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PREFACE 

It was several years ago that I promised myself a volume 
on India's Fiscal Policy, mainly owing to a mental reaction 
against some recent academic literature on the subject, which 
seemed to suggest that Indian economists, in spite of their 
early pronouncements to the contrary, had abandoned the 
protectionist bias in favour of the laissez1aire ideology. The 
fulfilment of the promise was delayed; yet, such a volume 
surveying the whole field of our fiscal policy, becomes very 
opportune just at the moment for several reasons. In the 
first place, there is t1. helpful pause in the 'J;'ariff Board's work 
due to the War and it has become possible to avoid staleness. 
Secondly, inter-hellllm years provide one completed period 
of the fiscal policy which roughly dates from the last war. 
Thirdly, most of the major industries which are receiving 
protection at present, will ha~e completed their allotted pe
riods by 1941 or 1942, and, if it were not for the War, sh~uld 
have had to face fresh enquiries by the Tariff Board by now . 

. Finally, there is no doubt that when the war is over, a re
examination of the fiscal issues in the light of past experience 
and possibly a complete re-orientation of policy, involving 
the overhauling and systematisation of the tariff machinery 
and procedure, will be inevitable. What is morea mOst !Jf the 
academic literature on tIie subject· has become. necessarily 
out-of-date, while some able analyses of our fiscal policY con
fine themselves to two or tlU:ee of the major protected indus
tries only, while examination of the cases of industries denied 
protection has been generally neglected. No apology, I 
hope, is therefore necessary for bringing out this study at 
the present moment. 

The scope of the work. is indicated by the natural division 
of the subject into two parts: Part I is styled "The. Working 
of Protection" and gives a descriptive and analytical stUVey 
of the industries which Fiscal Policy had to deal with during 
192.3-40. Part II, on the other hand, is concerned with the 
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critical and general aspects of the subject. Thus, in Part I, 
I have attempted a review of the Tariff Board enquiries (num
bering about fifty) and a "post-mortem" examination of the 
measures adopted in each case. I must state without hesita-

V' tion Jhat it .is futile, jf not audacious, to question the validity . 
ot the Board's findings, especially on the factual side, as some 
writers seem to have done. The Board has had in each case 
at its command immense facilities, such as no individual 
can hope to possess, and, in fact, its Reports happen, in some 
cases, to be the .only authoritative material surveying the 
industries concerned, somewhat on the lines of the Balfour 
Committee's Surveys in England. It may thus be possible 
perhaps to criticise the Board's conclusions, if at all, only on 
the grounds of wrong methodology, inaccurate principles, 
inaccurate statements regarding well-known national or inter
national events, wrong emphasis, or non-sequitur logic and 
arguments. Though I have .not been able to appreciate the 
conclusions of the Board in some places, I feel that the Tariff 
Board's work has been generally fair, impartial and almost 
always the result of painstaking inquiry and penetrating ana
lysis, and that the Board has more often than not erred on 
the side of caution. . 
. (The fiscal problem in India is two-fold) In the first 

place it .has its political side in so far as India has yet to attain 
the plenitude of powers, known as Fiscal Autonomy, such 
as the free countries of the world and the Dominions of the 
British Empire possess. The so-called "Fiscal Autonomy" 
conceded by the Convention of 192 I has been a bauble and a 
meaningless myth. The Dominions, to be sure, had also to 
carry on a long struggle with the "Mother Country" for 
obtaining the democratic power of shaping their tariff policies 
in consonance with their own requirements. Where it is not a 
Mother Country, but a "Step-Mother Country," it is obvious 
that a grimmer struggle is inevitable. Imperial preference 
has been a partial, though harmful, solution of the conflict 
between British and Indian commercial interests. But funda
mentally speaking it does not appear to me that there can be 
anYJermanent . compatibility betwe~ a fre~ ~ercise of our 
fisc freedom and· the maintenance of Brltatn's hegemony 
in the future commercial developments in India. The other, 



ix 

and more academical~ part of the IndiatI fiscal problem is th~ 
determination of a correct policy for the country to adopt~ 
Here, there cannot be any room for doubt that the present 
system of Discriminating Protection has been disappointingly 
slow and ineffective. I do not suggest that mere manipula
tion of import tariffs by itself can work miracles. It is evident 
that even if we exhaust the entire import schedule, we may 
not be able to build up an all-sided industrial system for the 
market thus released is not very large in most cases. Yet, 
fiscal policy, along with monetary, banking, transport, power 
and financial policies, fits into a general scheme of economic 
planning aimed at nation-building. The greatest need of the\ 
hour is the galvanisation of the country's human and material 
resources into activity and the attainment of a higher produc
tive efficiency, which can only come about through the mecha- \ 
nisation both of agriculture and industry, i.e., the application 
of accumulated knowledge due to scientific progress. Fiscal 
Policy, correctly conceived and effectively executed, can 
not only provide the initial impetus for the cumulative spiral 
of industrial employment, aut will for long remain a potent 
safeguard for the future industries which will arise to cater 
for the internal market under the aegis of a planned national 
economy. As an integral part of planning, therefore, the 
instrument of Fiscal Policy is bound to be valuable;. but it 
would be incorrect to suppose that the State can do, no more 
than levy tariffs and leave industries to work their own way 
to success. On India," as Dr. C. R. Reddy put it recently, ( 
"the State must undertake the primary responsibility for the. 
economic reconstruction of the country." The laissezlaire! 
idea, still reigning supreme at Government headquarters, is I 
wholly incompatible with the vicissitudes of the modern age \ 
in which active interventionism is the order of the day::> 

