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PREFACE 

In the tarill morphology of nations the Ottawa Agreement of· 1.932 
is as great a landmark as the Cobden-Chevalier Treaty of 1660 and..
the Deutscher Zolluerein of 1833- The pr~l study seek. to examine 
the· nature of Imperial Preference as thus Co11llUDllDaled in- its -
bearings -on Economic India, the Empire-Ec6namy. ~d'fl,e worla~ 
economy, thereby throwing some light on the theory of internatio";l 
trade as distinguished from what i. known from the well-establU;hecl 
viewpoints of free trade and protection. . . 

I am happy to express my appreciation of ibe fact·thd the 
book was kindly piloted through the press by' my fri~~.and 
colleague, Dr. Narendra Nath Law. 

Ca.lcutta U Diversity J 

- August 15. '934. 

BENOY KUMAR SARKAR 
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Imperial Preference vis=a=vis 
WorId=Economy 

The economics of Imperial PreferenICe touches, on the one Iiand, 
the tarilf 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, consolidation or 
federation of regions. The topic of interest here is the territorial 
division of production and labour in the international spliere. 

From the first standpoint we have to encounter questions relating 
to the tern\§ of c:o~ treaties, agreemen~ or conve1\tiona. And 
in this regard Imperial Preference introdueea us to the very antitheai. 
DE the "pwst.favoured nation" treatment. 

The second viewpoint is mainly geographical and brings ns into 
contact with the boundaries of ZollrJereina (customa unions), their racial 
make-up an~ their political afIiliations. Imperial Preference takes 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, i. prejudiciaIJ to world·economy or the 
economy of the constituent unita. 

Both theae questiOll&, namely, commercial policy and economic 
centralization. consolidation Or federation are essentially political. in 

-80 far they are but phlllel! of interI!ati~ group-making or alliance. 
Imperial Preference as an item m Empire-economy i. naturally political 
in ita foundatiON. But the policies can be examined in the light of· 
their purely ~nomic ~.. And t~ ~ ~ shall !lCi!1re~.pur. 
!C1!eB. 



Chapter 1 

TENDENCIES IN ",ARIFF POLICY 

Imperial Preference, as enforced by the United Kingdom on the 
baaia of the Ottawa Agreement in October 1932 is, first. reciprocal, 
secondly, of coune dillerential, in the third place, mainly tid Otllorem 
(although with certain specilic items), and finally, non-protective in 
regard to India but protective in regard to the United Kingdom and 
the Dominions. 

Now, there are four dillereJ1l: ~ets of cat<:gories associated with the 
tarilf complex. The tariff may be (I) unilateral or reciprocal. (2) most
favoured n~ or diIIerentia! (preferential), (3) ad oalorem or specilic. 
and (4) protective or non-protective. These terms, apparently very 

&imple, are complicated in their use and bave often been interpreted 
by nations according to the exigencies of the;' policies. Besides, 
although presented in the form of antitheses or opposities, they bave 
in general been employed together in the actual tariff m .... hanism of 
almost every people. 

We shall J.!.ere refer to BOme of the tend"':"';es in modem and 
contemporary tarifF policy in order to understand Imperial Preference 
in th~ proper perspective. The complicated relations between the 
tariff categories will become somewhat precise from an analysis of 
certain CODICl'ete cases. 

1 Most-favoured Nation 

The "most-favoured nation" clause of commercial treaties presents 
a simple and rational basis of trade relations between nations.1 It 
enables every nation to determine its tariff ~ording to its own con
venience and requirements. No nation demands special favours of 
others or grants special favours to others. Ullder the provisions of 
this system neither war-tariffs nor tariff" of reprisal are conceivable. 

A good examp!.; of the "most-favoured nation clause" on recipro
cal basis i. 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 
II! follows,' 

I 1-1 de. Econom.aIeo (pari.). J";'uary 1928. p. 87. Brandt : Die 
Drm:/.b"",lumg der Moial~gIIn.uflll"" (Berlin 1933). 

:I 1 .... 1_ T raJ. Balletin (Calcutta) June 1932. 



TENDENCIES IN TARIFF POLICY B 

!'I, Any article, -tile produce or manufacturE; of dominions and 
possessions of HUt Majesty the Emperor of Japan shall enjoy upon 
importation inl'! India the lowest customs duties applicable to similar 
producta of any other foreign origin, 

"2. Reciprocally. any article, the produce or manufacture of I~ 
shall enj<!y upon importation into the dominions and posaeaaiona of 
His Majesty the Emperor of Japan the lowest customs duti~ applicable 
to aimiIar producta of any other foreign origin." 

Sometimes reciprocity ill spoken of Ill! being. like differential treat
ment, an antid>esis to the ~favoured nation treatment. The U.S.A. 
used to follow reciprocity in regard to certain articlea but haa gradually' 
come to consider the !'moat-favo~ nation clause" as the better 
regime. 

On the contrary. in France the ",oat-favoured nation treatm~ 
had been the rule in pre-war times. The Peac~ Treaty of 1871 with 
the German Empire contained this clause and it remained popular down 
to the end of the Great War (J91~. According to th~ French thesis 
of to-day' the equality of treatment· as involved in the moat-f'avoured 
nation clause can De tantamount to profound inequality, because the 
circumstances oJ: the two parties may be mat'lrially 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 (April 1922). Post-War France has established. as we shall 
aee later in detail, the tariff of reciprocity with Poland, Czechoslovakia, 
Italy, Belgium and Austria. 

The T realy of V ~rs.illea imposed upon Germany the obligatioli 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, uaderstood as antithetic to 
the moat-favouted nation treatment, but introduced the latter. It will 
be fouad. however, on analysis that factually the German syBtem oJ: 
to-day is identical with that of France in many items, both being based 
on reciprocity as ordinarily understood (see infra. p. 5), 

In the tariff policies of nations Imperial Preference i. then 
a special case of reciprocity "" con~ed with the ·"most-favoured 
nation" treatment. 

2 Preference 

Neither from the standpoint of preference nor from that of recipro
city does Imperial Preference represent a new tactic in tariff or an 

3 Gipous:: L' A,...a..pime et '" PoUfiqae C........m.u.. (Poria 1924), pp. 64-66. 
17H8; Plaut., ~ Haruiel"""ili~ (Berlm 1924). pp. 149-ISZ. 



ezduaiYeIy Britisli measure. 'I1ie poet-WIlt tariffs Of Europe ~ aU 
Iae'!Il CODCeived in this mould which may be described 88 more or ietlll a 
universal one. Preferenlial reIationa have been establjsbed by France 
with RUJIIIIDja. Jugoslavia. Poland' and other countries, 88 observed 
above. CzecboalcmWa's relations with Rumania and Hunga.y were 
preferential ill 1931. Jugoslavia baa acorcded duty conceasiona to 
C __ !.oelovakia. IQ 1931 Getmany entered into p1ef",enIiaI tariff relations 
with Rumania. Likewise did Austria with R,mvmi- and fugoslavia, 
The reinterpretation of the "moot-favoured nation dause" in auch a 
maDDet as to admit regional federations with reciproc:al prefereuce baa 
b<ocome the tariff credo of the Midc:De-Emopean Economic Conference! 
E'=eptiooa to the _-favoured JIBIion treatment were lil<ewise the 
objectiv~ of ~ Balkan u.nference beld al Athena in 1930.' . 

3 Reciprocity 

Reciprocity is at least as old as the navigation treaty of 181S 
beween the United Kingdom and the U.S.A. and that of 1824 hetweeB 
the United Kingdom and P..-ia. < Recip!OC8i reduction of import 
Iiuties was arranged after th~ McKinley TariJf Ad of 1890 between 
the U.S.A. and several countries of Latin America. e.g. Brazil. San 
Domingo. Costa Rica etc.. ~ the U.s.A., in~. the tendency baa 
heen to intapn:t the "moot-favoured natiou treatment" as an item 
Clependent _ reciprocal ~e i®s 

Reciprocity W88 the principle admitted by the poet-war _ F zench 
TariJf Ad of 1919. On this basis comm.en:iaI treaty WIllI concluded 
with C:recboalovakia ~ 1920 and 1923. Eatbonia Poland. Italy, and 
Canada in 1922, Be\gium-Lu:.:emburg Economic Uni_ and Austria in 
1923, Portugal in 1925. Spain in 1926. al\d GetmBDY in 1962-27. WbiI~ 
concluding these treaties Fnmce baa not followed any uniform system. 

,W"ltb each country the rates have been dilferent. and in regard to the 
goods imported also the rates have heen varied. The "minimum tarUF' 
baa been conceded to countries or goods at ~ lIS also the 
umazimum," depending _ the value of conceasiona received from the 
othez aide. Then. agaiu. "rebat",," ofth~ diJference bet_ the 

4 IacJ.bo!dm: "n... PzoI:,L,m cia ~ zegionol ... 7ft.mm ......... 

- ~...... welt .. in We/ttDiJIaeh~ A>elri .. Cobboeviatcd IaIor 
.. W.A.) .... April 1932. pp. m.S3I, 

5 See the _ oE the SizIh c-feraace held .. c.- ID M-:h 1931 m W.A. 
April 1932 pp. 6130416. 

6 n.. N_ E...I y~ 1931-32 CL-don)' Po 1038. 
7 P",-ve, Dim ..... 0/ Poli"" &-., CL-don 1913) Val. III, pp. "lJi1.:;m; 

H ...... 51oa'-" ~ S~"II/I<m V~ V. u-I (1923), Po m! 



TENDENCIES IN 'tARIFF POLICY & 

maximum and minimum tari1fa Dave been granted very ofteri, 1>ut not 
according to any general or universal plan. These coriceasions have 
been as varied as ~e grants of maximum and minimum tariffs. 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 most-favoured nation treatment w .... 
Italy's principle in the establishment of treaties with Czechoslovakia in 
1921. Poland and France in 1922. SpaiJ:i 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, 80 far as 
particular goods are concerned, of the "general tariff" as established in 
1921. Tlie"" duty reductions may be compared to the Frencli urebatesM 

of the aiff~ between the maximum and the minimum. and Jib 
them embody the principle of preference in commercial relations. 

As soon as Gennany Wll9 emancipated hom the conditions of the· 
Treaty of Versailles in 1924, she commenced co~aI treatiea with 
different nations Ileginning with Austria and Belgium.~burg 
Economic Union. Reciprocity in regard to the most·favoured nation 
treatment was the hMis of these agreements as wen as of those contract: 
ed. later. with Greece. Turliey and Soviet Russia in 1924. the Nether
landa and Italy in 1925. Spain. Denmark, Switzerland etc. in. 1926, and 
F ranee in 1926-27. An additional feature of these post-war German 
treaties of commerce is duty reductions from the tariff established in 
192>. 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 cluaIistic 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 um ... iml1m" of the French 
Acts. Contrasted with this was the .. convenl!ionaI" tariff applied to 
the treaty-atates.' The conventional might be compared to the 
minimum tariff of France. Great Britain. however; lay outside this 
commercial policy, for she obs~ free trade without reciprocity, i.e .• 
admitted almost all foreign goods duty-h~e. DO matter how the BritisIl 
good. were admitted into foreign states. 

The ma,.;!'",';" tariff in the French system of 1892 was intended to. 

a DoIJe.I>am>e: E_ T<IrifI Policia'Since tAe World-We. (New Yod: 
1928), pp. 174-185.218-222, 243-250; Ci_: L·Ap ..... _ (1924). pp. 73-'J8; Poooe, 
"H ... +l ..... lp.. III n"""OI&Ie,Laet. .. S_m~. ~ 
u-. 1929). pp. 479-486. 

9 H~oaola dor:i~ Vol~ V (1923), ",IIlI. 
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De used for retaliatory pwposes". It w .... usuaRy 'I t per cent bighet 
than the minimum. Likewise did the German government after 1879 
posse!" power to raise the tariff by 50 per cent and in 1895 by 100 
per cent. ~ the last decade of the nineteenth century regular ··tariff 
wam" were going on betw~ Russia and Germany, France and 
Switzerland, Italy and France, as wen as Spain and Germany. Retalia.
tion was also proposed by Joseph Chamberlain as !l part of his "T aPJf 
Refonn Scheme."· 

4 Ad Valorem 

Objectiona to ad oalorem duties are serious." Foreign exporter8j 
are alleged not to teB the truth. It is generally bel;~ved that they 
prepare false invoice! and ~ any case the exact values are not patent 
on the surface. 

The other system 4! kno_ a8 "specilic:" and is based on weight. 
In F ranch theory and practice this is considered to be the. more 
re8ll0nable. . 

The ad oalorem tan! is preferred 8!' a rult:! by the English people 
but i. detested by the French. It was auppreased by the Act of 1881 
in France, and although she offered the "moat.favoured nation" treat
ment to Great Britain, the latter declined to enter into a commercial 
treaty." 

5 Protectian 
! 'World-ec:onomy" does not necessarily imply or even lead to free 

trade. The great champion of Cobdenism, Lord Farrer," like many 
others committed a grave fallacy in 80 far as they believed that free 
trade had been tending to become an international tariff reality simply 
because steam and telegraph were bringing the nation. together. 
Instead of promoting free trade world-ec:onomy, -the technical uni6c .... 
lion of the world. -naa, on the contrary, furni~ed the inspiration f~ 
protectionist tariff. 

10 PaIgnov..: DiclioMry 0/ Polilical Econcmy Vol. UI (London 19131. pp. 299.300. 
791. 

II Gimult: Th. Colonial Torif1 Policp 0/ F_ {0xfanI, 1916}. p. 150. It 110 
10 be" lied that the "opecl6c" cIutieoo play the chief roIo iD the /ndioo ToriJ 
Amen.m.- Bill 01 1m. lOr whlch _ SorW: "/ndioo Uport. Price aDd &Ch"" ... 
Movem..... on the Eve of R""""""," iD tho Fintmdal T_ (Calcutta) for ]an....,.. 
March 1934. 

lZ Ausier ond Mam.ad, La Polili_ documim d. ,. F_ (porio 1911). pp. 
11.13 • 

. 13 Forrer,. F~"rade Y_ Fer Trade (LoMoD 1904). po 364. 



TENDENCIES IN TARIFF POLICY 7 

Germany is tile classic example of this asp<!Ct of world-ecOnomy. 
The free trade policy of 1862-77, fostered so carefully by Biomarc:k 
previous to and after the eatab!ishmenf of the Emp~, was abandoned 
bY him in favour of protection during 1879-87. And thi .. simply because 
cheap transport enabled America, on the 00<: hand, and Russia aIt wen 
as Hu~, on the other, to place their wheat not only in the foreign 
market.. up till th~ enjoyed by Germany but even, to invade Germany 
her..elf with their .exporb. 

The protection of agriculture in France also was d_anded and 
granted becau..e, Ill! it was argued, ~e facilities of communication and 
conveyance brought the different countries nearer to one anothll<. France 
was invaded by the cereals of the New World, the wines of Spain 
and Italy, the sugar of Germany, and die animal.. of other countri .... 
The Act of 1881 had paid no heed to theae conaideratioDlt, but by the 
end o( the decade they were too powerful to be ignored. And so· 
agriculture was 'effectively protected againItt world-economy by the 
Act of 1892.'· 

Protectionism has grown by leap" and bound.. since the Great War 
(1914-18). as testified to by the International Economic Conference of 
1927. Protection Walt normal in pre-war years but not so excessive a8 
lIuring the 18§l balf a g$leration. Nay, since the pious wish for •• tari1f 
truce" exprt;sSed by the I.E.C. the import duties have gone on expand
ing." Germany, Spain and Poland have raised their duties on agri
cultural producta. The duties on manufacturea have been increased 
in Canad.., the U.S.A., France (in regard to lugar, farina, automobile 
etc.), Italy (in regard to gloves, automobiles, jute yam and cloth ce.) 
and Australia. 

"Autarchy" "" 8elf-sufliciency is the creed of economic natiollalism 
in the post-war world. Even, each one of the petty states created 
by the YI ar is inspired by this feeling to establish for itself an 
economic complex as powerful and varied aIt pooaible,.;capahle at any 
rate of ltatisfying the moot pressing requirententa of ita people. For 
larger and adult states the motive for enhanced protection is not only 
economic autarchy but the arurley to maintain the "high 8t&ndard of 
living" of the worlr.ing classes. In 1929, for in8t&nce, the American 
House of Repreaentativell while renewing and revising the F ordney Act 
of 1922 declared that ~ tariff had enabled the U.s.A. to enjoy for 
millions of individuals !:he highest ~ recorded in history. There 

• 

14 AulIier p. IS, Plaut: Dea",,'" H ... deI.poIi~ (Berlin 1924). pp. S'l.'lO 
IS Probla- da doom_ en 1931 (Ceneve) pp. 149-153. 



• 
is nothing strange, tlierefore~ that Joseph o,amberlain's "tariff reform 
scheme" should have gained ~ndency in the United Kingdom and 
embodied itaelE in the "EmpIft\ Cru!8<1erg" of to-day ~th their !logalj 
of Empire-autan:hy. 

The _ agricultural interests o{ Sweden and Switzerland a~ pro
tected by import duties. 11 In Spain the import duties on agricultural 
produce are almost pohibitive. On wheat. rye and barley ~ tariff is 
48 gold peset&! per 100 kilograms. Importation of wheat and wheot 
80Ul is- actuallY, prohibited. (One kilo=2 liS lbs; onE! peseta=nearly 
Rs. 2-0-0). 

In July 1929 France raised the duty on wheat from 3S to 50 franca. 
T awards the enii of thE! y.~ an Act was passed by which manufacturenl 
were comp~ned ~ use 97 per cent of home-grown, wheats in Bour 
manufacture. A virtual suspension of imonrtation has therefore been> 
enforced in France. French importers are, besides. compelled to 
export within three months an amount of Dour corresponding to the 
wheat imported. should there ~ any import. Sugar-beet growers have 
Jikewi!", been protected in 1929 by the enhancement of duty on It1Ig8I" 

by 40 frimcs. 

Germany ord~d in 1930 that Hour manufacturers must use native. 
and foreIgn wheats in equal proportion. The m;"port duti~ have been 
roed aubatantialJ:y on a large number of articles. 

In Czechoslovakia _the "general" (maximum) tariff on rye is 60 
crowna per quintal. the "reduced" tariff 30 crOWD& and the "minimum" 
30, the genera! tariff on cattle i'! 480 cr. per head, thlt reduced and the 
minimum 300 cr. the general tariff On fresh butter i& 64 cr. and the re
duced 40 cr. per kilograms, and so on. These protective dutiet were 
imPO!ed ~ -1926. (One quintal=nearJy 2 cwt&.). 

In Finland the Act of 1930 rai~ the duties on rye and barley 
from SO to l2S Finnish marks per 100 kilograms. those on oats from 
IS to 40 marks, On fresh meat from 60 to 180 marks~ 

Italy introduced in 1932 a decree by which 80ur mills were com
pelted to u&e 40 per cent cf home wheats. The provision held good for 
Northern and Central Italy." For Southern Italy and the Island. the 
proportinn wu 1 S per cent. "Contingents' have been provided for in 
regard t. the import of fr~ fruits, cottOIl yam, woollens, common 

16 Lee Condi/iono de /' Agricalla", e1l 1929-30 (Rome 1930), pp. 29. 3S. ",. 62, 63, 
Pavie : !'La Criae agrlccle .1 mondial .. " and AlIIz : "Le Rea;- du Contma-nt.-" 
II> Ballelln J.. Ie Soci~" J.'EcOnomie I'oIili_ de 1' ..... (J0IlU0lJ and Fe~ 19J3). 

17 lWoesnc &on_lea (NopIea) ApriJ 1932, pp. 2S2.,"l51. 



soaps etc. from France. The agr;c.al policy of Fuciam" ccmsista 
indeed in preventing Italy from d~ating into the land of gardena 
and orchard.. etc. for Europe as was conceived by the "liberal" 
economists, and developing her into the country which produce.. its 
bread, milk, meat and allied foodstuffs !IUCh as serve the primary 
needs of life. 

18 Sezpieri: Pr--. cIoganaI. eel agriccltuza in Popo/ .. d'lt..litJ, 4 March 
1932 (M;Ian). 

For the Import dutica oa w"- ill cIivenc COUlltrl .. &om 1913 to 1931 .... Table V. 
in Th. Coar ...... 11 Ph ..... 01 Ih. World Economic Depreuion (Ccueva 1931). 
pp. 322-32). 
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Chapter II 

,wORLD-ECONOMY. AS EMBODIMENT OF iI'.ECHNOCRACY 
AND· INTERNATIONAL LAW 

At. this !lage it i! d~able to throw light on the ambiguous 
and el8!!tic category, world-economy. We have noticec\ that 
world-economy d<>e!l ~t neceSsarily imply free trade and bas 
indeed witnessed the development of protectionism 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 @everal 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. Th~ technical inventions and 
industrial progrese of the epoch were in this manner exploited by the 
legal sense of mankind in order to knit the difft;rent races into .. unified 
complex. 

The World-Postal Union (B~), established in 1678, 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 1684 in regard 
to the protection of submarin~ cables and the numerous agreementa 
or treaties reguJating, as they do, telephonie communications belong 
also to the same -seta of forces. 

The doctrine of "freedom of the sea" is an old and important 
fundamental of "public" international law. But its signific::anc::e 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 dllferent states 
in regard to ocean transportation are enonnous 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
couts. ports, command of the flag, piracy etc. 

Purely commercial considerations likewise furnished ,the inspiration 

I Friedrich: G_dzIlg. ria Y~fo (Leipzig. 1915): Strupp, Gnmd:ilg.o 
cl .. p0016_ Y6~fo (Boo, 1922), Hanna: "Wcl~" in W.u. 
wlrlKM/flW... An,lli" U ..... Oct. 1924), 
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for intomtational agreements in regard to navigation, the natioltaiity 0* 
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, a!1d beacons 
between diffo:rent trading parties is legion. And finally, the ~ore uni
versal regulations relating to the sea-routes, maritime signal'Codes. 
mutual help in cases of accident or other dangers, and protection of 
life and property on the high seas constituted !lOme of the ba~ founda
tions of pre-war world-commerce. 

The "international rivera" also were brought under the sway of 
·"positive"law ~ 118 b~ the interested nations in their dealings with 
0IIf1 another. The principle of the freedom of internatIonal river-navi
gation was recognized evell in the Peace of Westphalia (t648). it ac
quired prominence after the "opening" of the Rhine (1615). The Danube 
was opened in 1656, the Amazon in 1667 and the Congo in 1665. In 
1666 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
mereial) jurisdiction was traversed by it. 

In regard to railway transportation, the number of treaties between 
interested nations down to 1914 was "xtraordinarily 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 neighbollIing 
countri~, the trains and carriages, p-. goods and passenger traffic. 
safety and sanitary police, customs offices, payment in fOreign curren
cies, the construction of international stations and godowns, 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 JIS not to interfere with the severeign juris
diction of the latter, and the financing ·of a railway such as can hardly 
be dispensed with in the interest of international· intereourae,-these 
and other topics Were regulated by precise and definite rules baaed on 
the deliberations of the contracting parties. . 

The International Freight Conferences held at Bet:ne in 1674, 1661, 
1666 and 1690 served to establish a real international law on the ques
tion of railway rates so far a8 they have bearing on the transhipment 
of goods. Fifteen elates took part in those deliberations and consi
dered themselves bound hy the results of the convention, which is 
perhaps of as deep. importance in modern international law and inter
national trade ~ !iI~ World-Postal Union of 1676. 
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The Wireless Agreement ~ entered jnto at Berlin in 1906. 
The Automobile Convention of Paris (1909) establiahed the linea 

on which international intercourse with' motor cars and lorries is being 
carried on. It W"", ratified by fourteen states. 

The Convention relating to airships was ratifi~ in 1913. 

2 Commercial :rreaties 
While the legal me~ adopted> to UI1ify the achievements of 

technocracy in communication, and tranaportation or at any rate place 
them on a uniform and systematic: baaie assured the physical foundations 
of world-ec:onomy, another c:harac:terietic: feature of those times w .... the 
growth in the number of "positive" contractual understandings betwl!eD 
nations in regard to the ""chang.; of goods and services. The impact 
of these understandings on the promotion of the world-view in the c0m

mercial and moral fields was DDt inc:ona!derable. 
The Cobden Treaty of 1860 may be said to be the beginning of .. 

new epoch in world-c:ommerc:e. With it commences the era of c0m

mercial treaties' the like of which hardly existed in previous centuries. 
The measure was from the British side bul; a means to the expansion 
of free-trade ideas and from the French side a c:omoullage which 
Napoleon III. wanted to ""Ploit in the interest of .his political ambitions. 
Whatever the motives behind it. the commercial c:ompl"" of a unified 
~'Wes~ Europe" began to grow up .. ~consequeuce of the arrange
lIlent. A world-economy in th~ sense of an "international division of 
labour" seemed almost to be app<oachin;g cons1!mmation. 

But by the 70'8 the continental states of Europe as well as the 
United States of America took a de6nite stand against the new idea of 
universalism and went back to the "national" ideal, the SYStem of self. 
determined and autonomous regulation of trade-relations. The aeries 
of tariff treaties with diHerent nations was initiated by F rallCe. 
Germany followed suit (1890). A new commercial policy. quite in 0p

position to the spirit of ~ Cobden Trealy of 1860, was inaugurated 
for the world. For, the p<Otection of the SllIOdeahi (home) indusby was 
the first POstulate of ~ new epoch>, and as a consequence. the estab
lishment of tariff., the mainstay of the commercial systems of the world. 
The rates of customs duties were de6nitely iaid down in the treaties 
between the nations, and th~ exchange of goode took place according 
to this international economic legislatiolt. 

Z Ansi .. and Mamoud, LG Poli6que dounim de ,. Franco (paria 1911), pp. 
5, 8. 29, 63.65; Dunham: TM Artglo-f""",lt T...,. 0/ Com ........ 0/ 1860 (ADD 
Arbor, 1930). pp. 64. 294, 320-23, 364-65; PInt. ~ HandeI"""~ (Bclia 
1924). PI'- 43-46. 
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Under tbia nationalistic re~ ~ tariff policiea of the otates were 
oriented chielly to the promotion of exports. The statesmen of every 
nation oought as far as 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 laot long. The question of imports had 
to be attended to by each and every nation in spite of its Swa_deahi 
(home) industry fervour, The problem of international trade became 
complicated and along with it the commercial treaties between 
states. 

:whereas in the 60'8 of the ~ century a few "diplomatists" sat 
together and talked it over the arrangements in general terms regard
ing the exports and imports. the early twentieth cenfury' 8 ddiberationa 
used to take place in the conferences of chemical, engineering, financial 
and other technic:a1 experts. The export and Unport business of 
1900-14 as well as treaties relating th~o required a knowledge of the 
minutest detaila concerning the boundaries of states, markets, cuotoma, 
evidences of origin, description of goods. godowno, transhipment. c0m

mercial agents. travdling salesmen. specimen-boxes. packing. f .. 
warding. labela and what 1IOl, The question of commercial arbitration 
courts is also onQ of the items with which the treaty-makers of th~ 
days had to deal. 

One reoult of all these mutual concessions and give-and·take 
arrangementa consisted in the abandonment. factual if not formal, of 
the unadulterated protective system. And although each "ation 
treated the others in the Jtlost jealous mllm1c"" conceivable. the world 
trade did not fail to get a tremendous 6llip on account of all these self
conscious patriotic energizings in favour of national prosperity. The 
tarilf. ind~ went high"" and higher. but tbia waa accomplished in at
moat «:very instance .. the resu,lt of deliberation.. in which the inter
ested parties had full and &ee interchange of views. And this W88 

certainly preferable to the syotern of 1870·1890 with its seIf·determined 
and autonomo~ in other words. arbitrary regu\'ation of international 
trade. 

These commercial treaties, falling as they do within three epochs 
(1860. 1870-90. I900-J4). _ as a rule alfairs between two interested 
parties. But real "int~m_ational" institutiOl\8. 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 cuotoms tariff." established at Brussela in 1690. Then there are the 
in~mational agreementa regarding trade in speci6ed commodities, the 
Pmgo Acts (18851. th~ Anti·!Iavery Act. (1890), tAA ~n!«:nti911! for 
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the protection of woddng men {Berne) etc. The list should include 
likewise the sugar convention (Brussels) of 1902, the convention for the 
protectiou, of property in literature and art (Berne). and the agreements 

bearing OIl invention, -ks. patent. copyright, etc. Add to this an 
the other items of "private" international law, viz., those bearing on 
aliens and their domiciles. capital investmenta in foreign COlDlmea.· 
IIIlIIIitary and moral JDea5UTes and 80 forth, and we get an idea of the 
compl .... machinery of internationalism aucJ. as had been "positively" 
governing the commen:ial and other economic functions of the dilfer
eDt nations of the world about the time of the Great War. 

AD the pre-war Conferences held between the dilferent membe", 
of th<: British Empire belong Iikewiae to the category of economic in
ternationalism, The FinIt - Colonial Conference waaconvened at 
London in 1887, the second at Ottawa in 1894. Between 1897 and 
1907 London was the Venue for three more Colonial Conferences. 
Latt:r. the name was changed and the rust "lmperial" Conference 
eat in London in 1911. 

Equally important as socin-economic measures were the interna
tional Health Acta relating to cholera (Paris 1853>, plague (Vienna 
1897), yellow fever (paris 1905) and aleeping sicmeaa (1908). The 
health activities of the League of Nations of today are really but a 
continuation. of these pre-war intemational measures. 

Among the other pre-war Internationals in the economic domain 
are to be enumerated the Latin Union (1865) for establiabing bime
tallism and the four Mone.!aJy Conferences, all held at Paris (1867, 1878. 
1881, 1892), each of which was tlying to place the currencies of the 
nations on a world-basis. In these attempta are indeed to be seen the 
first sq.ges of the movement for the international control of currency, 
eredit, gold, and pub!ic -finance, such as since the Brussels Conference 
of 1920 baa acquired a prominence in post-war ye&J1I and engaged like
wise the attention of the World-Economic Conference of 1933. 

The two Labour Internationals (London, 1864.72; Paris and Berne 
1889) are likewia<: to be mentioned in this connection. These were of 
course only propaganda organizations. But the convention relating to 
the protection of ~ (Berne, 19(6) was an ~tion of "positive" 
law. 

The foreign public debta of Egypt were internationalized in 1875. 
The mOV<:ment spread to Turkey in 1878 and Greece in 1897. The 

3 See the chapter 011 ~_d n im AuaIande~ in Schilder , 
~l ........ __ de. Wei,."."""",,, Vel. I (lIer!in. 1912); Preuoo, Diw 
Ktqm.l"". 1m .lui"". (Balm 1923). 



internationalism that is in evid~ in the post-war epoch in the ~nclal 
reconstruction of Austria, Hungary and the Saar under the auspices of 
the League of Nations was anticipated in the activities of the three or 
four pre-:war decades bearing on Egypt, Turkey and Greec~ 

3 Internationalism lIS. Autarchy 

The principle of international economic legislation and commercial 
treaties was not desltoyed by the War (1914-18). Rather, it got accen
tuated on both aides on account of the war emergencies. Even India 
had to playa part in this war-tUne internationalism. India's relations 
with the British Q,lonies (and Dominions) and her place in the Empire
economy came holD<t perhaps for the first time to the people at large. 
And "!' for other countries, belligenmts or neutrals, the epoch of world
citizenship, although within limited areas seemed for the first time to 
dawn as a reality. Agre~ between nations regarding exports and 
imports constituted, 80 to say, the very haaia of daily I)~d and butter 
in every COI'llel: of the world. 

In poat-war commercial relations the spirit of world-economy a8 
founded on international treaties or conventiona and understandings 
haa 'embodied itself in no equivocal manner. Air-navigation, freedom of 
transit, patent, trade mark&, labour conditiollS, sanitary measure., <>il 
concessions and many other items have each been internatiol\alized 
afresh or for the first time. One ~annot say that today or previous to 
1914 the nations have been guided by an extra dose of Ihe altruistic and 
philanthropic m-..tives of universalism or world-citizensbip. The ~ 
mental urge behind all these intemationalizings in commerce !.ies, 
apart from the advantages to each nation, in the attempt to bring order 
out of chaos._ "rationalization", so to say,--Ui the -:JOChange of goods, 
and aervicea between the diJferent parts of the globe. But all the same, 
One must admit that the solidarity and unification of the world has 
been actually ~tablished by the formal instruments of positive law. 

On the face of it, how<;:ver, nationalism should seem to have
gained the upper hand in the commercial policies of nations aa an after. 
math of the War. The attempts at economic "autarchy" or aelf.au/li. 
ciency with a view to preparedness against tho; next war belong to the 
A.B.C. of poat-war statesmanship in every country- down to the Disar
mament CoJ#erence of 1933. The discussions about the "relative"-
disarmament of nations point to nothing but the "rationalization" of 
war In<\asurea on the part of each single unit. The transformation of 
agriculture and manufacture brought about by the Great War is teU. 
ing on the entire outlook of the natio1\!'. ProtllCtiv~ larilfs ap~ar to 
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be the chief, if not the cmly, effective props to the new industrie& 88 

:weD 88 old farm. in the differ~t parte of the world. 
The War ba. heightened in every nation likewise the desire to see 

ite men. women and children epjoY .... much of material and moral ,..,J. 
fare as po~ble. The result has been an enormous increase in state 
jexpeneea on "aoc:ial" items BICCOJDpanied by c:orreaponding inere"""" in 
taxation. This has led every nation back to the problem of increasing 
the national dividend, and thi .. in ita tum tc? the attempt at excluding 
foreigners from the country's markets. Altogether, nationaliam. is the 
order of the day here and there and everywhere. 

But this wave of nationalism is conditioned by certain natural Iimi· 
tation&.· And the situation today is to a certain extent almost parallel 
to that prevailing towards th~ end of the last century. The most 
nationalistic of peoples have DO choice bur enter into relations of com
mercial intercour&e with other peoples no lese nationalistie than they 
themselves are. And in the tug of war between nationalism •• the com
promisee that ens~ are !!O many differel1t bonds of internationalism. 
~ Imperial Preferences as established at Ottawa (1932) and as con· 
ceived for France (1933) are.the r~euItanta of such nationali&ma coming 
to .. compromise. 

AI: tho pre~t moment it i!! in the field of investment" that 
nationalism has to meet with ite moat pronouneed antidotes. The in. 
lernationaiization of finance h", taken rapid atrid"" &iDce the war. TIle 
world is today more and inore getting to be a single economic complex 
owing to the capitalistic "community of intereeta" existing between 

4 AceordiDII "" Gregory. autarchy Is ~b1e even foao ..... __ lib the 
BriIi.h Empire ("Self aWliciency .. aD F'nm_ic Ideal" in the M~ G......ti ... 
Comm ... cidl. 21 1!dy 1930. F .. the U.s.A. autorchy io chomplcmecl by Donham m 
B.mn .... Atlrift (Loudon 1931) and Demua m I. CaplWiIm Dcomedl (New York 
1932) hut oppoaecI hy Moulton in Wor DeLli and Wo..!d I'Iooperity (WuhingtOll 1932). 
and Gay and Roorhach m Foreign AfI_ (New York. Vol. X. 1931·32. XI. 193Z-33). 

Autarohy io aD ~t element in the recent economic tIUnIr.ing of Ce.nnan7. 
eapacial17 of the founcIero of .... tioDaI-oociaIiam nnd .. Hitler. e.g. Moeller Van CIea 
Brnc:k: Deo drik R.ie1t (Berlin 1926), F.ied: De. U.,-- zar A_lie (lena 1931). 
S-: Aa/Laa de. doallcMn So.zUrliom ... (Leipzig 1932), See HoIIawm: "0.. 
Rof nach Autarkic in c!er deutochen po\itiochen CegenwortoideoloP" (WellwirllcMft-
1ie1ta Are1Ilo. October 1932), 

5 ·On IDI1g-tenD and oLort-term capital movemento and paymeafo 011 ecc:cuDt of 
In_ and clifidenda with reference to nearly three ~ countria (includiDg India) 
... B.""'- 0/ P_1o mo (Cen- 1932). pp. IBoIS. See eloo the chapter entitled 
"A World In Debt" m Wo,ld-Economic Saroeg 1932-33 (Geneva 1933) icIr an ...... 
of Inlemallonal illdehteom-. eopeclally pp. 264-269. From 1928 to 1932 the /isuIeI icIr 
meditor _triea ... ohown __ ely from thooe far debtor co_ .. in the tabIo 
at p. 291. 



WORLD·ECONOMY 11 

the financial magnates of different nations. Internationalized capital 
is not very keen on the sentiments of nationalism ar national economy. 
It is just from the aide of capitalists that autarchy and nationalistic pro
paganda in its economic aspects tend to encounter their most serious 
rebuf. And for the same reason the protective system bas been 
acquiring an· altogether ~vel significance in post-war economics. 
Capital being international. a protective legislation fosters today not 
simply the ao-called national interests but external finance as well. 
This is how Imperial Prefereneea are compelled as a matter of courae 
to look for some understanding with the non-Empire regions. 

of The World Conferences of Today 

The spirit of c:o-operation betw_ 'lations. or. at any rate. inter
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 seaaonaI euceession. 
Some two hundred such conferences are reported to have met in 
delferent 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 victors 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 Counca was inaugurated at 
the armistice. although it came to an abrupt end in August 1919 with 
the retirement of the U .5.A. from European complications. 

Since then it has been left chieHy to the League of Nations by virtue 
of Article 23 to organize schemes of "equitable" commercial inter
course for its m.,mbers. And this the League has not faaed to attempt 
by instituting mt.,mat'ional conferences for financial, will and other pur
poses and for discussing such problems as reciprocity ""rau, the "most
favoured nation" treatment in international trade (1921, 1923. ~.). 
The financial congr<> •• at Brusaelo (1920) is one of ita irIIportant land
marko. ao well as the conference at Barcelona (1921). which was attend
ed by fortyfour states and regulated the conditions of transit .... d com
munication. and international roads. waterway~ and ports. Further. th& 
regular 8I\d systematic work of the; International Labour Office 

6 Lotz.ch: "IDtematlonaIe Kon_ and Kcmfe<eDzen Un Jahre 1931" in W.A. 
£or April 1932. pp. 617.652, Subr, "The Con ... CompJe.. in W .. Id~" 
II.........! ef th. /lcnsGl National Ch .... Lcr of Commerce, 1931). 

3 
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is not the least momentous fUDdion discharged by the League in the 
world'. economic eyatem. 

Two important problems of contemporaIY economic life which 
have been attacked by the League' 8 confereJlCell. although without 
8ucceSS. may be mentioned in this COII11ieCtion! Onerelate8 to the 
international di.tribution of raw rnateriale in such a manner .... to pre-
vent the producing nations from charging an ~a price f .... export. 

And the other. known as the Ter Meuleq,project after the propounder 
who broached the idea at Brussele, 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 .ug
geated 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 activities and achievements of the 
.. ,,-- "-!" ueneva --"UIf.I es: • 

The Leagw: of Nations. however. is not the sole inal:rument in cotr' 

ternpOfB'Y internationalism. The world-view has been promoted in 
no ordina!)' measure by the Washington Conference of November 
1919 and eapeci&lly the labour regulations. The Genoa Conference of 
April 1922 has tried independently of the League to place the world'~ 
economic and financial 8y8tem on a unified cooperative baaia. 

And ~Iy, the International Clwnber of Commerce is an inatitu
tution that since 1920 has been holding eYe'Y year non-governmentai 
but highly inftuential c;ongreaaea of business men and technical expert& 

representing mo&t of the leading c;ommercia1 nations. .The del~ 
to these annual congresees diacusa such topice .... reparations, inter
allied debt&.· international credit. tariff regulations, cuateme f0l"m81itiea. 
cornmerci~ arbitration. protection of inventions. transportation, 
passport&, unification of commercial terminology etc. 

