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PREFACE 

The chapters that follow are the outcome of a series of 

lectures delivered at the Patna University under what is called 

the Banaili Readership. The reason for my choice of the subject 

is nry simple indeed. Planning and reconstruction not only 

belong to the contemporary climate of economic thought but 

they are also, in my opinion, the only solution of the problem 

which faces us in India-the problem of poverty. I have tried 

in these lectures to give a broad outline of the policy and pro

gramme which India should follow after the war in order to raise 

her teeming millions from their present appalling depth of 

miseries to a decent standard of living. Vast as the subject

matter is, the reader will find many gaps in these pages which it 

was not possible to cover in course of a few lectures. Nor is 

this a blue-print which, in my opinion, can be framed only by 

the Government of the country on the basis of fuller data and 

materials. This is no more than a broad indication of the pro

blem and its solution. It may not be possible for all to agree 

with the views and opinions advocated here. Neither do I 

claim infallibility for them. But if these pages are able to 

provoke thought and clarify issues~ I shall consider my labour to 

have been amply rewarded. · 

"R!:SJ A-"'1", 
23i, LowER CIRCULAR Row, 

CALCUTTA, 

The 25th Jlarch, 19~5. 



CONTENTS 

PAGE. 

I. Preliminary 1 

II. The Requirements 14 

III. The Resources 29 

IV. Agriculture 44 

v. Industry 63 

VI. Transport 78 

VII. Financial Aspects 85 

VIII. Currency, Exchange and Trade 95 

IX. Distribution and State-Control 104 

X. Hindrances to Planning 118 

XI. Conclusion 120 



I 

PRELI\IINARY 

As we are in the midst of a grave and almost all-engrossing 
war, it is natural that the prosecution of the war itself and poli
tical issues of immediate importance should be dominant. But 
the most distinctive features of the present war are that economic 
problems have been conceded an unquestioned primacy among 
questions of post-war reconstruction. The demands which have 
had to be made in the name of the war effort on the common 
people, the unprecedented scale of suffering, the enormity of war 
ravages, and the extent of the change in the structure of industry 
during war time and, as a consequence, of the change that will 
be needed for reconversion to peace-time basis-all these 
adequat~ly explain the importance accorded to economic pro-
blems. But apart from these objective factors, there is more 
intolerance now than ever before of want and suffering among 
the common people. The moral conscience of the ruling classes 
has been aroused in all countries and the demand for social 
security, full employment and an adequate standard of living for 
all has become insistent. These problems are now exercising the 
best minds in free and advanced countries with well-developed 
resources as well as in poor and backward subject countries. 
The solutions that are· demanded, however, vary with the 
economic conditions in t}le different countries. In some 
advanced countries, the problem is essentially one of maintaining 
the standard of living already attained by removing all the 
elements of insecurity which threaten such standards and by 
bringing within the reach of all the improvements which scientific 
development has rendered possible. In the comparatively back
ward countries, the problem is rather one of developing and 
crt'ating resources in such a way that an augmented purchasing 
power, which is also well distributed among the general popula
tion, and the current production will be sufficient for the attain
ment of a basic minimum standard for all. This is, of course, 
too broad a differentiation of the economic problems that face the 
nations of the world. In reality, no two nations are similarly 
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placed in regard to the problem· of economic reconstruction in 
the years following the present war. What is common to all is 
the general agreement and determination that the well-being of 
the common man should be consciously striven for by the planned 
efforts of society as a whole, · 

In the case of India, the problem is complicated by the 
absence of a national government. For in a subject country, the 
question of freedom, the political issue, becomes all-important 

· and tends even to eclipse the economic question. It is not alone 
a question of ·good government being a poor substitute for self
government. But, even in the economic sphere, no adequate 
programme of reconstruction can be carried. through smoothly 
and successfully except by a national government. This is in
disputable, and undisputed. A national government is really a 
sine qua non for the effective prosecution of a comprehensive 
economic plan embracing the whole country and all its people. 
But the difficult and· complex task of evolving a satisfactory 
economic plan with the object of raising the standard of living 

_of the masses, particularly in the prevailing conditions, can not 
·be either neglected or shelved merely on the ground that the 
political issue has not yet been satisfactorily settled. The pre
sence or otherwise of a national government does not aggravate 
or minimise the intrinsic complexities of the questions which 
have to be considered in the formulation of an economic plan. 
That is why the best minds in the country, both in and out of 
government, are applying themselves to the problems of plan-

. ning without being discouraged by the altogether unpromising 
political outlook. It is, in my view, better that a sound plan 
awaits the advent of a national government than that a national 
government is kept waiting impatiently for the formulation of a 
workable plan, ·although I admit that the early formation of a 
truly national government would help to make the plan itself 
more completely in tune with our national interests than would 
otherwise be the ease. 

There is further such a desperate urgency about economic 
development in this country that certain parts of our future 
plan, in any case, have to be altogether independent of the 
vicissitudes of our nationalist polities. .. This is seen in the fact 
that, so far at least as certain aspects o~ planning are concerned, 
the Goyernment of India in its present form is not less impatient 
than the leaders of our political and business life. 



8 

INDIA's PovERTY-A PARADOX 

The fact that the people of India are among the poorest in 
the world in spite of the vast human and material resources of 
the country is. an obvious paradox. The paradox is there 
because of the Government's continued failure to proceed in a 
planned way to develop its rich resources systematically and 
on a large scale. The Government had until the recent past 
more or less accepted the view that India must essentially 
remain an agricultural country. Without going into historical 
details one might say that this was a direct result of the Indus
trial Revolution in England even if it were not deliberately 
brought about by the ruling classes in England. The Industrial 
Revolution confronted England with the task of finding adequate 
oullet for her increasing output of manufactured goods. This 
necessitated a drastic, almost a ruthless, move in the opposite 
direction in the economy of India. It became necessary to trans
form India, an exporter of cotton goods to the whole world, into 
an importer of cotton goods from England. In England the 
ruin of the old handloom weavers as a consequence of the Indus
trial Revolution was accompanied by a simultaneous growth of 
the new machine industry which provided employment to the 
artisans who had been robbed 11f their traditional vocation. But 
the tragedy of the Indian situation is that here the ruin of the 
millions of artisans and craftsmen was not compensated by the 
growth of any new forms of industry. On the other hand, the 
whole basis of the village economy, viz., the union of agriculture 
and domestic industry, recciv~d a mortal blow. Millions of 
ruined artisans and craftsmen and other categories of workers 
had no alternative but to crowd into agriculture. In this way 
India was forcibly transformed from a country of combined 
agriculture and manufacture into an agricultural colony of 
Britain. This was the position which continued more or less up 
to the end of the nineteenth century. Thereafter, although 
industries have been established and have made some progress 
and though India now stands eighth among the countries of the 
world in point of industrial production, the progress of Indian 
industry must be considered meagre when viewed against her 
resources, possibilities and needs. Her industrialisation shows 
all the signs of perfunctory growth which the lack of a definite, 
well-conceived policy o( industrialisation must entail. India's 
economy, in fact, remains very much unbalanced with an exces-



sive dependence on a system of agriculture, which, again, for 
lack of industrialisation, has remained unaffected by modern 
science and has continued on practically primitive lines. The 
growing dependence of an increasing population on a systeu. of 
agriculture which had become positively retrogressive has led to 
poverty on an appalling scale· and a tangle of problems which 
cannot be unravelled by what are called the natural forces of 
economic progress. 

CHANGED PERSPECTIVE To EcoNoMIC PRoBLEM 

It appears, however, ·that the Government are now waking 
up to this aspect of the Indian economic problem. H. E. the 
Viceroy, for instance, has stated in his speech at the Central 
Legislature in February, 1944 : "Our task is to use rightly and 
to best advantage her (India's) great economic assets, not to 
increase the wealth of the few, but to raise the many from 

· poverty to a decent standard of comfort." Explaining further 
he said : "Our aim must be to plan for economic and social 
development so as .to raise !lur standards of living and general 
welfare. We must lift the poor man of India from poverty to 
security,, from ill-health to vigour and from ignorance to under
standing. And our rate of progress must no longer be at the 
bullock cart standard, but at least at the pace of the handy 
and serviceable jeep." 

In order to pursue these aims the Government have set up 
a separate department for po~t-war developrr.ent and planning, 
with a person of the eminence and experience of Sir Ardeshir 
Dalal in charge of it. A Reconstruction Committee of the 
Viceroy's Executive Co~ncil and certain Government Committees 
with non-official members have also been formed to help in 
formulating a comprehensive plan. Yet other indications of 
governmental activity in regard to planning for the future are 
the Sargent Scheme for education, the Memorandum on Agricul
ture prepared by the Kharegat Committee, and the appointment 
of the Bhore Committee for public health improvement. The 
various provincial governments have also been at work, planning 
for the future of their respective provinces; non-official agencies 
-professors, businessmen and others-have also been active in 
framing economic plans for the country. The most notable 
among these is the Bombay Plan which was the first concrete 
and definite scheme to come into the field, and which, I think, 



5 

gives a very clear lead as to the lines and the manner in which 
the country's economic development-production and distribu
tion-should be planned. But apart from the question of the 
merits of these plans and blue prints, one thing seems to emerge 
quite clear out of all this, namdy, that officials and non-officials, 
Government and the public, have all accepted the idea that 
po,·erty calls for a total mass offensive. A major victory has 
thus been won over prejudice and inertia. This initial victory 
will be complete if the plans formulated are translated into action 
efficiently and with promptness. 

THE BIG FIVE 

E\'en in economically. advanced countries like the U. S. A. 
the attack on the economic front, they still say, must be on what 
has bee.n termed the "big five", namely, food, shelter, clothing, 
health senices and education. It need hardly be emphasised 
that in India in regard to the "big five" the people are so in
adequately ministered to and the deficiency in regard to these 
is so colossal that very determined efforts have now to be made 
for a frontal attack on these. Cur aim in India must accordingly 

be so to improve the standard of living that all, including those 
who are below the subsistence limit, may be brought to a level 
where they are assured of the basic minimum in regard to the 
"big fi,·e." The actual contents of our programme in India, 
howewr, must, from the nature of the ease, be substantially 
different, even if the ultimate objective is largely similar. Thus, 
with the advanced countries the question is much more of equi
table distribution than of any great increase in the volume of 
production, whereas in India production is yet at such an in
ordinately low level that the ·main emphasis in the first instance 
must still be on production. I emphasise production not because 
I do not regard equitable distribution as important, but because 
equitable distribution in the !Jrcsent state is by itself no solution 
to the problem of ensuring a decent minimum for all. There is 
not enough to go round ; and the first task is to ensure the 
necessary increase in production. It does not mean that produc
tion and distribution can be totally divorced from each other. 
Upon a long \'icw of things distribution is part of the mechanism 
of production. For in the absence of equitable distribution lead

ing to an inerease in the purchasing power of the consumers, 

production is hound to foster scarcity t'Conomy or take the 
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character of overproduction with all its appalling misery. What 
I suggest, however, is that the peculiar conditions of India's pre
sent economy, viz., the inordinately low level of production, 
must not be lost sight of. In fact, to put all the emphasi~ on 
distribution at this stage is to help a fatal misapprehension of 
the nature of the problem, though it is obvious that ·the distribu
tive system must be improved simultaneously with produciion, 
or else there might be poverty in the midst of plenty. 

Per Capita INcoME As INDEX OF PoVERTY 

, The appallingly low standard of life in India is much too 
self-evident to need any proof by way of comparison with the 
position in other countries of the world. The per capita income 
in India L"l 1931 was estimated at Rs. 65/- per an~um, and the 
slight improvement which may have taken place since then does 
not really alter the picture at all. It must, however, be re-

. membered that the per capita income, in the case of India 
especially, cannot but be a very rough indication of the economic 
condition of the country. There are, for one thing, no detailed 
or reliable statistical data, as in the highly industrialised coun
tries. The country is mainly agricultural and the agriculture 
also is of a primitive character over large areas, in the sense 
that there is hardly· any large-scale farming, but only small 
holdings where the cultivators consume what they themselves 
may be able to produce and -the goods produced by them do not · 
come into the money or exchange economy at all. Inequality 
of distribution, again, detracts from the value of th~ per capita 

/income figure as a dependable index of the economic position of 
the general mass of the people. It conceals the fact that utterly 
inadequate as an income of Rs. 65/- per annum is for assuring 
even the barest minimum for sheer existence, a very large 
section of the people has an income much below Rs .. 65/- per 
capita. It is, however, hardly necessary in India's ease to 
demonstrate by reference to per capita income figures the miser
able condition of her people. The misery of the people is writ 
large over the entire face of the land and the 'Economist' puts 
the whole position very succinctly when it observes that ''the 
Indian worker lives for a year on what the British worker spends 
on cigarettes." 

To tackle this problem effectively, a conscious and planned 
development of our economic resources is considered essential, 
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as pure laissez faire has been found in actual practice to be 
utterly unsuitable. The objective of all planning is to raise the 
standard of living of the people and to assure sufficient employ
ment by means of the fullest and the most economic utilisation 
of the available resources of a country. In other words, we shall 
have to increase greatly our national wealth by vastly enlarged 
production and to assure through an equitable system of distri
bution sufficient income or purchasing power to the masses so 
that they may be enabled to buy the essential requirements of 
life. But before I proceed to a survey of our requirements and 
resources, I would like to say a few words on thi concept of 
planning. 

MEANiNG OF PLANNING 

Planning is a word which lays emphasis on preparation 
based on foreisght. In the economic sphere, it is a term used to 
signify in an impressive and spectacular way the decision of 
the social will that certain tasks, which formerly society had 
allowed to be accomplished in an automatic and therefore 
haphazard way, should hereafter be at-tempted and achieved in a 
methodical manner with a clear, definite object in view. The 
content of planning, therefore, is determined by the choice which 
the effective elements in a community make in regard to such 
tasks. I should mention here that the principles of planning 
should not be thought of in the same terms or on the same 
lines as the principles of the numerous social ideologies which 
have during the last half century contributed so much to com
munal antipathies and so little to realistic understanding of the 
problems of modern society .. Planning rests on the assumption 
that the ends are chosen by the general conscience and conscious
ness of society as a whole, rather than in a Pharisaic conformity 
to the principles of established social cults. Even historically 
speaking, planning may be said to originate in the disappoint
ments that have followed the exclusive adherence to one or 
another of such social creeds. The demand for economic plan
ning originated in the period of the Great Depression when it was 
felt that the chances of natural recoYery were very slender. It 
gained in strength when the sufferings of the common people in 
Soviet Russia which were due to rigid adherence to communism 
came to be widely known. All this led to the recognition that 
the facts of life are so Yaried and so intractable, for the purpose 
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of particular social creeds, that attempts to remodel society as 
a whole and. economic life in particular in pursuance of such 
creeds are not likely .to succeed. · 

I may, perhaps, emphasise here, if only to guard against 
possible misunderstanding, that this observation of mine applies 
as much to capitalism and its basic principles of laissez faire and 
free trade as to communism and its variants. After a decade of 
c~mmunistic experimentation in Russia and half-hearted and un- · 
correlated deviation from laissez faire in the democratic and 
non-communistic countries, the fundamental common sense of 
mankind has at last re-asserted itself in the insistence that the 
social tasks should be carefully formulated and methodically 
achieved, rather than that the welfare of the common man should 
be continually'jeopardised by undiscriminating adherence to dog
matic social creeds on either flank. It may be said, therefore, that 
the vote of the average man has at long last been cast in .favour 
of a commonsense attempt to improve the average well-being 
rather than for one social creed or another. It is in this sense 
and no other that planning may be ~aid to be ideo1ogically 
neutral. 

While on this subject, I may point out that the view is 
often expressed that in the matter of social and economic 
development, we in India must follow Soviet Russia. As I 
have already said, the achievements of Soviet Russia have been 
something stupendous and there is much that we may learn from 
the Soviet example and many are the lessons which we may 
profitably gather therefrom. To say this, however, is not to 
suggest that India can or should copy Russia blindly in regard to 
the methods to be followed in her economic planning. One must 
not lose sight of the fact that Soviet Russia herself has gradually 
and sometimes imperceptibiy brought in changes and modifica
tions in her economy according to the exigencies of circum
stances. While technically Russia is still a socialist country with 
ownership of the means of production vested in the State, a class 
of industrial managers and official bureaucrats has now emerged 
who for all practical purposes control and manage the factors of 
production, though socialised, through their control of the State 
machinery and who are specially privileged in many respects. I 
shall offer one illustration• to prove my point. The degree of 
inequality of incomes in Soviet Russia today is greater than in 
other countries. James Burnham in his stimulating book 



9 

-"The Managerial Revolution"-points out that "the upper 
11 per cent. or 12 per cent. of the Soviet population 
now receives approximately 50 per cent. of the national 
income. This differentiation is sharper than in the United 
States, where the upper 10 per cent. of the popula
tion receives approximately 35 per cent. of the national 
income." If we are not satisfied with the testimony of James 
Burnham, we may listen to what ;Joseph E. Davies, ex-U.S.A. 
Ambassador in Soviet Russia, has to say in his "Mission to 
Moscow'' which largely is a record of his personal experiences 
in that country. In letter No. 13~ Mr. Davies has assembled 
"the various facts and trends which indicate a departure from, 
or modification by the present Tegime of the basic communistic 
principles upon which the Revolution was founded." "The 
idea", says Mr. Davies, "of a 'classless' society bas been imd is 
being destroyed in practice. The government itself is a bureau
cracy with all the indicia of class, to wit : special privileges, 
higher standards of living, and the like. From the top down, 
there are to be found indications of class." Towards the end 
of this letter Mr. Davies says : "It is alleged by the leaders 
here that this is simply a stage in their effort to attain ultimate 
communism. There is every indication here, however, that 
again it will be a case of "the monster that makes the meat upon 
which it grows"; and that it will be a long time before this 
capitalistic-socialistic state, with its rulers enjoying the "flesh~ 
pots" of luxury and power, will develop into a communistic 
state and 'self-less' society." 

For the reasons and considerations· mentioned above, it 
seems to me that the wisest thing would be not to bring in the 
conflicting question of ideologies in shaping our plans, but rather 
to concentrate on the actual conditions in the country and make 
a vigorous, honest and commonsense attempt for securing the 
greatest possible measure of welfar~ of the greatest number of 
the people. Planning such as has commended itself to the 
commonsense of mankind today, is a highly useful blend of 
realism and idealism in the search and endeavour for the 
good of the ordinary man. It calls for discipline in ·sympathy 
and imagination alike; but it frowns on the tendency to make 
the past too much the measure and determinant of the future. 
While it insists that schemes should not be condemned merely 
on the basis of the calculations of the old individualist economy, 
it utters a stern warning against assuming that in a Tegime of 
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social control and planned endeavour, the community can both 
eat the cake and have it; While resources at any given time are 
a rigorous limiting factor, it would be folly to overlook the 
capacity of man to effect an expansion of resources, or in condi
tions of larger resources, to secure a larger social satisfaction 
by redistribution of the resources amongst the various objectives. 

Planning, therefore, implies, as I have already mentioned, a 
happy blend of idealism and realism. While the general objec
tive of planning may be assumed to be the same for all countries, 
viz., the raising of the standard of living of the masses and full 
employment, yet its actual translation in practice will be largely, 
conditioned by the actual economic state and resources of 
particular countries. The process of realisation of the objective 
will therefore vary from country to county. The point will be 
better understood by a few illustrations. In the case of Britain, 
in productive equipment, in the development of the skill and 
aptitude of the people, in the power of the Government and 
the ieaders to execute policies and secure the necessary effort 
therefor, she is in a far better position than most other countries 
of the world. But the economic system is designed on the basis 
of large-scale imports of the necessaries of life from abroad and 
the payment therefor by means of visible and invisible exports. 
The system implies in actual fact the possession of colonies and 
dependenCies providing agricultural products to the mother 
country and offering at the same time a valuable market for her 
finished goods. But this war is bringing about far-reaching 
changes. Britain has lost her creditor position in the world and 
with it an important constituent of her invisible exports. 
Further, many of the backward countries are developing their 
industrial resources and they will no longer be good markets for 
the importation of many kinds of consumer goods. The problem 
that faces Britain, therefore, is one of re-organisation of her indus
trial structure such as will enable her to maintain a large export 
surplus even after the war ·for the purpose of preserving and 
even improving the standard of living of her people. In the 
U. S. A. the resources are even vaster than in Britain. But the 
problem of correlating agriculture and industry, exports and 
imports, foreign loans and security of internal production has 
confronted the U. S. A. ever since the last war; and even today 
America cannot be said to be ready to face up to this problem. 
In fact, foreign lending in recent years has come to occupy the 
key position in American economy. A fully developed and 
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mature country as she is, savings are almost automatically 
coming into being without any pain or abstinence being associat
ed with them. Not all these savings, however, can be internally 
used owing to the congestion of the home investment market. 
A part of the savings, in fact a very large part, must seek an 
outlet abroad in the development of backward but potentially 
rich countries like China or India as well as in the reconstruction 
work of the devastated countries of Europe. The problem is how 
best to integrate and correlate the needs of these backward 
countries with America's own internal requirements. If 
American capital, like its English counterpart in the past, wants 
to secure undesirable control over the economy of these backward 
countries, it will be very much resented by the latter. A satis
factory solution of this pro'blem of foreign lending is therefore 
not only necessary for maintaining the equilibrium of the world 
as a whole, but also essential for the safe and efficient functioning 
of America's own economy, inasmuch as full entployment within 
her own borders cannot be effectively assured unless the conges
tion in her home investment market is removed by finding 
suitable outlets for investment of her surplus capital abroad. 
Lastly, Russia, at the beginning of the N. E. P., furnishes an 
instance of a country where the masses were soaked in comrr.u
nistic idealism, but the leader was a stern realist who saw not 
only the requirements of economic progress but also the stark 
necessaries of social survival. Russ~a planned, not for an imme
diate increase in the production of consumer goods, but for the 
fundamental strengthening of the industrial structure which 
would ultimately assure this purpose and also greatly increase 
her war potential. Hence the appalling scale of scarcity in Russia 
before this war, a scarcity which is justified today by the success 
in rolling back the tide of German invasion. 

It is such conditions that we have to keep in mind when we 
try to determine the objectives of economic planning in this 
country. I have already indicated that the problem in Britain 
and America is materially different from what it is in India. The 
Indian problem may with great force be compared to what it 
was in Russia on the eve of the First Five Year Plan. Russia 
was then a backward agricultural country, not much unlike India 
today. Russian plans, however, were materially influenced by 
the fear of foreign aggression and the resultant necessity of quick
ly building up an effective defence industry. This is the reason 
why very high priority was accorded to heavy and basic indus-
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tries in the initial stages in the Russian Plans, even though it 
meant a good deal of privation and suffering to the people in 
respect of consumer goods. I feel, however, that the necessity 
of immediately building up defence. industries on a large scale is 
not so urgent in India a,s it was in Russia. We need not 
concentrate too much on heavy industries at the beginning. 
I do not intend to suggest that we shall not plan to develop 
heavy and pasic industries from the very start, What I wish to 
emphasise is that in the initial stages of our. plan, more attention 

. should be- paid .to the development of consumer goods industries. 
Although we in India may well take many a profitable lesson out 
of the pages 'ot Soviet Russia's history in the sphere of planned 
efforts for economic development of the country, the position in· 
India is yet unique -in many respects, and as such there is need 
to take stock of the position. The preliminary steps are to 
examine the standard of living in this country and to estimate 

. the kind of basic minimum that it may be possible to attain 
within our existing resources, in other words, to estim~te the 
increase in production and national income, that is, the minimum 
necessary in these conditions and to try to see how far the 
factors of production available to us are capable of yielding the 
requisite results. Such an inquiry may well determine in a 
purely objective way some of the more important features of the 
economic plan that this country requires. 

PROSPERITY INDIVISIBLE : ITS IMPLICATIONS 

Opip.ion all over the world is slowly but surely realising that, 
like war and peace, prosperity and poverty are indivisible: 

. Neither particular classes or sections within a $Ociety nor indi
vidual nations can prosper at the cost of others. All such 
attempts will generate conflicts and clashes with disastrous conse
quences. The history of the twentieth century bears painful 
testimony to this. The plague-spots · of poverty and squalor, 
disease and ignorance, whether within the society of individuals 
or in the society of nations, must be removed in the interest of 
all societies and nations. It follows, therefore, that, as between 
countries, those that are poor and backward should be afforded 
every facility . to attain a standard of development that would 
ensure to their peoples at least a minimum standard of living. 
The demand of countries like India for a recognition of their 
special position and their need for special safeguards made in 
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international economic conferences is, therefore, based on sound 
reasons; for, the well-being of the teeming millions of India is 
necessary for sustaining the prosperity of the whole world. A 
rise in their standard of living will mean a great increase in the 
purchasing power of very large masses of people. And they will 
be in a position to purchase ever so much more not only of 
domestic commodities but also of foreign goods. Further, as a 
publication of the League of Nations emphasises, they will be 
able to provide an elastic fringe to the trade of the world as 
a whole which should have the effect of removing that pressure 
upon present markets which makes so many nations reluctant, 
if not unable, to remove existing restrictions. 

It is pertinent to obset:ve in this context that, as estimated 
by Colin Clark, the entire world's production of economic goods 
and services, averaged over the decade 1925-84, was 254 milliard 
International Units per year. An International Unit is defined 
as the amount of goods and services which could be purchased 
for $1 in the U. S. A. over the average of the decade 1925-84. 
Out of the 254 milliard international units, as much as 119 
milliard or nearly fifty per cent, were produced in the four largest 
economic units, viz., U. S. A., Great Britain, Germany and 
France, containing between them only 13 per cent. of the world's 
population. Little or no thought was bestowed till recently on 
the consequences of such gross inequality, It is not alone a 
question of unfairness to the poorer peoples. It involves a 
degree of instability in the prosperity of th~ few which is the 
fertile-breeding ground of the microbes of war. The question of 
India's economic development, or that of China is, therefore, 
part of the wider issue of world peace and prosperity. It has an 
international significance which cannot be ignored. The sooner 
this plain and simple truth is realised by the United Nations, 
engaged in the prosecution of the war, the better it is for the 
future of the world. 
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THE REQUIREMENTS 

In my l~st lecture, I attempted to show how both ~ our 
national economy and· in the wider sphere of world economy, the 
idea, of planning has come to displace the devotion to particular 
social ideologies. I pointed out, too, that the principles and 
objectives of planning have to be determined with special refer.: 
ence to the conditions and needs of each country. In our posi
tion, it is obvious that there can be no other aim for national 
economic planning than to ensure a decent minimum of the 
necessaries and comforts of life for all classes of the ·population. 
The next step therefore is to be clear in our minds about what 
this minimum constitutes. This minimum can, no doubt, be 
fixed according to the personal preference of each man and may, 
therefore, leave scope for endless diversity of opinion. I shall 
ende'avour· to indicate the objective standards which narrow 
down severely this scope for diferences, so that the basis of a 
national plan is an estimate of individual needs to which little 
or no exception can be taken. · Our next step will be to examine 
the resources we have on hand in terms of the time-honoured 
divisions into land, labour and capital. An estimate of needs 
and an estimate 91 resources will together make obvious to us 
the immensity and the actual dimensions of the tasks that await 
us. The ways and means of accomplishing these tasks will no 
doubt form the crux of economic planning. 

STANDARD OF LIVING 

Before enumerating the constituents of .a minimum standard 
I may be permitted to say 11 few words on the concept of 
standard of living which sometimes appears to admit of different 
interpretations. In ordinary parlance, standard of living usually 
refers to the actual level of consumption· of food, clothing and 
housing, that is, only those factors wbich have a bearing on 
material comforts. But I feel we should not lose sight of the 
non-material facton which also enter into the calculations· of 
human welfare. The happiness of a human being is not assured 
by the provision of ~is material wants only. If we plan to keep 
the common man above want, we must also learn to regard 
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him as a being with a mind and body and to recognise that 
the mind, no less than the body, has its needs of food, shelter 
and exercise. If what we aim at is the happiness of the common 
man, then we have to provide him the initial education and the 
subsequent mental development which will enable him to realise 
from our vast social investments the dividend of individual 
happiness. The provision of adequate leisure is also an essential 
condition for the full and free development of the self. So are 
social services like health and sanitation. Those who may not 
readily agree to include these non-material factors into the con
cept of the standard of living must recognise that education and 
leisure and health services are necessary to enable individual 
men and women to be efficient workers. Even from purely 
material considerations, therefore, it would be prejudicial if 
individuals are too stunted or if the social environment in which 
they live is much too cramped. One should, therefore, be pre
pared to take a wider view of the legitimate aims of planning. 

