 11 06 2 65 7 06 @& 0 4 2

The trend has been on the decline since 1925-26, and indeed
since 192122, It is the same decline that has been maintained
under preference conditions also. Preference cannot be charged
with having worked against the consumer.

6 International Competition in indta:i Market

We understand, first, that preference by itself does not :nvolve
protection and that in the present instance the Act does not commit
India to fresh doses of protective duty. In the second place,
preference is not necessarily identical with the exclusion of certain
foreign goods or with the grant of monopoly to a particular foreign
country. The provisions of the Act, besides, contain nothing to
indicate that exclusion and monopoly are in contemplation. The
preference can serve but to change the direction of India’s import
trade. The Act contemplates that India should buy relatively more
from the United kingdom than from non-British and non-British Empire
countries. This, indeed, is the very definition of the preferential
system. What is expected is thus chiefly a transfer in the source of
our imports from one foreign region to another foreign region. There
is no competition between India and the U. K. involved in those
transactions. [t is assumed that India has and will have to buy a
certain volume of foreign goods. Those foreign goods have to
compete with one another on the Indian market. The facilities
accorded by the legislation to the U. K. and the British Bmpire
enable them to compete with non-Empire sources on easier conditiona.
The favoured countries are thereby enabled to increase their percen-

18 BTI (1931.89), p. 27. - « 11 RTI (1928-29), p. 18.
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tage in the Indian import trade. OF the foreign goods entering
the Indian ports the share of the non-Britich is likely to fall and
that of the British to rise.

{a) British Decline ;n Indian Imports

The trend of the competition between the U. K. {as well as the
British Empire) and certain non-British countries on the Indian market
can be easily grasped from the following hgures indicating the per-
centage of each in India’s imports :—

Period United Total Brit. Ger- U.S. Japan Belginm France Iialy Nether-
Kingdom Empire many lands

1. Pre-War

Averags 62-8 69 é4 81 25 19 15 10 o9
2. War

Average &85 54 07 70 1004 03 13 12 08
8. Post-War

Average 578 85-2 28 85 &9 i8 0.9 i &8
4,1927.28 477 548 61 82 72 30 1-7 2-7 1'9
5. 1928.28 447 64.1 63 68 7D 28 1-9 29 19
6. 193031 3732 461 76 2 &8 28 19 27 20
7.1981-32 855 448 &t 102 108 24 17 2-8 i8

The share of the U. K., in India’s import trade’? has come down
steadily from 62’8 per cent in prewar vears (1909-14) to 35'5 per
cent in 1931-32, The command of the total British Empire over the
Indian market has likewise declined from 69°7 per cent to 44'8 per
cent during the same period. The decline is very steep.

As for some of the non-British countries it appears that France's
share has fluctuated more or less uniformly round about 1'5 per cent.
It has never been able to go beyond 1"9 per cent. France as a supplier
of goods for the Indian market has not been able to make any men
tionable inroads. The U. K. can, therefore, virtually ignore France
as a competitor. ‘

But in regard to several countries the expansion at the cost of
the U. K. and the British Empire ia tremendous. We may take,
first, the humbler trio, Belgium, Italy. and the Netherlands, None of
these three has been able in the course of the last twenty five years
or 3o to go beyond the 3 per cent limit. But each has succeeded in
increasing her quota in considerable proportions. Thus:

1. Netherlands (193)-32) 1'6=1'77 Netherlands {1909-14} 0'9
2. Italy (1931-32)2'8=2"8 Italy {1909-14) 1'Q
3. Belgium {1931-32) 2'4=.1"26 Belgium (190%-14) 1'9

13 RTI 102820, p, 171, 193182, p. 151, 193233, p. 183,
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While France has remained more or less stationary, Belgium has
advanced 1'26 times, the Netherlands 1'77 times and Italy 28 times.
From negligible proportions each has indeed been able to rise to
considerable dimensions among the suppliers of foreign goods for the
Indian market. .

We may now examine Germany's share in Indian imports from
the viewpoint of British competition. During 1909-14 Germany (6'4)
alone was greater than Netherlands (0°9), Italy (10}, France (1'5) and
Belgium {i{9), all four combined. In 1931-32 these latter have at
last been able to catch up to Germany (8'1) and indeed go beyond
the German level by (°2 per cent. It is, however, not the volume of
Germany's supplies to India that is a source of anxiety to the
U. K. but the rate at which Germany has succeeded in expanding
on the Indian market notwithstanding her post-war political and
financial troubles, The following equation describes the situation :—

Germany {1931-32) 8'1 =1"26 Germany (1909-14) 64

At the latter date Germany has become 1°26 times as strong in
India as in pre-war years.

More phenomenal than the expansion of Cermany, however, is the
expansion of the U, 5. A. and Japan. The pre-war average of these
two countries combined (5°6 per cent) was considerably less than that
of Germany (6'4 per cent). During the war Germany was naturally
unrepresented on the Indian market, accounting for only 0°'7 per cent.
But the U. S. rose precipitately from 3° to 7 per cent and Japan from
25 to 10’4 per cent. The two together (17°'4 per cent) represented an
expansion of 11°8 per cent. And this waz much more than the loss
sustained by Germany, namely, 57 per cent. The U. 8. and
Japan stepped not only into Germany’s shoes but made up for the
losses of many others as well. For example, the gap in the Indian
import market on account of the British Empire’s decline from 69°7
to 65'4 per cent was likewise flled in by the U. S. and Japan. Down
to 1931-32 the U. S. have steadily forged forward with slight
reverses once in a while up to [0°2 per cent, while Japan inspite of
several set-backs from the position of the war-period has finally
recovered it with 1076 per cent. In 1931-32 the U. S. and Japan, each
was more weighty in India than Germany, and the two together
were really more than 2'5 times the latter. As for the progress of
each country, the following equations embody the actual situation : —

I U.S. (1931-32) 10°2

=329U.8S.(1909-14) 3°1
2. Japan {1931-32) 10°6
=424 lapan{ 1909-14) 2°5.
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The U. S. have grown 3°2% times and Japan 424 times during
this period. From the standpoint of international competition on
the Indian import market the UL XK. has suffered therefore more
from the conquests of the U. 5. and Japan than from those of
Germany.

The British losses during the period can be eassily measured.
The U. K. has lost 62'8-355=27"3 points while the entire British
Empire 24’9 points. As these points have been lost to the non-
Empire countries the Imperial Preference Act of India is seeking to
recover some of the lost ground for the U. K. and the Empire by
bestowing special favours on them. The object of this legislation can
be nothing more or lesa than the eventual elevation of the U. K.
from 35°5 per cent back to the prewar level of 62'8, and, failing that,
to the post-war level of 57'6 or even, say, to 50 percent. Inthe
last case the attempt would involve a rise to the extent of some 15
per cent. Should the preferential system be successful these 15
points will have to be lost by the nen-Empire countriesa to the
U. K. and the British Empire. In other words, there is implied a
simple redistribution of the sourcer of India’s imports. The total
volume of imports does not have to be affected by the sheer fact of
preference.. .

It was but a windfall that Japan and the U. S. enjoyed on the
Indian market during the Great War. The losses of the U. K in this
regard were accidental. And since once new suppliers are established
in a market it is dificult to oust them, the U. K. has continued to play
a relatively humbler role. That is why a fegislative action is calculated
to help her up to a certain extent in order that she might recover a
part of her prewar percentage of the Indian import trade.

{b) The Categories of Coods in Competition

From the subject of the countries which have been competing
with the U. K. let us pass on to some of the goodsin which the
competition is being felt.

The decline in the British percéentage shares of Indian imports is
exhibited below in regard to some of the articles :**

Goode 191314 1927-28 1951-32 Amount of

: Decline
1. Msechin 89°8 788 70-8 19-0
2. Hardwars 572 303 368 20-4
8. Motor Cars

Motor Cycles etc 718 276 811 402

4. Instraments 758 81-2 40-6 257
5. Paper 566 355 . 84 2658
18 RB7L, 1981-83, pp. 135-136 (alsp 1928-29, pp. 119-120), 1932-33, pp. 129-130.
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The U. K.s present decline in reference to the prewar year
is in the sphere of machinery 19°0 per cent, in hardware 20°4 per cent,
in motor cars 40°2 per cent, in instruments 25'7 per cent and in paper
25°6 per cent,

In regard to machinery the U. K. has lost chiefly to the
U. S. which has rizen from 33 per cent to 'l per cent and to
Germany which has risen from 56 per cent to 103 percent. In
regard to hardware the chief winners are Germany which has risen
from 182 to 29°1 per cent and Japan which has risen from 1°5 to 6°1.

On the motor car market the chief competitoris the U. 5. which
has risen from 15°1 to 48'4 per cent. As regards instruments the U. S.
has risen from 8'0 to [7'0, Germany from 82to 165 and Japan from
06to 22. The paper trade is being captured by the Netherlands
tising from 25 to 6'4, Norway rising from 5°0 to 10°4, Sweden from
3°1 to 11°2 and Austria from 8°3 to 14'4 per cent.

In certain other articles the British percentage has declined in
the manner indicated below ;24

Goods Prewar Average 1931-33 Amount of
1. © 544 838 Dag%e
2. Zinepar - 6L e 289 P 382
3. Braes e 527 e 26-3 e 285
4. Cement a8 - on 51-4 813

In the perspectivé of the pre-war average the decline of the
U. K's share in Indian imports is 20°6 per cent in copper, 38'2 per
cent in zinc, 26’5 per cent in brass and 31°4 per cent in cement. [n
copper the U. K. has lost chiefly to France and to a certain extent
to Germany, in zinc to some unspecified countries, in brass chiefly to
Cermany, and in cement chiefly to Japan.

The object of preference is to arrest the decline of the British
percentages in these and other goods. Nay, with this help the
U. K. may find the conditions of competition somewhat easier and
‘she may recover a few points, if not the prewar level, in each sphere.

7 The Price Level as Affccted by Preference

The change in the source of India’s imports cannot then by itself
affect the total volume of imports. Besides, as we have observed at
the outset, the price-level of imports cannot be affected simply
because of the redistribution of their sources. )

It will now be proper to consider in what manner the diferential
tariff is likely to influence the prices. We start with the premise
that by granting the British goods a concession of 10 per cent vis @ vis

14 Calcntts from the figures in RTI., 1931-32 pp. 208994,
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non-British goods the Act seeks to enable the U. K. to compete
with the others on more convenient terms. The British goods are
to enter the Indian market after paying customs duties at lower rates.
It is presumed, therefore, that it will be possible for Great Britain,
other circumstances remaining the same, to place her goods on the
market at somewhat cheaper rates. This relative cheapening
of British goods because of legislative preference is economically
tantamount to what may be described as ‘‘underselling”’ or perhaps
even dumping, The non-British goods are expected to be naturally
at a disadvantage in so far as they have to pay [0 per cent more
than the British as customs duties. The differential tariff will tend to
render the non-British goods somewhat dearer than the British. It is
indeed in so far as the mechanism of price is influenced by the
differential tariff that the Act can achieve its object, namely, the
heightening of the U. K’'s percentage share of Indian importa.

And yetit is extremely difficult to connect price-variations with
tarif.2®* The protectionist tarif of 1892 in France, for instance, raised
the price of meat bﬁt not of wheat, though both were protected. On the
other hand, there was a rise in the price of wool, linen, cotton, jute,
rubber, lead, sodium nitrate etc. although they were not protected while
bread fell in price inspite of protection.

We shall examine how the cheapening, the underselling or the
dumping in regard to the British goods is likely to affect the general
market conditions in India. Let us take two classes of commodities,
one, like machinery, in which the British share is today more than
fifty per cent, actually 70'8 per cent, and another like, say, paper in
which it is 304 per cent i.e. less than half. :

As soon as the U. K. commences placing British machinery
on the Indian market at cheaper prices, the consamer will be auto-
matically drawn away from the American and German goods to the
“preferred” i.e. the British. But other circumstances remaining the
same, both the U.5. and Germany will atfempt to keep aslarge a
part of their present shares as possible by lowering their own prices
in order to come down to the British price-level. It is the lower, viz,
the British price that will regulate the machinery market in India.?®

15 Avgier and Marvand: La Politigue douanidre de la France, pp. 60-61.

18 The situstion is ontirely ccontrary to ths position fakem by Pigou in
FProtective and Preferentio]l Import Duties (London 19068} where he assumes that
the effect of preferemce is to raise the price. There he i3 interested mainly in
the analysis of the extent to which the prices are likely to rise (Pages 58,
80, ©4). .
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The general scramble for the lowering of prices that will ensue is
likely to induce a somewhat enlarged demand on the part of con-
sumers in so far as the demand for machinery is elastic. Altogether
the consumers stand to gain in price. [t ia not unlikely, besides, that
India will be tempted to buy more machinery than before. The
U.K. is expected to increase her sales. The only parties - to suffer
in the transaction are the U. 5. and Germany, especially in regmd
to those categories of machinery on which it is economically difficult
to charge lower prices without incurring serious loss. But since the
U. S. is represented by 11'3 per cent and Germany by 103 per cent
only, the interests involved are not very considerable ; and their
loases, in 8o far as they are realities, are not likely to be heavy.
Under these conditions it is problematic if the U, K. can rise
more than seven to ten points from 70°8 per cent. But even this rise;
small as it is, would be something substantial to the British economy.

In the case of paper, again, the price level of all imports will be
set by the goods that are underselling, i.e., by the British goods. In order
to retain their holds on the Indian market the Netherlands, Norway,
Sweden and Austria, all four will ind it expedient to lower their
prices. And since the percentage share of each is rather amall, the
Josses of each, should there be some on accounf of the compulsory
reduction of prices, are likely to be inconsiderable. Those suppliers and
those categories or qualities of paper which can hardly bear the lowe:-
ing of prices to the British level will naturally have to retire in favour
of those that can. Altogether, in paper as.in machinery the U, K.'s
share is likely to increase, although it is hardly likely to be much.

In every instance the amount of rise will depend, first, on the
quality of goods, secondly, on the capacity to compete on the part
of the non-British countries between themselves in regard to the
lowering of prices, and last but not least, on the ability of the
U. K. herself to supply an enlarged market. The extent of recovery
can therefore hardly be foreseen.

But in any case we should be theoretically prepared for the
extreme consideration, namely, that the cheapened British goods may
reach once more the pre-war level of percentage and that the entire
amount of decline may thereby be recovered from the competitors.
In that eventuality also it is not the Indian consumer that suffers. We
have here instances in which the U, K. gains not at india’s cost
but st that of non-British competitors and India gains simultaneously
with the U. K. This is an aspect of Imperial preference on which
adequate attention deserves to be bestowed.

In the case of protection it is the ‘‘protected,” i. e., the more

12
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expensive indigenous or Swadeshi goods that dictate the market price.
The foreign goods are therefore compelled to become expensive.
Altogether, the. consumers have to bear the loss as measured in
kigh price.

lIn- the case of p:eferem:e. it is the- “‘preferred,’” i.e., the
favoured, the cheapened, the underselling, or the dumped goods that
determine the market price. Since there is no protection, the question
of Swadeshi goods and their prices does not arise and may be left
alone. But those foreign goods. that come from the unfavoured, the
maltreated or differentially handled countries, in so far as they attempt
or are economically in a position to retain their share of the market,
are compelled to lower their prices to the tune of the cheapened goods
kelonging to the preferred foreigners. In this instance, therefore, one
set of foreigners tends to lose to another set of foreigners, the indige-
nous consumers remain unaffected in the process. Rather, on
account of the cheapening engendered by preference it is not unhkely
that they gain somewhat in-the prices of their total imports.2”

8 Japan, U. 8. and Germany in India

The question of losses likely to be sustained by the three countries
deserves a special analysis. To begin with Japan. The most
important imports into India form Japan are the cotton manufactures.
Their position in the total imports from Japan is indicated below.*®

Prowar Averaze 1029.30 1930-31 19%'[8-32-

Ras. Rs. Ra.
1. Cotton Manufacture

inoluding hosi 7961,000 157,417,000 77,576,000 87,892,000
g. a('oaa.i Tmports o) 86,435,000 235,355:000 145,110,000 133,397,000
, 8.. Percentage of 1. to 2. 218 £6-7 34 509

17 The standpoint taken by the present suthor shounld appear to furaish
ohjective material for the analysis of preference vs. eoqual tariff presented by
Mazsei: “Kritische Betrachiangen zur neureitlichen Zollpolitik” in Wellwirt-
achaftlickes Archiv (Jena) for April 1533, p. 419 (eec. § and §). Bué his concep-
tion of the probable lessas to the third party (p. 423) is mot acceptablo
in z0 far a3 long period values are concerned.

According te the Indian Fiscs! Commission {1921.22) preferential duty is
likely to raise the price love] and thue hurt the consumer ustil and unless the
t'whole market’’ be capiured by the proferred goods. The members of the Com-
mission -approached the problem from the standpoint of protection and indeed
found many pointa of analogy between protection and preference. The argument
advanced in the present study is ontirely different from and is of couree at funda-
mental varisnce with the reasoning and conclusion. Bea Beport (Calentta 1922),
pp. 125-127.

18 HTi., 1631-33, p. 210;1032-38, p. 202,
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The cotton goods constituted 21.8 per cent of India’s imports from
Japan in prewar years. During 1929-30 it rose up to 66.7 per cent. In
1931-32 it was 509 per cent.

Against the inroads of theze cotton manufactures India has had
a protective-cum-preferential tanff since 1930. So far as the present
Imperial Preference Act (Ottawa) is concerned it does not interfere
with the operation of the Cotton Manufactures Act. Nor does it impose
any additional duties, protective or non-protective. From the present
analysis, therefore, the cotton manufactures may be excluded.

The most important single item of import from Japan that is affected
by the Imperial Preference Act is the silk goods of all sorts, as.
indicated below :—

Pro-war Average 1928.30 188132

Ras. Rs, Ha.
1. Artificial Silk x 14,547,000 21,626,000
2. Silk Manufac. 18,145,000 16,024,000 8,588,000
Total ... ae 13,145,000 30,571,000 81,225,000

On all these goods British imports are to enjoy a preference of 10

per cent ad oalorem-
Among the imports from the U. S, A the more important items can

be ringled out as follows :—

Pre-War Average 1829-30 1931-32
Rs. Bas. RBas.

1. Migeral Oils 21,966,060 31,207,000 31,564,000
2. Raw Cotton 2,772,000 1,859,000 22,357,000
8. Machinery 2,456,000 17,522,000 12,211,000
4. Motor Cars 849,600 44,491,000 106,735,000
5. Ilnstruments 586,000 7,835,000 5,380,000
4. Total Imports from ‘

the U. B. 44,903,000 176,815,000 128,362,000

Of these items raw cotton may be left out of consideration as it
is not included in any of the schedules of the Imperial Preference
Act. [t bears & non-protective duty of six pies per pound according
to the existing tarif which still holds good'® {No 41A Partll of
Import Tariff). All the others are on the preference list. The prefe-
rence on mineral oils, machinery and instruments is to be 10 per cent,
and on motor cars, etc. 7% per cent. The four items alone make up
some 50 per cent of the total imports from the U.S. And there
are other items. The U.S5. is therefore in for landslides in the
Indian market. )

19 KTi., 19313, pp. 209, 258, 193295, p. 197.
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The more important imports from Germany are the following : 9°

Pre-war. Average . 1920.30 1631-33
Ra. Rs. Rs.

1. Dyeing substances 8,740,000 12,852,000 17,136,000
2. Machinery 3,027,000 17,379,000 111,227,000
3. Hardwars 5,724,000 18,531,000 7,585,000
4. Brass ' 158,000 12,544,000 7,044,000
5. Instruments 1,357,000 7,715,000 6,142,000
6. Chemicals 1,062,000 4,377,000 4,655,000
7. Drugs and Medicines 618,000 4,061,000 4,277,000
i8. Iron or Steal 8,697,000 7,916,000 4,108,000
}3. Total Imports | 93,556,000 157,921,000 101,984,000

Dyeing substances are exempt from the preference tariff.