These are fact& of our own times. It is n<:eeaa&ry to recognize that 
this internationalism haa acquired a momentum on accoUl\l: of the 
cumulative techuical and legal advance of the laat three quarters of 
a century. The League of Nations is indeed not the 5rat of ita kind 
but rather the laat term in a aeries of positive in.titutions that have 
helped forward the unificatio~ of the world in technique, economies 
and law. 

I Competition No Less Real Than C4M1peration 
We have nothing to do here. with idealistic schemes of world 

federation, univ«:nal brotherhood or millennial peace. In all the econ-

7 . GipOlU< , L' Apra.. ......... eI I. Palili_ C __ (puis, 19241. pp. 174-188; 
SaW. , Tluo PoliIic<d PIaU-ph_ Smc. 1'lO5 (Madru. 19281. pp. 2Sl-26l. 
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OlDie movements and institueioDil described above we have the objective 
register of seIf-conscio~ wiD and creative intelligence trying by methods 
of exact experimentation 10 find out the "least "",pensive" and therefore 
the "most rational" means of promoting the greatest amount of human 
welfare and apply them 10 the dilferent memberaof the commercial 
world. 

World-~onomy, -growing as it haa been techno-legal1y for, say, two 
generations, is, then, nothing but a system of economic life in which 
the forces of com~tion ~ ~ 88 of ",,"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 10 the 
village or the city or the COlDltry the businessmen 'a field of activitiea 
aa buyers and aeners has spread, bcause of the fiat of technocracy, 
to ~very nook and comer of the two Hemispherea. 

The marketa for almoat every elaaa of goods have become world
wide. the sources of supply for every elaaa of gooda have likewise be
come world.:wide. The cultivators raise their eom for the world-market. 
the factory hands finish their good. for the world market too. Pro
duction. distribution, ""change. financing as well as consumption are 
not limited by the bolDldaries of castea, gilds, races or nations. Every 
""""omic flDlCtion of men and women has grown international. 

But this intemationaliam is not Ilecessarily less competitive or 
_ co-operative than the nationalism, urbanism. or ruralism of other 
epochs. The only positive fact about the present atate of things is -
that it is possible for ~nomic man to function on a much wider 
platfonn than ever before." 

8 I" ChatiD-OIli .. •• __ economk: I_ali ...... embodied III free trade 
impIieo _fa Inrlaolriolle. aad .. ...-lizatioD.. of tho ..... of Indu...,. I" Europe 
aad Ia more ~t than tho League IormuIa of .... bitratioD. aecuriIy oad cIi _ 
_ 00 r'L"Europe eo Ie Protccllonniame" in /cnma'" ria. Econom~ Paria. October 
1928). Tho! free ... d. _irationo of the l.igae da U~ ... .&1umge may he followed 
ngularly In the pageo of tMo/oam"'; d. lor example, OeIaiai: "Cal Ie le<:hnicien 
qa.i .. "prim.,. Ie cloucmier." 



CHAPTE~ m 

THE BOUNDARIES OF CUSTOMS-UNIONS 

The aoclo·economic morphology of mankind as embodied in 
world.economy may be .aid to have been initiated in the earlier __ 
of the First Industrial Revolution, say, with the establishment of the 
British o,ambers of Commerce in India. But the phase in which we 
find it to-day ahould 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-atate or hemispharoidal customs-Wlion 
but on those of racial affinity, political interest or geographical pro
pinquity. Between the positive institution of national economy and 
the t~co-legar achievement of world.economy mankind has up till 
now succeeded in evolving only plana or projects, and very seldom 
realities of super.national customs-unions. Should world .... conomy ever 
grow into' a. profound political reality and the economic relations of 
nations pass beyond th~ technoeraticaBy international stage of to-day, 
these auper.na!ional customs-unions may perhaps some day have to 
be described as "intermediate" developments ell route to the ultimate 
consummation. But, for the prese~, these customs.union .. are to be 
regarded a8 the final products of human endeavour in th" economic 
concentration or uniJication of regions. It is still the veritable "national" 
econ'omy, B1beit expanded, that has to attitudinize itself in regard to 
the teclmico.!egal internationalism in the &COnouUe and political affairs 
of mankind. 

1 Zollvereins: Past and Present 

The "Continental SystllDl!" (1606-07) established by Napoleon may 
be regarded as the first customs-union of modem times. The German 
ZolloeJ'ein, establiahed in 1933, is, however. to be appraied u the 
inspirer of later attempts at the theory and practice of economic 
unification, consolidallion or federalization. 

De Molinari's ..:heme of Union douarrie,e de l'Europe Cenlrale 
was publlahed in the /oumDl dea Economiste. (Pari.) of February 1879. 
Hie Midclle-European T ariIf Ut¥on would have comprieed F ~ance. 
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Belgium, HoBand, Denmark, Germany, Austria-Hungary and Switzer
land.' 

In Scltmoller. /altr.bw:1t for I88S Brentano adumbrated the project 
of a Tariff Union of Germany with Austria-Hungary and the Ba~ 
state... He belicwed that the twentieth century would know only four 
or live world,power&,-the U.S.A., Great Britain, RUIJIJia and perhaps 
Olin. and F ranee (should her colonial policy prove to be a succeaa). 
Germany's only salvation, if she were to remain a "great power," 
would be in the Union suggested above.' Wermert· ... plan of a 
Middle-European Tariff.Union, published in 1888, comprised Germany, 
Austria-Hungary, Switzerland, Denmark, Italy, HoBand and the 
Balkans, but exduded France. The Union would be necessary, so 
argued he, to counteract the growing competition of America, England 
and Russia. 

In 1888' an American Customs-Union was proposed by the 
president of the u.s. It was to have comprised all the states of the 
two Americas. The plan succeeded only in bringing about some 
reciprocs1 duty-reductions between the U.S.A., Brazil,San Domingo, 
Co.ta Rica etc. 

An economic union between Germany and France. to which 
event)1ally Belgium, Switzerland, Holland, Austria-Hungary and 
poesibly Italy and Spain might be attracted, was planned by De Leusse 
in hi" Union douaniere agricole du centre tL;, r EUI'D/>e {paris 1890}. It 
was the scheme of an agricultural tariff-union for Central Europe. 

A "System of Central.European Commercial Treaties" (Syatem 
der miltel.europiiuchen Handeu..Ilerltiigen) came into force in 1891" 
under the leadership of Gern).any. It comprised' not only the Triple 
Alliance (Germany, Austria.Hungary and Italy), but Switzerland, 
Belgium, Serbia. Rumania and Ru •• ia 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 European Federation publ!ahed in 
the Economiate Fwmcaia <September 1898} Will! to be based On th~ 
nudeus of an alliance between France and Germany with the special 
object of lighting Am~can economic and political ex~n in Europe 
by proclaiming a "Monroe Doctrine" for Europe. 

1 Fiak: Conlinen"" Opinion rqcrJing .. ,.,."..,.J Miclclle-Ea_ T ariI 
Union {Baltimore 1'J(2). p. 6-

2 FioIi, p. 19. 
, Publi.hed In Hirlh. JI......ten cI .. D._h.n Reich ... 
.. Polar.v.: D;.Iion<Uf/ 01 Political &_. Vol. III (Lcmdcn 1913). p. 268. 
S H"""~lt, Vol. V 111m). p. 119, 
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The name of plana like these waa legion in pre-war year.. The 
poat-w_ world know. likewiee many such. The plan of a "Middle
European Federation" seeks to Dind South-Eeatem Europe with 
Germany on the buia of an eschange of raw materials. foodstuffs 
and fodder with indUBtrial. finished goode under state control.' A 
Zollvereineatabliehed between three induatzy-state&, namely, Germany, 
Austria and Czechoelovakia, would seek CO-OperaDon with the agri
cultural countries of South-Eastern Europe on the baaia of preferential 
tariIf in regard to apecffied quotae. South-Eeatem Europe would imply 
for this plan the entire .. agticultural block" from Hungary to Bulgaria, 
comprising, of couree, Jugoalavia and Rumania. 

A modification. with enlargement. of this plan would include 
Poland. ae well ae the Baltic _. in the lICheme of preference to be 
granted to the "agricultural block" by the ZoUoerein of the industry. 
state.. The "Danubian Federation" would be a ZoUverein of the 
amaller states of the Danu~ VaHey. There is the project of a Neo
panalavonic federation. It is to be a ZoUverein with Czechoslovakia 
at the head. This customs-union would come into preferential relationa 
with the German-Austrian Union. 

The tranaforlDation of the political Uttle Entente (Czechoslovakia, 
Rumania and Jugoelavia) into an economic Zolloerein is being attempt
ed by local statesmen, eapecially under F rencb inspiration. The "Balkan 
Federation" would comprise six states, Albania, Bulgaria, Greece, 
!Jugoslavia, Rumania and Turkey. A system of reciprocal preference 
between this Federation and the German-Austrian Un:on might be 
.. stabliehed to bring about an expanded economic unit. 

The problem of the enlargement of the economic region constituted 
the first item among the diecuaaiona of the first Balkan Conference' 
heM at Athena in. 1930. According to ~ committee on economic 
queationa the Balkan states constituted a geographic unity but had up 

. to the preaent neglected to derive profit from this big advantage. A 
rational. organization of thQir production, coruoumption and exports was 
eonsidereod to be a poasibility, They discuaeed Iikewiae the plan of 
a partial cuatoma-union or economic IOlidarity with a common 
estemal trade policy. 

For the purpoaea of Realpolitik the plan. diacussed up tiD DOW 

may be ignored, But three achemea have matured since 1930 and are 
likely to prove eubatantiaI. in the . near future. In the /irat place. 
Austria'. Anachluaa (union) with Germany became a reality in the 

6 Iachboldl .. : D.. Problem d.. wlrt,chaftlieh... regionaIen ZUIaI1UIW1OChl_ 
d .. In_liiaeben StaatenweIt in Wellwimeltofjlidm A rd.,. for April 1932. 

7 The N_ EGoI Y _ ~ 19)1-32 {London), p. 1037. 
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eeonomicsphere in 1931 although in ~e political field it is atill but an 
ideal. In 1933. ~e anti-Hitler activities of ~e Austrian; Government. 
under Dollfuss. however, created a new aituation. Secondly, ~e 
economic paet between Holland and Belgium wi~ Luxemburg entered 
into in July 1932 is one of ~e most recent uniOll8 of our times. And 
finally. the triangular ~coDOmic pact (l932) between Austria, Hungary 
and Italy has led to the establishment of an expanded unit in Southern 
Europe. 

In ~e background of all ~ese unionizing attempts. projects or 
~eories bearing on diverse regions of Europe have to be seen the plans 
or ideals embracing the entire European continent (Pan-Europa) such aa 
became popular during the @at 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 CoucI~nove KaIeriP 
who conceives the world-morpho!ogy as an organization of five limbs: 
(I) Paneuropa, (2) Panamerica. (3) Eastern Asia. (4) Ruaaia. (~ British 
Empire. This Paneuropa excludes Russia and the British Empire. on 
the one hand, hut includes the African and other possessiona of the 
non-British European (French. Dutch etc.) colonial, powers. Coudenove 
KaIergi'. Eastern Asia. be it o~ed en pasoimf, ~ the CUneae
Japanese complex.' 

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

2 Imperial Prefel'ence: French 

Beyond the realm of ach~ea, dreams and reaearchea have passed 
the activities of F ranee in regard to her colonies. There is the aolid 
reality of a customa-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-OUna. . On the other 
hand. it is a traditional fact in the tariJf policy of F ranee that Indo
anna and other colonies enjoy on the French market all the benefits 
of protection enjoyed by French goods. Thia reciprocity> of preference 
or mutuality of concessions bas led to such rigid solidarity between 
France and Indo-China that until ~tly no commercial agreements 
or treaties were concluded in regard to Indo-a.ina between France. 

8 w..,.inoky: r_h ... and z",,/... E_ (P ......... pa Verlag. V_ 
Lei~. 1930). pp. 7-11; and Die Ve.dnigton 5-.. _ Ea_ (Beriia 
1926~ 

9 De La Brooo., "Jodo.CLine" m/OfUfUli cia C_ (pm'" 30 March. 1931. 



on the !"'" Ii .... d. and o,ina or Japan. on the other. And because of 
this absence of comm~a1 treaties with her neighbours Indo-a.ina 
WII8 not in a position to import some' of the daily requirements of life 
not produced at home from a.ina or Japan on favourable tel'lDlr.--'eVen 
in regard to those goods whidi could not be supplied by F ranee herself. 

It is interesting to observe that while France. as a rule. applies the 
"minimum tarilf" in regard to imports, leaving {he "gen<:1a1" or maxi
mum tariff to be used in emergency for purpoaes of reprisal against 
unfriendly nation8. Indo-auna' 8 normal tariff ,DiN-rJi. auna and japan 
is the maximum one. Indo-o,ina' 8 exports of rice to a.ma 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 mineraI.. anel. metals of Indo
o,ina have obtained some duty reductions for import into Japan, while 
Japanese ·goods can enter Indo-O.ina' 9 markets at lower than the maxi
mum rate.. Later in the year a scheme of a general character DlDfe 

or leas on these linea wao approved by the French Govern
ment with the obiect of facilitating the entry of some Asian commoditiea 
into Indo-China. But Imperial preferenctl on reciprocal basi. 
con,tinuea to he the foundation of F reneli wor/.d-economy. inspit~ of 
this recent tendency to enable Indo-a.ina to trade 'with her neighbours 
somewhat more freely. 

Likewise' with T uni.t
• was establ:ahed in 1926 an union douaniere 

(a customs-union) ou ~e ba.is of mutua! concessions. In 1931 out of 
a total import valued at 1,800,000.000 francs T uni. obtained from 
France and Algeria goods worth 1.500.000,000 francs. Her exports 
to "Metropolio" (France) and Algeria constituted 75 per cent of her 
total exports. Preference was accorded to the products of .F rench 
colonies in 1930." Foreign goods of the same categories were sub
jected to a alight las in order to assure this privilege. 

In 1932 Algeria bought of French goods.twice a8 much ao Germany. 
As m ... kets for F ranee the United States are not more important than 
Morocco or 1ndo-OUna. The "Imperial Economic Conference" pr0-

jected by the Frenc:I!. Premier M. Daladier is to regulate some of the 
acute problema of long standing that have marked the trade relations 
between France and her colonies or betweenth~ French coloniea th ...... 
selvea. U . For instance, there is the conBict of interest between the 

10 Burioulet: "TunioI." in /ormud ". C-m_, 30 March, 1933. 
It Reynaud: "..4 ia Sein "e rEm"',, fr<n-io iI 1m que I .. lebansa .. trcr","-, 

,..,.. ria Oene/iceo ... ~ .. " I .. loa""" "" C ............ (Poria) 30 March, 1933. 
12 Roua-F-""'II: "Leo •• banBe' ..- leo cal ...... "oi .... ' ...... ,....- '" 

-1_ "" ",.,_nl .... "ural In /oamlfl "U C_e_ 30 Mateh t9». 
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wine growers of Central France and those of Algeria. It abould ~ 
observed incidentally that the wine-growers of Algeria are not A1gerilUlll 
but men and women of French nationality and embody French capital 
investments of half a century. Then there is the contest over tobacco. 
Indo-OUna and Madagascar are here ranged against Algeria. On the 
other band, the inconveniences created by the tariJf walla of natiOl1ll 
in regard to the foreign trade of F ranee are likely to be reme4ied or 
cOWlteracted by the intensification of commerce between the "M.efro. 
pole" (France) and the Colonies. The "reciprocal favourisation of 
production and industries" is a great object in view. Tho; estabJish.. 
ment of "complementary" induatries in the colonies and their technical 
development as regard. ports, roads, railways, etc. can come also into 
conaideration as a matter of course. 

Ie the "harmony of national economies" likely to reault from the 
World-Economic ConfereJ\Ce? ~ ex-premier M. Steeg in the 
Journal cIa Commerce (Paris) for 30 March 1933. "WIn1e waiting for 
the result." says he, "let us try to organize for ourselves as best as we 
can the equilibrium of our production and our requirements." Accord
ing to Steo:g. the French colonies have faithfully associated themseINes 
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 
eztenoive and atsble foundation. The more concessiona 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 PlOtec
tioniam of other .nationa can be combated by .uch inter-imperial 
reciprocal treatment. 

The total foreign trade of the "French colonies, proto;ctorates and 
mandated territories was valued at 24,000,000.000 francs in 1931 
(29,000,000.000 francs in 1930)." The s!>are of the Metropolis was 
some 14 milliards in 1931 as follows: imports from France, 8* 
milliards, and exports to FrallU. nearly 6 milliards. There was a 
margin of some 6 milliards imported by the French Colonial Emp;re 
from foreign countries. Without pretending to reserve to the Metropolie 
the whole. of this margin F rencl> atsteamen believe that it abould be 
poeoible by adequate tariJf changes to expand the Metropolitan markets 
in the coloni~ 

13 Steea: £ __ d'o~_iMr J,.,. no__ r.qtrilibre de nGO prod.,;,. of 

de _ boo;fta i.. /oumol cia Comno_. 30 Mare!. 1933. 

4 



IIIlPEIUAL PREFERENCE 

3 Imperial Preferance: British 

"It'is only when one on.ml. oneself to the ideoJ.ogies and realities of 
tariff 'in the world'. economic milieu that one can properly understand 
the changes in and the phases of British tariff policy as well as of the 
transformation 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 1868 as an em
bo<liment 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 1642. 

In LOrd Farrel's Free T tlldelleraua F IIir T tilde," first published by 
the Cobden· Oub in 1881, and described lat<;r by Vince in his pamphlet 
advocating Otamberlain' s proposals for protection as .. the most elaJ». 
rate statistical defence of free imports," we have the following empbatic 
pronouncement: "There i. little to be done by' legislation or treaty to 
bring us into closer commercial relation. with the colonies". It was 
categorically declared that the British Government· could do little . or 
nothing to extend colonia'l trade. "Nay, all that 'fair traders' or pro-· 
tectionista urged as to th<: duty of Governments in providing marketS 
for their people really implied, according to Farrer and his school. that 
Governments were to check and prevel\t trade under pretence of guid
ing it. Such a course. they believed, wa,; more h"kely to weaken than 
Ie strenzthen the·· political connections of ~e dilferel\! parts of the 
Empire." - -

But preferential tariff :was a popular topic in the inter-colonial 
conferences of 1887, 1894 and 1897. The lirat Act to grant preference 
Ie British manufactures was passed in Cimada 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 theo., of 
Imperilll U'IrOn and T IlIliff Re/orm failed to w.n national approval in 
the general parliamentary election of 1906. But Acta more or Ie... on 
the Canadian model 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 aecure 
the 8UppOr! of the British Government." 

The· idea DE protection began· to become popUlar in administtative 
circles during the penod of the Brussels Conference (1897-98) when the 
U.K. felt the necetaity of protecting West Indies cane-sugar against 

14 Edillon of 1904, pp. 131.132. 
IS P.la<ave: D-." 01 PoIiIicG/ £_ Vol. III (l.cmd.... 1913). p. 192. 
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bounty-fed beet .... ugar. . The duty of 1902 imposed on ;p,ported corn 
during the South Afri<:an W BE was still but a warcmeasurenot yet assi. 
milated to the tariJf mentality of the British people. Chamberlain'a 
campaign .for protea;on (I903-06) against Continental dumping failed. 
as we have seen, during the general election. 

The lira! 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 born together in the 
milieu of the Grell!: War. 00_ to 1919 the U.K. had a forbidden list 
of 170 articles." 

Prohibition was in that year repleced by a regime of license and 
special permission but continued in regard to 17 goods comprising aD 
chemicala, glass and optical instruments, scientific apparatus. etc. A 
Dyestuffs Advisory Lieenaing Committee was established in 1920 to 
8upervise and aanction the import of aynthetic dyes, colours and inter.· 
mediates. The Safegnarding of Industries Act (1921), directed againat 
depreciated currencies, dumping etc .• was likewise protective-cum-pre
ferential in the interest of "key induatries." The McKenna duties 
were renewed in 1925 when by the Financ~Act preference :was a~so 
enacted on an enlarged scale. 

In November 1931 preferential-protective duties were imposed fIX 
aix months on "abnormal" imports. The next month agricultural 
articles of luxury (fruits etc.), were brought uncIer the same regime for 
twelve months. Finally came the aU-embracing Import Duties Act of 
1932 which imposed 10 per cent on all articles that had escaped the 
earlier tarilf •. 

The diJference between Joseph Chamberlain' 8 schemea at the 
beginning of the century and those of the "Empire Crusaders" of today 
ia profound." Chamberlain wanted a tax on all imported food with 
rebates to the Dominions in return for preferencea to British manufac
tures. But the present anangernent has rendered the import of food 
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 
good. into the Empire countries. 

The British Empire, as commercially reconstructed by the Ottawa 
Agreement and the Imperial Preference Acta, has become almost a 
Deutacher ZoHoerein (1634-71)1& of hemiapheroidal dimension.. To use 
the language of Lord Beaverbrook as employed while ·describillg in 1929 , 

16 PIOWhne. du C"_e .... 1931 (Conm) p. 144. 
17 I!eaveTbrook: Empire Free T-'e (Loadoo 1929). pp. 6, 16. 
18 PIau'.: Deat.cher Hanrldopo/;ti/t (Berlin 19231. pp. 36-38. 
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the policy 01 Empire Crusaders, the Empire ie !lOW functioning as a a,ng\e 
eccmom:c group and trade between the variOU!! parte ie to suffer no reetric:
tiona. The intereata 01 thie group are being conserved by a tariff wall 
"Pinal the real 01 the world. Within this group the economic inter
eata of the parts are tending to be strengthened by a policy of agree
ments, quotas and compell!atio~. 



Chapter IV 

THE TARIFF STRUCTURE OF INDIA 

The beginnings of a fundamental revolutioll in the commercial 
policy in India are to be noted in the tarilf legislation of the war period 
(1914-18). During the nineteenth century and the first decade and half 
of the twentieth the only customs on impolt!'d goods that were levied 
by the Government of India were esdusively for revenue purpoees, 
and their rates wen; very low, generally 5 per cent (1858, 1875, 1894) 
and temporarily 10 per cent (1859) or 7]12 per cent (1864).' This oort 
of free trade was the exact opposite of the tariff trend in Great Britain 
previous to 1842 IlI\d on the European continent, when; excluding the 
brief "free trade" epoch of 1860-1870 (Napoleon m .. Cobden.a.evalier 
T reatyJ. the commercial pohci~ were almost universally "protective". 
lIB we have seen above. 

A. a rule, foreign goods entered India free of any customs duty 
whatsoever. The Act of 1682 which swept olf virtually all the duties 
that esisted. 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 almoat at the time when free trade wu definitely aboliahed 
in Germany by Bismarck (1680). and the protectionist "fair trade" move
ment was becoming vocal in the United Kingdom. 

The tariff atnacture of India in thoae daya _ characterised by 
export duties levied virtually on all articles at a low rate. namely, 3 per 
cent ad ""'orem. The trend in this line: hu consisted in the gradual 
reduction of the liat of dutiable goode. By 1875 only indigo. lac and rice 
were left to be taxed. The Free Ttade Act of 1682 removed the first 
two leaving rice aa the only commodity to be taxed for UPorI about 
1914. 

It wu 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 goode from 3 Y.z to 7]12 per cent, the general rate. but 

1 Rff/>Ori 0/ the IndUm Flo ... ' CommiNion 1921-U (Simla). pp. 10·IS: R_ 
-t e.. T-'e 0/ India 1931·32 (Calcutta). p. 254: 1932-33. pp. 20-23. 246.269 (Part I 
Articl .. moe of duty. Pert VII. Articl .. li.hI .. to protective duty. P_ VIII ODd IX. 
AnIcIea liable 10 pref ..... tial duty). See also Torill Pnferenc .. applicable 10 t..cIum 
IIOOCIa "" Importation Into the Non-Self.go •• min. Colome. BOd Protecto_ (Supple. 
mont 10 the IndUm T-'e lotJrMl (CaIc:utta /'Iovem .... 23, )"3). 
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kept the "countervailing exci.." duty" on Indian manufactures at the old 
ra~. namely. 3~ per cent. The es£ise remained the '.ame even when 
the general import duty was further raised to 11 per cent in 1921. Thi. 
policy of favouring the Swade.Ni. i.e .• homemade goods was observed 
in another regio" too, although in a round-about manner. In order 
to foster alld 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 Prefc::rence" consisting in It. "rebate" of 2/3 rds. 
was attached to thi .. protection exactly at the time when it became 
positive law in Great Britain. 

These laws of 1917-21 were but symptoms of a radical transforma
tion in Great Britain' a attitude in regard to the industries of India en
gendered as a rejlult of the war experience. 11\' 1921 "Iiacal autonomy." 
whatever it might factuall,y imply. WI!!! conceded by the British Secretary 
of State for India. The Indi&lll Fiscal Commission (1921-22) recom
mended It. system of "diacriminatingprotection", and the, ~ndian Tariff 
Board. was appointed (1922) to gi~ effect to the proposals for protective 
dutie •• 

Since then the protective syatem has 'been being developed along 
two main linea. In the fuat place;· the Steel induStry Protection Act of 
1924 levie-i dU!ies amounting to nearly 33 1/3% -. imports and con
ferred botintiea on the T ata Co; The Act was renewed in 1927 and 
1928 for It. period of seven yearlJ .. The bounties were abolished (1927). 
but in addition to the "basic duties" which were conaidered to be mini
mum and which were levied .... British .... well on non-British good. 
(American, GermlU\. Belgian alike), thl!' latter were burdened ~ 
acme extra-dutiCll. This ia the 8l!icOnd instance, of "Imperial Preference" 
during the firat years of protective tariff in India. The system was to re
main in force until 1934. It is being reconsidered at the preoent moment. 

Laws "protecting" oeveral other, Indian induotries have Jikewiae 
been p .... edsince the establishment of the Tariff Board in the form 
of duties on imported manufacture... We have to _tion the pr0-

tection of bamboo paper induatry (I92S, 1927J, the duties on camel 
hair, cotton anq canva. beitillgS for machinery (1928), the protection 
of tea cheat industty (1928), the Match Indu&try Protection Act (1928). 
and the duties on rubber-insulated copper wires and cables (1929), on 
printing types (1929), and on sugar (1932). 

Laat but not least hal to be mentioned the abolition of the .. counter
vailing cotton excise duty" (1926), which bad been a burden on the 
Indian mUla aince 1894. 

Finally. there is the big dOle of protection to the cotton telllile 
industry accorded,.by d.>e Iw, pf 1930. which, besides. embodies 
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"imperial Preference" as against -Japanese competition. Protection 
in India happened for the third time to he associated with preference 
previous to the Ottawa Agreement of 1932. In India as in the United 
Kingdom protection and preference have ~n known to be twins. 

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

The second main feature of the protective system is to he seen 
in the ~uetion or removal of the import duties on raw materials such 

as are needed by the industrieS of India. In 1924 the duty on sulphur 
was abolished and in 1921 that on unwrought ,zinc. 

~ ppinciple of the removal or reduction of ciuties on certain 
foreign imports is almost univeraal in regard to machineries and mill
works. The, free-list 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 bas been steadily kept before the mind' .. eye of customs 
politicians. India 6nels herself to-day, in the protectionist currents 
such as have been swaying the entire post-war world including Great 
Britain. eHorts of, the League of Nations for "tariff 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 aU customs duties exceeding 2J.2 per cent ad o%rem: The 
aituation on the eve of the passing of the Act supporting the Ottawa 
Agreement is described later. 

The profoundly radical commercial poliey of post-war india has 
not failed to revolutionize the public 6nance -of the country" In 
1921-22 the net-revenue from customs both on imports and exports 
amounted to R... 344.096.361 in a total imperial revenue of 
R... :1.152.ISO.317. in 1929-30 the contributions of customs -to the 
revenues of the state amounted to Rs, SI2.766.229 (total Imperial 
revenue Rs. 1.326.6SS,10Z). a sum which just carne up to 75 per cent 
of the German revenue from customs in 1929. From 14'7 per cent 
of Imperial revenue in 1913-14 the Indian customs rose to 29'6 per 
cent in 1921-22 and to 38'7 per cent in 1929-30. 

And it is int..reating to observe that during the fiscal year 
(1924-25). the 6r.t year of formal proteetioQ, the "proteCtive" duties 

2 514lioffeal Ai>ri,oct for BriliJ. Indi. 1920-21 to 1929·30 (Calcutta 1932) pp. 122. 
212.213. 214..115: fin ....... and 51 ....... im In .... d Atuland (Berlm 1930). p. 453. 
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amounted to Re. 22.577.194. This made up 4'9 per cent only of th~ 
total import dutie&, Re. 457.531.516. moat of which were thus duties 
for ·~revenue.·· The proportion waa 5·1 per cent in 1929·30 when the 
import duties, both for revenue and protection, amounted 10 

Re. 512.766.229 while the protective duties alone accounted for 
Rs. 26,488.348. From the atandpoint 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 i. tending to reproduce in India, although perhaps on a relatively 
small ocaIe. the conditions of industrial revolution in England previous 
to 1842 and in France. Germany and Italy during the second half of 
the nineteenth century. 

In other wo~ds, at a time when the world is witneaoing what rnay 
be called a "second industrial revolution" in some of the advanced 
countries of Europe and America, India is paning through the earlier 
or perhaps intennediate and to a c:<;rtain extent final phases of the 
"first industrial revolution." In commetcial policy a8 in other item. 
of economic structure the Indian people finds itseH to-day about a 
generation and a half or two generations hehind th"! industrial •• great 
p~ers~'· 

The United Kingdom was oppoaed to preference in 1907 but in 
1919 went over to the system granting preferential rates to thr. entire 
Empire. It was thus that Indian tea, tobacco and coffee. for instance. 
came to enjol7, British preference. The British Finance Act of 1925 
placed the preferential system on a wider basis. By 1931 India was 
enjoying preference on colfee. fruits (dried or otherwise preserve". 
silk and tobacco. The preference on tea had heen dropped in 1929 
but was restored in April, 1932. India likewise used to enjoy prefer
ence in Canada and New Zealand previouo to the Ottawa Conference. 
The preferences enjoyed by India in part. of Northern Rhodesia and 
Fiji are also menti_ble! 

By the Ottawa agreement (1932) India. not only accepted all the 
preferences but· also undertook to reciprocote. Reciprocal prefer
ence is a radilCally new fe.ture in the Indian tariff atructure. For Greet 
Britain the tarilf revolution has brought in preference in tulJition 10 
protection. 

In India. on the other hand. the Ottawa tarilf' embodies only 
preferenC<! but no protection.' We have thus a revival of the old 

3 G_ 01 India E.v-dinGtfl. Oct. 13. 1932. pp. 339. 3S7. 
4 For the Iateat torUf omendmento lee Suw: "/ndion Eapm. Price and 

ExcluonllO Movement> on the Eve of R"""""'l' (with refereDc:e to Economk: Structure 
and Economic PlaDDina)" in the Finonci", Timoo (Calcuttol. Jan1lU7-Apri\ 1934. 
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system of preference which 'prevailed in India from 1835 to 1859. 
During this period the duty on non-British goods "Wall 100 per cent 
more than that on British goods. the latt.... 88 a rule not exceeding 5 
per cent, as we bave seen above. At that time, be it observed furtb«, 
there "Wall preference but no protection in the Indian tarilf. 

s 



Chapter V 

THE EMPIRE-ECONOMY OF THE BRITISH COMMONWEALTH 
, 

1 India vis-Il-vis U. K., Dominions and Colonies 

The British Import Duties Ad: of February, 1932 throw. into bold 
relief the peculiar conatitutional position of India in the four-limbed 
British Empire. It beacm~ peIfectly clear that, economically speaking, 
the orientations of Indian commerce to the Empar«:. were threefold. 
First and foremost came naturally the relations of India oiN-vi. the 
the United Kingdom. The general protective and liscal tariIf of 10 
per cent imposed by the United Kingdom dected India as much as 
the Dominions and the foreign countries but not the .. non-self-govem
ing Colonies". Down to November 15, 1932 the pre-will i.e. free trade 
regime would have prevailed but after that India was to be discriminat
ed against unless she car~ to grant preference to the ~ Kingdom, 
i.e., disc:riminate against the non-Empire countries. 

The second compl"", had bearing on India oH-lli. the Dominions. 
From November 15 on the Dominion&' 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 Ad: and 
were indeed left to b<! 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 
have begun to enjoy the preference in the United Kingdom. In that 
_tuality, after November 1932 India would have had perpetually to 
compete on unfavourable terms not only with the non-self-governing 
COloni.... but also with the DorniniOll8, for instance, in the export of 
wheat. barley, tobacco, hardwoods, lead, zinc etc. This isolation of 
eommercial India on the British mark~ would have placed her on the 
same footing IIiN-vis the United Kingdom as any foreign country. 

Thirdly. came the non-self-governing Colonies. These we ... 
granted prefe,rence by the very Ad: 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 ewer terms. Both India and the 
Dominions were pr~llted with a fait Gt!compli in tarlff-strategy. Those 
parts of the British Empire including India that delivered goods to the 
United Kingdom more or less identical with or eimilar to those supplied 
by the Coloni ..... for instance. tea. oil aeede, apices. coiro raw gnat skins. 
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'etc. were fcm:ed therefor<; 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 themaelves also. provided they were 
prepared to grant preference 19 the United Kingdom. 

It might be reasonab1v suspected that these Colonies would expand 
their ezport. 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·/inisbed or semi-manufactured goods also. The chances 
of the ColorPes 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 diJference from the Dominioni in political status. For 
a long time in British constitutional theory or practice and in common' 
parlance thl: distinction was ~own. From 1854 to I92S the British 
constitutional law knew only the Secretary of State for the Colonies. 
The "eeH-governing Dominions' were separated from the Colonies in 
the latter year and placed under a separate Secretary, that 'for the: 
Dominions. It is since 1925 that the importance of the Colonies as an 
independent category in polit!lcal. economic and linancw matter. haa 
been srowing in British and world thought. 

2 TIle Dominions under tile Ottawa Agreement 

The Dominions. a8 is well-known, are Canada. A""tralia. New 
Zealand. South Africa and Newfoundland. Southern Rhodesia is a 
"self-governing Colony" with government "reapo;";hle to the ~ople." 
oubject to certain reservations in regard to "natives." Like the 
Dominions and the Irioh Free State it is administered by the Secretary 
of State for the DominiON and not by the Colonial Secretary. 

In 1932 India'. export~ enjoyed preference in Canada, New Zealand, 
Irish Free State and Southern Rhodesia. But the imports from these 
Dominions did not enjoy any preference in India.' The tariJf policy of 
India in regard to the Dominions had' not yet been established on 
the baoio of reciprocity. 

The Ottawa Agreement alfected 21S out of some 800 item. on 
the Canadian T arilfl In i9 cuetI Briti.h gQoda were declared duty. 

I GazdN, p. 370. 
2 Tbe E_iot, Lobdoft, Oct. 15, 1932, Bordr.; "D'lOlndu.irialiaierublr der 

Britisch... O"mini .... unci die RUckwizkWlIr auf ih... wel_haftli<he StdIUDli' in 
W,A. (,leta) for April 1932. 
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free, and in $3 ~ the duty on British goods Was lowered. while in 
B3 casea the duti ... on DOI1-Brit~ ~ were raised while ~ OIl 
British remai~~d unchanged. 

Some of the n~ r~ may be exhibited below:-
Goodo . GeueroI On Brltlah Goodo 

I. Woven £ab.ico of calton 32t per ceDI 

_ of ""unto ·100 Of more pl .... -
p~ 11;. me 

2. W_ cotto. fabri .. 32i--with cut pilo ........ 
p~ 11;. 15per_ 

3. Woollen _ and _ 20 __ 
10 per_. 

imported for further pIuo 17t _10 pi ... 71_10 
manulocwre per 11;. 

- 11; • 

•• m."keto 25per_ me 
5. U- .ru-d 25-35 per ...... free 

6- Ccal 5O ...... _taD me 
7. Talde Imi..., 

and foob 3Sper_ ISper ...... 

8. i> .... -Io:ru- 3D_cent me 
9. Steel i_. bloomo _. 

DOt made ill Canoda and 
Imported ooIo1;p foo: 
furth .. man~ ,3per_ me 

10. Bellini! leather 27t _ ceDI 121 per_ 

II. C...,....u. butte. 3 cen" _lb. me 
12. Tabloworo of Cbiaa 3Sper cent me 
I), I'ziatiDi! IDk 25 _ cent 121 __ 

14. Loundr,o Soap ,1·50 _ cent.I 0-60 __ cent.I 

The rearrangement of tarilf in Australia w .. to take place, generally 
speaking, iD accordance with a formula bearing on· the range of 
preference. The following table iDdicatea th~ diferential treatn\ellt 
poposed to ~ accorded to British goode: 

Du.,. .... lhitiah aoocIa Genend Duty 

I. me 10 19 per _t 
!Sto34 __ 

2. 1910 29 __ 36ilo 46l __ I 

3. 
0....29 __ 1 0....49 .... _ 

OIP 10 75 per ...... 
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In· regan! to certain goOds. e.g., plate glass, velvet., eI!c:. the eDt
ing preference rate wa& to be retained. For e<:rtain other good, the 
margin of preference was fixed ~ folloW! :-' 

t. r- ancl SIeeI taboo or pipeo: 121 per cent 

2. Linotn>e ancl printlDa machiDeo, 20 per_ 

3. T_ Easinea: IZi per cent 
4. V __ . cIeeneza, 20 per cent 

The margin of preference for British goods might ~ reduced in the 
case of the fonowing articles to the ~nent indicated:~ 

1. Silk pi , gaoda, 2! per ..... t 

2. Lace, embtoiclety dc. ; 5 .. 
3. CIotboeo; . 5 .. 

of. CutIe.y: 5 .. 
S. GIusware and Lampo: 

6. F~ aood.: 
5 
S 

.. .. 
New Zealand abolished the existing surtax; of some ~. per .cent 

on British goods. No reduction was made in the. existing margin 
of preference except iii the case of those goods on which the margin 
is . higher than 20 per c<:nt. Thi~ is the maximum margin allowed 
under the new regulatiollB •. 

In South Africa new or increased preferences were to be given to 
British locomotives, tractors, typewriters, machinery, electrical batteries, 
aoap, radio apparatus &1\4 vacuum cleaners. New duti~8 were to be 
imposed on certain foreign tamiles. The existing margin of preference 
in favour of British manufactures ~ not to be lowered. 

The margin of preferenc~ for British good. in Southern Rhod~a 
was to be as follows :-

1. Electrieol materto1 10 per cent 

2. Batteriea. typewriten, tadioa 

ancl a!aaoware 
3. Cudery 

15 

20 
.. 
.. 

The existing rates on British ilnports were n~ to be reduced. 
In Newfoundland the gc:neral margin of preference was to be 10 

per cent. But ~ould this involve lOBS of revenue th~ IJW'gin might be 
lowered. 

a Reciprocity Between India and :rile Colenilll· 

The "non-adf-governing Colonies" are administered by the 
Colonial Secretary. Together with protectorates they are 39 in number 
and 1118¥ be dimibuted in five groups from the Jltandpoint of the degree 
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·of self-government! At the toP. constitutionally conaidered. are three 
COlonies.-Baham ..... Barbados and Berm.uda.-in which the Assembly 
is "elected" but the Legia\ative Council nominated. To the second group 
belong British Guiana. Ceylon and Cyprua.-mee Colonies in which 
the Legislative Council is partl,y nominated and partly elected but in 
which the officials are not in the majority. 

Then come Fiji. Jamaica, Kenya. Trinidad. etc •• a. group' of twelve • 
. in which the LegisIative Council is lik~ .elected in part but in 
which. as conslraated with the previOWl groUP. the officiala constitute 
the majority. Nine Colonies like Hongkong. Uganda. Protectorate. 
Northern Rhodesia. etc. have no election for the Legislative Councils 
which are entirely nominated. FinaI\y. there is a group of tell without 
any Legislative Council.' Some of these 1m! Wei-hei-wei. Basutaland, 
Bechuanaland, Swaziland etc. 

