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ECONOMIC NATIONALISV!

I AM obliged to the University Extens:on Board for mvxtlng
me to address you this evening on a subject which is of
engrossing interest at the present time; and I am glad

that you have secured for your president a quiet, unobtrusive,

but a leading Economist on this side of India. This is not the
first time that Rev. Father Carty has done ' me the honour of
taking the Chair when I was called upon to address gather-
ings of young men in tbis town ; and though we have differ-
ed in our views on subjects in which both of ns'are deeply in«

terested, we have done so with mutual respect and regard.. .

do not know how far he is going to differ from me on the few

points on which I propose to lay some stress to-day, but I am
perfectly sure that those problems  will be approached by

Father Carty from the point of view of a close and intimate.

student of Economics, while to me the study of the science is

only a matter of pastime, of spare hour recreation. Not that

I am ashamed because Economists as a class have been a fit

subject of ridicule from both the learned and the lay ever since

Adam Smith collated the views of his class and brought forth

his ** Wealth of Nations. ”* Two of the masters of literature

in the nineteenth century, Ruskin and Carlyle, set the fashion,
vhich has been taken up by the lesser and the imitative fry,
in thoughtless criticism of their attitude towards life and its
social obligations ; but this is not the place nor the occasion
to defend them. I do not know if any one is more conscious
and more keenly sensible of the imperfections of economic
conclusions than those who have paid attention to them ; nor
more perfectly aware of the fact that it is not'the function of -
the Economist to expound a truth, but indicate certain methods
of approach to truth. It is the confusion that the Economist
is an oracle, whose business is to reveal the laws of making
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nations rich, an alchemist who will turn into burnishing gold
every base metal he touches, that accounts for the century and
a hal{’s universal diagribe ugainst him.

- One of the most thoughtful Economists of the last cen-
tury was Allced Marshall. This is what he said abuut his
own contribution to the subject. “** The more I studied econo-
mic science, ™ hé wrote, ** the smaller appeared the knowledge
which'l had of ft, in proportion to the knowledge that 1 need-
ed ; end now, at the end ol nearly half a century of almost
exclusive study of it, I am conscious of more ignorance of it
than 1 was at the beginning of the study.” -This was not
niere mock ‘modesty; and Prolessor Keynes tells us that when
he presented a copy of his book to a pupil inscribed #* To= -,
in the hope ‘th it in due course he will render the treatise obso-
lete,*’ it was only evidence of an insistence on his belief that
economics was a growing science, that as yet nothing was to
be considered final. In his inaugural address at Cambridge,
ciiticisinz the narrowness of the work of English Economists,
be-#aid, ”* Ricirdo and his chief followers did not make clear
to others, it was not even quite clear to themselves, that what
they were building up was not universal truth, but machinery
of-universal application in the discovery of a certain class.of
truths. While attributing high and transcendant universality
to the central scheme of economic reasoning, I do not assign
eny universality to economic dogmas. It is not a body of con-
crete truth, but an engine for the discovery of concrete truth.”

- Yes, that is the vocation of the Economist, You have
got to read economic text-books and treatises on special bran-
ches of the science, not for the dogmas they lay down, but for
the economic reasoning by which under certain conditions cer-
tain results are arrived at. There can be no finality in econo-
mic eonclusions for the very simple reason that a science which
‘treats about social welfare has necessarily to premise upon that
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elusive, intangible, vague and ever-changing thirg, the mihd-of .
man. You cannot postiilate about - the mind of eve 4- single
individual for any length of time; mich less caii you dd so .ot
classes or congloinerations of meti. The ecohomic maw:iid 4n
i¢land hom= is an excellent théme for the béginner to start hig
discoursés with, but i nctual life you do not desl eithey
with an economic man of with him isolated in an island homes
At Dbest man i§ a bundle of passions ehd prejudides whith
sometimés run counter éven to the ndral-: concéeptions: of
society and he is swayed by them for “¢onsiderable periods - vt
time sufficient to oversride and counteract the laws “whiéh
would govern the conduct of the economis mans i He {s alsod
mémber of a socizl ofganism, and society as su¢h thay hlso : be
swayed by similiar passions and prejudices leading to similad
results, Thé Economist starts With the Assumption that wian
is guided in his relations with his fellowmen by enlighteried
self-interest; and has worked out cettain laws of ‘production;
distribution and consumption of goéds on that basis.. - Bit
those laws will be of 1o avail if, instead of self-interest)} Selfs
sacrifice becomes the ruling gaide.  Individual instances
of self-sacrifice may in the aggregate result in social phénomena
divergent from what may be predicated of individual :selfd
interest as thé operating force; but when there is class or
national self-sacrifice, we shall hive to close up our text books
for guidance. The great phenomenon ‘of modérn economic iife
is that nations have given up enlightened self-interest as their
motive power, and have rigidly fakgn' to national  self-racrifice
on a‘'determined scale, of course with the ultimate objeet ‘of
securing national self-sufficiency. ‘We are therefore confronted
with problems to-ddy which the orthodox 'Economxst"(:an find
no solution for. ' REREIN ; Lot