Each one of the other items as well as many of those not mentioned
in the above table are to be found in the preference list with the
exception of manures, sugar, clocks and watches and a few others.
Should the preference tarif work successfully, the chances of German
manufactures losing a part of their markets in India are great.

9 influence of Preferenco on Customs Revenues

We shall now examine Imperial Preference from the standpoint of
the revenues of the Customs Department.

The Act has not added any new category to the schedule of goods
such as are duty free. The Customs revenues cannot therefore suffer
in this regard.

The Act has not changed the number of dutiable goods. The
goods that have been dutiable up till now will remain dutiable in
futwre also. On this count, therefore, there cannot arise any dimine-
tion in the earnings of the Customs Department.

" Finally, the rates of protective duty remain untouched as also the
goods protected. The revenues from import tarif cannot therefore
be affected in any manner under the new Act, in so far as protection
is concerned.

We have cbserved that in regard to all those categories of goods
which will submit to the preferential tariff the rates of import duty on
Empire goods have been lowered by 5 per cent while those on non-
Empire goods raised by 5 per cent. It is proper therefore to examine
to what extent the lowering of rates on PBritish goods may affect the
customs revenues of India.

Suppose there is an import valued at Rs. 100 with a general non-

20 RII., 103132, p. 197; 1832-03, pp. 190-160.
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protective tariff of, say, 25 per cent ad valorem on all goods, Empire
and non-Empire, entering India. Let us assume that Rs. 40 worth of
imported goods are Empire goods and Rs. 60 non-Empire. Then the
income of the Custome Department will be as follows :—

Origin Value Imporied Duty realized @ 26%
1. British Rs. 40 Ra. 10
2. Non. ire s &6 » 18

Total s 100 u 26

The earnings of the Customs Department amount to Rs. 25.

Let us now introduce Imperial Preference into this system. We
shall assume that British goods will be charged 20 per cent ad valorem
and non-British goods 30 per cent ad valorem.

There are four cases possible as a result of preferential tariff.
Firat, the proportion between British and non-British goods may re-
main as it is, namely, 40:60. Secondly, the British proportion may
rise at the cost of non-British, say, up to 50 per cent. Thirdly, the
British proportion may exceed the 50 per cent, and say, go up to 60
per cent. Finally, the British goods may cover the entire Indian
market, excluding all non-British goods and enjoying a complete
monopoely. . -

In the first instance the financial situation -will look like the

following :

Origin Valuse Imported Duty realized
1. Empire Rs. 40 e Rs. 8@ 20 p.e.
2. Non.Empire - Rs. 60 Rs. 18 @ 30 p. o.
Total = ... Ras, 100 _— Rs. 28 :

The earnings of the Customs Department amount to Rs. 26, 1. e.
one Rupee more than under the existing non-preferential tariff,

The second instance will create the following situation :—

Origin Valze Imported Duty realized
1. Erwmpirs Rs. 50 Rs 10 @ 20p.c.
2. Non-Empire . Rs. 50 Re.15 @ 0p.o.
Total - Rs. 100 Rs. 25

That is, when the British goods vis avis non-British goods exhibit
the 50:50 relation the customs revenues under the new preferential
system vemain as much as under the non-preferential, There ia neither
gain nor joss so far as the public finances are concemed. '

Under the third assumption we shall have the following picture :

Origin Value Imported Duty realized
1. Empire Ra. 60 He. 12 @ 20p. c.
2. Non-Empire Rs. 40 Re. 12 @ 30 p. 0,

Total . Rs. 100 e Rs. 24
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.In this instance the customs income is Rs. 24, i. €., one Rupee less
than under .the -existing .system. As soon as the Dritish share
exceeds 50 per cent the Customs Department has to bear a loss.

This is further exemplified in the fourth instance, as follows:—

_ Origin ¥alue Imported Duty realized
;. Emplgre . e %s. é%{}.o . %:. 20 20p.c
3 cu-Empire 8. . 0-0-8 p. C.
Total Rs. 100 Ra. 20 e

The duty realized by the Customs Department when nonEmpire
goods have been excluded and entirely replaced by Empire goods ie
Rs. 20.

The diverse cases may now be placed in one table as follows : —

Tariff Percentages of Imports Inea%e of Customs
N epAar t
1. Noe-Proferential: 35% bmen
ad valorem .Empire 40% Non-Empire 60% Rs. 26
2. Preferential 20% on
British, 30% on non-
British 1. Empire 40% Non-Empire 60% .5 B
2. Empire 50% Noa-Empire 50%. s 25
8, Empire 60% Non-Empire 40% a 24
4. Empire 100% Non-Empire 0% v 20

In the perspective of the non-preferential tarif we have then really
two different groups of situations under the preferential system :—

{1) The Customs Department loses in revenue if and as long as the
imports of British goods exceed 50 per cent of the total imports.

{2) The Customs Department gains in revenue if and as long as the
imports of British goods remain below 50 per cent of total imports.

In other words, Imperial Preference by itself cannot lead o a
reduction in the revenue of the Customs Department. The financial
consideration is entirely dependent on the proportion between the two
categories of foreign goods that is .established as a result of the com-
petition. Taking the proportion of 1931-32 we get the following figures
for the U. K. in regard to certain itema®* :—

Hegion or goods Porcentage of

total imporis
1. United Kingdom 355
2. ‘I'otal British Empire 448
a, Hardware 388
4. Motor Cars efc. 811
§. Paper 304
8. Imstruments 498
7. Liquore 608
8. Machinery 708
8. Cepper 338
10, Zinc 289
JI. Brass 282
12. Cement §1-4

g1 HTI., 193132, pp. 135-138, 191; 103233, pp. 128-130, 185-188.
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The table indicates that generally speaking the U. K. has scope
to expand considerably from 35°5% upwards in order to reach a point,
namely 50%, at which the customs revenue begins to diminish. Indeed it
is doubtful if in spite of preference the U. K. can come up to the 50
percent level. There is therefore hardly any likelihood of the Customs
Department losing in revenue. The same observations are to be made
in regard to the expansion of imports in hardware, motorcars, paper,
copper, zinc and brass. In order that the Customs Department may lose
in revenue it would be necessary for the imports to expand up to 50%.
The present levels are comparatively speaking so low that one can
hardly expect such a consummation. On the other hand, the four items,
instruments, liquors, machinery and cement which are already at the
threshold of 509 or beyond cannot help inflicting a loss on customs
revenue even if their imports do not expand farther. But since certain
expansion is to be expected the Department cannot but lose on these
counts. But in many of the foreign articles imported by India the
British percentage is considerably below 50 and can hardly expect to
exceed this limit. The total for the U. K. is indeed 35'5 per cent
only. On the whole, then, a loss in revenue should appear to be out of
the question.?*?

22 While discussing the revenue aspoot of preferential duties the Indian Fissal
Commission (1921-22) came in part to the following conolusion:fIf the preferential
rate is & true reduction from the general rats, it is clear that the couniry
granting the preforsntial rate is sacrificing revenns.”” Here, agsin, as in the case
of price-level the Commission is thinking of the preferred goods as having captur-
ed the whole market and is evidantly under the influence of ideas hearing on
protection and exdlusion. Quite different is the ressoning adopted in the present:
study. It is mot the rate on, but the volume of, imperia that determines the
amount of revenue. The conclusion arrived st is therefore substantially diforent
from that of the Commission. Bes Reporf, pp. 127-128.

From the sctual figures available down to April 1034 it appesra thet no Ioss
ia yot in evidence. Ses Group VIE (Duty at 30 per oent or preferential duty
at 20 per cent) and Group VIII (Duty st specisl rates or preferential daty at
fower rates) in “Indisn Custerms Revenue” (Indian Trede Journal, Calcutéa,
May 17, 1934},



Chapter Vil

THE TENACITY OF BRITISH INDUSTRY
AND COMMERCE |

An important consideration in regard to the practice of preference
has reference -to the extent to which the '‘preferred’” country is
capable of delivering the goods for the market, enlarged as it is
artificially by legislative fiat. The U. K.'s capacity for industrial
expansion should therefore demand the attention of the theorist.

1 The Trond of British Exports

The first important item to notice in this connection is thatin
epite of temporary, seasonal and cyclical dislocations or crises the
U. K. has been expanding as manufacfurer. But perhaps more
important for our present consideration is the fact that as exporfer of
“home goods’ also her expansion is equally noticeable. In 1913 the
exports of home goods amounted to £525,200,000.* The Ggure for
1929, the last pre-depression year, was £693,400,000.

British exports at two dates, 1913 and 1923, are indicated below in
the perspective of world-exports:

) 1513 1028
1. Exports of Home Produce
from Qroat Britain £525,000,000 £744,000,000
2. Total World Exports £4,035,000,000 £5,299,000,000
8. British percentags of 3. 130 340

In 1913 the U, K.'s share in the world’s total export trade wan
registered at 13 per cent. Five years after the war when the world was
on the eve of economic stabilization the percentage rose one point
to 14. British tenacity was already in evidence.

The trend during recent years (1924.29} may beseen partly in the
following schedule of home goods exported (in million £s): -

Goods . 1824 1829
1. Barthenware, glaas, abrasives oio. 128 140
9. Nonferrous metals and manufactures thereof 157 18-8

‘Y Zabour Year Book 1930, p. 198. Ses also the chapter on foreign trade
in Bowley: Somse Economde Conseguences of the War (London 1880}



THE TENACITY OF BRITISH INDUSTRY AND COMMERCE o7

3. Cutlery, hardware. stc ¢ U8 9-3
4. Eleotrical goods 107 13'2
8. Machinery 448 544
8. Mansfactures of wood 2:3 30
7. Chemicals, dragy, dyes, and oolours 255 268
8. Leather and manufactures thereof 1 79
8. Paper and cardbord 62 8
10. Vehicles inclading locomotives,
ships and airoraft 29-7 502
11. Rabber manufaciares 38 34
12- Miscellaneous articles wholly or mainly
manufactored 329 3-8

The expansion is to be noticed indeed along the entire front of
exports except in certain branches, as follows (million £s) =

1824 1929
i. Iron and etes! manufactures 742 &80
2. Cotton Yarns and Manufactures 199-2 1354

It is interesting to observe that it is in just these two lines that the
UK. has been anxious to obtain, as she has obtained, preferential
tariff i India. It wasin 1927 that preference was granted to British
steel and in 1930 to British cotton piece goods. The preference has
failed, however, be it noted en passani. to arrest the decline in the
British share of the Indian imports but may to a certain extent have
prevented the situation from being still worse.

Be this as it may, we can single out certain items in detail n
which the expansion of exports is a feature of recent British
trade. The table is given below?®:—

Goods 1024 « 1929

1. Poitery 243,000 tons 252,000 ¢

2. Giass botiles 850,000 gross 368,000 gr

8. Cement 651,000 ¢ 3,082,000 ¢

4. Copper manufactures 62,8001 45,100 ¢

&§. Nickel and alloys £871,000 £1,720,000

8, Boois and shoes of lesather 988,000 1,008,000

dozen pairs doz. prs

¥. Hasts and bonnets 1,204,000 doz. 1,384,000 doxz.

8. Ammonium sulphate 278,000 ¢ $87,000 &

8. Bedium compounda 501,000 & 514,000 &
10. Paints and colours 77,000 ¢ 88,000 ¢
11. Leather 18,400 ¢ 18,306 &
12. Paper and cardboard 238,000 & 252,000 ¢

2 Labour Year Book 1930, p. 202,
I3
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"The developing tendency is exhibited in a special manner by
the lines of pottery, glass bottles, cement, electrical goods, paper,
etc. The increase of exports in the chemical group is more or
Iess general. The U,K.'s capacity to expand in manufacture
as well as export has therefore been in evidence in recent years,
In regard to the export of home goods

U.K.(1929)=T08 U. K. (1924). The trend is upward although
to a very slight extent.

2 The Condition of other Exporting Countries

The U.K.’s industry and trade may now be placed in the
perspective of some of her big rivals in order to understand to
what extent her capacity to expand is relatively worth while in
the race for markets. Let us begin with iron and steel goods.
The exports of the five great powers in this field are being
exhibited below at two dates, 913 and 1927.2:—

Comntry igls 1927
1. Germany 6,562,000 ¢ 4,585,000 ¢
3. U.E. 5,049,000 ¢ 4,268,000 ¢
3. U.8.A ; 8,068,000 ¢ 2,235,000 ¢
4. Belgium and Luxembarg 1,728,000 % 4,978,000 ¢
5 France 1,188,000 & 4,675,000 &

The rnse of Belgium and France as two great powers in the
export of iron and stee] goods is a post-war phenomenon of
extraordinary importance. No less characteristic is the decline of
all the three “adults,” Germany, the U. K. and the U. S. A.
Of these three declines that of the U. K. is the least, as
shown in.the following equations:—

(1 U.K. {1927)=080 U. K. (1913}
(2) U.S. A, (1927)=073U. 5. A. (1913)
(3) Germany (1927}=0"70 Germany {1913}

In a previous connection we have noticed the decline of
the U. K.'s exports in iron and steel goods. It ia worth while
to call attention here to the fact that she is even in her fall in
good company but that she is the most tenacious of all her
comrades. Germany's fall is of course to be explained by the

8 Statistisches Jahrbuch fir die Fisen und Stahl indusirie 1029, p. 177 in
Woytinaky: Tafsachen und Zahlen Europar (Vienna p, 1930), p. 156.
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territorial losses, due to the oprovisions of the Treaty of
Versailles.

In regard to the export of mac!unery the world knows only
three great powers, namely, the U.S. A, Germany and the
U.K. Each one of this trio is an importer as well as an
exporter of machines, but in each instance the expo:te exceed
the imports. It iz on ‘what may be called “positive” exports,
i. e. the balance of exports over imports {in Reichsmarks) that the
ranking of these Big Three is based, as follows®:—

t Country 1928 1927 1928
1. U.8. A, 1,210,000,000  1,358,000,000 1,593,000,000
2, Germany 747,000,000 787,000,000 872,000,000
3. 0O.E, 636,000,000 628,000,000 721,000,000

It appears that in machinery export the U. K. iz the third
power in the world. In 1927 there was a slight decline from the
level of 1926. But the fall was made up ané the level of 1926
exceeded in 1929,

in the field of aniline dyes * ;}e'sitive“ exports on a substan-
tial scale belong only te four countries, the U. K. being one.
The relative position of the Big Four from 1925 to 1928 can be seen
in the following table {in tons )® :—

Country 1925 1926 1927 1928
1. Germsany 35,900 35,300 44,200 49,800
2. U.S5.A 9,100 9,400 9,600 11,700
3. Switzerland 6,500 7,000 8,000 8,700
4. U.K. 5,900 5,400 8,300 8,300

Here also the U. K.’s position is the last. But like the others
she has been maintaining her way upwards inregard to tExe excess
of exports over imports.

it may be presumed that Imperial preference will axd the
U. K. not only to maintain her upward trend in all these fields but
also to raise her position somewhat, if not beyond her rivals, at any

4 Uarkar: Kconomic Development (Madras 1926): pp. 49, 102, 236, 824,
Woytinsky: Zein Jakve Neues Deutschlond (Berlin 1929), p. 74

YFinsncial Germany since Stabilization,”  “The Rig " Five Industriee of
Germany,” and ‘*Aspects of Commercial Germany’ in the Jouwrnal of the Bengal
National Chamber of Commerce Yor September 1928, June 1928, September, 1928,

“Financial and Eecno:_mc Development in Franmce” in the J.B.N.C. for
December 1027,

§ Die wirlschaftlichen Krifie der Welt 1930 {Berlin}, p, 142

6 Tatsnchens, p. 160,
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rate, up to somewhere near them. In aniline dyes she is likely to
catch up to Switzerland, and Germany and the U. S. may come down
just a point or two. In the machinery market it is doubtful if the
U.K. can yise up to the German level but both the U. S. and

Germany may lose some customers to her.

There are certain lines in which the U, K., although a great
power still in “‘positive exports,” has been tending to decline. For
instance, in regard to electro-technical products the Big Three may
be deacribed as follows {in million Reichsmarks)” :—

Country 1926 1927 1998
1. QGermany 383 405 4B7
2. U.B.A. 389 405 437
8. U.EK. 298 288 251

We notice that Germany and the U. 5. A. are almost at a par
and that both are expanding their *‘positive’”” exports at almost the
same rate. [t is noteworthy, further, that the U. K. is a rathe:
backward third and that she has come down from 298,000,000 RM
-{or shillings) to 251,000,000 RM in three years.

A second line in which the U. K.'s positive exports have
likewise been declining is that of chemicalse. The Big Four, here, are
described below from 1925 to 1927 (in million Reichsmarks)® :—

Country 1925 1926 1927
1. Germany 830 780 800
8. Chile 450 865 450
8. France 270 276 240
4 U.K. 210 185 200

‘The U. K.’s decline Jooks to a certain extent similar to Chile’s. But
like France she is markedly behind Germany in value.

In both these fields, electrical and chemical, the U. K.'s decline
is not very great. The favours bestowed by the Preference can enable
her without much difficulty to recoup her position and augment
the volume and value of her positive exports.

3 Empireward Advance

The U. K. cannot be said to have lost her hold on the world-
markets. She has just been maintaining her position. It is now
necessary to observe that her exports have more and more been seek-
ing the British Empire. She has been losing the non-Empire markets

7 Jattachen, p. 168, 8 Tatsachen, p. 159.
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CHART 13.
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but strengthening her relations with the Empire. The change in the
direction of her exports of home goods may be seen percentually as
follows.*®

Year Exports to Empire in Exports to Forsiga
percentage of total Countries in percentage
Exports of total Exports
1913 37-18 62-82
1925 39-18 60-82
1928 41-96 5804
1929 41-00 5900

Changes in the direction are slight but not unnoticeable. It ia this
trend of recent years that is Lkely to be intensified by the Imperial
Preference scheme.

At this stage it should be interesting to call attention to the trend
in the geographical distribution of British exports during nearly three
quarters of a century. The following table will illustrate the directions
from 1860 to 192910 .—

Date Empire Europe Rest of the World _Total
1880 2 33 35 100
1880 34 87 ~ 28 100
1803 38 85 27 100
1013 87-2 335 29-3 180
1823 371 332 29-7 - 100
1820 410 .59-0 180

Broadly speaking, the tendency of British exports is clear.
The U. K."s percentage of exports io the Empire has on the whole
been expanding. From 32 percent in 1860, or from 372 per cent in
1913 the share hasrisen to 41°0 per cent in 1929. The obverse is
equally patent. The U. K. has been shipping less of her goods
to the rest of the world. She is today more dependent on the Empire
markets than elsewhere.

If the tendency has been towards a percentually greater absorption
of British home goodsin the Empire than in foreign countries it is
but natural to presume that state intervention can serve to strengthen
the movement. ’

8 Labour Year Book 1030, p. 185,

10 Adapted from Bowley: FEngland's Foreign Trade in £he Ninefeenih
Century {1905} and Some Economic Consegquences of the War (1930) and Labour
Year Book 1980,
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"

sellers and replenishment of working capital, (2) the adjustment of
surplus capacity to the actual and potential demand, and (3} the
securing of organized economies and improvements such as might
lead later on to the maintenance and perhaps to the recovery of
markets.2? The cotton spinning industry was commencing the A.B.C.
of “‘typical Continental cartels,”” and a regular propaganda was
going. on in England about “what the Germans are calling
Rationalization."’

The difference between the older and the new industries vis 4 vis
British depression was &lso a matter of common knowledge with
‘the bankers about this time. At the annual meeting of the Barclay's
Bank in December 1927 the deputy chairman Sir Herbert Hambling
said : *‘Coal, iron and steel and cotton are not in a healthy condition,
but when I look at the activity in the newer industries, providing
such goods as electrical equipment, motor cars, artificial silk, wireless
appliances etc,, in which technical skill, brains and efficiency are
such important factors, it does occur to me that in the oldex
industries something ia lacking. ] sometimes wonder whether some
of the older concerns have kept themselves really up-to-datein
efficient organization, madern machinery etc.’ or whether they have
traded on their reputations of fifty years ago.””