F $>I' the first time, in 1928 the Colonial Conference met in London as 
an institution distinct from the Imperial Conference. Aa Mr. L. S. 
Amery, Secretary for the Colonies observed. "the conception of the 
Colonial Empire .... an entity ofite own·-.. important constituted 
element in a wider framework of the British Empire with characteris
tics and problems differentiating it, on the one band. from the common
wealth of equal, se\fgoveming nations and, on -the other band. from 
the great Empire of India-was one which :was only gradual\y dawn
ing upon the mind of the general public." 

The Colonie .. cov«:r 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 I<> double itself every few years. . 

The amount was hardly less than the entire sea-borne trade of 
India during 1928-29, namely. Ra. 6.461.900,000. In other words, the 
Colonies, although tarely talked of jp India, are as valuablo; in world
commerce and therefore in the ee!imation of the U.K. &It India herself. 

Of th,e ~ Afr;"an territori~.· Kenya and Nyasaland are the 

. 
3 Tluo Dominion. 9llce """ ColonUd ()ffU:e L., Loncloa t92& s.e aloo TarUI 

P",ference applicable to Indian Goodo on Impoltalion Into the Non.s.Jf-G........u.. 
Cohmi .. end f'loteetolaltl (Soppl .... ent to the lntlimt T",.,. loanuJI (Calcutta. New. 
23. 1933), -

4 "The ~ic& of the New Colonialiom" in the /ollrMl 01 the B ... ,.z Nallen" 
C,"-l... 01 Commorce for.ru- 1928. 

S Tit. A!ri_ Com,,"o on "EmpIre Couon P~bUI_" ill .be /oanuJl 01 the 
B....." Nation.' Ch....... 01 Con"ne.... Dec:embe. 1927. For ,be commen:ial and 
.-.I economic conditio .. of Kenya and Usencla, ZalUllber. end T_yika _ 
T",.,. Million .. tho N_ EcoI """ A,""" (Calcutta 1928). pp. 137-191. 
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_ favoured agriculturally. The greal1est mineralproapec:ta lire. beld 
out by Tanganyika and Northern Rhodesia. Cotton growing and pro
.duction of doves constitute the 1_ of Uganda and Zanzibar. Accord. 
ing to the A/rican Comrade (Dar.ea Salaam, Tanganyika) the "pro. 
gress made in British East Africa during the past few yeaN is astonish· 
ing. British administration and enterprise are at the beginning of a 
work, which, when complet<:d, may well prove to have been no leaa 
ably carried out than in other Dominions in the past'." Experimenl8 
in Sudan h .. ve indicated that cotton can be grown here in perfection. 

The following exporta to India from the Colonial Empire are to 
enjoy, accordillg to the Agr<:ement, a preferel1Ce of 10 per cent ad 
l1alorem, aaphalt, besawax, soda aah, gum arabic, cutch, cinnamon 
oil, coconuts, copra, coir yarn, coir mats, dry fish, vegetable&, unmanu· 
factured ivory, vanilla beans etc. c.;m.in goods are to enjoy 7]12 per 
cent per ad oolorem. namely, betelnuta and unground ~ices. Then; 
there are preferencflS at ~eci6c mtea. e.g, Rs. 3-12-0 per gallon on 
bitters, one anna per lb. on coiee, Rs. 3·12-0 per proof gallon, two 
annaa per lb. on tea, and rate~ to be wbaequently det<:rmined on un· 
manufactured tobacco. 

While exporting to Ceylon India will enjoy preference of nol: Iesa 
than 10 per cent ad llDlorem on the following goods, Cotton piece 
goods, cotton yam, fresh fruita and vegetables, dried. salted and pre

served fruita and and vegetables. big lead (but not lead ah........ tea 
lead or foil), iron and steel. teak and other hardwoods. p~ery, 
coriander aeed, beans, apparel. boots and shoes. woollen carpets and 
rugs. There are certain 8i!~ rates also, for instance, tea at the rate 
of 12]12 cent. per lb, coiee, raw, roasted or ground. at the rate of 6 
centa per Ib, and tobacco manufactures at rates to be subsequently 
determined. 

India's exports to some of the sta~ of Malaya are to enjoy pre. 
ference at the rate of 2 cents per Ib 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. b.aaaware 
and bronzeware, copper and copper ware, paraffin wax, perfumery, 
groundnuta, cotton piecegood., and 6ahma.wa and aharklins. 

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. Nyaoaland and part of Northern Rhodesia by 
the Convention of St. Germaill 1919. 

In certain Colonies preference hao for some time been enjoyed 
by India aa by the U.K. and other parts of the British Empire. Theoe 



are the West Indies. Fiji, Gibraltar. Cyprwt, as well as parts of Ahica, 
for instance, Gambia... the SomaIiIand Protectorate and that part of 
Northern Rhodesia to which th<! Convention of St. Germain i.e nota_ 
applicable. 

AD this preference, whatever be tho! worth._ might have dropped 
had India chosen to decline granting preference from her aide. But 
India'. decision to reciprocate IuuJ left with her the. secure enjoyment 
of the previoUs privileges. 

So far as the Colonies are concemecl. therl; are virtually only two 
regions in regard to wh:ch an agreement had to be made -afresh from 
the Indi811 aide. The&'! are Ceylon B!\d the Malaya States. A. 
for· the othe.. there were, first:, those atato:oa that are bound by iniler
national treaty. V;.-d-"ia ~ regio",! India could only offer preference 
in regard to imp~ therefrom but not enjoy any. in regard to exports 
thereto. Then there were the others in regard to which India had ouIy 
to reciprocate in order to keep in tact the preferences of long standing 
eztencled to her by them. 

In l'!gard to those goods in whic:h the U.K. is to receive pref ..... 
eI1Ces from India, viz. the manufactured arJicles, the Colonial Empire 
also is to get them.' But the CoioQial Empire· is mainly agridulturaI 
anddoea not po&seIl!! 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 U.K. is ... enjoy it, 
i.e. iri-regard to manufactures.and ~.manufactures. The export of 
India'. manufactured articles to the Cofonies gets therefore II 6Dip. 
The reciprocal preft:reno:e bid!! thus to promote; the industrialization of 
India by furnishing larger ~d eapanding em-..-Inclian marl .. ,t ... 
Naturally. the ptesent.day depression also i! likely to be c:ounteracted 
t\o a cer!lain extent. 

4 Empire-Economy in World-Economy and Indian Economy. 
~. value of .the British Empire.fiCOnorn,y in the wor\d.economy 

can be seen in a nutshell in the following table giving the importa and 
exports of the total British ~ire fro~ 1927 to 1929' (in million do\lau) : 

Year Impcxto· Esporto Total 

1927 10,228 8.780 19.008. 
1928 10,132 8.954 19.086 
1929 -10.646 8.775 19.239 

6 Ga.zeII. pp. 358, 395. 396, 4OS. 
7 M ......... ndum on l"I<lTrI<IIluneI Trad. Vol. r. (Cell .... 1930), pp. 20. 21: Worl./ 

E-ic S..,.,..I932-.33 (C_ 19~ pp.286-288. 
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The £mpire "proper" (i.e. the complex of Dominion •• Colonies. 
and India. lying a~ they do outsid~ the U.K.,) was responsible for the 
following figures (in millio .. dollars) which .hould be read in the above 
perspective :-

Y- Imporla E_ Total 
1927 4,897 5.329 10,226 
1928 4.899 5.433 10,332 
1929 5.053 5.225 10,278 

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

Y .... 
1927 
1928 
1929 

Imp .... 

906 
'lIZ 
914 

~ 
1.16Z 
1,zo7 
1.177 

Total 
2.068 
2.119 
2,091 

The entire french Empire (France with colonie.. prolectorate8. 
mandated territories) is responsible for the fonowing figures (in million 
doBara): 

Year 
1927 
1928 
1929 

Imporla 

2.708 

2.765 
3.028 

~ 
2,655 

2.S66 
2.511 

Total 
5,363 
5,331 
5.537 

In 1929 the tota) trade of the entire F reIlch Empire was 51·9 per 
cent of that of the Briti.h Dominions, Colonie9 anillndia. and 27'7 Per 
cent of that of the British Empire. The total atatiatically recorded 
exporta and importa of the entire world from 1927 to 1929 are given 
below (in million doll~: 

Year 
1927 
1928 
1929 

Imporla 
33.764 

34.639 
35.343 

~ 
3l.378 

32.'" 
32.742 

Total 

6S.14Z 
61.138 
68.08S 

It i. evident that the British "Empire proper" is slightly higher in 
value than the U.K. itself. Ita commend over the world-tradeexhibita 
likewise a higher coefficient than that of the U.S.A. Nay, the total ex
porta and importa of Germany and France combined just came up to 
those of the DorninioIl8, Colonies and India put together. while Japan, 
the Netherlands and Italy combined did not constitute.in 1929 more 
than 56 per cent of the British "Empire proper." 

The percentage aha ... of the total Briti~ Empire in the world's trade: 
6 



lMPERut PREFERENCE 

(imports and exports combined) ""'" be seen in the perspective exhibit.
ed below': . 

Reaiona 1927 1928 1929 

% % % 
Total Briti.h Empne 29· 2 28- 5 28· 2 
Briti.h "Empne Proper' IS· 7 IS· 4 15·04 
U.S.A. ,IHO 13-57 13-93 
U.K. 13048 13'04 13·16 
Cennany 8·94 9·09 9·13 
FJ'ance with Colonie. 8-2 7· I} 8· 1 
France 6'51 6·12 6-24 
Canada -. 3064 )-97 H8 
1ncI;. 3·17 3016 3·07 
Japan 2-92 2-79 2·89 
Netherland. 2·75 2-80 2·80 
Italy 2-8S 2·86 2-79 

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

The total values of India' a international trad,,! (exports and imports 
combined) were distributed a!! follows between the U ,K.. the Dominion
Colony complex and lIhe non-Empire countriea:' 

Penod U.K. Dom..c..I. Non-Emplle 
Ro. 

Pre-War Average 1,478,800,000 

Pool-War A_ 2.194.700,000 

1930-31 1.151,600,000 
193'1-32 901,400,000 
1932-33 872.600,000 

IU. 
4S1,200,OOO 

711.900,000 

499,600,000 
380.300,000 
342,000,000 

IU, 
1,763,700,000 

2,653,700,000 

2.253,100,000 
I.S87.5OO,OOO 

1.467.soo.000 

The above figurea yield the following percentual relations: 
Period U.K. .Dom . .c..I. Total Non- Total 

Pre-War Average 
Pool_War Average 
1930-31 
1931-32 
1932-33 

39-5 
29·6 
31·4 
32·2 

12-3 
12·8 
12-8 
1303 
13-1 

Empire Empne 
SH 47-7 100·0 

S2-l 47-7 10Il-0 

4H S7-6 10Il-0 

44-1 SH 100·0 
45-5 SH 10Il-0 

8 Adapted from M....." ... d"", on Int.' .... tional Trod. Vol. I (Geneva 1930) pp. 
21. 23: Reoi.", 01 tho It'ond Trod. 1932 (Con .... 1933). pp. 23. 42. 

I} Reoi_ 01 tho TnnJ. 0I1nd .. ill 1931-32, pp. 189-191: 1932-33, pp. lSI-In 
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Certain fea!Urea cannot be overlooked. Firat. the Empire tnde 
which was 52'3 per cent ill pre-war years has come down to 44'7 per cent 
in 1931-32. Secondly, as between the diHerent parts of tbe Empire,' 
again, the U .K' s share has declined from 40 to 31'4 per cent while that 
of the Dominion-Colony compl"" has risen from 12'3 t9 13'3 pel: cent. 
The Dominions and the Colonies are to-da.y more important in econ. 
omic India, although rather slightly, than previous to theWar. 

Incidentally it should be observed that the6.gure~ for 1932-33. both 
absolute and pereentual. are to be take~ as to a certain ""tent the 
consequence of the Ottawa Agreement, which, how=. need not be 
discussed in the present context. 

5 INDIA'S INTEREST IN THE EMPIRE MARKETINC 

BOARD 

The growing importance of the Dominions and the Colonies in the 
Empire-eeonomy 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 i. this consciousness 
better embodied than in the Empire Marketing Board. whose activities 
deserve, therefore, a special investigation in ~ enquiry into the tariff 
economies of India VQ d m. that of the Dominion. and the Colonies. 

India' 8 economic prospects and possibilities are likely to be affected 
very seriously by the policies which control the budgets and administer 
the interests of this Board. No aurvey of India's' commercial and 
industrial future can be deemed adequate which does not ""amine 
the E. M. B's sympathies and orientations from year to year. It is 
nothing short of the problem of India !lersus 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 aacendency simults
neeully with the comparatively quicker progre88 anc{ higher rate of 

,development in the Colonies and the Dominions. 
. The grants for research and development made by the Empire 

Marketing Board 1 •• established in 1926. amounted during the fourth 
year to £482.000 out of its total budget of nearly £800.000. The 
sum. contributed from other sources to the research schemes of 
the E-. M. B. amounted to over £500,000 during the third year. 

10 £1111'1,. M.,.~.Ii •• lloar<l. May 1928 to May 1929. p. 10 I May 1929 to May 1930, 
p. Ii. 



IMPERIAL PREFERENCE 

The iOetituti008 of the U. K. as well as the grants obtained by them 
from the E. M. B. down to May 1930. i.e. the end of the fourth year 
are described below along with the objects for which the grants have 
been made."· 

Institiuticms 

1. University of Cam
bridge 

9. D __ t of 

Scieutiftc .... d In-
dustrial He ..... ok 

8. 
" 

•• H 

6. Rowett Research 
Institute, ,Aber
deen 

6. School of Agricul
ture, Cambridge' 

1. .. 
8. .. 
9. UniveraityofEdin

burgh" 
10. Univer.ityofCAm

bridge' 

11. 

u. 

18. 

14. 

15. 

18. 

" 
Liverpool Scboolof 
Tropioal Medicine
Louden Quaran
tine Station 

Parasite Labora
tory, Farnham 
Royal, England 
Imperial Bu ...... u of 
Entomology, London. 

" 

Objeet. 
/ 

Development of the biological and 
agricultural department •. 

Development of the Low Tempera
t-y>1\ese&rch Statien at CAm
bridge. 

Erection of New Station at East 
MaIling, Kent, for ooId starage 
experimente. 

Survey of trade in frozen mutton 
-and lamb. 
Mineral content of Datural pas
ture. (with special reference to 
Kenya Colony). 

Physiology of reproduction and 
growth of farm animals. 

Grass and fodder crop OOD_

tion4 
MJlk yield of <>owa cro.sbrad from 
the Indian Zebu. 

Chair of Genetics and Animal 
Breeding. 

Use of B.O.G. vaccine in the pro
teetioll of calVO! against tuber
culoaia. 

Esteneion of the Departm8llt of 
Animal Pathology. 

lIfetalOlln Immonlty. 

EJ:p<Irt of British etock to Empire 
countries. 

Breeding of b8lleftcial parasites. 

Biological oontrol of inseot pe.ts in 
. the W.st Indi ... 
Compaign agaiust desert 1""n8t. 

Grants of E.M.B. 

£10,000 p.a. for 5,..... 
£38,500 capital 

and £8,OOOp.a. 
fotiy ..... 

£55,000 cap. and 
£8',000 spread 
over 5 years 

£1,250 

£25,000 spread 
over 5 yeara 

£5,000 cap. £40(} 

p.a. for 5,..... 
and £500 gua
rantee 

£IlOOeap. 

£3,000 cap. 

£4,250 

£3,000 p ••. for S 
year-

£1,150 cap. and 
£3,250 p.&. for 

o years 
£15,000 cap. and 

£8,000 p .•• for 
5 years 

d,OOO p ••• for 
a 1""" 

£500 

\I Empir. M .... Ii ... Boo ... (London 1930), pp. 12-75. The _Ike In .... lest 

Iodice.. that lha iDotitutioao -...d have oblaiDod addItIouol _10 ho.. CIIha. ........... 
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Institutions Obj<lCt. 

17. London School of Insect nutrition. 
Hygiene and Tro
pical Medicine 

18. Imperial ColJsge of Stored Product. Research. 
Soi"""" ond Tech
nology· 

19. ~ths ..... llers'Com- Campaign against warble fly. 
panyof London.' 

lIO. Natural History Identification and accommodation 
Museum, London 

21. Cheshunt Experi
mental and Re
aearc"- Station, 
England 

22. Imperial Bureau of 
Mycology, Kew* 

2:1. Ministry, of ASri-
1)ulture and 
Fisheries. 

of entomological specimen •. 

Control of pe.ts and di.eases of 
gJ .... bouse produce. 

Erect.ion of new building. 

Dry rot. disease of 8wedes and 
turoips. 

24. Rotb.smstead E.:-Virus disease. of plants 
perimental Station 

25. Cheshunt Esperi
mental and Re
search Station 

26. Soott.isb Society 
for Research in 
Plant Breeding 

27. University Col
lege, Dublin 

.. 

.. 

.. 

28. Rotbamstead Ex- Ootton disea ... 
perimental Sta-
tion 

29. W.lsh PI ... t Brea- Researcb in grasses and olave.s 
ding Station, 
Aberystwyth 

SO. East Anglian Ins- Plants of th. Tidal Zone 
titute of .&.gricul: 
tulture, Essex 

81. WelshPJantBree- Empire grassJandproblems 
ding Station 
Abery.twytb 

Granta of E.M.B. 

£1,500. apread 
over 3 years 

£10,116 oap. and 
£16,936 apread 
over 5 yeara 

£1,000 

£SO,OOO cap. 

£1,600 cap. and 
£1160 p .•• for 
6 years 

£8,000 

£1,320 _ad 
over 8 years 

£1,835 cap. and 
£12, 800 spread' 
over 5 years 

£1,040 cap, and 
£6,360 spread 
over 5 year8 

£4,450 cap • 
and is,ooo 
spread over 
5 years 

£3,260 cap, 
and £5,500 
spread over 
5 years 

£6OOcap.aud 
£200 p .•• 
for , year. 

£4,360 esp, 
and £23,316 
spread over 
Ii year. 



Institutions 

32. East Malling Reo 
aeareh Station, 
Kent 

38. Long Ashton Hor
ticultural Reo 
.earoh Station, 
Bristol 

M. Royal Botanic 
Gardens, Kaw 

35. " 
36. John InneaHorti

cultural In.titu-
tion 

IMl'ERIAL PREFERENCE 

Object. Granta of E.M.B. 

Fruit resMrCh and .tandardization £9.050 cap. and 
of horticultural material. £27,800 spraad 

over {; years, £13, 
200 cap. and £8, 
100 spread over 
3 yeat'8 

The growth of fruit trees 

Economic botany 

£1,025 cap. and 
£12,976 apread 

over- 5 years 

over 5 yean 
Classjficat!on of herbarium specimen. £15, Ii61 spread 

overS years 
Espedition to Iraq and Persia to c0l-
lect .pecim .... of prunua £400. 

31. Ministry of Agri- Botanical nom ... clature £100. 
culture and Fish-
eries 

38. Medical ReoMrch 
Oouncil 

39. Rowett ReoMrch 
Institute Aber-
d't"" 

40. Imper;ai Fore.try 
Institute, Oxford-

41. Forest produota 
Laboratory, Prin
ces Riaborough. 

42. Empire Forestry 
Assooiation 

43. Secretary of 
State • 

VitamiDe content of fruits, vege
t.able. and dairy produota 

Physiological and pathological con
ditions associated withdiats (with 
special reference to Kenya) 

Higher training of forest officera 

U tiliaation of Empire timbers 

Empire Fore.try Handbook 

Development of mechanical trans
port for use in undeveloped parts 
of the Empire 

44. Department of Preservation and tran.part of fish 
Soientifio and In-
dustrial Researob 

45. London and Liver- Cod1iver oil research 
pool Univenitiea 

46. Great Barrier Fertility of the sea 
Reel Committee • 

47. British Researob Standardioation of .. 001 quality 
Association for 
the Woollen and 
Worsted Indus
~r!ea. Leads 

£24,000 spraad 
over 6 years 

£3,000 p. a. for 
3 years 

£4,750 p. a. for 
II year. 

£30,000 cap. and 
£7,000 spread 
over 2 years 

£100 

£60,000 spraad 
over5,.ean 

£38,000 spread 
over 3yeara 

£3,000 

£',000 

£ 7,800 cap. 
£2,200 for 1 year 
£3,260 p. a. for 
4 years 
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Institutions 

. 48. University of 
Edinburgh 

49. British R.ssearch 
ASBOCiation for the 
Woollen and Wors
ted Industrie., 
Leoda 

50. " 

Objeots 

Sheep breading and biology of 
wool 
Survey of Empire wools 

Grant. of E.M.B. 

£3,000 08p. £800 
p. a. for 6 years 

£2,000 p .... for 
2yearo 

Soppl,y of wool pack. for trial in £175 
Australia, New ZeaJandand South 
Afri ... 

61. Linen Industry Flax industry £2,250 osp. £16,500 
spread over 5 
years 

Research AsSD. 
Northern Ireland • 

52. National Institute Faults in dairy products 
for R.s.earch in 
Dairying, Read-
ing 

58. Department 
Agrioalture 
Scotland 

54. Dupartment 
Health for 
land 

of 
for 

of 
Soot-

65. Cambridge Uni
versity Pre .. 

55. Rowatt Research 
InstitutioD, Aber .. 
deen 

57. University of Cam
bridge 

58. National Institute 
of PoultrY Hu .... 
bandrY, Newport, 
Salop 

59. University of 0:0:
ford 

60. Ministry of Agri
culture and Fish ... 
ries 

61. A small committee 
of toientilts 

62. Imperial Geophy .. 
ical Survey Com
mittee-

63. Horace Plunkett 
Foundation-

64. University College 
of North Walea 

Nutritive value of milk 

" 

Poultry nutrition 

Scientific feeding of poultry 

Production and marketing of table. 
poaltry 

Fluctuations in the numbers of 
wild rodent. 

Empire Meteorological Conference 

Maturation of wine 

Method. of geophysical sl11'Veying 

Cooperative organization of 
producers 

Soil ana4'sis 

£3,150 cap. and 
£3,900 ·spread 
over 2ye&r8 

£3,260 

£3,260 

£1,000 

£1,000 cap. and 
£2,500 p ..... for 
5year8 

£890cap. £1,8'10 
spread over 5 
yeara 

£5,000 osp. and 
£8,_92 spread 
overS years 

£3,010 spread 
over S years 

£500 

£1,250 

£16,000 

£1,500 p. a. for 9 
yeara 

£430 



lnati'uti""s 

65. Flour Mill ••• • 
Research A ..... 

66. Colonial. Agri-
cultural Service 
London' 

67. Royal Botanic 
Gardens. Kew 

66. Research Assn. of 
Britieh Paint. 
Colour and Vamieh 
Manufactur .... 

Objects 

Mining IIIId baking teats of Pu"" 
wheats 

Ad • .; .... y Council of Agrioultura 
and Animal Hoaith 

Tung oil production and ....... h 

.. 

Grants of E.M.B. 

£170 

£22.000 p. a. fer 
5 years 

£700 

£750 p. a. for 5 
y ..... 

The inatitutiOI1& loaated in the different parts of the Colonial Empire 
have received the granta described in the following table :-

InltitutiOllS. 

1. ImperialCollegeof 
Tropioal Agricul
tura. Trinidad" 

2. .. 
S. Ea.t Af.ican Agri

cultural Reaearch 
Stati..... Amam 
(Tanganyika) " 

. 4. EqJerimental Fruit 
Farm in Sierra 
Leona" 

6 •. EqJarlmental Oil 
Palm Plaatation in 
Sierra Leone.· 

8. GlmI1'lIlDant of Fe
derated Malaya 
States " 

1. GlmI1'lIlDent of 
Fiji. 

8. GoYetllment of Pa.
lestine. 

9. Britieh Honduras" 

Objects 

Development of a training osntre 
fer the study of tropioal agricul
tural problem •• 

Ceot of maintaiaing tbl. Institute. 

B_& and grape fruit reseuch. 

PlantatiOll method. 

Drying of cop ... 

Marketing of cop ... 

Citro. indu.try 

.. .. 
10. GovarnmeatofBri- Inaactioida! planta 

tiu Guiana 
11. Government of Sngat _h 

Mauritius· 
11. Ceylon Tea Re- Tea ..... rch 

surch Institute. 

IS. Ga .. arumeat of J.... Sarioultura 
• aica • 

Grants of E.M.B· 

£ 21.000 capital 
and £55.000 
aprud ovar 4 
years. 

£ 5,174 capital. 
£3.806 p. a. fer 
5~. 

£ 6,000 p. a. fer 
8y ..... 

£l.SOO capital. 
£1,5011 p .•. for 
6~. 

£ 1,600 p. a. for 
2y ...... 

£ 1.150 p. a. for 
4 years. 

£ 750 p ••• fer II 
y ...... 

£ 1,000 for 8 
y-. 

£ 280 p. a. for 8 
year. 

£ llOO p.... fer 5 
y ...... 

£ 11.000 p.... for 
'years 

£ 1.000 OIpital 

£ 1.000 aprea.1 
0_ a year •• 



Institutions Objects • Grants of E.M.B. 

14. Government of " £ 100 
Palestine. 

lS. Zionist Organiaa- St •• kr .... ing £ 4,900 spread 
tioD] Palestine .. over 3 years 

16. Government of 
" 

£ 600. 
Northern Rhode-
sia. • 

17. Government of 
" £ 6,000. 

Kenya-

18. Hebrew Ul1iver- insect nu.trition £ 75 capital and 
sity, Jerusalem. £ 277-10-9p. a. 

for 3yeara 
19. Government of T&etse fly control £ 2,000 p. a. for 

Tanganyika 'Terri- 5ye&rs 
tory· 

20. Ziooist Organi· Fungal ",astage of fresh fruits £ 1,520 spread 
sation, Palestine· over 3 years 

21. Government of Flax development £ 2,500 sprssd 
Cypro.· over 3 years 

22. Jama.i08 Pro- Co-operative market.ing of citrus £ 1, 200 p ••• for 
dllcera' Associa- fruit 3y ..... 
tion • 

It is to be obaerved, in paosing, that Palestine is not a "Colony". 
The grants made over to inotitutions located in the Dominions are 

tabled below,-
Institution! Objects Granta of E.M.B 

1. W.ita Agricultural Miners! content of -na.tural £ S,ooocapital 
Re"""",h Inotituta pastures £ 1,875 p. •• 
at Adelaide' for Ii years 

2. Cawthron In.ti-
" 

£. 2,000, p. &. for 
tate, New Zealand' 5 years 

3. Government oj 
" 

£ 2,500 capital 
Southern Rhodesi&· £2,500 p .•. for 

3 years. 
4. Onderstepoart VB- Animal bealth £ 10,000 capital 

torinary Research £11,000 p. &. for 
Station,South Afric. 6 years. 

6. Government of Esport of pedigrse bulls, heifers £ 5,000 p.... for 
Australia .• boars, rams, ewes etc. 2 years 

6. Government of 
" South~Rhodesia" £ 5,480 spre&d 

overS years 
7. Commonwealth Entomological research ;I'. 26,000 capital 

Council for Scienti- and £ 39,052 
fie and Industrial spread over 5 
R.search. Can- years 
berra (~UBtrolia)· 

7 
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lutitution8 
8. CawthrOll In.ti

tuta, New Zea
land " 

9. New Zealand De
partment of Scien
tific and Industrial 
Research" 

10. " " 
11. Governm.ntofNew

foundland" 

12. Univ ..... ity of Bri
tish Columbia· 

13. Ontario Agricul
tural College, 
Guelph, Canada " 

IMPERIAL PREFERENCE 

Objeots 

Control of nODous weeds 

Plant breeding and seed research 

Fruitr.search 

Fishery NSearch 

Ch .... ripening 

Quality in Egg. 

India aahare in the grants of the Empire Marketing 
a. it is. can be seen in the following statement; 

Institutions Objeots 
1. Government of Lac research aDd marketing 

Bihar and Orissa" 

~. Indian Tea A...,.ia- Tea •• search 
tion* 

Granls 01 E.ll.B. 
£ 1,833 capital 

£2,000 p. a. 
for 5 years. 

£ 2,000 capital 
and £ 9,000 
p. a. for 5 
years. 

£ 2,000 capital 
aDd £1,600,. •. 
forS y ...... 

£ 5,000 cspital 
.... d£5,OOOp.a. 
for 5 years 

£1,100 spread 
over 2 years. 

£ 350 capital 
£ 610 p. a. for 
6 years. 

Board, modeat 

Grants 
£500 p. a. for ;; y.... (same 

amount to be 
provided bytb. 
Gm. of Bihar 
and OriBsa) 

£3,125 capital 
and£687 p ••• 
for ;; years 
(same amount 

to be provided 
by tbe I.T.A. 

The subjects for reaearch are ·grouped under the following cate
lIoriea: 

(I) Biological and agricultural aciencea, (2) tropical and 
sub-tropical development. (3) low temperature reaearch, 
(4) animal husbandry, (5) animal breeding, (6) animal 
health. (7) export of pedigree Iiveatock, (I) entomology, 
(9) mycology and plant patholOflY. (10) plant breeding. 
(II) horticulture. (12) economic botany. (13) dietetica. 
(14) forestry and foreat products. (15) mechanical trans
port. (16) liaheries. (17) wool. (J 8) flu, (J 9) dairying. 
(20) poultry, (21) animal ecology, (22) oenology. (23) 
leopbyaics. 
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The institutions enjoying the grants are distributed broadcaat 
throughout the Empire. The U. K. enjoys 68 grants, the Colonies 22. 
the Dominions 13 and India 2. The E. M. B. has taken atepa to c0-

ordinate the work of the institutions located in different parts of the 
Empir~ in ouch a manner as prevents overlapping and duplication. 
Although the lion' s share of the grants has fallen to the institutions in 
the U. K. the researches carried on by them have direct bearings on. 
and are indeed very often occasioned by. the economic and sanitary 
interests of the Colonie.. They serve, besides. to function a8 the central 

. stations for the guidance and control of research in the Oversea. 
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 scheme.. One will not fail to notice incidentally that the 
Board has up till now evinced hardly any interest in the economic 
q.evelopment of India. But altogether. the Empire haa tended to grow 
into a reality in British bu8iness experience and commercial thought; 
The "rationalization" of the British Empire resources i. thereby 
becoming an outstanding feature of world-eeonomy. 



Chapter VI 

THE EXPORTS FRO'" INDIA UNDER IMPERIAL 
PREFERENCE 

1 Preference Beneficial to Tata Steel 

We are now in a position to grasp the economic morphology of 
the British Empire as weD aa the factual poaitiot> 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, 
as decided upon in accordance with the Ottawa Agreement, upon the 
dilferent branches of India's international trade. We shall take up the 
export trade firat, and begin with iro .. and steel. 

The output of pig iron and steel at the T ata Iron and Steel Work. 
in recent years is exhibited below :-' 

1. Pill hon 
2. Steel Ingots 
S. Saleable Steel (finished) 

1930-31 1931-32 
114,011 tons 
624,589 H 

431,396 n 

804,136 ton. 
602,866 " 
449,723 " 

The production of saleable steel (6ni.hecij in 1931-32 was the 
h'pest on record, representing, as it did, an increment of 4'2 per cent. 
on the output in 1930-31. In pig iron also 1931-32 waa a record year 
for the Company. There was an increment of 12·6 per cent. over the 
amount during the previous year. 

F o~ the purposes of export only pig iron comes into consideration. 
Now there are works besides those of T ata engaged in the production 
of pig iron. The total Ind'an output is described below and in ito 
proapective tbe total exports :-' 

Pereentage of 
Y.ar Output Es.porto esport to output 

182G-27 957,000 tons 309,000 t<".. 32'2 
1927-28 1,182,000 " 393,000 " 33'S 
1928-29 1,050,000 n 449,000 " 42~1 
1929-30 1,376,000 " 568,000 " 41'1l 
1930-31 1,140,000 " 439,000 " 38·5 
1931...82 1,010,,000 u 850,000 ,,. 32-7 

The output has declined since 1929-30 but on the whole it 
ba. been maintaining a high level since 1926-27. The percentage of 

I Annual R_rt for 1~31·32 (Tala Iron & Steel Co. Ltd .. Bombay) p. 5; 1932-
33, p. 5. See .100 Sarbr: Applied E ...... omi .. Vol. 1. (Colc:utta 1~32). pp. 234-248. 

2 RTI 1928-29. p. HIB, 1931·32. p. 125, TIte G_ of Indio E"'_rdi...., 
Oct. 13, 1932. p. 361. 



CHART 1 

Indi"" Pig Iron Export. "Declining 
in P....",tage of Total Output (1926-32)' 

N. B. The percentage curve is drawn on B different 
.... le from that of the total output 

and ""port •• 

I"J~-ll 

(T9 lac. p. 66) 



THE EXPORTS FROM INDIA 

exports. however. rOBe steadily upto 1928-29 but since then bas been 
declining and in 1931-32 reacbed finally a1m_ the level of 1926-27_ 

While exports of pig iron have been declining it bas not been 
'possible to utilize available' surpluses for the manufacture of.ted, 
because the Indian consumption of steel also bas declined during the 
.ame period. The total Indian demand for pig iron per year is 
normally as follows:-

1. For foundry iron: 150,000 too. 
2. For the manufacture of steel: 500,000 " 

Total C)5{),QOO H 

But the total capacity for output year is. 1.500.000 tona. The 
problem of foreign markets for pig iron is therefore a serious concern 
with the Indian enterprises. T ata included_ 

The foreign markets for Indian pig iron are in order of importance, 
first, Japan. the U.s.A., and Great Britain, and 8econdly, in smaller 
quantities Germany and a.ina. The relative position of the leading 
foreign markets can be seen in the following table of exports (in 000 
lono):-

Ysar Japan U.S.A. Great Britain Other countries Total 
1921-22 58 x X 1 59 
1922-23 112 S x S 118 
1923-24 141 24 3 12 ISS 
1924-25 171 134 19 11 341 
1925-26 lOS 156 20 38 382 
1~2i 234 40 16 19 S09 
192i-28 271 65 21 86 393 
1928-29 3S8 62 5 39 449 
1929-80 349 86 71 62 60S 
1930-31 160 lOS 99 72 499 
1981-82 138 51 69 42 350 

Japan has been the greateal conaumer of Indian pig iron. Her 
takingi ncreaoed aImoot uninterruptedly from 1921·22 upto 1928-29.' 
But since then there has been a decline. Part of this fall may be 
attributed to the world·wide depression but perhaps to a certain 
extent this i. due also to her attempts to utilize the sourcea in 
Manchuria. 

Whatever be the reason. two facts are clear: Firot. the percentage 
of exports in relation to the output hao been declining. and lecondly, 
the takingo of Japan. the greateat foreign consumer. have also begun to 

8 TI,. C .... ft4 of lrulicr EzlTaorJ'ft"'ll. Oct. 13. 1932. p. 361. 
Economy in Manchukuou a.nd Hlron and Machine Indumiet in 
1_" Trml. BalI.tin (Calcutta). Jan ... ",.nd F~bruary 1934. 

See "Planned 
Japan" in the 



IMPERIAL PREFERENCE 

d<ocline. Both for T ata lIS well a. for the other companies in India it 
has for sometime been a necc88ity .10 look for extrallapaneae direction. 
of export. 

It appears that Great Britain is a late comer aa a market for Indian 
pig iron and also a rather poor one. But since 1929-30 she has been 
using considerable quantities. And this market !night increase. 

We have to ohserve. further. that Great Britain has been importing 
from India nut only pig iron but steel rails and semi-finished steel ao 
well in the shape of aheet bars and billets. This item is of special interest 
to the Tata, aa virtually the only steel manufacturing company. 

In 1931-32 there w .... as the Annual Report says, a heavy fall in 
the demand from the Railways and the engineering industry for tested 
steel. The Railway demand for Tata steel was normally fixed at some 
200.000 tons in 1926. But in 1931-32 it fell off to 40,000 tons only. For 
1932-33 the orders are lower tlian at any time since the Company 
started work." 

Both in regard to pig ironaa well as to steel. therefore, the enter
prises -in India have been compelled to look 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 aa to all other foreign countries. would have saddled Indian pill 
iro .. and 8.leel with a duty of 33 I /3 per cent ad ""Iorem. "Under the 
same condition. of temperature and pressure." i.e., with the same 
amount of import duty on their shoulders sheet bars and billets of 
Indian steel could hardly have succeeded in competing with the 
Belgian steel goods. But under preference i.e., with duty-free entry 
into British market Indian steel bars and billets have a chance to 
replace Belgian steel goods of the same classes burdened, aa they are, 
with an import duty of 33 1/3 per cent. The British preference for 
Indian steel consisting in a differential duty aa against Continental steel 
haa enabled the Tala Works to deliver goods to the British market on 
the same terms aa the British concerns. Besides. along with the 
Briti.h compallies T ata is now able to compete with and to a certain 
extent displace non-Empire steel in Grear Britain. This i. an instance 
of preference helping forward the expaqsion of Indian exports aa well 
•• promoting the industrialization of India. The protection of British 

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

, Anna'" R_I (Tala) 1931-32. p. 5 ; 1932·33 pp. 4-5. 
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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 
fonner . To that we shall address oqrselves in connection with Indian 
imports. 

2 The Schedules of Prefeffed Exports 

Let us now pass on from the special case of &teel to the general 
es.port schedule and examine the groups of preference to be enjoyed 
by Indian articles in the U.K. 

Exports from India have been enjoying preference in Great Britain . 
since 1919, and especially since the British Finance Act of 1925. Tea, 
coJfee, 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 live groups :_6 
I. Group in which Indian good. which bave 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. Thia group 
comprises among others the following commodities (worth nearly 
£1,343,000 a8 British imports from India in 1929): 

1. Barley· 2. Pulses 
3. Miscellaneous food grains 4. Manures 
S. Bones 6. Raw goat skins 
7. Asbestos 
II. Group in which non-Indian goods are to be charged at revised 

rstes:-
I. Wheat in grain: Zs. per quarter 
2. Rice, huoked includilllg 

cargo rice and cleaned 
rice whole but net 
including broken rice: ld per lb. 

3. Vegetable oilo: 
(castor, linseed, coconut, 
flTOIlIKInut, rape, eeaamum) IS per cent ad OGlorem 

S For prof.rene .. granted to lrulian gooda in 1924·26 _ "Irulia in the British 
Trade", "Imperial Profe ...... ," "Empire Marketill8" .rul "Empire Trade Policy" in 
the /oorrt4l 0/ !I.e Ben.", Naffo"", <;AGml>er of Cornmern lor March 1927. September 

1930 and March. 1931. . 
6 G_ of InJi. £xInoo.rlin'"'ll Oct. 13. 1932, top. 395-397. 



4. Magneaium Chloride 
S. Linseed 

I. per ewt. 
10 per cent. 
ad O<Ilorem. 

In 1919 British imports in thi. group amounted to £2,093,000. 
U1. Group iJ~ which the mar~ of preference over non-Indian 

good. is specified in favour of Indian goods. 
Colee ... 9a 4d. per cwl. 

British imports from lndia were valued at .£ 168,000 in 1929. 
IV. Group in which (I) the margin of preference over fOleigo 

goods enjoyed by Indian goods up till now is not to be reduced and (2) 
the rate of preference i. to be heightened for Indian goods, should it 
happen to be heightened for goods coming from other perla of the 
Empire. 

The articiea in this group are enumerated below along with the 
ratee. of preference: 

Articles Preference Articles Preference 
1. Tea 2d per lb. IS. Woollen carpet. and 
2. Coiryarn 10 per cent rugs 20 percent 
S- Ooi, mat. and matting 20 

" 
14. Bran and pollard. 10 

" •• Cotton yam 10 
" 

15. Rice meal and dust 10 
" G. Ootron manufactutea 20 

" 
16. Leed 10 

" 6. Le&ther undressed, hid .. 17. Tobacco, un·manu-
(other th8Jl sole loather) 10 

" 
factured 2 •. ld. per lb. 