In saying this, however, I must not be construed to mean 
that, whenever we embark on any scheme for raising the standard 
of living, we must proceed along both fronts at an even pace 
and that there are not circumstances and conditions which would 
not demand a greater emphasis on the material side of the 
matter. Indeed, when the economic condition and the standard 
of living of a country are so low as in India, it is imperative 
that in the initial stages we should devote our energies whole
heartedly to raising the income level of the masses as also to 
increase the flow of goods and amenities of life to them. Unless 
this is achieved and until imd unless we have been able to assure 
to the poverty-stricken masses a certain minimum of income 
and a modicum of material comforts of life, we cannot aspire to 
tackle them effectively in the cultural and social sphere. 

CONSTITUENTS OF MINIMUM STANDARD 

I may now proceed to examine the constituents of a 
minimum standard of living. The first requirement obviously 
is adequate food, adequate not merely in quantity but also in the 
quality of the nutrition necessary to ensure vitality and physical 
fitness. The second requirement is clothing suited to our 
climatic conditi~ns and the third a dwelling place in a healtny 
environment. But food, clothing and shelter by themselves are 
nut sufficient, as I have already said. A minimum standard 
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must also provide for an appropriate conditioning of the mind 
and the body through education and health. Education and 
public health are essential not only for their own sake, but also 
as an aiq to intensified production of wealth for the community. 
Education is further necessary to provide the minimum prepara- · 
tion required for the proper discharge of duties as a good citizen. 
The aim of education at its lowest should; therefore, be that 
every person reaching the age of 10 henceforward is able to read. 
and write .and that every adult has the means of taking an 
intelligent interest in social and civic life. In addition to this, 
measures will also be nece~sary for removing the accumulated 
evil of illiteracy among those who may have reached adulthood 
already 'Vithout any benefit of education. Even these are not 
enough for a minimum standard of living for all. A comprehen
sive scheme of social security to cover such risks as unemploy
ment, ill-health, old age etc., should also form part of the 
national minimum. Although this is 'the ideal, we have to 
realise that this is not immediately possible in India, for the 
simple reason that a complete scheme of social security cannot 
be introduced until a policy of full employment has had time 
to work itself out and some approximation has been made to a 
position of stable employment for the greater part of the 
population, thereby raising the average individual in!!ome to a 
level necessary to meet the contributions of insurance. Never
theless, a start should be made in those spheres where it would 
be feasible to introduce social insurance even from now. 

INADEQUACY OF ExiSTING STANDARD 

I ma_y indicate some of our deficiencies as existing at present 
iJV-resp~ct of ''the different items included in the minimum 
standard. According to an estimate made in 1985, India had by 

' then fallen short of food for 48 millions of her people. In terms 
of calories the shortage amounted to 41.1 billion calories. 
Having regard to the increase of population since. 1985 as also 
the fact that there has been no proportionate increase in pro
duction of food crops, it is obvious that the position has since 
then deteriorated still further. The average Indian diet is not 
oniy inadequate but also ill-balanced. Nutrition experts usually 
divide food into two classes ( i) the protective foods, which are 
chiefly valuable for providing minerals, vitamins and protein, 
and ( ii) the non-protective foods chiefly valuable . as energy 
providers. Lack of protective foods causes various deficiency 
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di~ecl~es and the Indian diet is particularly deficient in this, 
although it is none too strung in other respects. The consump
ti~n of milk and milk products is confined mostly to the richer 
sections of the community and some among the rural population 
who own cows and are not obliged to sell all their milk. The 
glaring disparity in. milk consumption between our country and 
foreign countries will be evident from the following figures : the 
daily consumption of milk per head in India is only 7 oz. as 
against 39 in Great Britain, 40 in Denmark, 57 in New Zealand 
and 63 in Finland. The dietary position is further aggravated 
by the low intake of vegetable and animal foods and dairy pro
ducts which contain valua~le proteins and vitamins. Although 
vegetables are most susceptible to increased production and 
growth, it is significant that the area under fruits and vegetables, 
including spices, is only 3 per ce11t. of the sown area in British 
India. An investigation carried out some years ago by Sir 
.John Mcgaw, one of the hi~.:hest medical authorities under the 
Government of India at the time, gives a revealing picture of 
the widespre;d malnutrition in India. Sir John's was an 
elaborate enquiry embracing typical agricultural villages in all 
provinces of British India. The results of the investigation 
showed that "only 89 per cent. of the people are well nourished, 
·H per cent. poorly nourished and 20 per cent. very badly 
nourished". The other findings of the inquiry are equally 
startling : viz. (i) that in nearly 40 per cent. of the villages the 
population was excessive in relation to food supply, as a result 
of which India has a very poorly nourished population, (ii) the 
average span of life is less than half of what it might be; (ii1) 
periods·of food scarcity or famine have been occurring in one 
village out of every five during a ten year period in which there 
has been no exceptional failure of the rains ; and (iv) inspite of 
the excessively high death rate, the population has been increas
ing much more rapidly than the output of food and other 
commodities. These observations of the Commission have lost 
none of their validity through lapse of time. On the contrary, 
malnutrition and under·nutrition have become more pro
nounced and widespread during 'this war when famine and 
famine conditions are reigning over large parts of the country. 
The seriousness of the problem is well brought out when contrast
ed with condition~? iQ Qther countries. For instance, an enquiry 

8 
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· car1·ied out in the U, K. in 1934 led to the conclusion that in 
the United Kingdom 'the evidence is that malnutrition is not a 
prominent feature, nor that it is widespread or increasing', 

In clothing, again, the epithet of a "naked fakir" is neither 
a figurative nor an exaggerated description of an average Indian 
villager ; it is very nearly true. The annual per capita consump
tion of cloth in India is 16.1 yds. against 64.0 yds. in the U.S.A., 
80.0 in Germany and 21.4 in Japan. I concede that the con
sumption of cloth in different countries is not quite comparable. 
In tropical countries, this requirement is not only much less than 
in cold countries, but the quality and type of cloth necessary 
will· also be. different. Yet it will be admitted that even for 
India a per capita consumption of 16.1 yds. is rather low, regard 
being had to the extremes of cold and heat prevailing in many 
parts of the country. I may mention that the Congress 
National Planning Committee estimated our requirement of 
clothing at SO yds. per person. Further, the average of 16.1 
yds. in India does not give a true ·indication. of ordinary village 
life. Most of the rural folk a.re very much below this average. 

In housing again, not only are the environmental conditions, 
sanitation, etc., too often altogether unsatisfactory, but· the 
houses are extremely defect.lve in construction, ill-lighted and 
ill-ventilated, and the space available is too small so that people 
have to budd!e up somehow inside the rooms not unoften using 
the bare earth for shelter at night. This overcrowding in the 
dwellings of the poorer classes is very pronounced in towns, 
particularly industrial towns. Thus it bas been estimated that 
the average space available to Bombay labourers in their tene
men~s is only 27.~8 sq. ft. whereas. the minimum space .usually 
recommended is 100 sq. ft. 

In the sphere of education India holds no enviable position. 
Not even nearly two centuries of British rule have been able to 
dispel the darkness of ignorance from this country. The 
percentage of literacy above the age of five in India is 14.6 while 
in advanced countries of the world it is more than 80. Even this 
figure of 14.6 for literacy is rather deceptive, for it has been 
estimated that less than one out of every four who goes to school 
stays long enough to reach the earliest stage, viz., Class IV, at 
which permanent literacy may be said to be attained. The 
Sargent Report on Education, therefor~, pertinently observes 
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that the money now spent on nearly eighty per cent. of pupils is 
practically wasted. 

The lack of medical facilities also is appalling. As J. B. 
Grant has pointed out in 1930, there were only 7,300 hospitals and 
dispensaries in British India with provision for 74-,000 beds. The 
average population served by each hospital and dispensary works· 
out at about 41,000 and the proportion of population per bed 
at 4,000, The number of doctors and nurses in India is 42,000 

and 4,500 respectively which means one doctor per 9,000 persons 
and one nurse per RG,OOO persons. The comparative figures for 
the U. K. are one doctor per 'i76 persons and one nurse per 435 

persons. The poor medical facilities .contribute their share to 
high death rates and low expectation of life. Apart from the 
poor medical facilities available, the general condition of sanita
tion, of public health in India is notoriously low, the high rates 
of death from preventable epidemic diseases like malaria, cholera, 
small-pox, etc., being a clear indication of this. I!t was esti
mated in 1937 that there were on a rough calculation 12,500,000 

cases of Malaria in India. In Bengal alone "over GO per cent. 
of the population suffered from the disease each year and roughly 
about 1,000 people died from it every day in the year." The 
most sensitin index of a country's health, however, is the state 
of infant mortality upto the age of one and here India's position 
is the worst-deaths under one year per 1,000 live births in India 
being 167, as against 4R in the U.S.A., 60 in Gt>rmany, 53 in the 
U.K., 31! in Australia and 1 H in Japan. The average expect::t
tion of life in India is about 2G while in most of the advanced 
countries the corresponding figure is in the neighbourhood of 60. 

DIFFICULTIES OF QUANTITATIVE 

.MF.ASUREMENT OF MINIMUM STANDARD 

Although it is easy to state what our main requirements are, 
the actual construction of the minimum standard is attended with 
many difficultit>s. This standard differs from country to country. 
To take, for instance, the question of housing, the formulation 
of national housing policies is relatively ea-sy in those countries 
in which the bulk of the population works for wages and is in 
a position to make regular payments of rent or in some cases 
payments with a view to ultimate ownership of the house they 
dwell in. But in India such conditions obtain only among ll 
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v~ry smaii fraction of her working classes. The preponderant 
majority of the population is engaged in subsistence economy, 
obliged to use their own efforts and material locally available for 
the provision of housing shelter. In the sphere of clothing also 
the ascertainment of the extent to which existing supplies fall 
short of the minimum necessary for healthy living presents great 
difficulties. No simple standard for. minimum requirements can 
be laid down, as is possible in the case of dietary, because 
qualitative questions which are not susceptible to statistical 
analysis are of importance. The durability of materials, ques
tions of style, comfor:t, functional and climatic suitability cannot 
be averaged out and revealea in simple arithmetical form. 
When materials are either spun and woven or made up into 
clothes in the home by female labour the task of measurement is 
further complicated. 

Food or nutrition is perhaps the only element in the 
minimum ~tandard which admits of any• quantitative measure
ment. But even .here an important consideration creeps in. 
Physiologists in the past, in determining human dietary stan
dards, have generally · devoted their attention to minimum 
requirements. Such was the usual standpoint of Governments 
and administrations when called upon to fix rations for workers, 
or to feed large masses of soldiers and civilians in war, or when 
obliged to assist the unemployed and their families during times 
of industrial depression. Modern science, however, has develop
ed and brought into prominence the idea of an 'optimum', diet 
which may be defined as one providing "for the full develop
ment of the individual for efficiency without exhaustion and for 
his resistance to disease." The standard for adequate nutrition, 

. like the standard for hygiene in general, cannot b'<._limited to 
that required for the prevention of avoidable diseases by means 
of a minimum or barely adequate diet; the business of adequate 
nutrition is ·to create ·health by means of an optimum diet. 
Whatever may be the measure for other items of the standard, 
food and n~trition is a sphere where the 'optimum', and not 
minimum, provision should be aimed at. 

These general considerations apart~ there are some difficul
ties peculiar to India which stand in the way of a precise deter
mination of the minimum standard. · Such determination invari
·ably depends on elaborate economic surveys and careful and 
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patient study of family budgets of different sections ot the 
people. Statistical materials bearing on these matters are still 
inadequate and meagre, so that whenever we are confronted with 
any constructive work we have to proceed in a vague way with
out a dependable knowledge of facts. These difficulties notwith
standing, we have got to arrive at some rough and approximate 
ideas regarding the minimum standard of living and in this, 
besides utilising the facts which are available, we shall have to 
use our own judgment and commonsense as best as we can. The 
minimum standard of living in the ultimate analysis should be 
converted into money terms, for in order to bring the minimum 
standard within the reach of all, it is obviously necessary that the 
individual income should reach a minimum level for buying the 
goods and services included in the minimum standard. 

EsTIMATES OF MINIMUM MoNEY INCOME 

The Bombay Plan of Economic Development has estimated 
this minimum income at Rs. 74 per annum. This according to 
them would ensure (i) a well-balanced nutritive diet with an 
energy value of 2,600 calories net, (ii) clothing to the extent of 
30 yds. per person, (iii) housing accommodation with a space of 
100 square feet per person and (iv) minimum health and educa
tion services for all. The figure suggested by Mr. S. N. Agarwal 
in "Gandhian Plan'' is closely similar to this, viz., Rs. 72 I
per annum, although, it should be remembered, this estimate is 
made for rural areas. On the other hand, enquiries made into 
working class cost of living in a number of provinces have 
renaled a much higher figure of minimum income as being 
necessary for ensuring the minimum standard for urban 
labourers. These figures range from Rs. 40 to Rs. 50 per month 
for a family of three units-husband, wife and two children. If 
we take the a\'erage of these figures, viz., Rs. 45 I- per month for 
a family of three, it means that a minimum monthly income of 
Rs. 15/- or which means the same thing, an annual income of 
Rs. ISO J- is nrcded for every urban labourer. The disparity 
bt>twern these estimates and those made in the Bombay Plan or 
G:mdhian Plan is very great indeed. While I consider that in 
fixing the target we should be guided primarily by what is prac
ticable and not pitch our aim too high on idealistic grounds, yet 
I am inclined to consider the figure of Rs. 74/- as being inade
quate for the purpose. There are certain items, such as fuel 
and light, conventional necessaries, trawlling, correspondence, 
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indispensable social requirements, etc., which have not entered 
into the calculation of the minimum standard in the Bombay 
Plan or Gandhian 'Plan. These things when added to the esti- . 
mate, would most certainly raise the minimum appreciably. On 
the other hand, the estimate of Rs. 180/ ~ for an urban labourer 
per year is very high and incapable of achievement w.ithin a 
measurable period of time. Such wide disparities in the calcula
tions of minimum income are perhaps due to statistical imper
fections and one should be cautious in suggesting another in
dependent estimate. Nor is a precise and ineticulous calculation 
necessary at this stage. For, this much is clear beyond all doubt, 
that the present average income of India is utterly insufficient to . 
sustain a minimum standard of life. It is equally clear that the. 
figure of Rs. 74/-, suggested in the Bombay Plan, represents the 
barest minimum· in securing which for every individual ihcre 
should .be no controversy or quarrel. And in _practice our aim 
should be to attain a minimum income as much higher than 

· Rs. 74h as may be. practicable under existing conditions. In 
this connection it should be 1·emembered also that in practice it 
ne.ed not be necessary for every individual to have the same 
amount of income in_ money terms. The money income is neces
sary to buy certain things which· are considered essential . for 
attaining the minimum standard of living. Some. of these things 
may not have to be brought in the market by many. For 
example, many agriculturists grow their own food, and also 
possess a small plot of land on which they can grow vegetables ; 
many again weave their own cloth or construct their own buts. 
To the extent that this is so for any individual, the money 
income that ·he needs will be less. In fact, I am inclined to 
believe that in many parts of the COtllltry nature has been SO 

bounteous that the rural people owning land or a small farm-yard 
can with a little extra effort provide themselves with many of 
the ingredients of.a nutritious dietary and to this extent do with 
less money income. 

NEED FoR BALANCED EcoNOMY 

The proportion in which the national income that is. aimed at 
should be derived from the different branches of the national 
economy should be well-defined. Any -lopsided development, 
such as at present characterises the Indian economy must be 
avoided. It i.s now definitely established as a result of investiga-
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tiun that a high average level of real income is always associated 
with a low proportion of the population engaged in agriculture 
and other extractive industries. A rise in the level of real 
income is followed by a steady tendency for labour to move out 
of primary production into secondary production, that is, manu
facture, and from secondary to tertiary 'Production, that is, all 
forms of services. This is one of the signs of economic progress. 
In tlw U.S.A., Ganada, Great Britain, Australia and New 
Zealand, nearly half of the working population is engaged in 
tertiary occupations, in other European industrial countries and 
the Argentine, between 33 and ·10 per cent. On the other hand, 
low real income per head is always associated with a low propor
tion of the working population engaged in tertiary production, 
such as in China and India, where 70 to 80 per cent. of the 
population are primary producers. In any plan of economic 
development for India this fact must be given due consideration 
with a view to rectifying the occupational maldistribution of 
population. While it is true that the first and foremost necessity 
for us is a thorough overhauling of the agricultural economy, 
it has to be realised that improvement of agriculture can only 
lead to a new bunch of vexatious social problems, if it does 
not at the same time make nrovision for the vast labour force 
freed from agriculture as a result of rationalisation as also for 
the proper utilisation of the vastly large quantity of food and 
industrial raw material which the process of rationalisation will 
make available. The large annual increase in th'e population 
of India has also to be taken into account. There can be no 
solution of these problems unless industry is developed at a 
rate at which it can absorb the new additions to the popula
tion as also the men and women whom the development of 
·agriculture will release from their traditional agricultural 
pursuits. To ensure that such decrease does not result in un
employment and that superfluous agricultural labour is. duly 
absorbed in industrial development and services is perhaps tht> 
mo~t difficult part of economic planning. 

I.C.A.R. EsTIMATE OF }'ooo REQUIREMENT 

I may refer here to an estimate of the extent to which 

J!~ricultural production for the purpose of food requires to be 
rxpanckd. Our total rrquircments of foud products all!} the 
amounts available at present are thus set out by the Imperial 
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Council of Agricultural Research in a recent memorandum: 
Ounces per dr.;r per adult Total quantities 

in million tons. 
Required for 
a balanced Available Required Available. 
diet. 

Cereals 18' 17.5 54,,0 52.5 
Pulses 8 2.5 9.0 7.5 
Sugar 2 1.8 6.0 5.8 
Vegetables 6 8.0 18.0 9.0 
Fruits 2 2.0 6.0 6.0 
Fats & Oils 1.5 0.6 4.5 1.9 
Whol~ Milk 8 1.5 82.0 6.8 
Butter Milk 8.0 12.5 
Meat, Fish, Eggs 2.8 0.5 6.0 to 9.0 1.5 

On the basis of these requirements and available quantities 
the same Memorandum estimates the necessary increase of 
cereals by 10 per cent., of pulses by 20 p.c., fats and oils by 
250 per cent., fruits by 50 per cent., vegetables by 100 per cent., 
milk by 800 per cent., and fish and eggs by 800 per cent. As 
regards fruits it will be . noticed that quantities required for a 
balanced diet and quantities. available are equal. The Memo
randum of the Kharegat Committee observes, however, that 
the estimate which is from the market survey is likely to be 
rather an overestimate and that people in· many parts of the 
country do not get the required quantities. _ Hence it is sug
gested that the production of fruits should be increased inspite 
of the balance found between quantities required and quantities 
available. 

In addition, there would still remain the question of the 
provision of adequate supplies of food-stuffs for animals 
necessary for increased out-turn of work and yields of milk. 
It is calculated that this will necessitate increasing the present 
production of oil-cakes and other concentrates by 400 per cent. 

"and fodder by 55 per cent. Besides food products there are, 
of course, many other agricultural products-cash crops. The 
proper balance between food and cash crops is .an important 
matter which will be dealt with at its proper place later on. 

TARGETS UNDEll. BOMBAY PLAN 

It has been mentioned before that low real income 
coincides with an excessive dependence on agriculture and other 
extractive industries, while rise of real illcome is always $&So-
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ciated with the growth of industry and services. Viewing 
India's position from this &tandpoint, it has been shown that 
the contribution of industry, agriculture and services to India's 
national income was 17, 53 and 22 per cent. respectively in 
1931-32. The dependence on agriculture is clearly seen to be 
quite excessive. The authors of the Bombay Plan aim at a 
threefold increase in the national income and this they propose 
to achieve by increases of 500, 130 and 200 per cent. respectively 
in the net income from industry, agriculture and services. Such 
an increase would mean that the respective contribution of 
industry, agriculture and services to the national income will 
be changed to 35, 40 and 20 per cent. At the end of the 
planning period the distribution of the working population 
according to the principal· occupations would be somewhat as 
follows: 58 per cent. of the working population would be 
dependent on agriculture, 26 per cent. on industry, and 16 per 
cent. on services of various kinds. This is undoubtedly an 
advance over the present occupational structure. 

The targets under the plan are proposed to be attained 
within a period of 15 years, during which period the readjust~ 
ment in the respective contributions from the three different 
sources of production is to be completed. Within the total 15 
year period of the plan there will be three stages of five years 
each. The value and importance of setting up a target to be 
attained within a definite period are much too obvious to need 
stressing. To have a clearly formulated plan and to know 
that this has to be carried out within a definite time limit 
imparts a zest and urgency to all endeavours and provides the 
means of checking up as to how far each work is proceeding 
according to plan, and at which particular point or points efforts 
have to be keyed up to a higher pitch. 

NATURE OF OUR TASKS 

Although targets are necessary in the plan itself, I do not 
propose to suggest any for the simple reason that they cannot 
be finally fixed until the fullest possible consideration has been 
given to the resources on band and the additions thereto which 
are immediately possible. Even in the best of plans the 
targets may have to be varied from time to time in accordance 
with objective conditions. What is far more important is to 
realise the general conditions l>f the problem we have on hand. 
Our first step, logically, if not chronologically, is so to increase 

4 
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the output of land that our appalling deficiency of foodstuffs 
can be cured. And we have to realise that since this can be. 
obtained only by the s~ientific development of our agriculture, 
'its direct effect will be' to release more and more men from their 
agricultural pursuits. The development. of industry which is 
no doubt necessary to provide the Qther elements of the minimum 
standard is also necessary to provide employment for the men 
thrown out of agricultural vocations .. The problem of correlating 
the developments in' the various sectors of the national 

·economy is the most ·mtricate in economic planning. In a vast 
country. like India, the problem of balancing production and 
consumption, of off-setting with new. employment the disemploy
ment which will follow technical improvement, is one beyond 
the capacity ot any committee to solve. 'In the initial stages of 
planning at least, we have to aim at the more or less automatic 
adjustment of production and consumption through the regula
tion of the distribution of purchasing power among the various 
Classes and the various parts of the country. In this, we are 
helped by the fact that we do not have to assign any over
riding priority to heavy industries, but offer all assistance to 
the development of consumer goods· industries in the initial 
stages. This will also have the effect of lessening the sacrifices 
that will have to be immedi~tely borne by the community. 

With a view to providing the largest possible employmep.t, 
diversificatibn of industries is also essential. This means that 
not only large scale, but also small and cottage industries should 
be fully d~eloped. It is a significant fact that in 1939 big and 
organized industries occupied only 1.20 per cent. of the working 
class while the rest was employed in small, medium and cottage 
industries. With this may be compared the annual growth of 

; population in India which is of the order of 5 million per annum. 
It is, therefore, clear that the development of organized indus
tries alone, however large, would not be able to absorb even the 
annual growth of population, not to speak of drawing away 
the surplus population from land. The 'optimum' size of indus-

, tries, therefore, under Indian eonditons is likely to be much 
/ smaller than the 'optimum' obtaining in other countries. The 
\ industrialisation which we can visualise in India must conform 
to the two special conditions prevailing in the country, viz., the 
scarcity of capital supply and the super-abundance of labour. 
Small, medium and cottage industries, requiring more labour 
and less capital would employ more people than big giant enter-
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:>rises. Particular attention should, therefore, be paid to the 
preservation and the re-organisation, wherever necessary, on 
sound and efficient lines of cottage industries in rural areas in 
order to provide scope for the fullest measure of employment. 

I may indicate in broad outlines the way in which the 
money income necessary for the maintenance of the minimum 
standard of life will be obtained. The way in which money 
income is obtained is of course the counterpart of the productive 
process. The money income will have to be earned through the 
process of production embracing primary, secondary and tertiary 
work. In the first place, agriculture and allied pursuits will 
provide a section of the people with the requisite money income. 
This they will spend on various consumer goods. These goods, 
however, will have to be produced and the people engaged in 
their production will thus come by the necessary volume of 
income. It is presumed that when agricultural production is 
expanded according to a plan and agricultural conditions 
improved, the money incomes earned by the agriculturists will 
be larger than now and consequently the demand for consumer 
goods would exceed the present level. The production of con
sumer goods, therefore, would have to be increased considerably 
to meet the new demand and this will in turn offer wider employ
ment. It is in this way that the surplus agricultural population 
would find a growing field for employment. These people, for
merly unemployed or under-employed but now engaged in a 
wide variety of industrial and manufacturing pursuits, will in 
their turn earn an income and spend it on various goods and 
services. The demand for the latter will again go up and more 
people would be needed to cope with the increased demand. 
Employment will in this way increase by the process of the multi
plier and money incomes -will be diffused through the entire 
population, 

NEED FOR A PUBLIC WORKS PROGRAMME 

Further, I believe it is necessary to emphasise that in the 
provision of the main constituents of a minimum standard of 
life is implicit a vast public works programme which would, 
particularly in the initial stages, offer a wide scope for employ
ment. The provision of adequ~te educational and public health 
services will involve construction of a very large number of 
buildings for ,schools and hospitals. A vast building construction 
programme is also implied in the tasic of providing adequate 
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housing facilities to all. For the development of agriculture, 
irrigation facilities on a much larger scale is necessary. Again, 
larger output of industry and agriculture will demand better 
marketing facilities and therefore the development of road and 
transp9rt services. The work involved in each of these spheres 
will be of vast magnitude and will offer scope for employment of 
a large number of people. In fact, I consider a well conceived 
public works programme as a useful preparatory stage for plan
ning, for the main virtue of such a programme is that by diffu
sion of purchasing power all over the country it will generate 
the forces of increased production, distribution and consump
tion. A public works programme will be very effective in stimu
lating employment by direct addition to the purchasing power 
of a large number of people a~d thereby also offer a valuable 
stimulus to any scheme of planned development. 

In speaking of a public works programme and of the 
diffusion of purchasing power, I may appear to have anticipated 
'a much later stage of this enquiry. But my aim is to 
emphasise, as soon as we have estimated our needs, the need to 
be cautious about making a big- facile jump towards the ques
tion of targets, as also the importance of the large unplanned 
sector in our scheme of national planning. I shall consider in 
my next lecture the resources at our command. 
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THE RESOURCES 

In the previous lecture, I have offered in broad outline an 
indication of our requirements for attaining a minimum standard 
of life. But our ability to satisfy them depends primarily 
upon our resources in material and men, and the technical 
methods and organization for harnessing them to the produc
tion of wealth. In advocating that our plan must aim at 
ensuring a minimum standard of life, I have tacitly assumed 
that we have the resources .with which to achieve it. I propose 
in this lecture to undertake a brief survey of our resources, 
which are the raw materials of planning. 

The most important and permanent factor governing 
economic development consists of the natural resources
minerals, soils, climate, sources of power etc.,-obtaining in a 
country. Among the mutable factors are the supplies of 
capital and labour. We shall examine each of these classes 
srparately. 

AGRICULTURAL RESOURCES 

India is an agricultural country and agricultural resources 
are, absolutely speaking, quite large. The following table will 
speak for itself: 

(In Millions of Acres) 

Total For- Not Culli- Current Net Percen-
area est& ·avail- Vrlhle area tnge of 

able for Waste Fallows ~own ~own 
cultiv- area to 
ation total 

area. 

British India 5ll 68 89 9i 47 210 41 
States l4i 19 28 19 13 68 47 

The area classified as "Cultivable Waste" is ll6 million 
acres or nearly one-fifth of the total area of the country. The 
question how far it is possible to effect some extension of 
cultivation by bringing cultivable wastes and current fallows 
under the plough is an important one and we shall 
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have occasion to discu'Ss it i.n a subsequent . lecture. 
The prospect, however, does not appear to be very bright, 
for most of the culturable waste can under no. conceiv
able circumstances be brought under the plough. In any case, 
individual efforts in this direction are not likely to succeed 
since it involves considerable expenditure of money for 
works like land reclamation, irrigation, control of malaria etc. 
State initiative and support will be necessary if such big 
questions are to be satisfactorily tackled. 

\Absolutely speaking, our agricultural resources are quite 
large. There is no other country in the world having such a 
vast area of agricultural land. Relative to the population of 
the country, however, the resources are not as large as might 
be imagined. It has been estimated that these resources work 
out at 1.29 acres of land per head in India, against 2.85 in 
the USSR, 2.66 in the USA and Cuba, 5.04 in Canada and 
Newfoundland, 1.81 in South Africa, 3.74 in Australia and 
New Zealand, 4.64 in Argentine, Uruguay and Chile. But there 
is one redeeming feature in all this. Compared to the position 
·in many other countries, the productivity of Indian agriculture 
is capable of large improvements. In his report, "Technological 
Possibilities of Agricultural Development in India", Dr. W. 
Burns has demonstrated that there is a very wide scope for 
improvement of yield in Indian agriculture. This, when 
effected, ·would be able to support a mu~h larger number of 
peo~le although the per capita quantity of land is not large. 