In order to lift the *“‘dun out of the mire” the Samuel Commission
recommended that the Board of Trade should have the powers to
enforce amalgamations in the coal industry if they were not effected
voluntarily within twe years. Besides, according to the recommen-
dations of the Lewis Committee, iffseventy five per cent of the coal-
owners in a district wished to organize co-operative selling the rest
should be compelled to fall into lLine.

But since legislative compulsion was for the time being
out of the question the banks were being advised by the
Nation’s economic experts to"exercise pressure upon the industries.
Most of the industries were indebted to the banks. The banks had
not only secured mortgages on the tangible assets of many cotton
mills but held a2 lien on their unpaid -capital as well. Naturally, the
industries could not carry on i the banks determined te call in
their loans. The banks were thus in.the most strategic position in
order to force rationalization on British industry.

13 “The Peaition of the Lancashire Cotton Trade'’ and “British Industrias in
Peril” in the Journal of the Bengal National Chamber of Commerte, Scptember
1927 and March 1928,
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It is obvions that by the time the world depression set in in 1929
the business world in the U. K. had already started taking steps or
thinking aloud about taking steps in regard to the thoroughgoing
process of reconstruction. And this reconstruction involved amalga-
mation, the concentration of production in the most up-to-date
plants, the closing down of surplus plant, and more orgenized and effec-
tive marketing arrangements.'*

7 Advances to Colonies

Another measure is also of profound significance in the rehabi-
litation of British industries and possesses, besides, a. tremendous
value in connection with the Empire Development and Imperial Prefer-
ence schemes.

The Colonial Development Act of 1929'* enables the Treaswry
to make advances to the Governments of the colonies, protectorates
and mandated territories in connection with schemes such as promote
their agriculture and industry and thereby help forward the commerce
or industry of the U.K. Advances may take the form of
grant or loan but must not exceed altogether £1,000,000. During
the first year responsibility was sanctioned, first, to the extent of
£500,000 in connection with the Zambesi Bridge in East Africa.
The scheme involves an estimated expenditure of £3,000,000.
Secondly, the Treasury made advances amounting to £62,000 on
three schemes in the Tanganyika Territory involving as they did
sn expenditure of £710,000.

In connection with the Development Act comprising, as it does,
two Parts it is to be observed that the grants are made conditional
on the assurance that all raw materials as well as manufactured
articles to be used for the schemes should as arule be British in
origin or manufacture. In case British articles are not available, it
is required that Empire products should be used wherever possible.

The Colonial Development Act lays it down likewise that the
plant, machinery and materials imported into the colonies, protec-
torates etc, should under normal circumstances be British in origin

14 For the index numbers of indusirial preduction in the United Kingdom,
Germany, the U.8.A., France and other couniries ses Annuaire Siolistigue de Ia
Nociélé des Nations 1931-32 (Goneva), pp. 175, 180, 182, 185,

15 Labour Year Book 1930, p. 92,

14
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or manufacture. It was estimated that nearly  one-third of the
estimated cost for the Zambesi Bridge and nearly two-thirds of
the costs on the Tanganyika schemes would be spent in
the U. K.

From all different angles it is obvious that specific measures
have been in force in order to reconstruct British economy in
its diverse aspects and render it efficient on a competitive basis.
When one surveys these attempts at industrial reorganization in
their entirety with special reference to the period since 1919, one
is convinced that lmperial Preference is not the only panacea
devised by the U. K. either to cope with the post-war competition
in world-economy or to withstand the consequences of unemployment.
It is item by item that Imperial preference has grown to ‘the
situation of 1932 and is to be regarded as but a link in the chain of
efforts consciously undertaken to help forward the rejuvenation and
expansion of British agriculture, manufactures and commerce. Countries
Tike India which on account of the Imperial Preference may have
to do without non-British articles need not therefore be over-anxious
as to the capacity of the U.K to deliver the goods for the
market, enlarged, as it is likely to be, on account of the partial removal
of non-British goods. British industry should appear to be getting
equipped and rationalized enough to supply an eventually ezxpanded
demand. |



Chapter IX .
THE ECONDOMICS OF RETALIATION

1 India’s Yuinerable Points

So far as imports are concerned, neither in price nor in customs
revenue does India have to bear any loss. From the standpoeint
of the U. K. there is expected to be a relative increase in the
percentage of her share in the Indian market. Should the
preference scheme prove to be successful in actual business there
is no doubt that the suppliers of goods for the Indian market
other than U, K. will have to sufferr The comparative
position of the different sources of India’s imports will therefore
change, U. K. gaining at the cost of the rest. We have
already noticed that among these other countries three come in
for special consideration, namely, Japan, Germany, and. the U.S5.A.

India can be hit by all these countries, should each one of
them decide to go without the goods which it imports from her
in considerable quantitics.. Let us examine these goods in regard
to each of the three countries.

The most important exports from India to Japan consist in raw -
cotton as detailed below in the perspective of total exports of
Indian produce to Japan® :—

Prewar Average 1920.30 1931-82
Rs. Ra. Rs.
1. Raw Cotton - 145,070,000 272,964,000 110,466,000
2. Total Exports 168,488,000 322,872,000 138,428,000
8. Percentage of
1t02 86:3% 84-4%, 790%

India’s sales of raw cotton to Japan have ranged from Ra.
145,070,000 over Rs. 272,964,000 to Rs. 110,466,000, And this has
meant in the background of total sales of Indian goods to Japan
a percentage of 86’3, 84’4 and 79'0. And so far as the entire
export of raw cotton is concerned India’s Japanese marketihas grown. -
as follows:

1913-14: 47-3 Per cent of folal export of raw cotton
1930.31: 45°3 5
1931.32: 471 »

1 RTI 193182, pp. 197, 211, 1932-33, pp. 131, 203.
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Japanese consumption accounts for 471 per cent of total raw
cotton exports from India (54'5% in 1932-33). Naturally, from the
Japanese standpoint raw cotton is India’s vulnerable point.

Anocther vulnerable point of India’s from the Japanese angle of
vision is pig iron, Exports of pig ron to Japan in the perspective
of total exports are indicated below.?:

Prewar,&veuge 1929-33 1981.52
Rs. . Rs. Ra.
1. Japan 1,524,000 18,602,000 8,530,000
2. Total Exports 4,200,000 25,900,000 12,500,000
{1913-14y

3. Percentage of
1t03 85-3% 695% 69-1%

The export of pig iron from India to Japan has increased from
36'3 to 69} per cent. India has become more dependent on
Jepan than on the U. K., the U. 5. A, and Germany for the
outlet of this commodity.

With reference to the question of retaliation be it observed
that pig iron is already on the schedule of specially preferred
goods. As for raw cotton, although there is no definite decree
concerning preference the wish has been expressed to the
effect  that the British firms should consume more of this Indian
produce in the future. Japanese attempts at retaliation by curtailing
the purchaze of these ’ goods may therefore easily be frustrated,
because India's losses in Japan are likely to be made up to a certain
extent by the expansion of market in the U, X

The values of leading exports to the U. 5.% in the perspective of
the total exports to the same country are indicated below :—

Goods Prewar Average 1920.30 1931.82
Ra. Ra. Ra.
1. Hides and skins:
raw 84,876,000 39,879,000 17,938,000
8. Jute manufacturea 78,389,000 187,661,000 67,008,000
3. Total exporta to
the T. 8. 168,360,000 863,%82,000 138,638,000

The two items constituted in 1931-32 some 6] per cent of the
values imported by the U.S. from India. Any wilful restriction
of purchases in these lines on the part of the U. 5. might therefore be
harmful to India’s producers.

The percentage share of Indin's total exports of raw hides and

2 RTI 193182, pp. 128, 125, 211, 1982-38, pp. 117, 208.
8 BTI 198182, pp. 187, 205, 1992-83, pp. 151, 197.
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skins as well -as of jute manufactures such as iz consumed in the
U. S. will appear from the following table :—

181314 1936-31 193153
Jute Manufastures #1-5% 84-5% 31'7%
Raw Hides 24-3% 23-9% 20-5%,

In 1931-32 the U. 8. imported 31°7 per cent of the total exports from
India in jute manufactures and 20’5 per cent in raw hides and
skins. In regard to the first item her share was by far the highest,
and in regard to the second it was higher than that of every other
country except that of the U. K.

The two most important exports from India to the U.S.A. are
(1) jute cloth and (2} raw hides and skins. India might be hit by
the U.S. declining to purchase these goods of India out of motives
of retaliation. But it is interesting that those two goods are to enjoy a
preference in the U.K. In other words, a good and expanding
market is already assured for them and the United States are virhually
left without a handle with which to humrt India in a serious
manner.

Among the articles of export to Germany the more important ones
are shown below in the perspective of India's total exports to that
country :*

. Proawar Avorage 1929.30 1931-32
Goods Re. Rs. Ra.
1. Raw Jute 49,040,000 74,064,000 24,869,600
2. Oilseeds 34,551,000 52,370,000 19,955,000
3. Ricenotin : .
the hask 84,187,000 38,101,000 15,568,000
4. Raw Coiton 44,505,000 43,948,000 14,753,000
5. Total of all . . )
sxports 223,035,000 248,088,000 100,181,000

In 1931-32 raw jute, oil seeds, rice not in the husk, and raw
cotton constituted some 72 per cent of all Germany's purchases
from India. The following table shows Germany's takings in the per-
centage of the total Indian exports of the goods cencerned :—

Goods 1915-14 1830-31 1931-33
1. Raw Juts 218 27-2 21-7
2. Oilseeds 160 131 187
8. Raw Cotton 14'6 71 63

In raw jute Germany is second only to the U. K., in o¢il seeds
her proportion is quite high being equal to the U.K's,and in

;aw cotton also her equality with the U.K. is a  statistical
act.

4 RTT 193182, pp. 197, 168, 290, 193288, pp. 181, 190, 293.
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As for rice not in the husk Germany’s proportion can be zeen
in the background of the U.K.'s proportions as well as of the
total exports from India in the following table :—

Prewar Average Postwar Average 1931.32

1. Germany 345,000 tons 207,000 tons 231,000 tons
2. U. K. 158,000 ,, 98,000 ,,. 117,000 ,,
3. Total Exports 2,388,000 ,, 1,462,000 ,, 2,301,000 _,,
4. Percentage of )

1te 8 14-3 14-1 100

Germany’s proportions have of late been declining but they are
atill quite high.

Here, again, as in the'case of the U. S. it is interesting to observe
that with the exception of raw cotton all the other goods are assured
favourable reception in the U.K. because of preference. In
other words, should Germany decide to retaliate against India by
restricting her consumption of these classes of Indian goods India
may not have to suffer at all. Besides, in so far as raw jute is India’a
monopoly it is hardly conceivable that Germany should in the near
future seriously think of retaliating on this point in spite of the use of
paper, sisal and other substitutes for jute.

As for the possibility of all the three countries combining against
India or for that matter the British Empire. the situation today
is not more favoursble than in the days of Chamberlain, whose
reading of world politics was as follows :

‘“No one outside the Kaiser’s dominions wishes to injure England
industrially or politically, in order to increase the power of Germany
in either respect.® No one in Europe wishes to see the commercial
supremacy of the British Empire subverted in order that American
competition may reign without a rival in our stead. Upon these matters
continental and American interests, so far from being capable of
combination against us are divided and permanently divided down

*

to the foundation.'

2 Maximum Gonsumers’ Surplus gbtained
from Indian Coods
As in other economics, in the economics of retaliation also
the fundamental problem is that of price. Economically speaking,

a region can venture to retaliate by curtailing the import of
goods from a certain region only when it knows that its demand

8 Imperial Reciprocity (Deily Telegraph, Loadon, 1903), p .20
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can be satished on more or less identical price-levels for the same
quality and quantity of goods by anotherregion. Now inregard to jute it
is well known to be as yet a monopoly of India. Chemical or synthetic
substitutes for jute have been manufactured in Germany but they should
appear to be more or less technological curiosities as yet. Instead of
jute bags Germany was using paper bags during the war and even today
paper bags mre in use in some of her cement works. A new
fibre plant sisal has been introduced from Africa into Java in German.
farms, and fibres have been exported to Germany also, but their
cultivation on a large business scale is not yet a gquestion of practical
politics. The plant jute itself has been grown in South .America
but the problem of “‘retting’’, as practised in Bengal, Assam and Bihar,
remains yet to be solved inthe New Hemisphere. For quite a long
time jute cannot be replaced nor can it be grown effectively outside
of India. It is therefore bound to remain a monopoly for a
considerable period. No country can therefore prudently think of
retaliating upon India by boycotting or restricting the import of
her jute.®

The other goods that India exports to Germany, the U. 5. A,
Japan etc. are, however, not monopolies. The prices of those goods
in non-Empire markets must, therefore, be the deciding. factors in
regard to the question of retaliation. It is obvious that goods such as are
not monopolies have had always in the past to stand the 'world competi-
tion in foreign markets. India is not the only source of the goods that
Japan, the U. S., Germany and other countries import from her.
Axnd if up till now India’s pig iron, oilseeds, hides and s=kins, raw
cotton or jute manufactures have been selling .in these regions it ia
because these goods could not be supplied from non-Indian sources
on more favourable terms. In other words, maximum consumers’
surplus has been being obtained in these regions from the purchase of
Indian commodities. For Germany, Japan and the U. 5. or other-coun-
tries to think of being indifferent to the Indian scurce of supply and
transferring orders to non-Indian sources can but spell higher cost of
raw materials or of living to their own producers. Thie would be tanta-
mount to an economic waste of the first magnitude. It is to be presumed
that Indian goods, even those that are not monopohea. could not
possibly be dispensed with by these countries.

Rather, their takings of Indian produce have actually increased. Thus
from the pre-war average of 3,200 tons Germany’s import of linseed

8 On the subject of jute see Sarkar: “Economic Planning for Bengal” in
the Insurance and Finance Review, Caloutta, March 1934,
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from India rose to 6,200 tons in 1928-29, the pre-depression year. The
pre-war average for the export of groundnuts to Germany was
7,400 tons. In 1928-29 it waa 241,200t. The pre-war average
of Japan’s takings of Indian raw cotton amounted to 1,0i2,000 bales of
400 Ibs each. In 1928-29 it was 1,610,000 bales. Similarly the U. S.
which took 663,900,000 yds of jute cloth in pre-war years took
1,021,800,000 vds in 1928.29. If anything, these atatistics point to
the increasing dependence of Germany, Japan and the U. S. on
Indian supply.Y [Economically, therefore, retgliation is wun-
thinkable.

Should Germany, for instance, decide to curtail her takings of
Indian hides, rice or oilseeds she can only hurt herself, in regard to
the supply of raw material for her factories. Secondly, in regard
to the re-export of some of this raw produce or the export of manu-
factures into which this enters as an ingredient into Eastern Euwrope,.
the Balkan Complex and the Baltic states she is likely to go down.
Indeed, much of  this German re-export and export would ke
captured by any other big importer of Indian produce, e.g. the
U. K. An attempt at retaliation on Germany’s part would thus
be equivalent to her wilfully isclating herself as during a state of war.

3 The Gaée of Uneconomic Retaliation

But an uneconomic retaliation is theoretically not inconceivable.
That is, a region might choose to pay higher prices for non-Indian
gooda rather than obtain Indian produce of the desired quality and
quantity at lower price. Business contacte with new sources might
be opened and promoted at some extra fnancial outlay. Such
developments are quite thinkable under bellicose inspiration.

The economic consequences of this kind of political retaliation
deserve some analysis. Assuming, as an extreme case, the initiation
of actual retaliation no matter in what from, on the part of Germany,
Japan orU. 5. A,, we have to take note of the following circums-
tances. First, the U. K., because of the preference extended
to Indian produce, is likely, as we have observed befare, to increase
her takings of just those goods which are to be hit by retaliation.

Secondly, it will be a paying proposition for the U. K. to divert
a comparatively larger share of India’s exports from non-Empire to
British markets, because she will thus be enabled to function through

7 RTI 192829, pp. 207210,
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re-exporis as a much more important intermediary between India and
the non-Indian markets.®

Finally, we have to call attention to an important consideration in
connection with the imports as affected by India's preference for
British manufactures. The very fact that India is to buy more British
goods implies automatically that asa rule the U.K. will'be compelled to
buy more of Indian goods in order to get the price of her goods sold to
India. In case of retaliation, the lost ground may thus to a certain
extent be covered by the U. K.

Retaliation is not the proper tactic that economic statesmen of the
non-Empire countries can think of in the present junctre. We have
already some experience of preferential tariffs and of discriminations,
¢. g. against Japanese cotton goods since 1930 and against Continental
steel since 1927. Up till now it is impossible statistically to maintain
that India’s exports in any of the important lines have been hit by
measures of alleged retaliation emanating from any quarter. The fall in
exportis a universal phenomenon today on account of world-wide
depression.® [ndia is no exception and her fall need not be associated
necessarily with any anti-Indian movement. Last but not least, it
should be borne in mind that the rates of preference in the Ottawa
Agreement are so modest that for all practical purposes the effects
are not Likely to be very appreciable. Should however the tanff
discrimination be effective enough, the businessmen of Germany,
Japan, and the U. S. will know how to cut prices in order to
bring them down to the British price-level. And in any'case it should
be possible for the statesmen of those countries to facilitate a process
of dumping directed against the Indian market. Price-cutting and
dumping are economic measures of importance such as can be depend-
ed upon for a long while with success before people think of taking
to retaliation. Or perhaps price-cutting and dumping as economic
methods ought to be regarded as the other side of the shield in
the world-economy of Imperial Preference, and indeed should

be appraised as new forms of retaliation.

8 For the position of re-exports in the system of British exporis from 1913
to 1929 and for the depression years down to 1632 eee Stafistical Abstract for the
United Kingdom (London 1934), pp. 840-343, 301, 392-397. Nearly 12 per cemb
of tate] exports frem the U. K. is made up of re-exporta of imported goods.

8 World-Economic Survey 193233 (Genova 1933), pp. Z10214. For the
commercia} policy in general for the depression period ses pp. 198-200. See
also Barkar: “Indian Export, Price and Exchange Movementa on the Eve of
Recovery” in the Fingncial Times, Calcutts, January—Aupust 1934,

15
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4 The Dumping Complex

We are employing the expressions, price-cutting and dumping,
in the same breath. For practical purposes they may often be
taken as interchangeable terms. In any case, the natwre of
dumping i3 not precise. It is proper, therefore, to devote some
attention to the analysis of certain factors like, say, price-cutting
associated with the dumping complex, or at any rate, to visualize
some of the phenomena which under certain conditions are con
demned as dumping by the parties. affected.

At the outset it is interesting to recall that since the tariff
Act of 19101° France has always taxed foreign goods which have
enjoyed direct or indirect subsidy in the country of their origin.
The British system likewise tazes foreign geo&s whenever they
are delivered, no matter for what reason, at prices lower than
similar British goods.

It is the object of preference to enable the preferred country to
lower the price, or, at any rate, to make it lowér than the country discri-
minated against. By sheer instinct of self-preservation, therefore, the
latter seeks every method which can help it to bring the price
down to the lower level reached by the preferred country and
thus neutralize the preference. Hence arise-phenomena generally
described as dumping.
~ Economically ,speaking, dumping is an apt reply to preference,
Whenever the .tariff is preferential, foreign suppliers may be said

to tend to “damp’’. They cannot be expected to let the market
whz_ch discriminates against them slip off their hands. And in
order to keep the market as much and as long as possible in
their hands they natwally consider it expedient to lower the prices.
This lowering of prices is, in the first place, a pure business
proposition and should depend, asit generally does, on the cost
of producing the goods. The more rationalized., the more techani-
cally efficient, the more cartellized, trustiied or otherwise
scientifically organized the industry is, the more easy is it to
offer the goods at lower prices and thus penetrate the unfavourable
market in spite of discriminating opposition.