The War has thrown our economic, as well as political, 
institutions into the melting-pot, and it may not be too 
optimistic to hope for the re-formulation of our fiscal policy, 
when it is over. It is a matter of some satisfaction that the 
present Commerce Member of the Government of India, 
Sir A. Ramaswamy Mudallar, was able to. announce not only 
that the Government intends to "liberallse" :.the conditions 
of protection, but that after the War, a comprehensive enquiry 
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would be'''inevitable.'' At the end of the last War, several 
industries, which had arisen under the shelter of a closed 
market, succumbed to the fierce competition which soon 
followed. This time, "assurances" of security are being given 
by the Government to those industries which assist in the 
"war effort," provided they satisfied "certain conditions." 
The.te is reason to fear, however, that the "war effort" is the 
chief or, perhaps, the only consideration governing the deci
sions and that the permanent needs of large-scale industriali
sation are neglected or even opposed by certain elements and 
interests. While the War is going on, no one can expect any 
comprehensive measures of reorganisation, but certain para
mount considerations have been indicated towards the end of 
this volume, which, to my mind, appear to be fundamental 
to the shaping of our future Fiscal Policy, if the Indian indus
tries, old. and new, are to survive the aftermath of war. 

It remains for me to express my gratitude to those who 
have helped me in the production of this work. My thanks 
are due to my cousin, Mr. B.N. Adarkar, Assistant to the 
Economic Adviser, and to Messrs. K. L. Govil and P. c. 
Jain, my friends and colleagues at the Allahabad University, 
for helpful discussion, suggestions and supply of relevant 
literature. To my publishers, the Kitabistan of Allahabad, 
and printers, the Allahabad Law Journal Press, I am thank
ful for the efficient production of this work. Finally, lowe 
tons of thanks to my wife for assistance in transcribing, in 
typing and in collecting material, as also for being patient 
with me during many hours of silence and toil I 

6th Janllaty, I~)4I B. P. ADARKAR 
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Mody-Lees Pact, 157-8. 
Molasses, u8 ff. 
Montagu-Chelmsford Report, 415. 
Munitions Board, 3 15. 

National Planning, 485. 
NIVAs, the Javanese Sugar Syndicate, 146. 

"Off-setting duty'· clause. 313, 50j. 
Oil, 357 ff; price war in. ,,8 ff; 'stolen oll.· 358; the "kerosene pool." 

359, 360; "dumping" in respect of. 361; Tariff Board, majority 
view. 361; minority view. 361-3. 

Paper and paper pulp, see Chapter VII; hand-made paper. 159; protec
tion. its extent and effects, 2.61; total Indian- cons)lIDption. 163; 
raw materials, 163 ff; sulphite process of pulp production. 166; 
imported wood pulp. 167 ff; scarcity of pulp'-wood timber. 167. 
2.75; classification of, 169 ff; production of, in India, 161. 174; re
search in, 176; annual production and estimated .surpluses of 
bamboo. 176 ff. 

Petrol, consumption of, in India. 130' 
Pioneer Magnesia Works. 308 ff. 313.493. 
Planning and fiscal policy. ix, 608 ff. 
Plywood and tea chests. 3I S ff; foreign competition in 316; fair selling 

price of. 317. 
PopUlation and industrial employment, 16 ff. 
Power alcohol. u8 ff; U. P. and Bihar Committee on. 131-3. 
Preference. see IMPERIAL PREFERENCE. 
Printer's ink. 391-1 • 

. Printing type. 391. 
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Protection, see FISCAL DOCTRINE, FIsCAL THEORY, DISCRIMINATING 
PROTECTION, etc. 

Railway freights policy, S 3n, 84, 3 S 1 ffj the telescopic system of rates, 
35 1 • 

Railway Materials, 395-6. 
Rationalisation, in cotton industry, 160 ff; and attitude of labour, 161. 
"Reciprocity," 59z; provisions regarding, in the Constitution, 606 ff. 
"Regressive taxation," zo-z, 568 ff." 
Revenue of the Government, Z3-4; contributions to, by the steel in

dustry, "97 ff; contributions to, by the sugar industry, 134 ff; 
customs revenue, 4Uj influence of fiscal policy on, 5 15 ffj duties "for 
revenue only," jI6. 