FoREST WEALTH 

The area under forest in India works out at about 18 per 
cent. of ihe total area of the country. Compared to the size 
of the country, this is inadequate. According to expert 
opinions the minimum area of forest necessary for a progressive 
community is about 20 per cent. of the total area of the country. 
We fall short of this minimum substantially. In the past there 
has been a reckless destruction of forests in our country with 
consequent serious effects on our rural economy. The peasantry 
have been deprived of their sources of wood either for fuel or 
for building cottages. Agriculture has been exposed to greater 
ris~s of drought, flood and soil erosio~. A policy of forest con
servation and afforestation is, therefore, a crying need of the 
moment. 

Among timber products, India is not self-sufficient in 
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respect of teak but for all other timbers the domestic output 
appears to be just enough to meet the present requirements 
of the country. But it is questionable if the present supply 
would be able to meet the growing demand when our per capita 
consumption of wood and wood products would increase as a 
result of development in the agricultural and industrial spheres. 
Of even the existing forest resources, no proper utilisation is 
being made at present. As yet sufficient consideration does 
not appear to have been given to the important problems of 
pro\iding cheap fuel to the villagers or of grazing facilities to 
their cattle. The question of starting forest industries is also 
important. There are great possibilities for the manufacture of 
charcoal, extraction of turpentine, lac-culture, preparation of 
dyeing and tanning mate:dals, basket, rope and mat-making 
etc. These branches of subsidiary occupations, when· well 
developed, would be able to confer material benefits on the 
rural population. Apart from them, the country's production 
of paper is stil~ far short of her requirements. The existing 
raw materials for this industry, even if they were fully utilised, 
would not be adequate to meet our requirements. Experiment 
and research may help in finding out a cheap wood pulp for 
the paper manufacturing industry. Research may also lead 
to the eventual establishment of a dry-wood distillation industry 
for manufacturing synthetic chemicals and dyes. 

Considering the Yital roTe which forests play in the economic 
well-being of a nation, it is necessary that a comprehensive and 
well thought-out forest policy should be formulated and applied 
over the whole area. A recent report of the Government of 
India prepared by Sir Herbert Howard has admirably enunciated 
the broad principles which should be kept in mind in formulating 
such a policy. The!e principles with. suitable modifications, 
if necessary, should be immediately given effect to. The out
standing principles of such a policy may be summed up as 
follows:-

(r) First and foremost the preservation of the climatic 
and physical conditions of the country, such as 
pre,·ention of floods, soil ero!ion etc., should come 
first before everything else. 

( il) Next in importance is the presen•ation of the 
minimum amount of forest necP.ssary for the general 
well-being of the country. 
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(iit) When the above two conditions are fulfilied cultiva
tion shoul,d · come before. forestry. 

(iv) The satisfac!f;ion of the wants of the local population . 
free or at non-competitive . rates . comes before 
revenue, ·and · 

(v) After all the above are satisfied, the realisation of 
revenue to the greatest possible extent is permitted. 

A corollary of the above policy is the laying down of the 
percentage area of the country which should be under forest, The 
report in question thinks that as a rough minimum guide for 
India; 20 to 25 per cent. might be adopted ·and this must be 
properly distributed over provinces. Having regard to the 
fact that the existing forest area falls considerably below this 
figure, attempts should be made to increase the forest area 
upto the minimum requirements of the country. The following 
methods of increasing the forest area: should be tried: 

n) b~inging more governme~t waste lands under forest; · 
(2) bringing more private area. under for~st; 
(8) legal control of private forests. Ideally, government 

should take over all forests which must be pre
served for climatic or physical reasons and such 
further quantity as may ,be necessary. to supply 
the general needs of the community. If this is 
not possible at once, the minimum of control 'to 
be exercised over private lorests is the prevention 
of their destruction and enforcing compulsory pro
per forest management. 

As regards the consumption of . forest the main problem 
. in India is to supply the ordinary 'agricultural villagers with 

the forest produce they need largely to prevent the burning 
of oowdung, the most easily obtainable manure. Efforts to 
find out a cheap alternative fuel should form part of the general 
forest policy.· 

LIVE-STOCK P9SITION 

In respect of live-stock, India can boast of nearly one-third 
of the world's total bovine population. The density of cattle 
per ,100 acres of sown area is as high as 67 in India as against 
25 in Egypt, 15 in China and 6 in Japan. But this enormous 
bovine population in India, ·in the present form, is more a 
liability than an asset. The animals are weak, decrepit and 
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semi-starved ant! have little working efficiency. Many of them 
ure not equal even to the task of drawing a light wooden plough 
over the soil. Ploughing in India, consequently, is no more 
than mere scratching of the surface and deep ploughing is a 
rare phenomenon. And yet the live-stock products occupy an 
important place in the country's economy. According to an 
estimate made by Norman C. Wright in 1937, the industry 
contributes 50 per cent. to the country's total agricultural 
income. This shows the importance of the industry to the 
nation, if only the productive value of cattle could be increased 
by means of scientific methods of animal husbandry and proper 
feeding and rearing. 

MINERALS 

The minerals which form the basis of a country's indus
trialisation are ~I and iro_~· It is now an oft-repeated saying r· 
that the German Empire was founded not on blood and iron 
but on coal and iron. It is also well-known that the shortage 
of coal proved fatal to the industrialisation of France. India's 
resources in these two minerals, in absolute terms, are not 
inconsiderable. Tbe iron ore deposits in our country are I 
considered to be one of the world's major reservoirs and she ! 
is exceeded in this field only by the ""Q§_§!t and the ..!J.§A. Coal ' 
resources, though very much smaller than iron ore, nevertheless 
appear to be considerable in volume, but when related to the 
population or the country and their needs the quantum appears 
small. The Coal Mining Committee of 1937 estimated India's 
reserve of workable coal of all grades to a depth of 1,000 ft. at 
20,000 million tons. This works out at about 60 tons per head 
of her population as against 37,300 tons per hea4 in Canada and 
Newfoundland, 20,600 tons in South Africa, 17,000 tons in USA 
and Cuba, 6,300 tons in the USSR, 3,700 in the U.K., 3,580 in 
Australia and New Zealand, M6 in China and 227 in Japan. 
Compared to these countries, our per capita coal resources are 
indeed very small. 

It should be noted further 'that of the total reserve of 
20,000 million tons only some 1,00o million tons are superior 
caking coal of a standard suitable for iron ore melting. As Sir 
Cyril S. Fox has pointed out~ this reserve of caking coal "would 
not be sufficient to melt more than half of the good iron ore in 
the Singhbhum region, to say nothing of the iron ore reserves in 
other parts of India!" The life of the avail!!.ble reserves of 

5 



84 

superior coal, needed for metallurgical purpose, could have been 
increased if inferior coal of grade II and grade III were used for 
purposes for which superior coal of selected grade and grade I is 
now used. It is noteworthy that of the average annual output 
of 12 million tons of good quality caking coal, only about 3 
million tons are used legitimately, i.e., in iron ore melting, while 
the balance 9 million tons are wasted annually in inferior uses, 
e.g., in locomotives and factory boilers. It is high time that the 
railways were persuaded to use inferior coal for running their 
locomotives, thus sparing a large quantity of precious metal
lurgical coal from going into waste. Organised research should 
be carried out for finding out further uses of inferior coal. 

In petroleum too the country is very deficient. After the 
. separation of Burma, India can claim but little in the shape 
of oil resources. India's production of crude petroleum in 
1940 was only .325,000 metric tons as against 1,000,000 tons 
for Burma and a total production of 293,000,000 tons for the 
whole world. To satisfy our need we may be able to import 
as much as we require but such dependence reveals a weak 
position, at least in time of war. Further, our meagre resources 
in oil mean that we should concentrate upon such oil-saving 
devices as have come into practice during this war, e.g., the 
use of gas plants on light motor traffic. We should also explore 
the full possibilities of the use of power· alcohol from molasses. 
But even with such improvements, the country will have to 
depend on foreign supplies. 

But there is one redeeming feature in all this. It is an 
unmistakable trend of recent ryears that coal is becoming less 
important as power while water is coming into its own. 
According to a publication of the Royal Institute of Inter
national Affairs, ~ndi:t's potential water power at ordinary 
minimum flow amounts to as much as 39.0 million h.p. and 
she is exceeded in this field only by the USSR which ·com~ 
mands 78.0 million h.p. As yet, India has developed very 
little of her water reserve, although nowhere else is this deve
lopment so urgently demanded. The development of hydro
electric power is necessary not only for industrialisation but 
also for stimulating the agricultural development of the coun
try. For in absence of this there is little power to irrigate the 
field in places where the limits of flow irrigation works have 
been reached, The development of hydro-electric power should 
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be accorded, therefore, a very high place in the list of the 
priorities of the ~ation. 

Apart from the sources of power, the other minerals whose 
absence or inadequacy is seriously felt are lead, zinc, copper 
and sulphur. The separation of Burma has left us poorer in 
these fields also. 

Although India is deficient in respect of minerals men
tioned above, there are others in which she has either an. 
exportable surplus or is self-sufficient. These include, apart 
from iron, all the minerals which are required to develop basic 
and key industries. These are kyanite, magnesite, manganese, 
mica, talc, etc. We are not only self-sufficient in these; but 
en-ry year we t'Xport large quantities of these minerals. In 
mica, "one of the essential minerals in modern civilisation", 
India contributes thrt'e-fifths of the world's production and 
)~ads the list of producing countries. In manganese, she occupies 
a position second only to that of Rugsia. In monazite, too, 
~he leads all other countries. In 1H38 India supplied 88% of 
the world's requirements of this mineral. 

There · is an important consideration affecting these 
minerals. At present large quantities of them are exported to 
foreign countries at the raw ·material stage, with serious 
impairment to our re~erves. The industries based on them are 
still undenloped in India but when the time comes for their 
develdPment we may be confronted with shortage of these 
minerals owing to their dissipation at present in the- form of 
exports. :Mica, an essential e-lement of defence and other 
industrial ne-eds, is shipped abroad in vast quantities without 
being locally treated. The same applies to ilmenite, monazite, 
kyanite, magnesite and chromite. We require very strict 
vigilance over the export of these minerals so that our reserves 
are not dissipated or exported without being treated within 
the eountry as far as possible. 

Ovn-.ui PosiTJOs oF NATURAL REsouRCES 

These are the- main re-sour•'es of India. As I ha,·e pointed 
out already, in absolute- ttrms they are not ineonsiderable. But 
when related to the .WO millions of people the resources per head 
wear considerably thinner. A compariwn of the per capita 
resourees in India with those of other countries is instrueti\·e. 
The accompanying table, r••produced from a publication of the 
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Royal Institute of International Affairs, gives the. relevant data 
in this respect. 

NATURAL RESOURQES PER lpl!D 

Coal & Lignite Potential Iron ore Arable & Pasture 
Reserves Water metal other cui· (acres/ 
Coal equivalent Power content tivated head). 
(tons per head) at ordi- (tons I head) land 

nary mini· ( acres/ 
mum flow 
(h. p.fhead) 

head) 

u. K. ·' 8,700 0.015 88.1 0.28 0.40 
West Continental 

Europe 1,510 0.20 81.4 1.09 0.47 
East Continental 

Europe 980 0.10 4.1 1.84 0.51 
USSR 6,800 0.46 94.0 2~85 5.70 
USA & Cuba 17,000 0.25 48.0 2.66 4.40 
Canada and New-

foundland 87,300 2.~7 217.1 5.04 . 6.78 
South Africa 20,600 0.28 800.0 1.81 10.00 
Australia and New 

Zealand 8,580 0.64 20.7 8.74 17.00 
Argenti~e, Uruguay 

and Chile ... 107 0,48 12.7 4.64 l!i.70 
India· 66 o:1o 5.9 1.29 0.52 
China 546 0.05 1.4 0.55 1.78 
Japan 227 0.10 0.4 0,28 . 0.11 

All countries listed 8,000 0.16 24.6 1.80 2.10 

. This table is at best. rough and fallible. Not all the figures 
mentioned are strictly comparable. In some cases data have 
been produced for a group of countries taken together, while the 
right course would have been to examine them with reference to 
each of the countries included in the group. Nevertheless, if· 
read with caution and some allowance for probable errors, they 
provide a useful comparative study. Thus it is found that 
India, having the largest agricultural resources in absolute terms, 
is reduced to the bare position of oniy 1.29 acres per head 
when the population is taken into account. It is the same 
case with regard to other items in th~ table, coal, iron ore and 
water power-the per capita :figure in each case assuming a 
low magnitude despite the fact that the absolute quantum is 
not small. 
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Bur the position is really not so serious as it may appear at 
first sight. The inherent nature of man is to rise above his 
environment and handicaps and effect an expansion of resources 
in conditions of limited resources. Indeed, planning would lose 
all its meaning or significance if it fails to achieve this. Take, 
for instance, agricultural land. Apart from extension of culti
vation, there is, as I haw pointed out, a wide scope for improve
ment in yield and productivity which in other countries have 
reached the maximum. Our potentialities for developing 
hydro-electric power are also great. There is, further, the 
question of our accessibility to world's raw materials. The 
strong position we hold in respect of some important minerals 
having uninrsal demand, such as manganese and mica, should 
enable us to procure the needo'd supplies in exchange through 
international agreements. In fact, importers in our country 
have at no time felt any serious difficulty in obtaining the 
needed minerals from abroad. It is unlikely that conditions 
in this respect will change for ~he worse in the post
war scheme of things. Moreover, we ha\·e failed so far to utilise 
substitutes, whieh may be locally a\·ailable, or to develop alter
natin• sourct-s through scientific research. A good example of 
tltis is the case of gypsum in the production of sulphur. Like
wise, aluminium may be used as a substitute for copper. So far 
very little attention has been paid to the discowry of such 
essential substitutes. A bare beginning has been made under 
the strain of the war and the critical situation that arose when 
the )lediterranean was impassable and the shipping shortage was 
wry acute. The results of eYen this bare beginning encourage 
us to expect very substantial results from the continuance of 
sustained research. In any _estimate of our resources, therefore, 
we should bear in mind how significantly these may be expanded 
by the search for substitutes. It is to be noted further that 
the plastic industry in our country may be so denloped as to 
be able to remedy the shortage of materials in many directions. 
In fact, in the opinion of some, we are approaching what has 
been called a 'plastic age.' In countries like England and 
America great strides haYe been made in the development of 
plastic industry and men are putting their whole liws into the 
future of the industry. Prior to the outbreak of war it was only 
known to and used by the electrical trades, the radio manufac
turas, and to a limited extent, the engin:?er. But the war-time 
shortage of materials and the necessity to impor:t only the 
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barest essentials have l~d to a speeding up in research with a 
consequent .terrific demand, for plastic materials in whatever 
sphere and to whatever purpose they could possibly be applied. 
Similar attempts in our country to explore the possibilities of 
plastics may go a long way in curing the shortage of materials. 

I must also .emphasise that the resources of India are still 
unexplored. No exhaustive survey has ever been made covering 
the whole ground. In most cases, surveys undertaken in India 
have been hasty, incomplet!l and perfunctory. We have some
thing to learn. from the experience of Russia which, as. a result 
of an extensive and careful survey, discovered undreamt of 
quantities of mineral wealth in places which nobody would have 
credited with such mineral wealth. 

CAPITAL AND SAVINGS 

I now turn to the mutable factors in industrial development. 
One of the most ·obvious of these is the supply · of 
capital which depends mainly on the accumulation of savings 
by a. nation. The relative size of income and expenditure, 
standard of living, channels of investments, such as trustworthy 
banks .and stock exchanges are some of the factors which deter
mine the volume of savings in a· country. Underlying these 
essential conditions is the necessity for a certain degree of 
political and social stability. The cont~ual danger of revolution 
or foreign conquest, which may cause repudiation of debts or 
COnfiscatiOn Of savings, obviously inhibits lending either to 
industry directly or to banks, and causes such savings as are 
accumulated to be invested either in real property, in bullion or 
in foreign currency and. foreign securities.. With a stable 
national government, deterllljned to ameliorate the conditions 
of the masses, people may readily trust their savings, even at 
considerable personal inconvenienc~, while they may be chary 
of lending anything to a distant, .. alien and unsympathetic 
government. 

T.he mutability of this factor is· very plain. Political and 
social stability of a certain degree. being attained, institutions 
for the canalization of savings can grow up, and foreign credits 
also can be attracted. At the present moment the standard of 
living in India is no doubt much too/ low to allow any, appre~ 
ciable scope for savings by the common man. There is hardly 
any margin left after meeting the bare necessaries. Neverthe
less, we need not despair of raising the necessary capital for 
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finanr:ing a plan or ('C()IIOmic development. There is, in the first 
place, a vast volume of hoarded wealth in the country, part 
of which should become available for capital investment if a 
national government comes into power in which people have full 
confidence. There is, secondly, the accumulated sterling balances 
which could be utilised for importing the capital goods required 
at the beginning of the plan. Thirdly, we have usually a favour
able balance of trade with foreign countries which is unlikely to 
shrink after the war. Now that our sterling obligations are 
repatriated, the favourable trade balance should be available for 
capital investment at home. By far the larger part of capital 
supply, however, should come from internal savings and much 
would depend on the . coQsiderations mentioned above in this 
respect. The percentage of savings to national income in foreign 
countries may be profitably noted in this connection. · Colin 
Clark gives the following figures in respect of a number of 
countries: 

U.K. U.S, A. GERMANY JAPAN RUSSIA 

1!.100-10 12.2 14.3 19.1 8 •) .... 
l!.Jlfl-21 8,1 12.2 - 21.9 

1925-:m 7.6 10.9 7.7 19.8 7.8 

l93l-37 7.0 5.0 11.8 21.9 U.2 
·---~ ~ ----~---··-

In India, as already stated, the standard of living is 
<'Xtremely low. The percentage of savings at the initial stage 
must necessarily be very much lower than in the above countries. 
Any compulsion put upon the poor to save at this stage will 
impinge on his standard of living which is already low. It is the 
richer sections in society which should bear the responsibility of 
saving very much more than they do now. Obviously the 
percentage will increase as the plan develops and succeeds in 
raising the standard of Jiving of the people. 

Apart from these, another potential source of .financing is 
what is called "created money", provided, however, this does 
not lead to inflationary conditions. The inflationary gap is 
filled up when every instalment of created money is matched, 
apart from savings, by corresponding production. In a country 
with large idle resources, this bridging of the gap is comparative
ly easier. Nevertheless, there may be a time-lag during which 
some inflationary tendency may be in operation until production 
is sufficiently increased to offset the addition to the circulation. 
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If our internal sources ~f capital prove inadequate, we may 
resort to foreign borrowings. What ru:e our prospects for obtain
ing foreign capital ? · India has generally enjoyed a high credit 
in foreign capital markets and this war .has further strengthened 
·her credit in these markets. She should therefore be able to 
borrow substantial amounts of capital if she so wishes in these 
maJ:kets provided there is a stable :national government in the 
country. In the past, such borrowing has been Qften accom
panied by . undesirable political influences and ·interference of 
foreign vested interests. Any foreign loans that India may wish 
to raise 'in future must be free from all political influence or 
interference. I may point out that circumstances may even 
arise when it may be necessary to encourage the flow of foreign 
capital into Indian enterprises when these are vast undertakings, 
requiring equally vast capital outlay and technical assistance, 
beyond the capacity of Indians to supply at the initial stages. 
It may be that these big and enormous projects may never 
have a chance to grow and develop without the assistance of 
foreign capital and technical skill. In such exceptional cases 
.it may be to the interests of India to enter into a kindof 
partnership . with foreign capital and skill, provided appropriate 
safeguards are adopted for ensuring that these do not give rise 
to foreign ve·s.ted interests, as . in the past. Special charters 
granted to foreigners by national government, laying down in .. 
clear and w1equivocal terms the. details of the conditions and 
terms of foreign participation may well provide such safeguards 
as may be necessary in the interest of India. 

MAN PowER 

The other mutable factor in industrial development is man
power. We have· th.is resource· in its basic raw state in super
abundance. :Properiy trained and educa~ed, they are capable 
of being turned to good account even in work of great intricacy 
and demanding the highest degree of technical skill, as the war 
has demon,;\rated. But in its present. form Indian labour is 
supposed to be far less efficient than, labour in industrially 
developed countries. No precise comparison, however, is 
possible, in my opinion, because of the entirely dissimilar con
ditions. It is perhaps true that in physical terms Indian labour 
produces less than his foreign counterpart. But this is due to 
no inherent .defect or inferiority. The surrounding disabilities 
Wld h11,I!dicaps are more at fault than his innat~ ability. l%ft\· 
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cicncy of labour is a function not of labour alone but of capital 
and of the social environment as a whole as well. The foreign 
worker produces more in an hour because he has more mechani
cal equipment to assist him. It is strange that this simple truth 
is not more widely recognized. The bad type of the raw material 
used by him, old and obsolete machinery and devices with which 
he works and the last but not the least his poor physique and 
lack of zest, both of which are largely due to his low wages, 
are the main reasons which account for his low productivity. It 
is a fact that high wages and high standard of living lead to high 
productivity. But the wagrs and standard of living of the 
Indian labourer are among the lowest in the world. Unsatis
factory conditions of work at the mills, bad and insanitary 
housing, the malnutrition from which he suffers and the lack of 
genrral education reduce the quality of his work which is reflect
ed in low output. None of these conditions, however, are irre
movable. Almost all of thrm are mutable and subject to recti
fication. How important the residual and unalterable factors 
of climate and hereditary constitution are in determining the 
working c•pacity of a people, it is difficult to say, but "it would 
apprar wise in general to rate them low." "At all events, 
differences in industrial skill can be removed very effectively by 
technical training (to which general education may be a 
necessary prelude) in the course of time; there is little, if any, 
e,·idcnce that the peoples of the economically backward parts of 
the worlJ are inherently less capable of learning than those of 
the advanced countries." It should also be remembered that 
the fact that the most advanced countries in the world have 
de\'eloped their industries after emerging from largely similar 
economic and social condition.s shows clearly that the difference 
in productivity is not due to any lack of natural aptitude, but 
mainly to lack of education and similar social handicaps. There· 
fore not only vocational training for the higher grades of technical 
skill, but even general education would have to form an essen
tial part of any programme of large-scale industrialisation. 

In passing I may refer to the problem of over-population 
from which India suffers. Elaborate statistical investigation in 
this respect with regard to a large number of countries, such as, 
Czecho-slovakia, France, Belgium, Canada, Japan and others has 
established that it is in predominantly agricultural countries 
that the Malthusian relationship of population and real income 
holds good, while in industrial countries or countries which have 

6 
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an opportunity of transferring a substantial proportion of the 
working population away from primary production, the 
:Malthusian theory does not apply. and that even its reverse ·may 
be true. If this is so, industrialisation and a .shift of the popu
lation away from agriculture is an effective weapon in the solu
tion of what is called the problem of over-population in India. 
Without being frightened, therefore, by the :Malthusian spectre 
it would be more profitable to tackle seriously and more 
effectively the problem of India's industrialisation and try this 
method for the solution of' the problem. Further, I consider 
that the adoption of measures of birth-control and similar 
measures would have little efficacy at this stage of India's . 
. development. This is also the experience of countries which 
have tried these measures for solution of the problem. 

But our population, as I have said already, would require 
to be educated and trained if they are to be properly utilised. 
For this a comprehensive scheme of education aiming at literacy 
for all above the age of ten and removing adult illiteracy will be 
essential. Apart from this, the execution of a comprehensive 
plan of economic development will itself require a huge techni
cally trained personnel for various posts in agriculture, industry 
and trade and for general administration. The availability of 
a certain minimum of experienced technical force is also essen
tial for the establishment of heavy industries. In Soviet Russia 
in 19&9 out of a total population of 170 millions, over 9i millions 
consisted of trained staff, such as heads of administration, 
managers of industries and agriculture, engineers, architects, 
technicians, teachers, etc. .The creation of such a huge technical 
staff for India is a stupendous task but nevertheless an essential 
one. In fact, it is recognised that the real bottleneck in 
emb11rking upon a plan of speedy industrialisation may be, not 
finance, but an adequate· cadre of technical personnel. The 
war has, however, provided an impetus to the growth of a 
technical cadre in India. Not only has there been an expansion 
of industries to meet war needs requiring the employment of 
a large number of technicians, but the growing number of Indian 
soldiers, who are mostly recruited from rural areas, will have 
acquired some knowledge of handling intricate m~hinery in 
actual fighting and thereby become mechanically-minded. The 
problem of technicians at higher levels may prove more difficult. 
The Government of India's scheme for sending Indian· technicians 
abroad for further and higher training is, therefore, a laudable 
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measure although the number proposed to be sent out is ·still 
meagre. The Governmel'llt of India is also contemplating to 
give stimulus to higher technical and technological training for 
which they have already established a Committee to go into 
the matter. As the theoretical and practical training of such 
personnel might take, on the average, at least five years, 
in the initial stages of our plan for industrialisation we may have 
to depend on the assistance of foreign technical experts. But 
the services of foreign technicians that we may need should, like 
foreign investments, be free from political influence or inter
ference of foreign vested interests. 

A survey of our resources, such as is possible in the scope of 
one short lecture, should suffice to· show that vast as are our 
requirements, the two together leave no disheartening chasm 
between them. In some respects, no doubt, comparisons with 
foreign countries are suggestive of more uphill tasks than we 
have been traditionally prepared for. But it is certain that 
fears raised by theories of over-population are as much over
wrought as the hopes of a sudden dawn of Utopia are extrava
gant. To be on the road to rising standards of living, we have 
to accomplish a great deal by way of making our natural 
resources more readily serviceable to our needs. Our land, 
though old, may be made to yield more of a rich variety of 
crops; our people, though illiterate and untrained, are capable 
of turning out as good and as much work as people anywhere 
else in the world; our savings, shy and meagre at one time, 
have become of late bold and large. But the problem of bringing 
these three factors in proper relation so that each strengthens 
the other two and the nation rises to new heights of prosperity, 
is one of evolving a plan suited to our requirements and 
resources and in the formulation of which idealism and a sense 
of realism should be happily blended.· These questions, I shall 
consider in the next series of lectures. 
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AGRICULTURE 
The place of agriculture in the planned development of our 

national economy is often the subject either of loose economic 
thinking or an unduly sentimental approach. In India, where 
there has been little industrial development and where there 
is a strong belief that an alien government has tried both 
positively and negatively to stifle India's industrial aspirations, 
tthe people are psychologically prone to have in their attitude 
to Industrialisation a kind of wistful longing which is not 
conducive to clear thinking, Likewise, since industry is asso
ciated with big business, any emphasis .is apt to be misunder
stood as lack of sympathy for the masses. :.t'here is need there
fore to steer clear both of a demagogic exaggeration of the 
importance of agriculture and a slavish adoration of industry 
for its own sake. If our plans are closely related to the 
standard of living and the consumption on a definite scale of 
the necessaries and comforts of life, our task is to ensure that 
the annual production of the various goods and services will 
~e bn the . requisite scale, without making too much of the 
somewhat arbitrary distinction between agriculture and industry. 
io make the land yield all the agricultural prodU'cts on the 
requisite scale, we shall- certainly have to develop a number of 
industries. Without the manufacture of fertilisers, agricultural 
implemenb and agricultural machinery, our agriculture would 
be uneconomic and would fail to stistain the population. Like
wise, industries like sugar · and cotton textiles cannot .increase 
their efficiency unless the cost of the raw material is reduced 
or its quality improved by increasing the yield per acre or the 
quality of the product. The development of industry and 
agriculture are thus closely bound up together; and any ques" 
tion of partiality ~r preference between the two is unreal. · 

The difference lies in the fact that improvement of agri
culture in the initial stages may be expected to have a wider 
ipcidence of human well-being. In planning the economic life 
of India we must necessarily pay smpewhat greater attention 
to agriculture than is U'Sually done in some other industrialised 
countries. It is probably not always realised that even when 
we have industrialised our country in accordance with some 
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plan, a larger proportion of our population will still be engaged \ 
in agriculture than in industry. In view of the fact that the · 
appalling poverty of the Indian masses has hself been a factor 
in retarding Indian industry, the most important task for us, 
both from the point of view of i~dustry as well as agriculture, 

is to raise the purc~!LE_<?~er of the people and their standard 
of _,!i'.ing. In the peculiar conditions of India where agricul
ture supports the bulk of the population, agricultural improve
ment must necessarily occupy a very important place in our 
plan of economic development. Industrialisation can hardly 
sustain itself in the absence of improved agricultural condi
tions. For, if there is to be an expansion of industrial produc
tion of the magnitude that we desire, the purchasing power 
of the rural population will have to be raised considerably so 
as to ensure an effective demand for the enlarged supply of 
industrial goods. It is true that the workers in the industries 
concerned, as well as the whole mass of people providing services 
of various kinds will help to expand the market for increased 
industrial output. But it is necessary above all to raise the 
purchasing power of the masses, as otherwise the investment 
in industries which may well have to run into thousands of 
crores of rupees may prove sterile. There can be little doubt, 
from the experience of past depressions, that a powerful element l 

in the serious fluctuations in urban and industrial employment 1 

has been the instability and insufficiency over a period of the ' 
rewards of primary producers, whether at home or abroad. 