In other words, the possibility of a certain country enjoying
preference may be reduced to very modest dimensions on account
of the superior competing capacity of the country discriminated
against. As a rule, such a phenomenon need not be described as

10 Gignouxr L'Aprie-Guerrs (Paria 1824}, pp. 54-56
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dumping proper. But from the standpoint of the country enjoying
preference or the country which offers preference the goods coming
from the country discriminated against and penetrating the market
in spite of the discrimination are liable to be treated as dumped
goods,

The country discriminated against may not always happen to be
technocratically and financially better equipped. Under such circum-
stances, therefore, & second set of conditions may come to .its help in
order that the market which discriminates against it may be retained
for itself. Discrimination or preference, nay, protection and of course
*“‘promotion of trade within the Commonwealth’” are in the last analysis
non-economic, and essentially political by their very nature. They go
against the Ricardian law of “‘natural trafic” by all means. The reply to
them is therefore naturally non-economic and political. When a country
finds that by purely economic methods it ia not possible to counter
act the discrimination against itself and lower the prices to the
level of the preferred or favoured goods the state comes to the
rescue and offers such faciliies as may endow the industry with
superior competing capacity. State aid® can take the form of direct
subventions or subsidies. Subsidizing used to be the most general
tactic in pre-war years. Butsince the post-war inflation, especially
in Germany, taught all Governments the magic of depreciated carrency
as a means of promoting imports and capturing foreign markets
the conscious and deliberate depreciation of currency has loomed
large in the .consciousness of all statea as a new weapon to be
wiclded in international commercial wazfare. This, then, is the
latest species of dumping recognized both in economic practice
and theory. Perhaps this is the only species of dumping according
to extremist ways of thinking. For economic considerations, how-
ever, with apecial reference to competition in world markets from
the standpoint of price we should consider dumping to be any
phenomenon which in one way or other, economic and non-
economic, militates against the system of preference. Dumping,
therefore, belongs as much to the natural order of economic relations
between nations as preference. As soon as the ““most-favoured nation’
clause is withdrawn, the world-economy is automatically thrown
over to the system of dumping.

Let us analyse dumping now from the side of the market that

11 Posse: “Handelsvertraege” in Hondwirterbuch der Staatswissenschafien, -
Ergénzungshand {Jona 1920), P. 489,



118 ' IMPERIAYL. PREFERENCE

is being dumped upon and ascertain the different kinds of alleged
dumping that the business world can possibly experience.

In the early years of the twentieth century the conception of
Jdumping was very simple, nay, naive. While arguing, from the plat-
form of free trade, that protection was, firet, neither a remedy against
dumping nor, secondly, as a promoter of dumping beneficial to the
industrial system of a country, Pigou described the phenomenon as
follows —*‘Surplus produce is sometimes dumped into this country.
In bad times foreign manufacturers do not want to spoil their own
market by selling in it cheap. Neither do they want to disorganize
their staff by shutting down their works. Consequently, when practi-
table, it is very convenient for them to dump their smrplus abroad
and spoil the market of somebody else”’2%, Dumping was considered
as buta form of or means to “‘disposal of surplus,—effected, as it
might happen sometimes, with the help of protection.

But to-day dumping is said to take place when a commodity is sold
abroad at a lower price than at home. This difference between external
and internal prices can be brought about by state or private
subsidies, Jowering of railway and shipping freights etc. When
the cost of production is low on account of lower wages, taxes,
social services, longer hours, etc., it is possible to deliver the goods
abroad cheaper than the rates prevailing in the importing country:
This, however, is not dumping in the strict sense, On account of
currency depreciation also the goods can be delivered abroad at
prices lower than the prices prevailing in the importing country,
but the export prices are not necessarily lower than the prices
charged at home. There is then in this instance also no real
dumping.

The circumstances which render competition unfair may then be
classified as follows3:—

I. The state may come to the aid of the competing industry by
bounties, subsidies or otherwise.

2. Socialistic or social service legislation in the interest of
workingmen may involve extra expenses incurred by employers
and hence raise the cost of production in the importing country.

12 Profective and Preferential Duties {1006) pp. 'fﬂ, 77. Acecording to Pigou,
hundred per cent free trader as he was, dumping “is of course direcily advaunta-
geous to us because it enables ws to buy what we want at low prices.”

18 Palgrave: Dictionary of Political Economy (Londen 1813), Vol. III, p.
751,
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3. The absence of such legislation may render the cost of produc-
tion in the competing country relatively lower,

4, On account of protective tarif the competing industry may
derive large profits at home and therefore be in a position to place
the goods abroad at less than the full cost of production.

Dumping proper®® consists in the sale of goods abroad at a price
considerably lower than in the countries of their origin. Very
often the difference between the external and internal price levels
may not be evident. But from the standpoint of production and
employment one can notice easily that foreign goods are being
delivered at prices lower than the costs of production in the
country of their sale. One way or the other, dumping can be
facilitated by protection- and by cartels or trusts becaunse it is through
them that the fixed expenses of production may be placed on the
shoulders of the home consumers. And naturally, therefore; as
a rule, it is the protectionists who detect dumping, proper or
fictitious, on the part of foreign countries and demand enhancement of
import duties.*® Protection is invoked to militate against protection,

And since the system of preference would seek to maintain
itself or rather render itself “‘effective’, anti-dumping measures
become an automatic necessity: International economic competition
cannot under the present circumstances of world-economy fight
ehy of preference-dumping-antidumping complex. Anti-dumping
legislation directed against Japan {1933 ) ia, then, India's first
inavitable step vis d vis world-economy in her career of assimila-
tion to Empire-economy, no matter whether the alleged Japanese
dumping be a fact and how it is to be interpreted..

& Alleged Japanese Dumping

The U.K. went off the gold standard in September 1931, and
along with her, India. The fall in the Sterling-Rupee complex
led automatically to the appreciation of the Japanese yen as of
the dollar, the Mark and other gold standard cwrrencies. Japanese
and other foreign goods appeared comparatively more expensive
in terms of Indian Rupees than British goods. It was to save
Japanese export out of these inconveniences that the fall of the

14 Gigooux: L’Aprés-Guerre (Paris 1924), p. 54.
15 Probitmes du Chymage en 1981 (Gendve 1931), p. 161.
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ven was planned early in 1932. From the Indian side since then it has
been attempted to demonstrate that Japan has been systematically
dumping her goods, The existence of dumping is very difficult to prove.2*
If we take the case of the imports of cotton goods from Japan into India
we have to observe that while, on the one hand, the depreciation
of yen may facilitate the import of her products in India, on the
other hand, Japan as purchaser of Indian goods, for instance,
raw cotton and pig iron, etc, bae to bear the brunt of higher
prices, and therefore of higher costs of production.

As for the increased imports of cotton goods, one is convinced
that it is not Japan alone, the alleged dumper, that has enjoyed
them but others as well and indeed in greater proportions than
herself. Thus for the period of five months (January to May)
the year 1932 marks an increase in imports upon the year 1931
in regard to all sources, as follows:—

Country 10831 1932 Percentage of
Yds Yds Incroase
1. Japan 143,011,043 167,719,847 17
2, UK 145,541,465 202,028,779 38
3. Othem 15,788,741 20,870,240 . 82
Total 304,341,249 390,818,866~ 25

While the increase for Japan was 17 per cent only that for
the U. K. was 38 per cent. The Japanese increase cannot be
regarded as exceptional. )

A more or rather the genuinely crucial point is the price levels
at home and abroad. The internal prices of Japanese cotton goods
were not higher than their prices for export in India. Thus, for
instance, the following prices were quoted in May-June 1932 for
grey shirting (known as “Mome'’) and dhoty (*"Hanabatei ') :

Ezport Price Intorpal Price
_ Yens Yens
I. Momo 4:30 {May 18) 4-20
410 (May 31} 410
205 (June 18) 405
II. Haznabatei 106 {May End) 100
1025 (June Middle} 088

18 BStatement submitted to the Indianm ‘Tariff Board by the Japanese Pieco-
goods and Yarn Marchanta® Asscciation, Bombay, published in The Indo-Japaness
Trade Bulletin (Calcuita), September, 1933,
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The prices at which Japanese mills sold for home consumption
appear to have been actually lower than those at which they
booked orders for export.!” In other words, dumping, strictly eo
called, did not exist.

17 The Japaneso guestion has been dealt with in some detail by Sudha
Kania De: ‘The Cotton Tarif: IYis Significance® in the Journal of ths Bengal
Nationagl Chamber of Commerce, June 1930. Cf. also Rashbehari Bosp: *The
Truth about Jepanese Competition™ (J. B. N. €., March 1927}, Dhiresh Chakra~
varti: “Textile Industry in India and Japan” in the F. B. ¥, €., for Doecember
1928, 8oe, further, ‘Indis’s Big Industries on Trial,® J. B, N. C,, Heptember 1527,

Bee Barkar: *'The Strength and Limitations of Economic Japan” =nd
“Business Organigstion as an Aid to the Economic Expansion of Japan” in the
Caleuila Heview for Novembsr 1033 and January 1934, “‘Indian Export, Price
and Ezchange Movemente™ in the Financial Times (Caloutts), January-August
IQM'



Chapter X

BRITISH EMPIRE vss-i-ws WORLD ECONOMY
1 U. K’'s Dependence on the World
Neither for the U, K. nor for the British Empire and indeed

for India can it be part of economic policy to antagonize the rest
of the world. The British Empire is, as we bave seen in a previous
Chapter (V), much too dependent on non-Empire regions both
in imports and exports to think of functioning in splendid
isolation.

India’s exports to non-Empire countries’ have evolved in the

following percentages of total exports:
) 1. Pro-war Average: 589

2. War " : 48-3
8. Post-war ,, + 586
4. 102728 : 589
5. 1928.2p s 845
8. 153031 ;. 608
7. 193132 : b55B

The proportions have not been declining except during the last
few years. And they are still above fifty per cent {(54'2% in 1932-33).

India’s interest in non-Empire markets is very substantial,
She cannot afford to  risk an anti-iIndian movement or tariff
reprisal in these countries while enjoying preference in the British
Empire. India's imports from these countries can be seen in the
percentage of her total imports from abroad in the following
table :—

1. Prowar Average : 803
2. War 5 H 848
8. Post-war , : 348
4, 1927.28 3 454
- B, 192820 % 459
6. 1930-31 H 589
7. 193132 :  B78

India depends on non-Empire countries for 57°6 per cent of her
purchases from abroad {55'2% in 1932-33). The proportion is too
high to be ignored by India while granting preference to the
British Empire

The U. K. elso on her part while granting preference to India,

1 RTI 1928-29, p. 171, 1081-82, p. 191, 1932-93, p. 183,
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the Dominions and the Colonies cannot afford to ignore the bulk of
her imports from non-Empire countries. Their percentage in relation
to the total imports has grown as lollows® :—

1813: 7513
1826 7087
98 7800
1920 : 7388

The imports of U. K. and heland for previous periods
from the British Empire as well as from foreign countries are shown
below in the percentages of the total imports® :— .

Year Foreign Countries British Empire TPotal

1856 751 249 1000
1871 780 229 100-0
1881 7%9 231 100-0
1891 72 228 1005
1901 79-8 20-2- - 100-0

The exports of U. K. and Ireland’'s home goods #o foreign

countries as well as toithe Empire.for previous periods may be seen
below in percentage of the total® :— '

Yaar Foreign Couniries British Empire Total
1856 71-2 288 1000
1871 70 230 100°G
1881 663 337 oo
ian €52 34-8 1000
1801 824 3r6 100-0

The U. K. is dependent on non-Empire countries for- nearly 75
per cent of her foreign goods. A

But in regard to the total exports of home goods the "percentage
going to non-Empire markets is as follows :—

19313 : 6282
1825 : 60-82
1928 - 5804
1820 :  59-00

As for re-exports, i.e., exports of imported goods the non-Empire
countries have commanded the following percentages of the total during
the last Gfteen years or so:

1913: 8758
1025 : 8940
1998 : 8891
1929 : 8719

¢ Labour Year Book 1930, p. 195; Stafislical Absiract for the United
Kingdom (London 1834), pp. 348-349.

8 Farrer: PFree Trade versus Fair Trade (1804), p. 980.

4 Ibid., p. 878, '

6
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While enjoying preferéncé in the British Empire the U. K. can
never ignoré the consideration that 59 per cent of her exports and
8719 per cent of her re-exporis are absorbe
markets. ,

Her position is not radically different from that of France.

Ti'le imports and exports of France® (in france) for 1912 are
indicated below under two heads: (I} foreign ¢ountries and {(2) French
Colonies ¢ '

PR, .
in non-Empire

A. Genoral Commeéres
tro . Imports | Exporia
Foreign Countries: $,354,800,000 7,801,600,000
French Colonies: 938,000,000 1,022,900,000
10,208,800,000 8,823,800,000
B. Bpecial Commerce
- . Impor ta Exports
Poreign Colintries: 2,343,500,000 §,802,800,000
French [Colonies: 887,300,000 $10,000,000
8,230,800,000 8,712,600;000

Colonial commerce {special, i.e. goods only) represented nearly 12
pef cent of the total foreign trade of France. It rose from the
sitiation in 1900, when the proportion was just below 10 per cent; to
¥9‘per cent in 1929.

2 British investments i Non-Empiré Bdantries
. Tl;e foreign investments of the U. K. indicate _Likewise the
extent to which the non-Empire eountriea normally influence Br;txsh

economy. The following classification exhibits the proportions
about 1930° :—
1. Empire Millions
1. Australia and New Zealand : £ 608
2. Canada and Newfoundland : 194
8. India and Ceylon : 862
4. BSouth Africa: }85
E. British Africa : o 127
6. Other British Possessions ; 153
£ 1,936

§ Girault: The Colonial Toriff Policy of Fronce (Oxford 1818), p. 165, For

the latest Bgures (1920 see Annuairs Slalistigue de la Pronce 1931 {Paris 1032),
p. 212.

6 Europs Vol I, (London), Sse aleo “The
Midland Bank Monthly Review for January-Februsry,

New éamial Market” ig; the
February-Marck and
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British Investments Overseas {1920.30)
{in million £a} :
(1) India and Ceylon vs. Rest of the Empire
{2} India and Ceylon vs. Africa

-y,

i
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{To face p. 123
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TI. Non-Empirs Countries.

. Millions
1. Europe: - . £408
2. Argentine : : _ . 843
8, Other South America : 200
4. U. 8. A.: ‘ 278
5. Asis and Africa : 268
6. Mexico and Central America : . =105 .
’ £1,688

Grand Total £3,624

The son-Empire countries attract 46°8 per cent ef to:al capital
expormd by the U. K.

British  investments in foreign countries are tabled beiow in
three groups from 1920 to 1930 (in mﬁhon £8):Y

Year Total Indis and Qther Parts Non-Empirs
Ceylon of Empire o Countries
1920 532 35 370 127
isn 1157 29-5 &1'3 249
19922 1352 8651 894 © 697
1928 1862 26-4 622 486
1524 1342 28 208 607
1925 878 84 540 804
1926 1194 D S 499 : 804
1927 1387 14 864 509
1928 1434 ’ 7 784 ' 578
1920 943 101 44-3 - 399
1930 108'8 28-7 £-4 887

3 The U. K's New Agreements with Foreigners (1933)

The Imperial Preference Scheme of the U. K. is therefore nota -
rigid one. It is elastic encugh to admit of modifications. For
instance, in May 1933, a trade agreement came into operation-
between Germany and the U.K. by which, asannounced by Reuter
(April 28, 1933), the former obtained tariff concessions in regard
to the export of toys, musical instruments, clocks, jewellery,

October-November, 1033, The Course and Phases of the World Economic Depres-
sion {Geneva 1931), pp. 28, 85, 201, 208; Federaj Rescrve Bulletin (November
1582}, p. €98, as well os Barker: “Economic Planning for Bengal” in the
Insurance and Firance Review (Caloutia), March 1983,

7 Memorandum on International Trade, Voi 1L Baimss of International
Pammta {Geneva 193D, p. 1?8. -
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hollow wares, safety razor blades and certain chemicals. In return
for these concessions the U. K. got the undertaking that Germany
would not buy less than 190,000 tons of British coal and coke every
month { nearly twice the present quota ).

- About the ‘same time a trade agreement was signed between
the Argentine and‘the U, K. by which the latter undertook to import
frozen beef, chilled beef, mutton and lamb from the former in
guotas not more than ) per cent below the maximum allowed under
the Imperial Preference. The Argentine likewise agreed to import
more British coal, motar cars and other engineering products. These
mutual concessions were associated with & new DBritish loan to
Argentine of £10,000,000 at 3!4 per cent plus | per cent for amortiza~
tion redeemable in twenty years. The loan was granted mainly with the
object of dealing with frozen credits and adjustments of Anglo-
Argentine trade.? )

It is therefore only as an integral part’ of the world~economy that
the British Empire can prosper. Imperial Preference serves but
to “‘rationalize’ the resources of the British Empire on a more or less
unitary or federal basis. This economic concentration or consolidation
movement will tend to strengthen the material foundations of the diffe-
rent parts and raise productivity, the standard of living and purchase-
ing power of each. Vis-g-vi» the world economy the British Empire
bids fair consequently to function as an economically stronger and
more, efficient limb thereby promoting the prosperity of other
lands. Imperial Preferente, in so far as it is & tightening of the
bonds of the British Empire does not involve therefore a weakening
or dissolution of world-solidarity but becomes a stepping stone
‘to the establishment of economic internationalism on a more solid
foundation.

& The Crowth of U. K. as Market for Foreign Coods

The "prosperity of the U, K. as embodied in the purchasing power

.of the British people has implied good business for non-British
countries. Foreign goods have had an expanding market in the UK.
as shown in the value of British imports from abroad. The growth
of the U. K. as & market for German, American, Japanese and other

8 The British Trade Agréements,” and “Empire Trade” in the Lloyds
Hank Monfhly (London), June snd October 1999,
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foreign goods can be watched in the following figures of imports
from the countries concerned ( in quinquennial totals ) : ®
Countries 1866.70 187 %—39 1835;5.893 139551930
£ .
1. Germany 89,927,000 114,916,600 125,900,000 143,600,000
2. U. 8. A. 223,340,000 441,770,600 437,600,000 604,300,000

8. Japan 1,036,000 3,003,000 4,100,000 _ 6,900,000
4. France 175,782,000 212,936,000 203,200,000 261,400,000
6. Ruasia 99,200,000 89,428,000 106,700,000 105,100,000
8. Holland 61,037,000 105,767,000 129,300,000 148,600,000

The purchasing power of a country and along with it the demand
for forsign manufactures rises because of - industrialization. The
growth of the average annual value of imports in regard to manu-
factured goods for home consumption was, as the following table
indicates for a number of European countries, a statistical fact for two
decades previous to the world- war { in million £3):20

Country 1802-96 1897.1901 190206 41007-11
1. Germany 438 530 842 871
2. France 234 288 840 532
3. Italy 102 1g5 182 818
4. Russia 123 18-7 19-4 814
5. Holland %40 302 3388 47:7
8. Aunstria Hungary 16-6 180 .22-9 1) 3.

In Germany as in other countries the demand for foreign manu-
factures rose during this period higher than the total population.
Per head of population, therefore, all these countries were consum-
ing more manufactured articles of foreign origin in 1911 than in 1892,

The quinquennium preceding the present world-depression has
witnessed devilopments which indicate that even industrial countries
can expand as markets for manufactured goods. The following
table exhibits six countries, Belgium, France, Germany, Japan, UK. and
U.S.A. from 1925 to 1929 in their role as importers of manufactures,
these being shown as percentage of total:imports :—

- oy
Conantry 1825 1926 1927 28 - 129 1880

1. Belgium and . six months
Luzemburg 21-8 21-9 287 26-3 71 309
2. France i28 15:2 139 188 202 £3-8
8. Germany w2 138 17-8 176 1890 173
4. Japan 213 22:0 227 245 24+0 218

5. U. K. i85 185 199 20-8 21-2 22.0~
8. U.8. A, 218 230 250 25'6 260 257

9 Farrer, pp. 394-397.

10 Statistical Abstracls for the Principal ond other FoTeign Couniries 1308,
Pp. 8188, and 1014, pp. 99-108. .

i1 “The World's Trade in Manufactured QGoods” in the Midland Bank
Monthly Eeview, AugustSept. 1031, p. 2. ' a7
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It is noteworthy that with the exception of the year 1926 for
Cermany every year bas been for each country a ‘year of relatively
greater import of manufactures than the precedmg year. The more
industrialized, the more protective (?), the more Swadeshi, the more
*“‘autarchic’’ or self-sufficient these countries have tried to be, the more
have they factually bought manufactured articles of foreign countries.