If the nineteenth ‘century ‘witnessed the awakening of the
national - séntiment in Europe, the formation’ of ‘nationalitied
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based upon certain ties of language, religion, association and
ethnic sympathies,  the twentieth century has bred a spirit of
nationalism in the field of their economic activities. The sacri.
fices:that were mrde by the peoples who grouped themselves
into . distioct . nationalities are naow matters of history; but
whether the sacrifices they are prepared to make for their
economic salvation can fall short of them, and may not grow
iato mightier proportions, the future alone can show. But
there is no doubt that «verywhere there is an attempt to
strengthen and : consolidate political independence into econo-
mic independencce The Economist will tell you that it is not
by independence but by interdependence that the maximum
of social ndvantage can be secured. In fact that is the basis
for »ll conmerce; whether internal or international. National
barter is necessitated and justified by the very grounds that en-
churage individual barter. Nature has been rather quixotic in
her distribution of gifts as much to countries as to peoples.
Just as men are endowed variously and in diversa proportions
in al} those qualities that muke for enterprise and the creation
of wcalth, even 8 [countries are variously gifted ; some are
rich - in their resources of . mineral wealth, othcrs in the fertis
lity of their soil- No.country can be truly said to b: econa-
mically, self-contained except perhaps the United States
of America; and even 3f /it is, there may be neigh-
bours more happily situated in respect of some commodities
which it may be of advantage to secure in exchange for what
they miy be lacking in. The free exchange of commodities as
bstwecn nations seems so mutually beneficial that it is certain-
ly surprisiog there should be impedimnents put in the way in a
manner which would seem to suggest that international trade
is not a blessing but a curse.

. ; And yet, the instinct of stitesmen and businessmen alike
has managed to render what is undoubtedly an instrument of
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human benefit into one of peculiar disadvantage. You know
the story of the greedy man who killed the goose that laxd
golden epggs. I have said that the rationale for mtematxonal
barter of goods is - that the exporting country has ,_famlltxes,,tq .y
produce goods with a cheaper expenditure of labour and capis;.-
tal than the importing countries, for there is na couatry sor
completely bereft of resources to satisfy human wants that.it .
must ever be at the mercy of the foreigner. . In plain language,.
it is a question of the cost of production. But the rapacity .of .
European nations has utilized international trade as ;a means ,
for their own aggrandisement and for the exploitation of the.
less organised peaples.in two continents.. The. European,
Powers vied with one another. in their race. for the peaceful
penetration of the Asiatic and - African regions and wherever
they got a foothold, they converted those regions into happy :
dumping grounds for their manufactured wares. Those Asia-!
tic and African tracts which did not fall by conquest.into the.
territorial domin-tion of the European Powers. were divided..
into so many spheres of influence by tacit agréement among
them. The unfortynate peoples, who could not . resist the ins:
roads of aggressors and fell a prey to their wiles or their pro-.
wess, were forcibly reduced into.so many breeders of raw pro-; .
duce tote finished into- goods and re-exported- to them. . It;
was this keen competition for markets that precipitated :the:
war of two decades.ago, which.has robbed one country of alli
her Colonial possessions, that is, its chief dumping . grounds.
the rest of the belligerents of their peace, their wealth and their;
trade; and left behind it'a:keen and acute struggle for economic.
self-preservation. This struggle which .is as yet in its .initial;
stage bids fair to leave results far more devastatmg than the
war which was its parent. . N Y TR a e ey
I have heard it said that the present reaction towards;
economic nationalism is only the result’ of half-hearted indul«