But I should not be understood to imply that conditions in 
agriculture can be improved in isolation, without a parallel 
growth of industries. The bt~ne of Indian agriculture is over
crowding. No programme of agricultural improvement can 
succeed unless such surplus as may be left on land even after 
full development of agriculture is absorbed in industrial pursuits 
and other avenues of life. Further, a successful programme of 
industrialisation, coupled with social security measures, will 
rat;;"e the total demand for food and industrial raw materials 
and keep it steady. Neither agriculture nor industries can, 
therefore, be considered in isolation but as part of a national 
eeonomic poliey, that is, as part of the way in which it is 
derided to employ national resourees in order to make the best 
use of them in terms of goods, services and security. 
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TARGET OF AGRICULTURAL PRODUCTION. 

In drawing up the agricultural programme the first thing 
to determine in a general way is the extent to which .agricultural 
production. should be increased. This has to be done after 
taking into account the nation's. requirements of food, and the 
requirements of commercial c~ops for internal purposes as well 
as for the eJ!:ternal purposes of exports and, more important · 
than either, the nature and extent of the land we have at our 
disposal. Before proceeding further in this enquiry, it is neces
sary to draw attention to some features of our problem in this 
regard. The main purposes to which land has to be ·devoted 
can be easily understood. Food and raw materials for industry 
make the first claim on our land resources and easily come to 
one's mind in this connection. What does not occur to all 
as readily is the land needed for grazing and the growing of 
fodder for cattle. As a nation we have been so indifferent to 
this need that we are now paying the pri~e of this neglect in 
,the poor quality of our cattle. There is then the demand 
which forestry makes on our land, a demand which only those 
~ho ha~e had occasion to think of the subject can be fully 
aware of. All these different demands on our l~nd resources 
have got to be adjusted according to our needs and according 
to our success in the utilisation of land for each of these 
purposes. What I mean is that if our attempts to raise the 
yield 'per acre of, say rice, are more successful than of some 
other ·crop and if our needs of each ·have not changed, then 
it may be possible even to reduce the area under rice and turn 
over the land thus released to some other purpose. We have 
thus to think of the possibility of or the need for changes in 
the apportionment of our available land. But what is import
ant at this stage is to remember that, of the various kinds of 
resources we have to deal with in economics, land is the least 
alterable, although it must be admmitted that the productivity 
of land itself is capable of improvement by adding to soil 
fertility, application ~f manure and water, prevention of 
erosion and so on. 

We may now proceed to consider our requirements under 
the head, food. The increases contemplated by the Imperial 
Council of Agricultural Research so as to secure a well~ 
balanced nutritive diet for the whol~ population have been 
already noted, viz., cereals by 10 per cent, pulses by 20 per 
c~nt., fats and oils by 250 per cent., frui:ts. by 50 per cent., 
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wgctablcs by 100 per cent,, milk by 300 per cent. and fish and 
eggs by 300 per cent. In addition provision is made for ade
quate supplies of animal food-stuffs which would necessitate 
increasing the present production of oil cakes and other concen
trates by 400 per cent. and fodder by 55 per cent. There 
would still remain the question of achieving the proper balance 
between food and commercial erops. So far as industrial crops 
like cotton, jute etc., are concerned there appears to be no 
marked sho~tage in quantity in normal times. But this is not 
a fair criterion for ascertaining the extent to which commercial 
crops should be produced. For, as the standard of living 
improves as a result of development in the various spheres of 
economy, the d~mand of cloth for example, will go up; if as 
a result more mills are established, more cotton will be needed 
by them. The same applies to oil-crushing industries which~ 
when developed, would demand more oil seeds. Moreover, 
increased production is necessary in respect of produce of better 
quality even in normal time3, such as long staple cotton. 

Whatever may be the volume of production of commercial 
crops the areas under the respec:tive crops will have to be re
adjusted. The fortunes of jute, tea, cotton, oil-seeds etc., are 
too much bound up with foreign trade. Areas under them 
would' have to be adjusted in accordance with the conditions 
of international trade that might come to prevail in the post
war period. On the other hand, the element of uncertainty 
attaching t.o these crops due to their excessive dependence on 
foreign markets might be considerably reduced when internal 
demands increase as a result of development in various spheres. 
For instance, the substitution of a large proportion of the 
existing short staple cotton by long staple varieties and the 
development of cotton textile· and oil crushing industries within 
the country would act in this direction: 

Taking· all our r~quirements into consideration,-the 
requirements of food and commercial crops-the Imperial 
Council of Agricultural Research has estimated an over-all 
incre::1se of agricultural production to the extent of 100 per cent. 
over its pre-war level, spread over a period of 15 years and at 
an estimated total capital expenditure of Rs. 1,000 crores. 
The corresponding ~figure of increase in the Bombay Plan is 130 
per cent. at an estimated capital cost of Rs. 1,240 crores. The 
di~parity between the two figures, it should be noted, is not 
very great. In any case, they serve to offer some idea of the 
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increase of agricultural production that ·would be necessary in 
'our plan. The actual figure o! increase will have to be fixed 
after a good deal of . hard and patient work at the time of 
executing the plan but there is no doubt that production . of 
agriculture will have to be increased substantially if the mini
mum standard of living is to be attained. 

SCO,PE FOR INCREASING AGRICULTURAl. OUTPUT-THE 

. QuESTION OF YIELD 
The more important question is whether such vast increase 

of agricultural output is a practical proposition. According to 
many, the results of the 'Grow More Food' campaign during 
the war does p.ot justify any such high hopes. The fact that 
agricultural production has increased but very little during the 
war despite the stimulus of high prices goes to show, according 
to this view, that agricultural 'production in India has perhaps 
reached its peak and there is no great scope for further increase. 
But this is an absolutely erroneous view. If the facts cited 
prove anything it is this that Indian agriculture has become so 
retrogressive and jt suffers from such a oomplicated tangle of 
'handicaps and ·disabilities that no change or improvement can 
lbe brought about in this sphere by merely. leaving it to the 

·natural forces of economic progress. The defects . and 'handi
caps have to be removed by deliberate and concerted moves in 
many directions. During the war very little has been done in 
this respect and . consequently no better results could be 
expected. 

The scope for inerease of production of Indian agriculture 
becomes apparent from the consideration of its average yield 
which is ,incred~bly !ow in comparison with yields •in foreign 
countries. For instance, the avera~ yield of rice in India is 
in the neighbourhood of 800 lbs. per acre as against 1,400 lbs. 
in China, 1,450 lbs. in the U.S.A., 2,000 lbs. in Egypt, 2,300 lbs. 
in Japan and 8000 lbs. in Italy, It is the same story with 
regard to other crops. Sir MacDougall, one of the ·foreign 
experts on· the Indian Central Banking Enquiry Committee, 
very clearly brought out the significance of this low yield. 
Explaining the economic loss arising from low yield in connec
tion with wheat alone he says: "~f the· output per acre in 
terms of wheat were raised to that of France, the wealth of the 
country would be raised by £669,000,000 a year. If the oultput 
were in . terms of Englisb ptoduction, it would be raised by 
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£I ,ooo,ooo,ooo. In terms of Danish wheat production, the 
increase of wealth would be £1,500,000,000 per year." 

But the question arises whether such vast increase in yield 
is capable of achievement. The report on the "Technological 
Possibilities of Agricultural Development in India" prepared by 
Dr. W. Burns throws a flood of light on this matter. Taking 
each of the principal crops in turn, Dr. Burns has tried to assess 
the technological possibilities of increasing their yields per acre 
which research has shown to be possible (i) by using improved 
val'lieties of seed, (ii) by application of manure and (iii) by 
protection from diseases. He has actually estimated the extent 
to which the present average yield per acre could be raised if 
all these known methods of improvement were put into effect. 
Thus in the case of rice the average yield per acre during the 
last five years ending 1942-43 was 738 lbs. At a conservative 
estimate this yield can be increased by 80 per cent. viz., 5 per 
cent. by using improved varieties, 20 per cent by increased ttse 
of manure, 5 per cent. through protection from diseases. He 
thinks that there should even be no difficulty in increasing the 
present average yield by 50 per cent. viz., 10 per cent. by 
improved varieties of seeds and 40 per cent. by manuring. 
This would raise the production of rice to 959 lbs. per acre and 
Dr. Burns suggests that India should aim at an average of 
1000 lbs. of rice per acre-an average already achieved in some 
provinces of India. Similar estimates of increa~ed yield of other 
principal crops are given and in each case substantial increases 
are shown to be possible. I should perhaps mention in this 
context that attempts made in some Asiatic countries, such as 
Java and Siam, in more or less similar economic and climatic 
conditions, have largely succeeded in raising the yield of rice 
which is about one and a half time more than what obtains in 
India. There appears to be no reason why similar yields can
not be obtained on the fields of India, particularly when condi
tions in many respects are similar. 

EssENTIAL CoNDITIONS FoR IMPROVING YIELD 

Co-oPERATIVE FARMING 

But the methods of improving the yield of agriculture can
not be applied without first carrying out certain fundamental 
reforms. The most crippling handicap of agriculture at present 
is subdivision-cum-fragmentation of arable land, which leads to 
a vicious chain of consequences with which all of us are familiar. 

7 
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The minuteness of the. unit of tillage bars the adoption of scienti
fic farming which alone can transform agriculture from its 
present subsistence stage into ·a pl'ofitable branch of production. 
Attempts to introduce sturdier cattle, improved implements or 
scientific manuring do not succeed now, because in the first 
place the area "of operation is much too small and, secondly, 
even this small total represents a sum of many scattered plots. 
Agriculture remains unprofitable because of this complex of 
causes and capital is scared. away in consequence. There is, 
therefore, no prospect .of a permanent cure for agriculture un
less this basic problem of subdivision-cum-fragmentation is 

. solved in ·a satisfactory manner, The solution which I suggest 
is co-operative or collective farming w~ich appears to present 
less difficulties than any other method. The idea is to accom~ 
plish a merger of the tiny, scattered plots over a certain area 
and bring about larger farming units. The working peasants 
over this area should_ pool their small and scattered individual 
resources so that their united means of production and their 
common organized labour may be used for the purpose of farm
ing a large collective economic unit. The way ~ do this would 
be by establishing a farming society composed of the peasants 
themselves. The assets of the society would consist of the sum
total of the individual assets. But it should be noted that 
individual rights in land will remain unaltered, while a system 
of joint ·management and farming will be brought in. This is 
necessary because in actual practice it is extremely difficult to 
induce · cultivators to surrender their individual rights. The 
attachment of the peasant to his land is very strong. Every 
m~mber of the farming society will be credited in the accounts 
of the society with the value of his land, which he brings in for 
joint cultivation. This would entitle him to an agreed partici
pation iri its 'profits. The land so held in a compact block 
would be divided into .fields in accordance with the authorised 
crpp rotation. Cultivation may be carried out by· the labour of 
the members themselves as far as practicable, but the hiring of 

·outside labour may also be made, when necessary. If such out
side labour is engaged his wage will obviously be charged !to the 
expenses of the society, Payments to members will be of two 
kinds--their annual share in the net ,profits of the farm in pro
portion to their holdings in the society and secondly the day-to
day wage of their labour on the farm. Individual live-stock 
and farming implements may also be pooled in the same way 
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and for which also a proportionate return may be paid. I may 
point out that in Soviet Russia collectivisation has been sought 
to be achieved on a much wider scale and little is left in private 
ownership. But although this is the ideal, in our country this 
may not be possible of immediate fulfllment. Even in Soviet 
Russia this proved to be a difficult task and the peasants in the 
initial stages of the first Five Year Plan, rather than surrender 
t~eir private cattle to the collective farm, slaughtered them in 
large numbers. In our country therefore at the initial stage the 
start should be made on the basis which I have described above. 

Co-operative or collective farming, as I have said, is 
.suggested as a remedy of the problem of sub-division and 
fragmentation. But it should be recognised that this evil is 
largely the result of over-crowdi~g and pressure of population 
on land. There is no prospect of a permanent cure of this 
problem except by relieving this pressure. All attempts at 
consolidation and amalgamation of holdings, whether by co
operative farming or other means, must ultimately fail unless 
it is paralleled by a shift of population away from land. It 
should be noted that while industrialisation will help to relieve 
this pressure, the process of agricultural improvement itself will 
create new avenues of employment for the surplus labour. 

REFORM OF LAND REVENUE SYSTEM 

Another question with which the successful carrying out of 
a scheme of co-operative farming is linked up is the system of 
land tenure. In the permanently settled zemindari areas the 
process of su:b-infeudation has gone so far that there is often an 
incredibly long chain of intermediate holders between the land
lord and the tenant. The Report of the Simon Commission 
pointed out that in some' cases as many as 50 or more inter
mediate interests have been created between the zemindar at 
the top and the actual cultivator at the bottom. "This", the 
Floud Cm~mission points out, "has resulted in dissipating the 
responsibility for the best use of the land in national interest 
amongst a hoS:t of rent-receivers, all of whom have to be sup
ported by the labour of the cultivator, and none of whom have 
either the incentive or the power to exercise any control over 
the use of the land." Such a system is patently inequitable. 
There is also little doubt that the prevalence of zemindari system 
by investing the possession of landed property with social dignity 
and prestige, by bringing into birth an easy and safe source of 
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cularly been resJl()nsible for the fact that the people of th~se areas 
have generally been attracted by investments in land rather than 
by industrial ventures. It will be desirable therefore to bring 
about a ryotwari. system of land tenure in areas where zeinin
dari system prevails on the lines of the recommendations of 
the Floud Commission whic~ reported on the l.and tenure sys
tem of Bengal; The Permanent Settlement and the zemindari 
system should be replaced by a Ryotwari system, 
under which the Government will be brought into direct 
relations with the actual cultivators by the acquisition of all 
the superior interests .in agricultural land. Once this is done, 
measures should be instituted for the establishment of co-opera
tive farming. The problem of agriculture will then resolve itself 
into one of augmenting production by improving the present low 
yield through intensive farming covering the following factors 

1. Better varieties of seeds, 
2. . Better. control of pests and diseases of the crops, 
8. Better irrigation facilities, 
4. Prevention of soil erosion, 
5. Better use of manures and .fertilizers, 
6. Better "impleme~ts and cultivations, 
7. Better systems ·of cropping, in particular better rota

tion and the use of more fodder crops with the view 
of obtaining more farm-yard manure. 

Without appropriate measures simultaneou'Sly taken in 
each of these spheres agricultural production cannot be ex
pected to reach the desired level. The question of indebtedness, 
which .before the war was a crushing burden on the ryots, should 
also be properly approached. It .is likely that various measures 
of debt conciliation and reduction adopted by different pro
vinces, coupled with the high prices of agricultural products 
during the War have led to considerable diminution of this debt, 
though this is often controverted. In any case, the real position 
should be ascertained and provision made for the liquidation of 
such debts as may still remain. The more important question, 
however, is that the ryots do not relapse into this state again. 
Th"e Government shall have to establish machinery either 
on a co-operative basis or otherwise to provide the ryot 
with credit to finance his agriC'Ul'tural operation. Cheap 
Agricultural Finance is an important part of any rural recons
truction programme and care should be taken to see that the 
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ryot is not made the victim of the usurious practices which 
have been responsible for his ruin in the past. Another point 
which has to be remembered in this connection is that a consi
derable part of the Indian peasants' resources is eaten away in 
the observance of traditional ceremonies and customary rites. 
Social propaganda is necessary to eliminate or at least reduce 
this uneconomic and wasteful expenditure, so that he may not 
have to run into debts on this account. To enable the ryots to 
get remunerative prices for their products and also to arrange for 
their economic distribution, it would be necessary to make 
proper marketing arrangements, which at present are 
rudimentary. 

I need not dilate on other measures which should be applied 
in each of the fields enumerated above, for they are well-known 
and many of them have received attention from the Imperial 
Council of Agricultural Research. The latest Kharegat Memo
randum on Agriculture has detailed these measures, which, if 
given effect to, will free our agriculture from many of the ills 
from which it now suffers. It is true, research has still to be 
pursued in many directions, for instance, in systematic testing 
.and multiplication of improved seeds, in devising better methods 
of control of pests and diseases and in many other directions. 
But experience shows that the results even of existing researches 
have not received any large-scale application in practice partly 
because sufficient effort has not been made in this direction and 
partly because many of the methods suggested appear strange 
and novel to cultivators. Intensive propaganda as well as 
practical training in the application of these methods would be 
necessary for making them acceptable to ryots. 

Of the various factors listed above for improving the yield 
and efficiency of agriculture l may be permitted to say some
thing on mechanisation and mixed cropping, the scope and 
utility of which do not appear to have yet been fully 
appreciated, 

ScoPE FOR MEcHANISATION 

The implements used by the Indian ryots in tilling the 
soil are among the simplest. A wooden plough and a spade 
are all that are used by him. Mere simplicity, however, should 
not lead one to pass a harsh judgment on the efficiency of these 
implements under existing conditions. As the Royal Com
mission on Indian Agriculture observed: "They are within the 



54 

capacity of the draught oxen, comparatively ~expensive, light 
and portable, easily made and easily repaired and they are 
constructed of materials which can he readily obtained." 
Widespread mechanisation, moreover, cannot be applied on the 
present small holdings· which are unable to keep engaged fully 
even a pair of.bullock and the plough. :Mechanisation ·can yield 
best results on bigger farms of the size of 1,000 acres~ although in 
Great Britain under the stress of the war it. is being increasingly 
applied to holdings of 100 acres or so. Average peasant 
holdings in India do . not even remotely approach this 
latter figure. -

It should not be taken to mean, however, that I am putting 
a premium . on the backward and archaic modes of cultivation 
in our country. Far from it. Indeed, to maximise yield it 
will be necessary to introduce increasingly . more efficient, 
scientific and up-to-date implements of agriculture. · But under 
existing conditions these will have to satisfy certain require
ments if they are to come into txtensive use among the culti
vators. The improved implements, desired to be introduced, 
must be cheap and within the means of the ryot. They 
should be simple, light and portable, so that even the most 
ignorant among the peasants could handle them with ease. 
The repair work should also be capable of being done in the 
village itself. Without these conditions being fulfilled there 
is hardly any chance for the ryots taking to so-called improved 
agricultural implements, 

Conditions, however, would most certainly alter if and when 
the small and scattered holdings of the ryots are consolidated 
through co-operative farming. Even then it may not be 
advisable in this initial stages to convert them into giant holdings 
on the Soviet model since· the availability of tractors and other 
machinery will be a serious limiting factor; In this connection 
the possible use of surplus military machines and vehicles or parts 
of them should be examined. In any ease, with the adoption of 
co-operative farming the scope for mechanis;dion will undoubted
ly increase and attempts should be made then to bring as much 
land under mechanisation as possible. Simultaneously provision 
should ·be made for training up eulti:vators in the complex: opera
tions, who at present possess little or no knowledge of these 
things.. Me~hanisation, moreover, need not always mean tractors 
and such other big machines. :Mechanisation other than tractors 
and big machines has greater scope and applicability under 
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Indian conditions. Stationary oil-engines for driving pumps to 
irrigate fields or operating chaff-cutters and grinding corn 
may be used in holdings of moderate size (of course much larger 
than present holdings). So also may secondary implements such 
as drills, bund-formers and scoopers. As regards the general 
apprehension that mechanisation might result in widespread un
employment by displacing labour from the farm, it should be 
noted that to evolve a parallel arrangement for absorbing surplus 
agricultural labour is an essential part of our plan. If displaced 
labour is really surplus to the land and mechanisation results in 
greater efficiency and productivity of agriculture, there is no 
sound reason for opposing it, particularly when provision will 
have been made for their employment in other spheres. Such 
provision will be made firstly, by increased industrial employ
ment; but this alone will be insufficient for the purpose, because 
industries will have to absorb, in addition, the annual increase 
of population which is of the order of five millions a year. 
Secondly, the process of improving agriculture itself will create 
new avenues of employment for absorbing surplus labour. 
Improved agriculture will, for instance, require more irrigational 
facilities, better marketing arrangements, all of which will pro
vide employment in new channels. Further, intensive agriculture, 
such as the production of poultry, eggs, honey, etc., will also 
absorb some of the rural population. Secondly, mechanisation 
need not necessarily mean fewer men upon the land. "It may 
mean fewer men per operation but not per acre. There are . 
numerous examples in which modern progressive farming has 
actually restored the numbers of men employed t:pon the land. 
Mechanisation, in addition, creates several new classes of 
employed men, those who make, those who manage and those 
who repair the machines. It employs, in addition, more groups 
who are the suppliers or distributors of the spares, the fuel and 
the lubricants. Mechanisation, particularly if it involves the 
transference of machines from one place to another, involves the 
improvement of roads, and here, again, a large prospect of 
employment is opened up." 

BETTER SYSTEMS OF CROPPING 

In considering better systems of cropping for Indian agricul
ture it should be remembered that diversified cropping resulting 
from suitable rotation of crops and mixed cropping has some 
decisive advantages over specialised cropping where the farmer 



produces only one crop. It is common knowledge that different 
crops extract different elements of plant food from the soil. For 
example, cereals .consume a good deal of nitrates but few 
sulphates from the soil, while cabbages take more of sulphate. 
Hence if cereal is the only crop grown on the soil, the soil will 
grow systematically poor in nitrates with consequent decline of 
yield. But this can be overcome by suitable rotation of crops 
and mixed .cropping. Diversification also leads to a fuller and 
more complete use of the factors of production by providing full 
time employment to the farmer and his equipments. Single 
cropping does not today engage the farmer for more than a part 
of the whole year. In the interval between planting and 
harvesting he has very little work to do, while mixed cropping 
can keep him engaged for the entire season. Further, diversi
fication also leads to reduction of risks. If one erop fails he has 
others to turn to. It is on these grounds that a more diversified 
agriculture should be preferred to single cropping, although the 
obvious limitations of the former should not be lost sight of. 
Rice, for instance, has very few alternatives to it. While on the 
lighter rice-soils a number of other crops can be grown in some 
quantities, heavy soils generally have no other possibilities than 
rice, 

In fairness to Indian cultivators it should be admitted that 
they have already a system of rotation of crops and mixed crop
ping prevalent among them from times immemorial. They grow 
quite a number of crops on the soil all at a time;-wheat, barley 
and gram. These are sometimes combined with rape-seed as 
well. More •Complex systems of farming are also in use. Many 
varieties of crops are sown over the same area. Not only there 
are parallel rows of different, crops but also alternating rows made 
up. of mixtures of various crops. Some of these ripen quickly 
and are reaped early, while others are harvested much later. Of 
the crops sown, roots of some go deep down into the soil while 
others extract plant food from only the upper strata. The whole 
idea is so to cover the entire land surface from exposure to sun 
thllit none of the moisture may be thus lost. For all. these the 
Indian farmer, ignorant and illiterate as he is, must have nothing 
but credit. But the question arises how best the existing rota
tions and cropping could be improved upon. Ela\jorate investi
gations into the different kinds of crops and soils are necessary 
for this. In this respect the agricultural departments of the 
Government have so far, it must be confessed, given most of 
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their attention to cash crops, while very little has been done with 
regard to food crops. 

In passing I may refer to the question of vernalisation which, 
according to some, has considerable scope in our country. 
Vernalisation consists in chilling soaked seeds and this results 
in early ripening of the seeds when grown. The advantage of 
this process lies in the fact that the crop may be grown and 
raised more than once in a year, while at present one raising in 
a year is the general rule. The process, if successful, will un
doubtedly lead to substantial increase of output. Vernalisation, 
as it is well-known, has been extensively applied in Russia and 
it is this fact which has impelled many in our cou,ntry to urge 
that it should be given a trial. If, indeed, it could be applied 
to our agricuture, production would substantially increase. 
Intensive research is therefore necessary to find out the scope and 
possibilities of vernalization in our country. As yet, research in 
this field has not proceeded far enough. 

ScoPE FOR ExTENSivE CuLTIVATION 

I have so far described 5ome of the methods of intensi\'e 
cultivation which, if adopted, would lead to a considerable 
increase of our agricultural output by increasing yield and 
productivity. The possibility of extensive cultivation has also 
to be explored in this connection. Methods by which an exten
sion of cultivation could he brought about would fall under one or 
other of the following categories-(i) Diverting some of the land 
at present under cash crops to the growing of food crops, ( ii) 
bringing fallow land under ~uJtivation and (iii) cultivating land 
that is waste but cultivable. Tt should be added that the first 
method would not lead to any increase in the total area of culti
vated land,--only some lands would be transferred from the grow
ing of cash crops to the growing of food crops. Nevertheless the 
method is extensive. so far as food is concerned, since it would 
mean increased area under food. As regards (i) it has to be re
membered that in respect of the cultivated land in India food 
crops preponderate and account for 81.8 per cent. of the total 
sown area, while non-food crops account for 18.2 per cent., 
although it should be added that the latter includes crops sup
plying beverages like tea and coffee and foo-:1-value like oil-seeds. 
Among non-food crops, areas under fodder crops, tea, coffee and 

8 
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oil-seeds of various kinds together account for 8.58 per cent. of 
the t?tal sown area. They obviously cannot be transferred to 
the production of foodstuffs. Among fibre crops which represent 
6.5 per cent. of the sown area, jute accounts for only 0.9 per 
cent. Some areas under jute may possibly be brought under food 
crops. In any case, the area gained in this way would not be 
very su,bstantial. As regards the diversion of cotton lands to 
food crops it is to be noted that with the rise in the standard 
of living of the_ people as a result of planned development, the 
demand for cloth will increase. If production increases, more . 
cotton mills will be established resulting in an increased demand 
for raw cotton. n· inay, t~erefore, be assum~d that not much 
of the area at present devoted to cash crops can be diverted for 
augmenting food supply, although whatever possibilities there 
may exist in this respect will have to be explored and utilised. 

As regards fallow and cultivable waste, it may be noted that 
about 7.1 per cent. of the total area of British India is fallow 
and another 22.9 per cent. cultivable waste. It would appear, 
therefore, that culti~ation · could be extended con
siderably by bringing these fallow lands and cultivable wastes 
under the plough. But as pointed out by the Royal Commission 
on Indian Agriculture, most of these lands could under no con
ceivable circumstances be ploughed except at an enormous 
expenditure of money. Nevertheless, it is necessary to- have a 
survey of all these hinds to find out in each case what exactly 
prevents the land from being cultivated and to suggest what 
action, if any, is required to bring it under cultivation or whether' 
it would be best to preserve them as forests or grass-lands. It 
should be noted, however, that even with .a considerable e:x:ten
sion of cultivation we would not be able to raise all our require
ments of agricultural produce by this method alone. The 
solU:tion of our problem lies in intensive cultivation, although 
undoubtedly efforts should be made for effecting whatever 
extension of cultivation is possible· under prevailing conditions. 

In my survey of agricultural problems in relation to plan
ning, I have tried to touch in brief on the ancillary problems as 
well, such as reform of land tenure, rotation of crops, mixed 
farming and the like. But the main problem from the stand
point of economic planning is to apportion available land among 
the various competing uses. We have to take into account not 
only our internal needs and the rate at which we can increase the 



yield per acre of particular crops, but also the position and pros
pects of our staple export. I may emphasise that the necessity 
of a sufficient export trade is very real, since we have to provide 
for the payment of the imports of capital and other goods not 
available in the country, particularly in' the initial stages of the 
plan. The target for increased commercial crops will, therefore, 
have to be fixed considerably in excess of our internal require
ments. We shall have also to see what further possibilities exist 
of exporting these crops in larger quantities. The total supplies 
of cash crops will thus have to be adjusted to internal and inter
national demand. These problems, however, pertain to a later 
stage of economic planning. In the early stages, our main 
concern is to give the initial impetus which will overcome the 
age-old intertia of Indian agriculture and at the same time pre
pare the ground for the working of a planned economy by 
increasing the purchasing power of the people and the capital 
equipment of the average family in rural areas. This ,kind of 
preparation can be satisfactorily completed by such measures as 
new irrigation schemes, anti-erosion projects, development of 
roads and road-transport and establishment of industries for 
production of fertilisers and agricultural implements. I imagine 
that it will be possible before this stage will have been completed 
to estimate accurately :the extent to which the yield per acre of 
particular crops can be improved by the technological improve
ments which we can now contemplate. And when the outlook 
of international trade, too, clears up, planning will be possible in 
more concrete terms. 