7. Lea.ther undressed, ma810 
" 

IS. Tobacco, manu-
8. Jute manufactures 20 

" 
factured,--cigars 3 •. 1Old. .. 

9. Oil seed coke and meal 10 
" 

19. Castor seed 10 por cent 
10. Spice8 10 

" 
20. Magnesite 10 

" 11. Teek (hewn and sawn) 10 
" 

21. Sandal woed oil 10 
" 12. Other hardwood. (hewn 22. Gramte setts and kerb. 15 ., 

and sawn) 10 " 
23. Groundnuts 10 " 

The total British imports from· India in 1929 were worth 
£38,264,000. 

V. Group in which certain specified good. such as according 
to the provieiOll8 of the British Import Dutie. Act of 19)2 might be 
charged but because of Imperial Preference are allowed to enler free 
of duty. 

Good. 

1 Shellac,.esa lac and stick lac 
i .Jute, raw 
3 Myrobalans 
, Rice broken 
Ii Mica slabs and aplittinga 

Value of Brit.ish Irnporn 
from lodia in 1929 

£1,396,000 
8,413,000 
£249,000 

175,000 
323,000 

6 Orotelaria jun_ and any other .. rieti"" of lodian 
hemp that oan b. di,tinKuished 12;,000 

Total £8,688,000 
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Wlule examining these items of export it should be quite in 
place to survey their relative importance in the total exports from 
India. The percentages for two years' in regard t!> the leading 
article. of export are given below. 

Articles 1928-29 1931-32 
1. Jute raw 9'80 7'18 
2. Jute manu!. 11.24 14'06 
8. Cot_, raw 20"20 15'26 
4' Grain, pulse and flour... 10'21 18'07 
6. Oil seed. 8'97 9'86 
6. Tea 8'06 12'41 
7. Hides a.nd skin. raw 2'90 2'84 
8. Leather 2'82 3'48 

At the threshold of an ezamination of the preferences granted 
by the United Kingdom to exports from India it ia very worth while 
to observe that in 1932 the Import Duties Act was passed by which 
the British tarilI was entirely transformed and placed on a fundamentally 
protective baeie. Almost every category of good. 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. It is 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 I and V , namely, the groups which do not ostensibly have 
any reference to preference. 

These concessions bearing on the two -groups are apparently 
very simple 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 I and II are therefore positively 
useful in so far as they prevent Indian goods from having to sub
mit to special disadvantage in competition with non-Indian goods 
on the Britioh market and belong naturally to the category of 
preference. 

7 R. T.l. 1928-29 p. 65. 1'!31-32 p. 80, 1932-33. p. 79. 

II 
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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 good. 
of the -same elaa on favourable terms. While they themaelves 
will be duty-free on the British market the foreign gooda will have 
to enter Britain after paying heavy duty ranging from 10 to 20 per 
cent. Thua juat like the British manufacturea the Indian manufacturea 
will enjoy protection in the U.K. againat non-Britiah and non-Empire 
manufactures. The Indian gooda 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 .B 

tantamount to expanaion in the present circumstances. 

3 The Trend of Exports from India 

The geographical distribution of the exports froin India during the 
last two decades can be seen in part in the following table:"-

Direction. 1913-14 1926-27 1927-28 1929-30 1931-3'~ 
Per cent Per cent Per cent Per cent Per cent 

1. -United Kingdom 211-4 21'4 25'0 21'8 27'9 
lI. Germany 10-6 6'9 9'9 8'4 6.3 
3. Japan 9'1 13-3 8'9 10-2 8.1 
4. U.S.A. 8'7 11'1 11"1 11'6 8'9 
5. Rest of the world 48-2 47-3 45-1 48-0 48-11 

Total 100 100 100 100 100 

During 1913-14 not more than 51'8 per cent of Indian goods was 
absorbed by the four grest powers. Great Britain. Germany. Japan and 
the U. S. A. In 1931-32 the aame fout countries could not ab_b more 
than the same percentage of Indian export. (1932-33.52'2%). For 
nearly half of her esporta-47'8 to 48'2 per cent-India hal to depend 
on the markets of the rest of the world. The good. of India are 
pretty well distributed in all direction.. And yet during 1931-32 as 
during 1913-14 India had one big cuatomer which towered above all 
the real into solitary greatoesa. Thia 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 Japanese and the American markets put together 
were Iesa extensive for the consumption of Indian exports than the 
British market alone. The importance of Great Britain for the export 
trade of India is thua paramount. Besides. whether it ia posaible to 

8 R.T.I. 1928-29, p. 118, 1931·]2, p. 134. 19]2·33, p. 128. 
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.peak of any definite trend on the strength of the movement since 
the beginning of the depression 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. 

4 The Diverse Foreign Markets for Indian Coods 

The Imperial Preference Act leaves India free to continue h"" 
elEpOlt relations with all the countries with which she is in .contact. 
n.,.,e is nothing in it to prevent her from seIling her . goods to 
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 h"" share in their markets. 
But on account of the agricultural depression virtually every country 
has levied high import 4utie.· 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 tariff of the U. K. established by 
the Import Duties Act would have mructed 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 percent of India'. aendinga. 
From such an eventuality India may be said to have been saved by 
the Imperial Preference which has really served. 80 far as she is 
concerned. to counteract the unfavourable tendencies. of the Import 
Duties Act. 

Instead of encountering unfriendly obstacles at the porta 
Indian goods have legally been assured an unusually favourable 
welcome among British consumers. The Export trade of India i. 
passing therefore ~ugh two .ets of experiences :-{I) maintenance 
of the notus quo in non-Empire markets, subject of course to the 
conditiono of the new tarilfo of the depre.sion 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 
oentiment on a national scale), and secondly, because of easier condi
tion. of competition with non-Empire goods. .It i. to be observed 

9 Sup.a. pp. 7-9. See the fooID_. IS, 16, 17, 18. 
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that most of the article. of Indian origin or manufacture are to enjoy 
this preference in the United Kingdom. 

From the standpoint of value Bome of the most important articles 
exported by India to the U. K. were the following (l93(}3I)10 ,-

Articles Value 
1. T ... Rs. 199,458,000 
2. Hides, dressed or tanned 

" 61,426,000 
S. Cotton, raw 

" 30,001,000 
4. Wool, raw 

" 
Z2,135,000 

6. Jute, raw 
" 22,331,000 

6. Wheat 
" 11,068,000 

1. Lead 
" 16,661,000 

8. Linseed 
" 

12,409,000 
9. Juts gDDny bags 

" 
12,099,000 

10. MiacellallOOUS Met"l. and Ores 
(otbar tbeD lead, mica, manganese) " 10,691,000 

11. Other Article. " 116,131,000 
.. 617,734,000 

We have singled out ten different categorie. of exports. each valued 
at more than R.. 10,000.000. They together constitute a worth of 
Rs.400.903.000 out of a total of Ra.517.734.000 exported to the United 
Kingdom in 1930-31. 

The year 1930-31 was a depression year but the 6gures for 1931.32 
were still more humble as indicated' below. 

Article. Value 
1. Te.. RI. 169,234,000 
S. Hides, dressed or tanned n 48,503,000 
S. Jute, raw J1 31,109,000 
4. W...oIJ raw " 24J954:000 
o. Cotton, raw J) 15,395,000 
8. Groundnut " 11.411,000 
1. Juta gunny bags " 11,873,000 
8. Lead .. 10,963,000 
9- Other Article. ., 110,976,000 

Total Rs. 434,021,000 

A comparieon of the two~years shows not onlY a mere difference 
I 

in the values of goods exported but. also a change in the relative 
position of the article. in the total. Tea and hides dresaed maintain 
their place.. The three textile raw materials change position in the 
inverse order. Wheat has no place in the second list. i.e. the value 
exported in 1931·32 i. less than Ro. 10,000.000. Linseed i. replaced by 
groundnut. 

10 R.t·,I. 1931-32, p_ 194. See .1.. 1932.33. p. 186. 
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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 ). 

Seed. Prew .... average 11)29·30 1930-31 1981-32 
1. Groundnut 296,000 12,437,000 7,152,000 11,471,000 
2. Linseed 26,501,000 18,094,000 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 illu .... 
trative data. 

Taking the figures of 193O-S I we Sad, then. that of the ten articles 
in the table hides dressed or tanned do not belong to the schedule 
of the preferred goods. Cotton raw also lies outside. In article 6 of the 
Trade Agreement there is of course an undertaking to the effect that 
attempta will be made fa 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 ~encies 
of the British textile industry under the changed conditions of manu
facture and commerce. Raw wool, likewise, does not Sod itself among 
the preferred. 

Excluding. then. hides dresaed or tanned. cotton raw and wool 
raw. i.e. a total worth of Rs 110,168.000. but including the "other 
articles" worth Rs. 116. 831. 000 practically all of which belong to 
the preferred schedule.. we find that goods worth Rs 407.566.000 
are to enjoy preference in one form or another. positive or negative. 
This is 76'6 per cent of the total export ot 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.11 

5 Monopoly: .. ute 

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 classi6ed as follows 1 • : -

I. Food. Drink. Tobacco. 

II RT J. 1932-33. pp. 186. 190. 191. 
12 Annuanto S!4t;o!H:o II4/ian. 193IJ (Romel. p. 280, SI.fiolich .. J.h,b""Ia fu, .I •• 

d ... ,..,h. Reich (Berli.). ulloa, Year ~ 193IJ (London). pp. 196-197. R.T.I. 1931-32 
pp. 168-171. 1932-33. pp. 160-163. 



62 IMPERIAL PREFERENCE 

2. Raw Material. and Produce and Articles mainly unmanu-
factured. 

3. Articles wholly or mainly manufactured. 
"'. Living Animals 
We shall classify the export goods of India for the purposes of 

economic analysis into three groups. namely.-
( I) Monopoly goods, lac. raw jute. myrobalam. 
( 2) Manufactures or Semi-manufactures. e.g.. dressed or tanned 

bides. jute manufactures, vegetable oils. ;"'ir mats. cotton yarns 
and manufactures, oil seed cake and meal; sandal wood oil, woollen 
carpets and rugs, pig iron. 

( 3) Raw produce: (a) raw malerials for industry 
( b I food. drink etc. 

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

Thecase of raw jute is interesting. It is on; of the preferred 
goods in 80 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 od oolorem. As a virtual monopoly raw jute does not have 
to fear competition in British markets. and SO a positive preference 
would be superlluous. But the preference in· the negative from 
chosen for it perhaps possess some value· as an economic propo
sition. The levy of 10 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 bave been somewhat· affected but 
bas 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 iute are enumerated below in 
total values'" : 

Years Great Britain U. S. A. Germany. France 
1920-21 Rs. 52,545,000 28,058,000 23,725,000 22,103,000 

192"2-23 69,212,000 33,942,000 65,188,000 22,493,008 

1924-25 105.696,000 38,698,000 81.003.000 52,995,000 

1927-28 16,807,000 30,599,000 85,.884J OOO 31,000,000 

1929-80 55,606.000 25,217,000 74,064,000 36,165,000 

1930-81 22,300,000 10,400,000 35,000,000 18,500,000 
1931-82 81,100,000 9,100,000 24,000,000 9,900,000 

13 Sl4titrlical A I>mwct lor Brititlt lnJkr #rom 1920-21 to 1929-111. p. 614. RT J. 
)9)1·32, p. as, 1932-33. p. 8Z. 
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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 U : -

Oountry 1913-14 1927-28 1930-31 1931-82 
1. Great Britain 38'0 25'0 !7'S 27'8 
II. Germany !!l'8 27'S 21'2 !!l'7 
S. U. S. A. n·g 10'0 S'l S'l 
4. France 9'9 12'1 U'S S'8 

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 
has risen to 27"8 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:.J ute 

We shall now take up the group of manufactures 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 .. artides wholly 
or mainly manufactured" in the total exports from India can be 
seen both in absolute ligures a8 well as percentage as follows1 > :-

. Yasr· Manufactured Total Percentage 
1. Prewar Average Rs. 506,101,000 RB. 2,194,913,000 23'0% 
2. PQs!rowar Average 119,648,090 11,863,339,009 27'1% 
3. 1931-32 426,226,09 1,568,886,009· 21'3% 
4. 1933-33 384,811,090 1,824,057,009 29'0% 

The percentage of manufactures as Indian exports haa 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 is necessary to call attention to 

an important fact which as a rule is likely to be ignored. Although 
iute 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. 

14 RT.1. 1928.29. p. 121. 1931·32. p. 137, 1932-33. p. 131. 
IS R.T 1. 1931·32. p. 171. Im·n. p. 163. 
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The Italian iute industry" compri.e. BOrne 60 mills (jutijici) with 
65,000 .pindles and 5,000 looms and offer. employment normally to 
nearly 16,000 workingmen. The consumption of jute in these mills 
may be seen in the following figures :-

1. Pre-war Avarage 373,000 qwntals (cwta) 
2. 1925-21 " 480,000 
3. 1_29 " 580,000 
4. 1980" 480,118 
The export of iute manufacture." from Italy is exhibited in the 

following table (in quintals or hundred-weights) : 
Pre war Avarage 

. Category 1926 1926 1929 1930 
1. Yarn 2,200 0,700 0,400 0,500 5,800 
lI. Cloth } 80,100 65,500 104,800 99,400 40,400 
3. Carpets and bl&l!kets 0,300 1,200 1,000 1,800 
4. :Bag. 26,500 35,200 41,100 44,700 35,100 

During the quinquennium 1925.29 the export rose steadily until 
in 1929 it was as liigh as 145,000 quintal.. In this export business 
Italy is used to compete not only with Czecho.lovakia 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 b~ 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 mill. 
catering for British con.umers. 

Jute manufactures are exported to foreign countries chiefly in two 
forms: (I) a. gunny bags and (2) as gunny cloth. The total exports are 
indicated bellow1s :-

Commodity 192!)'21 
1. Gunny bag. Rs. 239,093,000 
2. Gunny cloth 285,386,000 
3. Yarn & ether 

good. 5,468,000 

1925-26 
261,214,000 
818,00II,000 

8,115,000 

1929-30 
218,921,000 
296,954,000 

8,881,000 

1931-32 
110,000,000 
105,000,000 

5,882.000 

ToW 629,941,000 688,898,000 519,268,000 220,882,000 

The foreign markets for jute manufactures are for obvious reasons 
not identical with those for raw jute. It i. only industrial countries 
that can have interest in the latter and that are naturally to be treated 

16 Mo.im •• fo E ..... omieo .1.11 '/14/;", /931 (Banee Commercial. Italiano. Milon). 
pp. 427-431: Mortar_: P ..... "..lfioe Economic"" 1929 (Milon), pp. 182-183. See also 
"Th. Jul. MUI. of Italy" in the/oamal of the Bengal NGlionai ClImnoer of Commerce 
lor Marel. 1927. 

17 M.oima.ro 1931, pp. 430.431. 
18 SIal. Ab.t 1921-1930, p. 615, RT 1. 1931-32, pp. 85, 181. 1932-33. pp. 83, 113. 
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as competitors with India in the delivery of the former in other markets., 
But the U. K., although herself interested in the manufacture of jute 
goods, for instance, like Germany , France and Itali, is unlike them 
also an importer of jute manufactures from Indio. 

The percentual relation between some of the foreign. markets 
for Indian jute manufactures is indicated below":-

Country 1913-14 1927-28 1930-31. 1931-82. 
1. U. S. A. 41'0 86'2 84'5 81'7 
2. Australia 10-6 9'5 n-ll 11'0 
S. ArgentiDe 10'4 IS-4 10-4 6'3 
4. UDited Kingdom ,.. 6'3 4-9 0-7 8'5 
5. Java 11-1; 2'8 5-1 4'5 

The trend of the U. S. A. ia towards a decline in the percentage 
(25% in 1932-33). The U. K. has expanded from 4'9 per cent in 1927· 
28 to 8'S per cent in 1931-32 (8% in 1932-33), going much beyond 
the pre-war level. The new facilities accorded by the farilf 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 manufactures to the U. K. ~has been on. 
the increase as indicated below : 

1913-14: 6-S per cent of total export 
1927-28: 4-9 " " 1923-29: 4'S " .. 
1930-31: 0-7 " " 1931-82: S-5 .. .. 

During the same period two of the bigger non.Empire customers. 
namely. the U_ S. and Argentina, have reduced their takings of Indian 
jute manufactures, thus : - S1 

COUDtry 1913-14 
1. U. S. 41-5% 
2. Argentina 10-4 % 

1927-28 
86-2% 
13'4% 

While the U. K. has been normaUy expanding as a market for 
Indian jute mill., 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 milia of India expect to partially 
replace the non·Empire good. in Britain with their own manufactures 
and thus slowly work their way up to recovery after the long five·year 
depres.ion. 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 under.tood that in this field as in others the very prevention 

19 RoT], 1928-29, p_ 121, 1931.32, p. 137, 1932-33, p. 131. 
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.of the dwindling of total trade or the mere maintenence of Bfatu. quo 

with the U. K. or the rest of the world is an item of substantial eco
nomic;, importance. 

, Raw Produce: Food and Drink 

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

The export of wheat from India has come down steadily. aa 
follows :.0 

Tear Total Export in tons Percentage of Export 
ta Total Production 

1. Prewar Average 1,308,000 14'0 
2. Post;.wa.r Average ... 237,000 3'0 
3. 1927-28 800,000 4'0 
4. 11)28-29 115,000 1'0 
5. 1930-81 191,000 ... ~·O 

6' 1931-32 20,000 o·~ 

From the pre-war average of 1.308.000 tona the export has declined 
to 20,000 tona only in 1931-32. So far as the percentage of export to 
total outtum i. concerned. the decline is equally palpable. -from 14'0 
per cent to 0'2 per cent. And yet the total export was valued at 
Ra. 19,468,000 in 1930-31 and R •• 1,512.000 in 1931-32. 

Great Britain' SU imports of wheat are indicated below in the 
perspective of India' 8 total exports to the world (in tons) : 

Tear Total Britain'. Imports Total Indiau Exports 
tathe World 

1980-31 5,560,000 197,000 
1931~ 6.145,QOIJ 20,000 

In any case Indian wheat i. for the British market but a drop in the 
ocean. But in 80 far a. Indian wheat 'has to enter Britain the import 
duty of 2a per quarter would have been a great handicap. On the 
other hand, the exemption from this duty may furnish a apur to the 
wheat cultivators of the reclaimed areaa in the Punjab, 5indh and 
elaewhere. and enable them to capture BOme of the fields in the 
British market occupied by the U. S. A.. Russia, Rumania and 
Argentina. Expanlion of cultivation or increase in the output of wheat 
may be expected in India a. a conaequence of the preference. And 

20 RTI 1928·29, pp. 161,214- 1931.&1, pp. 181,234,1932-33, pp. 107,22S,ll26. 
During tho year 1932.&1 the !!"JlOriia of wheat dwindled to 2,000 tons only 

(Ro. 400,000 nearly) constituting 0·02 par cent of total production. 
21 MOfIthl!! Omp Report, S~pt. 1932 (International Instituta of Agriculture 

Ro!!t~). p. 637. x ~ .43~\\ . 'l Ok I.~'b 
GA 
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to the eztent that . the export of wheat may be permitted after due 
regard being had to the considerations of the people'a food the p~oposi
lion is likely 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 lilie raw iute a favoured treatment or 
preference in the form of exemption from import duty is economically 
a worth while proposition. As for the other goods of Indian origin or 
manufacture none is a monopoly except the few indicated at the 0ut

set. The levy of a 10 per cent import duty on them in the U. K. :would 
have compelled them to face a keen competition with two classes 
of goods: (I) non-Empire goods of the same dsss. 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 aru:l a considerable slice of the Britisli 
market might slip off her hands at a time when in other quarters of the 
globe also high tariffs stood againsther goods as against those of others. 

The slices would have psssed into the hand. mostly of the Colonies 
and Dominions. At the end of a few years the Colonies. especially 
hacked 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 .hall analyze the economic consequences 
of preference or otherwise On this export valued at Rs. 199.4S8.00Q 
i. e. 38'5 per cent of total exports to the U. K. 

In 1931.32 the exports of tea •• from the countries ~ origin were 
dietributed as follows :-

1. India: 342.946.000 lhs 
I. Ceylon: 246.982,000 
3. Java: 163,312,006 
4.. Japan: 21.832,000 

Total 714,012.000 lb. 

The same year the U. K. imported 550.364,000 Ths. from diverse 
source8. 

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 weU as Java and Japan likewise paying duties. 
It is natural that Ceylon would have expanded at th e COlt of India. 
lava and Japan. ~itli preference India and ~lon. sailing in the 

22 lOul.. p. 64l!. 
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same boat as t1iey dO. may expect -to pusb botli Java and Japan almost 
to the wall_ It is not improbable therefore that under the new 
conditions. apart from the effecto of the restriction in output, 
the tea industry of India would get a fillip and begin to get 
out. of the slougb of depre .. ion. In tea industry. be it observed 
enpassant. Indian capital is also interested althougb in modest propor
tions. The preference has meant consequently lOme positive good to 
the enterprises in India. both Indian and non-Indian. Suppose that 
India bad 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 lavanese and Japanese. In this instance. India would 
&till have given way considerably to Ceylon, but, other circumstances 
remaining the same. may have had lOme advantage over Java and 
Japan. 

8 Raw Produce l Oil SeBds 

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 bome. 
Hence the percentage of exports of seeds to total production has been 
going down. as shown below :" 

Seeds . Pre-war AVer8g,! Post-war Average 1927-28 19s0.31 1931-8ll 
1. Linseed 73'0 69'0 63'0 68-0 29-0 
2. Rape '" Mustara lIS'O 19-0 8-0 4'0 6-0 
8. Sesamum 26'8 6-0 !l'0 0'1I 3-0 
4. Gronndnuta 36-0 19'0 24'0 19-0 30'0 

The 'home consumption of· oilseed. in the interest of industrialization 
and otherwise bids fair to increase in the near future. But in 80 far 
·as exporta may still be considered to be a part of national policy the 
question of India'. competitors in the markets of the world is of 
paramount importance. 

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

The trend in the world'. outtum of linseed is in part eUibited 
below (in bushel. of 56 11; •• ) :'. 

l!3 RTI 1928-29. p. 214, 19314)2, V. 2M, 1932-83, p. 228. Ban_ar D ... : 
''The Crnshing of Indian Cotton Seeda &Ild the o>mmercial Utilisation of the 
products. obt .. ined!' (J' ...... al of tho Bengal Nalional Cha",~ Of C .... -.-.., 
September. 1931). 

24 MOIlthl, C ... p Bepori (R_), Jaa. 1931, p. 10, Jan. 1933, p. 41. 
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-Year Argentina'U. 8. A.. Rassia Indi.. Canada lJruguay 
1. A.verage 
of 1924-28 72,407,000 28,816,000 20,866,000 16,760,000 6,086,000 1,905,000 

II. 1929 60,005,000 17,049,000 26,349,000 12,880,000 2,060,000 8,216,000 
S. 1930 84,409,000 28,682,000 X 14,960,000 4,409,000 X 
4. 1931 89,068,000 11,196,000 X 15,080,000 2,465,000 4,887,000 
6. 1932 53,147,000 11,84l,000 X 16,440,000 2,446,000 X 

As producer India has three powerful rivals. namely. Argentina. 
the U. S. A. and Ruasia. each one of which produces much more than 
berself. Linseed is cultivated, besides, although in small quantities in 
B large number of countries in Europe as well as in Africa and 
I\merica. Under stimulus Africa and America can easily expand 
their outpu t. 

In regard to export at the present moment the· really formidable 
rival i. Argentina. 

The more important features of the world's export trade in linseed. 
for the years 1930 and 1931" are shown below ( in centals = 100 lbs ) : 

Year Argentina India Lithuania Estonia. 
1. 1929 35,700,000 5,514,000 545,000 64,000 
2. 1930 25,466,000 5,768,000 448,000 55,000 
3. 1931 41,670,000 .2,520,000 241.000 4,000 

Both as producer as well a. exporter India' 8 position is therefore 
quite vulnerable in the field of linseed. With the burden of a 10 per 
cent duty the linseed. of Argentina will find it diflicultto 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 leadipg 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 seed •• or for that matter. any other 
exports from India it should be remembered that India does not have 
necessarily to lose the otber markets of the world, i. e., the non.Empire 
countries, while she is making some conquests in the ·diverse corner. 
of the Britisb market. Some of the non-Empire good. displaced from 
the British market are likely to seek the non-Empire markets, and 
there. normally speaking, the Indian good. are at no special disadvan
tage in comparison with the others. 

As foreign consumers t. of Indian oilseeds outside the British Empire 
the following may be singled out as among the principal (in permen-

26 Monthlll Crop Btl'","" (Rome), January 1931, P. 48, D'lC. 1931,p. 794, 
January 1933, p. 60. 

26 R. T. I. 1918-29, p. 121, 1931~2, p. 187, 1932-3;J, p. 131. 
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tagea of total export of oilseeds from India) in the perspective 
of the United Kingdom : 1 

Country 1913-14 1927-28 1931-82 
1. France 111'4 21'7 30'9 
1I. Germany 16-0 23-8 13-7 
8_ Belgium 16'0 2-9 . 1"2 
4_ Itsly G'O 13'7 13-8 
6. U.S. A. I'll 3'S 4'\1 
6. Netherl .... d. 1-0 12-a 15'4 
1. U. K. 22'2 15'8 I3'O 

The non-Empire markets have economically nothing to lose so far
aa ""ports of oil seed, from India are concerned simply because the 
Empire is offering them a preference. The price-mechanism can be 
but the following :-

I. 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 oil.eeds enter the non-Empire 
mar"!<ets (e. g. France, Netherlands, Germany. Italy etc) do"," not 
have to change, unless, of course, these markets choose to impose 
a tariff on India as on other foreign goods. Rathe... because Indis is 
in a position to make some extra profit in British markets it may not 
be diflicult 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. 

9 Stimulus to Indian Agriculture and IndustrJ 

Other circumote.nces remaining the same, preference of Indian 
good. to non-Empire goods will render the latter relatively dearer 
than the former in the British market. Indian goods will appear cheaper 
to the Briti.h consumer than the other goods. Under theBe conditions 
the enlargement of the market for exports from India is to be expected 
as a matter of course. To a certein extent this may lead to a mere 
diversion of Indian good. from non-British to British markets. This 
change in the direction of exports can of course be effected without 
a change in the absolute volume of production i. e. without an _n
sion of totsl exports. But prima facie there i. 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 depre.aion period to heighten the te.riII wall or 
introduce the system of contingents in order to curteiI imports. The 
measures are too univeraaI to be treated as having any direct bearing 
on the Briti.)!. ayste~ 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 effect 
of British preference is well calculated to stimulate the consumption of 
Indian goods in larger quantities in the U. K. Altogether. then. the 
producers in India. both agricultural as well as industrial. -because in 
reality all classes of Indian exporta are to be preferred. - will not be 
considered much too sanguine should they expect a . quickening of 
production in their enterprises. British preference implies. then. in
creased avenues of employment in India and is therefore 80 far an 
antidote to the economic depression. 

The expansion of Indian exports or. at any rate. the maintenance of 
their absolute and relative slat .... quo in the U.K. need not necessarily 
lead to a glut. Part 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. is likely 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 detsiled below from 1924 to 
1929 (in million £8 ) :" ~ 

1924 1928 
1. Exports. 1,211 724 -
2. Re-esports: 140 120 

With 1924 as 100 the coefficients are as follows 
1. Exports 100 104'1 
2. R&-6Sports 100 88'0 

1929 
730 
110 

l08'S 
84'S 

The re-exports declined 15'2 per cent while exports increased S'3 
per cent. Naturally one can believe that it is p098ible for re-exporta 
to expand. The enlarged import of Indian goods is likely to take this 
form in part and the U. K'8 carrying and agency. trade is perhaps 
in for some expansion. 

ID' Lab.", rea, Book 1930. p. 194; 8tan.!iea1 .lbll""';, for u.. U "i'ed 
Kingdom 1918-1981 (London. 1983). p. 887. 



IMPERIAL PREFERENCE 

10 India's Assimilation to 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 tarill waIls 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 
thelinancial support such as is assured by the Colonial Development 
Act of 1929. these areas would grow into rivals of India as suppliers 
o( raw produce on the British market. Thus considered, India'. 
1088 in exports would have been immense. Indeed. in the long view of 
economic statesmanshjp India lIB. Colonies and Dominions is a great 
problem of British finance and Empire Development schemes. 

India has thus come to a condition in which the treatment of her 
economic problems has been placed on the same footing as that of 
the Dominions and Colonies. This is a state of things in the Empire 
Economy such as was unthinkable even in the last years of the nine
teenth century. Although a free trader in economic policy Farrer could 
not conceive the economic assimilation of India and the other parts 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 dilIerent countries there are great 
differences. and in aU 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 reaeon to view with BUBpicion 
any plan which proposes to apply one and the same policy. and 
that an entirely new and experimental policy. to all these different 
communities. ·".8 

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

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 C?therwise than 
with a direct view to revenue, seem to me to have no economic 
justification. .. In regard to the Colonies. I. however. young as they 

28 Farrer (1004), p. 29. 
29 In 14anhaIl" language the term Colon;.. iDcluclse tho. DoIniniODll ,>f 

to.day. 
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were. he could consider protective tariff to be the "path of least 
resiatance" in order to establish new industrial ventures; But in his 
judgment differential duties were "essentially wasteful" and the 
aggregate material gain lea. than the aggregate material 1088. From 
the point of view of mercantile bargaining he believed that the best 
preferences which the Colonie. could offer to England would be of 
but very modeJate advantage to her i~ her present phase:' And 
finally. he emphasised the distinction between India and the Colonie. 
on the grounds that India was the ward of England. that India was 
poor while the Colonie. were rich, and that India'. commercial policy 
had been generous.80 In hi. analysis. therefore. the beat 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'. arguments for free trade and against fair trade in a round. 
aboutway. 

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

so Marshall: At emo .... "du". on tho F;'""l Policy Of tnt .... "'tirmal 'bad. 
<London, Ria Majesty'. Stationery Olli,,!! 19(8), pp. 2S-29. 
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Chapter VII· 

IMPORTS INTO INDIA UNDER PREFERENCE 

1 Preference without Proteution 

It i& now time to consider the economics of preference with reference 
to the import trade of India. The lirst consideration in connection 
with the articles of the Ottawa Agreement conai&ts 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 tarilI has not been rendered protective. The Act of 1932 
does not aeek 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 i. no attempt to add to the protective 
mea0urt:8 already in force. As importer. i. e .• consumer of foreign goods 
India is not therefore to submit to the economic consequence .. 80 far. 
for instance. as prices are concerned. of a system of protective tarilI. 

As a rule. protection i& introduced with the object of helping certain 
weak. i. e.. economically more or leas unpaying industries up against 
80me weU-eotabli&hed 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 good. can 
compete with the foreign goods on the home market only if extraneous 
help in the form of protective legislation come. 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 goods is a measure of the relative 
weakness. inefficiency. unpaying character etc. of the indigenous 
industries. It i& more or less to the extent as measured by this difference 
that the price·level i& automatically raised on account of protection. 

It i. the higher prices engendered by import duties that enable the 
home indu.trieo to cover their original weakness and inability to 
compete. But the community as consumers i& compelled to pay a 
higher price because of the import tariff. 

The rise of pricea i. an inevitable effect of protection. But prefer
ence by itself is not necessarily protective and cannot automatically 
lead to a rise in the prices of imports. Should preference happen to be 
combined wi~ a aecond element, namely. protection. the question of 
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a rise of pric:ea may assume an important character. But then the rise of 
pric:ea would have to be attributed to protection and not to preference. 

2 Preference-Schedules 

The custom tariff on imports as in operation on April 8. 1932' i. e. 
previous to the enforcement of the Ottawa proposals may be seen as 
fol1o_:-
Part I. Articles which are free of duty. 
Part II. ArticJeswbichare liableto non-protective duty at special rates. 
Part III. Articles which are liable to duty at 2~ 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 ~ per 
cent from March 1931. But with an additional surcharge of 25 per 
cent on the original tariff the actual rate is 15 per cent ad oalorem. 

Part V. Articles which are liable to duty at 15 per cent ad oalorem. 
Most items in this schedule are liable to an additional 5 per cent 
from March 1931. The additional surcharge raises the duty to 25 
per cent. 

Part VI. Articles which are liable to duty at 30 per cent ad oalorem. 
Certain items in this schedule are subiect to an additional TO per 
cent under the Indian Finance Act 1931. 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 obtains 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 listed as follows for the purposes of the present study: 

1. Part II, Special rete. 
II. Part III, 2t per C'!n~ 
S. Part IV: 16 " 
4. Part V, 25 " 
5. Part VI, 50 " 
The Act of November 1932 does not transfer to Part VII any of the 

article. of previous Parts. a That is, on account of Ottawa no non-pro-

1 Review 01 the TTad. 01 India 'n 1931-32, pp. 254-269. For the situation 
in tarilf rates ... created by Imperial Preference Bee tIi@ volUllll\ for 1932-33, 

~p. 246-269. Parts VIII and IX are additiona to the Schedn1es and have 
reference to preferen"". The illnatrations in the text with reprd to the dichoto
mies in Perfs V. and VI. are aU to be fonnd embodied in Perfs VIII and IX 
of the moat recent; tarilf. 

II The Gaoett. 0' Inilia. ExtJlllDl'dinary. Oct. 13. l!lall. p. 898. See the 
Schedul'!ll Ii: and G on pP. 899-404. also p. 348. 
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tected articles have been placed on the protected liat. What has been 
accomplished i., first, a discrimination between goods and goods in 
regard to the rates, and secondly, a distribution of the rate in aueh 
a manner as to favour British good. as againSt non-British goods. This 
indeed is the A.B.C. of preference pure and undeliled. 

Thus, for instance, Part V which at present (Nov. 1932) has as a rule 
a uniform duty of 2S per cent has obtained the following character on 
account of this dichotomy a. ";'gendered by preference: ' 

Ca) British goods to pay 20 per cent instead of.2S per cent. 
(b) Non-British good. to pay 30 per cent instead of 2S per cent. 
The duty on British goods has been lowered by 5 per cent and that 

on -non ,British goods raised by the same amount. The differential 
advantage, i. e., preference enjoyed by British goods as against non
British i. thus 10 per cent. It ia 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 VI. which bears at present a more or less uniform 
rate of SO p";' cent has been broken up into two sub-parts as follows • 

(a) ... British goods liable to 40 per cent. 
(b) Non-British good. liable to SO 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 been facilitated or rendered comparatively easy. 

On the strength of the differences in rates between the preferred 
British goods and the non-British good. such as are discriminated 
against, the part of the tariff which is subject to non-protective special 
rates. namely. Part II .• will look in a certain measure .s followS : 

Artid .. 

I. (a) Ale beer in bar
rels : per gaUon 

(h) Ale beer in bottle. 
of quart size 

2. Perfumed apirit per 
gallon 

3. la> Spirit in drugs and 
medicines entered 
in such a manner 
aa to indicate that 
the .trength is not 
tested per gallon 

(h) Spirit. etc not .0 
entered, 

Duty on Britiah 
guodo 

Re.0..14-0 

0-2-4 

Rs.52-8-0 

Rs.26-0-0 

Rs.36-0-0 

Duty on 1lOI1-Brilieh 
guodo 

Re. 1-2-0 

0-3-0 

Ro.60-0·0 

Ro.29-0-O 

Ro.4()..Q-O 
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Article. Duty on British Duty on non-British 
goods goods 

4. Mine;ral oil. which 
hao its flashing point 
at or above 200· F and 
i. such as is not ordi-
narily used for any 
other purpose than 
for lubrication 

per gallon 0-1-0 0-3-0 

S. Shoes 20 per cent 30 per cent 

6. Fire·arms Rs. 111-12-0 Rs.20-10-0 
or 40 per cent or SO percent 
whichever is "d v"lorem which-

higher ever is higher. 

7. Motor cars, motor 
cycles etc. 30 per cent 37~ per cent 

6. Motor omnibuses. • 

omnibus and lorry 
chaosis and parts 20 per cent 271 ,per cent 

9. Wireless reception in-
struments and appara-
tus 40 per cent ~O per cent 

10 Portland cement Rs. 13-\2-0 Rs. 18-4-0 

When one compares the new tarill under the system of preference 
with that as obtaining to-day (Nov. 1932) one sees several things at a 
glance: -

I. Preference hao not been combined with new doses of protec
tion. 

2. Wherever the rates· of duty have been enhanced the incre
ment. (e. g. S per cent) are almo.t 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 p~ cent (aa a rule) is rather narrow.· 

The Act does not seek to exclude non-British good. altogether 
and does not confer a monopoly on British good.. as the dillerences 
between the rates are not very high. The discrimination against non
British goods is indeed 80 slight as hardly to be felt by the interested 
parties. The question o{ a prohibitive legislation against them 
doe. not at all aPse. 
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It is very important to call attention to these features of the 
preferential tariff. while examining ita economic consequences. 
especially from the standpoint of price level... An objective analyais 
reveals that 80 far as the price-situation is -concerned, the diserimina
tory or preferential rearrangement of the rates of duty aB ouch is not 
likely to call any circu~.tances into existence u!lfavourable to the 
Indian con8umers. 

One may attend to the question of monopoly a little further. Even 
supposing that Great Britain obtained a monopoly for 80me 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 price8 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 sale of the goods in question would set the 
natural limits to the m,onopolista' ambition to export exorbitant prices. 

3 _ The Spacial Case of Calvanized Ste.I Sheet 

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 RI.67 per ton. There was no 
preference and T ata 8teel (galvanized 8heet) was protected a8 much 
again8t British as against non-British steel and to the same extent. It 
is worth while to note that in 1930·31 Tata produced 23.433 tons and 
in 1931.3228.671 tons of galvanized sheet.' 

"Under the same conditions of temperature and pressure". to use 
this phrase over again. British steel failed to compete 8uccessfully 
with Belgian steel and was indeed being displaced from the IndiiQI 
market. Thj!> trend of the international competition in galvanized 
sheet can be seen in the development of Indian consumption from 
1921 to 1932 &8 exhibited in the following record of imports 
( in 000 tons ) •• 

Year Great Britain 
1921-l1l! 83 
1922-j)8 114 
1923-24 . 159 
1924-25 lI05 
1925-26 212 
1921>-21 249 
1927-28 298 
1928-29 286 
19211-30 . liOO 
19~1 99 
1931-82 55 
3 A_al B'JlOti. p. " 

Belgium 
x 
x 
X 
1 
S 

10 
22 
82 
51 
48 
21 

Other Countries 
Ii 
8 
6 
3 
9 

16 
12 
8 
1 
9 
II 

4 TAe G<H!tt! 01 India, Ext!"aordinary. Oct. 13 1932. p. 864. 

Total 
88 

122 
165 
209 
283 
275 
33~ 
826 
258 
141 
84 
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Down to 1924 Belgium was unknown on the Indian market and 
Great Britain was virtually the exclusive eupplier 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 e"amined in the following percentual relations 
bearing on each country' 8 share of the total mppJy :-

Country 1929-30 1930-31 
1. Great Britain 11'5 61'2 
2. Belgium 19'1 82'S 
3. Others 12'8 S-2 

Tote! 100-0 100-0 100-0 

In the couree of seven or eight years Belgium has captured some 
~2 per cent of India' 8 import trade in galvanized sheet. Almost the 
entire ground has been lost to her by Great Britain. 

In accordance with the eupplementary provisions of the Ottawa 
Agreement the import duty on galvanized sheet baa .finally been 
rendered preferential. The non-Empire sheets are to be eharged at 
Ra. 83 per ton. The preference to be enioyed by the British sheets 
ie to be of two grades :-

(I) Ra. S3. should the British: sbeets be made from Indian (T ata) 
sheet bar : the duty being Ra. 30 per toD only. 