Economically speaking, at any rate, the different countries of the
world-economy including the great industrial adults like the U. 5.,.
Germany _and others should appraise the strengthening or rationali-
zation of the British Empire as accomplished by reciprocal prefer-
ence as the source of new strength for themeelves in so far a§
the outlets for their goods have to be expanded in all directions.*?

13 The' position of British consumption (per head) of certain imported
scticles from 1813 g 1939 may be seoy in the Statistical Abstract for the United
Kingdom (London 1034), pp. 386-067.

.



Cha;:ter p (|
ECONOMIC INDIA VIS-A.VIS WORLD EG&!&GHY;

i Conséquéncés of thé Wirld Economy

It will be necesary now more than ever to realize the pragma-
tic meaning of the international technocracy, i.e. the technical and
commercial world-solidarity for peoples like ua situated ad we are
on the - lower rungs of the industrial ladder: World-economy i
but a phase, the most recent phase, in the aconomic™ and &ul-
tural evolution of menkind. But not every human grotip or commu-
nity is in a favourable enohigh position to make the best use of
the “conjuntture.””

The establishment of the air-service between Eng!and and -
India {April, 1929) and the phone links between India and
Ewope {May [933) points to some of the present-day world-forces.
The tnists, both internal and international, point to some other - world-
imifying forces that are governing the daily life of evervbody. The
advantages of thia new world-order will be enjcyed, however, only
by those peoples that are adequately équipped to wtilize themin
the most successful manner. The economic statesmanship of
India will have to be perpetually alett on this aspect of equipment.

In the first place, exchange of goods is going on on an unprecedent
ed scale between the remotest corners of the world. The producers
of one country depend for their prosperity on the consumers in
another tountry. The home market does not nowadays invariably -
loom large to thé prodicer. The éecoiibmit position is fundamen.
tally one of “interpendence’” in two forms: first, movements of
manufactured goods from the industrially adult to the young
countries, and secondly, movements of raw materials and semi-
manufactures from the young tothe adult. Buit between two adults,
e.g. Germany and England, the exchangs consists in the transfer
of manufactures from each side. Among adults Americais rathet
an exception in so far as she is an exporter of raw p:oduce in
considerable proportions.

Secondly; the export and import of human materials, émigration,
immigration, population movements betwéen the two Hemispheres
constitute a most rermarkable expression of thé present economic
ordet: The “white"” anti-Asian and anti-African policies it the
U. S. A\ and ihe Biitish Domihionis happesi ko bé dictated by
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political, racial and imperialistic chauvinism. But they are essen-
tially un-economic and anti-economic. Otherwise, the distribution
of population is taking place more or lees according to
the demands of what may be described as ‘‘natural #raffic.””
This distribution takes, generally speaking, two forms, the
migration of higher intellectuals and technical experts from the
industrially adult to the young countries, and the migration of
mere hands (peasants or working men) fron the young -to adult
regions.

Last but not least, there are the exports and imports of capital.
Finance seeks the best fields for .investment here and there
aod everywhere. The forms are twofold: investments of
adult countries in the young, and loans of the young contracted
in the adult countriea. These.two forms are in actual inter-
course as follows: first, export of goods, such as machineries and
chemicals, from the adult, creditor nations ; secondly, export of
services, higher intellectuals and technical experts, from the adult,
creditor nations ; thirdly, enlarged export of raw produce and semi-
manufactures from the young to the adult in order to pay the interest
on the old loans contracted abrcad as well as new ones; and
finally, & favourable balance of trade in the young countries. India
for instance, sells more goods abroad than she buys.

2 'T§o Esanmie Realitiss of India

It is in the midst of these tendencies that young as India is as
an industrial and commercial power she will have to promote
her interests in intimate association with the adults of the economic
world. It is not safe or prudent, however, for youngsters to be on terms
of intimacy with the adults.

Thus considered, India’s position might not oppear to be very
enviable. The chancea that India, functioning alone and on the
strength of her own réaqurces in capital and technology, may
possibly have in regard to socio-economic elevation are lLikely to be
very remote. World-economy as such can but force India to
understand her limitations along the entire front of her economic
Efe. It is only when one fully realizes the impact of international
technocracy and solidarity on the weaker members of the
world-system that one can rationally appreciate how India’s
‘formal asesimilation to _the Empire-economy by Imperial
Preference bids fair to mark an important stage in the uplift of her
millions on the economic plane. Imperial Preference, rightly applied,
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may to a certain extent, save India from the hundred per cent
“freedom’ in international tompetition and enable her to assimilate,
at zome safe distance from the giants, the principles of modem
technique and business organization.

India should not fail to take advantage of British developments to
the extent that one might expect of a country in so great association
with Great Britain. We have to follow the land-legislation and land-
reform movements that characterize the British economic history of
the last two decades. Some of the most fruitful British activities in
the fields of social assurance and labour welfare ought likewise to
have repercussion on Indian public life or Government enterprise.

The amount of real cultural contact between England and the
Indian people ought to expand and become intimate. In regard to
literature, philosophical investigations, educational experiments, and
scientific research we -cannot afford to postpone studying Great
Britain until it is perhaps as a rule thirty to forty years too Iate.
The cultural agencies in India should attempt to promote spiritual
contact between India and British progress in a systematic, com-
prehensive and practical manner. Or, at any rate, to be less
aggressive, the connecting links ought to function more efficiently or
adequately. A

There iz & class of metaphysiciane who would at once retort—
“Well, England or for that matter Western civilization is entirely
different in mental outlook from Indian and Oriental culture. The
two worlds have moved along two different lines in the past and are
likely to do so in the future. So there is nothing to be sorry for, if
India were really ko fail to assimilate the British developments in
economic and social evolation.”

By the rigid test of measurable, positive phenomena it would how-
ever appear that in classical times or in the Middle Ages, down to the
industrial revclution, the relations between landlords and tenants.
the laws of property in regard to the women and the serfs, the social
morphology of the village and the industrial organization of the gilds
were governed in the main on similar and almost identical lines both
in the East and the West.* And during the nineteenth and twentieth
centuries, ‘whenever and wherever in Japan, China, India or Turkey =&

1 Borokin: Principles of Ruwral-Urban Seociology (Bosten 1928), pp. 359,
480-481, Souice-Book of BSociviogy Vol II, (Boston 1939), 571573, 555-801;
Hilebrandt: Altindisohe Polifik (Jena, 1925); Sarkar: “Reslities in the Rela-
tions botween East and West in Prabhuddha Bhareia (Calcuita, February 1984).

17
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modern workshop has been established, no matter whether under
foreign or indigenous initiative,—the same ‘“‘modernism’ in labour
conditions, business organization, economic legislation and social
welfare movements as well as in the so-called philosophical attitudes
or outlook on life and the universe has manifested itself in these
countries as in the West. The ideals of civilization were hardly
ever different and they are not different today.

The solid fact that counts, however, is that India happens o
rémain in large part still in the medizval-agrarian and pre-industrial
stages. The advances that we have made in modernization are partial
and halting.? A thorough-going uptodatization -of Indian economic
and social structure is the one grand mission of patriotism at the
present moment.

We need a fresh orientation, likewise, fo the diverse creative forces
in the country. 1t must be clearly realized that commercial prosperity
cannot be achieved unless there is a simuitaneous and parallel growth
in our agricultural wealth as well as manufacturing power. It is agri-
culhwre and industry that furnish the very raw materials of commerce.
The function of commercial people consiste fundamentally in the mere
transfer of goods or services not only from place to place, but also
from person to person and time to time {as in banking and insurance).

It is by transfers or movements that commerce creates values,
But the goods and services, or, in other words, the stuffs to be handled
by commercial transaction are the gifts of agriculture and industry.
As the background of a prosperous commercial India we have
therefore to look for an intensified and modernized agricultural system
as well as richly diversiied manufacturing enterprises. The three
arms of the creator of values, although differing as they do in their
modes of operation, must have to be attended to by economic
statesmanship in a unified, organic policy of national welfare or
“*economic planning,” as it is fashionable to say at the present
moment, [Every measure, legal or technical, that is calculated
to add to the yields of our scils, and every enterprise that helps
forward the utilization of our raw produce for semi-manufactures
or finished goods in our districts will have to be watched with the
keenest interest by the representatives of our commercial business.

9 Sarkar: Polifical Philotophies Since 1905 (Madras, 1928), pp, 96566,
“Indiens Entwicklung im Vergleich su Euwr-Amerika' (Deulsche Rundschau,
Berfin 1030}, “Societs eod Hconomis nell’ India antica ¢ moderns” (Anneli di
Economis, Milan 1080); Die Enfwicklung und weliwirtschaltliche Bedeulung des
moderien Indien (Stuttgart 1031), pp. 59
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And automatically comes the question of experts in these different’
lines of economic activity. India needs not only the commercial
heads,~—bankers, insurance men, stock exchange and share market
specialists, and transportation experts,—but chemists and engineers
as well. It is chemistry and engineering that are in urgent demand
for the agricultural renaissance and industrial transformation of India.
The prosperity of commercial India will depend on the quality,
quantity and variety of co-operation that our bankers and other traders
can obtain from chemists and engineers. The increasing role of
chemistry and engineering, i.e, of technology will have to be
adequately envisaged by the pioneers of our commerce.?

3 Mutual Expioitation In Imperial Preforence

The subject of Empire Development deserves, therefore, a more
careful and intensive study in India.* It is timie to realize how much
of India's industrialization, agricultural progress, banking developments
and material prosperity are connected with the British “key industriea™
movements, Overseas Trade Facilities Act ( 1924) and the Finance
Act of 1925 as well as subsequent industrial and commercial legislation,
The momentous changes that have been taking place in England and
their affinities with our own welfare have been touched upon in the
previcus sections, - )

The British Empire is a legal and political unit. The problem of
Empire Development consists in transforming this unit into an
economic entity, self-sufficient or *'autarchic,’” so far as it is practicable,
as the “Empire Crusaders” have been attempting. From the Indian
angle we have only one problem to discuss in this connection,
namely, —"'Is there anything in all these recent British schemes
likely to be economically beneficial to India?” In others words,
we have to analyze the fnal impacts of Imperial Preference on
economic India.

Let us take certain actual facts in the recent history of trade relations
between the U. K. and India.

One may ask the question: “Who are the best friends of the
cultivators of jute in Bengal?” And the answer that should seem
to be the most appropriate is that they are not the Bengali people.
It is the British capitalists in Scotland or the British enfreprencurs

8 Barkar: ZEeonomic Development (Madras 1926), pp, 415417,
4 Barkar: “Economie Planning for Bengal” (Insurancs ond Finance
Jieview, Caloutts, March 1933).
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in India. whose enterprise is chiefly responsible for the little joy
and sunshine that there is in the rural cottages of Bengal.

On the other hand, who are the best friends of British labor,
specially of such as. is employed in the export industries of
Lancashire, Yorkshire and other countries? It is certainly not the
Englishmen, —but the millions of customers in India whose demand
and purchasing power determine to.a considerable extent the quality,
quantity and variety of manufactures in Great Britain.

Modern economic life is, as often discussed above, not governed
by the village, town or even national market, National economy has
virtually ceased to exist. We are living today in the epoch of the world-
market. Itis the world-economy that regulates the fortunes of British
labor as much as of the Indian peasant. Inter-parliamentary commercial
congresses on the one hand and aerial transportation on the other
have been revolutionizing the economic processes all along the line.

1t is hardly possible today to maintain the dogma of “exploitation.”
One should like to know who is exploiting whom. If Indian
agriculture iz being exploited by Great Britain, no less are British.
talent, British organizing sbility and through them the world-market
being exploited by the Indian people in and through the self-same
agency. Command over Indian raw produce is certainly a great
advantage for Great Britain. But the creation of a steady and
expanding market for the goods® produced by Indian brawn and brain
iz no less significant an instrument in the struggle for existence assured
to India- by British industrial organization. The exploitation of
Great Britain’'s material and manual resources by India, although
perhaps unconsciouely and rather passively, is one of the greatest-
facts of modern civilization.

If, then, one must use the word “‘exploitation”” at all, it is an:
instance of mutual exploitation that has been obtaining in the
relations between India and the U.K. How to promote this mutual
exploitation more extensively and intensively according to the
changed circumstances of the day is the problem of Empire
Development, as Indians should conceive it, especially now that
reciprocal Imperial Preference has been introduced.

& From n guinguennial averags of Rs. 558,800,000 during 1884-89 the ex-
ports from India rase to Ras. 3,635,100,000 during 1924-29. See RIT in 193233,
p. 138,
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& India vs. Dominions and Colonies as Market for British Capital

It is necessary, therefore, to take a bird’s eye view of the
Empire resources.

Whatever be the differences in race, history and dimension
between Canada, Africa, Australia, New Zealand, the Colonies
and India, their economit situation is practically identical in so -
far as the present problem is concerned. Each one of them is
young in capital power and has to depend to a considerable
extent on the influx of this agent of production from the U. K,
The main responsibility of the UK. in the production of this
Empire-idea lies in the supply of the “‘sinews of war'" to the needy
members of the partnership.

It is the business side of the Empire-idea that' affects the
British investors. And from their standpoint it resolves itself into
a comparative study of the different Dominions, Colonies and India
as felds for investment.

All these regions, as we have said, need capital. But certain
special features must be noted in each instance.

Australia needs men. So also does New Zealand. Even suppos-
ing that the potentialities of these countries are enormous, what
could a population of, say, half a million, roughly speaking, the
inhabitants of a quarter-district of Bengal, possibly achieve ? Population
cannot be multiplied overnight. The possibilitiea of labor supply
from the U.K. or of migration® from ‘‘desirable races’’ are more-
over very limited. Both Austalia and New Zealand suffer therefare
from natural limitations in regard to their capacity for absorbing
British finance on a large scale.

Likewise is Africa’s capacity to absorb British capital limited for
the time being. Much spade-work remaine to he done in the line of
transportation and communication. Besides, the question of man-
power is especially complicated because of the fact that the tsetse fiy
and sleeping sickness remain yet to be overpowered in order to make
the continent habitable for human beings, even for the indigenous races.

Next remains Canada. Here certainly there is a vast field but the
U.S. have already entrenched themselves in Canadian industry.. And

8 For British emigration to tHe Empire couniries in North America,
Anstralia and New Zesland, South Africa and elsewhere ses the Statistical
Abstract for the U.K, 1013-1932 (London 1934), p. 13. The fgure has steadily
come down from 132,217 in 1924 to 106,900 in 1920 and 21,240 in 19532. See
also Annugire Siatistiqus de la Sociédé des Nafions 1931-32 (Geneva),- p. 55.
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jtis in the teeth of keen competition with American finance that
British capital can make headway in Canada.

When all such considerations are carefully reviewed in detail it
should appear that India, rich as it is in natural snd human resources,
is for British capital the most convenient lucrative field of investment
in the Empire, And yet in recent years no definite declaration of
pelicy in regard to India seems to have been made from the side of
British financiers. In regard to the Dominions the goal has been clearly
laid out as follows :—

“ltis the belief of the Empire Crusaders that the fostering of
key industries. in the Dominions is of vital importance not only to the
prosperity but to the safety of the Empire as a whole, and that every
effort should be made to maintain those that already exist and
encourage their growth where as yet there are none.™"

Now that Imperial Preference has become law the declaration of
such a policy of investment in regard to India should be considered
overdue. Objectively speaking, it is curious that, as we have seen
in a previous connection, relatively amall proportions of British capital
have been reaching India in comparison with the amounts reaching the
Dominions and the Colonies. Let us take the pericd from 1920 to
1923, The proportions are as follows {in millions) :

Yesar. India and Coylon. Empire minuz India
. and Ceylon.
. £ £
1820 3-6 370
1921 20-5 61'3
1922 ag-1 B4
1923 264 62-2
Total 94'G 1999

During these four years india and Ceylon obtained £94,500,000
while the share of the rest of the Empire’ was £199,900,000. The
Dominions and the Colonies obtained more than twice the share of
India.

From 1924 to 1930 the situation was as follows (in millions) :—

Year. India and Coylon. Empire minus Indin
- and Ceylon.
£ i
1024 2-8 703
1825 34 540
1826 2-1 499
1927 1-¢ 86-4
1928 77 784 -
1929 101 443
1830 28-7 414
Totad 560 425.8

-7 Beaverbrock: Empirs Free Tvade (London 1028), p. ‘14
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During these seven years the Dominions and the Colonies
obtained in the aggregate more than seven and g half times as much
as India. For four years 1924—27 India was virtually starved in
regard to the supply of British capital. One can easily understand,
how, while other parts of the Empire were being fumnished with the
“sinews of war,” India was compelled to carry on without
capital. The entire post-war period has been'one of capital famine
for India, in so far as externul finance is concerned. One realizes why
India has remained more or less stationary in industrialism at a
time when the other parts of the Empire have been growing by leaps
and bounds. Uptill now Empire Development has involved to a
considerable extent the neglect of India in favour of the Dominions
and the Colonies.

The change in the direction of Empire investments can be noticed

in part as follows where Africa is being presented as a rival to India
as a claimant to to British capital :—

Year. India and Ceylon. Africa.
£ £

1924 2,600,000 15,000,000
1925 3,460,000 15,000,060
1928 2,100,000 8,500,000
1927 1:430,096 - 58,093,000
1928 7.700,000 18,500,000
1929 10,100,000 10,500,000
1930 £8,700,000 28,500,000

Total 56,000,000 118,000,000

The partiality of the British capital market for Africa from 1924
to 1930 is registered by the outflow of more than twice as much loans
end investments towards her as towards India.®

& India’s Capital Reguirements and British Labour

It is certainly difficult to account for this relative indifferentism
of the British investing public in regard to india. And it is adding
insult to injury when the External Capital Committees’s Report
comes to the conclusion that “India already possesses a large

8 Memorandum on Inierngtional Trade }92'?-%, Vol. II, Bolances of Inter-
national Paymenis (Geneva 1931), p. 178; Federal Reserve Bulletin (Washington,
B.0., November 1932); p. 608; Midiand Bank Monthly Review (London, January

February 1933); Labour Year Book 19350 (London), pp. 145-148; Also suprs,
pp. 122-128, : g
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store of potential capital” and emphasises the general principle
that “the real solution of the problem lies in the encouragement
of the Indian investor.”’

It ‘should seem ‘that the problem has not been envisaged in
its proper perspective. A correct reading of the situation and the
needs of economic development should lead to guite the contrary
advice. The development of india's internal capital should undoubtedly
be the goal of statesmanship. But the sheet anchor -of India’s finan-
cial policy for some long time should consist in the encouragement
by all means of the influx of external capital on reasonable terms. It
is in measures calculated to facilitate the administration of adequate
doses of external finance that we should find the foundations of
genuine economic planning or ““planned economy ™’ in India.

But, then, there is-a certain section of the British public, speci-
ally in the ranks of Iabour, that is not disposed in a friendly manner
to the export of capital. According to this view, investments abroad
imply the elimination of so many chances of employment for labour
at home.

This, however, is & misconception arising from an inadequate
realization of the processes involved in foreign investment. When
British capital is invested in India or anywhere else cutside of the
U. K. people as a rule seem to visualize so many lumps of bullion
or sacks of gold sovereigns or bundles of promissory notes leaving
the British shores. What exactly happens is something different.
Foreign investments imply chiefly, if not exclusively, two things :
first, export of goods and, secondly, export of services.

In case more British capital were to be invested in Indian enter=
prise we should then see India purchasing more British goods and
employing more Britons in certain grades. And to the extent that
more articles made in the U. K. are sold in India the export of British
capital to India implies the employment of more hands in the U. K.