TENNESSEE VALLEY AUTHORITY 

In speaking of agricultural and economic planning, it would 
be pertinent to refer to the great and gigantic experiment carried 
out in the United States by the Tennessee Valley Authority. 
It is the largest and most ambitious attempt ever made in history 
to improve the standard of life in a single geographical region 
by the systematic and unified development of its resources. 
Originally envisaged as a scheme for the generation of power for 
agricultural, domestic and industrial purposes the Tennessee 
Valley Authority gradually widened its scope and entered the 
"wide fields of flood control, soil erosion, afforestation, elirnina
.: .... '""m Ao:rril'ultural use of marginal !ands, anc} distribution 



a~d diversificatiou of industry." Today it represents an insta~ce 
of national economic planning for a complete river valley cover
ing agriculture and industry, and involving seven States, about 
the size of England, with a population of 4,000,000. Ten years 
ago the Tennessee Valley was one of the economically depressed 
and backward regions of tll.e United States, where many of the 
simplest community needs were Jacking. Agriculture which 
supported 76.7 per cent. of the people was unproductive and 
unprofitable. Standards of n11trition, health, housing and educa
tion were extremely low. The great river was untamed and 
menaced life and livelihood. To-day in the course of a decade 
the Tennessee Valley Authority has set its stamp on the Valley; 
not only on its physical features, but also on the administrative 
machinery and on the attitude of the people to the society. 
Its major constructional programme is now practically complete, 
and the resultant economic and social benefits show .signs of 
rapid and cumulative growth. · 

.Among the reasons why the Tennessee Valley was singled 
out as the site of this massive experiment only three may be 
}loted. · In the first place, there was the fact that proper control· 
of the Tennessee River was crucial for the prevention of dis
astrous floods on the lower Mississippi. Further, flood control 
could be readily combined not only with· improved navigation, · 
but also :with the profitable generation of electric power; there 
were finally the crying needs of this backward region ~hich might 
largely ·be met by cheap electric power. 

In India no attempts have yet been made to take a whole 
river valley as one unit, and explore the fullest possibilities of 
the river system· for purposes of agriculture, .. navigation and 
power generation; and then take ·wholesale measures for reclama
tion •. ·In the opinion of many scientists in India it is possible to 
treat the Damodar. river basin on the lines of the Tennessee 
Valley to full measures of planned reclamation, and thus con
vert a destructive river into a beneficial agency. We could then 
produce a large amount of electrical power, ensure water for 
irrigation of the lower basins throughout the year, remove the 
ever~present menace to rail and road communication, and also 
incidentally guarantee public health.· 

It is worthy of nou; that the Tennessee Valley Authority 
idea of the planned development of natural regions, such as river 
valleys; has found its way into the world's general thinking. 
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T. V. A. ideas and methods are helping to guide the growth of 
new planning agencies such as the Middle East Supply Council. 
Studies are also being made how a set-up along the lines of the 
Tennessee Valley Authority could be adopted to serve as an 
international instead of a national agency (thus among other 
things undercutting and transcending limitations arising from 
national sovereignties, as the T. V. A. undercuts and transcends 
states' rights and boundaries), and adjusted to promote the 
planned development of regions of greater backwardness, like 
parts of Africa. In view of the magnificent achievements of the 
T. V. A. it appears to me both necessary and desirable that the 
Government of India should, with the help of Scientists, engineers 
and economists seriously explore the possibilities of establishing 
in India institutions on the lines of the T. V. A. 

In doing so the following distinguishing principles of the 
T.V.A. idea should be borne in mind. Failure to do so will cut 
at the very root of the T.V.A. idea: 

1. One Federal agency, the T.V.A., not a dozen or so (as 
is customary), is responsible for the unified, not the divided, 
development of resources in a natural region. Unity of 
resources and unity of responsibility-these are the two basic 
principles of T.V.A. planning. 

2. The object of the T.V.A. is to stimulate and encourage 
private enterprise rather than usurp it. In the early days of 
the T.V.A. it had been argued by many that private business 
would decline in the Tennessee Valley because business men and 
investors would fear and avoid a region where Government play
ed so important an economic role. But the contrary has been 
the case in practice. Since- T.V.A. was created, the figures 
show that private enterprise in this region has made greater pro
gress than in the United States as a whole durin~ the same 
period-whether the measure of progress be increase in retail 
sales, number of new manufacturing establishments, bank 
deposits, value added by manufacture and persons engaged 

therein, or any other index. 

8. T.V.A. represents a method of achieving genuine 
decentralisation of the Federal Government's role in resource 
development. The T.V.A. is an autonomous corporation root
ed in a region rather than as a remote bureau of a Washington 

Department. 



4. Congress itself, in a rare provision of law, prohibited 
politics in the administration of T.V.A. and· this direction is 
literally observed •. 

These four distinguishing features of the T.V.A. may be 
thus summarised : one unified agency decentralised, adapted to 
stimulate private development and free from· politics. These 
essential characteristics are not dependent upon the physical cir
cumstances peculiar or distinctive to the Tennessee Valley. 
They can he adapted to other regions and other problems. 
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INDUSTRY 

In my previous lectures, I have sought firstly to define 
the need for and the genuine objectives of economic planning 
in India and secondly to bring out in general terms 
the relation between our economic means and ends. 
I also endeavoured :to delineate the outlines of , our 

. problem in regard to agriculture and industry. Our analysis 
tended to show that in the kind of economic develop
ment which the country needed for the purpose ·of raising the 
standard of living to the level of a decent minimum, not only 
is there no conflict between agriculture and industry, but also 
that the interests of both were complementary to an almost 
unexpected degree. The development of agriculture in the 
direction of increased yield per acre, stabilimtion of the man
power devoted to agricultural pursuits and increase in the 
income of the agricuhtural classes were necessary for industrial 
development, necessary to sustain the consumption of a steadily 
inrrea~ing output of manufactured goods. Likewise, industrial 
devrlopmcnt was indispensable not only for increasing the 
output of manufactured goods, but also for providing employ
ment for surplus labour in agriculture, not to speak of the 
additions to the labour market consequent on the natural 
increase in population. These conclusions should be found 
comfortable by those who have been oppressed by the bogey 
of conflict between industry and agriculture. It is a help to 
practical planning in so far as the consciousness of this inter
dependence between agriculture and industry should help to 
reduce fear of friction between the agricultural and the 
industrial sections of our future plans. But in the.accomplish
ment of the concrete task of planning, its value is limited. For 
the practical planner, the first question naturally is what 
objectives do I take first? In what order are schemes to be 
considered? 

Enough has been said already to show that between 
industries and agriculture there is no problem of priority to 
speak of. There are certain developments in industry and 
agriculture which have to take place side by side, if each is 
to give the other tlh~ strength that it needs. Since those 
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engaged in industrial pursuits will, for as long as. we can foresee, 
be a minority, it is correct to speak ·of ~oods being prodU'ced 
on the one side and purchasing power being .. created on the 
other to balance it. 

The basic factors or· conditions which determine the s~pe 
for, and the· direction of, the country's industrial development 
may now be noted. One commonly known factor is the exist
ence of a surplus· population which c"nnot . be fully utilised in 
agriculture. Another is the existing level of consumption for 
manufactmed goods and the future trend of demand for such 
goods in so far as this can b~ anticip~ted. . If an idea. can be . 
made of the extent to which the level of .income may gradually. 
be expected to go up as a result of development in the various 
spheres of economy, some idea can also be formed of the likely 
trend pf consumer demand for manufactured goods in the 
future. The process of improving agriculture would also give 
rise to demands. for some goods, e.g., fertilisers and mechanical 
equipment.. One h~ also to add the specifl.c requirements that 

. woU'ld be generated by industrialisation itself-viz., industrial 
buildings, in(Justrial equipments, housing for industrial workers 
etc. There is. further the need to develop basic and key indus
tries essential Jor turning out consumer goods. In terms of 
the time-honoured classification all these /diverse industries may 
be brought . under one or the other· of the two categories-pro
ducers goods and consumers goods. Among the producers goods 
in which India's dependence should be removed, if not imme
ldiiately, at least in the long run, the following may be men
tioned: 

1. Power-Electricity from coal and water. 
2. Mininlj' and metallurgy. 
a. Engineering industries including . machinery of all kinds, 

machinl' tool and spa,re parts. 
4. Chemicals including fertilisers and plastics. 
IJ, Automobiles. 
6. Locomotives and wagons. 
7. Ship-building. 
8. Defence industry. 
9 •. Cement. 

·Among the consumer goods industries those which would 
requ'ire immediate establishment f()r raising the standard of 
living of the people, the folloWing are to be noted ;-

1. Rice and flour milling industry. 
2. Oil crushing industry. 
!J, C11-ne Cl'U$bing and fur Ql~ins. 
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4. Sugar industry. 
5. Tobacco curing and ciga.r and cigarette manufacturing. 
6. Dairy industry, including manufacture of dried milk pro-

ducts, preparation of butter and ghee. -
7. Dehydration industry. 
8. Fruit canning. 
9. Potteries. 

10. Derived chemical industries like glass, paint and va.rnish, 
soap. 

lL l\latch industry. 
12. Paper. 
13. Textile and clothing. 
14. Leather and footwear industry. 
15, Drugs and Pharmaceuticals, 
16. Electric goods, 

THE QUESTION OF PRIORITIES. 

Besides these, goods like radio and refrigerators will also 
have to be developed. The question which naturally arises is 
whether a simultaneous development of all these diverse indus
tries is possible. If India had the requisite supply of capital 
and technical personnel this might have been possible. But 
since that is not so the question of assigning proper priorities to 
the different kinds of industries in the initial stage arises. This 
question, it should be noted, is one of the most intricate in/ 
economic planning and has to be satisfactorily answered before 
embarking on a scheme of economic development. As is well
known, the Bombay Plan suggests the immediate establishment 
of the basic industries in preference to any other industry. 

Its rationale lies in the fact that without the key and the 
basic industries any considerable addition to the capacity of 
consumer goods industries or their output would be unthinkable. 
To a certain extent this is too axiomatic to be questioned. But 
the fundamental question to be considered is whether, our 
capital resources being none too large, greater importance 
should be attached to the production of producers goods or 
the production of consumers goods in the initial stage. It 
should, however, be mentioned that the term producers goods 
covers a wide range of goods which can not be consumed by 
the individual citizen. But if the distinction between the two 
is sought to be understood, not in terms of more or less 
academic definition, but in terms of how far the goods are 
from the stage of delivering consumers goods, the general 
significance of this aspect of the problem can be easily grasped. 

9 
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For, the farther a set of goods is from immediate consumption. 
the greater is the waiting to .be dop.e for them and the more is. 
the privation caused to the common folk. 

Now it sho~d be noted that this. issue is easily liable to 
qonfusion and misinterpretation. If India had the requisite 
supply of , capital and technical personnel, the development of 
capital goods industries and consumer goods industries might 
have proceeded simultaneously, but since that ~s not so and 
since we have reason to think that in view of the privation 
of the war period, the public will not be in a mood to make 
too large a sacrifice of present comforts for the sake of the · 
futlJ!e, I think preference has to be given to consumer goods 
industries. The objective of planning is to raise the standard 
of living of the common man as early as possible. In saying 
this I am of course not ·overlooking the fact-and I have 
referred to this at the start-that there are certain basic 
industries, such as power, whose development iS" a condition 
precedent for the growth of consumer goods indu'Stries them~ 
selves. I feel, there.fore, that in our position in India, the 
initial stress has to be placed on the development of ,POWer, 
with an emphasis aimost simultaneously on the growth "ors~ 
consumer goods i~dustries as are likely to have a wide popular 
demand. With the first emphasis on these, the attempt should 
be made to develop simultaneously, as far as possible, such 
basic industries as might, with the resouTces at the country's 
disposal, be developed comparatively more easily and as are, 

likely to be required from the very start, such as cement which 
:will be needed for housing etc., manure which will be required 
for development of agriculture and small machines and machine 

: tools necessary for development of cottage industries as '·well as 
agriculture. 

( In my view, it will be better for India to concentrate in 
the initial stages on the importation of machinery for the pro
duction, not of capital, but of consumer goods. Further, I 
do not consider that any over-riding precedence need be 
accorded to our defence industries on a large scale immediately 
after the war, as I presume that our defence will be a joint 
affair with the British Commonwealth and we would be expected 
to contribute to our defence in accordance with the potential of 
the country. I wish to attach in the' beginning more importance 

) 
to the production of consumer goods with modifications already 
indicated in view of our limited resources in capital and technical 



67 

personnel, on the one hand, and for the purpose of mitigating 
the suffering and sacrifices that the people will have to bear, on 
the other. 

There are also certain definite advantages in putting an 
emphasis on the development of consumer goods industries in 
the initial stage. In the first place, the scope for immediate 
employment is greater than that arising from the development 
~~ capital goods industries. Secondly, the growth of consumer 
goods industries has a very direct bearing on the rise of the 
standard of living and the urgency of a rise in the standard is, 
of course, very patent. If the initial emphasis is not 
placed on consumer goods indu·stry but on capital goods 
industry, it follows that in the initial s:tages the demand 
for co,nsumer goods would have to be met by ~mports. 

But if we have to take in foreign imports at all, 
it is less objectionable to depend on foreign sources for our 
capital goods rather than for the consumer goods. This 
statement should nol of course be construed to mean that it 
is not very material whether capital goods industries are 
developed within the country or not. Indeed, on the desir
ability of establishing the essential capital goods industries 
there exist no two opinions in the country. But if there is to 
be a choice in the initial stages as to which of the two is to be 
imported, I think, for considerations already mentioned, that 
our choice is quite definite and clear. The development of 
our own basic industries is essential, and India should not be 
dependent on outside sources for any length of time for the 
capital goods she needs. The gradual removal of this initial 
dependence must be an ultimate objective. There is also one 
decided advantage in this procedure, since with the develop
ment of consumer goods industries the country wi!l also be in 
a better position to judge and estimate the type and extent of 
the capital goods industries she will need in the later and more 
ambitious or spectacular stages of the plan. 

LOCATION OF INDUSTRIES 

We may now turn to another problem of general import, 
the problem of location of industries. It has some points in 
('ommon with the problem of priorities. It may be said to be 
the geographi<'al aspect of priorities. It is also concerned with 
the balancing of economic facts from a rl!gional or geographical 
point of view. It has also not a little political import, since 
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the location of industries will affect. 'the allegiance of all parts 
of the country to the working of a single all.India Plan, In 
my opinion decentralisation of industries with consequent diffu
sion of omr~-slioUid 'tie--acardinal aim in the future 
industrialisation ·of the country. . Hitherto India bas followed 
the path of concentration as opposed to decentralisation. Two 
small areas in India, viz., Calcutta and its ad]acent indu~trial 
area and the Bombay city and island· between them contain 
more than h;;.lf the factory population of , India. When to 
these are added a few other centres like .Ahmedabad, ·cawnpore 
and Jamshedpur, one has nearly exhausted the list of industrial 
centres in India. The evil effects of such excessi~e concentra· 
tion are noticeable, particularly in times of war, wheri owing 
to transport difficulties it becomes extremely difficuit, even 
impossible at times, to send goods from a producing centre to 
a distant consuming area which produces little or none of these 
products. .In the case of. India there are also other ciJ;cum
stances· of over-riding importance against geographical. concen
tration. I have pointed out that a vast section of oUT rural 
population is either in a state of unemployment or under-employ. 
ment, agriculture having failed to support such large numbers. 
iWhile it is generally admitted that industries will have to 
absorb these unemployed or under-employed village folk,. the 
way this will be done is not clear. We cannot do this simply 
by drawing them into . the industrial centres of the towns and 
uprooting them from their village homes and environment. The 
l report of the Whitely Commission on Indian labour is a brilliant 
oomm~ntary on the consequence of such steps. What we 
should do is that alongside of big . manufactw.:ng industries in 
towns, medium, small and cottage induStries should be set up 

· in. rural . areas. To them the village people would readily 
flock although they would be loath to migrate to distant 
industrial centres of the towns. Establishment of industries in 
rural areas has been tried in parts of Germany with consider
able success. The rural setting and natural sc~nery have been 
preserved, and in some cases improved by better attention and 
care, and the villages more or less take the character of country 
towns. The growth of industries round the district of Nurem~ 
burg is a typical instance of th\s. The workers in these 
industries are recruited from the neighbouring villages . and 
often continue to live iit their village homes, so that there is no 
breaking up of the village commun~ty. This has been called 
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as the "wedding of the town and the country", in some of the 
industrial estates organised in England. I realise that it is not 
possible to argue in favour of maintaining fully the status quo 
in the matter of location of population, yet it is also unwise 
to take no account of the 'community' factor. 

It should be realised that industrialisation in a country 
cannot be monopolised by any favoured region or regions. To 
the advantages of the rise in civilisation which would follow 
industrialisation, every part of the country must be considered 
to have e. claim. For you cannot keep one part of the country 
suppressed and impoverished while another part flourishes, any 
more than you can make one part of your physical body active 
and vigorous while the other part or parts remain palsied. An 
attempt should, therefore, be made to develop the industr;al 
possibilities of each and every region as far as possible. Of 
course, because of the difference in actual facts and circum
stances between different regions, there will always be a 
difference in the degree of development between one region and 
another. Nevertlieiess, the general aim and policy should be 
an all-sided development as far as possible as I have indicated .. 
Such harmonious and all-sided development of the whole 
country was one of the principal aims of the Soviet planners. 
under the successive five-year plans. It was not merely to . 
lessen the cost of transport or to put the most important new · 
works out of reach of potential hostile invaders, that the 
various industrial establishments and undertakings were, as a 
matter of policy, geographically widely dispersed. The Soviet 
Government made it a cardinal point of policy that the plan 
left no part of the USSR, and no important national minority, 
~g!L~ll.t_Qn_agriculture. alone~ .. - This supreme decision of 
policy, it will be noted, has so far been made by no other 
government. Nowhere else has a government so deliberately 
set itself to cause ali parts of its area, and all its various races, 
to enjoy their respective shares in the common productivity 
and prosperity. 

In this connection it may be noted that in Great Britain 
the Barlow Commission reported in 1937 on the problem of 
balanced regionalisation in that country and subsequently the 
PEP Report examined this very problem in 1939. These ex- • 
periences and studies of other industrialised countries as well as : 
the practical experiments of Soviet Russia should serve as 
valuable guides in planning for a balanced regional development. 
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It is worthy of note in this connection that on this question of 
regionalisation and diffusion of ownership there is little differ
ence of opinkm in our country. The Second Reconstruction 
Report of the Government of India envisages balanced terri
torial development. The Bombay Plan, Part II, also emphasises 
the need of regional development 'to aid better distribution of 
income. The Gandhian Plan as interpreted by Mr. S. N. Agarwal 
aims at self-sufficient village communities which would automati
cally lead to regionalisation. While, therefore, there is little 
difference of opinion on this question in our country, the broad 
principles underlying such regionalisation have yet to be settled., 
Questions ·of raw materials, labour, transport, and consumption 
centres must remain, as usual, the basic determinants in this 
respect. But in the interest of balanced development, these 
considerations should be tempered by the following factors: 
(a) s,trategic necessities, (b) density of population and avoidance 
of undue concentration in a particular area, .(c) development 
of backward as well as rural areas, (d) diminishing the pressure 
on transport supply and {e) even distribution of income. 1 
must hasten to add that such simple and cut and dried criteria 
may not serve for all industries. . A judicious balancing of all 
these factors will be necessary. It should be remembered also 
that no areas should be made to depend exclusively on one or 
two industries. For, when for any reasons these industries 
suffer. a depression, as a result of a serious diminution in export 
trade Or a change Of technique in the particular industry I the 
whole area will be faced with depression and unemployment, 
On the other hand, if a sufficiently wide range of other indus
tries are made to grow side by side. the areas need not be too 
largely bound up with the fortunes of one or two industries. 

While on the subject I would like to point out tha:t one 
essential condition for decentralisation is a wider network of 
internal communications which would help both specialisation 
in certain areas and new industrial development in others which, 
though ptherwise w.ell adapted for industrialisation, are at 
present handicapped by lack of transport facilities. The fact 

\ that most of the raw materials are widely scattered in the 

\

country and that there is no. delll'tth of labour supply in any 
region will also be favourable t~ ,decentralisation. Another 
\favouring condition would be the development of hydro-electric 
jpower over a wide area, for at present one important obstacle 
in the YIRY of industrial development in certain areas has been 
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i the lack of cheap power supply. Generally speaking, with tthe 
development of hydro-electric power, not only irrigational faci
lities are more widely distributed, but there is no serious 
disparity of power r~sources, despite the concentration of coal 
deposits in a few areas. Apart from the expansion of hydro
electric power it should be examined how far it may be possible 
to exploit more intensively the coal deposits in areas outside 
Bihar and Bengal. 

This wider and more even distribution of power has 
considerably lightened the problem of location of industries. 
For the distribution of power is in greater accord with the 
distribution of raw material. There are at least a few great 
industries like cotton textiles, sugar, cement, leather goods 

: manufacture, oil crushing etc., which can be very widely 
distributed over all parts of the country. The raw materials 
as well as the markets are present in all areas. While certain 
industries like iron and steel or heavy chemicals have to a very 
large extent to be centralised, others can be widely diffused, 
so that the sources of inter-provincial jealousy or friction may 
be minimised. 

STRUCTURE OF INDUSTRIES 

I have referred to the need for establishing small and 
, cottage industries in rural areas as part of a deliberate policy 
, of decentralization and diffusion. This is also important from 
' another consideration on which I have tcuched in a previous 
lrcture. The structure of India's industries must be determined 
by the two special features obtaining in the country_:viz~, the 
relatiw scarcity 9L.!'apital supply and the abundance of lal)our. 
Large, organised industries demand large tapitai -whil~ small 
and cottage industries require more labour. Consequently, en
terprises on a gigantic scale cannot dominate the whole Indian 
field for sheer lack of capital. While large scale industries will 
predominate primarily on the heavy sector, medium, small and 
l'Ottage industries should be established for those of the con
sumption goods which it may be possible to run on a small scale. 
There is little inherent impracticability in assigning a prominent 
place to cottage industries. Japan provides a brilliant example in 
this respect. She has succeeded in developing her large modern 
industries side by side with home and small-sized industries in 
a way which has ne\·er been achieved elsewhere. She has linked 
up these two types of industries in such wise that they both 



; function as complementarielf to each other,. the cottage units car~ 
·• rying ori certain proce11ses of manufacture which are c~ordinated 
by central factories. Broadly speaking, before the ·present war, 
only 26 per cent. of the industries in Japan were on a large
scale basis whereas 85 pei' cent. were medium-sized, 29 per cent, 
small-sized and 10 per cent. of the smallest size. To put it 
differently, "one-half of Japan's total production is manufac
tured in workshops employing less than 75 workers, while the 
other half is produced in factories employing more than 75 
workers. This shows ~hat Japan is still substantially a country 
of small industries". These 'dwarf' industries of Japan have 
not in any way weakened her economic position. . Rather they 
have strengthened it and represen~ "an appropriate adaptation 
of industrial methods to the economic conditions existing there". 
"In that country, capital is r~latively scarce and dear while 
industrial labour is relatively plentiful and cheap". Conditions 
in. our country are surprisingly similar. · · 

I· must, however; emphasise that a good deal of judiciou'S 
planning will be necessary so as to enable the small and c!)_!!!lge 
industries to contribute their full share to India's industrial 
development. ·. Mechanised cottage industries using cheap elec
tricity as the source of power and aided by the Government in 
the technical and marketing sides may lead to mass production 
by the masses •. Large-scale development of machine tool and 
tiower industries thus becomes an urgent necessity. Secondly, 
suitable methods ~hould be devised to eliminate rivalry and com
petition between machine-made produ!lts and products of 
cottage industr1es. A balance between these two types of 
industries, it may not be difficult to :find out. There is little 
dispute that heavy" and basic industries should be .run exclu
sively on large scale.. The competition may appear only with 
regard to some consumption goods where both small and large
scale production is possible. · Here also adjustment is not 
difficult. Definite quotas out of the consumption schedule of 
· the nation can be set apart for cottage industries in respect 
of those goods, say cotton textiles, which can be had from 
both categories of industries, while there may be other cottage 
industries which produce the various parts of an article, the 
parts being assembled in large-scale factories. There are thus I 
many spheres in which the two types of industries do not act 
in competition but as ·complementary to one another. The! 
more such complementary processes are found out the more is / 
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competition eliminated. The matter is one which calls for very 
careful investigation, and it is on ;the results of such investiga
tion that the respective roles to be assigned to large-scale and 
cottage industries in our plans are to be determined. 

PROTECTION AND INDUSTRY 

I turn now to the question of protection, which for back
ward countries has a special importance. In planning our eco
nomy we shall have to examine bow far it may be possible and 
advisable to stimulate industries by means of protective 
measures. In saying this it is not my intention to deny the 
validity or soundness of the general doctrine of free trade which 
rests on the advantages derived by nations from international 
trade. But this doctrine is. at best a general one and it is possible 
to visualise circumstances of a special character when some re
laxation of the general principle may be justified. Apart from 
the worn-out infant industries argument for backward and un
dcvrloped counh1es, the whole theory of free trade is based on 
the fundamental a~sumption that there is a state of full employ
ment m the r:o1mtries concerned, whereas the starting-point for 
us in plallllinjt aud rec<lnstruction is the existence of idle and 
unemployed resources which it is our objec:tive to bring into em
ployment. 'J.'he adoption of protective measures in such special 
casf·s is, therefore, far from inconsistent with the general frame
work of the theory formulated by classical writers. 

In India the war has served as a kind of protection to 
imlustrics by eliminating competition from countries directly 
rng:tgcd in the vrosecution of the war. As a result, many indus
tries have been established in . the country which but 
for war-time conditions would not have been establi~hed 

so soon. Foreign competi.tion would appear again with 
the cessation of hostilities when the countries, now engaged in 
war, would switch over to normal, peace-time economy. Indus
tries es:tablished during the war may, therefore, be faced with 
fierce foreign competition held in cheek for a time during the 
war, and many of them would most certainly go down in absence 
of some kind of protective tneasures. It will have to be decided 
therefore, which of these war-time industries ~hould receive pro
tection. Apart from these war-time industries, protection may 
also be needed for new industries set up after the war, whether 
consumption goods i.ndustries or defence and key industries. 
Tht:>re are some who believe that, so far at least as the cosump-

10 
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tion goods industries are concerned, "in !1;he period immediately 
following the termination of .the war, protection and tariffs are. 
not likely to play an important role in our industrial polil'ly", 
because the neecl for protection ni this pe~iod will diminish con
siderably, although, be it noted, its necessity in the long run 
i~ not denied. It is argued that the immediate post-war times 
will be marked by the same conditions of comparative freedom 
from foreign competition which characterises the present war
period. In the work of colossiil reconstruction that would foll.ow 
after the war, ·the various European countries, including Bri:tain, 

, will be preoccupied with meeting their own internal requirements 
and will have neither the productive _power nor the time to cater 
to the demands of foreign countries. In this vi~w, the assist
alnce which India would need during this period will be, not' 
protection, since competition would not exist, but direct assist
ance in such essential matters as finance for capital requirements, 
scientific research, transport, education, public· health etc • 

.. I . do not deny that these are . vital matters. In fact, they 
are among the most important things without which industries 
cannot prosper. But it appears to me that the view that tariff 
protection . will have no use for India in the immediate post
war period is not quite correct. It is no doubt true that many 
of the European countries will be engaged in· rebuilding their 
o\yn economies a~d in mee~ing !~;heir own requirements, so long 
left u~atisfied during the war. But there are countries like 
England, for example, whose very existence would depend on 

. a sufficient volume of exports for m~ntaining the essential im
ports, particularly when her income from the invisible items in 
the balance of payments has dwindled during this war. These 
countries will have to engage in a vigorous search for export 
markets ·in the midst of their other problems of physical recon
struction. Already plans are being laid in England in this res
pect, so that she might come into the world markets first and 

. I 
snatch the initial advantage. There is little doubt that India 
is likely to have to face increasingly fiercer competition from 
such countries. Besides, there are also countries ljke America 
which will not be satisfied merely with trading in capital goods. 
During the war American consumer goods have already appeared 
in the markets of various countries and people have got used to 
these goods. After the war it is . unlikely that she would, by 
a self-denying ordinance, keep off the world markets •. 