(2) Ra. 30 •• hould the Britieh sheets be made from non.Empire 
(Belgian. Continental) sheet bar. the duty being Ra_ S3 per ton only. 

This ie an instance of preference in addition to protection. The 
old protection haa beeD preserved so that the T ata manufactures· do 
not der. 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 Briti.h sheets are twofold in nationality. A part i. 
made from Indian sheet bar •• and a part from Continental. especially 
Belgian. The duties are 80 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 enioy a preference on the British market. One underatands. 
therefore. that in offering preference to British galvanized sheet India 
ie to a great extent offering preference to T ata. The tariff mechanism 
ie interesting because here we have the e"panaion of the Incum 
market for British ateel (sheets) rendered possible by the expansion 
of the British market for Indian steel (sheet bars). The steel industry 
of India ie heing promoted. perhaps even saved. by the aame 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 reciprocity in preferential 
relations i~ hardly conceivable. 

All the other cases of preference on Indian imports discussed up 
till now are eases 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 sylItem excepting the one on the import of 
galvanized sheet tbe prices as such remain unchanged or rather do 
not necessarily have to go higher. But in regard to galvanized aheet 
the new factor or rather the factor in operation since 1927 and 1930. 
namely, protection, bas its part to play. The rise in prices of galvaniz
ed steel is a lirat consideration. Indeed, it is only on that basis that 
the T ata enterprise can function. It has been considered 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 T ata and ,the British companies do not 
incur a loss. 

4 Indian Steel Industry linder, Preference (1927-32) 

Under the Steel Industry Protection Act (1927) British steel enjoYS 
preferel!ce to the extent of 14 to 22 per cent according to the prices 
prevailing in 1931-32." 

The sylItem of preference has not been able to exclude non-British 
iron and ateel goods from the Indian market. Tbe preferential tariff _ 
introduced in '1927. In order to understand its consequences we shall 
place the figures rclating to the imports of iron and steel (including pig 
and old iron) at different dates previous and subsequent to this year. 
In the following table the figures are being shown under two 
heads, British and total ; both absolute and relative: 0 

.:''Year Absolute PerooIItage 
Total British British N .... British 

19111-14 1,01,000 609 859'8 40'2 
1920.21 712,000 498 10"0 SO'O 
1921.22 -lI13,000 2SO 48'7 64'3 
1922-23 746,000 359 48-1 51-9 
1924-26 869,000 439 60-5 49-6 
1926-27 848,000 408 48-1 51-9 
1927-28 1,197,000 08S 57'2 42-8 

, 1928-29 1,170,000 650 66-5 44-0 
1929.30 973,000 486 49-9 50-I 
1930-31 614,000 260 43-8 56" 
1231-ti an,ooo 1M 44'j! 66'8 

8 B.wie", of the Trod. 0/ IlIdiG iA 1981~ p. 60, 198il1lS, p. 61. 
Ii Ga .. tt., p. 871. 
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It is to be observed at the outset that since 1929 there haa. been 
a steep fall in absolute ligures both British and total. This i. but 
another mark of the world-wide economic depreaaion. But. for 
our preaent purpoae the most important items to observe are 
( 1 ) that the fall in the non-British ligures is not as great as that 
in the British and ( 2) that the relative positio.. between the non
British and th~ 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 he;ght of 
1920-21. oi,.., to 70 per cent, nay, to that of 1913-14. viz .• S9'8 per cent. 
Rather. the British share has been going down since the year of the 
preferential tariff. Erom S7'2 per cent it has fallen to 44'2 per cent. 
And on the other hand. the non-British element has men from 
42'8 per cent to S5'8 per cent during the aame 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 _tiaties Y 80 far as the imports 
are concerned. The following table gives th ~ figures: 

Year 
1918.14 : 
1926-27 : 
1927-28 : 
1928-29 : 
1929-80 : 
1930-31 : 
1931-32 : 

--

Per Toll 
Rs. 161 

193 
179 
173 
171 
177 
110 

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

S Indian Cotton Industry under. Preference (1930-32) 

It is possible to watch the effects of Imperial Preference on the 
importa from non-British countries into India in regard to another 
class of goods. namely. the cotton piece-good.. The new tariff 
was introduced in 1930. The Cotton Industry Protection Act ( 1930 ) 
gave the U. K. a preference of 5 per cent. It was later raised to 614 

7 B."ie1D 01 tho T",~ oJ llidia i" 19118-19, p. 200. in 19111-39. p. m. 
II 
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per cent. On August 30. 1932 the preference waa railed to 2S per 
cent for a period of seven monthe.· < 

The pre-tariff and post-tarilE situation can be envi,aged below:' 
Year !rota! Imports in yd.. Bri~ish . l,' ..... nt&ge of 

( Grey, White and Coloured )" British to Total 
Polt .. ar Average 1,851.876,000 1.199,041,000 88'7. 
1929.30 1,888.000,000. 1,236,000,000 65'6 
1930-81 888,000,000 G2l,OOO,ooo 59'0 
1931-32 752,000,000 877,001.000 50-1 

It ie to be noticed that the preference has failed to exclude 
non-Britieh goods. In this instance. again. a8 in others, the total 
imports have declined. for instance from 1,883,000,000 yds. to 
752,000,000 yd.. on account of the world-crisis. The decline has 
affected the imports from Great Britain. also. In September 1931 
ehe went olE 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 cunency consideratione has succeeded in arreanng 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 colIDtries have. declined. 1J;l 1929-30 the British 
ohare 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 pel' cent enabling the. rest of the world to 
command 49'9 per cent. In other words, the non-British element 
in India'. imports has increased during the last four yeaninspite of 
the tarilf discriminating against them. which is as follows:-

I. Plain grey: 
i Britieh: 

ii Non-Britieh : 

2. Otli .... : 
i Britieh, 
ii Non-British: 

20 pel' cent ad valorem or 3~ annas pel' 

pound, whichever is higher. 
2S per cent ad OGlo.em or 3~ annas 

per pound, whichever is higher •. 

20 per cent ad oalorem. 
2S per cent ad valorem. 

Imperial preference as auch has failed to create a monopoly {or 
British goods ar to exclude non-Brmeh ,tuff from the Indian mBlket. 

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 aa..#e p. 871. 9 BTl in 193141t. "p. 116, 116, lI69.-
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(To la •• p. 8.t) 
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CODSUmer inevitably suffers. The price. per 
goods were declared to be as followsl .,:-

Date Grey White 

1931 April 
19811 March 
1931-811 Average 

R. a. p. R. a. p. 
080 082 
021 0 S 2 
027 1182 

yard of British C<ltton 

.()olo1Ued 
R. a. p. 

o " 1. 
o " 8 
o " 2 

With these British prices may be compared the pre-preference 
price.. Thus we have the following 6gures11 ,-

Good. 1925-26 1926-21 1927-28 1926-119 , 1931-32 
R ••. p. R ••. p. R. a. p" R.a. p. R. a. p. 

Grey 0411 042 0811 0810021 
White 0 5 6 0 4 11 0" -6 0 4 /) 0 8 2 

'Coloured 0611 062 051 066 042 

The trend has been on the decline since .1925-26. and indeed 
since 1921-22. It i. the same decline that has been maintained 
under preference conditions also. Preferenc~ cannot be charged 
with having worked against the consumer. 

8 International Competition in Indian Market 

We understand. Iirst, that preference by itself does not involve 
proteetiozJ. ·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 neceasarily identical with the exclusion of certain 
foreign goods or with the grant of monopoly to a particular foreign 
country. The provisions of the Act, beside.. contain nothing to 

indicste that eIClusion and monopoly are in contemplation. The 
preference can serve but to change the direction of India' 8 import 
trade. The Act contemplate. that, India should buy relatively more 
from the United kingd~ than from. non-Britiah and non-British Empire 
countries. This. indeed. is the 'Very definition of the preferential 
ayatem. What is expected is thus chielly a transfer in the .ource of 
our. imports from one foreign region to another foreign region. There 
is no competition between India . and the U. K. involved in those 
tranaactiono. It ia aasumed that India haa 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 fafilities 
accorded by the Iegielation to the U. K. and the British Bmpire 
enable them to compete with non-E.mpire 80urces on easier conditiona. 
The favoured countries are thereby enabled to increase their percen' 

1$ BTL (1931-32). p. 21. • 11 BTL (1926-29), p. 18. 
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tage in tbe Indian import trade, Of the foreign goods entering 
the Indian porta the ahare of the non-British is likely to fall and 
that of the British to rise, 

(a) British Decline in Indian Imports 

The trend of the competition between the U, K, (as well as the 
British Empire) and certain non-British countriea on the Indian market 
can be easily grasped from the following ligures indicating the per
centage of eacb in India's imports:-
Period United Total Brit, Ger- U,S, Japan Belgium France Italy Nether. 

Kingdom Empire many lands 
I,Pre-War 

Avvege 62'S 69- 6'4 3'1 2'5 1'9 1'0 I'D 0'9 
2, War 

Average 56'5 65'4 0'7 1'0 10'4 0'3 l'S 1-11 0'6 
S, Post-War 

Average 57'0 65'2 2'8 8'0 6'9 1'8 0,9 1'0 O,g 
4,1927-28 41'7 64'6 6'1 8'2 1'2 S'O 1'7 2'7 1'9 
6,1929,29 44-7 54.1 6,3 6'9 1'0 2'8 1'9 2'9 1'9 
6,l93G.31 S7'lI 46'1 7'5 9'2 8'8 2'S l'9 "1 2'0 
1,1981-32 35'0 '44'S 8'110'2 10'6 lH 1'1 2'8 1'8 

The share of the U, K, in India's import trade'S baa come down 
ateadily from 62'8 per .:ent in prewar years (1909-14) to 35'S 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 F ranee' s 
share haa fluctuated more or less uniformly round about I' 5 per cent, 
It has never been able to go beyond "9 per cent, France as a supplier 
of goods for the Indian market has not been able to make any men
tionable inroad., The U, K. can, therefore, virtually ignore France 
as a competitor, 

But in regard to .evera! countries the expansion at the coat of 
the U, K. and the British Empire is tremendous, We may take, 
lirat, the humbler trio, Belgium, Italy. and the Netherlands, None of 
these three bas been able in the course of the Iut twenty live years 
or 80 to go beyond the 3 per cent limit.. But each has succeeded in 
increasing ber quota in considerable proportions, Thua: 
I, Netherland. (1931-32) 1'6= 1'77 Netherland. (1909-14) 0'9 
2, Italy (I 931-32}2'8= 2'8 Italy (1909-14) "0 
3, Belgium (1931-32) 2'4=.)'26 Belgium {J909-14) 1'9 

ill BTl 1928-29, p, 171, 1931-32, p, 191, 1932-83, p, 188. 
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While France bas remained more or less stationary. Belgium ba. 
advanced 1'26 times. the Netherlands 1'77 times and Italy 2'8 times. 
From negligible proportions eaeb has indeed been able 10 rise to 
considerable dimensions among the suppliers of fOreign ",oda for the 

Indian market. 
We may nowesamine Germany's share· in Indian imports from 

the viewpoint of British competition. During 1909-14 Germany (6'4) 
alone was greateT than Netherlands (0'9). Italy (I '0). France (I'5) and 
Belgium (J '9). all four combined. In 193 (-32 these IatteT have at 
last been able to caleb up to Germany (8"1) and indeed gq beyond 
the German level by 0'2 per cent. It is. however. not the volume of 
Germany's supplies 10 India that is a source of anxiety 10 the 
U. K. but the rate at which Germany has 8ucceeded in expanding 
on the . Indian market notwithstanding her posMvar political and 
financial troubles. The following equation describes the situation ,-

Germany (1931-32) 8'1 = 1"26 Germany (1909-14) 6'4 
At the latter date Germany has become 1'26 times as atrong in 

India as in pre-war years. 
More phenomenal than the expansion of Germany. however. is the 

e:&pansion of the U. S. 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 07 per cent. 
But the U. S. rose precipitately from 3'1 to 7 per cent and Japan from 
2'5 to 10'4 per cent. The two together (17'4 per cent) represented an 
e:&pansion of 11'8 per cent. And this was mueb more than the loss 
lUStained by Germany. namely. 5'7 per cent. The U. S. 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 697 
to 65'4 per cent was likewise filled in by the U. S. and Japan. Down 
10 1931-32 the U. S. have steadily forged forward with slight 
reverses once in a while up to 1.0'2 per cent, while Japan inspite of 
several set-backs from the position of the war-period haa finally 
recovered it with 10'6 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 
=3'29 U. S. ( 1909-14) 3'1 

2. Japan (1931-32) 10"6 
=4'24 Japan ( 1909-14) 2'5. 
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The U. S. have grown 3'29 times and Japan 4'24 tim ... during 
this period, From the standpoint of international competition o~ 
the Indian import market the U. K. baa aulfered therefore more 
from the conquesta of the U. S. and Japan than from thoSe of 
Germany. 

The British losses during the period can be easily meuured. 
The U. K. hal loat 62'8-35'5=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 Wound for the U. K. and the Empire by 
bestowing special favours on them. The obiect of this legislation can 
be nothing more or leas 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 per cent. In the 
last case the attempt· would involve a rise to the estent of some 15. 
per cent. Should the preferential system be successful these 15 
points will have to be lost by the nan-Empire countries to the 
U. K. and the British Empire. In other words. there is implied a 
simple redistribution of the source. of India'. imports. The total 
volume of imports does not have to be ..Heeted by the sheer fact of 
preference. 

It was but a windfall that Japan and the U.S. enjoyed. on the 
Indian marJi;et during the Great War. The loases of the U. Kin this 
regard were accidental. And since once new suppliers are established 
in a market it is diflicult to oust them. the U. K.baa continued to piay 
a relatively humbler role. That is why a legislative action i. 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 em to some of the goods in which the 
competition is being felt. . 

The decline in the British percentage shares of Indian imports i. 
ezhibited below in regard to some of the article. :18 

Good. 1913014 1921-28 1931-82 

1. Machinery 89'8 18'6 70'8 
2. Hardware 61'l1 89'S 86'S 
8. Motole.", 

MotorCyc e. etc 71'S 27-5 81'1 
4. Instruments 16'S 61'j 49"6 
II. Paper 66'0 86'0 80'4 

Amount of 
Daoline 

19'0 
20" 

4O'S 
26'7 
26'6 

18 BTL., 1931-82, PP .• 18f1.1l!6 (also 192&-29, pp. 119-120). 11)32.33, pp. 129-130. 
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The U. K:. preaent decline in reference to the prewar year 
ia 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, haa lost chiefly to the 
U, S, which has riBen from 3'3 per cent to 11'1 per cent and to 
Germany which has riBen from 5'6 per cent to 10'3 per cent, In 
regard to hardware the chief winners are Germany which has risen 
from 18'2 to 29'1 per cent and Japan which has risen from 1'5 to 6'1. 

On the motor car market the chief competitor ia the U, S, which 
haa risen from 15'1 to 48'4 per cent. As regard. instruments the U, S. 
has risen from 8'0 to 17'0, Germany from 8'2 to 16'5 and Japan from 
0'6 to 2'2, The paper trade is being captured by the Netherland. 
rising from 2'5 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 :" 

Goods Prewar Average 1931.32 Am01llltof 
Decline 

I, Copper 54'4 33'8 20-6 
2, Zinc 67-1 28'\1 88'S 
3_ Br88. 52'7 26-2 26-6 
4, Cement 82'S 51-4 31-' 

In the perspective of the pre-war average the decline of the 
U, K·. share in Indian imports ia 20'6 per cent in copper. 38'2 per 
cent in zinc, 26-5 per cent in bra.. and 31'4 per cent in cement, In 
copper the U, K, has lost chiefly to France and to a certain eztent 
to Germany. in zinc to some unspecified countries. in braea chiefly to 
Germany, and in cement chiefly to Japan. 

The object of preference ia to arrest the decline of the British 
percentagea in theae and other good., Nay, with thia help the 
U, K, may 6nd the conditions of competition aomewhat easier and 
ahe may recover a few pointa, if not the prewar level. in each sphere, 

7 The Price Level as Affected bll Preference 
The change- in the source of India'. importa cannot then by itaelf 

affect the total volume of importa. Besides, aa we have obaerved at 
the outaet, the price-level of importa cannot be affected .imply 
becauae of the rediatribution of their OOUlcea, 

It will now be proper to conoider in what manner the dilferential 
tarilf ia likely to inJluence the pricea, We.tart with the pre~ 
that by granting the British gooda a concession of 10 per cent oia • oia 

14 CalIlutt" from the &gur. in BTl" 1931-32 pp. 293-924, 
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non-Briti.h goods the Act seeks to enable the U. K. to compete 
.with the others on more convenient terms. The Briti.h good. are 
to enter the Indian market after paying customs duties at lower rates. 
It is presumed, therefore. that it will be possible for ereat Britain. 
other circumstances remaining the 8ame. to place her goods on the 
market at somewhat cheaper rates. This relative cheapeniog 
of British good. because of legislative preference i. economically 
tantamount to what may be described a8 "underaelling" or perhaps 
even dumping. The non-British good. are expected to be naturally 
at a disadvantage in 80 far as they have to pay 10 per cent more 
than the British as customs duties. The differential tariff will tend to 
render the non-British goods 80mewhat dearer than the British. It i. 
indeed in so far as the mechanism of price i8 influenced by the 
differential tariff that the Act can achieve its object. namely. the 
heightening of the U. K's per~ntage share of Indian imports. 

And yet it is extremely difficult to connect price-variations with 
lariff .1' The protectionist tariff of 1892 in France. for instance, raised 
the price of meat but not of wheal, though both were protected. On the 
other hand. there Was a rise in the price of wool. linen. cotton, jute. 
rubber, lead. sodium nitrate ete. ~though they were notprolected while 
bread fell in price inspite of protection. 

We 8hall examine how the cheapening. the underselling or the 
dumping in regard to the British goods i8 likely to affect the general 
market conditions in India. ~t US take two classes of commodities. 
one. like machinery. in which the British share is today more than 
fifty per cent. actua1ly 70'8 per cent, and another like. say, paper in 
which it i. 30'4 per cent i.e, Ie •• than half, 

As soon as the U. K. commences placing British machinery 
on the Indian market at cheaper prices. the consumer will be auto
matically drawn awaY from the American and German goods to the 
"preferred" i.e. the British, But other circumstances remaining the 
8ame, both the U.S. and Germany will atrempt to keep as large II 

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." 

16 Augisr a.nd Ma ..... ud: La Politiau8 d"""nim. d. fa F"", .. , pp. 60-61. ' 
16 The sitnation is entirely ccontrary to the position taken by Pill"" in 

P .... mti". and Pref._tio/ Imporl »uti,. (London 1906) whore he .... um .. thet. 
the efI'ecO of preference is to ra.ise the price. Thoro he is interest.d mainly in 
ths &n~ of the _nb to which the prj... are likely to risE! (pages 88. 
90. 94). 
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The general scramble for the lowering' of prices that will ensue ia 
likely to induce a somewhat enlarged demand on the part of con
sumers in 80 far as the demand for machinery is elastic. Altogether 
the consumers stand to gain in price. It ia not unlikely. besides. that 
India will be tempted to buy more machinery than before. The 
U. K. is expected to increase her 88lea. The oniy parties· to der 
in the tran88ction are the U. S. and Germany. especially in regard 
to those categories of machinery on which it is economically difficult 
to charge lower prices without incurring serioua lOBS. But orince the 
U. S. is represented by 11'3 per cent and Germany by 10'3 per cent 
only. the interests involved are not very considerable: and their 
loaaes. in so far as they are realities. are not likely to be heavy. 
Under theae conditiona it is problematic if the U. K. can' riee 
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 undereelling, i.e., by the British goodo.ln order 
to retain their holds on the Indian market the Netherlands. Norway, 
Sweden and Auatria. all four will 6nd it expedient to lower their 
prices. And since the percentage ahare of each is rather small. the 
losses of each. should there be some on aecounf of the compulsory 
reduction of prices, are likely to be inconsiderable. Those suppliers and 
thoae categories or qualities of paper which can hardly bear the lower
ing of price. to the Britiah 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. 6rst, on the 
quality of goods. secondly. on the capacity to compete on the part 
of the non-British countries between themaelves in regard to the 
lowering of prices. and last but not least. on the ability of the 
U. K. bereelf to aupply 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 Britiah goode 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 wiers. We 
have here inatancea in which the U, K. gains not at India'. coat 
but at that of non-Britiah competitors and India gain. simultaneously 
with the U. K. Thia i. an aspect of Imperial preference on whicli 
adequate attention deserves to be bestowed. 

In the caee of protection it ii the "protected.'" i. e.. the more 

12 
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expensive indigenous or Swade.hi goods that c1ictate the marliet price. 
The foreign goods are therefore compelled to become expensive. 
Altogether. the. con~ers have to bear the loss as ~euured in 
high price. 

In· the case of preference. it is the, "preferred." i.e.. the 
favoured. the cheapened. the underselling, (!r the dumped goods that 
determine the market price. Since there is no protection. the question 
of Swade.hi goods and their prices does not arise and may be left 
alone. ·But those foreign goods. that come from the unfavoured. the 
maltreated or cIilferentially 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 gaoda 
helonging to the preferred foreigners. In this instance, therefore. one 
set of foreigners tend. to lose to another set of foreigners. the inclige
nous consumers remain unaffected in the process. Rather. on 
a.ccount of the cheapening engendered by preference it Uo not unlikely 
that tl>ey gain somewhat in the prices of their total imports." 

8, .lapan. U. S. and Carmany in India 
The question of lossea likely to be sustained .by the three countries 

deserves a special analysis. To begin with Japan. The moat 
important importa into Inclia form Japan are the cotton manufactures. 
neir position in the total imports from Japan is inclicated below.'· 

Prewar Average 1929.ao 193().31 1931.32 
R.. Rs. R.. Rs. 

1. Cotton Manufl'Ctu1'8 
(including ho.iery) 1,961,000 

II. Total Import. 36,455,000 
, 8 •• P_tage of 1. to lI. 21'8 

157,417,000 
230,855,000 

66'1 

71,576,000 
145,110,000 

63" 

67,892.000 
133,397,000 

00'9 

17 The ata.ndpoint ~n by t»e p ...... nt autllor ohould appear to f.....ish 
objeetive mator.ial for til!! analysis of prefsranoo ".. equal tsriJf presented by 

JlI_i: ''Ktitische Betrachtungen aur neu.eitlichen Zollpolitik" in ,We/twirl
.chaltlich .. Archiv (Jena) for' April 1933, p. 419 (oec. 8 and 9). But his __ 
won of the probable 1_ to the tlilid party (p. 433) is not acceptable 
in 80 far .. long period valu.. are conoortll!d. 

According to the Indian Fiscal Commiaaion (1921.$2) preferential doty is 
likely to moe the priOl\ level and thus hurt the consu.mer uotU and unleas the 
"whole market" be captured by the proferred goodo. 'l'be membe .. of the Oem
miaoion ... pproached the problem ~m tbe ata.ndpoint of protection and indeod 
found mlioy pointe of analogy between. protection and prefsrenco. The argument 
advanced in the preoent atudJ' is ~ntirel;y dHfsrent from and is of couroe at fund ... 
mentaJ varianCil with the f!!88Oning and c:oncJoaion. B8Il B.",m (OaIeatfia 1922), 
pp. 1115-127. 

18 BTl., 1931.sll, p. 210 ;1!182-SS, p. 202. 
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The cotton goods constituted 21.8 per cent of India's imports from 
Japan in prewar years. During 1929.3Q it rose up to 66.7 per cent.. In 
1931·32 it was 50'9 per cent. ' 

Against the inroads of these cotton manufactures India has had 
a protective.cum.preferential tariff 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 i. affected 
by the Imperial Preference Act i. the silk goods of all sorts, as· 
indicated below :-

Pre-war Average 1929.30 1931.32 
Ra. RB. R •• 

1. Artificial Silk X 14,547,000 21,626,000 
2. Silk Manufac. 13,145,000 16,024,000 9,599,000 

Tot.al 13,145,000 30,571,000 81,226,000 

On all these goods British import.. 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 singled out as follows :-

Pre. W ar Average 1929-30 1931-32 
Ra. Ra. R •• 

1. Minersl·Oil. 21,966,000 31,201,000 81.564,000 
2. Raw Cotton 2,772JOOO 1,909,000 22,361,000 
S. Machinery 2,456)000 17,522,000 12,211,000 
4. Motor Cars 849,000 441491,000 10,136,000 
6. Instruments 686,000 1,936,000 6,339,000 
6. Tot.al Imports from 

the U. B. 44,003,000 116,616,000 128,862,000 

Of these items raw cotton may be left out of consideration a. it 
is not included in any of the schedules of the Imperial Preference 
Act. It bears a non-protective duty of .ix pie. per pound according 
to the existing tariff which still holds good" (No 41A Part II 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 item. alone make up 
Borne SO per cent of the total imports from the U. S. And there 
are other items. The U. S. is therefore in for landslides in the 
Indian market. .. . 

19 lITl., 191»-39, pp. 209, 25B, 1932-38, p. 191. 
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The more important imports from Germany are the foUowinti:·· 
Pre-w .... · Average 192\l.3O 1931-31 

R.. R.. R •. 
1. Dyeing substances 8,740,000 12,862,000 17.136,000 
I. Maohinery 3.027,000 11,319,000 11,221,000 
S. Hardware 5,724,000 18,531,000 7,585,000 
4. Brass . 156,000 12,644,000 7,044.000 
6. In.truments 1,357,000 7,716,000 6.142,000 
6. Ohemicala 1,082,000 4,377,000 4,866,000 
7. Drugs alld Medicines 619,000 4,061,000 4,277,000 
~. Iron or Steel 8,697,000 7,916,000 4,108,000 r Total Imports 93,5S6,000 151,921,000 101,984,000 

Dyeing substance. 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 fOW1d in the preference list with the 
exception of mllnure~. sugllr. clocks "';d watches and B few othe ... 
Should the preference tariff work 8uccessfully. the chances of German 
manufactures losing a part of their markets in India are great. 

9 Inftuence of Preference 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 gooda. The 
gooda that have been dutiable up till now will remain dutiable in 
future aIao. On this COW1t. therefore. there cannot arise any diminu
tion in the earnings of the Customs Department. 

. Finally, the rate. of protective duty remain untouched as also the 
good. protected. The revenues from import tariff cannot therefore 
be affected in any manner under the new Act. in 80 far al protection 
is concerned. ' 

We have observed that in regard to all those categories of gooda 
Which will submit to the preferential tariff the rates of import duty on 
Empire Boods have been lowered by S per cent whjle those on non" 
Empire Ronda raised by S per cent. It is proper therefore to examine 
to what extent the lowering of ratea on British goods may affect the 
customs revenues of India. 

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

10 BTl., 1931-32, p. 191. 1932-33, pp. IlJl·I90. 
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protective tarill of, say, 2S per cent ad valorem on an good ... Empire 
and non-Empire. entering India. Let us aS8UIDe that Re. 40 worth of 
imported goods are Empire goods and Re. 60 non.Empire. Then the 
income of tbe Custom. Department will be as follows ,-

Origin Vame Imported Duty reali.ed @ 25% 
1. British Rs. 40 Rs. 10 
2. Non.Empire .. 60 .. Iii 

Total .. 100 .. 2Ii 

The eaminge of the Customs Department amount to Rs. 2S. 
Let us now introduce Imperial Preference into this syetem. We 

shall assume that British good. 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 tarill; 
First, the proportion between British and non-British good. may re
main as it iI, namely. 40 :60. Secondly, the British proportion inay. 

rise at the coat of non-British, say, up to SO per cent. Thirdly, the 
British proportion may ezceed the 50 per cent, and say. go up to 60 
per cent. Finally, the British goods may cover the entire Indian 
market. ezcludingall non-British good. and enjoying a complete 
monopoly. 

In the first instance the financial situation· will clook like the 
following: 

Origin 
1. Empire 
2. N<m-Empire 

Total 

.... Value Imported 
Rs. 40 
Rs. 60 
Ro.loo 

Duty realized 
Rs.8 @ 20 p.c. 
Ks.18@SOp.c. 
Rs.26 

The earnings of the Custom. Department amount to Re. 26. i. e. 
one Rupee more than under the ezisting non-preferential tariff, 

The second instance will create the fonowing situation :-
Origin Valae Imported Duty realiaed 

1. Empire Ro. 60 Rs. 10 @ 20 p, c. 
2. Non..Empire Ro. 50 Rs. 15 @ 80 p. c. 

Total Rs. 100 Rs. 2Ii 
\ 

That i., when the British good. II;' a vi. non-British goods . ezhibit 
the SO :50 relation the customs revenues under the new preferential 
ayetem remain as much as under the non-preferential. There is neither 
gain nor 10 .. so far as the public finances are concerned. 

Under the third assumption we sball bave tbe following picture, 
Origin 

1. Empire 
1I. Non-Empire 

Total 

Value Imported 
Ro. 60 
Ro. 40 
Ks.loo 

Duty realized 
Rs. 12 @ 2Op. o. 
Rs. 12 @ 3Op .... 
Rs.24 
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.In this instance the customs income it! Rs. 24. i. e .• one Rupee less 
than under.the·existing .system. As soon as the British share 
exceeds SO per cent.the Customs Department has to bear a loss. 

This is further exemplilied in the fourth instance. as follows:-
Origi.n V"lua Imported Duty realized 

1. Empire Rs. 100 R •• 20 @ 20 p. c. 
II. Non·Empire Re. 0.0.0 Ro. ~ @ llO p. c. 

Total Rs. 100 Ro. 20 

The duty realized by the Customs Department when non-Empire 
goods have been excluded and entirely replaced by Empire goods is 
Rs.20. 

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

Tariff Percen:ages of Import. Inoame of Customs 
Departmaut 

1. Non-Preferential: 25% 
.ad ~alor.". . !!Jmpire 40% Non.Empire 60% Ro.25 

2. Preferential 20% on 
British. llO% on DOD· 
British 1. Empire 40% Non.Empire 60% " 26 

2. Empire 60% N on..Empire 50%. " 25 
S. Empire 60% Non..Empire 40% " 24 
4. Empire 100% Non..Empire 0% ." 20 

JD the perspective of the non-preferential tariff we have then really 
two dilferent groups of situations under the preferential aystem:-

(I) The Customs Department loses in revenue if and as long a8 the 
imports of British goods exceed SO per cent of the total imports. 

(2) The Cuatoms Department gains in revenue if and as long a8 the 
impOrts of British goods remain below SO per cent· of total imports. 

In other words. .Imperial Preference by itself cannot lead to a 
reduction in the revenue of the ~ustom8 Department. The financial 
consideration is I'ntirely dependent .on the proportion between the two 
categories of foreign goods that is ,established a8 a result of the c0m

petition. Taking the proportion of 1931·32 we get the following figures 

for the U. K. in regard to certain ite!!l801
.:-

"Region or good_ 

1. United Kingdom 
lI. Total British Empire 
S. H&rdware 
4. Motor Cars etc. 
O. Paper 
6. Instruments 
1. Liquors 
8. Machin...-y 
9. Copper. 

10. Zinc 
n. Brall 
Ill. Csmant 

Pe ....... tageof 
total imports 

36'0 
44'S 
36'S 
31'1 
llO'4 
49'6 
OO'S 
70'S 
33'8 
28'9 
25'S 
61-4 

lit UTI., 1931:~, pp. 135-1116, 191; lQS2.3S, pp. 128-lllO, 135-186. 
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The table indicates that generaIly speaking the U. K. haa scope 
to expand considerably from 35'S% upwards in order to reach a point. 
namely SO'll.. at which the customs revenue begin. to diminish. Indeed it 
is doubtful if in spite of preference the U. K. can come up to the 50 
percent level. There i. therefore hardly any likelihood of the Cu.toms 
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 br .... In order that the Customs Department may lose 
in revenue it would be necesaaryfor the imports to apand up to SO'll.. 
The present level. 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 50% or beyond cannot help inflicting a 1088 on custom. 
revenue even if their imports do not expand farther. But aince certain 
expansion i. to be expected the Department cannot but lo.e on these . 
counts. But in many of the foreign articles imported by India the 
British percentage is considerably below SO and can hardly expect to 
aceed this limit. The total for the U. K. is indeed 35'S per, cent 
only. On the whole. then, a 10 •• in revenue should appear to be out of 
the question." 

22 While diocua.ing the revenue aspoot of preferential duties the Indian Fi .... t 
Commi •• ion(1921.22) came in pMt tethe following conotusion:"If the proferentint 
rate is a true reduction from. the general mte) it is clear that t1:te country 
granting the preferential rate is sacrificing revenue.11 Here, again, as in the case 
of price-level the Commission is thinking of the preferred goods &8 having captu,... 
ad the whole market end i. evidently under the influence of . idea. bearing on 
protection and uclusion. Quite different is the reaaoniug adopted in the present
study. It i. not the rata on, but the volume of, imports that determine. the 
amount of 1"8VeIlue~ 'l'he oonalumoD arrived at is therefore substantially different 
from that of the (Jommi .. i"". See Be1X>rl, pp. 127-128'. 

From the sotual ligures available down to April 19M it appesrs that no 100a 
ia yeti in evidenoe. Sea Group VII (Duty at 30 per cent or prei'erential duty 
at 20 per oent) and Group VIII (Duty at special .... tes or preferential duty at 
!'ower rates) in "Indian Customs RsVllJlue" (India.. Tm,k J .... moI, Calcutta, 
Ma7 17, 1984). 



Chapter VIII 

THE TENACITY OF BRITISH INDUSTRY 

AND COMMERCE 

An important consideration in regard to the practice of preference 
baa reference· to the extent to which the "preferred" country ia 
capable of delivering the good. for the market. enlarged as it ia 
arti6cially by legislative 6&t., The U. K:. capacity for industrial 
espanaion should therefore demand the attention of the theorist. 

I The Trend of British Exports 

The first important item to notice in this connection is thet in 
spite of temporary. seasonal and' cyclical dislocations or crises the 
U. K. bas been exPanding as manuJactuTer. But perbapo more 
important for our present consideration is the fact that as exporter of 
"home goods" al80 her expansion is equally noticeable. hi 1913 the 
exporta of home good. amounted to .£525.200.000.1 The figure for 
1929. the last pre-depression year. was £693.400.000. 

British exports at two dateo. 1913 and 1923. are indicated below in 
the-perspective of world-exporta: 

1913 1923 
1. Expork of Home ProdUOl 

from G1'8&t Britain £525,000.000 £744,000,000 
II. Total World Export. £4,03S,OOO,OOO £6,1199,000,000 
8. British peroentage oU. 18'0 14'0 

In 1913 the U. K.'. share in the world'. total export trade was 
regiatered at 13 per cent. Five year. after the war when the world was 
on the eve of economic stabilization the percentage roae one point 
to 14. British tenacity Was already in evidence. 

The trend during ~ecent years (1924-29) may be leen partly in the 
following schedule of home gooda exported fm million .£s):-

Good. 19114 19119 
1. E.rth ....... ..., gl ... , abraii ...... etc. 12'9 14'0 
S. Ncmfarrou. metal ..... d maDuf.otureB thereof 16" 18'8 

'I Labotw Y ~ Book 1990, p. 198. Bee eJao the chapter on foreign trade 
in Bowley, S_ 1i'<DI'OlNo C ..... p.M •• 0/ 'h. W",. (London 1980). 
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3_ Cutlery, hardware. etc ~-B 9-3 
4_ Electrical goods 10-7 13'2 
0_ Machinery M-S 54-4 
6_ Manufactures of wood 2·3 3-0 
1_ Obemicals, drugs, dyes, and oulours 26-5 26-6 

s.. Leather .... d manufactures thereof N 7-9 
9_ Paper .... d cardbord 0-9 g'8 

10. Vehicle. including leeomotive., 
ships and aircraft 211"7 5O'S 

ll_ Rubber manuf""tUNa 3'S 3'4 
12· Mi....uaneou. article. wholly or mainly 

manufactured 32-9 39'S 

The expansion is to be noticed indeed along the entire front of 
exports except in certain branches, as follows (million £al :-

1924 

1. Iron .. nd steel manufacture. 
2. Cotton Y .. rlUl .... d MaDufaeture. 

It is interesting to observe that it is in just these two lines that the 
U.K. has been anxious to obtain, as ahe has obtained. preferential 
tariff in India_ It was in 1927 that preference was granted to British 
steel and in 1930 to British cotton piece goods. The preference haa 
failed, however, be it noted en pautlnt, to arrest the decline in the 
Briti.h 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 in 
which the expansion of exporla is a feature of recent British 
trade. The table is given below':- ' 

Good. 19114 1929 

1. Pottery 243,000 tons 262,000 t 
2. Gl .... bottle. 850,000 gros. 368,000 gr 
3. Cement 651,000 t 1,092.000 t 
4. Copper manufacture. 611, BOOt 35,100 t 
5. Niokel 8.Dd alloy. ton,OO(l £1,729,000 
6. Boots and shoe. of leather 998,000 1,006,000 

dozen pairs doz. pro 
1. Hats and bonnets 1,2Ilt,ooo dos. 1,384,000 dos. 
8. Ammonium .u1phats 278,000 t lia7,000 .. 
9. Sodium compound. 501,000 t 514,000 t 

10. Paints and 0010_ 77,ooot, 89,000 t 
11. Leather 16,4OOt 18,300 t 
12. Paper and cardboard 238.000 t 252,000 t 

2 Labour Y..... Book 1930, p. 202 • . 
13 
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-The developing tendency is exhibited in a special manner by 
the linea of pottery, glaaa bottlee, cement. electrical goode, paper, 
etc. The increase of exports in the chemical group ia more or 
leu general. The - U. K:& 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. (J 929)= 1"08 u. K. (1924). The trend is upward although 
to a very alight extent. 

2 The Condition of other Exporting Countries 

The U. K:s industry and trade may now be placed in the 
perspective of aome -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 goode. 
The exports of the five great powers in this field are being 
exhibited below at two detee. 1913 and 1927." ,-

Country I9IS 1921 

1. Germany 6,562,000 t 4,585,000t 
lI. U. K. 6,049,000 t -4,263,000 t 
a. U.B.A 8,066,000 t 2,235,000 t 
4. Belgium and La_burg 1,129,000 t 4,918,000 t 
Ii- Franbe 1,168,000 t. 4,615,ooot 

The rise of Belgium and France as two great powers in the 
export of iron and steel good. 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. i& the least. as 
shown in --the following equations,~ 

(I) U. K. (1927)=0'80 U. K. (1913) 
(2) u. S. A. (1927)=.0'73 U. S. A. (1913) 
(3) Germany (1927)=0'70 Germany (1913) 

In a previous connection we have noticed the decline of 
the U. K:. exports in iron arid steel goods. If is worth while 
to can attention here to the fact that she is even in her fall in 
good company but that she i. the most tenacious of all her 
comrades. Germany'. fall is of _ course to be explained by the 

3 81 .. ti,liloAu Jahrbucll Iii. die E ..... vtWi 8tahl ,mi""lrio 1929, p. 171 in 
Waytinaq: ToOOA ... "nd Z"hI ... E .. ro __ (Vi ...... P. lI13Ol. p. 156. 
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tenitorial losses. due to the provisions of the Treaty of 
Veraailles.6 

In regard to the export of machinery the world knows ooIy 
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. exports exceed 
the imports. It is on 'what may be called "positive" exp~rts. 
i. e. the balance of exports over imports (in Reichsmarks) that the 
ranking of these Big Three is based, as follows':-

Country 1926 1927 1928 

1. U. S. A. 1,210,000,000 1,S58,OOO,OOO 1,593,000,.000 
2. Germany 741,000,000 181,000,000 972,000,000' 
3. U.K. 636,000,000 628,000.000 721.000.000 

It appears that in machinery export the U. K; i. the third 
power in the world. In 1927 there was -a .light decline from the 
level of 1926. But the fall was made up and the level of 1926 
exceeded in 1929. 