We may take the oils and fats, leather, glass or sugar resources of
India. In each .of these lines India can grow into a great industrial
region. The man-power is already there both for manual work and
second grade technical as well as some high class technical services
nleo. What is needed is an oil-trust, leather-trust or sugar trust,
at the metropolitan cities to tap the resources in the villages and
establish factories in different districts,—all financed and controlled
by the central syndicate. As soon as the trusts begin to function
India will need machineries, tools and implements, and chemicals,
as well a8 engineers, chemists and organizers. And all this can be
taken care of by finance in London.
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The advantages on the Indian side are considerable. Under
these conditions Indian labour will seek to leave the congested
villages and farms for the new factories and find fruitful careers in’
different lines. On the other hand, bardly anything prejudicial can
happen to the British working classes, for a growing market is auto-
matically created for the products of their labour. Besides, it ia
self-evident that it is only those portions of “surplus™ capital which
do not find “profitable” market in the U, K. that will seek Indian
and other external business. British labour does not necessarily have
to be jealous of the fields of investment in India, for it is only
when it finds that the local market is fed up that British capital tends
to be abroad looking for employment.

& Industrialized India a Foundation of World Prosperity

Here, perhaps, the British industrialists and exporters may have
their objections and not without reason. For, we are looking for-
ward to an allround industrialization of India, including the elevation
of agriculture to the technical plane. Incidentally, it may be observ.
ed that modernized and scientific agriculture is essentially an aspect
of industrinlization,—involving, as it does, machineries and chemieal
fertilizers on the technical side, and co-operative banking and the
organization of transportation and marketing facilities on the economic
side. And India, industrialized in every item, is bound to tell in
the long run on the U. K.’s manufactures.

But here, again, the situation is not so pessimistic as it appears
at first sight. All the countries that have been getting industrialized
since the War,—Latin America, Soviet Russia, the Balkan States, italy,
China, India,—are in need of tools and implements,—Produktionsmitiel
i,e., instruments of production,—invelved in the processes of industri-
plization and these have to be imported from the long-standing or
*‘adult” industrial powers.® In the second place, whenever the
question of ‘‘quality’’ arises, these youngsters are bound to place their
orders with the adult nations. And finally, the more industrialized

8 Dis wirtschafilichen Erdfte der Weli (Dresdner Bank, Berlin, 1927);
Wortinsky: Taisachen und Zailen Europss (Vienna 1830), pp. 166-180; Supra,
Pp. 98-100. For comparabive and historical figures relating to the big steel,
chemical, textile, and eolecirical “powers” see Annuaire Statistigue de la
Btatistigue Generale de lo France 1931 (Paris 1932), pp. 72, 305°, 834%, 343°,
45",

i8
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- these countries are the richer they become, their purchasing power
increases and along with it the demand for foreign supplies.1®

So far as India is concerned, the true patriotic regret should
be not so much that she has bought British goods but that she has
been too poor to buy enough of them. This is another way of saying
that India been unable to produce a Jarge number of goods of different
qualities to pay for the imports. The more India advances in
Swadeahi, i.e., in indigenous industry movement the more will she
have to depend on abroad,

Altogether, the cumulative result of all these industrializations
abroad can but lead to a slow but sure transformation of the British
industrial system and business organization. The U. K., Like the
other industrial “‘great powers™, will be compelled to revise or re-
arrange their manufacturing forces and change the direction of their
services to mankind, They will have to specialize in the higher
and finer classes of goods, more precise instruments and elaborate
or complicated machineries, the young countries being left to
handle the “intermediates’” and semi-manufactures. A new industrial
and commercial revolution is being consummated under our very
eyes. But this is in no way detrimental to the interest of the big
industrial powers of today, provided they know how to go onm in
a wide-awake manner,

The exports and importe of the eight industrial countries, namely,
Austria, Belgium, Czechoslovakia, France, Germany, ltaly, Switzer
land and the United Kingdom between themselves in recent years
show that industrialization in @tead of being a hindrance has really
been a stimulus to the trade in '‘finished goods™. The foreign trade
(export and import) of these eight countries combined from 1911-13 to
1927-29 can be seen in the following table mrranged as it is in three
categories of commodities (in Reichamarks)** :—

Goods 1511-13 1997.29
BRM BRM
1. Food stuffs, including living animals 4,300,000,000 3,900,000,000
2. Raw Materials 11,300,000,000 13,000,000,000
8. Finished Goods 18,500,000,000 19,100,000,000
Total £9,400.000,000 86,000,000,000

6 Midiand Bank Monthly Review (London) on British and Amesrican Qspi-
tal in the Jowrwal of the Bengal Nalional Chamber of Commerce, December, 1931,

11 Behlote: “Zor TFrage  der sogenamnter  Enteuropiisiernng des
Welthandels' in Weltwirtschafiliches Archie (Jens), for April, 1933, pp. 383, 400.
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The percentual proportions of these three categories of goods were -
as follows during the two different periods :—

Period Food Raw Materials Figished Goods Totai
191113 145 885 470 100-¢
192729 108 861 51 1000

The tade in food went down from (4’5 to 10'8 per cent and
that in raw materials from 38'5 to 36’1 per cent. But so far as finished
goods are concerned the trade went up from 47°C to 53'I per
cent. Duoring 1911-13 finished goods constituted 47°0 per cent of the
total foreign trade of the eight countries in question. During [927-29
the proportion was 53'l per cent. And in absclute figures,—with
1911-13 as 100, the pade in foodstuf in 1927-29 was 92 and in raw
materials 115 while that in finished goods 139. Itisin the feld of
finished goods that Austria, Belgium etc. have grown into better
purchasers of one another than in regard to other categories of
commaodities, .

From 1920 to 1929 while the total imports of the U. 5.2 went
down from 5,278,000,000 dollars to 4,399,000,000 dollars the imports
of ‘‘finished goods’’ actually rose from 877,000,000 dollars to
994,000,000 dollaxs. In Germany during the same period the imports
of finished goods were more than quadrupled ( from 558 million Marks
to 2,269 million M) at a time when the total imports were increased
less than 315 times { 3,929 million M to 13,447 million M ).

During the quinguennium 192429 Czechoslovakia more than
tripled her takings of foreign finished goods ( from 1,995 million crowns
to 6,229 million crowns ) while her total importa were less than double
{ from 10,221 million crowns to 19,876 million crowns J.

In haly the index of total imports roze 23 per cent only from 1920
to 1929, but that of imports in Anished goods rose 6] per cent.

The pre-war average in Indian !* imports of manufactured goods
was valued at 1,120 million Rupees. ltrose to 1,930 million Rupees
in the post-war quinquennium. The rise was 72 per cent. During
the same period the total exports rose from 1,460 million Re. to
2,540 million Rs, the rise in the coefficient being nearly 73 per cent.
Foreign goods in the line of manufactures were rising in the import
schedule zlmost in the same proportion as other kinds of goods.

12 The tripariite classifieation of imports for these and other couniries from
1821, 1872, 1894 stc. down to 1931 may be seen in the Awunugire Statistigue de la
France (Paris 1932), pp. S89"-391." )

13 EII 192820, pp. 148-140, 1832.83, pp. 160-161.
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From the peak as represented by the post-war average the total
imports came down to 1,330 million Rupees in 1932-33. The decline
was 47'7 per cent. But during the same period of depression the fall in
the imort of manufactured goods was 50°3 per cent, i.e., slightly deeper
{ from 1930 millions to 950 millions ). The import of manufactured
goods was therefore relatively somewhat less than that of other
goods. But altogether from 1905 to 1933 the imports of manufactures
may be taken to have advanced almost parallel to those of other
goods.

It is, however, necessary to observe thatin Indian statistics the
category, ‘‘finished™ goods, is not used. We have taken that group
only which is described as ““articles wholly or mainly- manufactured'”,
But perhaps it should be remsonable to inclade some of the articles
mentioned in another group which is known as *‘mainly unmanufac-
tred.” *‘‘QOils, vegetable, mineral and animal,” for instance, are
to be found in that group. The imports on this item are quite heavy,
for instance, Rs. 39,488,000 ( pre-war average ), Rs. 82,833,000 ( post-
war average ), Rs. 115,323,000 { 1928-29 ) and Rs. 80,001,000 (193233 ).
If this and similar items are added 1o the previcus group the
proportion of “‘finished” goods to other goods in India’s imports
would: be found to have increased during the last quarter of a
centiury or so. ’

The industrialization of India to the extent that it is likely to be
promoted by Imperial Preference can thus really be an economic
force such as cught to be appreciated by indnstrial adults ike Germany
and the U. 5. A.2¢ As an aid to the increase in the purchasing power
of Indian agriculturists Imperial Preference should be appraised as a
source of inspiration to the German and American exporters.

Continental and American economists ought therefore to look upon
industrialized India and the new British Empire-<complex as the
foundation of world-prosperity in the long run. ‘

7 India’s Emigrants and Empire-Economy

The import of capital:from the U. K. is but one aspect of India’s
fundamental economic problems as a member of the British Empire.
India cannot afford to be neglected and discriminated against. If
India is to function as an efficient member of the Empire economy she
must have adequate supplies of British capital on reasonable and
honourable terms. Students and statesmen of Imperial Preference

14 Barker: Applied Economics Vol. I, (Calentta 1832), pp. 260, 200-297.
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both in India and the U. K. would have to devote greater attention to
this item of reciprocity in inter-imperial relations as envisaged from
the Indian angle.

The other aspect of Empire-economy which affects India
profoundly lies in the domain of inter-imperial population movements,
India bas need to export a part of her human resources and she
cannot afford to be discriminated against in any region of the Empire.
It is not enough to establish reciprocity and preference in regard to
goods only. The two other arms of international trade, namely, the
migration of finance as well as the migration of labour, also will have
.to be attended to in a genuinely imperial manner.

India has already a South African question which from the Indian
side cannot be taken as closed. Students of Empire-economy will
have to discuss to what extent South Africa is in a position to evolve
a democratic polity such as would be elastic enough to admit Indian
settlers to the civil liberties of the modern world. Today a uni-racial
state, if it ever was a reality, is as much a thing of the past as
“national” economy. Especially is this rue of undeveloped, new
regions, each one of which is bound to be a multi-racial, hetero-
national, polyglot state. Here one touches indeed the very
foundations of the modern world and the anatomy of contemporary
civilization. -

Economically speaking, it would be as suicidal for South Africa
or Australia to reject the imports in men and women from India as
it would be for India to boycott foreign machineries and foreign capital
resources. South Africa might afford to do it on two conditions.
First, if the United Kingdom were prolific enough- And in the
second place, if the U. K. chose to direct the whole exodus of surplus
lIabour force exclusively to South Africa.2® But it is doubtful whether
the growing social ideals of birth control are going to be sacrificed
in the interest of the Dominions. FEconomic considerations should
therefore counsel South Africa not to close her doors to Indian
immigration. To use an old Ricardian expression, it is the demands
of “natural traffic’” that attract Indians to South Africa. The immi-
gration and settlement laws of South Africa have been militating
against the “natural distribution”” of the world’s population resources.
Especially, when reciprocity has become the fundamental principle
of Empire-economy South Africa's obstinacy in the matter of

15 For emigration from the U.K. to South Africa see St. Absf, 1913-87
(London 1934), p. 13. .
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From the peak ae represented by the post-war average the total
imports came down to 1,330 million Rupees in 1932-33. The decline
was 47°7 per cent. But during the same period of depression the fall in
the imort of manufactured goods was 50'3 per cent, i.e., slightly deeper
{ from 1930 millions to 950 millions ). The import of manufactured
goods was therefore relatively somewhat less than that of other
goods. But altogether from 1905 to 1933 the imports of manufactures
may be taken to have advanced almost paralle]l to those of other
goods,

It is, however, necessary to observe that in Indian statistics the
category, ‘‘finished’” goods, is not used. We have taken that group
only which is described as ““articles wholly or mainly- manufactured”.
But perhaps it should be reasonable to include some of the articles
mentioned in another group which is known as “‘mainly unmanufac-
tured.” ¢'Oils, vegetable, mineral and animal,”” for instance, are
to be found in that group. The imports on this item are quite heavy,
for instance, Rs. 39,488,000 ( pre-war average ), Rs. 82,833,000 ( post-
war average ), Rs. 115,323,000 { 1928-29 ) and Rs. 80,001,000 {1932-33 ).
If this and similar items are added to the previous group the
proportion of “‘finished” goods to other goods in India’s imports
would- be found to have increased during the last quarter of a
century or 0.

The industrialization of India to the extent that it is likely to be
promoted by Imperial Preference can thus really be an economic
force such as ought to be appreciated by industrial adults like Germany
and the U. S. A.2* As an aid to the increase in the purchasing power
of Indian agriculturists Imperial Preference should be appraised as =
source of inspiration to the German and American exporters.

Continental and American economists cught therefore to lock upon
industrialized India and the new DBritish Empire-complex as the
foundation of world-prosperity in the long run.

7 India's Emigrants and Empire-Economy

The import of capital:from the U. K. is but one aspect of India’s
fundamental economic problems as a member of the British Empire.
India cannot afford to be neglected and discriminated against. If
India is to function as an efficient member of the Empize economy she
must have adequate supplies of British capital on reasonable and
honourable terms. Students and statesmen of Imperial Preference

1¢ Sarkar: Applied Economics Vol. I, (Caleutta 1032), pp. 269, 200-297.
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both in India and the U. K. would have to devote greater attention to
this item of reciprocity in inter-imperial relations as envisaged from
the Indian angle.

The other aspect of Empire-economy which affects India
profoundly lies in the domain of inter-imperial population movements,
India bas need to export a part of her human r:sources and she
cannot afford to be discriminated against in any region of the Empire.
It is not encugh to establish reciprocity and preference in regard to
goods only. The two other arms of international trade, namely, the
migration of finance as well as the migration of labour, also will have
.to be attended to in a genuinely imperial manner.

India has already a South African question which from the Indian
side cannot be taken as closed. Students of Empire-economy will
have to diascuss to what extent South Africa is In a position to evolve
a democratic polity such as would be elastic enough to admit Indian
settiers to the civil hberties of the modern world- Today a uni-racial
state, if it ever was a realily, is as much a thing of the past as
“mational’” economy. Especially is this rue of undeveloped, new
regions, each one of which is bound to be a pmlti-racial, hetero-
national, polyglot state. Here one touches mdeed the very
foundations of the modern world and the anatomy of contemporary
ﬂ‘ﬁﬁm‘ X -

Economically speaking, it would be as saicadal for Soath Afica
or Australia to reject the imports in men and women from India as
it wounld be for India to boycott foreizn machineries and foreign capital
resources. South Africa might afford 10 do it om two conditious.
First, if the United Kingdosn were prolific enough. And m the
second place, if the U. K. chose to dect the whole exodus of surplus
Iabour force exclusively o Somth Africa.2* Bt it is doobtful whether
the growing social ideals of burth control are goimg to be sacrificed
in the interest of the Dominions. Fcomomic considerations should
therefore counsel South Africa not 10 close her doors to Indian
immigration. To wse an old Ricardian expression. it is the demands
of “nanmal raffic™ that attract kndians o Somtbh Africa. The immi-
gration and settlement lhws of South Africa have been militating
againat the “‘natral distribution™ of the world's popalation resomrces.
Especially, when reciprocity has become the fandamental principle
of Empie-cconomy South Afica’s obstinacy i the matter of

15 For emigration froms the UV.K. ts Somth Afriea see S5i, Abst. 191339
(ondon 1534), p. 13
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declaring herself a forbidden land to Indians can but be tantamount
to perpetuating an economic anachronism.!®

8 Swara] Through Imperial Preference

The full import of Imperial Preference remains to be understood
not only by the British financiers, Continental and American
economists as well as the Dominion statesmen but also by the Indian
nationalists.

One must not ignore that “external’” capital apears objectionable
to Indian patriotic sentiment. But whatever be the sentimental
orientatione to British finance, our nationalists and patriots must not
forget the objective fact that it is mainly through this capital that
India is already the eighth industrial power of the world and that
not ohly the working-men, but also the intellectual classes, those who
constitute the back-bone of the Swaraj {sclf-government) movement,
owe their awakening and spiritualization in a great measure to the
enterprises run or controlled by the British people in India. And
more British capital will imply more prosperous peasantry, more
organised’ and efficient labor, more self-conscious middle class and,
paradoxically enough, more Swaraj.

The time is opportune for discussing the establishment of a
ministry of economic development or bureau of national welfare in
connection with the Supreme Government at Delhi,—together with
its provincial affiliations. In order to be assured of continuous con-
tact with the developments in policy and thought in Great Britain
this ministry or bureau should have a strong and adequate staff to
represent it permanently in London. The functions of this setof
officers will consist in connecting the different resources of the
Empire with one another especially with reference to India, That
would be the nucleus of a real “planning’’ for the Indian economy-.

In the near future the legal, economic and political relations
between nations are going to lose much of their traditional significance.
International intercourse bids fair to assume the character of a round-
table study of the raw materials, human agencies, and financial
resources of the world with a view to the fullest utilization of each in
the interest of the happiness of mankind. The patriots and nation-
alists of the different sections of the world must have to re-shape their
philosophies and policies en rapport with the demands of the new

18 The Nntignslist Party, the morthern section of the Bouth African Party,
ag well as the Labour Party are all anti-Asisn in policy. Bee Political Handbook
of the World 1880 (Councii of Foreign Relations, New York), pp. 171-172.
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era of Imperial inter-dependence, mutual exploitation and world-
economy. 1he economists of India also will have to get oriented to
the new foundations of her national economy and learn to develop it
as an integral part of Empire-economy.



Chapter XIi
CONCLUSIONS

On an unpolitical, economic analysie it appears that Imperial
Preference is one of the important factors calculated to help forward
the industrialization of India and heighten the standard of living of
the British working classes and consequently o enable the British
Empire thus enriched to function as a better purchaser of non-Empire
goods. The rationalization of the British Empire brought ahbout
by this Imperial Preference ought then to be appraised as a solid
plank in the tightening of the mutualities involved in the establishment
of the world-economy on a sound foundation.

The study has been conducted from the standpoint of comparative
tariff policy and as objectively as possible on the basis of international
slabistics In imports and exports. Some fundamental theoretical
considerations bearing on the nature of international trade, especially in
its dynamic aspects, have not failed to emerge as a result of this
realistic investigation. They have indeed constituted the milieu of
the entire analysis and furnish the keynote to the interpretations of
the data brought together in this survey. The study may well close
with a resumé or rather a generalized statement in regard to the
economics of Imperial Preference as a tariff policy in its bearings on
the members of the Empire-economy as well as on the rest of
the world.

Whatever be the tariff policy, protection as, generally speaking,
with the German Zollverein, or free trade as with the Cobden-Chevalier
Treaty, the motive in each case for every state is the promotion
of its wealth, the increased prosperity of its people. Historically
speaking, it is interesting to observe that the wealth of naticns bas
grown under the one tariff as under the other. Pragmatically
considered, it is just the conjuncture of circumstances, more political
perhaps than economic or social, which brings one policy into
greater limelight than another. And atany rate, the conjuncture is
usually too pluralistic to admit of any factor, however powerful,
as being regarded as the exclusive or “‘determining” factor. I
should be as unscientific to be a tarif monist as a currency monist.
Indeed, in every economic complex the two forces, technology and
business organization, both involving finance as a matter of course,
have always played such a great role that it is well nigh impossible
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to scientifically isolate the tariff policy and examine its unsided
contributions to the general welfare and material prosperity. We are
forced to begin with a general proposition to the effect that no
matter what has or has not been claimed in favour of free trade as
an historic fact, protection assuchis in the long run not necessarily
an effective barrier to international trade, i.e., a positive hindrance to
the export and import of goods except perhaps superficially and
temporarily, a3 one can notice today in the epoch of world economic
depression since 1929. And in any case, protection cannot be charged
with having retarded the progress of mankind in the standard of
living, purchasing power, financial strength etc.!

As a tariff policy, Imperial Preference of the reciprocal brand is
protective so far as the U. K. and the Dominions are concerned, but
generally free from the standpomt of India and the Colonies. The issue
of free trade versus protection is in the lasi analysis not an important
consideration. The most important item is the channel along which
the energies, capital and population resources as well as finished goods
and raw materials of the world are going to be diverted on account
of the conscious and deliberate tightening of the bonds in order to
construct the British Empire Zone. It should be remembered that
protection has for some time been an integral part of the tarif policy
in India although not to the same extent asin the U. K. under the
Import Duties Act of 1932,

The Ottawa Agreement of 1932 bids faxr to!:e as epoch-making
in the transformation of the world's economic system as the Cobden-
Chevalier Treaty of 1860 and the Deuischer Zollvercinof 1833. In
its actual economic consequences for the Empire-economy it is likely
to be as far-reaching as was the Zollverein for Germanic territories.?