Roger Mission; 355,610. 

Safeguarding, 185, 3"U, 3Z4,3~5 ff, 417, 454, 461-1, 478, 564, 570. 
Safeguarding of Industries Act, 307, 317. 
Salt, see Chapter IX; production of, in India, z97, 199, 305; Tariff 

Board enquiry, 19z9-30, 198; Salt Survey Committee, 301; Salt 
Marketing Board, 301, 3°3, Salt Industry Committee, 1931, 301; 
Conference of Salt Manufacturers, 30Z, rate-cutting war, 30Z; 
salt quotas for Bengal market, 303, industrial consumption of, 
304; the licensing system, 305. 

Shuttles, 396 •. -
Silk and sericulture, 179 ff; the "silk belt:' 180; handloom silk weaving, 

183; Tariff Board of 1933 on, 179 ff; Tariff Board of 1938 on, 187 
ff; nature of protection granted to, 459. 

Soda ash, see GLAss. 
South Mrica, imports of coal from, 367-9-
Spelter, 40z. 
Steel, see IRON AND STEEL. 
Subsidiary steel industries, see Chapter III, also ENGINEERING, W AGON

BUILDING TINPLATE, WnlE AND WIRE NAILS, CAST IRON J?xPES, 
AGRICULTURAL IMPLEMENTS, LoCOMOTIVES and ENAMEL WARE. 

Substantive Protection, n I ff. 
Sugar. see Chapter'VI; phenomenal growth of the industry in India. 

194, 197-zoz, Z27; measures of protection for, 195 ff; total income 
bill of the industry, ZOO; employment in~ 101 ff; Tariff Board's ex
pectations in 1931, 101 ff; main aspects of protection of, 105 ff; 
net production of lfIr and sugarcane, 108; part played by sugarcane 
in Indian agriculture, UI; and agricultural efficiency, 113 ff; cost 
of raw materials, 115; International Agreement regarding,' 1IS. 
143; prevalence of sugarcane pests in India, 117-8; co-ordination 
between cultivation and manufacture, u8; compulsory acquisition 
of land for sugar mills, U9; sugar protection and agriculture, 121; 
industrial efficiency in production of, 121; recovery of sugar in 
India and Java, U3; personnel in the industry, us; optimum size 
of a sugar factory, 126-7; molasses and power alcohol, u8 ff; uti-
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lisation of bagasse, 2H off; retail prices of sugar, 241; Tarilf Board 
enquiry, 1931, 243 if; Board's estimate of costs, 24,-6; Board's 
recommendations and observations. %47; excise duty and Govern
ment (ofllfllllmqlll on Tariff Boarq report. 248 if; fixation of sugar
cane prices, 2'4 if; Indian Sugar Syndicate, 2,Sn; Sugar Convention 
of IS64, 41S; nature of protection of, 460-1, 469-70, 

Sulphur. 402. 
S7IIatierhi. 141, Ip. 
Swedish Match Company, 192. 2h. %87 ff, 490. 

Tariff Balance. 399 ff. .' 
Tariff Board, 20; constitution of, in India. , So ff; ad hO( or permanent 

body, 'S3 ff; functions of, ,S, if; and publicity, '91-2; in Australia. 
,S8 ff; analysis of enquiries of the Indian Tariff Board. 462 if; d.eIay 
in work of, 464-'; personnc;:l of, 466.-. 

Tariff Commission in the United States. '92 ff. 
Tariff Equality, 390 f£. -
Tariff levels, H2 ff. 
Tariff machinery and procedure, see Chapter xx. 
Tariff making. 4S 8 ff. . 
Tata Chemical Co •• 377. 
Tata Iron and Steel Company. see IRON AND STEEL. 
Tata Technical Institute, 60-1. • 
Taxation Enquiry Committee (1924-'), ·231~·a98, ,66. 
Tax burden, relative, in India and the United Kingdom. i71 ff. 
Technical changes in tariff, see Chapter XV. 
'tinplate, U7 ff.. Tinplate Company; ~'heavily subsidi.sed" by Tatas; 

. II9; protection of, 4'S. 
Tobacco,4°0-1• . 
Triple FormuIa, see DISCRIMINATING PROTECTION. 

United Kingdom, tariff machinery in, '9" 
United States, Tariff Commission in, '92 ff; quoted, HZ. 
"Unutilised resources," , 64, 6°9. 

Veneers, 399. 
"Vested interests" as an argument against protection, 24-1. 

Wagon-building industry, 113 ff. 
Wheat, 322, protective duty on, 323. . 
Wire and wire naihI, 123 ff; fencing wire excluded £tom protection, 124; 

nature of protection, 4' S. 
Woollen industry, .IS8 ff; employment in 18S;. w?ollen an~ worsted' 

sections of, ISS ff; the Cawnpore group of mills 10. 191-2; unpor!S ~f 
woollen piecegoods. 193. 
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