In the field of aniline dyes "positive" exporta on a: substan
tial scale belong only to 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 1921 ,1928 
1. Germany 85,900 85.800 44,900 42,600 
2. U.S.A 9.100 9,400 9.600 11.700 
3. Switserland 6,500 7,000 8.000 8,700 
4. U.K. 5,900 5,400 6.800 8,800 

Here also the U. K:. position i. the last. But like the others 
.he haa been maintaining her way upward. in regard to the exce .. 
of .".ports over imports. 

It may be presumed that Imperial preference will aid the 
U. K. not only to maintain her upward trend in all these nelda but 
alao to raae her position aomewbat. if not beyond her rivals. at any 

4 tlarJmr, Nc."""",, n""elopm.,.t (Madras 1926), Pp. 49, 100, 286, 824. 
W.,.tinaky, Z.h" Jak .... Nou .. DeutlChland (Berlin 1929). p. 74 

"Financial Germany aiD,,! StabilizatioD,." tiThe Big' Five Indus.tries of 
Germany," and "Aspects of Commercial GermanyH in the JOUnuil 01 the Bengal 
National Oluunb ... 01 Com';' ...... for September 1926, .June 1928. September. 1929. 

"Financial and Economic Development in Fran..... in the I.B.N.C. for 
Deeemher 1927.· ,. 

6 Die vnTtJChaftlicA... K,4ft. d .... W.lt 1980 (Berlin). p. 142. 
8 Xafi""h .... JI. 160. 
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rate, up to lomewhere near them. In aniline dyel 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 ia doubtful if the 
U. K. can riae up to the German level but both the U. S. and 
Germany may lose lOme cUltomers to her. 

There are certain lines in which the U. K., althougb a great 
power still in "positive exports." bas been tending to decline. for 
instance, in regard to electro·technical products the Big Three may 
be described as follows (in million Reicbamarks)':-

Country 1926 1921 1928 

]. Germany 383 405 487 
2. U. S. A. 389 405 431 
8. U. K. 29lI 288 261 

We notice that Germany and the U. S. A. are almost at a par 
and that both are expanding their "positive" exports at almost the 
same rate. It ia noteworthy, further. that the U. K. ia a rather 
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.·8 positive exports bave 
likewise been declining ia that oE chemicals. The Big four. here. are 
descrihed below from 1925 to 1927 (in million Reichsmarks)' ,-

CoUntry 1925 1925 1921 

1. Germany 690 780 800 
2. Chile 450 385 450 
8. France 270 270 240 
4. U. 1[. 210 186 2QO 

The U. K:s decline looks 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: I decline 
ia nat very great. The favourl bestowed by the Preference can enahle 
her without much difliculty to recoup her position and augment 
the volume and value of ber positive exports. 

3 Empireward Advance 

The U. K. cannot be said to bllve lost ber hold on the world· 
markets. She h... jUlt been maintaining her position. It i. now 
ner.e •• ary to observe that her exports have more lind more been leek
ing the British Empire. She has been losing the non.Empire marketa 

7 2·"."'.11 .... p. 158. 8 Ta ...... h .... p. 159. 
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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." 

y .... Export. to Empire in Exports to Foreign 
porcente-go> of total Countries in percentage 

Exports of total Exports 

1913 SNS 62-82 

1925 89-18 60-82 
1928 41-00 58-04 

1!!29 41-00 69'00 

Changes in the direction are alight but not unnoticeable _ It i. this 
trend of recent years that is likely to be intensified. by. the Imperial 
Preference scheme_ 

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

:-

Dato Empire Europe nest of tho World Total 

1860 32 83 36 100 
1860 3' 37 - 29 100 
1903 38 36 27 loa 
1913 37-2 83-5 29'S 100 
1923 37-1 83'2 29'1 100 
1929 41'0 .69-0 100 

Broadly speaking, the tendency of Briti.h export. is clear. 
The U. K.'. percentage of exports to the Empire has on the whole 
been expanding. From 32 percent in 1860, or from 37'2 per cent in 
1913 the.hare has risen to 41 -0 per cent in 1929. The obverse is 
equally patent. The U. K, baa been shipping less of her goods 
to the rest of the world. She is today more dependent on the Empire 
marketa than elsewhere_ 

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

I) 1.<1b ..... Year Boole 1980, p_ 195_ 

10 Adaptod from Bowley, Englafld', Foreign Trad. it> the Ni"rl .... fh 
C."tu'1l (1905) and 8_. E._i. C""'.qu ...... 0' tile War (1930) and 1.<1bOUT 
I" eaT Book 1911O. 
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eUers 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." The cotton spinning industry was commencing the A.B.C. 
of "typioal 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 vi. a vi. 
British depreasion was also a matter of common knowledge' with 
the banker. about this time. At the annual meeting of the Barclay'. 
Bank in December 1927 the deputy chairman Sir Herbert Hambling 
laid: "Coal. iron and steel and cotton are not in a healthy condition. 
but when I look at the aQtirity· in the newer industries. providing 
such good. as electrical equipment. motor cars, artificial silk, wireleaa 
applianeea etc,. in which technical skill.- braina and efficiency are 
such important factora. it does oeeur to me that in the aida 
industries something ia lacking. I sometimes wonder whether some 
of the older concerns have kept themselves really up-to-date in 
ellicient organization. modem 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 Commiaaion 
recommended that the Board of Trade should have the powers to 
enforce amalgamations in the coal industry if they were not effected 
voluntarily within two 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 aelling the rest 
should be compelled to fall into line. 

But since legislative compulsion Was for the time being 
out of the question the banka were being advl!ed by the 
N anon'. economic experts to' exerciae pressure upon the industries. 
Most of the industries were indebted to the banks. The banks had 
not only secured mortgages on the tangible aaaets of many cotton 
mills but held a lien on their unpaid .capital as well. Naturally. the 
industries could not carry on if the banks determined to call in 
their loana. The bank. were thus in . the most strategic position in 
order to force rationalization on British industry. 

III "The Position of the Lancashire Oottou Trade" and "British Industriea in 
Peril" in the JDUnIGl 0/ tTl. Benual National OIoGmb ... oJ C .... m..t., September 
1927 and March 1928. 
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It is obvioua that by the time the world depression aet in in 1929 
the busineaa world in the U. K. had already started taking steps or 
thinking aloud about taking steps in regard to the thorougbgoing 
process of reconstruction. And this reconstruction involved amalg .... 
mation. the concentration of production in the moat up-to-date 
plants. tho! dosing down of surplus plant. and more organized and effec
tive marketing arrangeDlenta.16 

7 'Advanll8S to Colonias 

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

TheColoniai Development Act of 1929'" enables the Treasury 
to make a!Ivances to the Governments of the colonies. protectoratea 
and mandated territories in connection with scheme. 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 aanctionecl, firat. to the extent of 
£500.000 in connection with the Zambeai 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 
an expenditure of £710.000. 

In connection with the Development Act comprising. 8S it does. 
two Parts it is to be observed that the granta are made conditional 
on the aaaurance that all raw materials as well as manufactured 
artides to be used for the schemes .hould as a rule be British in 
origin or manufacture. In case British artides are not available. it 
is required that Empire producta should be used wherever possible. 

The Colonial Development Act Iays.it down likewise that the 
plant, machinery and materials imported into the colonies. protec
torate. etc. shaul,. unde~ normal circumstances be British in origin 

14. For the inde" nnmh<lrs of indnstrial production in the Unitad Kingdom, 
Germany, the U.S,A •• Fronce and other countri~ ... 4 ....... Giro BtatUtique de /a 
tJoci'U de. N .. tw.., 1931-32 (Goneva), pp. 116, 180, 182, 186. 

lli Lobo .... y ... ~ Book 1900, p. 92. 

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

From all diHerent angles it is obvious that specific measure. 
have been in .force in order to reconstruct British economy in 
its diverse aspects and render it efficient on a competitive ba.is. 
~n one surveys these attempts at industrial reorganization in 
their entirety with special reference to the period eince 1919. one 
is convinced that Imperial Preference is not the only panacea 
devised by the U. K. either to cope with the poal-war competition 
in world-economy or to withstand the conaequeneea 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 
eliorts consciously undertaken to help forward the rejuvenation and 
expansion of British agriculture. manufactures and commerce. Countries 
like India which on account of the Imperial Preference may have 
to do without non-British artides need not therefore be over-anzious 
as to the capacity of the U. K to deliver the goods for the. 
market. enlarged. ·as it is likely to be. on aceount of the partial removal 
of non-British goods. British industry should appear to be getting 
equipped and rationalized enough to supply an eventually expanded 
demand: . 



Chapter IX . 

THE ECONOMICS OF RETALIATION 

1 India's Vulnerable Points 

So far as imports are concerned. neither in price nor in customs 
revenue do... India have to bear any loss. From the standpoint 
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 suffer. The comparative 
position of the different sour~ of, India's importa will therefore 
change, U. K. gaining at the cost of the rest. We have 
already noticed that among th ... e other countries three come in 
for special consideration, namely. Japan, Germany. and, the U.S.A. 

India can be hit by all these countries. should each one of 
them decide to go without the goods which it importa from her 
in considerable quantitiea~ Let us examine these I!"0d. in regard 
to each of the three countries. 

The moat important exports from India lo. Japan consist in raw 
cotton as detailed below in the perspective of total exports of 
Indian produce to Japan1 

,-

1. Raw Cotton 
2. Total Export. 
8. Percentage of 

Prew .... Average 
B.a. 

145,070,000 
16B,466,000 

1929-80 
R •• 

272,984,000 
322,672,000 

1931-32 
Rs. 

110,466,000 
189,428,000 

1 to 2 86'S% 84"% 19'0% 

India's sal... of raw cotton to Japan have ranged from Rs. 
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 good. to Japan 
a percentage of 86'3, 84'4 and 79'0. And so far as the entire 
ezport of raw cotton is concerned India's Japanese marketlhas grown· . 
... follows, 

11113-14: 47'11 
IIlSO-S1: 45'S 
1931-32: 47'1 

Per ~t of total esport of raw cotton 

" 
" 

1 B'tII931-32, pp. 137, 211, 1932-38, pp. 131, 203. 
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japanese consumption accounts for 47'1 per cent of total raw 
cotton exports from India (54'5% in 1932-33). Naturally, from the 
japanese standpoint raw cotton is India'. vulnerable point. 

Another vulnerable point of India'. from the japanese angle of 
viaion is pig iron. . Esporte of pig iron to japan in the perspective 
of total exporte are indicated below,':-

1. Japan 
2. Total E:<parta 

8. Percentage or 
lto 1 

Prewar Average 1929-30 
Ra. R •• 

1,624,000 18,002,000 
4,200,000 25,900,000 
(1913-14,. 

SS'3')b 

1931-32 
R .. 

8,630,000 
12,800,000 

The export of pig iron from India to :Japan hao increased from 
36'3 to 69" per cent. India hao become more dependent 011 

japan than 011 the U. K., the U. S. A., and Germany for the 
outlet of this commodity. 

With reference to the question of retaliation be it observed 
that pig iron is already 011 the schedule of specially preferred 
goods. As for raw cotton, although there is no de6nite decree 
concerning preference the wish hes been. expreBBed to the 
effect that the British firms should consume more of this Indian 
produce in the future. Japanese attempts at retaliation by curtailing 
the purchase of these' goods may therefore euily be frustrated, 
because India'. losses in japan are likely to be made up to a certain 
extent by the expansion of market in the U. K: 

The values of leading exports to the U. S.· in the perspective of 
the totalexporta to the same country are indicated below 

GoodJo Prewar Average 1929-30 1931-32 
Ra. RI. R •. 

1. Bide. and .kins: 
raw 

I. Jute m .... ufaoture. 
3. Total exports to 

34,816,000 
78,389,000 

39,379,000 
187,661,000 

17,938,000 
67,oos,ooo 

the U. S. 168,860,000 863,282,000 138,638,000 

The two items constituted in 1931-32 some 61 per cent of the 
values imported by the U, S. from India. Any wilful restriction 
of purchases in these linea on the part of the U. S. might tberefore be 
harmful to India' s producers. 

The percentage sbare of India'. total exports of raW hidea and 

II BTl 1931-lllt pp. 123, 126, 211, 1932-33, Pt>. 117, \lOS. 
8 BTL 1931-32, pp. 1111. llOIi, 1932-33, pp. lSI, 197. 



THE EOONOMICS OF RETALIATION 100 

skins as well . as of jute manufactures such as is consumed in-the 
U. S. win appear from the fonowing table ,-

1918.14 193().31 1931.32 
Jute Manufactures 41'6% 94'5% 81'7% 
Raw Hide. 24'3% 22'9% 1I0'51, 

In 1931-32 the U. S. imported 31'7 per cent of the total exPorts from 
India in iute manufactures and 20'S per cent· in raw hides and 
akin.. 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 moat important exports from India to the U.S.A. are 
(I) jute cloth and (2) raw hides and akins. India might be hit hy 
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 virtually 
left without a handle with which to hurt India in a serious 
manner. 

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

Good. 
1. RawJute 
2. Oilaeede 
3. Rice not in 

the hllSk 
4. Raw Cotten 
6. Tote! of aU 

Prewar Ave_ 
Ra. 

49,640,,000 
34,50,,000 

94,137,000 
",506,000 

1929-30 1931-32 
R •• R •• 

74,064,000 24,869,000 
511,37().000 19,955,000 

33,101 ,000 15,568,000 
4<1,943,000 14,153,000 

export. 223,035,000 266,088,000 100,181.000 

In 1931-32 raw jute. oil seed •• rice not in the husk, and raw 
cotton con.tituted some n per cent of aU Germany'. purchases 
from India. The following table show. Germany''; takioge in the per
centage of the total Indian exports of the goods cenc:erned ,-

Good. 1918-14 193().31 1931-82 
1. Raw Jate 21'8 27'2 21'7 
2. Oilaeede 16'0 13'1 18'1 
3. Raw Cotton 14'6 7'1 6'S 

In raw iute Germany is second only to the U. K.. in oa seed. 
her proportion i. quite high being equal to the U. K·s. and in 
raw cotton also her equality with the U. K. i. a ,statistical 
fact. 

4 BTl 1931-82. Pl'. 137, 198, 230. 19l12-83. Pl'. 131, loo, 223. 
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As for rice not in the husk Germany's proportion can be Been 
in the background of the U. K: s proportion. as well as of the 
total exports from India in the following table ,-

Prewar Average Postwar A ... erag. 1931-32 
I, Germany 846,000 ton. 201,000 ton. 231,000 ton. 
2,. U, K. 159,000 JI 96,000 ". 111,000 " S. Total Export. 2,898,.000 " 1,462,000 " 2,301,000. 'J 
4. Percentage of 

1 to 3 14'8 14'1 10'0 

Germany's proportion. have of late been declining but they are 
still 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 good. 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 claaaes of Indian goods India 
may not bave to suller at all. Besides, in 80 far a8 raw jute is India'. 
monopoly it i. 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 poaaibility of all the three countries combining against 
India or for that matter the British Empire. the situation today 
is not more favourable than in the days of Chamberlain. whose 
reading of wc;>rld 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. I 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 mattera 
continental aod American interests. 80 far from being capable of 
combination against us are ~vided and permanently divided down 
to the follndation:~ 

2 Maximum Consumers' Surplus obtained 

from Indian Coods 

As in other economics. in the economics of retaliation alao 
the fundamental problem i. 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 

IS Imperial Beciprotill/ (Daily T!>1egraph., London, 1003). p .20. 
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can be satisfied on more or leas identical price-levels for the same 
quality and quantity of goods by another region. Now in regard 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 a. yet. Instead of 
jute bags Germany was using paper bags during the war and even today 
paper bags are in use in some of her cement works. A new 
fibre plant .isal 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 question 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. 
remain. yet to be solved in the New Hemisphere. For quite a long 
time jute cannot be replaced nor :can it be grown ef/ecfiuelyoutside 
of India. It is therefore bound to remain a monopoly for a 
considerable period. No country can therefore prudently think of 
retaliating upon India bybnycotting or restricting the import of 
her jute.' 

The other goods that India exports to Germany. the U. S. A., 
Japan etc. are, however. not monopolie... 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 
notmonopoliea havehad 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. 
And if up till now India'. pig iron, oilseeds, hides and skins, ~aw 
cotton or jute manufactures have been selling ,in these regions it i. 
because these goods could not be supplied from non-Indian source. 
on more favourable terms. In other word., -maximum consumera' 
surplus haa been being obtained in these regions from the purchase of 
Indian commodities. For Germany, Japan and the U. S. or othercoun
triea to think of being indifferent to the Indian source of supply and 
transferring orders to ilon-Indian sources can but spell higher cost of 
raw material. or of living to their own producers. This 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 monopoliea, could not 
p088ibiy be dispensed with by theae countries, 

Rather. their takings of Indian produce have actually increased. Thus 
from the pre-war average of 3.200 tone Germany'. import of linseed 

6 On the subject of jute 808 Sarkar: "Eoonomio Planning for Bengal" in 
the I,. ... ra"". and FiMtw. Be"; ... , Calcutta, March 19M. 
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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 <If groundouta to Germany we. 
7.400 ton.. In 1928-29 it was 241.200 t. The pre-war average 
of Japan's takings of Indian raw cotton amounted to 1.012.000 bales of 
400 lba each. In 1928.29 it was 1.610,000 balee. Similarly the U. S. 
which took 663.900.000 yd. of jute cloth in pre-war year. took 
1.021.800.000 yd. in 1928-29. If anything. these .tatistiea point to 
the increasing dependence of Germany, Japan and the U. S. on 
Indian supply. Y Economically. therefore. retaliation is un. 
thinkable. 

Should Germany. for instance. decide to curtail her takings of 
Indian hides. rice or oilseeds she can only hurt her.elf. 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
facture. into which this enters as an ingredient into Eastern Europe. 
the Balkan Complex and. the Baltic states she is likely to go down. 
Indeed. much of this German re-export and export would he 
captured by any other big importer of Indian produce. e. g. the 
U. K. An attempt at retaliation on Germany's part would thus 
he equivalent to her wilfully isolating herself as during a state of war. 

3 The Case of Uneconomic Retaliation 

But an uneconomic retaliation is theoreticaUy not inconceivable. 
That is. a reginn might choose to pay higher price. for non-Indian 
goods rather than obtain Indian produce of the desired quality and 
quantity at lower price. Business contacla with new sources might 
he opened and promoted at some extra financial outlay. Such 
deveiopmenla are quite thinkable under bellicose inspiration. 

Tha economic consequences of thi. 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 or U. S. A •• we have to take note of the following circums
tances. Firat. the U. K.. because of the preference estended 
to Indian produce. is likely. aa we have observed before. to incresae 
her takings of just thole goods which are to he hit by retaliation. 

Secondly. it will be a paying proPosition for the U. K. to divert 
a comparatively larger share of India' 8 exportafrom non-Empire to 
British marketo. because she will thus he enabled to function through 

1 BTl 1928 29, pp. IlO'1..sJ.O. 
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re-exporb as a mucli more important intenneiiiary between India and 
the non-Indian markets. • 

Finally, we have to call attention to an important consideration in 
connection with the imports as alfected by India' s preference for 
British manufactures. The very fact that India i. to buy more British 
good. implies automatically that as a 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. 

RetaIiation is not the proper tactic that economic statesmen of the 
non-Empire countries can think: of in the present juncture. We have 
already some experience of preferen tiaI tariff" and of discriminations. 
e. g. against Japanese cotton goods since 1930 and against Continental 
steel since 1927.. Up till now it is impossible statistically to maintain 
that India'. exports in any of the important lines have been hit by 
measures of alleged retaliation emanating from any quarter. The fall in 
export is a universal phenomenon today on account of world-wide 
depression. 9 India i& no exception and her fall need not be associated 
necessarily with any anti-Indian movement. Last but not least, it 
.hould 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 tariff 
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 pooition of r&<lXpOlta in th .. system of British exports from 1913 
to 1929 and for the depression yean down to 1932 see Btatiatical AI,.trad IlW tho 
U"ited Kingdom (London 1934), pp. S40-343. 391, 392-397. Nearly 12. per cent 
01 tot .. 1 exporto from th<\ U. K. is made np 01 re-exporto of imported goode. 

II World-Economic Bu",,01f 1931J.38 (Gen ..... 1933), pp. 21()'214. For the 
eommereia1 policy in general for the dep .... ion poriod Bee pp. 193-209. Ijee 
also 8arkar: rlIndian Export, Price and Excha.nge Movements on the Eve of 
Reoovery" in the PinaRCial Ti ... .., Calcntta, Jannary-Augnat 1934. 

IS 
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4 :1'118 Dumping Complex 

YI e are employing the expremons, price-cutting and dumping, 
in the same hreath. For practical purposes they may often be 
taken as intercbange;oble term •• ' In any case, the nature of 
dumping is. not precise. It is proper, therefore, to devote some 
attention to the analysis of certain factors like, say, price-cutting 
associated with the dumping co';"plex. or at any rate. to visualize 
some of the phenomena which under certain conditions are con 
damned as dumping by the parties. affected. 

At the outset it is . interesting to recall that since tI.e tariff 
Act of 191010 France has always taxed foreign goods which have 
enjoyed direct or indirect subsidy in tbe country of their origin. 
The Britisb system laewi.e taxes foreign good. 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 lower than the country discri
minated against. By sheer instinct of self-preservation. therefore. the 
latter .seeka 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 durnpinl. 

Ec:onomi~1Iy speaking, dumping is an apt reply to preference. 
Y/benever the .tariff is preferential. foreign suppliers may be said 
to tend to "dump". They cannot he expected to let the market 
wbich discriminates against them slip off their bands. And in 
or~r to keep the market as much and as long as possible in 
their band. they naturally consider it expedient to lower tbe prices. 
This lowering of prices is. in the lirat place. a pure bosine .. 
proposition and should depend. as it generally does.· on the cnst 
of producing the gnods. The more rationalized. the more techni
cally efficient. the more cartellized. trustified or otherwise 
scientifically organized the industry is. the more easy is it to 
o/fer the good. at lower prices and thus penetrate the unfavourable 
market in spite of diocriminating 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 diocriminated 
against. As a rule. wch a phenomenon need not be described as 

10 Gignouxf L' 4prir-Guem (Paris 1924), pp. 64-1i6. 



THE EOONOMICS OF RETALIATION 

dumping proper. But from the standpoint of the country enjoying 
preference or the country which Dffers preference the goods coming 
from the country discriminated against and penetrating the market 
in spite o( the diacri~inatiDn are liable to be treated as dumped 
good •• 

The country diacriminated againat may nDt always happen to be 
technocratically and financially better equipped. Under ouch circum_ 
atancea. therefore. a aecDnd aet Df conditiDns may come to its help in 
order that the market which discriminates againat it may be retained 
for itself. Discrimination or preference. nay. prDtectiDn and of course 
"promDtiDn of trade within the CommDnwealth·· are in the lut analysis 
nDn-econDmic. and eaaentially pDliticai by their very nature. They go 
against the Ricardian law Df "natural traffic" by all meana. The reply to 
them is therefore naturally non-econDmic and pDliticai. When a country 
finds that by purely econDmic methods it is nDt poaaible to counter
act the discriminatiDn agRinat itself and lower the pricea to the 
level of the preferred or favoured gDDds the state comes tD the 
reacue and Dffers auch facilities as may endDw the induatry with 
ouperior competing capacity. State aid1 can take the form of direct 
subventiDn. or subsidies. Subsidizing used to be the "lDSt general 
tactic in pre.war years. But since the post-war inJIation. especially 
in Germany. taught all Governments the magic Df,depreciated currency 
88 a means of prDmDting imports and capturing foreign markets 
the cDnscious and deliberate depreciatiDn of currency has lDDmed 
large in the .conacinusneaa Df aU states as, a new weapDn tD be 
wielded in internatiDnai commercial warfare. This. then. is the 
lateat species Df dumping recognized bDth in economic practice 
and theory. Perhaps this is the only species Df dumping according 
to extremist way. Df thinking. FDr ecDnDmic conaideratiD .... how
ever. with lpecial reference to competition in world markets from 
the standPDint Df price we shl;>uld cDnsider dumping tD' be any 
phenDmenDn which in one way Dr Dther. econDmic and non
econDmic. militates againat the syetem Df preference. Dumping. 
therefDre. belongs as much to the natural order Df econDmic relations 
between nationa a8 preference. As SDDn as the "mDat-favoured nation'~ 
clause i. :withdrawn. the wDrld-econDmy is autDl!1atically thrown 
Dver to the ayatel!! Df dumping. 

Let ua analyae !lumping nD'! from the aide of the market that 

U POOle: "H&ndelsvertraege" in llafidW;;.i ... bucA G#f' Slaat ... i> ..... cllaJ, .... 
Ergiiuunpband (Je .... 1929). P. 489. 
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;. being dumped upon and ascertain the different kinds of alleged 
dumping that the business world can possibly experience. 

In the early year. of the twentietb century the conception of 
dumping was very aiotple. nay. naive. While arguing, from the plat
form of free trade. that protection was, first. neither a remedy against 
dumping nor, secondly. as a promoter of dumping benelicial to the 
iodUBbiaI system of a country. Pigou described the phenomenon as 
follows ,-"Surplus produce is sometimes dumped into tbis -country. 
In bad times foreign manufacturer. 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, wben practi
cable. it ;. very convenient for them to dump their .urplus abroad 
and spoil the market of .omebody else"1O• Dumping was considered 
a8 but a form of or meal!8 to "disposal of surplus, "-effected. aa it 
might happen sometimes. with the belp of proteetion. 

But to-day dumping is said to take place wben a commodity is sold 
abroad at a lower price than at bome. This difference between external 
and internal prices can be brought about by state or private 
eubaidies. lowering of railway and shipping -freights etc. When 
the coat of production is low on account of -lower wages. taxes. 
social services. longer hour.. etc., it is p088ib~e to deliver the goods 
abroad c;heaper than the rates prevailing in- the importing country: 
This. however. i. not dumping in the strict sense. On account of 
currency depreciation also the goods can be delivered abroad at 
price. lower than the prices prevailing in the importing country. 
but the export prices are not neeesoarily lower than the prices 
charged at home. There is then in this instance also no real 
dumping. 

The circumstances which render competition !lilian- may -then be 
classilied as follows's.:-

I. The state may come to the aid of the competing industry by 
-bounties, eubsidie. or otb~se. 

2. Socialistic or Bocial 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. 

1» l'rot •• ti" 61'<1 P~.!~.l Dutie. (1906) pp. 7f4 11. ACC<Il'<Iing to Pigon, 
hundred p<!r C!!nt fre .. trader .. he was, dumpillg "is of course directly advanta-
1l00UB to no heca_ it enab~ us to b~ what we want At. low pri ...... 

18 Palgrave, ~ 01 Political B""""'1/ (London 1918), Vol. m, p. 
791. 
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3. The absence of such legislation may render the coat of produc
tion in the competing country relatively lower. 

4. On account of protective tariff 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 because it is through 
them that the oed 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 syotem 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 light 
shy of preference-dumping-antidumping complex. Anti-dumping 
legislation directed against japan (1933) is, then. India' s first 
inevitable step oi. d ois world-economy' in her career of assimila
tion to Empire-economy. no matter whether the alleged japa';ese 
dumping be a fact and how it is to be interpreted. 

5 Alleged oIapanese Dumping 

The U. K. went 0/1 the gold stand~ in September 1931. and 
along with her. India. The fall in the Sterling-Rupee complex 
led automatically to the appreciation of the japanese yen aa of 
the dollar, the Mark and other gold standard currencies. Japanese 
and other foreign goods appeared comparatively more expensive 
in terma of Indian Rupees than British goods. It was to save 
Japanese esport out of these inconveniences that the fall of the 

14 Gignoux : L' Apri • .au.n~ (par;" 1924), p. 64. 

16 I'TDb/ime. <W ClIQ""'g. O!I 1931 (Go"""" 1931), p. 161. 
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yen w .... planned earlY in 1932 . From the Indian aide since then it has 
been attempted to demonstrate that Japan has been systematicallY 
dumping her good •• The existence of dumPIDs is very diilicult 10 prove." 
If we take the case of the imports of cotlon 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 .... purchaser of Indian goods, for instance. 
raw cotton and pig iron. etc. haa 10 bear the brunt of higher 
prices. and therefore of higher costs of production. 

A. 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 proportion. than 
heroelf. Thus for the period of five months (January to May) 
the year 1932 marks an increase in imports upon the year 1931 
ill regard to all sources. a. follows :-

Country 1931 1982 Percentage of 
Yda Yds Increase 

1. Japan 143,011,043 167,719,847 17 
2. U, K. 146,541,465 202,008.179 88 
S, Othe .... 15,788,141 20,870,240 . ~ 

Total 804,841,249 ~,618,866- 25 

While the increase for Japan waa 17 per cent only that for 
the U. Ie. was 38 per cent. The Japaneoe increase cannot be 
regarded .... esceptiona\. -

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 esport in India. Thus. for 
inetance. the following prices were quoted in May-June 1932 for 
grey .himns (known as "Momo") and clltoty ("Hanahatei"): 

I. Momo 

n. Hanabate;i 

Idparb Price 
Yen. 

4'SO (May 18) 
4'10 (May 31) 
"'05 ,(June 18) 
1'05 ,(May End) 
1'025 ,(June Middle) 

Interael Price 
Yeas 
4'20 
"10 
'-05 
1-00 
0'93 

18 Btawmeat lubmitWd to the Indian Tarilf Board by the Jap ........ P;"" 
soods and YarD Merchants' AMaci.ti ..... Bombay, publiahed in TA. Indo-Ja_ .. 
2'md. B~ti .. (Calcutta), Bep-b,r, 1~, 
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The prices at which Japanese mills IOld for home consumption 
appear· to have been actually lower than those at which they 
booked orders for esport.· 7 In other words. dumping. strictly 10 

called. did not exist. 

11 The Japan .... question ha. Deen dealt with in some det.il by 8udh .. 
Kanta De: ''The Cotton T .... ilf: Ito 8igniliean08" in the Jt>urnal 0/ the B..,gal 
Natio"", Chamber 0/ Oommerce, June 1930. 0/. also Rashheb&ri B .... : "The 
Truth about Ja.panese Competition" (J. B. N. 0., March 1927), Dhireeh Ohakr.
varii: '''!' .. ztile Iud1l8t7y in India end Japan" in the J. B. N. 0 .• for Deoember 
1926. 8ee, further, 'Iud; .. '. Big Induotries on Trial," J. B. N. 0., September 192'1. 

SOl! Sarkar: "The Strength and Limitations of Economio Japan" and 
uBtl8iness Organisation aa an Aid to the Economio Ezpanaion of Japan" in the 
Calcutta B •• i< ... for N~mber 1933 and January 19M, "Indian Export,Price 
and Exchanga Movementa" in the Finat>ciai Ti_. (Calcutta), January-August 
IBM. 



Chapter X 

BRITISH EMPIRE VIS-A-VIS 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, a. we bave seen in a previous 
Chapter (V). much too dependent on non-Empire region. both 
in imports and exports to think of functioning in splendid 
isolation. 

India' a exports to non-Empire countries~ 
following percentages of total exports: 

- 1_ Pr&-war Average: 58-9 
2_ War 
S. Post-lOar 
4. 1921-lIS 
0_ 1928-29 
6. 1980-81 
1, 1981.32 

.. .. 48-S 
58-6 
69-9 64-. 
60'S 
55'5 

have evolved in the 

The p'ropomona 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· Indian movement or tariIf 
repri.al in these countries while enjoying preference in the British 
Empire. India's imports from these countries can be seen in the 
percentage of ber total imports from abroad in the following 
table :-

1. P .... war Average: 
2. War J' 

8. Post-war u 
4. 1921.lIS 
5, 1928-29 
6. 1980-81 
1, 1981-32 

30-3 
84-6 
84-B 
46-' 
46'9 
58-9 
51-6 

India depends on non.Empire countries for 57'6 per cent of her 
purcbases 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, al80 on her part while granting preference to India. 

1 BTl 1928-29, p. 111, 1981.$, p. 191, 1982-83, p. 183. 
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the Dominions and the I:o)onies cannot alford to ignore t1ie bulk. of 
her imports from non-Empire countries. Their percentage in relation 
to the .total imports has grown as tollows' :-

1915: 75'lS 
1925 : 'lQ-S7 
lwa : 7S'0()0 
1929 : 78'88 

The imports of U. K, and Ireland for pre.viOUB periods 
from the British Empire as well as from foreign countries are ab.,oWD 
below in the percentages of the total imports":~ 

Year Foreign Countri.. British Empire Total 
1856 7lN 24'9 100'0 
1871 78'0 22'0 100'0 
1881 16'9 83'1 100'0 
1891 '17'2 22'8 100'0 
1901 79'8 20'2" 100'0 

The exports of U. K. and Ireland's bome goods ftc> foreign 
countries as well as to:the Empire:for previous periods may' k seen 
below in percentage of the total" :-

Year Foreign Countries 
1856 11'2 
1811 77'0 
1881 66'S 
1891 65'2 
1901 62'4 

British Empire 
28'8 
83'0 
83'7 
34'8 
8i'6 

The U. K, is dependent on non-Empire countries 
per cent of her foreign goods. 

Total 
100'0 
100'0 
100'0 
lO()'O 
IO()'O 

for:' nearly 7S 

But in regard to the total exports of home goods the' percentage 
going to non-~pire markets is as follows:-

1918 : 62'82 
1925: 60'82 
lwa: 88'0£ 
1929: 59'00 

As for re-exports. i.e.. exports of imported goods t1ie non-Empire
countries have cOJ11D!8llded the following percentages of the total during 
~e last 6fteen years or 80 : 

1913 : 87'88 
1925: 89'£0 
lwa: 88'21 
1929 : 87'19 

2 Lab"",. r""" Book 19S(), p. 195; Btatimoot A./i8traet lor tlle United 
Ki"lldo .. (London 19M), pp. M&.349. 

3 Farrer: Fr •• 2'nJ<I~ " ....... Fai,. Trade (1904), p. 880. 

" Ibid., p. 878. 
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WJ>i1 ... enjoying preIerence iii ilie Briiiali Empiie til'.. U. K. can 
never ignore the conSideration diat 59 pf1r ceni of Ler expOrh and 
87'19 per cent o( her re-exPort. are abiorlie.l ill non-Empire 
markets. 

Her position is not radicany different from tliat of France. 
The imports and exports of Franee" (in franco) for 1912 are 

indicated belo'if: under two headi: (J) foreign l:ountriea and (2) Fi'encli 
~loni ... ! . 

1. ~ • _. , . . 

'-oreip Countries: 
Frenoh OoiODiea: 

J-oreigu ~tri .. ~ 
FHnoll iOdlODiea: 

Il.. Gener&l OilnlmilfCe 
Im~. 

9,354,800.000 
938,000,000 

10,293,600,000 

B. Special Commerce 

~ 
1,343,500,000 

1!87,300,000 

Exports 
7,801.000,000 
1,022,.900,00Q 

8,823,900,000 

Exports 
6,800,600.00(/ 

910,000.000 

2 Britis6 Investjijiiiits lri Non.liDpi,. Countries 
The foreign iilveotmenta of the U. K. indjcate.likewise. the 

extent to which the non-Empire eountriea normally inftuence British 
economy. The following cla8isilication exhibita the proportiona 
about 1930' :-

I. Empir. 
1. Australia. aIId N .... Zealanil : 
2; Oa.uadil and N • ."fou.ndla.ud : 
3. IndUI aIId Ceylon : 
4. South Africa. : 
6. Briti.ll Africa : .. 
6. Oth.... British Po ..... ion._ 

Million. 
£806 

494 
~~ 
185 , 
1lI7 
ISS 

£ 1,9:16 

IS GirlOult: Th. Colo!'"" Tariff Pol;" 0/ p.......,. (Oxford 1916), p. 165., For 
the lateab Iigur§a (1929) 8!'~ /IA""" .... BtatW,- a.. Ia I'm.... 1931 (pa.ria 1932), 

p. 2111. . . 
6 EwroJIG Vol. I. (Loudon). See &180 "Th. New OIlp~tal Marke\" ~ the 

MiIlkllld Bat>1o Month/II Bfl>;"w for J .. nual7-1'ebru&l7, Fehruary-Ma.roh a.ud 



CHART 14.. 

British Investments Ove ....... (1920-30)' 
(in million £s) , 

(1) Indi .. and Ceylon " •. Rest of the Empire 
~2) India and Ceylon ".. Africa 
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n. Non-Empire Countries. 

1. Europe: 
2. .Argentine: 
3, Oth .... South Am ... iea : 
4. U, S. A, : 
6, Asia aDd Africa : 

Millions 
£408 

342 
299 
278 
S6fI 

e. Me&ico and Central America: • 105 

The non-Empire countries 
exported by the U. K. 

£1,698 

Grand Total £ 8,6~ 

attract 46'8 per ~t of total capital . , '", 

. British" investments in foreign countries are 
three sroUP~ frnrr! 1920 to 1930 (in ';'illi~n £.) : ' 

tabled. below in 

Year !rotal India and Other Parts 

192Q 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1926 
1929 

1930 

53-2 
110-7 
136'2 
186'2 
134-9 

87'8 
111l" 
138'7 
148'4 
94'S 

lOB'8 

Ceylon of Empira' 
S-o 87'0 

lIS-ii 61'S 
86'1 89'4 
26" 6lI'lI 
2'6 10'9 

S'4 64'0 
11"1 49'lj 
1-4. 86" 
7'7 78" 

10'1 "'3 
28'7 41'4 

Non-Empire. 
f .... Countriel 

~2''l 
24'9 
69'7 
48'6 
1lO''l 
S0-4 
50" 
6Q'9 
57'3 
89'9 

88'7 

3 The U. K's Ne. Agreements with Foreigners (1933) 

The Imperial Preference Scheme of the U, K. is theref~e not l' . 
rigid one. It i. elastic enough to admit of modification.. For 
instance. in May 1933. a trade agreement came into operano11" 
between Germanr and the U.K. by which. as ann~unced by Reuter 
(April 28: 1933). the f"";"'er obtained tariff oonussions in' regard 
to the export of toys, musical instruments. cloeb. jewellery. 

October-November, 1933. r,," Co ...... ....a Pluu .. 01 the .World Economic Depre .. 
Ii... (Gentmi." 1931), pp. 26, 36, 201, 2OS; Eedeml B........ Buliof;.. (November 

1982), p. ~ s. well B8 8arkar, "jlicOIlomic Planning for. Bengal~' ill the 
l ........... c. and Fina .... B"";.,,, (Calentta), March 1983, 

1 M ......... nd ..... on I .. , ....... ,i"""l 'hade, Vol, n. Balance. 0/ Int ...... tionoi 
l'a1l"'."t. (GeD8V~ 1931), p, 178." ,. .. 
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hollow wares. safety razor blades and certain chemicala. In return 
for these concessione the U. K.got the undertaking that Germany 
would not buy less than 190.000 tons of Britishcoa1 and coke ev~ 
month (nearly twice the present quota). 

About the· aame 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 
quotas not more than 10 per cent below the maximum allowed under 
the Imperial Preference. The Argentine likewise agreed to import 
more Briti.h coal. m9Uu:.,;... • ...;d other engineering products. These 
mutual conceasiona were associated with a new British loan to 
Argentine 'Of £10.000.000 at 3~ per cent plus 1 per cent for amorliza.. 
tinn redeemable in twenty years. The loan waa granted mainly with the 
object of dealing !lith 'frozen credits and ,adjustments of Anglo-
Argentine trade,· . 