7



ECONOMIC NATIONALISM -

ge‘bcein‘economnc ‘intérnationlism ; and savants like Rabindra-
nath’ Tagoce’ dcprecate placing too strong an emphasis on !
nitioddlish and urge people to work for internationalism. Rut
e€ondmi¢ inteenationalism between & strong Power and a weak -
Power is only like the assimilation of a° wolf and the lamb:
Thete is an old Sanskrit adsge which says that alike in marri.
age'and i’ war the best results are seen when the parties pre ..
well:balinced. | If nations have economic gifts in equal propor- -
tiond their contact: can be of (qual advantage to both. . Baut it
must be &n unequal struggle between a dominant and a servi- .
ant Power ° ‘What can be moie revolling to sound economic i
ptiniciples than that we in Indiz should go about canvassingi
for customers lor our totton or earnestly supplicate Lancashire.
or Japan to take off definite quntities while wao are importing .
textiles in ever increasing quantities every year? Interna.-
tionalism in commarce is only another name for' free trade. 1.
wonder if internationalists like Rabindranath Tagore coasider
alsituation Jike the Mody.Clare-Lees negotiation a noimal ar
even a justifiable feature of economic internationalism. If any
countiy is not only fit to supply local demand, bat also export.
a-decent .quantity in textiles outside its borders, it is India;,
but.the internationalism of the last century has made the
pusition topsy-turvys We export raw cotton to Lancashire,
and:to Japao and import finished goods piying freight to and -
fso0, ‘not because of the imp of cast of production, but because.
we are:a subject people, and other people do for us the econo-:
mic thiaking and planning. I have mentioned cotton oply as.
an illustration : trany thmgs may be ,mentlaned as falling with..
id the same:category. - Lo : TR L
: 4 .do not know if ever the pnnc:ple o( ecmomnc mtema-A
txonahsm was practised with genuine enthusiasm at. all. .
refinember reading:some years'ago a book called ** A Projert of
Empire " by Professor Nicholson and in that book:the Jearned,
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Professor was at pdins to show that'Adam Smith was not 4
universal man, if I may use the; expression, but- a - dlstmct
nationalist. - Professor' Nicholson felt the need to apolog|s= for
what appear to be laws of universal applcation enunciated int
the * Wealth of Nations,”” Adam . Smith’s attack on' the
mercaatalist theory and his plea’ for the free international bar-
ter of goods were certainly conceived in the best economic
interests of nations, - bit : has he -not at  the. same
time also said that defense is .of greater _importance -than
opulence ? ° En passant may I cbserve .that- to-day;
after a century of free trade by Great Britain and. of fair trade
by other countries, the self-same theory is raising its .head
though in diffzrent shapes? Not long ago, -and : while the:
Great War was still in active progress and immediately: after,:
Neutrasl Powers put an embargo upon the import of gold, the:
chief monetary standard of Europe; and Professor .Gustav,
Cassel says that * this- gold-exclusion policy -is one’ of - the:
most remarkable phenomena . in the histo:iy-of money. -after;
1914 But it was cot long before the pendulum swung on:
the other side. - The scramblé’ for gold has now- become 'so'
umversal that France and’ the United States of Amerlca, whcv'
have stored up as between themselves more than snxty per cent
of the world’s production of the yellow metql are now Iooked
with jealous and suspicious eyes by - the ‘other Powers who
have been forced to declare themselves off the gold s;andard
Every country wants to store up as much of gold as possnble,
and would prefer to be paid in the yellow metal mstead of by
gchs for its exports. The United States, not satisfied ‘with;
the stores already accumulated, would purchase. all the gold.
available at a price fixed day to day by the Treasury +Japan:
is another Power which is following in the wake of America,:
It is not that statesmen and financiers have forgotten their’

-
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Adam Smith, but that the changing conditions of the world
economy—so they conceive it—have left them na other go.
Indeed, what has been practised till recently under the
thin Veneer of internationalism was only a mild form of scono.
mic nationalism, and it required a world-war to make it obstre-
perous. The abolition of the Corn Laws by Sir Robert Peel
and the succ:s; of the Cobdonite school of frea trade was ns
much a national necessity as perhaps Ottawa or the Neo-
Imperialist protection to which Great Britain has reverted.
It is the same sentiment that has spread under different names
over every part of Europe and America. The Bolshevism of
Russia, the Fascism of Italy, or the Hitlerism of Germany is
conceived in the same spirit {a which President Roosevelt ref-
used to be drawn in by the wizards of Europe to settle the
problems of the world at the Economic Conference on their
lines. The President would solve them in his own way and
it was best for each nition to go and do likewise. The
methods that may appeal to each nation may be different or
may even be diametrically opposed to one another; #nd it ia
notorious that the methods of subtle British Imperialism, of
destructive Hitlerism, of constructive Fascism, of planned
Bolshevism and determined Rooseveltism differ as widely
from one another as possible. I do not propose to!assess
their economic value, and .I mus! ask leave to reserve it
for some other occasion; but it is enough to note the common
purpose of them all, which is to secure maximum sccial advan.
fage through their own efforts. if possible, unimplemented by
the co-operation of others. And, if in working out their econo-
mic destiny, they crossed the path of others and caused them
economic loss, that is as little their concern.  President
Roosevelt cnly thought a little loudly what others were think-
igg in the closet of their studies. hut practising every day of
their lives.. The Bolshevist' method of cutting down export