It is on these grounds that I consider foreign competition 
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in the Indian markets, even in the immediate pos:t-war period, 
to be a factor of real importance and, therefore, the question 
of offering protection to Indian industries will have to be faced. 
But I should make it clear at this stage that protection by it. 
self will be able to do little for Indian industries, unless it is 
combined with other measures of direct assistance in such essen
tial matters as finance for capital requirements, scientific re
search etc., which I have already mentioned. If tariff is no:t 
applied in conjunction with such vital measures it may some
times do more harm than good by creatng in the minds of both 
the Government and of the industrialists a sense of security 
resulting from the absence of foreign competition. This might 
easily cause them to be indifferent to the more permanent and · 
fundamental factors on which the real growth and development 
of industries depend. It tends to perpetuate under certain con
ditions archaic and inefficient modes of production. In the past, 
protection has been granted to Indian industries as an isolated 
measure of assistance and while in the case of many industries 
the grant of protection has justified itself, the fact remains that 
simultaneous efforts have not been made by all industries to 
reduce their costs of production with a view to enable them 
ultimately to stand on their own legs without the protective 
crutchrs. The sugar industry, for instance, has developed ad
mirably; but this quantitative growth has not been followed by 
corresponding improvement in productive technique and reduc
.tion of costs. Protection in these circumstances tends to be 
perpetual with lasting injury to the interests of consumers. 

In this context I may make a passing reference to the 
method of protection which may be appropriate in particular 
situations. Protection by means of tariff is not necessarily 
the best in all cases. Direct subsidies may be a better expedi
ent in certain situations. Generally speaking, where a rise in 
the price of the product of a protected industry is likely to have 
serious adverse consequences on the consumers, subsidies ·would 
be a better form of encouragement than tariff protection. 
Again, where the chief difficulties to the progress of an industry 
do not arise from outside competition, tariffs are really no help, 
a subsidy would be more suitable. Electrical undertakings are 
a case in point. There are yet other possible situations in which 
subsidies are a better expedient, such as where production of 
commodities of importance to the cultivator, e.g. agricultural 
implements and manures, needs to be encouraged, and where the 
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expansion is desired of commodities subject to the law of in-
crea~ing returns, e.g. capital goods industries. · 

It should not be overlooked that for nearly a decade before 
the war there was serious dissatisfaction with the policy of dis
criminating protection. While .industrialists· were more or less 
dissatisfied with a policy which left them in the lurch more often 
than it could be said ,to have pampered them, there was also a 
growing volume of opinion in the country that the policy did 
little permanent good to the national economy while forcing the 
large mass of poor consumers· to pay more for the necessaries 
of ·life. The policy was thus attacked from both sides. And 
the future of such a policy has, therefore, to be considered care
fully. It may be said without any lengthy or detailed enquiry 
that the working of a pro;tectionist policy in a regime of planned 
economic development is in mimy material respects· different 
from its working in a 1·egime of general laissez jaire. For, in the 
latter, industries are chosen, one by one, for the grant of pro
tection; and, as so many Tariff Board Enquiries have shown us 

· clearly, the reduction of the cost of production in a new indus
try does not . depend only on the efficiency of the factors con
cerned but ·the general efficiency of the national economic 
system as a whole. In the case of the sugar industry, for 
instance, further reduction in the cost of production depends 
upon the achievement of a far higher yield of sugarcane per 
acre. In case of cotton textiles, much improvement could be 
effected by the manufacture of spares and dyes and other essen
tials at home. A number of te~hnical developments takiQ.g place 
side by side would facilitate the reduction of the cost of produc
tion in a wide range of industries. This is a fact to which the 
Tariff Boards of the past could not give sufficient importance 
because they functioned within the frame-work of principles laid 
down by the Fiscal Commission. The Government of India 
have moved sufficiently far away from the moorings of the old 
laissez faire policy to recognize that the formula of the' Fiscal 
Commission will no longer work and that the terms on which 
protection will be granted in future will have to be liberal
ised. While this is essential from the point of view of . indus
try, it is also necessary to consider the grievances of the con~ 
sumer. There would, no doubt, be less caus~ for them since 
reduction in costs and prices would be rendered easier by co
ordinated development. Nevertheless, ·the principle of State 
control of the price policy of industries ought in fairness to be 
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accepted. A protectionist policy, which is liberal in the grant 
of protection and which will seek not only to shut out imports, 
but also to develop internal production to the lev'el required by 
our new standards of living and at comparable costs, a policy 
of diffusion of industrial activity and co-ordinated development 
of agriculture and industry-these form the basis of the general 
economic policy of the period of planning which lies ahead ot 
us. 
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TKANSPORT 

The development of communications and transport cover
ing road, rail, shipping and aviation will call for parallel im
provement in any scheme of economic development. Increases 
contemplated in the volume of agricultural and industrial pro
duction would result in large movements of raw materials, 
finished goods as well as labour within the country. Internal 
trade and commerce will, therefore, increase considerably neces
sitating a parallel exp:msion of the means of communication. 
In fact, the Bombay Plan of Economic Development anticipate,s 
aln increase in the net income from tra<le and services to the 
extent of 200 per cent. This will be impossible of achievement 
without adequate provision for the movement of the increased 
volume of goods. It is indeed no exaggeration to say that the 
well-being and prosperity of a country in modern conditions 
depends to a _very large degree on cheap and efficient public 
transport and in India, whose mainstay is agriculture, the im
portance of rural communications and transport for the ryots 
as well as for the marketing of what they produce cannot be 
over-emphasised. 

The existing facilities of transport and communications are 
admittedly inadequate to meet the needs of the country. India 
with an area of approximately 1,580,000 sq. miles bas about 
41,000 miles o{ railway, while Europe, excepting the USSR, 
with an area of 1,660,000 sq. miles has 190,000 miles of railway. 
Similarly, the proportion of road mileage to area works out at 
85 miles per 100 sq. miles in India, while the corresponding 
figure for, the USA is 100 and the UK 200. Coastal shipping 
has been even more seriously neglected. For a long time past, 
very few ports in India except Bombay, Calcutta, Madras and 
Karachi have had adequate harbour facilities. In recent times 
several smaller ports, principally in Indian States,, have no 
doubt been developed but still the number of ports suitable 
for coastal shipping is very small. Apart from this, India's 
share fu the country's sea-borne and· coastal trade is insignifi
cant. Before the war 66.6 per cent •. of the country's sea-borne 
trade was run in Britisn vessels, 80.0 per cent. in other foreign 
vessels, while British Indian vessels carried only 8.4 per cent. 
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of the total sea-borne trade. Similarly, as regards coastal trade, 
British companies monopolised 80 per cent. while only 20 per 
cent. was run by Indian companies. · Such a state of affairs is 
certainly not to the national interests of India. It is essential 
that Indian vessels should be able to carry a much larger' per
centage of the country's sea-borne and coastal trade than at 
present. ./ 

The deficiencies in each of the spheres will have to be 
removed if the development of industry and agriculture dis
cussed in previous lectures is to be brought about. Broadly 
speaking, the improvements called for fall under four main 
headings: expansion of transport capacity; the provision of 
certain specific means of transport (e.g., for perishable food
stuffs) ; the provision of new lines of communication for· new 
currents of traffic; and the opening up of the isolated areas. 
The Bombay Plan of Economic Development has proposed an 
increase of 50 per cent. over the existing railway mileage and 
an increase of 100 per cent. in the mileage of roads. For the 
development of coastal shipping the plan aims at improving 
the small natural harbours that are scattered along India's 
extensive coast-line and to provide them with loading and un
loading facilities. 

In developing and constructing roads the main currents of 
traffic in India should be carefully noted and the varying needs 
of each region determined according to them. The predomin
ance of small and scattered production units in agriculture 
causes local traffic between villages and the nearest market 
towns to be divided into a great number of very small local 
currents. A second stronger stream flows from the market 
towns to the main assembly and distribution centres. It is sub
jected to wide seasonal and also to yearly fluctuations, accord
ing to the size of harvests.· Communications between sources 
of raw material supplies and industrial centres on the one hand, 
and between industrial and distribution centres on the other, 
vary according to local conditions. Industry is concentrated in 
a substantial measure around the capital and this situation 
contributes to the convergence of the goods traffic upon these 
points. Another important flow of traffic is that between sur
plus and deficiency areas in primary commodities. Obviously, 
systems of transport should vary according to these different 
currents and local conditions. 

Apart from developments in these spheres, I should per-
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haps point out that the question of developing inland waterways 
should also receive adequate attention,· for inland water trans
port plays an important role in the trafllc of some regions, for 
instance in provi~ces like Bengal. Possibilities in this respect 
have· to be. explored in Bengal as well as in regions of the Punjab 
where there." are navigable _rivers and canals. The naviga
tional aspect of the problem,-hdwever, forms only part of wider 
water conservancy projects· which y;nay . embrace flood control, 
irrigation and the' harnessing. of water-power. Sometimes theee 
latter aspects may even predominate over· that of communica
tions; . The possibilities of water-power development should be 
examined in the light of concrete plans and from a wider point · 
of view; that is to !&y, all aspects of any parti!:lular project 
should be considered as a whole and in relation to alternative . 
schemes as well as competing capital requirements. 

The question of developing civil aviation in India must. 
also engage eerious attention in the post-war period. A country 
of such vast distance as India is particularly sui~ for deve
lopmen~ of civil aviation. Further, all nations now realise that 
they' must possess commercial air lines not only for the move
ment of goods and passengers but for security reasons as well. 
Not only, therefore, is there an urgent need for developing 
civil aviation in India, but the scope for it in such a vast country 
is also extensive .. It is obvious that in tb_e initial stages, until 
the air-craft industry has sufficiently developed in India, we shall 
ha'Ve no other alternative but to buy planes from countries like 
England and · America. But any sound N ationt~.l Air Policy 
will, ·it. is obvious, form part of an international system. It. 
appears that the principle of the "Sovereignty of the Air" which 
was until now the guiding principle of international aviation is 
gaing to be replaced by the alternative. principle of "Freedoll} 
of the Air" which means in practice that commercial planes of 
any nation can fty over the land and water harbour and airport 
installations of other countries~ This policy, if combined wit.h 
"ReserVation of Cabotage'~, should not be detrimental to India's 
interests. The Reservation of Cabotage would signify that 
trafllc originating from and terminating in the territory of the 
same country, shall be reserved for the national services of that 
country. For instance . commercial planes of foreign nations, 
en route to other ports beyond India, will be allowed to land 
on Indian soil for ove~haul and re-fuelling purposes only·. They 
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shall not be allowed to carry passengers or cargo originating in 
India, from one station to another within India: 

In order that developments in the diverse spheres do not 
grow in an unplanned and uncorrelated manner it is necessary 
to formulate from the beginning a national transport policy. 
The principal aims of such a policy should be to provide a 
system of cheap and ·efficient transport and to co-ordinate the 
various means of transport in such a way as to secure for each 
of them the traffic for which it is best suit~d, and to avoid 
over-lapping. The function of the State should be not to 
favour one means of transport at the expense of another, but 
to create the requisite conditions for securing the maximum 
efficiency of aU means of transport and to further their evolu
tion in the interests of the general welfare of the community 
and of technical progress. 

The importance of a sound and rational transport policy 
bas been thrown into relief by competition between motor and 
railway transport. The problem is more or less the same in 
all civilised countries. In India, as elsewhere, the war has 
held in check this competition and rivalry, since during a war 
there is enough traffic for each class of transport. But the 
problem of road-rail competition is likely to reappear in a more 
virulent form immediately upon demobilisation and with the 
disposal of surplus army trucks. It has been estimated that 
within a year of the cessation of hostilities, India may have 
on the roads more than twice the number of transport vehicles 
which existed before the war, and which were then creating 
acute road-rail competition. There will also be a large number 
of demobilised soldiers who have been trained to drive and 
who will be needing employment. Such a situation may 
conceivably again result in acute road-rail competition to the 
detriment as much to both these forms of transport as to their 
users. 

In achieving co-ordination between road and rail, it is 
necessary to realise that the functions of the State in regard to 
the community's transport cannot be discharged by two 
independent water-tight administrations, as at present,-the 
provincial government being in charge of the administration 
of road transport, while the railways are the domain of the 
central government. The road-rail conflict in these circum
stances degenerate into conflicts between the Central and 
Provincial administrations. The Report of the Technical Sub-

11 
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Committee on the Future of Road Transport and Road-Rail 
Relations has s'uggested a solution in this respect which in my 
opinion is just and sound. · With a view to giving the provinces 
an interest in railway and the Centre an adequate voice in· road 
transport, the Committee have suggested that there should be 
a Central Transport Budget from which or in parallel with 
which !the provinces should be given some share in the profits 
and losses of railways. The removal of . this financial conflict 
between the Centre and the Provinces appears to me of utmost 
importance in removing the conflict that exists between road 
and rail transport system. 

Once this financial conflict between the two governments 
is removed the task of co-ordination between road and rail 
should be comparatively easy, for it need hardly be emphasised 
that while the country needs cheap and efficient transport, it 
cannot be provided by any single agency. Both railways and 
motor traffic have a part to play and neither can be dispensed 
with. A much greater use of road transport should be :made 
than . at present in rural areas now inadequately served by 
either road or rail. The bulk of road transport in these areas 
.is by bullock carts. The importance of this means of transport 
in the given economic and social setting should not be under
estimated. The dispersed and small holdings, the varied 
service given by bullocks, frequently the use of carting itself 
as a source of secondary income by under-employed peasants, 
justify its use, under present conditions, even on purely 
economic grounds. While all this is undoubtedly true, there 
is little doubt that with the improvement of agricultural condi
tions, a much better road transport system will be necessary. 
Sir Kenneth Mitchell's objective that "no village with the 
population of 1000 and over should be more than, say, a mile 
or half a mile from a public road", is certainly realistic under 
improved agricultural conditions. As villages, however, are 
not likely to have heavy traffic, the roads connecting them 
with district roads or trunk roads should be ordinary metalled 
roads. If side by side with this road development, bullock
carts are also improved, specially by making the use of 
·pneumatic. tyres universal, it would go a long way towards 
increasing the facilities of transport in. rural areas. 

On the more specific question of regulating road-rail com
petition the R~port of the Technical Sub-Committee referred 
to above has made so:rne important recommendation$. So far 



as passenger traffic is concerned competition will not only be 
inevitable upto a distanl'e of 50 or even 100 miles and more 
but, also desirable in the interests of the public. The duty of 
the State should be to create for the benefit of passengers 
requisite conditions for securing the maximum efficiency of 
road-transport by preventing cut-throat competition among 
motor companies themselves, providing regular, speedy and 
comfortable services according to published time-tables, enforc~ 
ing proper maintenance and other safety measures and taking 
precautions against over-development of certain roads at the 
expense of~others. Subject to these measures of control there 
should be no restriction on the range of operation of passenger 
road-transport. As regards goods traffic, it may be noted that 
competition so far has been limited. Motor transport can 
compete economically with railways only in respect of short
haul goods traffic; the transfer of such traffic to the roads would 
be an improvement of transport facilities and should be en
couraged. Regarding long distance journey the Technical 
Sub-Committee has referred to a system of zoning and an 
evolution of a formula based on experience and determined by 
public need. 

The question of railway rates is also important. They 
should be revised and fixed anew, in a manner conducive to 
the economic development of the country. The railways are 
a premier utility service, and, therefore, profit should not be 
the determinant of the railway,s rates structure. The develop
ment and prosperity of the country's economic life should be 
given adequate attention. This has been done in other advanced 
industrialised countries. The rates structure of the American 
railways, for instance, has been framed in such wise that it is 
able to bring about the wid~st development of markets and the 
most extensive development of trade. . The American Railways 
make their income by small profits per unit and large volume, 
while Indian railways make their income by large profits per 
unit and a smaller volume. Another notable defect of the rail
way rates policy is that it has favoured competing imports or the 
import trade in general to the great disadvantage of Indian indus
tries. A rational railway rates policy should help to remedy 
these defects and should be guided more by the need for assisting 
the economic development of the country than by the com-

mrrcial profit motive. · 
So far as railway constructions are <'oncerned it should be 



noted that improvement of existing services alongside of new 
constructions should form ·an essential part of a· railway pro
gramme. The restoration of the over-worked railways in war 
conditions as well as their re-equipment is likely to present a 
huge task which may postpone new construction on any large 
scale for some considerable time; Even in the long run the 
improvement of the existing railway. system by re-equipment 
and modernisation appears to be as important as the task of 
new construction. Electrification would also seem to be a 
desirable long-term objective for areas with a· great traffic 
density and for certain mountainous regions, especially if power 
development projects in connection. with inQ.ustrialisation are 
effectively carried out. 

Developments of transport ·and communications, it should 
be noted, offer certain advantages in the case of undeveloped 
countries like India. Investment in transport creates employ
ment on a large scale for skilled as well as unskilled labours, 
as the experience of other countries shows. Countries like India 
which .stand most in need of better communications also have 
a large reservoir of unskilled labour in .their surplus rural 
population. Even large-scale indu'Strialisation would hardiy be 
sufficient to absorb this surplus, whilst it would increase still 
further the need for improved transport. All these .conditions 
speak stJ;ongly in favour. of transport development. Further, 
the increased demand for ·consumer goods coming from the 
newly-employed persons gives a fillip to the production of these 
goods and causes further employment in those lines. The wide 
diffusion of employment and purchasing power thus brought 
about is one of the essential conditions for generating the forces 
of production, consumption and distribution. 



VII 

FINANCIAL ASPECTS 

I have in my previous lectures dealt in a general manner 
with the main features of the development which we need to 
secure under the main heads of agriculture, industry and trans
port. I have now to turn to a consideration of the important 
question of financing the plan. Here, as in other aspects of 
planning, I shall have to be content with indicating the main 
principles which should underiie the provision in respect of 
finance. It is clearly impossible to refer, and do justice, to all 
the issues relating to finance in a regime of planning. What is 
more important is to deal with those points in which a new 
angle of vision and a new perspective are required, and to in
dicate where the old habits of thought, which are always a great 
hindrance to apprehension of new problems, should be, so to 
say, sloughed away. When we speak of the financing of plan
ning, we will do well to remember in the first place, that plan
ning necessarily implies the pooling of resources and outlay of 
capital by the State or some large organisation in place of the 
innumerable individuals and groups of individuals who formerly 
embarked on unco-ordinated private ventures without reference. 
to one another. The capital required for planned development, 
though doubtless large, may seem to be even larger and more 
formidable, if we forget that it includes in large part the outlay 
that has been made and is being made by private individuals, 
that is, in regard to the total outlay needed. 

As regards public finance, new taxation in a planned regime 
is in some essential respects different from the taxation in a 
regime of unplanned laissez · Jaire. For, in the case of the 
planned regime, new taxes are not thought of on the spur of the 
moment without reference to either the economic developments 
of the past or the economic programme for the future. Taxa
tion is resorted to, either because incomes have been created 
which call for some measure of redistribution, or because there 
are on hand schemes for expenditure, which can be depended on 
to add substantially to the national income and the taxable 
capacity of the people. The standard of public expenditure 
whieh an economic plan calls for will therefore have to be judged 
from an altogether new standpoint. It is no longer a question 



of whether the tU:able capacity of the pMple is sufticient at any 
one point' of time. to bear the weight of public expenditure which 
the plan involves. The more appropriate standpoint is whether 
sufticient money can be raised for the immediate purposes. on 
hand and whether the outlay of such moneys will effect · the 
requisite increase in real taxable capacity before the weight of 
new taxation will be felt to be oppressiye. There is no. doubt 
that the short term effects of new taxation will involve some 
privation for the people. But the more important point is 
whether the relief which comes of increases to real national in
come will .occur in time to save ·the people from an oppressive 
feeling of heavy taxation. 

The two points I have just now mentioned are vital to a 
proper 'appraisement of the issues connected with the financing 

, of the Plan. The two refer to the two sectors of our economic 
life. of the future, the public sector and the .. private sector. 
Assuming roughly for purposes of elucidation that the public 
sector is the sector which it is for the State to finance and the 
private. sector is financed by private .capital we may proceed to 
consider whether the conditions in the country and the pace of 
progress that is practicable justify confidence in the success of our 
attempt to, say. double the pef' capita income in a period of 
fifteen years. There can be no doubt that much the larger part 
of the total capital required for planning can come only in the 
later stages of the Plan,. when the increase in the national in
come Will ha~e been greatly accelerated. In the present con
text, . it is far more important that the outlay we shall need for 
the first phase of the plan can. be found without any consider
able difficulty; Here it is very encouraging that the Finance 
Member of the Government of India declared within a short 
period of the publication of the Bombay Plan that Government 
would be well able to spend Rs. 1,000 crores on the plan in the 
first five years and could still leave an amount of about Rs. 500 

· crores for priyate. investment. This .forecast of Sir Jeremy 
Raisman has since been confirmed by the Second Report of the 
Reconstruction Committee. Whether Rs. 1,500 crores would be 
sufficient or not for the first five years is a question which may 
admit of· some difference of opinion. But that such an outlay 
will give a sound start for plann'ing can hardly be denied. By 
a sound. start I mean a start which will bring about such an 

. improvement in the quality and quantity of our resources as 
will enable us to take up the further stagea ot the Plan with a 
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conliucncc which we cannot now command without calling on 
our faculty of imagination. 

SCOPE FOR CREATED MONEY AT INITIAL STAGE 

It need hardly be said that of the Rs. 1,000 crores which, 
according to the Government, they can put up for planning in 
the first five years, only a part will be derived from revenues 
obtained from taxation, the other part being found by loans from 
the public. There is, however, a third source of funds which 
the authors of the Bombay Plan took credit for, but which may 
not be available for us in the immediate post-war years. I am 
referring, as you can guess, to created money. This is an item 
which I have reckoned with in my previous lecture on resources 
as a potential source which can be tapped under certain cir
cumstances. While nothitig can be said against the expenditure 
of created money in carefully chosen fields, the rate at which 
currency has been expanded and is still being expanded during 
the present war-period will confront us with a problem of defla
tion in the post-war period and will put this question of created 
money out of the pale of serious consideration in the first phase 
of the plan. Doubtless, if there had been no inflation or if in
flation had been kept within bounds, we might consider the ques
tion of resorting to created money for filling the gap between 
available capital and requisite capital. But as things are, infla
t.ion has deprived us both of the choice and of the embarrass
ment that generally goes with it. This observation, however, 
docs not apply to the later stages of the plan when the transi
tion from war to peace economy will have been completed. 

TAXATION AND BoRROWING 

Created money being thu.s out of the question in .the initial 
stage, the Government have to rely wholly on taxation and 
borrowing for the resources they will need for the execution of 
their plan. The power to borrow is so dependent on the power 
to maintain credit and provide for the service of the debt, that 
it should be sufficient to consider the position of public revenues 
in the years ahead. And, here, prima facie the ability of the 
Government to finance our war expenditure should encourage us 
to believe that the financing of planned development will not 
be beyond the capacity of the future Government of India. 
Prima facie, again, it should be possible for the Government .to 
expend from revenues as much as they are doing now and nuse 
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. loans for reconstruction purposes 'which in many cases will be 
productive and will not be a mere addition to our unproductive 
debt as during the last few years. 

But how far can the conditions of the post-war years be 
parallel to the conditions of the present? In the first place, 
war time inflation will have to be adjusted to the requirements 
of the 'changed times of peace. Secondly, Government expen-

, ditt.lre 0~ war accoUnt cannot have an exact counterpart in 
peace-time. If then the total note circulation should go down 
and the opportunities for priv~J,te profits should suffer shrinkage 
on account of the cessation of Government expenditure on war 
account, neither public revenues nor public borrowing can con~ 
tinue at their present war time levels. 

Sound as this line of reasoning niay seem at first sight, it 
· ignores a number of factors which point in the opposite direc
.tion. Post-war contraction will.effec~ only. the· large amounts of 
redundant funds now lying all over the country ; and even · if 
they should proceed far, there are other factors such as the 
release of pent up purchasing power, to combat its effects. The 
inauguration of new enterprises which have been formally regis
tered during war time will lead to the counteraction of defla
tionary trends and the maintenance of business activity · in 
general. As for Government expenditure on war account, the 
execution of large peace-time schemes of public works will pro
vide a substitute for the war expenditure of the present. 

EvALUATION OF DIFFERENT SoURCEs oF RE.VENUE 

Given a suitable policy, there is no reason to think that the 
general background of economic and monetary· conditions will 
not be favourable to a more. or less equal extent to the main
tenance at their present level of Government revenue and new 
borrowing. But this. is, of course, different from saying that 
public revenues will continue to ·flow in at the same rate and. in 
the same way as now. When the Government take the view 
that they can find Rs. 1,000 crores for planning in the first five 
yeim, they have not tried to indicate how much will be found 
from revenue and how much from new borrowing. And all that 
we can . do now is to examine the principal heads of revenue at 
the Centre and in the Provinces and estimate their prospects in 
the yea~s ahead. Firstly, we shall ,do well to note that Central 
revenues have grown from about Rs. 90 crores in the pre-war 
years to about Rs. 860 crores at the present time. Customs 
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revenue, which was the sheet anchor of Central finances up to 
the third decade of this century, dwindled to about . Rs. 32 
crores in the early thirties, while excises were negligible. As 
against this, the budget estimates for 1945-46 provide for Rs. 52 
crores under customs alone in addition to Rs. 48 crores under 
excises. The contributions of commercial undertakings which 
were practically a minus quantity twelve or fifteen years ago, 
amount to-day to about Rs. 15 crores. Direct taxation, which 
accounted for about 12 or 13 crores, now yields Rs. 190. crores, 
while currency profits have gone up from about less than Rs. 1 
crore to about Rs. 12 crores. Of these expanding sources of 
revenue, customs and excises are undoubtedly very dependable ; 
and here there is a clear increase in the last decade of well over 
Rs. 50 crores. Contributions of the Railways and Post & Tele
graphs may not be viewed in the same light. Some reduction 
in rates and fares might prove to be necessary. Nevertheless, 
in the conditions of the post-war 1=eriod, when the general move
ment of goods is bound to be on a large scale, we have no reason 
to apprehend that all the profits on the commercial depart
ments will vanish on the cessation of hostilities. Though the 
traffic on military account may not be fully replaced, contribu
tions of the scale of Rs. 15/- to Rs. 20/- crores may be reason
ably expected. As regards yield from direct taxation which 
amounts in the lat~st budget to about Rs. 190 crores, it would 
be rash to attempt any forecast in this respect. E.P.T. has a 
restricted application in times of peace. But generally speaking, 
if the national income can be maintained in terms of money at 
a bout the same levels as to-day-and that should not be impos
sible considering the various avenues of productive activity from 
which trade and industry are now wholly shut out-then income
tax should suffer no serious fall. There are also the potentialities 
of expansion of revenue which have been created during the war 
period by the ceaseless search for new items for excise duties. 
The tax on tobacco has begun to yield revenue on the scale of 
Rs. 20 crores a year. And the possible increases on the institu
tion of some forms of State monopolies in articles like tobacco 
are yet to be explored. Considering all these circumstances, 
a genuine increase in Central revenues of about Rs. 600 crores 
over the pre-war level in the first five years of post-war planning 
is by no means difficult to secure. And that I believe should 
dispel the disquiet which most people feel when they have to 
contemplate the consequences of the cessation of war. 

12 



STATE OF PROVINCIAL BUDGETS 

In this calculation I have not taken into account the possi
ble yield on death duties for the imposition of which the Central 
Government has taken the necessary pow~rs, for death duties 
belong to the sphere of Proviricial Governments. And here we 
must consider the prospects of provincial revenues, apart from 
the additions which death duties promise. A glance at provin
cial budgets will show that the revenues of all the provinces 
have expanded very considerably during the present war period. 
One obvious source of increase is the divisible pool of income
tax which i~ collected at the Centre. We have, doubtless, to 
reckon with a decrease though not as great as is generally feared, 
under this head. But we should not overlook the fact ~hat pro
vincial sources have been expanded during recent years. The 
short period of provincial autonomy which we' have had has 
been fruitful in measures of new taxation. Sales taxes, enter
tainment taxes, taxation on urban land, and of agricultural in
come and similar measures have contributed to provincial 
revenues. Provincial excises have expanded significantly as a 
result of the prosperity of the war period. It would be falla" 
cious to attribute the expansion of provincial revenues wholly" 
to the war. With the provinces adding death duties to their 
revenues and with the Central revenues maintained at about 
the levels of the present, the ability of public finance to support 
schemes of economic development will be largely assured. 