The Empire-economy is not going to be a geschlossener
Handelsstaat (“closed commercial state'’) like the utopia conceived
by Fichte, but an enlarged and strengthened economic unit developing
its relations with the other economic units of the world in an active
manner. The four Empire regions will tend to become “richer’” and
therefore to buy more from and sell more to the non-Empire world.

1 Sarksr: Applied Economics, Vol, I, pp. 203-204.

2 For CGermany today also n preferential system is. being demanded. See
Werner: “Hundery Jahre deutscher Zollverein’ in Teobnik wund Wtrtscﬁaft
(Berlin, January 1934}, pp. 5-10.

In this connection it im important to exemine the problems of preference in
regard to the Danubian economies such as sre analyzed by Hpnios in Le Mois of
Paris. BSee Hatsegna Kconomica (Nasples) for April 1934, pp. B0S-807..

9
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The redsons are obvzeu.s, Poirt:caf auiarchy can be, as it has
‘been, a reaixty but except in primitive anthropological conditions
economic -autarchy is # ¢ontradiction in terms. In the political field
nahonalm_n. is by nature exclusive, but as soon as economic nation-
alism makes its appearance it dissolves itself into an active agent
in economic internationalism. The wealth of a group fructifies
by influencing the economic activities of its neighbours.?

Under the z=gis of Imperial Preference the circulation of goods
for eonsumption as well aes production, services and capital
between the different members of the Empire is likely to be more
intense and vigorous. But this intensity and vigowr can but
manifest themselves by influencing the outside world as consumer
of its goods and producer for its markets. Imperial Preference
which is apparently intended to bring about an economic
sutarchy for the British Empire will factually turn out to be but a force
in the elevation of the entire world to a higher standard of living.

Besides, it has been pointed out that Imperial Preference as
actually established is not of a rigid character. The system is
elastic enough to udmit of new ‘‘preferential’”’ arrangements with
non-Empire countries.

Within a few monthe of the signing of the Ottawa Agreement
Denmark guaranteed to buy from the U. K. 80 per cent of her
coal requirements while in return the U. K. guaranteed the import
of a cé:_tain quota of bacon, butter, and eggs. A similar
reciprocity was entered into between Germany and the U. K. With
Argentina an agreement was likewise signed to the effect that the
U. K. would impose no new tariffs upon chilled beef for three years
and would have lower duties on certain goods in Argentina as well
as favourable freatment in regard to British undertakings.*

Each of the four economies in the Empire-economy, the British,
the Dominion, the Indian and the Colonial, will be affected by
Imperial Preference in its own way according to the different
degrees of development attained by it at the present moment. A
general result will be the industrialization of the Indian as of the
Dominion and the Colonial economies, no doubt, at different rates.

8 Tor internstions] finance and commerce as the basis of Indian national
economy sse Sarkar: *“The Ecomomic snd Finsncial Policy” (Indian Commercial
and Btatistical Review, Calentts July 1954).

4 Supra, p. 128; see also “The British Trade Agreemenis” im the Lioyds
Dank Merdily for Jupe 1933 and “Empirs Trade” in the same Review for
October 1088,
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These industrializations (the so many Swadeshi movements withini. the
Empire} will lead to an overhauling of the industrial systess of the
U. K. itself. While the foundations of the productive aystem and
economic order in the different parts of the Empire overseas ara
gomg to be relaid the organization of industry and trade at. t&a
“metropolis™ cannot but undergo a fundamental remaking.

Those industries which cater to the production of simpler and
elementary goods will have to be more and more abandoned by
the U. K. in favour of altogether new or pioneering industries or
of such as cater to the production of goods,; machineries, tools
and implements, or of quality-goods. The process involved will be
tantamount to a radical transformation which may be described as -
the "‘second industrial revolution’ as distinguished from the first
industrial revolution in India and the Colonies and to a certain extent
the Dominions.

On account of the increased purchasing power and the industria-
lization facilitated by the Imperial Preference India, the Dominions
and the Colonies are expected to buy more and more from Germany,
the U. S. and other industrial countries also as from the U. K. Axnd
the impact of all these industrializations within the Empire Zone on
Germany, the U. 5. etc. will be identical with that on the U. K. That
is, a thorough-going reconstruction of German and American as of
British industries is bound to become a reality leading thereby to
the consummation of their ‘second industrial revolution™. The
industrial structure of Germany being the most nearly allied to the
British, Germany will feel the impact of the Swadeshi movements in
India, the Dominions and the Colonies more or less to the same extent
and in almost the same manner as the United Kingdom.

The socio-economic conseguences on the ‘“industrial adults™ of
the non-Empire world will thus be analogous to those on the U. K.
The most characteristic feature of the business morphology in all
these regions will be the iransfer of finance from old grooves of invest-
ment to new channels. This change in the direction of capital
outlay or indeed the entire complex of transformations leading to the
replacement of the old by the new kinds of business cannot but be
a costly and painful transition, involving losses, bank failures, crises,
unemployment. The period over which the transition is to spread
itself is not likely to be a period of business rest or stability in ewrrency
and public finance. But in this absence of rest and stability Germany
and the U. S. A. are to have their share as much as the U. K.

The present world-depression (1929-34) has indeed come
independently of the Imperial Preference. The measures connected
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with this tarif policy are likely, as we have observed before, to
mitigate here and there in piecemeal manner some of the aspects of
the universal crisie. But the depression is not going to be mastered
by it alone and may tend to go on, although perhaps once in a while
in somewhat less acute forms, being really buta manifestation of
the secular changes that are calculated to transform the world in
the course of half a generation or 50.*° These depressione and crises—
the sufferings and dislocationg —are the prices that the world-economy
has to pay in ite efforts to get rejuvenated according to the latest
demands of technocracy. The industrialization of the backward and
undeveloped or *“'younger™ regions of the Empire which the Imperial
Preference is likely to promote will carry benefits as well as sacrifices
as much to U. K. as to the non-Empire regions. [t iz impossible for
the Empire-economy to function alone and in splendid isolation
without reference to the world-economy.

No matter what be the political relations or constitutional types
the effect of world-forces, for instance, of industrialization in India
on Germany will be of the same nature as on the U. K. because of
the similarity of economic morphology between these two industrial
adults. Imperial Preference is destined to function but as another
factor in the promotion of rationalization and evolution of the second
industrial revelution such as had been going on _during and since the
War in more or less the same manner both in Germany and the U. K.

For the next decade or half a generation the industrialization of
the Colonies is perhaps not likely to be heavy enough to enable
them to compete with other industrial centres. But the industries of
India as of the Dominions are expected to compete with those
of the U. K. as of Germany, the U. 5., Japan etc. in regard to
elementary goods. India, for instance, will have to compete with them
pot only at home but also abroad especially in Asia and Africa.®

We have noticed in a previous connection that as exporter
India is already known. not only as an agricultural but aiso as an
industrial country {p. 63). The exports of jute bags rose, for instance,
from 339,100,000 in pre-war years to 434,000,000 in 1930-3] and of
jute cloth from 970,000,000 yds. to 1,271,000,000 yds. during the

5 Sarker: Applied Economics, Vol, 1, (1932), Chepter on **World-Crisis,”
pp. 289-292. i

8 For Indis's exporis fo Ireq, Kenys and Ugands, and Portuguese East
Africa soe Trade Mission o the Near East and Afriec {Calentta 1928), pp. 84,
141, 104, 249-253. Boe also “A Voics from Tangsnyiks” in the Joursal of the
Hengal Nutional Chomber of Commerce for March 1027,
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game period. In 1931-32 there was a decline in each item on account
of the depression.” In cotton manufactures the exports of coloured,
printed or dyed piecegoods rose from 42,384,000 yds. in pre-war
quinguennium to 95,784,000 yds. in 1931-32.° _

We shall indicate the geographical distribution of some of
these exports. The export of Indian cotton twist and yamn {in value)

took the following direction” :— .

Country Pre-war 1929-30 -19381-82

{in {in {in
Rs. 000) Rs. 000) Rs. 000)
1. Egypt 1,012 3,712 1,336
2. Persia 1,205 8,412 3,820
8. Btraits Bettlements 2,441 841 532
4,658 7,979 5,688

The foreign markets for Indian cotton manufactures are indicated
below (in value of exports) :

Prowar. 1529-30 3931-32

{in {in {in

Ras. 000) Rs. 000} Ras. 000)

1. Kenya Colony 1,001 3,686 1,878

{Britich)

2. Tanganyiks (Britich) 1,246 2,675 2,258
8. Bomaliland {{{alian) 244 811 113
4. East Afriea (Portuguese} 908 2,026 1,451
5. Aden {British) 1,838 1,283 831
8. Maskat 526 1,089 877
7. Arabis 283 2,087 1,663
8. Bahrein Islands 448 1,836 1,471
8. Ceyion 3,803 8178 7,004
10. Persia 1,373 . 4,638 4,831
11. Sism 1,075 2,844 1,236
i2. Btraits Bettlements 5,758 10,580 4,824
13, Irsg 8,607 4,430
14, Turkey in Asia £,950 280 157
24,344 44,817 §2,820

The exports rose from Rs. 24,344,000 to 44,817,000 in 1929
but fell to Rs. 32,320,000 on account of the world depression.?® The
countries are situated mostly in Western Asia and Eastern Africa.
it is clear that inspite of the depression these markets continue

7 RTI., 198182 p. 227 8 Ibid., p. 298,
9 Ibhid., pp. 201-234.
10 For further depression during 193233 ses RTI., 1933, u. 220.
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to b very valuable and are indeed more valuable than in pre-war
years. It is in these regions that the problems of industrialized
India as exporter are going to be acute on account of international
competition during the next decade. And the brunt of this
competition will have to be borne almost exclusively by capitalism
such as has been growing under Indian auspices,'*

11 Sarkar: “Economic sud Finencial Policy” (Indian ComWercial and
Statistical Review, Osloutta, July, 1934).



Appendix
THE FUNCTIONING OF THE OTTAWA AGREEMENT

It is only recently that indices to the retreat of the world-economic
depression have been slightly in evidence’. But otherwise up tll now
the Ottawa Agreement has been functioning under the shadow of
the universal crisis. It is perhaps to a certain extent as one of the
antidotes to this crisis that Imperial Preference may be said to have
been planned.

Itisin the perspective of those abnormal conditions, therefore,
that the following figures® relating to the functioning of the Ottawa
Agreement down to September 1933 bave to beread. Two tables
for 1931-33 are being exhibited. One describes the imports, exports
as well as the re-exports® of the U. K. in absolute figures as well as in
percentages, first, with the Empire countries, and secondly, with the
non-Empire countries, as follows:

The United Kingdom's Trade with Empire and
Non-Empire Countrics

Jdanuary o Beptember Januoary io September
1091 1932 1933 1931 1932 1933
(£°000) (£°000) {£°000) Percent Per cent Por cend
Imports from .
Empire Countries 180,868 183,412 181,720 2911 8526 3725
Non-Empire Ceuntries 440,487 336,803 306,134 70'89 64:74 o275
All Countries . 621,353 520,215 487,854 10000 300°0C 100-CC
Ezxports (British
FProduace) ta:—
Empire Countries 129,262 123,486 118,218 4421 4568 4405
Non-Empire Countries 163,120 147,621 150,172 5579 5445 6585
All Countries 202,301 271,107 268,300 10000 100-00  100-00-
Exports (Imported Marchan.
dige) i.6. “Re-oxports”’ to:—
Empire Countries 12,026 £916 7,568 2492 2284 2036
Non-Empire Countrios 86,228 30,113 20,507 7508 7718 7984
All Countries 48,255 39,028 37,163 10000 10000 10000

1 Sarkar: “Indian Export, Prics and Exchange Movements on the Evs of
Revovery (with reference $o Economic Stracture sad Ecouomic Plenning)” in the
Financigl Times, Calcutte, January-August 1934

2 Barelays Bank Monthly Review (London), January, 1834, “U.K. Trade
and the Ottawa Agreement'’ pp. 3-8.

3 On re-exporta seg Supra pp. 112, 113, 12L
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The persistence of the depression is embodied in the absolute
decline in both imports and exports as exhibited in the above
table, which comes down to September 1933. But it ia clear that
so far as imports are concerned the Empire countries have advanced
from 2911 ‘per cent in 193] to 3725 percent in 1933. In other
words, the U. K. has been importing relatively more from the
Empire than from the non-Empire countries, In regard to exports,
however, the relative position of the Empire and the non-Empire
countries as markets for the U, K. has remained virtnally the same.

From the returns for the frst guarter of 1934 (January—March)
we can glean the following Bgures with special reference to ,ﬁté
Empire countries :

Compared o the corresponding
] quarter of 1933 -
1. Importzofthe U. K. : £72,089,000 +18%
2. Experta from the U. K. £41,880,000 + &%

The expansion on both heads should evidently point perhaps
to a somewhat pronounced retreat of the depression.*
 Ancther table is being exhibited below in which we have a
special survey of the British Empire-Economy with reference to the
U. K.'s imports, exports, and re-exports, hkewme in absolate figures
as well as in percentages.

The Empire Trade of the United Kingdom

- January-te September January to Beptember
1931 1932 wt 1833. 1881 193z 1833
{£1,000) {2%,000) (£1,000} p. cent p. cent p.cend
Imports from :—
Irish Free State 25,029 19,880 12,488 4-19 582 258
Ynion of South Africa 9,’:' 95 10,717 16,102 1-58 206 207
Sonthern Rhodesia 794 756 802 012 015 0-18
British Indie 24,424 21,913 24,307 398 421 4-58
Augtralia 32,160 34,659 34,281 5-18 687 703
New Zealand 81,464 81,535 81,408 506 §-08 644
Canads 22,008 28,768 82,001 854 553 656
Newfoundland 1,576 - 1,248 1,418 0-22 - 094 028
Total from British
Empire 180,866 183,412 181,720 25-11 8526 a7-25
Total tgam British )

gm lreE e:}:;ln;ws
nish RFOS  misst 163,592 169,232 2493 Sl'dd 3469

Exports {British ?roduce} 40 ¢

Irish Freec State 22,651 20,884 13,812 778 771 515
Urnionef Scuth&fncais,%l 13,815 18,658 557 478 6'-3’?
Bouthers Rhodesia 1,107 829 1,056 038 g-31 03
British Indis 24,740 95506 24,436 846  DBd 910
Australia 10,976 14229 15414 875  &25 574

4 Hobson: “Trade Recovery and the Future” in Lioyds Bonk Limited
Monthly Review (London), July, 1034, pp. 256397,



THE FUNCTIONING OF THE OTTAWA AGREEMENT 153

Jauusry to Septomber January to Ssptember
. 1931 1932 1333 1831 1033 1939
(£1,000% (£1,0003 {£1,000) p-cent p.cent p.cent
New Zealand 8,528 7,658 §,97D 02 283 2°60
Canada 16,275 12 011 12,114 8557 - 443 4-51
Newfoundland 408 423 4?4 0l4 o156 018
Total to British

Empire 120,262 123,488 118,218 4431 4555 44.05
Total to British Empire
exclusive of the . .

Irish Free State 108,611 102,592 104,408 34.48 87.84 38.80
Exports {Imported

Merchandise} i.e. “Re-exports’ to:— )
Irish Free Btats 6,406 4,808 5,403 13.27 12.65 9.16
Urnion of Soutk :

Africa 789 391 419 1684 1.00 1413
Scuthern Rhodeasin a1 18 19 C-06 0-05 0-05
British India 821 436 484 1-29 1-11 1-30
Anstralia 481 438 548 100 112 1:46
New Zealand 421 294 201 087 o567 054
Canads 1,194 672 750 8-47 ,1'?2 202
Newioundland 63 50 50 13 018 4-13
Tatal to British .

Emupire 12,026 8,915 7,566 2492 92284 2036
Total o British Empire
exclusive of the
Irish Freo State 5,620 4,017 4,163 11-85 1629 11-206

This table may be supplemented by the following figures for the
first quarter of the current year {January—March 1934);

Compsred to the correspondin,
- quarter of 1938 £
orts of the U, K.
m ndia and Ceylon £,13,886,000 +41%
2. Exports from the U. K.
to India and Caylon £9,344,000 +1%

The special study of the Empire trade as exhibited in the above
tables indicates that the U. K. has beén importing larger values
from India. The fall in 1932 from the position of 193] was
almost wholly made up in 1933 in so far as sabsolute figures are
concerned. In percentual relations, again, in 1933 Indian goods
represented 493 per cent of the total U. K. imports from the
world. The percentage rose from 42! in 1932 and 3'93 in 1931.
India’s hold over the British market: was thus stronger in 1933
than in 1931, In so far as the impact of Imperial Preference is
to be seen in these developments itis found to be connected with
the expansion of Indian exports in the U. K.®

5 BSupre, pp. B4, 5859, 85.67, 80-71. Bee Sarkar: "“The Logic of the Ottaws
Agreempnt” in Arihik Uenati (Economic Progresa), Caleutta, Novembsr 1832 and
April 1938,

20
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On the other hand, in regard to the U. K.'s exports to India
there was some decline in 1933 compared to the situation in 1932
which indeed had marked an improvement. upon the condition in
193]. The decline in percentage is also to be noticed. Of the
total exports from the U. K. ‘9’10 per cent -constituted India’s
share in 1933 whereas it had been 955 per cent in 1932. To
the extent that jt is possible to draw any conclusion within the
limitations referred to above, we are to observe that Imperial
Preference is not automatically associated with the expansion in
British exports to India.® But the returns of the period from
}anuary to March 1934 show that exports from the U.K. to
India and Ceylon were valued at £ 9,344,000. This i= one per
cent more than the figure of the corresponding quarter in 1933,

. From the Indian side it is possible to get the retwrne for a
complete Ottawa year (April 1933—March 1934)." In the returns
from 1932-33"be it observed en passant, not more than a quarter
is to be treated as the first Ottawa period.

Comparative figures, both absolute and percentual, are being
given from 1931 to 1934, first, in regard to exports, and secondly,
in regard to imports.

On the exports side there was a total rise in 193334 from
the figure of 1932-33 indicating perhaps a alight ‘‘recovery’” as
it does, from the depression’s trough. This abschite rise was
shared by by the non-Empire countries as well as by the Empire
countries, The greatest share in the rise fell to the U. K., as
the following table will show :—

India’s Exports to the Empire and Non-Empire Countries
"1981-33 ‘Percent 1932.33 Percent 193334 Percent

(in million {in million {in million
Rupees) Rupees) Rupees)
1. 0. K. 448,0 278 384,6 284 485,7 318
2. Total British
Empire 700,8 44-2 8208 45°8 676,0 452
8. Total Non-Empire
oouniries 895,7 b5'8 738,56 54-3 787,1 538

Grand Tetal .1,605,6 100 1,356,3 100 1,463,1 100

B Bee the discussion at pp. 81-84, 86, 87, 80.

7 Accounis relating fo the Seaborme Trode and Navigation of British India
(Delhi), March 1934, pp. 27-28; Barclays Bank Monthly Review (London), June
1934, p. 10.
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The analysis of the export percentages yields the result that
the non-Empire countries fell elightly from 542 to 53'8. Natu-
rally, therefore, the Empire countries rose correspondingly to a
slight extent from 45°8 to 46°2 per cent. But the rise of the U. K.
alone was from 284 to 31'8 per cent,—a significant improve-
ment of 3'4 per cent. The change in the "‘direction” of exports
has come about as expected.®

The imports schedule of India is now being exhibited as follows :—

India’s Imports from the Empire and Non-Empire Countries
193132  Percent 103233 Porcent 153334 Pereent

{in milljon {in million: {in milion
Raupses } Rupoes) Rupees)
1. 0.K. 4481 5.8 4330 838 475,8 41-2
2. Total British .
Eumpire &66,7 44.8 583,8 448 576,8 50-0
3. Total non-Empire
Countries 697,0 55.2 732.0 552 576,9 50-C

Grand Total 1,263,7 100 1,3258 10 1,153.8 100

The imports schedule indicates that in the period from April
1933 to March 1934 there was a decline from the position of the
previous year so far as India’s total takings of foreign goods are
concerned, The absolute decline is to be noticed asz much in the
figures relating to the U. K. and the total British Empire as to the
total non-Empire countries. It is these non-Empire countries that
represent the greatest absolute decline.