10
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prices below the cost of production in exchange fof goods the -
Soviet cannot internally raise, has ds much to support it.on
economic grounds as compelitive énhancément of | ptotective
duties. ‘ N
I have said that the incqualify of the gifts of datdre has
in it the toots for the growth of économic nationalistn; as it i3
the justificrtion for intétnational bart.r; but this “inequality
has beeh further accentuated as an aftermdth of the war,
People who precipitated the war and mistook every  battle-cry
as a swa: -song have gone into sack-clothes £nd ashes mow
that the bill has come to be paid. Thé cofossal debf that has
béen accumulated éannot be pald by debtor nifions without
an amount of sacrifice which is a sérious” rienacé to the  fair
distribution’ of wealth among those who toil for it. Uncle
Sam is unwilling to wipe off the debt and insists upon the
payment of his dues, The Reparations from Germany out of
which the debtor nations were meeting their obligations were
themselves met by borrowiag from Ametica ; and wheh Arne-
rican lending céased, Germany defaulted and the rest have
followed suit. Creditof nations are unwilling to 'be paid in
kind, but insist upon payment in gsld, We have therefore
the spectacle of creditor nations accumulating gold and debtor
nations unable to find it. . Internitional indebtedness is'not to
be dischdrged by commodities, by exports of surplus produce,
even if the debtor nitions -cin stint for it . Europe is pursuing
i policy wh3se ratioriale one fails td comprehend. Every
country is anxious to stimulate its exports. but is unwilling to
receive payment in kind, Heavy import duties dnd bounties
for export are the order of the day. Import duties aré sought
to bé circumvented by debauching the currency. - Lenin said
that if you want to break the capitalistic sydtem you must
debauch the currency, and the west has taken the hint rather
seriously. There is now a race in currency depreciation tq

11
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défeat tariffs which are increased as currencies are depréciated.
This is economic nationalism with a vengeance |

Bebold with what little wisdom is the world goverred
exclaimed the famous Oxensteirn; and it is deeply to be reg-
retted that the combined wisdom of Europe and America could
not rise superior to this uncanny attempt on the part of nations
to ciccumvent onz another's endeavour towards commercial
rehabilitation. . It would be more to the purpose to let each
nation develop its own resources to the fullest possible extent
in 2 manner agreeable to their economic aptitude. The strug.
gle for economic independence is sure to assume mass propor-
tions by reason of the growing replacement of man-power by
increasing and effective process of mechanisation. Industrial
countries have labour thrown out of employment every time
science bas iavented cheaper methods of production and impro-
ved kinds of machinery. Rationalisation of industries has
resulted in increased output with diminished labour; and
unless labour so thrown out of employment finds work else-
where, the problem of unemployment is sure to become more
pressing and difficult of solution. Each country will therefore
have to adjust means for the utilisation cf excess labour power
on lines peculiar to itself. 1t has got to conform to a certain
standard of living among the peoples, or else there will be
acute suffering. Great Britiin spends every year fifty million
sterling in doles to the unemployed, and that is seventy-five
per cent of the imperial revenues of British India! Surely
there is no correspondencs between the economic life cf the
Biritisher and of the.Indian. \With fifty millions we can well
feed in India a minimum of ten miliions or ten times the num-
ber of the British unemployed. The wage-ccales, translated into
purchasing power and taking various representative trades, is
claimed in America Ly a writer to run from double to quadriple
the wages paid in the United Kingdom, wbich is the next

12
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highest ‘wage-paying country.” The difference in the econoy
mic life of the people is yet another - contributory, cause for
fostering the natiopal sentiment in economic act:vmes © . .a

It follows that when nations begin to treat themselves as
dlstmct entities independent of each othzr’s ecoaomic,, lt e, and
seck to achieve the best social organisation sultable for rthell'"
condition, there must be a fall in the volume of lntematlon’st&
exchange of goods. The weaker and the more effiminate-
nations cannot serve as a dxstmct caste of prostltutes for the
indulgence of the stronger nations. There can be exchanges
only in those commodities which it would be deﬁnltely wa:te-
ful to produce in the importing. country, and for whleh 1t
would pay by its surplus proluc . International barter may
really become a barter between nations and not between aggre-
gates of individuals among the nations; We are not altogether
without experience of such phenomenon. In our own country
we controlled the export of wheat by government rnachmefy.)
Such control has been exercised by various countries durlng
the war. The creation of import and evport boards is- only 3
preliminary, a necessary prellmmary, to.a nation taklng over
the economic direction of the people. . The boards w1}l necess;
arily act on the advice of an economic bureau whxch wﬂl have
a constant aim at developing as much of mternal. and as llttle
of external, trade as possible. For, internal trade is cheaper.
by the cost of freight, insurance and commission. The - €ConQy,
mic life of the nitioa as a whole will be the concern of the
burcau and not of the individuals. The profit of mternatlonal
trade may be diverted from individual dealers to the State as
representing the people. It is lndeed a difficult questlon whe-
ther-such a system of State control and management of 1nt=r-
national trade is possible under a capxtalxsztxc system or
whether some form of socialism is needed to make it a success.
But when ardent supporters of the capitalist sysfem are ln

13
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favout of ® planned money ** and *' managed curtency, ** thete
is no reason why the State regulaticn of international trade
cannot affotd equally satisfacfory results. At all events ¢cono-
mic nationalism must lead to some sort of somllsm it it is to
be productive of the besé results.