NEED FOR STIMULATING SAVINGS 

In order, to secure savings for purposes of investment, we 
shall have to depend on the savings of all classes of the popu
lation so far as practicable, although it should be added that 

. the comparatively richer secti_on of the community will neces
sarily have to bear a larger burden, the general standard of 
living of the people being very low. Institutions which en
courage savings have to be carefully fostered and developed. 
Apart from banks, we have to give attention to life insurance, 
building societies, investment trusts, co-operative societies of 
various kinds, insurance schemes connected with social security 
and the like. Measures which Will ensure stable money incomes 
for the agricultural population will be very useful for maintain
ing the rate of savings in the country as a whole. And I hold 
that it is of first rate importance that no class of people should 
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continue in the sloppy ways of old, the ways of indifference to 
the state of the domestic budget and the needs of the future. 
If schemes are designed-and that is by no means difficult-to 
ensure savings at the average rate of, Sllf 4 to 5 per cent., then 
institutional savings will more than make up for the possible fall 
in the savings of the rich which our system of taxation might 
bring conceivably about. 

PLANNING AND PRIVATE INVESTMENT 

It is quite possible that factors like the increase in the in
come of the rich or a decline in their fondness for jewels or for 
hoarding may prevent a decline in the savings of these classes. 
But in a planned economy we can hardly afford to let so vital 
a factor as the volume of savings to the caprices of a people 
untrained in the ways of a prugressive economic life. That is 
why I have urged that we should set more store by institutional 
savings. We must have schemes of insurance to cover every 
need of every class of the population, schemes so designed that 
they will mean substantial additions to the total volume of 
savings in the country. I might say that if we devote proper 
care to institutional savings and if the craze for jewellery should 
decline, then the volume of savings, after allowing for money 
taken by the Government in taxes and loans, might well exceed 
the 500 crore limit indicated by the Second Progress Report of 
the Reconstruction Committee . 

. I may now turn to the question of what the directors of 
our planned economy might seek to do to this volume of savings. 
Planning, let us remind ourselves, obviously implies a degree 
of control over new investment. This control has already been 
instituted during the war period, though the motive here has 
been the fight against the effects of inflation. But whatever the 
motive, the practical result' is that even during the war period 
we have done much to regulate the first stage of new investment 
in the post-war period. When the war will come to an end, the 
funds that have been raised by new issues of the present and 
deposited with the Government will be released and will flow 
into their pre-determined channels. But we must be prepared 
for a continuance of the present system of supervision and regu
lation of new issues even in the post-war periGd. It is only by 
such control that we can assure that the developments which 
the plan will leave to private enterprise will not be starved 
for lack of capital. The large volume of institutional ~avings 
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other than bank deposits will help us to regulate the flow of 
savings by means of instructions to the heads of the business 
community without an unduly rigid system of control. The 
banking system which to-day has attracted a larger volume of 
deposits relatively to total currency circulation than at any time 
in the past will be able to- preserve the elasticity of credit and 
currency to which classical theories attached so much import
ance. There is also the large volume of money earned during the 
war, which being in the hands of private individuals and there
fore unamenable to control, will .flow automatically into the 
myriad schemes· of small scale private. enterprise which, though 
they are not easy to gauge or guide, are invaluable for providing 
the basis of our progress in the later stages of the plan. 

My examination of this question of private savings and 
investment has necessarily been brief and cursory. But I believe 
I have said enough to show that this sector of our planning has 
a few elements of strength and soundness and that we have 
reason to expect it to function m'are efficiently than we could 
have dared to hope in former years. It may also tum out that 
the volume of savings available for private investment will be 
more than what the Government have indicated in their report. 

PRINCIPLEs OF ·BuDGETARY PoLICY 

So far I have tried to show that it is quite 'Yithin the 
bounds of practical politics to raise the necessary funds for 
financing the plan. But I have said nothing regarding the 
manner in which the funds should be raised. For, it is well
known that, given a certain amount of revenue to be raised 
by taxes and loans, this can be done in different ways, each 
of which will have different economic effects. The tax system 
should be so modified as to operate in the least damaging way 
on the general economic system. For this purpose the national 
fiscal policy should have three main objects: to improve the 
distribution of the national income, to increase its production 
and, finally, to diminish the variability of its flow. Taxation 
as a method of income re-distribution was foreign to the 
classical theory of public :financ~. It was foreign in the sense 
that it had· no economic merit although it might have merits 
on grounds of social justice. But now it is different. Apart 
from social justice, re-distribution of incomes has power to 
contribute to a policy of full employment by increasing the 
community's propensity to consume and, therefore, effective 
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demand. For, as is well-known, the propensity to consume 
is greater in the e&se of the poor than the rich. The argument 
of social iustice and the economic argument have thus merged 
in modern theory. To say that redistribution of taxes is no 
longer inimical to technical progress and the accumulation of 
capital does not, however, mean that some kinds of taxation
may not have economically destructive effects. Some forms of 
tax~tion are more injurious than others in their effect on 
enterprise and the task of the Government in the post-war 
period will be to eliminate those forms of taxation which 
exercise n depressing effect on energy and enterprise and to 
introduce in their place methods of raising revenue which are 
calculated to stimulate the introduction of improved methods 
of production. Two principles should be borne in mind in this 
respect: ( 1) All profits· retained in business for purpose of 
expansion should be granted exemption from income-tax. 
T!.ds is an extremely important dictum since it is universally 
recognised that the soundest of all forms of busine::s growth is 
through the ploughing back of profits; (2). the income-tax 
should be based on true profits, which should be computed 
only after making proper dedu~tion and allowance such as 
might be made on a commercial basis. In the first place, in 
estimating profits, wear and tear allow:mce on industrial build
ings cs well as maintenance and obsolescence allow:mce on an 
adequate scde should be granted. Secondly, expenditure on 
research incurred by business should be a permissible deduc
tion from business profits. Efficiency of production is very 
often a matter of expensive research end experiment and it 
should be the duty of the Government to accelerate them by 
means of such deductions. I may point out that in the last 
British budget the Chancellor of the Exchequer made suitable 
provisions in respect of maintenance and obsolescence allo~ance 
as well as research. This was done obviously with a view to 
assisting the British industries in keeping step with the latest 
and most economical methods of production. It may be noted 
also that in the latest budget of the Government of India 
provision has been made for allowing for income-tax purposes 
expenditure on scientific research. The proposals, in brief, are 
''the allowance of current research expenditure as it is incurred, 
the allowance of payments to recognized research bodies and 
in~titutions and the allowance over a period of five years or over 
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the life of the assets, if shorter, of research expenditure of a 
capital nature." 

Apart from keeping the national income high and bringing 
about a better distribution of this income, budgetary policy 
should also aim at keeping that income stable. The variability of 

· the flow·of national income should be reduced as far as possible. 
This ilt done by mitigating cyclical fluctuations by various means. 
The heart of such a policy lies in srebilising the expenditure 
on capital goods and consumer goods during years of boom 
and depression. When expendit;u-e on capital goods incurred 
by trade· and industry diminishes during bad years the public 
sector should vigorously pursu:e a policy of public works and 
should· be guided by considerations other than those of earning 
profits. Similarly, to stimulate demand t>,nd consumption, 
taxes may be lowered during depression while during boom 
periods inflationary tendencies may be curbed by heavier taxa~ 
tion on consumer goods. These suggestions of variable taxa~ 
tion imply that there is no inherent reason why the budget 
should be. balanced annually. It will be enough if a cyclical 
balance is attained. 

These, then, are the three kinds of effects which should be 
t:zken into account in f1·aming the fiscal policy of a country, 
effects on distribution, production and variability of national 
income. Their applicability to Indian conditions is all the 
greater since the fiscal machinery is deficient from the point 
of view of each of .these criteria. The Indian tax system is 
generally regressive in character with practically no provisions 
for free social services to the poorer people. There are at 
least two valid reasons for considering social services-using 
the term in its widest sense-in conjunction with capital 
investment. As a means of raising the productivity of labour, 
education, public hea:Ith and social services are, in the long 
run, complementary to the provision of equ:ipment. On the 
other hand, to the extent to which they u:se up part of the 
immediately available output they compete with investment. 
Again, so f.ar as_ the technique and method of production is 
concerned, the effect is equally unwholesome since not all the 
deductions and allowances referred to above have yet been 
fully granted. In the sphere of mitigating industrial ftuctua~ 
tions and variability of national income also, the Government 
have at no time embarked on a bold and energetic scheme of 
public works. 
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CURRENCY, EXCHANGE AND TRADE POLICY 

Part. of the problem of economic development rests not 
wholly on ourselves, but to some extent on our relations with 
the rest of the world. I must, therefore, turn now to the wider 
problem of international economic relations and the part that 
India should play in them. It is certain that efforts will be 
made to organise international economic relations by mutual 
consultation among different countries and by joint decision as 
far as possible in important matters which affect world economy 
and international trade. So far, the only clue we have to the 
future is the decisions of the International Monetary Conference 
which was held at Bretton Woods in July, 1944. The main 
object of Bretton Woods is to establish healthy international 
trade and investment among the participating nations. It 
represents the first tentative step in that direction by setting up 
a permanent agency for consultation and action on all inter
national monetary and investment problems. The purposes of 
the Fund are to facilitate the expansion and balanced growth of 
international trade thereby leading to the development of pro
ductive resources of all members, to maintain orderly exchange 
arrangements among members, to assist in the establishment of 
a multilateral system of payments in respect· of current trans
actions and to make available to members the resources of the 
Fund under adequate safeguards, thus providing them with 
opportunity to correct maladjustments in their balance· of pay
ments without resorting to measures detrimental to national 
or international prosperity _and progress. The fund is not a 
clearing scheme for all international monetary transactions, nor 
is it intended to be used for large capital movements. It seeks 
to provide normal short-term credit facilities on current trade 
account. The problem of abnormal war balances which includes 
our sterling accumulations has also been taken outside the pur
view of the Fund. The Fund is intended to come into full ope
ration only after a transitional period, tentatively put at between 
three to five years. During this period of transition, exchange 
restrictions both on current and capital t!ansactions are permissi
ble. Normally, however, current trade transactions are pro
posed to be freed from the shackles of exchange control and 
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discriminatory currency practices, except in the case of a scarce 
currency, while exchange restrictions are allowed in the case of 
capital movements,. 

SHOULD INDIA JoiN THE INTERNATIONAL MoNETARY, FuND 

On the question whether India should or should not partici
pate in the Fund, it is desirable to remember that in tliis shrink
ing world no nation can stand all by itself, and that the pressure 
towards, as well as the scope of, international co-operation will 
increase daily. Although some of the provisions. of the Fund 
require further clarification, it would appear that, apart from 
the question of sterling balances, participation in the Fund is 
not likely to be prejudicial to our interests. The proposals of 
the Fund as they stand are not calculated to interfere with the 
measures that we need to institute for the internal development 
of the country. We used to have a favourable balance of trade 
before the war, and now that most of our foreign obligations 
have been liquidated, our balance of payment position should 
be still more · favourable. Again, apart from the question of 
sterling balances and the position during the transitional period, 
the Fund will assure to u:s the benefits of multilateral payment. 
Whether our political status will constitute a bar to our partici
pation in such international organizations is a problem which 
will cause some controversy. But even here, Indian delegations 
have learnt to speak out boldly and independently, and the 
time is come when India should take her place not only in the 
economic but also in the political cou.ncils of the world. 

THE INTERNATIONAL BANK 

The other mechanism evolved at Bretton Woods is an In
ternational Bank for reconstruction and development dealing 
with long term credit. Membership of the International Bank 
is contingent upon partiCipation in the International Monetary 
Fund. The most important provision in connection with loans 
is that the Bank would guarantee or grant loans for reconstruc
tion and development purposes only when it is found that the 
country in question is not able to obtain such loans through 
private channels. If this is the position it would appear that 
India is not likely to derive any great advantage from such a 
Bank, for she has generally enjoy~d good credit in foreign 
markets and this position has been further strengthened by the 
war.· Provided there is a stable government at home, there is 
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no reason why India should not be able to attract foreign loans 
even without the guarantee of the International Bank. 

CuRRENCY AND ExcHANGE PoLICY 

Another matter of crucial importance is the behaviour of 
post-war prices and exchange rates. Compared with countries 
like England and the United States prices in India and the quan
tities of money in circulation have gone up to giddy heights 
during the war. Although the continued expansion of currency 
has weakened the rupee internally, its external value has. been 
kept steady through the operation of exchange control and other 
difficulties in the way of foreign trade. This is not expected 
to continue after the war when the normal economic forces will 
re-assert themselves and prices and exchange rates will have an 
irresistible urge to seek parity with world price levels. The 
question which naturally presents itself is, at what levels should 
the internal value of the rupee and its external ·value be stabi
lised ? This is a question of tremendous importance to India, 
for she has still fresh in her mind the memory of the costly 
and futile efforts made after the last great war to maintain an 
untenable exchange rate, and the disastrous consequences to her 
economy which followed •. 

To begin with, it must be emphasized that there are many 
imponderables in the situation and it is impossible to forecast 
with any degree of precision the shape of things that will ulti
mately come to prevail. There is a whole host of circums
tances, internal as well as external, to be taken into account. 
Some of them will work even in the opposite direction and thus 
make the final results still more confused and hazy. It is also 
clearly impossible to suggest at this stage the exact parity 
which India should establish at some future date. All that we 
can do and should do at this stage is to analyse the broad factors 
likely to operate after the war and exert their influences on 
levels of prices and exchange rates. 

Two sets of factors working in opposite direction will exert 
their pull on the level of post-war prices-one tending to lead 
to a downward level of prices and the other to an upward level. 
The final result will be determined by the relati~e strength of 
each factor. On the termination of hostilities the enormous war 
expenditures will cease almost as suddenly as they first came 
into being. Private industries supplying the war requirements 
of the Government would also find themselves robbed of the 
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war· orders which had been their mainstay. The demobilisation 
of soldiers and the menace of unemployment will be another 
serious depressing factor. The administrative services created 
during the war will also sh:tinli: and . throw many educated 
young men out of employment. The immediate effect of the 
drying up of these sources' of income will be to knock the 
bottom out of the present high level of prices and usher in an era 
of deflation. · It is impossible .to say ·to what extent and how 
long these forces will operate but of their certain emergence 
there c,an be little doubt. 

· Against this should be set off the other factors which will 
operate in the contrary direction and tend to countract ·the de-. 
flationary trend. Because of the exigencies of the war the civi
lian population have had to restrict their ~onsumption in various 
ways. . With the cessation of hostilities there is .bound to be a 
general desire on the part of these people to satisfy these wants 
stinted during the war. Those who would have the 
backing of purchasing power would make their demand effec
tive. by entering the commodity market and competing for as 
much of the consumer goods as possible. The increased volume 
of consumer goods demanded by them will not, however, come 
into the market all at once. Sufficient time must elapse before 
supply is able to adjust itself to new demand. In the mean
while the growing volume of purchasing power will impinge on 
the limited . fund of consumer goods and raise their prices. 
Besides, during the war many people have bought land but 
have postponed their construction on account of the non-avail~ 
ability of materials; If these people resort to construction after 
the war there is the likelihood of a building boom in the post
war period. The psychological predisposition towards a depres.
sion )Vhich the first set of factors . might create may thu's be 
countered and offset and the country may find itself in the 
midst of new economic activities. Whether this will be· on a 
scale sufficient to counteract or (lUtweigh the previous defla-

. tionary tendency is something mol;'e than one can predict. But 
generally it may be said that in countries like India the imme
diate deftationary tendency will exert the stronger pull and get 
the better of the inflationary tendency, while in advanced collll· 
tries like England and the United States th~ reverse is likely to 
be the case. This is for a number of reasons. The increased 
purchasing power which, by impinging upon the limited supply 
of consumer goods, imparts strength to the inflationary ten· 
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dency has not widely diffused itself in India. It has found 
shelter in the hands of limited sections of the population-the 
larger agriculturists, the industrialists and the war contractors. 
The vast majority of people will have very little effective demand 
with which to compete for the consumer goods in the commo
dity market after the war. On the other band, the richer 
sections of the people who have got in possession increased 
purchasing power, have not had to deny themselves many of 
their wants during the war. 'I'beir propensity to consume is 
not, therefore,likely to increase to such an extent in the post~ 
war period that it will give much strength to the inflationary 
impulse. In countries like England, on the other hand, the 
campaign of small savings has succeeded so well that it accounts 
for a very substantial portion of the Government borrowings, 
so that the release of this. pent-up money would mean so much 
purchasing power in the hands of the ordinary common man 
whose propensity to consume is even ordinarily strong. Be
sides, the physical reconstruction of the devastated economy 
of these countries will create huge demands for capital goods, 
the supply of which may not increase rapidly. AU these taken 
together have the effect of leading to an inflationary swing in 
the immediate post-war period and the problem in these coun
tries is how best to avoid not a slump but a run-away boom, 
while in our country the problem will be quite the opposite. 
The immediate psychological effect favouring a depression on 
the termination of hostilities in our case is not likely to be fully 
counterbalanced by the opposite forces, unless the Government 
steps in and replaces the war expenditures by new reconstruc~ 
tion expenditure of various kinds. The reconstruction plan of 
the Government has, therefore, to be kept ready in advance so 
that it may be able to go into action immediately on the cease~ 
fire orders. ' 

I must not be construed to mean that I want the present. 
abnormal prices to continue after the war. Far from it. They 
are abnormal and untenable by any criterion and have inflicted 
tremendous sufferings and privations on the people. If they are 
maintained at this level even after the war, they will seriously 
affect the standard of living of the people. The prices should no 
doubt be brought down to their normal level-not necessarily 
the pre-war level-and stabilised there. But this should be done 
only gradually. A catastrophic fall should be avoided. For it 
must not be supposed that if inflation is an evil, deflation is 
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necessarily good. 'On'the contrary, if inflation is Satan, deflation 
is Beelzebub and 'both must be effectively tackled and over
power.ed. During the· war we have allowed the Satan of infla
tion to play havoc with our economy. After the war we must 

·not allow deflation to carry tpe havoc further. · 
As regards the gradual scaling down of the prices, the· final 

adjustment should be sought partly in: the expansion of . pro
duction and partly in the contraction of currency. The volume 

· of production ha~. to grow to the expanded currency and thus 
enable the . maintenance of a stable price structure. This view 

· derives strength from a broad survey of the conditions in other 
couptries -of the world. The pre-war note circulation in India 
was low, <!onsidering both the total population and the per 
capi~a income. · Therefore, a part of the solution of the problem 
(}f war-time inflation must be found, even while the war is on, 
in the increase of· production of ordinary ·consumer goods. 
The other part should be sought· in reduction of the note circu-
lation. . 

The prices· will :thus ultimately come down but not neces
~arily to the pre-war level, for even in '1988 India had been 
unable to recover fully from the effects of the depression. It is 
somewhere . between the pre-war level and the present that the 
post-war level ·of prices should be stabilised. This will mean 
that the internal value of· the rupee, although higher than at 
present, will be considerably lower than before the war. Dis-

. parity between the internal value of the rupee and its external 
value will thus persist ev~n after the war, although not to the 
same degree as at present. The question is whether this dis
parity should be cured by devaluation. A relevant factor to be 
taken ·into account in this connection is the probable trend of 
prices in foreign ·countries after the .war. If prices in foreign 
countries rise sufficiently, the maladjustment between the inter
nal value and -the extemal value of the rupee Is automatically 
removed and no devaluation may be necessa!-'Y· If, again, prices 
in foreign countries rise but not sufficiently, some devaluation 
may be necessary, although to a lesser degree than if prices did 
not t.:ise at all. The crucial question is, therefore, the behaviour 
of post-war prices in foreign countries. As I have already 
pointed out, with the release of the mopped up purchasing 
power in these countries an advance in their price levels is 
almost unavoidable. Whether they will rise sufficiently high 
to obviate altogether the .need for devaluation of the rupee, it 
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is impossible to predict. But whatever that may be, the extent 
of devaluation needed is reduced in proportion to the rise in 
foreign prices. Since there are so many external factors enter
ing into the fixation of parities, we should do well to watch 
carefully how the major countries of the world behave in the 
post:war period. Hasty and premature attempts to stabilise 
the ;.-upee either in terms of the existing parity or a new one are 
fraught with danger and should be avoided. So long as . 
important currencies like sterling or dollar have not found their 
moorings and world economic conditions have not returned to 
normal, attempts to stabilise the rupee are bound to fail. 

INTERNATIONAL TRADE PoLICY 

With regard to international trade policy in the post-war 
period, there are several factors to be taken into consideration. 
In the first place, the war has altered the position of India in 
one fundamental respect. In the course of a few years she has 
changed from a debtor to a creditor country, with the result 
that her effective demand for overseas goods has considerably 
increased. If she husbands her resources carefully, she will not 
have to suffer helplessly adverse changes in the terms of trade. 
~econdly, as a creditor nation, and as a country with an export 
surplus in a wide range of raw materials and with prospects of 
developing an export trade in manufactured articles as well, it 
is clearly to India's interest that the trade of the world should, 
as far as possible, be multilateral. A world, in which trade is 
largely bilaterally organised, would cramp her development and 
the economic progress of the world at large. This does not 
mean that we must give unqualified support to free trade. Not 
oW.y tariffs for the purpose of protecting our own industries, but 
also special arrangements with certain foreign countries which 
are in a position to help us will doubtless be necessary. The 
third factor to be taken into account is that India will have to 
develop an export trade for meeting the cost of her essential 
imports of capital goods. This will be necessary because, on the 
one hand our sterling balances are not likely to be repaid all 
at a time' and on the other, our demand for imported materials 
in order to implement a plan will considerably increase. It 
is difficult to hazard any definite opinion about the post-war 
prospects of our export trade. Japan and Germany may after 
the war prove to be worse customers than before. Although 
there may be scope for some expansion of trade with the USA, 
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it should be remembered that the trade of the two countries, 
USA and India, is in some respects competitive, as for instance 
in cotton. The possibilities of developing export trade to 
countries in the 'Middle East and around the indian Ocean are, 
however, more promising. It should be possible for India to 
retain and develop some of . these markets gained during the 
war. But even when allowance has been. made for such 
expansion, it should be borne in mind that in the period before 
the war, IS4i% of Indian trade was with Empire countries. ·This 
means that the Empire countries were our best customers before 
the War and if this :Position remains substantially unaltered 

· even after the war, it may be necessary with a 'View to. develop .. 
our markets in these countries to accord to. them some 
favourable treatment. 

Much indeed depends on the Pc>st-war changes in inter~ 
national trade on which the peace treaties will exert not a 
Iittie influence. But,, as I 'have . said earlier, though In~ia 
may have need to ally herself closely with one or two industrial , 
countries· with a. view to secure adequate help in her industri~ . 
alisation and may have for this purpose to give them special 
treatment in certain matters, her main interest lies in the 
emergence of an expanding trade among all nations. . Whether 
the post-war years will witness such emergence or not is more 
than any one can say at present. But if trade is not to be 
developed only along certain pr~determined lines then we have 
to keep our ideas of world trade in a ·somewhat fluid state. 
Our. position as a Cl'editor ·country, the trade relations which 
we have developed during these war years with the M~ddle 
East and the countries adjacent to .us, our dependence on 
countries like the . U.S.A. and Britain for the equipment of 
industry and the· scope which the re-entry of Soviet Russia into 

. world trade will create for us and for others-all these are 
factors which we shall have fully to tak~ into account before 
we seek to give shape to our foreign trade. relations. Over and 
above all these is the need to come to a settlement with Great 
Britain for the repayment of our sterling balances. The issues 
connected with this are quite familiar. Britain, it is obvious, 
can repay these balances mainly by means of export surplus 
in goods and services over and above what she exports to India 
in normal conditions. . But here it will be necessary to impose 
some safegu·ards in India's interest&. In the first place, India's 
interest would demand that Great Britain's exports to this 
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country, so far as the sterling balances are concerned, are goods 
and services which India really wants for the purpose of her 
development. The sterling balances must not be frittered 
away through a spate of export of consumer goods which may 
very well retard our economic development. The volume of 
consumer goods that we need, apart jrom what India would 
produce locally, may well be available to us through our normal 
trade transactions. So far as the sterling balances are concern
ed, Britain, in other words, should not attempt to follow the 
example of Germany by trying to sell us "millions of mouth
organs and ship-loads of aspirins" in settlement of our claims. 
I may point out in this context that India will have to resort 
to some form of import control together with the inevitable 
concomitant of exchange control in order to ensure that non
essential goods and services do not find their way to India, 
particularly ·during the period when she will be in need of 
capital goods for developmental purposes. The second safe
guard which is necessary is that the price of British exports 
should be the same to us, the holders of sterling, as to buyers 
who want to pay in goods, gold or dollars. Thirdly, India 
should be enabled to buy her requirements in the best mv.rkets, 
apart from what. she would buy from England. A bilateral 
agreement with Britain, incorporating these safeguards and 
providing for an orderly liquidation of the balances, should be 
brought into operation at the earliest date, for this is a matter 
which brooks no delay. I do not want to deal with the other 
issues connected with this problem-issues which I have raised 
on other occasions but which cannot be dealt with now for 
sheer lack of time. 
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DiSTRIBUTION AND STATE-CONTROL 

I ·have previously melJ.tioned that even though production 
is both sufficient and. efficient, unless there is equitable distribu
tion the problems of poverty may not be solved and poverty 
might continue in the midst of plenty. Economic weHare 
depe~ds on two factors, production and distribution. On the 
one hand, production must increase to such a level that it is 
adequate to satisfy the requirements of a minimum standard of 
living and on the other, the result of increased prodUction must 
be so distributed among the whole population that nobody is 
allowed to sink below the minimum standard. Re~distribution 
of i~conu:;, however, must not be carried to su~h length~. that it 
has depressing and injurious effects on production, for it is · 
obvious, as I have said earlier, that in a country like India where 
there. is not:enough to go round emphasis has necessarily to be 
placed on increased production. · 

·. If equitable distribution. is to be. effected, the State has to 
step in. Without State intervention this is not really possible. The . 
problems of distribution and of the role· of the State in economic 
planning are, h~wever, problems whic~ raise many controversial 
points. Controversy and difference. of opinion on .such vital 
matters spring up too readily, particularly in India where almost 
all the ideologies in socio-economic m~tters have been running 
simultaneously and in cross-currents, with the result that the · 
country is in the grip of none of them. I have no desire to 
sing the virtues of this or that ideology. But to be candid, I 
am not one of those who feel that the doctrine of laissez faire · 
is practicable or desirable under present conditions. The cost 
and character of the competitive struggle· itself, the tendency 
for wealth. to be· concentrated in a few hands, ~he appalling 
poverty in the midst of plenty-all these are beyond the cure 
of a laissez faire economy. The ruthless struggle which the 
system of laissez faire entails and how this system· is blind to · 
tl1e cost of the strhggle, is very ably brought out by I.ord Keynes, 
in one of his lectures by the use of a brilliant simile of a society 
of giraffes. I would quote his own language which is inimit
able : "The object of life being to crop the leaves off the 
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branches upto the greatest possible height, the likeliest way of 
achieving this end is to leave the giraffes with the longest necks 
to starve out those whose necks are shorter." Developing the 
idea further he says, "If only we leave the giraffes to them· 
selves, (1) the maximum quantity of leaves will be cropped 
because the giraffes with the longest necks will, by dint of 
starving out the others, get nearest to the trees; (2) each giraffe 
will make for the leaves which he finds most succulent amongst 
those in reach; and (3) the giraffes whose relish for a given 
leaf is greatest will crane most to reach it. In this way more 
and juicier leaves will be swallowed, and each individual leaf 
will reach the throat which thinks it deserves most effort." I 
may be permitted to quote- a few more sentences from the same 
lecture where Lord Keynes points out the consequences of such 
a struggle. "If", he says, "we have the welfare of the giraffes 
at heart, we must not overlook the sufferings of the shorter 
necks who are starved out, or the sweet leaves which falls 
to the ground and are trampled underfoot in the struggle, or 
the over-feeding of the long-necked ones, or the evil look of 
anxiety or struggling greediness which overcasts the mild faces 
of the herd." These are the consequences of the laissez-faire 
economy which, according to its greatest advocate, Bentham, is 
supposed to lead to the greatest good of the greatest number. 
On the contrary, under the system the rich become richer at the 
expense of the poor and inspite of the enormous wealth produced, 
the majority of people live in the midst of soul-killing misery. 
Such a system evidently cannot continue consistently with our 
ideal of raising the standard of living of all to a decent minimum. 
It may be noted that even countries like England and the 
United States which in the pa.st were advocates of pure laissez 
faire have realised its bitter consequences and are thinking in 
terms of increasingly more and more state interference to improve 
the Jot of the common man. 