In percentual relations, however, the' U. K. rose from 368 per
cent in 1932-33 to 41'2 per cent of the Indian imports in 1933.34,
The ascent from 35°5 per cent of [931-32 is steady and remarkable.
Equally noticeable is the decline in percentage of the non-Empire
regions from 55'2 to 500" This change in the ‘‘direction” of
overseas trade as embodied in the relative percentual ascendency
of the U, K. as contrasted with the non-Empire countries has come
about according to expectations.

Let us take the figures of India’s trade with some non-Empire
countries for the period as described above, namely, from April
1931 to March 1934. The following table describes the comparative

position :** .

8 8upra, pp. TO-7L.

9 Seo p. 84 Supra for the srguments advanced in regard to both these itoms;
also Arihik Unnati, November 1932 and April 1888,

10 Harclays Bank Monihly, Juns 193, p. 10
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India’s Exports to some Non-Empire Countries
1931.32 Percent 1932.93 Percent 1033.34 Percent

{iz millicn- (in million {iv million
Hupses) Rapses) Rupses)
1. Japaa 139 0.0 140 105 128 88
2. U.B. A, 139 8.0 g8 T4 189 95
8. Germany 108 6.8 86 &5 95 &5
4. France 76 4.9 - 81 61 €9 7
§. Italy 64 4.5 47 35 67 38
india’s Imports from some Non-Empire Countries
193132 DPoercent 183233 Percent 193334 Percent
(in million (in million {in million
Rupees) Bapees} Bupees)
1. Japan 133 10.8 205 154 164 14-2
2.U.8.4 128 10.2 113 85 72 82
3. Germany 102 81 104 78 89 77

Exports from India increased in the cases of Iialy {(from 3’5 to 39
per cent) and the U. S, A. (from 7'4 10 9’5 percent). In regard to
Germany they remained constant at 65 per cent. The decline is to
be noticed in the case of Japan, namely, from 10.5 to 86 per cent,
which was almost identical with the 8'7 per cent of 1931-32 and 89
per cent of 192728

Like the exports, the imports also from Germany remained almost
constant {7'7 per cent in 1933-34 against 7°8 per cent in 1932-33).
But decline was experienced in the cases of the 1. 5. A, and
Japan, the former coming down from 8% to 62 per cent while
the latter was hit somewhat lightly since the contraction was from
i5'4 to 14'2 per cent only. : _

In 1932 the U. 5. A. exported 249 million dollars worth of
goods to India but in ]933 the exports were valued at 19°9 million
dollars only. The decrease was measured by 20°3 per cent.”

On the strength of the statistics available at present it is possible
to draw tentative conclusions in regard to one or two points. First, on
the import market of India the U, K, has gained at the cost of the non~
Empire countriea. She has commenced rising towards the pre-war
level from which she dechned in post-war years. The coefficient

412 {1933-34) is yet quite below the 42°8 of 1929-30, however."?

11 R.TI., 192829, p. 171, 1932-83, p. 183.
18 Barclays Bank Monthiy, June 1034, p. &
i3 RE.T.I., 1032-98, p. 128, -



CHART 16

Exports from India to Empire and Non-Empire Couniries during
the First Ottawa Year in Percentage of Total Esxporis

¢ 1932-34 )
o ot Mon_Ewpise - Countaies
& 1533
&»
L ngq| Ewmpire s
qu'_'?ﬁ-'-__ﬁ_ﬂ-_té_, P
L]

19
&
an - B3 Soban
ﬁ sq it. . . B [ bﬁ
Yy Serwany 3 Geamahy és
| Fy et 1 [ !
g:: —ptaly 3,5_4_&;5_ ?-?
LT 55 (ltawa Poved PIN

A To face page 156)



THE FUNCTIONING OF THE OTTAWA AGREEMENT 157

As exporter, India has not lost her non-Empire markets. Rather
they have served but to demonstrate the tenacity of India’s export
trade. And in regard to the British market India has, first, succeeded
in averting the losses to the Colonies, enjoying preference as they did,
such as she might have suffered had she chosen to remain outside the
Empire ring. In the second place, India has not only maintained her
siatus quo but actually strengthened it, increasing thereby her
command over the U. K. as supplier of the latter's external goods.
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though on that account not any the less scientifie.”

Amrita Bazar Patrika (Caloutta): “Prof. Sarkar is the founder of the prosont
day Bengali achool of economiste who snpport the linking of Rupee to
sterling at 18d. per Rupee and the exports of gold from Indis. The argu-
ments adduced sre well-remsoned, interssiisg and educative. * * *
Prof. Barkar has dene well by putting forward the claim that besideg the
three Bengali scheduled banks recognized in the proposed Reserve Bank
Bill, a few more sHonld be included.”

Insurances and Finanes Roview (Caleutta): “It way Prof, Barksr who first
roised his voice sgainst the “‘classicsl” economists, so 4o say, of Indis,
for example, the Bombay millowners. * * * In this monograph will
be found the germ of the formation of a new scheol of economic thonght
in Bengsl that appromches the ecomemic problems of the day from an
objective point of view without yielding to popular confusions or dictates
of interssted partisans in a controversy.”



APPLIED ECONOMICS
Vel. 1, Pages 320;. Nine cimrts, Prico Rs. 6

rm. Andre Siegfried (Paris); “In the ehap'f.ers conseerated &g capitalism in
‘ Bengal and rationalization in Indian industry sre discussed the guestions of
mighty imterest and I rejoice to study them ander your direction.”

F» W.  Pothich-Lawrence M.P. (London): “ Tt contains much valoable
information.” .

President ' F. Zahn, Bavarisn Institute of Biatistics (Munloh)r “The book
continues in a meritorious manndr the previous world-economic investigations
of the author. The linking up of Indian ecoromic and sociel problems with
the internationmal developments indicates enduring influences ss much on
‘Western sconomy and culturs as on India. The studiss on European ecenomic
mansgement and legislation will be valuable for Indisn economic policy.”

Prof. E. L. Bagart (IHinols): ““The last chapter on the worldcrisis I bhave read
with great interest and profit. This work is based upon wide knowledge and
enormons reading, You bring a fresh point of view to the interpratation of
sconomic evenis which is extremely velueble.”

Aligemeines Siatistisches Archiv (Jena): “‘The siudies Iying before us embody
mostly the results of -the cconomic investigations in Central, Southern and
Weetern Europe which brought the author into coniact, smong others, with
the representatives of mational and international, official, academic and.
private statistics. In Germany he bhocame known not only because of his
publie loctures and publications bat specially because of the regular Guest-
lectures at the Technische Hochschule (Techmological University) of Munmich.

“These cssays on diverse fields of Furopean and Indianm economic lifs are
mixed .ap in kaleidoscopic succession, being held together by the thomght of
promoting Indian economic policy. This is attempted in the study of the manner
in which foreign inswrence societies are comtrolled in Europe as well as of the
currency and banking theories of the Reichsbank and the Bangue de France,
The Ilatter investigations are of sspecial interest betmuse of the proposed
establishment of a Reserve Bank of India.

«In other chapters are described the sconomic devsiopments in India ns
mirrored forth i the genoral trade and railwsy traffic as well ag in the bank
.capitalism of Young Pengal. They show that India finds herself to-day in the
conditions of the “first industrial revelution'’ such as consummated itself in
England abent I785+1848 and in Germany and France about 1830-75. Con-
sequently, 8s another chapter indicates, there are to be found in India
nothing more than the traces of rationalisation, which, according to Barkar,
js the important characteristio of the “‘second industrial revelution.”

«Finally, the author deals with the relations between the regions of the
¢tfirat and the second indusirial revolutions” im the world-crisis of 1929-32.
The export of sapital and instruments of production from induatrial adults to
undeveloped regions is considered by him fo be foundation of & real world-
economy. In his theory that the industrialization of the undeveloped is
likely but to compel tho adults to embark upon the specjalization in quality-
goods and reorganization of their indnstrial structure we find #ubn’s idea
corroborated.
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“Plenty of statistical dats are utilized by the author with the object of
furnishing secure foundations for Indian economje statesmanship. - Hie
cbservations snd conclusions in' regard to the comparability of international®
statistios (p. 199), &merican statistics (p. 136), international bank statistics .
{p. 154), commercial (p. 293}, railway (p. 168} and nnemployment {p. 263)
statistics, the intorpretation of statistical dats (pp. 158,208), ete. show that-
the aunthor before making use of the Bgures has taken care to examine thoir
dependability aund significance, It is because of this cantion conpled with as
international and synthetio survey of economic events that ke has been abls to
offer s judgment on the topics in guestion that is fatltless both § in théary aod
econcmic policy.” ~ (Prof. I-Eaﬁniuget) .

American Economic Review: Prof. S8arkar, a well known Indisn scholar, efidea-
vours to determine a Pproper cconomic policy for India. It would he &
great mistake, ho concludes, for his country io adopt the metheds or
machinery of contemporsry Waeastern Europe or the U. 8., for they are
in an advanced stage of industrial development, while India ia only
emerging from the handicoraft siage. -If Western methods must be found
they should be sought in the Balkams, in Bpain or in other countries
now entering upon modern industrialism. There is something reminis-

. cent of List’s stages of sconomic deovelopmens$ in Prof. Barkar’s position.
That the industrialization of India has not procesded very far is shown
by the ossentially primitive conditioas in native banking, rsilways and
insurance. Although traces of rationalization, the ouisianding feature
of modern American industrialism, are €0 be found in the coffon mills,
the irom, the hydro-eleciric and oil irdustries, this movement in India
is still dargely exotic. Tho author belicves that fresh significance will
be given to the study of cconomic organization and societal structure if
the relstionships between the regions of the “second” Industrial Revolu-
$ion (England, France, Germany and the U. S§.) and those now entering
apon their first Industrial Revelution (India, Chins, the Balkans, South
America et¢.) are fully undersicod. He concludes that the standards of
living in Western Europe and the U. 8. A., can be raised only to the’
extent of a simultaneous develspment in the industrially less developed
countries (India, Chins, Balkans, South Americs etc.}i.” (Prof. Bagart),

La Vita Economica Itallana (Rome)r

“Phiz is the first volume of a series of studies which the suther infends
to carry on diverse economio problems (business organization, finance and
technique). The present volume contains six studies on the following sub-
jeots: (1) principles of control releting to foreign insurance compeniess{2)
the reorganization of the Reicksbank and the Duongue de Prance, (3) the
bank capitalism of Young Bengal, (4) the railway industry and commerce
of India jn international railwey statistics, {5) traces of ratiomalization
in Indisn industrial enterprises, (U) the world-crisis in its bearinge om the
regions of the second And the first industrial revclutions. *

“‘Seeing- that the euthor is an Indian, the studies relating to India,
especially the last four chapters, possess & specia]l importance. The chief
aim of*the author consists in continually comparing the development and
the corditicn of the varied ecomomjo phenomens of landia with those of
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European states. These comparisons are calculated in relative scomomic
indices per inhabitent and per territory.

“In the study emiitled the ‘Bank Capitalism of Young Bengal’ a large
part is given over fo'a rapid examination of the banking systems of
principal European countries. Such sn examination enables the author to
calculate his equations relating to banking. These equations yield, £rst,
the territorisl index nmmbers, end, thes, the year in whick the same
phenomena of certain European states correspond to the- present condition
of India. The suthor finde, for instance, that average bank wealth of
Indis per head in 1932 is equal to that of Germany in 1860.70, of Italy
and Japan in 1901.05, and of the Balkan states in 1925.82.

*Thke most pleniiful in compsarisons with other countriss and interes.
ting is also the study on railway industry and commercs by which the
author calculates the relative equations for India.

“A different character from these two studies present the one on
rationalization in which the author describes and examines the various
fields of Indisu economic life. He brings into relief the influence exercised by
the Great War on rationalization in Indis.

“In the laah chapter the author examines the characberistics of the
warld-economic depression on the basis of principsal indices. The work of
Barkar has the merit of making some important economioc problems of Indis
knowo from the Indian standpoint.” (Pref. Vergottini). '

Weitwirtschaftliches Archiv {Nlel):

“Special significance is attached to the method of guantitative comparisons
which Barkar designates as “eemparat;m mdustnahsm" or ‘‘eomparative
~eap1taim”

- #0f the wide field of applied economics the most varied parts have been
discnszsed in these chapters, Common to them all is the comparison of India
with other countries and the tendenicy to draw tho pecessary conclusions for
india from these comparisons, in order that India wmay be enabled to rise to
the next higher stage of economic development.

“In the first chapter ars discussed the laws of Germany, France, ltaly, a
number of Balkap states, etc. controlling the activities of foreign insurance
companies. The author invites attention to the foreign legislation in order
that the Indian Insurance Companies Act may be modified in some important
points. -

“The most important pioneers of central and note banks, namely, Great
Bntam, Germany and Franoce, have been studied in the second chapter with
“a view to throw light on the Reserve Bank of India.

“A practical application of Sarkar's comparative method on statistical
foundation i# to be found in the third <Jhapter. Of universal interest is,
further, the sxhibition of the development dnd pregent condition of Indian
banking vith & large emount of figures as well as of the role of foreign
banking in India, Thé banking eystem of many countries is deacribed in
detaik with spams!‘ reference to hummoal growth ia each. In ome of his
equations we find that every Italian pomsaes 17 time as much bask deposit
s every Bengalj.
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“Many readers will lehrn for the first lime the fact that India isone of
the greatest railway regions of the world. According to some of Sarkar's
railway equations, France=6'8 Indis, Germany=4'84 India, India=6'8 China
or 95 Persia. In historical statistics India (1820) =Germany hetwsen 1850
and 1880 or =Italy between 1860 and 1870,

“‘According to Barkar fhe Indian economy admits of raticnalization in
every form, but he ia conscious of the limitations that arise out of the sctusl
conditions of indusiry. The examples he has cited from the textils
industry, railway, iron and steel enterprise, the hydroelectric and chemical
indusfries, ss well as from sgriculture furnish valaable insight inte Indian
economic life, . i

“In the chapter on the world-crisis Sarker bhzings £he conclusions
together. Great Britain, Germany snd other comntries ean recover if they
can expand their Jmsskets, and ihis can happen only when the parchasing
power of agricultural regions is restored. Thess latter are described as
the *‘youngsters’ in economic development., They are again not only
dependent on the expansion of exports of their agriculturs! produce. Bat
thoy are themselves getting industrialized and evem indusirializing their
agricultare. Besides Indis, there is & large number of countries belonging
to this complex which exhibits the stage of the '*first industrial revolntion,”
The old industrial countries will have tc underieke a reorgsnization in the
line of export of specialized industries as well aa reagrarization in & certain
sense. In this manner je described the complex of the f‘second industrial
ravolation.” )

*“The work furnishes plenty of well worked.cut Indian economic statistics.
The statistios of other countries cited by the suthor ia specially interesting _
because of the comparabtive method introduced. Certainly, the economic
equations calculated by Sarker give a clear picture of India’s economic
position in the perspective of the countries compared with.” (Prof. Wehrle).

ECONOMIC DEVELOPMENT

Pages 464, Price Rs. 8

Socloiogical Review (London): *“To the genoral studgat of economics this
treatment should be sugpgestive; indesd at its best it is exemplary.  This
book is of interest to us Westorns on its own merits of extensive knowledge
of ua; as weill as for its presentment of Indian ocutlocks beyoad those
commonly current.’” {Prof. Patrick Gaddes).

Teohnlk urd Wirtschaft ¢Berlin): “A most highly substantisl work of
ths well known Indisn scholar. * ** Clearly written, as well as rich in
dependable materiala for reference. *.* * Of considerable us¢ even to crjtical
Eurcpean theorists and practical men; *** Ths technical side of the latest
davelopmeants has also been ;ﬁmhfﬁﬁy exhﬂntﬁd {Prof. Hashagon).

Bambay Chronicie: *"Wearein full agresment with the author’ sﬂgagnos;,g
of the disease and we approve of the prescription suggested. ** * 8, divides
the population of Indis into eight groups and discusses Wwith gresﬁ-abnhfg
the metkods o fngrease their respective mnemes

Searchilght (Paina): “Perbaps a pioneer work *** bhears sloquent
testimony to the deep and intelligant study of world movements in eﬁmeme,
sconomic !egxsistian, industriatism and technical education.” .
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Prof.- Ernest Barkét gcansmsge, oxfor‘K an& S.andon)j “Of genmine'
service 1o students - gs,“d.l&cémg “their, ;%ﬁen#ren o ibha mcope of literature
Jn- our ‘subject “daring thé "1aaf, Yuarter: of a-cen%urya. “#% ¢ § have found it
singularly useful. Whet Bmazes -me ja the wsy in which you have kept
‘abreast ef ﬁi:-ﬁhs mest récént, literabure apd to -mestet. its -contents. You
‘have pui ali who are. “ingerested n” *political philossphy under.a greasdebt
and . am, - giad’ to ,a.cknnwla&ge myseif a8k} Eﬁ mos‘h smﬁereiy,.ym*sr
gratein éobﬁm‘. . b
< Profb. e Hob&nun’(tendos).s "x;xsqn:es s -amm "saok of mfeiencn
#nd'the dificalt problems of arrangement are skilfally handled.** v
R Sparm gﬂenna}: *“This extraordinarily aompra}:enq;ve ‘hook
arrested my spec;al' sttention. ¥ ** -A splendid P&bfsfwc&” ¥
' Gem!mk (Berlin) & “This ﬁos'k ss*anre’iyv:t.o "ha'appmhted ‘by .many
!:emsusa of " #ts “exvsilent ahaly,sm oF Yenag :éaza’h Mlae%ual lifs. and i
-interprefations .of Western’ gohﬁe&l phﬁasopi:y * ¢ A complete man
“fully’ equipped. mﬂ:uslb- preparatory work'-and qwﬁiﬁa& not only to #ee; '
‘touch ard compile but alsg to pene%rdtfe, to mm:ae dnd to fagl stny: i;ehmé the
work.'t {Pref, ﬁanshs!’ar} ..

- :?rt!. Bougle {Parls} “A Vrsii-pra‘pared mj caleulated ta sender the
greatest services.” .
Pret. Serom ‘H!ﬂlr&)-l “?slmbie, mformmg andst:mulatmg in meny

'ws.yn."‘
_‘COMPARATIVE; BIRTH, DEATH
"~ AND GROWTH'RATES .

A Stndy of the Nine In&an?rav;nnes}n the Background of Eur-Amorican

and Japma Vital Statistics (with nine charts). Price RHe. 1 ,

Prof. Joseph-Barthelomy (Paris), Member of the Imatitut de Frupee: *‘The.
learsed exposition awakena &he _most living méerest and confers the groatest

rofit.* . *

Le;fil 4. Dublin, Btatjatician of the Ketroyehtan Life Insuranee Co., lisl fork
It is sn axtremelx valuable and “interesting statement.”

Prof. Jean-Brunhes (Paris)}1 “This study is particalarly useful to me and
ia being dignalized in the bibiiography of the=next edition of La Geographis

- Humaine W .

“Prof. E. L. Bogart (lilineils): It is psoied with valuable and interesting
facts. I am particalarly interested in what you have %0 say gbout Eoreps.”

Prof. Andre-Siegfried (Paris)r “This is B most fascinating and usefal work
and-I fhall.use it widely for the prepiuﬁ:on of my lesturea eageegrsphmi
eoonoxgy at the Kcole des sciences :Johﬁﬁes'“ )

'u. M. Bay-ﬁ&a’wﬁi&urg & Co. || Galeutts Oriental Book Agenoy,
1, Dollege Square, Calowtta. . || -8, Panohanan Ghose Lans, Talcutta.
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