It ia therefore only a. an inteKl'al part' of the world-economy that 
the British Empire can prosper. . Imperial Preference serve. but 
to "rationalize" the reaourees of the British Empire on a more or leas 
unitary or federal basi.. Thi. economic concentration or consolidation 
movement will tend to strengthen the material foUndations of the dilfe
rent parts and raioe productivity. the standard of living and purchas
ing pow .... of each. Vi_IIi. the world economy the British Empire 
bido fair consequently to function as an economic;aIly stronger and 
more efficient limb thereby promoting the prosperity of other .. , 

lando. Imperial PreferenCe. in so far as it ia a tigbtening of the 
bond. of tile British Empire does not involve therefore a weakening 
or diuolutinn' of world-solidarity but becomes a stepping stone 
'to the establialunent o{ economic intemationaliam on a more solid 
foundation. 

.. lhe Crowth of U. K. as Market for Foreign Coods 
• 
The 'prosperity of the U. K. as embodied in the purchasing power 

.of the Britis!' people has implied good busineao for non.Britioh 
countries. Foreign good. have had an expanding market in the U.K. 
a. MOwn' in the value of Briti.h imports from abroad. The K1'Owth 
of the U •. K. as a market for German. American, Japanese and other . - - .. _-

8 !'The BritiBh ~e A.g1'eements," and "Empire Trad.... in the i./ovdo 
Hal>!: M.,.ililv (London), JIlD! and Octo~ 1933. 
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foreign goods can be watched in the following ligures of imports 
£rom the countries concerned ( in quinquennial totals):· 

COWltries 1866-70 1876-80 1886-1898 1896-1900 
£ £ £ £ . 

1_ Germany 89,1127,000 116,916,000 125,900,000 .143,600,000 
2_ U. S_ A. 223,340,000 441,770,000 437,600,000 604,300,000 
8. JapBll 1,036,000 8,003,000 4,100,000 6,900,000 
4_ France 176,782,000 212,986,000 203,200,000 261,400,000 
6_ R .... ia 99,200,000 89,428,000 106,700,000 106,100,000 
6. Holland 61,037,000 106,197,000 129,300,000 148,600,000 

The purchasing power of a country and along with it the demand 
for foreign manufactures rises becauSe of -, industrialization_ The 
growth of the average annual value of imports in regard to manu
factured goods for home consumption was, a8 the folloWing table 
indicates for a number of European countries. a atsti.tical fact for two 
decades previous to the world- war ( in million £8 ) : 1 0 

Country 1892-96 1397-1901 19(J2.()6 '1001-11 
1_ Germaoy 43'8 58'0 64-S 87-1 
2_ France 23-4 29-S 34-0 61-2 
S_ Italy 10-2. Il1-S lS'2 SI'8 
4_ R .... ia 12'S 19-7 19-4 81-4 
6_ Holland 24-0 SO-2 88-8 41-7 
6_ Austria H1IIig&ry 16-0 19'0 .22'9 80-& 

In Germany as in other countriell 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 J9J J than in )892. 

The quinquennium preceding the pr~t world-depreaaion has 
witnessed devhlopments which indicate that even industrial countries 
can espand as markets for manufactured goods. The following 
table exhibits ais countries. Belgium, France.Germany, Japan. U.K. and 
U.S.A. from 1925 to 1929" in their role all importers of manufactures. 
these being shown as percentage of total~imports :-

Country 1925 1926 1927 1928· 1929 1980 '" 
1. Belgium aud ·.is month. 

Luxembn.-g m·s 111'9 22-7 26'S 27'1 80'9 
2. France 12'S IS' \I IS'9 IS'S 26'9 tl3·S 
8. Germany 16-2 13'6 11-S 11'6 16-9 11-2 
4.. Japan 21'S 22'0 \12'7 24'5 ·24'0 21'S 
6. U. K. lS-5 IS'5 19'9 20'9 21'2 22.0" 
6_ U. 8. A. m·s lIS'O 25'0 115'0 26'0 26'1 

9 F .... ~r, pp. S94>891. 
10 8latiatical Ab.tnut. I&r the Pri".ipal <md other F •• tifl" C"""trl •• 1908, 

pp. 81-88, and 1914;, pp. 99-108. 
U "The World'. Trade in Manufactured Goods" ill the Midland Banlt 

M ... Mlv B~~. August.Sept. 19~1, p. 2. 
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. It j. noteworthy that with the exception of the year 1926 for 
I ' , .. -, ,." '! "." _ •• , ., - -_~. ...... ',_ _ •. . • 

Germany every year ~ been for each country a year of relatively. 
greater import of ma;;ufactures than the p;';cedi,j:g year."· The more 
industrialized. the more protective (}). the more Swadelhi •. the more 
"autarchic" or .eIf·sufficient these countries have tried to be. the more 
have they factually pought ~nufactured articles of foreign countries. 

Economically speaking. at any rate. the different countries· ·of the 
world-economy including the great industrial adults like the U. S ... 
Germany and others .bouId.appraae the strengthening or rationali· 
zation of' ·the British Empire as accomplished by ,eciprocat prefer
ence as the source of new strength fOr themselves in '!O far ., 
the outlets lor their goods have to be expanded in all directioDl."! 

111 The pooitiOll of Britah ""D.~ (per head) of <ertaia imported 
IItti~'" frolll l~~ tg 198i !D"T he """'! i!! the ~tatidicol Ab,""d l"f tI .. United 
.Kingdom (Londoa 19M), pp. S66,'!61. 



Chapter XI 

ECONOMIC INDtA VIS-A.VIS WORLD ECONOMY. 

i COnSequenDBs of tlili World EcOncimj 
It will be necesary now more than ever to realize the ptagma~ 

tic meaning of the international technocracy. i.e. the technical and 
cOmmerclal world:-aolidarity for peoples like \J8 situated as we. are 
on the' lower rungs of the indUstrial ladder: World_omy is 
but a phase. the most recent phase. in the ~nomic' and Cul
tural evolution of mankind. Bilt not every hwilan group or commu
nity is in a favourable enoUgh position ~ D.1ake the best uae of 
the "cOnjuhcture." 

The establishment of the air-service between England and 
India (April. 1929) and the phOne linka between India and 
Europe (May 1933) pointS to some of the preSent-clay World-forces. 
The tnisto, bot!> intenial and international. point to some other . world
bnifying fo,..,.,. that are governing the' daily life of eveQ'body. The 
advantages of thiS new world-order will be enjoyed. however, only 
by those peoples that are adequately equipped to utilize them in 
the most auceesoful manner. The economic atatesmanship of 
India will have to be perpetually alert on thiS aspect of equipment. 

In the &rat place. "';change 01 goOds is g.,lng on on an unpre~dent
ed aeale betweed the remotest Comers of the world; The producers 
of one countrY depend for their proSperity on the Consumers in 
another Country. The home market <loes not iiowadaya invaiiably 
loom large to the producer. The ~nblnic position is fundamen
tally one of "interpendence" in two rom.. > rust, movements Of 
manufactured goods froin the indUstrially adult to the young 
countrie.. and secondly. movements of raw materials and ....ru
manufactures from the young to the adult. But between two adults; 
e.g. Germany and England; the excliangl> consistS in the transfct 
.,1 manufactures from each aide. Among' adults America is rathe!' 
an exception in ,;0 far as she Is an exporter' of raw produce in 
conoiderable propOrtionS. 

Secondly; the' exPort and import of liuman materials. emigration. 
immigration. popUlation movements betWeen tile' two Hermspherea 
eon.titule . a most remarkable expreSsion of the' preSent ecOnomic 
Order; The "white" anti-Asian and anti-African policies in tile 
0. s. A; and the iltitiali DOmihiorill happen to be' dictated by 
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political. racial and imperialiatic chauvinism. But they are eISen
tially un-economic and anti-economic. Otherwise,. the distribution 
of population is taking place more or leas' according to 
the demands of. what may he descn'bed as "natural traffic. "
This distribution taXes. generally speaking, two forms. the 
migration of higher intellectuals and .technical experts .from the 
industrially adult to th't young countries. and the migration of 
mere hands (peasants or working men) fron the young -to adult 
regions. 

Last but nat least. there are the exports and imports of eapital. 
Finance seeks the best fields for .investment here and there 
and everywhere. )he forms are two-fold : investments of 
adult countries in the young, and loans of the young contracted 
in the adult countries. 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 intellectUala 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 intereat 
on the old loans contracted abroad a8 well as new ones: and 
finally. a favourable balance of trade in the young countries. India 
for instance. sella more goods abroad than she buys. 

2 The Eeonomic Realities of rndia 

It is in the midst .of these tendencies that yoUng as India is as 
an industrial and comml'rcial power she will have to promote 
her interests in intimate alsociation with the adults of the economic 
world. It is not .afe or prudent, however. for youngotero to be ~ terms 
of intimacy with the adults. 

ThUB considered. India's position might nat oppear to he very 
enviable. The chances that India, functioning alone and on the 
strength of her own re...urcea in capital and technology, may 
poaeibly have in regard ~ socio-economic elevation are ..... Iik'lly to he 
very remote. World-economy as .such can but forCe India to 
understand her limitations along the entire front of her .economic 
life. It is only when one fully realize. the impact of international 
~echnocracy and solidarity on ,the weaker mem~rs of the 
world-system that .one can rationally appreciate how india'. 
formal a .. imitati~ to . the Empire-economy by Imperial 
Preference bids fair to mark' an important .tage in the uplift of her 
million. on the economic plane. Imperial ~eference, rightly applied. 
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may to a certain estent, save India from the hundred per cent 
"freedom" in international competition and enable her to assimilate. 
at lOme 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 Britsin. 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 moat &:uitful British activities in 
the fields of social assurance and labour welfare ought likewise to 
have repercussion on Indian public life or Government enterpr'dle. 

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 a8 a rule thirty to forty years too late. 
The cultural agencies in India should attempt to promote spiritual 
contact between India and British progre88 in a systematic. com· 
prehensive and practical manner. Or. at any rate. to be leas 
aggressive. the connecting links ought to function more efficiently or 
adequately. ' 

There is a class of metaphysicians 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 to fail to assimilate the British developmenta in 
economic and social evolution." 

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 revolution. 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 gild. 
were governed in the main on similar and almost identical linea hoth 
in the Eaat and the West.1 And during the nineteenth and twentieth 
centuries. 'whenevel' and wherever in Japan, ~na. India or T ur!tey a 

1 Sorolrin: Primipl.. of Burol-Url><m Soelolouv (Boston 1929), pp. 359, 
4l!O-481, Boutee-Boo" of SotioloUlI VOJ.. n, (Boston 1932), 671-li73, 596.601; 

HiI!.brandt : Alt'ndirohe Politi" (;rena, 1925); Barkar: "Realiti... in the Rela
tions batween Eaat and W .. t" in PTUbhuddha Bharuia (Calcutta, February 1934). 

17 



1110 IMPERIAL PREFERENCE 

modem workshop haa been established. no matter whether under 
foreign or indigenous initiative.-the ... me "modernism" in labour 
conditions. busine&& organization. economic legielation and social 
welfare movements .... well .s in the so-called philosophical attitudes 
or outlook on life .nd the universe haa manifested itself in these 
countries a8 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 to 
remain in large part still in the mediaeval-agrarian and pre-industrial 
silages. The advances that we have made in modernization are partial 
and baiting. • A thorough-going uptodatization ·of Indian economic 
and 80cial structure i. the one grand mission of patriotiam at the 
present moment. 

We need a fresh orientation, likewise, to the diverse creative forces 
ill the country. It must be clearly realized that commercial prosperity 
cannot be achieved unle .. there ia a simultaneous and parallel growth 
in our agricultural wealth .... well as manufacturing power. It is aZri
culture. and induatry that furnish the very raw materials of commerce. 
The function of commercial people consists fundamentally in the mere 
transfer of good .. or services "ot only from place to place. but alao 
from person to person and time to time (as in banking and insurance). 

It is by transfers or movements that commerce creates valnes. 
But the ggods and services, or. in other words. the atuf. to be handled 
by commercial. transaction are the gifts of agriculture and industry. 
As the background of • proaperous commercial India we have 
therefore to look for an intensified and modernized agricultural system 
... well .. richly diverai6ed manufacturing enterPrises. The three 
arm. of the creator of values, although dilfering a. they do in their 
modes of operation. must have to be attended to by economic 
atateamanahip in a unified, organic policy of natiooal welfare or 
"economic planning," as it is fashionable to say at the preaent 
moment. Every measure, legal or technical. that is calculated 
to .dd to the yields· of our &Oils. and everyenterpriae that help. 
forward the utilization of our raW produce for semi-manufactures 
or finished goods in our districts will have 10 be watched with the 
keeneat interest by the representatives of our commercial busineae. 

I Bark .. : Political Philolophi.. Sin.. 1905 (Madraa, 1928), pP. 965-66. 
"Indiena EntwiokIung im Vergleich"" EUI'-Amerika" (D ... tath. 'Bund .. luJu. 
nlll'liD 1930), "Boeiet. eel Economia nell' India antica e moderna" (A"fIOli di 
Kcoo&",;a, Milan 1930); Di. E .. twickl .... p .. lid wcllwirncluJ/tlicAe Bedeutung dOl 

mod .... , ... 1OOion ,Stuttgart 1931), pp. 1Hl. 
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And automatically comes the question of ezperts in these different: 
lines of economic activity. India needs not only the commercial 
heads.--bankers. insurance men. stock exchange and share market 
.pecialists, and traneportation experts, -but chemists and engineers 
aa well. It is chemistry and engineering that are in urgent demand 
for the agricultural renaissance and industrial traneformation of India. 
The prosperity of commercial India will depend on the quality. 
quantity and variety of co-operation that our bankers and other tradere 
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 pioneera of our commerce. 3 

3 Mutual ExploitatillR In Imperial Preference 

The subject of Empire Development deserves. therefore. a more 
careful and intensive study in 1ndia.6 (t is time to realize how much 
of India'. industrialization, agricultural progress. banking developments 
and material prosperity are connected with the British "key industries" 
movements. Overseaa Trade Facilities Act ( 1924) and the Finance 
Act of 1925 aa well aa aubsequent 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 
previous sections. 

The British Empire is a legal and political unit. The prqblem of 
Empire Development consists in traneforming this unit. into : an. 
economic entity. aelf-auflicient or "autarchic, •• 10 far aa it is practicabl"l. 
as the "Empire Cru .. ders" have been attempting. From the Indian 
angie we have only one problem to discusa in this connection, 
namely, -"I. there anything in all these recent British schemes 
likely to be economically beneficial to India)" In others words, 
we have to analyze the final 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 anawer that should ·.eem 
to be the most appropriate is that they are not the Bengali people. 
It is the British capitalists in Scotland or the British entrepreneurs 

\ 

II Sarkaf' .JJ: ............ lifl>elop_t (Madras 1926), pp. 41&411. 
.. 8arkar, "Economio PlanuiDg for Bengal" (I ......... ,,~ .. "" 

11.9ittB, Calcutta., MImlh 1933). 

' .. 
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in .India whose enterprise i. cMelly responsible for the little joy 
and sunshine that there ie in the rural cottages of Bengal. 

On the other hand. who are the best frienda of British labor. 
specially of such as. ie employed in .the export industries of 
Lancashire. Yorkshire and other countries} It ie 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. 

Modem economic life ie, as often discussed above, not governed 
by the village. town or even national market. National economy has 
virtually ceased to exist. Weare living today in the epoch of the world
market. It is 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 economie processes all along the line. 

It ie hardly possible today to maintain the dogma of "exploitation." 
One should like to know who ie exploiting whom. IE Indian 
agricv.lture ia being exploited by Great Britain, no less are British 
talent, British organizing ability and through them the world-market 
being exploited by the Indian people in and through the adf-same 
agency. Command over Indian raw produce ie certainly a great 
advantage for Great Britain. But the creation of a steady and 
expanding market for the gooda' produced by Indian brawn and brain 
is no less significant an instrument in the struggle for existence assured 
to India by British industrial organization. The exploitation of 
Great Britain'. material and manual resources by India, although 
perhaps unconsciously and rather passively. ie one of the greateat 
facta of modern civilization. 

IE, then. one must use the word "exploitation" at all. it ie an 
instance of mutual exploitation that has been obtaining in the
relations between India and the U.K. How to promote' this mutusl 
exploitation more extensively and intensively according to the 
changed circumstances of the' day ie the problem of Empire 
Development, as Indiana should conceive it. espeeially now that 
reciprocal Imperial Preference loa- been introduced. 

IS From a 'luinquennial average of lis. 508,600,000 during 1864-69 the ex
porto from India rose to Ro. 8,635,100,000 during 1924-29. ~ BTl in 198Jl.&'1. 

P. 188. 
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4 India vSa 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 economic situation is practically identical in so· 
far as the present problem is concerned. Each one of them i. 
young in capital power and has to depend to a considerable 
eItent on the in8ux of this agent of production from the U. K. 
The main responsibility of the U.K. 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 fielda for investment. 

Ail 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 over-night. The possibilities of labor supply 
from the U. K. or of migration" from "desirable races" are more
over very limited. Both Australis and New· Zealand suffer therefore 
from natural limitations in regard to their capacity for absorbing 
British finance on a large scale. 

Likewise is Africa'. capacity to absorb British capitsl limited for 
the time being. Much spade-work remains to be done in the line of 
transportation and communication. Besides, the question of man
power is especially complicated because of the fact that the tsetse 8y 
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 

II For British emigration to tit. Empire countries in North America, 
Auatrali .. and New Zealand, South Afric .. and eloewhere _ the StatuI/cal 
Ab.tmct /",. tho U.K. 1913-1932 (London 1934),.p. 18. The figure haa steadily 
""me down from 182,217 in 1924 to 106,900 in 1929 and 21,249 in 1932. See 
alao A ........ in Bt .. tuti_ Ii! /a SQciit4 d .. NatioN 1931-82 (Geneve),. p. 66. 
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it;' in the teeth of keen competition with American finance that 
Briti.h 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 and human resources. 
is for British capital the moat convenient lucrative field of investment 
in the Empire. And yet in recent years no definite declaration of 
policy in regard to India seems to have been made from the side of 
British financiers. In regard to the Dominions the goal baa been clearly 
laid out as follows :-

• 'It ia 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 aafety of the Empire as a whole. and that every 
elfort should be made to maintain those that already exiat and 
encourage their growth where as yet there are none.·'· 

Now that Imperial Preference ha. become law the declaration of 
such a policy of investment in regard to India .hould be considered 
overdue. Objectively speaking. it is curious that. as we have seen 
in a previous connection. relatively email proportions of British capital 
have been reaching India in comparison with the amounts reaching the 
Dominion. and the Colonie.. Let us take the period from 1920 to 

1923. The proportions are •• follows (in millions): 
Year. 

1920 
1921 
192» 
1923 

India and Ceylon. 

£ 
3-0 

29-0 
36'1 
2.N 

Empire minus India 
and Ceylon, 

£ 
37'0 
61'S 
39'4 
62'2 

Total 94'0 199'9 

During these four years India and Ceylon obtained £94.500.000 
wbilethe shore of the rest of the Empire' was £199,900.000. The 
Dominion. and the Colonie. obtained more than twice. the share of 
India. 

From 1924 to 1930 the situation waa as follows (in millions):-
Year. India and Ceylon. Empire minu8 India 

and CeylOD. 
£ £ 

1924 S'6 70'9 
1925 s·, 64'0' 
1926 2'1 49'9 
1927 1'4 86'4 
1928 ."., 18'4· 
1929 10'1 44'3 
1930 28'1 41'4 

Total 66'0 426.3 

'7 lI<!aver""",k , Mmpir§ FT.. Tmd. (Landau 1929), p. ·14: .. 
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During these seven yeats the Dominions and the Colonies 
obtained in the aggregate more than seven and a halt 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 p_ of the Empire were being furnished with the 
"sinews of war," India was compelled to carry on without 
capital. The entire poat-war period has been'one of capital famine 
for India, in 80 far as eztemal bmmce is concerned. One realizea 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 a. a rival to India 
as a claimant to to British capital ,-

Year. India and Ceylon. Africa. 
£ £ 

1924 2,600,000 16,000,000 
1926 8,400,000 IS,OOO,OOO 
1926 2,100,000 6,600,000 
1927 1,400,000 28,000,000 
1928 7.100,000 16,600,000 
1929 10,100,000 10,600,000 
1930 28,100,000 26,500,000 

Total 06,000,000 118,000,000 

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 
and investments toward. her as towards India,8 

5 India', Capital Requirements and British Labour 

It is certainly difficult to account for this relative indilferentimi 
of the British investing public in regard to india. And it is adding 
insult to injury when the External Capital Committees'. Report 
cornea to the conclusion that "India already po_es a large 

8 M.morandum"" 1n.t ....... fionGI Trade 1921.29, Vol. II, Bolo ..... of 1m .... 
national P .. I/ ...... t. <a-•• 1931), p. 178; Federal 11 ....... B"U.ti" (Washington, 
D.o., November 1932); p. 698; Midland B""IO Monthlll Revi ... (London, January 
February 1993); Lab ..... Y ... ~ BoolO 1980 (London), pp. 145-146; Also "'prII, 
pp. 122-128. 
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store of potential capital" and emphasises the general principle 
that "the reaisolution of the problem lies in the encouragement 
of the Indian investor." 

It . should seem 'that the problem haa not been envisaged in 
its proper perspective. A correct reading of the situation and the 
needs of economic development should lead to quite the contrary 
advice. The development of india' s internal capital should undoubtedly 
be the goal of 8tatesman~hip. But the sheet anchor ·of India'. finan. 
cial policy for some long time should consist in the encouragement 
by all means of the inDus ·of external capital on reasonable terms. It 
ia in measures calculated to facilitate the administration of adequate 
doses of external finance that we should lind 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 labour. 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. 

Thi.. however. is a misconception arising from an inadequate 
realization of the processes involved in foreign investment. When 
British capital is invested in India or anywhere else outside of the 
U. K. people aa 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 chieDy. if not exclusively. two things : 
first. export of gooda and. secondly. export of services. 

In case more British capital were to be invested in Indian ent_ 
prise we should then see India purchasing more British good. and 
employing more 'Britons in certain grade.. 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 hand. in the U. K. 

We may take the oils and fat •• 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 
aecond grade technical as well as some high cIaas technical services 
alao. ~at .isneeded is an oil-trust. leather-trust or sugar trust, 

at the metropolitan cities to tap the resources in the villagel and 
establish factories in different districta.-alI financed and controlled 
by the central syndicate. As soon as the trusts begin to function 
.India will need machineries. tools and implements. and chemical •• 
as well aa engineers. chemists and oraanizera. And all this can be 
taken care of by finance in London. 
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The advantages on the Indian aide 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, hardly anything prejudicial can 
happen to the British working claB8es, for a growing market is auto
maticaUy created for the products of their labour. Besides, it is 
ael£-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 ""pita! tends 
to be abroad looking for employment. 

B Industrialized India a Foundation of World Prosperit, 

Here. perhaps. the British industrialists and exporters may have 
their objections and not without reason. For. we are looking for
ward to an all-round 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 industrialization. -involving, as it does. machineries and chemical 
fertilizers on the technical .ide. 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 teU in 
the long run on the U. K:. manufactures. 

But here, again. the situation is not so peBSimistic as it appears 
at;irst sight. All the countries that have been getting industrialized 
since the War.-Latin America. Soviet Russia. the Balkan States. Italy. 
q,ina, India,-are in need of tools and implements.-Produktionsmitte/ 
i,e., instruments of production.-involved in the processes of industri
alization 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 

9 Di. tDi'li.chaftlic1l.s .. KTdjte del' Welt (Dresdner Bank, Berlin, 1921); 
Woytinsky, Tal_A ..... tId ZahleR Europa, (Vi~a 1930), pp. 166-160; S .. pra, 

PP. 98-100. For comparative .... d historical 11_ relating to the big steel, 
chemical, textile, and electrical {(powersu see AnmtBira Statiatique 'if Ia 
8latiriiqu~ (le .. erale if. Ia F ....... 1931 (paris 1932), lIP. 12', 305', 334'. 348', 
845'. 
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. these countries are the richer they become. their purchasing power 
increases and along with it the demand for foreign supplies." 

So far as India ia concerned. the true patriotic regret should 
be not 80 much that ahe has bought British goods but that she has 
been too poor to buy enough of them. This is another way of aaying 
that India been unable to produce a large number of good. of different 
qualities to pay for the imports. The more India advances in 
Swode.hi. i.e., in indigenous industry movement the more will abe 
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 reo 
arrange their manufacturing forcea and change the direction of their 
aervicee to mankind. They will have to specialize in the bigher 
and finer claeeea of goode, 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 ia being consummated under om very 
eyes. But thisia in no way detrimental to the interest of the big 
industrial powers of today. provided they kno,.,. how to go on in 
a wide-aw.ake manner. 

The exports and imports of the eight induatrial countries. namely, 
Austria. Belgium. Czechoelovakia. france. Germany. Italy. Switzer
land and the United Kingdom between themae1vea in recent year. 
show that induatrialization in stead of being a IUndrance has really 
been a etimulus to the trade in "6niahed goode'.. The foreign trade 
(export and import) of these eight countries combined from 1911·)3 to 
1927·29 can be seen in the following table arranged as it ia in three 
categories of commodities (in Reich~r1c.)11 ,-

Goodo 1911·18 1927·29 
l!.M RM 

1. Food stuff., inoludirla living animals 4,300,000,000 3)900,OOO~OOO 

2- Raw Material. 11,300,000,000 18,000,000,000 
S. Finished Goodo 18,800,000,000 19,100,000.000 

Total 119,400.000.000 86.000.000,000 

16 Mid14nd B""A; M01lthlv Be",..., (London) on British and AmarioaD Capi. 
klin tbt "....-1 of t~' Bmqal Nahoool Chamb ... Of Co......,.. •• December, 19S1. 

11 Bohlote: "Zur ~ der sogen&Dl1ten Enteuropiisiernng .... 
:Welthandela" in W~ltwirl.ehaltli." .. A.eM" (J ..... ). for April. 19l18. pp. 883. 400. 
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The percentual proportions of these three categories of goods were . 
as follows during the two different perioda :-

Period 
1911.13 
1921-29 

Food 
14'5 
10'8 

Raw Materials 
88'5 
86-1 

Finiahed Goods 
47'0 
53'1 

Total 
100-0 
100'1) 

The trade in food went down from 14'5 to 10"8 per cent and 
that in raw materials from 38'5 to 36'1 per cent, But ao far aa finished 
goods are concerned the trade went up from 47'0 to 53" per 
cent, During 1911-13 finished goods constituted 47'0 per cent of the 
total foreign trade of the eight countries in question. During 1927-29 
the proportiOn was S3 'I per cent. And in abaolute ligures,-with 
1911-13 as 100. the trade in foodstuff in 1927-29 was 92 and in raw 
materials 11 5 while that in finished goods 139. It is in the field of 
finished goods that Austria. Belgium etc, have grown into better 
purchasers of one another than in regard to other categories of 
commodities, 

From 1920 to 1929 while the total imports of the U, 5.10 went 
down from 5.278.000.000 dollars to 4,399.000.000 dollara the imports 
of "finished goods" actually rose from 877.000,000 dollara to 
994.000.000 dollars, In Germany during the same period the imports 
of finished goods were more than quadrupled ( from S58 million Marks 
to 2.269 million M) at a time when the total imports were increased 
leu than 3Y.z times ( 3.929 million M to 13.447 million M), 

During the quinquennium 1924-29 Czechoslovakia more than 
tripled her takings of foreign finished goods ( from 1,995 million crowns 
to 6.229 million crowns I while her total imports were IeBB than double 
(from 10.221 million crowns to 19.876 million crowns I. 

In Italy the index of total importa rose 23 per cent only from 1920 
to 1929. but that of imports in finished goods rose 61 per cent, 

The pre-war average in Indian .1 imports of manufactured goods 
was valued at 1.120 million Rupees. It rose to 1.930 million Rupees 
in the pOlt-war quinquennium. The rise WIUI n per cenl. During 
the same period the total exports rose from 1.460 million Ro. to 
2.540 million Ro. the rise in the coefficient being nearly 73 per cent. 
Foreign goods in the line of manufactures were rising in the import 
schedule almost in the same proportion as other kinds of goods. 

III The tripartite c1aaoiJication of imoPorlls for til..., and othR oountriea from 
1821. 1812, 1894 etc. down to 1931 may be ...... in tha An""",,.. Slati.tiqu. d. I .. 
"' ........ (pan. 1932), pp. 889"-391." . 

13 BTl 1928-29, pp. 148-149, 1932-33, pp. 160-161. 
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From "the peak a8 represented by the post-war average the total 
imports came down to 1,330 million Rupees in 1932-33. The decline 
w .... 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 leaa than that of other 
goods. But altogether from 1905 to 1933 the imports of manufactures 
mat be taken to have advanced almost parallel 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 Bome of the article. 
mentioned in another group which is known as "mainly unmanufac
tured," "Oils, vegetable, minerai and animal." for inotance, are 
to be found in that group. The imports on this item are quite heavy, 
for instance, Ro. 39,488,000 { pre-war average l. Ro. 82,833.000 (post
war average), Rs. 115.323,000 ( 1928-29) and Ro. 80.001,000 (1932-33 ). 
IE 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 so. 

The Uidustrialization 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.'· 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 exporter •. 

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 &apect of India' a 
fundamental economic problems ao a member of the British Empire. 
India cannot afford to be neglected and discriminated against. If 
India is to function as an e/!icient member of the Empire economy she 
must have adequate supplies of British capital on reasonable and 
honourable terms. Students and _teamen of Imperial Preference 

14 Bark .... : 4W:1i£d EcQfiOlll;" Vol. I, (Calcntta 1932), pp. 269, 290-lI91. 
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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 en visaged from 
the Indian angle. 

The other aspect of Empire-economy which affects India 
profoundly lies in the domain of inter-imperial population movements. 
India has 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 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 migtation 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 true of undeveloped. new 
regions, each one of which is bound to be a multi-racial. hetem
national. polyglot state. Here one touches indeed the very 
foundations of the modern world and the anatomy of contemporary 
civilization. 

EconomieaIly speaking. it would be as suicidi..I 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 
labour force exclusively to South Africa."· But it is doubtful whether 
the growing social ideals of birth control are going. to be sacrificed 
in the interest of the Dominions. Economic considerations should 
therefore counsel South Africa not to close. her doors to Indian 
immigration. To use an old Ricardian expression, it is the demand. 
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 haa become the fundamental principle 
of Empire-economy South Africa's obstinacy in the matter of 

15 For emigrati<>n ftolD th~ U.K. to South Africa .. e 8t: 4b.t. 1918-S~ 
(London 1934), 1'. 18. 
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From the peali 88 repreaented 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 depreaaion the fan in 
the imort of manufactured goods was SO'3 per cent, i.e., slightly deeper 
( from 1930 millions to 950 millions). The import of manufactured 
goode was therefore relatively somewhat Ie.. 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 
good •• 

It is, however. necessary to observe that in Indian statistics the 
category, "6nished" goods. is not used. We have taken that group 
only which i. described as "articles wholly or mainly· manufactured". 
But perhaps it should be reasonable to include some of the article. 
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. Re. 39.488,000 ( pre-war average l. Re. 82.833,000 (post
war average ). Rs. 115.323.000 ( 1928-29) and Re. 80,001,000 (1932-33 l. 
IE this and similar items are added to the previous group the 
proportion of "finished" goods to other goods in India'. imports 
would- be found to have increased during the last quarter of a 
century 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 ought to be appreciated by industrial adults like Germany 
and the U. S. A." As an aid to the increase in the purchaaing power 
of Indian agriculturiato Imperial Preference should be appraised as a 
source of inspiration to the German and American exporter •• 

Continental and American economists ought therefore to look upon 
industrialized India and the new British Empire-comple" as the 
foundation of world-prosperity in the long run. 

7 India's Emigrants and Empire.Economlf 

The import of capital:from the U. K. i. 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 Briti.h capital on reasonable and 
honourable term., Studenta and statesmen of Imperial Preference 

U Bark .... ' App!~d Eco"omi .. Vol. I. (Oaloutta 1932), pp. 269, WCl-1l91. 
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both in India and the U. K. would have to devote greater attention to 
this item of reciprocity in inhs-imperial relations as envisaged hom 

the Indian angle. 
The other aspect of Empire economy which affects India 

profoundly lies in the domain of intez-imperial population movements. 
India has need to ezport a part of her human ...,oomces and she 
cannot alford to be discriminated against in any region of the Empire. 
It is not enough to establish recjprocity and preference in regard to 
goods only. The two other arms of in_tional trade. namely. the 
migration of 6nance as well as the migration of labom. also will have 

. to be attended to in a genuinely imperial manner. 
India has already a South African question which hom the Indian 

side cannot be taken as eIosed. Students of EmpUe-ec:onomy will 
have to di........ to what estent South Africa is in a position to evolve 
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in the interest of the (), • - _ E. _ ;. ~ eLouIcI 
therefore CUWiRI Soada Africa _ ... d&.e ..... dams to Indiau 
immigratjon. To __ an dd Riardiaa....... ._. it is the demaud. 
of "natnraI tra/Iic- tLar __ Lda ... to s....th AIrica. The immi
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15 For ...... alimt ....... tile 1T.Jr.. .. s-tlt Afriea _ Sf. A&sf. 19l3-31l 
(1-.... llIGt), p. u.. 
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declaring herself a forbidden land to Indians can but be tantamount 
to perpetuating an economic anachronism." 

8 SnraJ Through ' .. perial Preference 
The full import of Imperial Preference remains to be underatood 

not only by the British financiers. Continental and American 
economists ae well ae the Dominion alateemen but aloo by the Indian 
nationaliats. 

One must not ignore that "external" capital apeare objectionable 
to Indian patriotic sentiment. But whatever be the sentimental 
orientations to British finance. our nationalieto and patriots must not 
forget the objective fact that it is mainly through thia capital that 
India is already the eighth industrial power of the world and that 
not obly the working-men. but also the intellectual c1aases. thooe who 
constitute the back-bone of the SlDaraj (self-government) movement. 
owe their awakening and spiritualization in a great measure to the 
enterprisee run or controlled by the British people in India. And 
more Britieh capital will imply more prooperoue peasantry. more 
organised: and efficierit labor. more oelf-conacinus middle cIaoe and. 
paradoxically enough. more SWtUaj. 

The time i. opportune for discU81ing the. eatabliehment 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 alai to 
represent it permanently in London. The functions of thia set of 
officers will consist in connecting the dilferent resources of the 
Empire with one anothereapecisIly 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 politicsI relations 
between nation. are going to lose much of their traditional significance. 
International intercouroe bide fair to aasume the character of a round
table study of the raw materials. human agencies. and financial 
resources of the world with a view to the fulleot utilization of each in 
the interest of the happiness of mankind. The patriots and nation
aliots of the different sections of the world must have to re-ehape their 
philosophies and policies en rllPport with the demande of the new 

16 The NationaliB, Party, the north~rn section of the South African Party. 
as well ... the Labour Porty a.e an anti-Asian in policy. Bee Political HGRdbook 

-/ fA. World 19S0 (Oouncn !!J Foreign Relatione, N!!W York), pp. 1'11-172. 
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era of Imperial inter-dependence. mutual exploitation and world
economy. The economisl8 of India al80 will have to get oriented to 
the new foundatiolUl of her national economy and learn to develop it 
as an integral part of Empire-economy. 



Chapter XII 

CONCLUSIONS 

On an unpolitical. economic analysis it appears that Imperial 
Preference is one of the importsnt factors ~culatea to help forward 
the industrialization of India and heighten the standard of living of 
the British working classes and consequently to enable the British 
Empire thus enriched to function as a better purchaser of non-Empire 
goods. The rationalization of the British Empire brought about 
by this Imperial Preference ought then to be appraised as a solid 
plank in the tightening of the mutualities invDlved in the establishment 
of the worl4-economy on a sound foundation. 

The study has been conducted from the standpoint of comparative 
tariff policy and as Dbjeetively as possible ,on the basis of international 
statistics 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 bave indeed constituted the milieu of 
the entire analysis and furnish the keynote t!' the interpretations ,of 
the da~a brought together in this survey. The study may well close 
with a resum'; 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. HistDrically 
8peaking. it i. interesting to ,observe that the wealth ,of natiDns has 
grown under the one tariff as under the ,other. Pragmatically 
cDnsidered. it i. just the conjuncture,of circumstances. more political 
perhaps than econDmic Dr social. which brings one policy into 
greater limelight than anDther. And at any rate. the conjlmcture is 
usually too pluralistic tD admit ,of any factDr. however powerful. 
aa being regarded a8 the exclusive or "determining" factor. It 
should be ao unlcientilic tD be a tariff monist as a currency monist. 
Indeed, in every economic complex the two forces. technology and 
business DrganizatiDn. both invDlving finance as a matter of course. 
have alwaye played such a great role that it is well nigh impossiblt:> 
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to scientifically isolate the tsrilf policy and examine its unaided 
contributio... to the ge~al 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 as such is in the long run not necessarily 
an effective berrier to international trade. i.e,. a positive hindrance to 
the export and import of goods except perhaps superficially and 
temporarily. as one can notice today in the epoch of world economic 
depression since 1929. And in any case. proteotion cannot be charged 
with having retsrded the progress of. mankind in the atandard of 
living. purchasing power. financial strength etc.' 

A. a tsrilf policy. Imperial Preferenr,e of the reciprocal brand is 
protective so far as the U. K. and the Dominions are concerned. but 
generally free from the stsndpoint of India and the Colonies. ne issue 
of free trade Oetous protection is in the Itnt onalg.i. not an important 
consideration. ne most important item is the channel along which 
the energies. capital and population resources as well as finished good. 
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 tariff policy 
in India although not to the same extent as in the U. 1<. under the 
Import Dutie. Act of 1932. 

ne Ottswa Agreement of 1932 bids fair to be as epoch'making 
in the transformation of the world's economic syatem as the Cobden
Chevalier Treaty of 1860 and the Deutscher Zolloerein of 1833. In 
its actual economic consequences for the Empire-economy it is likely 
to be as far.reaching a. was the Zolloerein for Germanic tenitorie.! 

The Empire.economy i. not going to be a geachlossener 
Handelutaot ("closed commercial atate") 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. ne four Empire regions will tend to become "richer" and 
therefore to buy more from and sell more to the non·Empire world. 

1 S .... kar: Applied E •• nomic<, Vol. I, pp. 293-294. 
2 For Germany today alao a preferential system i., being demanded. See 

Werner: "Bunden Jahre deutscher Zollverein" in 2'.."."il< .. nd Wirt .. lw./t 
(Berlin, January 19341. PI>. 5-10. 

In this connection it is important to examine the problems of preferellC$ in 
.... gard to the Danubian economies such ... are analyzed b7 Bantus in Lo M.ia of 
Paris. 80s B<;f"QM Bc .... ""'" (N .. pl .. ) for April 1934, pp. 800-307. 
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The iea:~' lIre-ob;;'.1is. P~litical autarchy Cab be. 118 it has 
heen •. .,. reality"; but except in primitive anthrapolosical conditions 
e/!onomic: 'autarchy' is • ':ontradiction in terma. In the politicallield 
,nationalism, ill by nature excluaive. but as soon as economic nation
,.Jism ma,kes' its appearance it dissolves itself into an active agent 
in economic internationalism. The wealth of a group fructifies 
by inlluencing the econ';mie activities of its neighbours.' 

Under the legis of Imperial Preference the circulation of goods 
fOl' .eonsumption as well as production. services and capital 
between the different member. of the Empire is likely to be more 
intense and vigorous. But this intensity and vigour can but 
manifest themselves by inlll,lencing the outside world as consumer 
of its goods and producer for its markets. Imperial Preference 
which is apparently intended to bring about an economic 
autarchy for the British Empire will factually tum 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 admit of new "preferential" arrangements with' 
non-Empire countries. 