' 1 have envisaged the possible abtidgment of lnternational
tiade by the substitution of internal teade in place thereol
under the influence of the Aational sentiment in the economic
ficld- And this is bound to have a wholesome effect on the
¢xchanges. The problerd of foreign ~exchanges, always intri.
cate and perplexing. has now assumed an aspect baffling to
students of international finance. \When Europs had a metallic
standard it was possible and casy to adjust the balance of
{rade by the movement of the plecidas metals. ollowing the
blind example of Great Britain the Continental Pawers ons 4nd
all adopted gold ag their monetary standard; and since then the
éxchanges were ¢orrected by the' periodical movement of gold.
But the war has rendered gold a “*barbaroud relie” and in-
éonvertible paper has taken its place. The attempts made by
certain  coudtries to revert to the gold standard aftera time
failed and it is now sarmised that President Roorevelt's gold
policy has for its motive the forcing of the remnant of the gold
blec countries off gold. The chinces of precious metals ever
becomiing the'monstiry stinditd of any country are beceming
daily more and more remote. Thought is veering round a
mahaged paper curreacy inconvertible Intern:lly but valued at
& percentage of the old ratio in gold ; and if Mr. Keynes's
scheme is to receive support, the future international money
will’ be gold' notés to be issued to each country for interest~
béaring bonds. But so far Mr. Keynes has not had much
support, and one by onz nations are going off the gold stan-
dard and adopting inconvertible paper money of their own.
President Roosevelt is expesimenting with the dollir and seek-
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ing to raise prices by depreciating its external value, withouf
at the same time taking any ri:k in inflation. Whethegr by merely
operating upon the exchanges internal prices ean- be increased
is a point upon which experience has not pronounced a defis
nite opinion and “The Economist’ in a recent isspe told: ug
that internal prices in the United Kingdom have not grqved
sensitive to the external value of the sterthng., . . . 5 e
It is not possible for me to-day to discuss the comparatme
merits of a metallic currency and.a paper currency inanagéd by
some authority. If the function of money is to keep values
constant, as I think it is, gold has proved itself incapablé of
doing it. With a gold standard values have changed’ to an
extent which has baffled all efforts to arrest the variatibn; .5
managed paper currency-is believed to have virtues not posi
sessed by gold. For one thing we are told it will not cause
unemployment. Nine Oxford Economists h.ve rccently dis-
cussed the question in a book:planned by Mr. G D. H. Cole
wherein emphasis is made on the great alvantage of- free e:“
changes. “If a country were on the gold standard or-on
some similar international standard effectively pegging the ex<
changes within narrow limits,” says Mr. Cole, *“its internal
policy in the issue of the credit would clearly have to conform
to the requirements of this international standard. It would
be in a position to manipulate the® supply of credit only to the
extent to which it could do this without upsetting the exchan-
ges. This is the ultimate condition which applies to any coans
try which adopts a metallic standard for its currency and
allows free conversion of its currency and metak.'"* “If, on the
other hand, countries are off gold and their exchanges are left
free to fluctuate in accordance with the policies pursued by
their own and other central banks this llmxtatlon disappears.’
The freedom of the Central Bank to expand or "contract credrf
is then conditioned not by the effects of credit policy on move-
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mentd of gold, - but by the considerations of the internal price
level and its relation to the price-levels prevailing in other
countrieg, and also cf the effects of relative currency fluctua.
tions on internitiopal debts of every sort and kind.” * My
own view,.” he said, ** is that it will be best for each country
i<pr perhaps in some cises group of countries—to manage its
own currency without rlition to a common standard, and to
sllow its rates of exchange to fluctuats in order to adjust its

supply of money to its own needs.’* Cambridge has spoken
equally clearly and in his essiy on “*Remedies for Fluctuations

of General Prices,” Alfred Marshall said, ' Every plan for
gegulating the supply of currency, so that its value shall be
constant, must, I think, be national snd not international. "
Both; Oxford and Cambridge thercfore ngree in that money.
should be national il constancy in values is to be its aim.