But if I am opposed to laissez faire, I do not also agree 
with those who would let the government do every
thing. I firmly believe that between these two extreme views 
there is a golden mean for harnessing the resources of the 
country to the fullest benefit of all. As Louis Fischer, one of 
the most ardent and passionate friends of the Soviet Union, 
has so admirably put it in "Men and Politics": -''To jump 
from the monism of uncontrolled capitalism to the monism of 
uncontrollable State ownership, or State domination, of all 
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property, industry and finance-is no solution. In fact, it is 
highly dangerous. Even in countries where there is a stronger 
tradition of democracy and personal freedom than in Russia 
and Germany, the omnipotent State-omnipotent because it 
owned and ran everything-might still become a menace to 
liberty. I fear the strong state. The individual is at its mercy. 
Where a State is the employer of all, no strikes are permitted. 
Where the State owns everything, how can private individuals 
own the press ? If the Government owns the press how can 
one criticise the Government? ••. I am opposed to putting 
the entire economic life of a national community into the hands 
of propex:ty-owners and bankers who must use their wealth 
primarily to earn profits for themselves. But I am no less , 
opposed to giving the whole job to Governments. Society, 
today, needs an economy of checks and balances, one in which 
the State can check private capital, in which private capital 
can balance the State, and in which citizens organised as con
summers, or as producers, with little or no property, can check 
and balance both the State and capital." This prognosis is also 
confirmed in a piece of writing by Mr. and Mrs. Webb whose 
sympathy for Soviet Russia is well-known. Speaking of Russia 
they say : "The suppression of every expression of dissent and 
the ruthless use of all possible instruments of propaganda are not 
accidental accompaniments of a centrally directed system; they 
are essential parts of it." I personally believe that the material 
comforts gained hi a planned economy are not worth so much 
sacrifice of personal freedom. If we cannot reconcile planning 
with liberty and democratic control, planning will lose much of 
its .charms and fascination, inspite of the increase of material 
wealth that it may bring about. It is not· indispensable that 
planning and totalitarianism should go together, as in Germany 
and Soviet Russia. On the contrary, the pattern of planned 
society which we contemplate should give full play to individual 
liberty and democratic control. 

It is, therefore, a system of checks and balances, as described 
by Louis Fischer, that planners in India should endeavour to 
bring about. It is neither free enterprise nor state ownership 
but a judicious combination of both which should be aimed at. 
India should be looking forward to a mixed type of society where 
free enterprise will be encouraged over a large segment of the· 
economy, but where, also, there will be a broad field for state 
ownership and control, If we can make state enterprise and free 
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enterprise both serve the national interest and "pull the national 
wagon side by side", much of the bitterness and acrimony of 
controversy regarding questions of distribution or the role of the 
state and, what is more, even the complexity of many practical 
problems will be minimised to an almost incredible extent. But 
how, one may ask, will this be achieved in our plan? I shall 
try to hold before you, as briefly as possible, a picture of the 
planned society which it should be our aim to build up. 

Our aim and object in economic planning is, as I have said, 
to establish a certain minimum standard of living-a sort of 
financial plimsoll line below which no individual should be 
allowed to sink. This should be achieved by bringing a certain 
money income within the reach of all. This money income will 
have to be earned through the processes of production. The 
developments envisaged in the various spheres of our economy 
-primary, secondary and tertiary, if fully and successfully 
carried out, would be able to do this by bringing about a 
high and stable level of employment. This would mean that 
every able-bodied individual, willing to work, is earning an 
income through the process of production. But the vital question 
arising in this connection is : What guarantee is there that the 
income so earned will be such as will ensure a minimum standard 
of living to all? In fact, this is not so at present where the 
incomes for most of the people are much too low. The wages paid 
to the workers or the prices received by the peasants are never 
adequate to meet even the bare necessaries of life. It will be 
necessary, therefore, to institute measures for ensuring that the 
incomes earned are such as would -be able to sustain a minimum 
standard of living. For this two measures would be necessary 
-the establishment of a national minimum wage for labour, 
including agricultural labour, and the stabilisation of the 
prices of agriculture which would continue to engage by far 
the larger section of our people. Insistence upon the payment 
of a wage sufficiently high to provide the necessaries of a civi
lised existence would help in preventing the exploitation of 
labour which is capitalism's chief offence. A corollary of this 
is price regulation with the double purpose of ensuring a fair 
margin of profit for the producer and fair prices for the 
consumer, for if more is to be paid in wages, an appropriate 
increase in prices, where necessary, will t.ave to be ensured 
while at the same time profits will have to be restricted to 
ensure a fair deal to the consumers. In the same way, the 
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stabilisation of agricultural prices would help to restore a certain 
minimum price to ryots who, at present, are exploited by 
middlemen. To· enforce. these prices it may be necessary to 
build up adequate buffer stocks to be used for checking violent 
fluctuations. It is true the application of these two measures, 
viz., the stabilisation of wages. and of agricultural prices over 
such a vast area is replete with difficulties.. But it will have to 
be done if the exploitation of the workers or the peasants is 
to be checked. 

These measures, while helping to direct the out-turn of the 
productive efforts of the community into the hands of those who 
have so far been receiving less than they should, will by them
selves, leave untouched the vast and growing field of inequali
ties which exist at present. No doubt, larger amounts will now 
go to wages which formerly used to go into dividends or 
reserves, hidden or otherwise. The peasants also would receive 
fai<rer prices for their agricultural products. Nevertheless, 
adjustments on these points alone would not . make such differ
ences as would really create a new society, While figures of 
income distribution in India are far from complete or perfect, 
an Idea of .the enormous disparities may be had from those 
th3:t are available, meagre and incomplete though they may be. 
The per capita average income itself varies from Rs •. 51 in rural 
areas to Rs. 166 in urban areas. And in urban areas, in 
1931-32, one half of the total income was in the hands of less 
than 10 per cent. of urban people and "even among the 
comparatively well-to-do class, whose annual incomes exceed 
Rs. 2,000 a year, 88 per ceRt. of the number could claim only 
17 per cent, of their total income, while a little more than 
1 per cent. were in possession of as much as 10 per cent. of 
their total income." Obviously, such disparities cannot be 
removed merely by the fixation of minimum wages and prices. 
Something more would be necessary, A re-distribution of in
come will have to be brought about by appropriate means. 
One such obvious method is for the State to take wealth from 
the pockets of those who have it and then transfer it to others, 
either by direct payments such as old age pensions, unemploy
ment allowances, increases to wages or by using it for purposes of 
communal enjoyment or utility such as free health and education 
services, free libraries, parks etc. Such transfers of wealth are 
usually done by various forms of taxation, including death 
duties, which are, in fact, nothing but the forced transfer of 
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property from those who have it to those who have not. Such 
re-distribution of income would also have the effect of directly 
helping in the attainment of a state of full employment. For, 
when income is shifted from higher to lower. income earners, 
total consumption and, therefore, effective demand is increased. 
If, for instance, the income tax on the rich is increased and at 
the same time the indirect taxation on necessaries is reduced 
to the same extent, or an equal amount of family allowances is 
paid, the average propensity to consume will increase thereby. 
But there is one obvious limitation to this. The complicating 
factor which is often left out of consideration is the depressing 
incidence of the rise in income tax upon private investment. 
Tax on income has to be increased, but, obviously, taxation 
should not be carried to such heights that private investments 
and enterprises fall off. Such falling off in private investments 
and enterprises, far from leading to fuller employment, may be 
detrimental to it. 

Besides, a dead level of economic equality has ceased to 
have the same appeal as formerly even to extreme leftists. For 
one thing, experience has shown that it is not practicable. 
Unless new altruistic traits were to appear in human nature, a 
completely equal distribution of wealth would most certainly 
remove a considerable part of the stimulus towards efficiency 
in production which is provided by the present state of 
affairs, inequitable though it may be. Even in Soviet Russia 
today equality is a forlorn cry. Payments are made in 
that country according to work, not according to needs. The 
incentives to increased production and efficiency are much the 
same as in capitalist countries. Hence in India too our aim 
of economic control, in so far as it affects distribution, should 
be to secure a national minimum standard of life, and to ensure 
that income received by individuals above this minimum should, 
on the whole, be paid according to social economic worth. A 
corollary to this, so often ignored in arguments, is that 
individuals should as far as possible have equal opportunities 
to show their worth as producers. To achieve this it would be 
necessary to help all members of the community to obtain 
health, education and training. 

The next question arising for eomideration is that of owner
ship, control and management of the means of production. 
Attempts to improve the distribution of incomes by methods 
suggested above would ha\'e little meaning if the means of pro-
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duction ·are allowed to be utilised by a few for their own benefit. 
The apparently easy method of establishing a complete and 
universal system of state ownership is neither sufficiently easy 
in practice, nor. does it always mean a satisfactory solution of 
the problem. For, it is difficult to resist Mr. James Burnham's 
contention that, notwithstanding state ownership of ·the nieans 
of production, it is possible for economic power to pass into 
the hands of a new governing class-the 'managers', which term 
includes not merely the Managing Directors and administrators 
of industry, but also the technicians and the.trade union leaders. 
These managers flourish behind the facade "of state ownership, 
securing a special degree of control over the instruments of 
production and receiving preferential treat~ent in the distri
bution of· their products. In other words, the controls which 
have to be exercised over the instruments of production, in the 
modern world, are coming to be of greater importance than 
property rights over those instruments. Personal ambition no 
longer centres upon the ownership of wealth. as such, but, to 
an increasing extent, tipon the possession of responsibility and 
power. We can no longer blind ourselves to the very real 
danger of the vested interests of all classes of managers draWing 
together in an effort to impose their will upon the community. 
This is what is supposed to have happened in Soviet Russia in 
spite of the so-called socialisation of the means of production. 

State ownership, therefm:e, has no magic for me. True, 
the State may come to own certain industries and enterprises, 
but every such case has to be decided on its merits rather than 
from a pre-conceived bias in favour of or against State owner
ship as such. The broad, general. criterion in this respect is 
not difficult to lay down. It is possible to distinguish three 

·main categories of economic activity, each category corres
ponding to a varying degree of immediate relationship to the 
essential welfare of seciety. Firstly, those which are by their 
very nature monopolistic and which are so essential to the 
life and survival of the community that they must be main
tained without much regard for their economic character, These 
include all .. the resources of which the supply is limited, such 
as coal, with the kindred organisation of electricity and gas 
supply, communications etc. The State must control directly 
and completely these industries by some form of nationalisation. 
The question of competition is the deciding factor in these 
cases. As soon as a branch of economic life is becoming mono-



Ill 

polistic, it should be taken out of private hands. Private profit 
limited by competition may be defended; private profit from 
monopoly cannot. The second category comprises those which 
are not necessarily monopolistic, but in which &ocial interest 
is direct and immediate, and in which control must appear to 
a large degree, such as industries which in particular cater 
to ,the necessaries of life. In the third category would come 
all industries not of a sufficiently vital character to come into 
the first two categories. 

The forms of control and intervention regarding these three 
categories of industries would obviously differ. In the case 
of the first viz., essential monopolies, control is bound to be of 
the most direct kind. Some form of nationalisation will have to 
be brought about. This, of course, does not mean that a 
uniform system will be applied to all nationalised services, 
particularly if municipal control be admitted as equivalent to 
nationalisation for commodities of local rather than country
wide interest, such as gas and tram cars. 

As regards the second category of industries which may 
be described as not necessarily monopolistic but in which social 
iuterest is direct and immediate, the state without going to 
the length of ownership should enforce some control on the 
following lines, viz.-fixation of prices, limitation of dividends, 
guarantee of quality and supply, prescription of conditions of 
work and wages for labour, nomination of government directors 
on the board of management, licensing and 'efficiency auditing'. 
Regarding the third type of industries, not of a sufficiently 
vital character to come into the first two categories, the State 
need only interfere in varying degrees to secure certain conditions 
of labour, to protect the consumer against extortion and fraud 
and to ensure that no capital and labour are diverted thereto 
which are really needed elsewhere. On the whole, in this matter 
I am generally in agreement with the lines indicated in the 
Second Report of the Reeonstruction Committee of the Viceroy's 
Council in regard to state activity in relation to industries. 
There are certain industries which in the national interests the 
state must both own and manage; there are others which the 
state may own but which it may be more economical and more 
efficient to manage by a private corporation, and there are others 
which will be privately owned but which the state will control in 
various ways as I have just indicated. As regards agriculture 
l need not repeat here the kind of relationship which the State 
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should establish. Nationalisation of land is what I have suggest
ed, which in practice would mean peasant proprietorship. Land 
is at once the most essential and the most severely restricted of 
economic resources ; and its use and possession, if necessary, 
must be controlled by the State, if the community is to live. 

In winding up this lecture on State control I would like to 
point out that social philosophy or ideology of any kind has 
its attractions· for men academically or philosophically inclined. 
That for over half a century since the advent of the modern 
machine age, discussions on economic progress should move along 
the sterile channels of ideological partisanship· is, to my mind, 
one of the gravest tragedies of human history. Perhaps, it could 
not have been otherwise. But to-day the experience of man
kind has provided sufficient. material to convince all men of 
reason and good will that human societies can progress only to 
the extent they can break the fetters which the ideas of encrusted 
partisanship clap on men's minds. We. in India should find it 
easier than most others to shake off this bondage. ·We have 
before us a clear task, about the nature of which the appalling 
conditions of life of the masses leave no room for doubt, Equally, 
there can be no doubt about the resources we have at our com-

. mand. Given a certain amount of honesty and sincerity and 
progressive outlook in the desire to raise the life of the co~mon 
man to a decent level, the ends should, to a large extent, deter
mine the means. The differences, where they arise, should be 
more akin to the differences of opinion between expert engineers 
on the most suitable kind of bridge ·in a given position than the 
differences among political parties. The virtue of planning, as dis
tinct from particular social ideologies, is that it will tend to take 
up differences of opinion to the level of technical experts rather 
than to push them down to the depths of political partisanship. 
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HINDRANCES TO PLANNING 

To plan for assuring a decent minimum standard of living 
to 400 million people, the vast majority of whom are ill·fed, ill
clothed, ill·housed and illiterate, is a task of immense magni
tude, which must naturally present exceptional difficulties. To 
remove them, bold and vigorous actions taken simultaneously 
and with determination are called for. But it is ne~essary to 
have first an idea of the difficulties and obstacles that face us. 
Accordingly it is my desire here to deal with the major obstacles 
and difficulties in a broad and general manner. For it is 
possible to define the broad outlines of an economic policy for 
the planned development of the country, but certain major 
premises must be granted if the plan is to be efficiently exe
cuted and the desired results are to be obtained. 

Of the major bottlenecks and obstacles that face us, the 
political factor is the biggest and most important. I have al
ready said in the course of these lectures that only a national 
government can be expected to tackle successfully the manifold 
and complex problems of planning and its execution. The 
sacrifices that would be demanded of the people, . the 
surrender of privileges that will be necessary in many cases, the 
discipline and control to which peeople must be subjected in a 
re~ime of planned economy and the enthusiastic support which 
must be lent to the planning authorities-all these are obviously 
unattainable without a Gover.nment which i~ truly national. 
This government must be free from interference by any outside 
source or power both in the political and economic spheres. 
The bitterness and acrimony that are invariably created by an 
alien government stand in the way of successful execution of a 
plan, with the willing eo-operation of the people. No plan, 
however skilfully designed, will succeed unless there is a 
commonness between the government and the governed. The 
conditions that actually obtain under the present constitution 
are, however, far from what is desirable or necessary. The 
entire set-up of the present constitution and the atmosphere 
generated by it are such that they preclude any bold or imagi
native actions being taken in furtherance of any plan of 
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economic development. The powers which have been granted 
under the constitution, inspite of their apparent plentitude and 
range, are, in practice, reduced to nullity by the checks and 
baiances of· the constitution, arid the over-riding authority of 
the Viceroy and many of his' officials who are pre-occupied more 
with their loyalty to· the appointing authority than to the people 
of the country. Neither in the political nor in the economic 
field do Indians possess freedom of action, Our political ~ervi
ttide is evidenced on the one hand by · the subservience of the 
Government of India not to the Indian Assembly but to the 
British Parliament through His Majesty's Government, and on~ 
the other, by the continued incarceration of the national leaders 

. by the present government of the country .. Our economic servi
tude is borne out by .the fact that in many matters of vital 
econoln.ic concern, such· as currency, e;x:change and commercial 
policy,· Indians do not have much real voice. In fact, since 
~olicy in these matters rests only nominally on the present Gov
ernment of India, while the main strings are pulled by H.M.G. 
in London, the policy is more often than not framed to further 
British. interests, even if the consequences thereof should . be 
detrimental to Indian interests. Even in internal matters, India 
has hardly any freedom of action. Finance, which is the key
sto'ne of any economic policy, is well safeguard against popular. 
control. Nearly 80% of the Federal Revenues are beyond the 
vote of the Legislature. No policy of hold economic planning 
can ·be undertaken since the Governor-General is advised in his 
Instrument qf Instructions to follow a. very orthodox and conser
vative financial policy. A subject of very great importance in 
this context-and one which has been exercising the public mind 
-relates to the special safeguards which have been provided 
under the constitution to British business and trading enterprises 
operating in this country. Thus, ·British companies cannot be 
subjected to any discrimination and handicap in this country. 
They can establish in India any industry or business they may 
want to. A company incorporated in Great Britain is considered 
to hav:e complied with the provision of any federal or provincial 
law under the Constitution Act. Further, any grant of bounty 
or subsidy that may be o:llered for the encouragement of Indian 
trade or industry will automatically. be payable to British com
panies operating in this country. Again, full protection has 
been given to British shipping interests which cannot be subject. 
ed to any discriminatory treatment in the interests of Indian 
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nationals. These conditions, it will be readily realised, will have 
very unfavourable repercussions on a plan conceived to promote 
national aspirations and interests. I may mention that this 
matter was recently brought up, apart from the larger political 
problem, before the Assembly. The motion before the Assembly 
initiated by Mr. Manu Subedar called for the deletion of the 
relevant clauses from the Government of India Act, 1935; and 
Sir Ardeshir Dalal, speaking for the Government, expressed 
sympathy with the object of the motion and declared that Gov
ernment were taking up this question with the Secretary of 
State. 

An equally important problem requiring solution for bold 
execution of the plan is the relation between the Central and 
Provincial Governments .. A scheme of planned development 
postulates large powers of initiative and control in economic 
matters in the hands of the Central Government. In the actual 
formulation and execution of the Plan, Provinces and States 
have no doubt a part to play. But their role must conform to 
the pattern set by the Central Government after consideration 
of all relevant factors. If, on the contrary, Provinces and States 
were to enjoy the fullest autonomy and be free to plan or not 
plan according to their wishes or pursue any economic policy 
they may like, the result would be haphazard development, in
ternecine rivalries and working at cross purposes, resulting in 
waste of effort and money. No national plan could be carried 
through with a measure of success under such conditions. It 
is essential, therefore, that the Central Government should be 
vested with ultimate powers of directions, initiation and control. 

It should, however, be underlined that even when India 
will have a national Government of her own, it will be necessary 
for this government to be fully efficient and imbued with a mis
sionary spirit and zeal for the purpose· of executing a plan of 
such vast magnitude. This government must be sustained by 
the highest idealism and appreciate that a sacred task has been 
entrusted to it, to which it must address itself with the sole 
determination of subserving national, not communal or sectional 
interests. 

The next difficulty is in respect of technical personnel, which 
has an Important bearing on the successful execution of a 
national plan. In India our resources in man-power are large, but 
the problems that confront us are firstly, the quality of our 
labour force which I have already dealt with, and secondly, an 
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inadequate supply of technicians. As a matter of fact, it has 
been suggested that not finance, but the problem of . techuical 
personnel, may constitute the real bottleneck in the execution 
of a plan for the economic development of this com1try. We 
would require an army of intelligent workers and administrators 
and technically qualified personnel for the implementation of our 
plan. Apart from ordinary as well as higher grade skilled labour 
used directly in industrial field, there would be need for trained 
staff i;n other fields as well. To caqy out .an ambitious house
building programme, for example, we would require a large army 
of architects, engineers and town and country planners whose 
supply is limited. It is obvious that under present conditions, 
it will be impossible to create this army of technicians as quickly 
as we Wo!Jld like to. It may, therefore, be necessary for us to 
import foreign experts in the beginning of the plan. Efforts 
of the Government of India to increase our technical cadre and 
to send abroad yom1gmen for higher training in technology, as 
also the setting up of a committee for evolving a scheme for the 
establishment of a high grade school of technology in India, are 
all moves in the right direction. But when our deficiency in 
every walk of life is remembered, it becomes evident that very 
much more requires to be done if we want successfully to lam1ch 
a plan of the magnitude we desire. 

'In this connection I would like to point out that a re-organi
sation of our existing civil service, in order to make it more suit
able to the task of planning, is called for. To-day our adminis
trative machinery serves but a limited purpose. Histor\caliy, it 
grew up out of the ruling power's need to collect revenue and 
maintain law and order. Even now these are the main duties 
with which the civil service is entrusted. As experience ·has 
shown again and again, particularly during this war, the present 
civil ~ervice is thoroughly unsuitable in times of economic crisis 
and emergency. It will be necessary, therefore, to re-organise 
this service and bring into birth a kind of Economic Civil Service, 
informed by a higher social purpose and competent to deal with 
questions of development with understanding, energy and 
enthusiasm. While making efforts in this direction, attention 
should be given to a new branch of education which is rapidly 
developing in other countries. This is education in planning 
itself. ~n the U.S.A. education in planning is a separate subject 
of study with separate curriculum,. teaching and examination. 
Similar attempts should be made in our com1try and a basic 
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planning course devised as a compulsory paper in specialist 
courses like those of engineers, economists, politicians, architects, 
town planners and so forth. A more elaborate type of educa
tion will be necessary for the planners themselves-men who will 
be thoroughly versed in all the intricacies of planning and will 
be able to envision the broad aims of a planning programme. 

Another difficulty with regard to planning, but of a different 
category, is the absence of adequate statistical information. 
The formulation and the executing of a plan will require more 
detailed data in respect of various matters. For instance, one 
of the serious difficulties in planning for industrial expansion has 
been the absence of relevant statistics. Though the census 
operations are outside the scope of an industrial programme, 
their results are nevertheless the basic raw material of any plan. 
There is hardly any special advantage in counting every head 
at a certain fixed date every ten years or so. The census should 
be a continuous process under a Census Department, staffed by 
specialists. A complete enumeration is not necessary. The 
results of random sampling, correctly carried out, are quite reli
able. A well organised scientific Department would be in a posi
tion to keep a continuous record of the nation's development 
and would produce most valuable data on standards of living of 
various classes and regions, employment and production and so 
on. The whole economy at· present is lacking in a dependable 
basis of statistical data, so that whenever we want to do any
thing in any field we have to proceed in a· vague way without 
being armed with the necessary knowledge of facts. It is 
urgent, therefore, that provisions should be made for gathering· 
statistical materials by elaborate and permanent survey work 
covering all fields of the economy-whether geology, dietary 
standards, census of production or any other thing. This will 
enable us to know our deficiencies and requirements in each of 
these fields, by remembering which we would be able to draw 
up and execute the plans efficiently. In order that \he statis
tical materials may be dependable the latest and most scientific 
method should be applied in their compilation, This point bas 
to be emphasised because many of the statistics collected in our 
country are not quite reliable. 

S()Cial factors, although their bearing on a plan is often over
looked, are nevertheless of a far-reaching importance. Although 
they may be considered non-economic in theil' character, yet 
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their influence upon economic activities is often profound. Our 
social customs, conventions and superstitions may qonstitute a 
serious impediment to economic progress. They may exert a 
very unfavourable influence upon such problems as mobility of 
labour and occupational planning. Our social structure still 
continues to be medireval in certain respects and would resist 
any large changes that are implicit in a national economic plan. 
A social revolution, therefore, is necessary in order to make the 
psychological and mental atmosphere favourable to planning. 
This is to be brought about largely by educating our masses and 
thereby bringing to them light and reason where darkness and 
superstition now very often prevail; Finally, it must be empha~ 
sised that since pl~nning embraces the whole nation, a very 
large measure of agreement on the policy to be pursued for ac~ 
celerating India's economic well~being should obtain among the 
people of the country. To-day various sections and classes in 
society, like labour, capital, religious communities, etc.,, think 
only in terms of their own particular interests, irrespe~tive of 
consequences on the whole country. National Planning, how
ever,. postulates that the national interest should be placed in the 
forefront and to which all sectional 01; partisan interests must 
be subordinated because the incidence of economic · well-being 
under the plan is far-reaching and it benefits the nation as a 
whole. The mutual suspicions and recriminations that often 
embitter the relations between communities and classes in the 
Indian body politic to-day do not provide an atmosphere which 
is conducive to planning. But there are no administrative 

. measures which by themselves can remove these suspicions and 
bring about. a more healthy atmosphere. That is and must 
remain the responsibility of all those whose position in society, 
whatever social circle they may belong to, gives them some tinge 
of social leadership. Politics in this countrx has till now been a 
matter of a hopelessly unequal fight between" the British Govern~ 
ment and the Indian Nationalists at one end, and, at the other, 
a set of cliquish scramble for the miserably low share of the 
loaves and fishes of office, which the Government were prepared 
to set apart for Indians. The outlook of the average politician 
outside the circle of genuine nationalists is narrowed by these 
severely limited opportunities of development. Planning which 
is certain to offer great, almost unlimited, scope for such oppor~ 
tunities should help to widen that outlook. If it is not recog
nised that a comprehensive plan will help to create a new India 
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in which there will be room for all, then the old suspicion will 
continue to make all progress impossible. The time has come 
when all parties and classes should recognise that it is no longer 
a question of give and take on a small scale, but on the other 
hand it is now possible to create a plentitude of material wealth 
in which the old sectional quarrels would be patently absurd. 
The impact of planning on politics must be such as to lift 
politics to the high plane of national good. Let us hope that the 
parties and classes will he responsive to the new call. 
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CONCLUSION 

Now I have come to the end of this series of lectures. I 
confess it has not been easy for me to determine the form and 
content of these lectures. · Economic development is ·a wide 
enough subject, And to qualify. it by the term 'planned' is to 
include within its scope a wide range of theoretical and prac-

. tical issues. I have carefully eschewed, primarily and of neces
sity; all questions which are either too theoretical or too prac
tical. I was concerned to show in the first place that the. 
modern love of planned economy is really the re-assertion of the 
commonsense of mankind and the insistence that practical 
tasks should be tackled in a sev.erely practical spirit and that 
the prejudices, and pre-occupations which are born of economic 
theory· or social ideology should be scrupulously dropped. On 
this b~sis, we in India have to tackle the problem of raising 
the standard of living in a country in which Sir · William 
Beveridge's five giants are even more gigantic than the graphic 
imagination could conjure. We have to attack, wear down and 
finally put an end to these five giants. In these lectures I have 
dealt mainly with the initial campaign of this warfare. I have 

· been . concerned more to show how these giants can be made. 
less formidable than they seem and in a way overpowered. I 
have not dealt with the ways of their final extinction·. I believe 
that a sound start calls for more careful preparation and more 
imaginative planning than the subsequent advance. Our agri
culture-every factor in which is primitive and old, has to be 

, rejuvenated, made fit to bear the burden of the immense super
structure that we propose to build on it. LikeWise, our in
dustry which is now more or less a sickly plant leading a pre
carious life on uncongenial soil and climate, has to be accli
matized. Our financial system, which has gone on in lofty in
difference to the vital needs of the country has to be shaped to 
our requirements. In all these spheres, happily, the recent past 
has not been without more than one favourable development. 
It is idle to speculate on whether, 'without the war and the 
changes it has wrought, the tasks of economic planning would 
have· been lighter or heavier. But it were well to retain the 



121 

faith that a sovereign Demiurgus had designed the war as a 
lever of Wlparalleled power to lift this country out of its age-old 
inertia. History has brought us face to face with our tasks in a 
manner unknown to other countries. We are yet innocent of the 
bloody revolutions which in some countries have been the chief 
instrument of progress of any kind. But we are guilty, in an 
even more unique manner, of dissensions which are utterly 
without meaning or purpose. It is our experience that these 
dissensions grow, rather than diminish, when dealt .with on the 
political plane. 

I have endeavoured to show the roain lines which planning 
in India may take, if all classes of people and all sections of 
people will focus their eyes on the tasks ahead, instead of letting 
their minds hark back to ·old feuds and dead controversies. Let 
us recognise that to the all-absorbing question as to what the 
State shall do and what it should not, there is no simple answer. 
But man is the measure of all. And if we only hold fast to the 
yardstick of individual happiness and remember, too, that 
every man is an individual human personality regardless of the 
class or creed he may belong to, we shall retain a sense of values, 
a sense of proportion, a capacity to work and a will to achieve, 
on which, after all, genuine human progress really depends. 
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