Within a few .months 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 certain quota of bacon. butter, and eggs. A similar 
reciprocity was entered into between Germany a..,d 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 treatment 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 1"0r internaticmal nnance and conuneroe as the baais of Indiaa national 
econolDT ... Sa.rkar: ''Th,. Economic and Fina.noial Policy" (IAdia .. Uom ....... ci<ll 
and Sialioli<al 11'''';.'''. Calcutta July 1934). 

4, Supra,p. 128; see aIlO "The British Trade Agreements" in the Llov<U 
JJaflk M • ...tl>lv for Juno 1931! and "Empir~ Trade" in tIt~ oeme Review for 
OctQber ;was, 
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These indWltrializations (the so many 5waduhi movements Within. the 
Empire) will lead to an overhauling of tho .induStri.dllystem of the 
U. K. itself. While the foundatio_ of the Producliv~ system and
economic order in the different parts of the Empir~ ov_a- ar<l 
going to be relaid the organization of industry and trade at-- th .. 
"metropolis" cannol but undergo a fundamental remaking. . 

Those indWltries which cater to the pro~uction o( simpler and 
elementary goods will have to be more and more abandoned by 
the U. K. in favour of altogether new or pioneering indUlltries 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 
indWltriaI revolution in India and the Colonies and to a certain extent 
the Dominions. 

On account of the increased purchasing power and the indWltria
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 indWltriaI countries also a8 from the U. K. And 
the impact of all these industrializations within the Empire Zone on 
Germany. the U. S. 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 indWltrial revolution". The 
industriaI 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 socia-economic consequences 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 transfer of 6nance from old grooves of invest. 
ment to new channel.. 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 currency 
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 l!llperial Preference. The Dle&Sures connected 
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with thie tariff P9liey are likely. as we have observed before. to 
mitigate here and there in piecemeal manner some of the aapecta of 
the universal crisis. But the depression is not going 10 be mastered 
by it alone and may tend to go on, although perhapI once in a while 
in somewhat leas acule forms, being really but a manifestation of 
the secular changes that are calculated to transform the world in 
the course of half a generation or 80.' These depressions and crises
the sufferings and dislocations-are the prices that the world-economy 
has to pay in its efforts to get rejuvenated according to the latest 
demando 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 a8 well as sacrilice. 
as much to U. K. al to the non-Empire regions. It i.. irnpoasible 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 type .. 
the effect of world"forces. for instance, of industrialization in India 
on Germany will be of the same nature as on the U. K. becauae of 
the aimilarity 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 revolution such as had been going on • during and since the 
Y/ar in more or less the same manner both in Germany and the U. K. 

For the nest decade or half a generation the industrialization of 
the Colonies is perhaps not likely to be hea~ 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. S •• japan etc. in regard to 
elementsry goods. India. for instance. will have to compete with them 
not only at home but also abroad especially in Asia and Africa.' 

We have noticed in a previous connection that. as exporter 
India i. already known. not only as an asricultural but alaa as an 
industrial country (po 63). The exportS of iute hags rose, for instance. 
from 339,100.000 in pre-war year .. to 434.000.000 in 1930-31 and of 
mte cloth from 970.000.000 ydo. to 1.271.000.0.00 ydo. during the 

Ii Sarkar, Appli£!i Ee ... o"..", Vol. I. (1932), Chapter 0 .. "World..<Jrisis," 

PP. li89.a9i. 
1I For India' •• :sports to Iraq, K~Il3'1l and Uganda, and Portuguese East 

Africa see Trad. Mi .. ion to the N""r BaIt and Africa (Calcutta 1928). pp. M, 
In. 194, 249·208. See also ".6. Voice from Tangnyib" in ~ Journal 01 the 
O_a! National Cha!!'.~!r 01 C .... m ..... far March 1927. 
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lIBme 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 piecegood. rose from 42.384.000 yd •• in pre-war 
quinquennium to 95.784.000 yds. in 1931·32.' 

We shall indicate the geographical distrihution of some of 
these exports. The export of Indian cotton twist and yarn (in value) 
took the following direction' ,-

Country Pre-war 
(in 

1~ '1931-32 
(in (in 

Rs.OOO) Ro.OOO) Ro.OOO) 
1. Egypt 1,012 3,712 1,336 
2. Persia 1,205 3,412 8.820 
S. Straits Settlement. 2,ro 841 532 ---

4,668 1,979 5,688 

The foreign markets for Indian cotton manufactures are indicated 
below (in value of exports) : 

Pre-war. 1929-80 1981-32 
(in (in (in 

R •• OOO) Ro.OOO) Ro.OOO) 
1. Kenya Colony 1,091 8,688 1,678 

(British) 
2. Tanganyika (British) 1,246 2,675 2,258 
8. Bomaliland (Italian) 2U 311 113 
4. East Africa (Portuguese) 008 2,026 1,461 
5. Aden (Br1tish) 1,838 1,283 831 
6. Mask&t 526 1,089 811 
1. Arabia 283 .2,087 1,083 
8. Bahrein Islands 448 1.636 1,471 
9. Ceylon 8,608 8,178 7,094 

10. Persia 1,378 4,636 4,831 
11. Siam 1,075 2,844 1,286 
12. Straits S6~~~nts 6,159 10,080 4,824 
13. Iraq 8,601 4,486 
14. Turkel in Asja 6,950 280 151 

24,844 U,817 83,320 

The exports rose from Rs. 24.344.000 to 44.817.000 in 1929 
but feU to Rs. 32.320.000 on account of the world depreasion." The 
countries are situated mostly in Western Asia and Eastern Africa. 
It is clear that inspite of the depression these markets continue 

7 BTl .• 1981412 p. 227 8 Did., p. 228. 
9 Ibid., pp. 201·214. 

10 For further depression during 1983413 lee BTl., 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 indlllllrialized 
India as exporter are going 10 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 
ouch as has been growing under Indian Buspices&l1· 

11 Sarka.: "Economic and Financial Policy:" (India.. Com~ """ 
St",tlliieai R,.",",_ Palcuttto. JulJ. 11134). 



Appendix 

THE FUNCTIONINC OF THE OTTAWA ACREEMENT 

It is only recently that indices to the retreat of the world·economic 
depression have been slightly in evidence'. But otherwise up till 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. 

It is in the perspective of those abnormal conditions, therefore, 
that the following figures" relating to the functioning of the Ottawa 
Agreement down to September 1933 have to be read. 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, mst. with the Empire countries, and secondly, with the 
non·Empire countries, as follows : 

The United Kingdom's Trade with Empire and 
Non-Empire Countries 

January to September 
1981 1932 1933 

January to September 
1931 1932 1933 

(£'000) (£'000) (£'000) Per """t Per cent Per """t 
Imports from 
Empire Countries 180.866 163,412 181.720 29-11 35-26 3'1-25 
Non-Empire Gountries 440.487 336.803 306,134 70-89 64'74 62-75 
All CoWltries 621,363 520,215 487,854 100'00 100-00 100-00 
Exports (British 

Produce) to:-
Empire Countries 129.262 123.486 118.218 44-21 45-00 44-05 
Non-Empire Countries 163.129 147.621 150,172 00'19 54'4. 55-95 
All Count.ries 292,391 211,101 268,390 100-00 100-00 100-00 
Exports (Imported Merchan. 
dise) i.e. "Re-esports" 00:-
Empire Countries 12,026 8.91S 7.566 24-92 22'84 20'36 
Non-Empire Countries 36,229 30,113 29,597 15-08 71-16 79-64 
All Countrj'!8 . 48.255 39,028 ;17,163 100-00 100-00 100-00 

1 Sarkar: "Indian Export, Price and Eschange Movements on the Eve of 
Recovery (with reference to Economic Structure Bud Economic Planning)1J .in the 

Financial Time., Calcutta., J anuary~Augusb 1934-
9 Barclay, Bank J/on!hI.y Be", ... (London). January. 1934. "U.K. Trade 

and the OttaW& Agreement" PI'_ 3-6_ 
a On re-exports Be!! 8,._ pp .. 112. 11S. 121. 
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The persistence of the depression is embodied in the absolute 
decline in both imports and exports as exhibited in the ahove 
table. which comes down to September 1933. But it is clear that 
so far as imports are concerned the Empire countries have advanced 
from i9'lIper cent in 1931 to 37'25 percent in 1933. In other 
word.. the U. K. ha. 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. h"'. remained virtually the same. 

From the returns for the first quarter of 1934 (January-Marchl 
we can glean the following figures with special reference to .. llIe 
Empire countries: 

Compared to the corresponding 
quarter of 1933 

1. Imports of the U. K. : £72.1la9,OOO +16% 
2. Esporta from the U. K_ : £41,880,000 + 6% 

The expansion on both head. should evidently point perhaps 
to a somewhat pronounced retreat of the depression.' 
, Another table is being ,exhibited below in which we have a 
special survey of the Britisb Empire-Economy with reference to the 
U. K.·. imports, exports. and re-exports, likewise in absolute figures 
as well as in percentages. 

:lhe Empire Trade of the United Kingdom 
, .January'to September .January to September 
1931 1932 1\J33. 1931 1932 1933 

(£1,000) (£1,000) (£1,000) p. cent p. cent p_ Gent 
Iml'orts from :-

26,029 19,880 12.488 4'19 8-82 2-56 IrIsh Free State 
Union of South Africa 9,790 10,711 ,10.102 1'68 2'06 2'07 
Southern Rhodesia 784 156 892 0'12 0-15 0'18 
British India. 24,424 21,918 24,807 3'98 4'21 4'98 
Australia 82,160 84,659 34,2Bl 0'18 6-61 1-03 
New Zealanll 31,464 31,635 81,403 6-06 6'06 6-44 
Caaa.da 22,003 28,763 32,001 3-04 5-68 6-56 
Newfoundland 1,876 1,248 1,418 0-22 ,0-24 0-29 

Total from British 
29-11 36'26 87'\15 Emtre 189,866 133,412 181,120 

Total rom British 
Em&ira exoluaive 
of • Irish Free 
State 104.837 168,552 169,282 24-92 31-44 84'69 

Esports (British Produce) to : 
2(),S94 13,812 7-75 7'71 0'15 Irish Free Sta.ta. 22,651 

UnionofBouthAfrioal6,301 12,815 16,056 5-51 4-78 6-17 
Southern Rhodesia 1,107 829 1,065 0-83 0-31 0-39 
British India 24,140 25,906 24 425 8-46 0-65 9-10 
Australia - 10,976 14,229 15,414 8'15 0-20 0-74 

4. Bobson : "Tra.de Recovery and tha Future" in Lloydo Bcmll: Limited 

M"",thlv R.1Ii ... (London), JuI7. 1984, pp. 296.297. 
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Jannary to September Jannary to September 
1931 1932 

;(£1,000) (£1,000) 
New z..aIand 8,528 1,638 
Oanada 16,275 12,011 
Newfonndland 406 423 

Total to British 
Empire 129,262 123,486 

Total to Britiab Empire 
exclusive of the 
Irish Free Stato 106,611 102,592 
Exports (lmportad 
Merchandise) i.e. "Re-u:ports') to:-
Irish Free State 6,405 
Union of South 

Africa 789 
Southern Rbodesia 31 
British indiA 621 
AllStralia 481 
New Zealand 421 
Osnada 1,194 
Newfonndland 63 

Total to Britiab 
Empire 12,026 

Total to Britiab Empire 
exclusive of the 

4,898 

891 
19 

436 
436 
224 
672 

50 

8,915 

1933 1931 1932 1933 
(£1,000) p. cent p.oent p. cent 

6,910 2'92 2'82 :"60 
12,114 0'57 4'43 4'51 
. 474 (1-14 0'15 0'18 

118,218 44.21 45'55 44.05 

104,405 36.46 31.84 38.90 

8,403 13.21 12.55 9.16 

419 1·64 1.00 1'18 
19 0'06 0'05 0'05 

484 1'29 l'U 1'30 
541! 1'00 I'll! 1'46 
201 0'81 0'51 0'54 
150 \1'47 1'72 2'02 

50 0'13 ·0'18 O'lS 

7,566 20-S6 

Iriab Free State 5,620 4,017 4,153 tHIS 10'29 11'20 

This table may be supplemented by the following figures for the 
first quarter of the current year Uanuary-March 1934} , 

1. Imports of tbe U _ K, 
from India and Oeylon 
2. Exports from the U_ K, 

£,13,896,000 

Compared to the oor~nding 
. quarter of 1933 

+41% 

to India and Ceylon £9,344,000 + 1 % 

The special study of the Empire trade as exhibited in the above 
tables indicates that the U, K, has bec!n importing larger valueB 
from India, The fall in 1932 from the poaition of 1931 was 
almoat wholly made up in 1933 in 80 far as aboolute figures are 
concerned, In percentual relations, again, in 1933 Indian good. 
represented 4'93 per cent of the total U, K. importa from the 
world, The percentage lOBe from 4'21 in 1932 and 3'93 in 1931. 
India'. 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 developmenta it is found to be connected with 
the expansion of Indian exporta in the U, K.· 

6 &_, pp. 54, 58-09, 65-67, 89·'ll. See Sad,ar: "The Logie of the Ottawa 
Agreement" in 4rthik U ...... ti (Eoonomio Progreso), Calcutta, Novembar 1932 and 
April 1933. 

20 
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On the other hand. in regard to the U. K: 8 exports to India 
there wa. some decline in 1933 compared to the situation in 1932 
which indeed had marked an improvement" upon "the condition in 
1931. 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 9'55 percent in 1932. To 
the extent that it is poaaible to draw any conclusion within the 
limitations referred to above. we are to observe that Imperial 
Preference is not automatically aaaociated with the expansion in 
British exports to India.' But the returns of the period from 
January to March 1934 show that exports from the U. K. to 
india and Ceylon were valued at £ 9.344.000. This is one per 
cent more than the figure of the corresponding quarter in 1933. 

From the Indian side it is possible to get the retume for a 
complete Ottawa year (April 1933-March 1934).' In the returns 
from 1932-33."'e it observed en paasanf. not ·more than a quarter 
is to be treated as the lirst Ottawa period. 

Comparative ligures. both absolute and percentual. are being 
given from 1931 to 1934. firat. in regard to exports, and secondly. 
in regard to imports. 

On the exports side there was a total rise in 1933-34 from 
the ligure of 1932-33 indicating perhaps a alight "recovery" as 

it does. {rom the depression's trough. This absolute 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 tbe Empire and Non-Empire Countries 

'19S1-3~ 'Percent 1932-33 Percent 1333-34 Percent 
.(in million (in million (in million 

Rupeee)" Rupeee) Rupees) 
1. u. K. 448,0 27'9 384,6 26'( 465,7 31.8 
2. Total British 

Empire: 709,8 44'2 620.8 40'8 616,0 41;'2 
3. Total Non.Empire 

oountries 895,7 56'S 736,5 54'2 781.1 63'8 
Grand Total . .1,000,6 100 1,356,8 100 1,41;3,1 100 

6 Bea the diacn .. ion at pp. 81-84, 86, f11, 89. 
7 A.""." .. to ... lat;"11 to th. Seaborne Trod. end Nevigation oj BrilUh IMia 

(Delhi), March 1934, pp. 27-26; Ba ... /a,y. Bank M ... thltl Rev; ... (London), J1Ul8 

1934, p. 10. 
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The analysis of the export percentages yields the· result that 
the non-Empire countries fell a1ightly from 54'2 to 53'S, Natu
rally. therefore. the Empire countries rose correspondingly to a 
alight extent from 45'S to 46'2 per cent, But the rise of the U, K, 
alone was from 28'4 to 31'S per cent.-a significant improve
ment of 3'4 per cent, The change in the "direction" of export. 
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 

1931-82 Pe .. ent 19112-83 Percent 19113-84 Percent 
(in million (in million: (in million 

Rupees) Rupees) Ropeee) 

1. U.K. 448,1 35,5 488,0 86'S 415,8 41'2 
11. Total British 

Empire 666,7 44.S 59Il,8 44'8 616,8 50'0 
3. Total non.Empire 

Countries 691,0 65.2 132.0. 65'2 576,9 60.'0 
Grand Total 1,253,7 100. 1.325,8 100 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 80 far as' India' 8 total takings of foreign goods are 
concerned. The absolute decline is to be noticed as much in the 
ligures 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 36'S 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 1931-32 ia steady and remarkable. 
Equally noticeable ia the decline in percentage of the non-Empire 
regions from 55'2 to 50'0.' 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 118 take the ligures of India' s trade with some non-Empire 
countries for the period a8 described above. namely. from Apra 
1931 to March 1934. The following table describes the comparative 
p08ition ! 10 

8 SuPra, pp. '10-71. 
II S ... p. 84 Supm for ths argoments advanced in regard to both tbase items; 

alan .4<thii: Un .... ti, November 1932 and April 1933. 
10 lJaf'Clt>us Bonk M.nthly, JUlliI 19l!(. p. 10. 
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I ndia', Exports to some Non-Empire COllntrill 
1931-3a Percent i93i·a3 Percent 1933-84 Percent 

(in millioo' (in million .(in million 
Ru_) Rupees) Rupee.) 

1. Japan 139 9.0 140 10'6 126 
i. U.S.A, 139 9.0 93 7'4 189 
S. Germany 108 6.6 86 &5 95 
4. Fran",! 76 4.9 81 6'1 69 
5. 1~1y 64 ~.9 41 8'5 67 

India's Imports"om somB Non-Empire Countries 
1981-32 P~rcent 193i-33 pe""'!'lt 1933-34 Percent 

.(in millioo (in million .(in million 
Rup.es)' Rupee.) Rupees) 

1. Japan 133 10.6 205 16'4 164 U'2 
2. U. B. A 128 10.2 113 S'5 72 6'2 
8, G.rms.uy 102 S.l 104 7'8 99 1'1 

Exports from India increased in the cases of Italy (from 3'5 to 3'9 
per cent) and the U, S. flo. (from 7'4 to 9'5 per cent), In regard to 
Germany they remained conatant at 6'$ per cent, The deeline ia to 
be noticed in the case of Japan. name4', from 105 to 6'6 per cent, 
which was almost identical with the 6'7 per cent of 1931-32 and 8'9 
per cent of 1921-28," • 

Like 'the expo!U, the imports also from Germany remained almost 
constant (7'1 per cent in 1933-34 again_t 1'8 per cent in 1932-33), 
But decline was experienced in the cases of the U, S. A. and 
Japan, the former I'Omillg down from 8'$ to 6'2 per cent while 
the latter wu hit 80mewhat lightly since the I'OIltraction :waa from 
15'4 to 14'2 per cent only. 

In 1932 the U. S. A. exported 24'9 million dollare worth of 
goods to India but; in 1933 the exports were valued at 19'9 miUion 
dollar. only. The decrease was measured by 20'3 per cent," 

On the strength of the statistics available at present it ia pouible 
to draw tentative concluBiona in regard to one or two points. Hrat, on 
the import market of India the U. K. bas gained at the coat of the no ... 
Empire countries, She haa I:ommenced riaing toward. the pre-war 
level from which she declined in poot-war years. The coefficient 
-41'2 (I 933-34} ia yet quite below the 42'8 of 1929-30. however." 

11 ll.2'J., ~92S-29, p, l11, 1932-83, p. 183. 
a B~c!a!ll.Bao>I< MOfl.tAij/, June 1934, p. 8. 
18 B.T.I., 1939-33, p. 128. 



CHART 15 

Esports from India to Empire and Non.Empire OoUDtries durlllg 
the First Ottawa Year in Percentage of Total Esports 

( 1932-34 ) 
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As exporter. India haa not loot her non-Empire markets. Rather 
they have oerved but to demonstrate the tenacity of India' s export 
trade. And in regard to the British market India has, first. succeeded 
in averting the looses to the Colonies. enjoying preference as they did, 
auch as she might have suffered had she choaen to remain outside the 
Empire ring. In thl' aecond place. India has not only maintained he. 
afams quo but actually strengthened it, increasing thereby her 
coJ1!!!land over the U. K. as supplier of the latter's external goods. 
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Prise Re. 1 

Hindu (Madras.): "On moat qUestiODB Prof. Sarkar'a view8 are not identical 
with tho~ held by prominent business men in tb@ country. • • • On 
every queotion he haa a.ttempted to Bubatontiate his ....., by facts and 
figures. .. • • One fails to seE! how the buainessmen can pick holes in 
Prof. Sarkar'. arguments. • • • A highly stimulating treati... on 
""rt&in &8pects of India.n monetary and ba.nking problems." 

P_lo (LalIaro), "Prof. Sarkar is an optimist. • • • The business commu
nity still continues to take a pessimistic view of th~ p'resent rate of 
.>:change. • • • Many of us t.hink tbat the. continued export of gold 
must sooner or !&t4\r bring the country to the very verge of bankruptcy 
but Prof. Sarkar knows more than any ~ el~. Prof. Sum approves 
of the R.eserve Bank Bill and adv. the businese commuDity to acoept it." 

HindUilhan Rev!ew (Palna), "The Professor h88 treated tariff questions as 
integral parts of the oUilTency problem and puts in .. strong plea that a 
8Ubatontial portion of the Directorate in the Re.e .. !! Bank ohould 
represent the agricu1tur&l in~." 

Commercial Gazettl (Calcutta), "Tho eminent Prof_ 11BUaIIy holding viewl 
quite out of the ordinary and frequently pel'pl~ng our common notions 
of realiti.. has given ua .. cause to demur from hiB point of view by his 
mngmar advocacy of the lao 6d. ",tin in 1926." 

Advanoo (caloutta), "Special reforen"" may be made to the author'. attempt 
to p~nt in a nutshell all the important aspects of our currency and 
banking problems from the standpoint -of an economio expert and nOt in 
terms of any definite party or achool." 

Faderatad IndIa (Madras), "The views of Prof. Sark ... are unconventional, 
though on that account not any the 1 ... aoientific!' 

Amrlt. Bazar Patrlk. (Calcutta). ·'Prof. Sarkar is the foundor of the p ...... nt 
day Bongali school of eoonomiata whe .upport the linking of Rup"-" to 
sterling at 18<1. per Rupee and the export. of gold from India. The argu
ments addu~d are well.reaaoned, intel'eating and educative. • • • 
Prof. Sarkar has done well by putting forword the claim that besides the 
three llengali scheduled banks recognized in the proposed. Reaerv. Bank 
Bill, a few more a1iauld he inclnded!' 

IlIIII,allGe and Flna_ Review (C.hlutla). "It was Prof. 8arkar who first 
l'aised hia voice against the "clasaical" economists, so to say, of India.. 
for example, the Bombay millowners. • • • In this monograph will 
he fOODd the germ of the formation of a new school of economic thought 
in Bengal that approaches tha economic problems of the day from an 
objective point. of view without yielding to popular confusions or dictates 
of iu~r86ted partisans in a controversy. U 



APPLIED ECONOMICS 
Vol. _,"Pages 320; Nine Charts, Pric. Rs. 6 

.,ror~ lAnd", Siegfried (Paris), ·"In the chapten consecrated to capitalism in 
. ..BengaI and rationalimti ... in Indiall industry are discuased the questions of 

mighty int.erel!t and I .... joice to itudy th_ nnder your direction." 
,I'. W: pell1lcr.-uwreme M.P. (Lendon). ... It contalna much valu<>ble 

information/' 
" .... Ident· F. lahn, Bavarian 'Institute of St"tisticS (MU11lGh~. "The book 

continues in a meritorious manner the previous wor1d-economic investigations 
ef the author. The linking up ef Indian economic end socMtl prchlema with 
the international developments indieates enduring influences as m-q.ch on 

Western economy and eu.lture as on India. The studi .. on European e""namic 
management and legislation.will be valuable for Indian economic poliCy." 

Pm. E. i.. Bogart (illinois). "The last chspter on th~ world..",iaia I hew rasd 
with great intareot and profit. This work is based upon wide knowl9dge and 
enormOWI reading. You bring a fresh point of view to the intarpretation of 
economic E!!V8Ilts whi&. iB extremely valuable." 

Allgeme_ Statlsll.ches Archly (~_). "The studies lying helore us embody 
mostly the results ef:.the economic investigatiOllll in Central, Southern and 
W08tern Europe which brought the author into contact, among others, with 
the represento.tives of IlBtional and international, officia1 l academic and . 
privata statistics. In Germany he· becaD:le known not only because ef his 
public lectures and publica'ioDS but specially because of the regular Guest
lectures at the Tech .. uch. Hochs<hul. (Tecl>noJogical University) of Munich. 

"These esaa.ya on diverse bids of European and Indian ~nomic life are 
mixed ,up in kaleidOllCOpic sncoessiOD, being held togoth .. by the thought of 
promoting Iedian economlC poliey. This is attempted in the study of the manner 
in which fOl'eign i~ance societies are controUed in Europe as well as: of the 
currency and banking theories of the Beich&bank and the Batlqu. d. F""""e. 
The latter investigations are of especial interest beeause of the proposed 
establishment of a Reserve Bank ef India. 

"In other chapters are described the economic developments in India as 
mirrored forth in the general trade and railway ~aftic &S well 88 in the bank 

,capitalism of Young Bengal. They show that India finde herself to.<lay in the 
conditions of the Clfirat industrial revolutionU ouch a8 consummated itself in 
England abollt 1785-1848 and in Germany end Fr .... ce about 1830-75. C0n
sequently, aB another chapter indica.tea, there are to be found in India 
nothing more than the traoee of rationalization, which, according to Sarkar, 
i8 the important characteristio of the "second industrial revolution. U 

"Finally, the author deals with tho relations botweeD the regions of the 
"mat and the aeaond industrial revolutions" in the WOI'ld~Bi8 of 1929-3-24 
The uport of capital and instrument. of production from industrial adults to 
undeveloped regiona i. considered by him to be 'foundation of a real world· 
eoonomy. In hia. theory that the induotriali""tion of tbe undeveloped is 
likely but to compel the adults to embark upon the specialization in quality. 
good. and reorganisation ef their industrial structure we lind e..bn'. idea 
eorrobo .... ted. 
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"PI"".yof statisticaL data are lltiiized- by the author with the obieab <If 

furnishing secure- foundationit' fOr Indian economjc statesmanmip.·}ji. 
observa.tions-and conolusions in' regard to the comparability -of international· . 
.... tistics (p. 199), !mericaO: statistics (p. 186), inta";"'tional b)Ulk statistlos 
(p. 154)', commercial' (p. 293), railway (p. 1681 ..nd unemployment (p. 263)' , 
statistics, the interpretation of statistical data (pp.I58,209), etc",show'tba~, ' 
the author before making use of the ligures has taken care to examine th($i ... 
depondability aud significance. i:~i. because of this caution' COllple,!'with M. 
international and synthetio survey of economic events that he has been -able to 
olier a judgment on the topics in question that is fatlltless both in &heory IlDd 
economic policy. u . (Prof. Hennl~r). .. 

American Economic Rovlew. "Prof. Sarkar, a well known Indian ocholar, e4dea
voura to determine a proper economic policy for India. It would be a 
great mistake, he concludes, for hi. country to adopt the method. or 
machinery of contemporary Western Europe or - the U. S., fo:v they are 
in an advanced stage of industria.l development,. while India 11 only 
emerging from the h .... dicr .. ft Btage. ' If Western methode must -be found 
they should be sought in the Balkans, in Spain or in oUle~ countries 
now entering upon modern industrialism. There is something reminis
cent of ListJs stages of eoonomic development in Prof. Sarkar's position. 
That the industrializa.tion of India has not proCeeded very far is shown 
by the essentially primitive conditions in native banking, railways and 
insurance. Although tr&ees of rationalization, the outst&nding feature 
of modern American industrialism, < are to be found in the cotton mills, 
the iron, the hydl'O...electric and oil industries, this movement in India 
is still _largely exotic. The author believes that fresh significance will 
be given to the stwiy of economio organization and societal structure if 
the relationships between the regions of th. ((second" Industrial Revolu .. 
tion (England, France, Germany and the U. S.) and those now entering 
upon their first Industrial Revolution (India, China, the Balkans, South 
Amerioo etc.) are fully understood. He concludes that tho standards of 
living in We.tern Europe and the U. S. A., caD he raised only to the' 
estent of & simultaneous development in the industrially leu developed 
countries (India, Chin .. , Balkans, South America etc.,'" (Prof. Bogart). 

La Vita Eoanomlca Itallana (Rome). 
"This is the first volume of a aeries of studies which the author intends 

to carry OD diverse economio problems (business organization, fin&:Dce and 
technique). The present volume contains sis studies on the following Bub· 
iects: (1) principles of control relating to foreign insura.nce companiesf(2) 
the reorganization of the Reich,ban" and the Ilanllu8 d. Fro".e, (3) the 
henk capitalism of Young Bengal, (4) the railway industry and commerce 
of India in international railwa.y statistics, (5) 'braces of rationalizs.tion 
in Indian industrial enterprises, (6) the world~cri8iB in its bea-rings on the 
region. of the second and the first in1ustrial revolutions. 

"Seeing- that the author is an Indian, the studies relating to India, 
especially the last four cha.pters, posaess a special importance. The chief 
aim obth~ author oonsista in continuaUy comparing the development and 
tho oond!tiOD of the vari!>d economio phenomena of India with .ho.~ of 
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European ltates~ TheBe comparisons. &J'tt calcul.ted in relative· economic 
jndi .... per inhabitant and per territory. 

"In the study.entitled the 'Bank Oapita.lism of Young Bengal' a large 
part is given over to >-& rapid examination 01 the b&nking systems of 
principal Europeaa eoUDtriea~ Such an examination enables the author to 
calculate hi. equations relating to banking. Theae equation. yield, first, 
the territerial. in~ number., Bnd, then," the year in which the same 
phenomena of eortein European state. correspond to the, present condition 
of India. The author find., for instanoe, that average bank wealt.h of 
India per head in 1932 is equal to that of Germany in 18ti(),.70. of ltaI,v 
and Jap .... in 1901.05, and of the Balkan .tat .. in 192&.82 • .-

·'Tbe most plentiful in COmpari80DS with other countries and iDtereB~ 
tiag is alsa the study "OJ! r"i1way ind •• try and commeroe by whioh the 
anth ... caIcul&tee tha nJative eq ... tiOnB far India. 

n A diifel'8D.t. character from these two atudiee present the one OD 

rationalization in which the author describes and examines the VariOllS 

neld. of Indian economic life. Be bringe into relief the inSuen .. eseroiaed by 
the Great War OD rationalization in India. 

"In the last. cbapter the author ""amine. the charaoteri.tice of the 
world-eoonomio depreasieD on. the b&&is of prmaipa! iDdiees~ The work of 
Sarkar bas the merit of making lOme import&nt economio prabl""; af India 
known from the Indi .... standpoint." ('nit. V .... ottlnl). 

Weltwlrtaallaft,llcllea AroIIlv (KI.'). 
"Special Bignmean.. is attached to tha metbcd of quantitative comparisons 

which Sarkar designata .. as "comparati.e indlUltriaJism" or "comparative 
oapit¥olism,r. -
"" "01 th. wide field of applied economioa the most varied ports have basil 
diacuaoed in these chapters. Common to them aU i. the comparison of India 
with other counm .. and the tenden"y to draw the n.........., conclusions for 
Indi" from th... comparisons, in order that India may b. enabled to rioe to 
th. next higher stage of economic d .... lopm.nt. 

"In tha first cbapter aro diacuaoed the laws af Germany, France,Italy, a 
number 9f Balku states, etc. controUing the activities of foreign insurance 
.companju. The authOr invites attention to the foreign legislation in order 
that tha Indian ,Inaur",!oe Camp"nie. Act may he modilied in 80me important 
points. 

"The most· important pioneers of oentral and note baukaJ namely, Grea .. 
Britain, Germany and Fr ...... , bave been studied in the """""d cbapter with 
~ a view to throw ligbt on the Reserve Bank of India. 

"A practical. application af Sarkar'. comperetive method on statistical. 
foundation ia to he found in ths third . ..!tiapter. Of universal iaterest ia, 
fllrt.har, the exhibition of tha development aJl.d pr.'l/l11t condition af Indian 
banking ";ith a large amount of ligures as well aa of the role af foreign 
banking in India, Tbo bankin&"Y.tem iii many countri .. i. described in 
detai'" with apeOial: reference to historical. grcwtb in .s.h. In oue of hi. 
eq ... tions we find that ever, Italian p~ 1'1 time .. muelL.,.k deposit 
...... ery Bengalj. ' 
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"Many readers will leiu1l for the first time the fact th"t Indi .. i. one of 
the grestest railway regions of the world. According to some of Sarka". 
railwa-yeq1.t&tioD8, France=6-S India, Germany=4"84 India, India=6'S China 
or 9'5 Penia. In historical stotistios India (1926) =Germany between 1850 
and 1860 or = Italy between 1860 and 1870. 

"Aooording to Sarka. £he Indian .conomy admits of rationalization in • 
every form, but he is conscious of th.limitotions thet ari •• out of the actual 
oonditinns of indu.try. The emmples he has cited from the textile 
industry) milway, iran and steel enterprise, the hydroel-ectric and chemical 
industries, as well as from agriculture furnish valaable insight into Indian 
economio life. .. 

"In the ohapter on ilhe world.crisis Sarkar, brings the conclusions 
togather. Great Britain:. Germany .. od other countries can recover if they 
can espand their ~ma.H:etsJ and this .can happen only when the ptll'Chasing 
power of agricultural regions is restored. These latter &r& described as 
the Hyoungsters" in economic development. They are again not only 
dependent on the expansion of exports of their wicultural produce. But 
they &1'6 themselves getting induatrialized and ev~ indUBtri&lizing their 
agriculture. Beaidea India, there is a large number of countries belonging 
to this complex which exhibits the stage of the "lirst industrial revoluti ..... " 
The old industrial countries will' have to underia.ke_a reorganization iD the 
!ins of aport of speoia!i.ed industries as well as reagrarization in .. c.ertain 
sense. In this manner is described the complex of the "second industrial 
revolution." - - . , 

"Thework furnishes plenty of weU· workBd-out Indian economic statistics. 
The statistics of other conntri" oited by the au~hor is specialiy interest1ng_. 
because of the comparative method introduced. Certainly, the: econoDl;ic 
equationa calculated by Sarkar give a clear picture of India'. economic 
pnsitioll in the perspective of the countries compared with." (Prof. WeII.I.). 

ECONO~C DEVELOPMENT 
Pages 464. Prill8 Rs. 8 

800!0108108I RevIeW (London) I "To the general studllnt of 000DC\mic8 this 
treatment should be suggestive;. indeed at its best it' is exemplary. This 
book is of intenst to us Westerns on its own merits of ez.tenslve knowledge 
of us ; as well a8 for its presentment. of Indian outlooks beyond those 
commonly current." (Prof. Patrlok GeIIde.):; 

Toohn!k und W!rt .... aft (Berlin) I "A most highly substantial work of 
the well known Indian scholar~ .... Clearly written, a9 well as rich in 
dependable materials for reference. • ,*. Of considerahle use even to CJ;.itical 
European theorists and practical men c ••• The technical aide of tme latest 
developments has also beenj'I""tifI!llY e;hibited." (Prof. Hashallon). 

Bombay Cbnmtol.l~ ''W"fJ are in full agreement with the a1l:thor'sJlj.agno-aW 
of the disease aad we approve of the prescription Buggesteda ••• S .. divides
the popnletioD of India into eight groups !,nd diseu ..... *itli gren· .. biJity 
the methods 10- moreaae their respective _acomea.! t , 

a,._lIght (Patna) I "'Perhapa a pi~e8l' work ••• bears ~loq1lent 
testimony to ih. doep and intelligaot .tudy of world movements 1'! comm ....... 
.@COIlomio tegi&1a~ionp industriali.s~ and ~hnical education." . _. . 



'J.'HE :eOtITlcAU PHILOSOPHIES ,SINCE .1905 
Page. 404. Price Rs..4 . 

pror., :.Ef_t .a!'kiT 1P~_II., 'oxfoia-.nirLudon). "Of _aiDe' 
".meeto, atudenls . ~~'!l! . tIuii',Ilttelltf<ni to' lth" ~ of literatare 
,in· our .• ubject·d~zing the·1aBlt qaiu-tei< of .. '""",tary. ..,.. l b"ve .found it' 
:";,,g.,ltIrtv.useful •.. Whl>t .'am,':'';s ..... . i",th6 w"1 . in ivhioh ,ou' baw,. kept 
~l'jl"~ •. '1f .&!l. ft.t JII!',at ~ Iiter .. h .... 109d to:me.tet itaoontente,'Yol1 
'Dve put ~1I .... IIO.an> '1in~ereBt8d 'In 'poI;tioal philosaph1 UDder.S: grOatdebt 
~d' .~. am.,~, .~. /IIlkW.!"lfdge'. I\1YseIf.'; as ~ . .do' .moot sin ..... ly,.C"' ... r 

·-f d b·-'" . "; .., ."f ;.... ' ... F'" .0 -. _ .. •... . .. , '... 
. . p",r:..I •• T ~ HoIIlleuo'(LGndOtJ).. "Ij is quite .. uaeful 'l.ook· of ~.""" 
ant th~ di1li';"lt lh'obJami' of ait"ngen!ent ... r~ Bkilmily ha.ndled"· . . 
• p""; 0.; Spann ~Vlenri~ j '~\B .exttaordillarile oompieh'lnl!.ive 'bdok 

alYeat.04 m.V -.iaratteD.tion." .~ JA Splendid .Pebf.I'!IUIIlc...." t· 
. '. Ge-lItlk (Berlin) ... · ",!l'Iii.,,,,torl: .is' "iue1t ~:io. "'", appmciated. . by .1DA1ly 
o<.a..Ul!e,of·Jto ,.,~:ahalY.sisJfYOlmi!:.~'. mte!loctU!'lif& and !,ttl 
:interpreiniion .. ·.lit ··W.eatern··· ~oli~-.l '·philQSoPhY. ..,.~. A ";'mpt.te· man 
fully' equipJ',ed. cwith •• "1J.; prep,;;raJ;ory wo...Jrand qUalJiied .not only to see; 
·tonch and compile but also to pen.trate, to uamille ;'Dd to feel Itaya behind ihe 
work." : (Pref. ltA_er)," "... .'., - _ . _ . 
~ <1'ref. "0II11~ (PI.!S)·: <fA "e\I~prep&red ~f calcalated t .. _der .the 
... test servlcea/' - .- ~ - , . . ~ 

.. rot; Soro~ - !H1Irvlrd).l "V"luabl;, informing and stimulating in many 
waYL n. . ~~ .. _ _ ~ -

','cOMPARATIV&" BIRTH, DEATH 
.. AND CRbWTH:kATES: 

A 'Stu~ of the Nine Indie~n"'! in th,e lIackground of Eur-AIDerican 

;'~d j,ip_ Vital Statiotica (with niD~ charta). Price Re. 1 . 
Pref.~Dllllp"'Bartllel.mJ ('arja),oMember of the l ... tilut a. F1Y>Jlce: "The.·· 

learned expoaition awaken. the ~ ijving interest and conf .... the g'toateot 
..profit." ' - ~ .' ,,. _. . _ . 

Loull •. Dublin, Sta\iB~ciaD of the MetroPolitan Life """"anO\O 00" New Y_: 
l'It i. an ""tremel,. "aluable and '\intereBtjng statement." .. 

,""; ... n-Brunll .. ('.rl.~. "Tbil! .tndy is particDlarly ",,"ful to me and 
ia being ilignaJised in the I>ibliog;ap~ of the .... est edition of La e'OI/'Nlphio 

_ Bumoine." • 
',~. E. L. "'B_rt (1IIInoJa)' .. it' is packed with valuable and· inter.ating 

facts. I am particularly intereated in ".bet you beve to .. y"bout Enrope.." 
,ref. AndN"Slegf.1ed (Parll)' "This iB 11. moBt faaoinating and -roI I¥<>rlI> 

and'I Man noe j&. widely for tho Pl'IIPltiialon of my lllCturea QD~_aphical 
econoW at ~ Ecol~ Ii .. ,.u" ••• flOIit~':.. . " 
~ •.. _-
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