. The consensus of opinion from both Oxford and Cam.
bridge Economists, from men like Alfred Marshall and G. D..
H..Cole, whose views on other questions are l.ke poles asun«
der, that money at all events should be national, is a valuable
cancession to the view-point of those who are working out a
palicy of national economics. - The international monetary,
standard has not only failled to keep the relative values of
things constant, but has brought in its wake periodic depres-
sions as regular in their appearance as the sun-spots. Tae
unprecedented depression of the last three years has provoked
a closer examination into thz virtues of nitional currencies as
opposed to international money. The devaluation of respec-.
tive currencies by the European Powers and their attempt to
f:;x ‘theii value in some relation to gold is not merely an indi-
cation of the economic consequences of the war, but evidence
of the perennial need to nationalise their currencies. President,
Roosevelt has resolved that the dollar shall maiatain a cons-
tp_n'tvva_.lug, afterhprices have been raised to the desired  level,.

16



ECONOMIC NATIONALISM!

over long periods and that the * debtor and the. creditor,:iths!
buyer and-the seller, shall have their obligations &nd ‘rights}
unaltered by the passage of time. The President :is’ certainly:
right in his view that the external value of the-dollar.is not .aj
matter of any great consequence ; and what matters is internal,
value, - Two thousind financiers, statesmen and economists]
that gathered in London were aghast when the Presidentithrew:
this bomb-shell, that the internal value of: every country'so
currency was of more importince than the..valug at '-y\ih,ich:r‘:i't)
stood in respect of foreign currencies ; but the President: stiicks
to his guns with a courage which we can'only expect from bne:
who comes from the home of.the Niagara Falls: .. If the Presie
dent is trying to enhance the do]lar value of goods: and- stabilise,
it at a particular level, the British Empire is trying to - da: the:
same with the sterling. 'With “the help 'of .the’ Exchaunge:
Equalisation Fund, Great Britain is trying to keep the valye pfl
sterling constant. Whether she will devalue: the - sterlmg at
the present level, we have no means of ‘knowing, ndo are:the;
currency authorities in England sure of their ‘own:mind §. but:
that British Imperialism is after forming a group. of .countries
~ which shall have sterling as their standard 'is increasingly: -
clear. The failure of the various attempts at rehabilitating!
gold can only end in the formation of national - (currenc1es .thh:" "
some sort of connection with gold. BEREEFE R ST
<. If economic nationalism can =ucceed in thls. it w:ll haveﬁ
been one of its best and singular achievements.. By adopting:
international money nations have been lying iin a sort: of .!Pro~
crustean ‘bed ;. and the release must be supremely welcome;ito:
them. I-venture respectfully to submit to you that the: present:
world impasse is the result of the folly of: interpational finan-
ciers and statesmen in vain and purposeless agtgrths At sticking',

.......

esqape from 1t is the measure of thelr mtelleptual fx;epdom from*
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the iron grip of old time prejudices. Their minds have retused
to work and are caught as fish in a stagnant pool. Their
obstinacy has produced baneful results in no country more
propitiously than in India whers an intransigient body of
experts have produced results too shockiag for belief, if they
but be {alse. An excellent national currency in the form of
siJver rupees, to which the people were accustomed by reascn
of its phenomenal steadiness in value, was forced off our
country by the pertinacity of a number of alien interests and
the Finance Department has been struggling to link it to paper
sterling causing untold miseries to the people. I am not
enamoured of a particular price level and if a forced shiinkage
of the currency by more than filty per cent is accompanicd by
a corresponding fall in the cost of production, in wages, in
taxation and in debtor’s liabilities, no great haim would result.
But these are not likely to respond as quickly t» the deflated
value of the currency ; and especially long term debts. The
pressure of the agricultural indebtedness of the country esti-
mated at nine hundred crores is double 1 by the simple process
of deflation and when you enhance taxes and rents, you are
simply driving the agriculturists to starvation. The acme of
heartlessness is reached when you levy heavy import duties.
to make the cost of living dear. Have you heard of the
plight of our evolutionary ancestor, the monkey, which was
drunk, bitten by a scorpion and, to crown its restless misery,
also became possessed of the devil 2 That is the situation of
the Indian agriculturists to-day and the peasants, the dumb
millions, are the special wards of the Government! What of
the general wards? Itis toodeep for tears. Iknow there
are some in Bengal who seem to revel in the cheapness of
commodities at present. To them I would refer the answer
of Dr. Johnson who while visiting the island of Skye was told
that eggs were so cheap that twenty can be had for a penny.
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The Doctor replied, * Sir, I do not gather from this that.eggs .
are plenty in your miserable island, but that . pence are few.!

If I am charged with being a partisan, I confess, I must
plead guilty to the charge; but I have consistently advocated.
a national currency in the form of the honest rupee for over
a quarter of a century, and I am. only fortified in the general
soundness of my views by the experience of the recent. times.
No greater cataclysm fell on civilised mankind since the pre-.
historic floods than the last Great War, and which do.you,
think stood the strain so nobly and heroically, the: mighty.
Leviathan of gold or the small river craft.of silver 2. The re-
lative stability of internal prices in India inspite of -a fluctua-
ting exchange—it -deviated from 16d. to 32d. the .rupee—
was so unique that in ** A tract on Monetary Reform*’ Pro-
fessor Keynes was forced to admit that. * if the Government
of India had been successful in stabilising the rupee-sterling
exchange;. they would necessarily -have subjected . India to:a-
disastrous price fluctuation comparable.to that in . England.
Thus the unthinking assumption in favour of the restoration
of a fixed exchange as the one thing to aim at, requires more
examination than it sometimes. receives.”” During the boom
of 1919-20, when world prices were soaring and the exchange
value of the rupee was allowed to rise by successive. stagess
the highest level reached by the Indian index number in 1920
exceeded by only 12 per cent the average figure for 1919
whereas for England the figure was 29 per cent. And when
world prices collapsed, the rupee exchange was allowed to
fall with them, agiin with the result that the lowest . point
touched by the Indian index number in 1921 was only 16 per
cent below the highest in 1920 whereas for England the figure
was 50 per cent: The variation in Indian prices, was 28 points
whereas in English prices it was 79 points: Comment upon
this is needless.
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And yet we find that those responsible for the financial
administration of Indid are suffering from the grim malady of
an * unthinking dssumption "—the expression Is that of Mr,
Keynés, pardon me—in favour of 4 fixed éxchange. To the
criticism that the chief object of stabilising the exchanges is
to strap down Ministers of Financée, as * the general level of
~economic and financial education amengst statesmen and
bankers is harcily such as to rendet innovations leasible or
safe,” and that after what we have experienced * prudent peo-
ple should desiderate a standard of value which is independent
of Financé Ministers dnd Staté Banks,” Mi, Keynes, who
certainly knows more about his codtémporaries than we in
India, expresses a mild dissent. But he may burely be expect.
ed to modifly his judgment when he feels that the * croakings **
of a Cambridge Cdssandra persist in falling only on deaf ears.
I believe that this fear and suspicion i3 just, reaonable end
fair, and founded upon fact ; and that international financiers
are no better than internatioh4l crocks who had best be avoid-
ed. No statesrman or financizr or banker can be trasted with
the management of national currencies. Experience dées not
warrant our belief in their capacity or faithfulness; o4 the
other hand it repels us from any such belief. It were there.
fore best to devise a scheme of automatic currency ; and happi-
ly for us in India we have not to travel far for that end. We
have only to open the mints tothe private coinage of silver
and we shall bave achieved out object in perhaps the main
field of econoric activitiés. Internal prices will be raised and
they will keep steady and the supply of currency will be ad.-
justed toour trade requirements. As silver is not used as a
standard of value in Europe and America, we secure all the
advantages of a free exchange and the value of our silver
hoards, estimatéd to be over a thousand crores, will further
have been doubled. To have freed silver from its slavery to
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sterling- must be the first and the most essential measure as |
well in ﬁnanctal llberahsm as in economic natmnallsm.

I can hardly deal yﬂth all the aspects of the silver gues-
tion in this lecture ; but, I thmk I have saxd enough to lm-
press upon you the v1tal need for a natlonal currency for
ensuring & constant money value. If this question is. splved
I imagine, we shall have taken agreat step forward in reachmg
a solution for our agrlcultural and ipdustrial depressxon That
has also got to be approached from the same natlonal stand-
point as opposed to the mtemauonal or even 1mper1al stand- |
point, The . vita) problem of the day is.to double the, price
level and halve the burden of debt and | taxatlon. A%hprya Sir
P. C. Ray, a great name held In veneratnon not oqu in Bengal
but all over India, asks. when it is the intent and Jpurpose of _
every country to reduce its lmports to absolute mlmmum, due.
as he says, to the growth of economLc natxonalls,m, how cau
we expect that there would be an mcreased demand for our
products sxmply by lowermg the price of the same in terms of
the currencies of our forelgn buyers 2 The query is Just but
the only mistake he makes JS in thlnkmg that the ob}ect of
currency reform is to stxmulate exports ,and not push up | the
pnce level. Even with the recogmtlon of the ueed for maim-
1mports for meetmg by tanffs the cost of the reforms; oqe faxls
to see whether a more equable dlstrlbutlon and Gonsumption
of goods internally will not offset the fall in our sea-borne
trade. He preaches the gospel of despair when he asks us lo
.wait tlll the normal condition of .the wo:ld should be restored
before we took any actxon Acharya Ray in his vererable old
age mlght have turned fatalist as did his forbears, but =urely
itisa counsel of perfectxon that he gives, that %.at the present
moment, we should concentrate our whole energy - for the deve-
_lopme_nt of industries in India which alone can remedy the
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present economic distress in our countey. * Industrial revival
of the kind contemplated by him with no capital to invest in
their manulacture, and with no spare funds with the consumer
to purchase them when manufactured, may be a miracle for
an alchemist to achieve, but not for a professor of Chemistry
to talk of.

The restoration of a natural national currency will have
solved to a great extent the problem of bounties, quotas,
tariffs, subsidies and various other devices which straitencd
financial circumstances hiave compelled States to impose. They
have been imposed in India mainly to meet budgetary Ccifficul.
ties and they have incidentally served the purpose of protect.
ing our industries. No industry which has received the be.
nefit of protective duties, here as elsewhere, is known to havs
been satisfied with the measure of protection so far given,
but the cry has been still for more.  Cotton wants protection,
steel wants protection, silk wants protection, sugar wants
protection, and who does not want it? I am not aware of any
industry which has expressed its gratefulness for the protec-
tion given by renouncing it after it has secured a footing by
the artificial prop. Where industries have established them-
selves capable of surviving competitive test, the basis for
protection is dumping below the cost of production in the
exporting country or with a'dcpreciated currency. And where
they cannot establish themselves, but can do so with some
amount of preliminary financial help, the basis is the ultimate
benefit to the community. As economic nationalism is based
upon the raising of the standard of living of the whole people
by bringing the productive forces to the utmost play, protec-
tion against unfair competition from whatever reason is likely
to receive its support. There is bound to be tariff wars bet.
ween countries whose economic life is dependent upan foreign
trade. If the relative importance of foreign trad= is insigni.
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ficant, and if the production of social wealth is evenly
distributed among the population by the increased consumption
of goods, there will be no occasion for tariff disturbances.
And economic nationalism is an effective correctiVe to inter-
national misunderstanding by minimising as much as possnble
foreign trade and stimulating internal trade. Lo
In an article in the summer number of “The Yale Review,"
Professor Keynes, I am glad to say, expressed himself in the
same way. He wrote that he sympathised with those  * who
would minimise, rather than with those who would maximise
economic entanglements among nations. Ideas, knowledge,
service, hospitality, travel—these are the things which should
of their nature be international, But let goods be home-spun
whensver it is reasonably and conveniently possible,and, above
' all, let finance be primarily national,” He therefore held that
‘ greater measure of national self-sufﬁcxeacy and economic
lsolatlon among countries than existed in 1914 may tend to
serve.the cause of peace, ratber than otherwise.- At any
rate, the age of economic internationalism was not particul;a.dy
successful in avoiding war; and if it finds retort that the
imperfection of its success naver gave it a Iair chance, it is
reasonable to poiat out that a greater success is scarcely
probable in the coming years," ’
The development of internal trade at the expense of the
external trade cannot but have its repercussicns on the econd-"
mic life of the people, upon the producing and the consuming
groups, and upon the relative distribution of wealth. *‘ From
each according to his powers to each according to his needs,”
the slogan of the Socialists, may bc the ideal to which society
may consciously evolve years hence ; but that for the present
progressive pauperisation of the workers and, the unequal
accumulation of wealth among the few may gradually be
arrested, one may safely venture to predict. For one thing,
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-combines and cartels and trusts among large-scale producers in
.different countries for keeping wages low will receive no
encouragement. For usin India the movement if properly
.handled and wisely guided is calculated to produce untold
benefits. We have not a special problem of the unemployed ;
for everybody more or lessis out of employ. We have no
+intoads to make upon public finance for old age pensions or
insurance for the sick, for we do not live long enough to be
,old ;.. we are gathered to our forefathers much too early  \We
are not carrying like Atlas on our shoulders any heavy war
_debt: we need not proclaim bankruptcy on that account. We
.can consegve our resources such as they are, and limited as
‘they may be, in support of a movement which is capable of
‘relieving to a very great extent the troubled sores of the body
-politic. Our fears do not atise from a possible reversion to
.internationalism, despite benevolent souls like Rabindranath
Tagore. They arise from our being absorbed in British
Imperialism. The spirit of Ottawa sits like a nightmare upon
.our shoulders and our limbs are benumbed. A parliamentary
fiction promises to convert every imperialist incorporated into a
British Company into an Indian National. A new kind of
_protection, protection against commercial discrimination,
threatens to thwart every attempt to remove commercial
inequalities as they exist.., Our own mea have fallen victims
to the empty blandishments of imperialist glory. We are not

to beware
from Europe ; from her blasted hopes ; -

Her fields of carnage, and polluted air, ,

but from friends nearer home : we have not to marry nationa-

lism with imperialism. It would be a misalliance of a terrible

kind. fatal to the weaker party. Let us then guard it and

foster it and hand it down to our children as a precious heir-
‘loom fraught with untold benefits to the country. Long live
Nationalism! Let it be our economic as it already is our

political liturgy.
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