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PREFACE
I

The analysis of world-economic data and their comparison
are two main purposes of the present study. In each chapter
the topics discussed are diverse as well as the regions.

There is no attempt at dealing specifically with the applied
economics or economic statesmanship of any single country or
countries. Nor is economic history the subject matter. It should
be obscrved also that no formula for India’s economic salvation
is an objective of this study. It seeks to place several countries
in the perspective of one another in regard to certain items of
economic development. England, Germany and the U.S.A. are
treated here as examples of hypcr—devclopmcnt'in technocracy and
industrialism (comprising agriculture and commerce). Capitalism,
—of which socialism is in my judgment an integral part,—has
its most adult representatives in these economies. India, like
China, the Balkan Complex, Latin America, and many other
tegions politically free or unfree, in East and West, stands for
the techno-economically underdeveloped type.

To this backward pattern belongs Russia. But the deve-
lopments under Gosplan since October 1928, and especially her
tesistance to Germany during the three campaigns of 1941-43
have rendered Soviet Russia the most instructive specimen of
economic theory and practice both to backwards and go-aheads.

This is why the shadow of Soviet Russia or communistic
economy has fallen on every chapter. In my interpretations on
the Soviet experiments and achievements, however, 1 have reject-
ed, on the one hand, the ultra-conservative or classicist view-

-
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point as exhibited in Collectivist Economic Planning (London,
1935) edited by von Hayek. On the other hand, it has not been
possible for me to agree with Sidney and Beatrice Webb's Soviet
Russia A New Civilisation? (London, 1936), which appears to
be much too romantic and unrealistic. The strength and limita-
tions of Stalinist communism, i.c., state-capitalism have been
analyzed from fresh angles of vision.

Part of the sections on economic Russia used in this publi-
cation has already been utilized in my Villages and Towns as
Social Patterns (1941). The material was originally published
in journals. While making use of these data for the present
work it happened to be overlooked, regrettably enough, that they
had found place in the previous publication.

‘We have had to encounter in this study the Anglo-German
as well as the Chinese-Indian economies. Some of the many
intermediate economic patterns of capitalism-cum-socialism that
lie in between have likewise had to be envisaged. But whether
it be these capitalistic economies or whether it be the communis-
tic, 1.e., non—capitalistic or statc—capitalistic soctalism of Soviet
Russia, the facts and figures are presented as but samples or tllus-
trative data.

The grammar of economic development is realistically eluct
dated with the statistics of foreign capital as of exports and 1m-
ports, of urbanization as of mechanized agriculture, of industrial
wealth as of agriéultural output, and of bank capitalism as of
social insurance. The object in every instance s but to furnish
concrete foundations for the theory of arthik unnati (economic
progress). It may be observed en passant that Arthik Unnati is
the title of the monthly economic journal in Bengali establish-

ed by me in April 1926 with the support, among others, of Dr.
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Narendra Nath Law, Managing Director, Bangeswari Cotton
Mills Led.

II

The work has grown out of a number of public lectures.
It derives its title from the topic of the lecture delivered at the
University of Bombay on November 21, 1940.

At the Indian School of Mines, Dhanbad (Bihar), the
subject was “Técbnology and Economics” (April 22, 1940).
This was the subject also at the University Club, Benares
(March 21, 1942).

On November g, 1940 at the Insurance Field Workers’
Conference (Calcutta), and on January 12, 1941 at the opening
of the Hindusthan Rubber Works (Caleutta) the subject was
“War-Economy and Indian Industrialism.”  “War and Social
Economy” constituted the topic at the Aloke-chakra Club at
Krshnagar (April 22, 1942). Two lectures at the Bangiya
Dhana-Vijnan Parishat (Bengali Institute of Economics) dealt
with “Inflation i Theory and Practice” and the *‘Economics of
Inflation” (March 28, and April 11, 1943).

Commercial problems of the war-period formed the subject-
matter of presidential speeches at the Jalpaiguri Electric Supply
Co. Lid. (September 28, 1940), Bangiya Byabasa Sammelan
V (Bengali Merchants” Conference, Nov. 30, 1940), the Associated
Bank of India (January 7, 1941), the Bengal Exchange Bank
(April 2, 1941) and the Paper Dealers’ Conference convened by
Bhola Nath Dute & Sons (December 3, 1942). Insurance busi-
ness during war-inflation was dealt with at the inauguration in
Calcutta of the Chief Agency of the Warden Insurance Co. Ltd.
of Bombay (Chimanlal Desai & Co.) on August 11, 1943.
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Under the auspices of the All-Bengal Economic Conference
two presidential addresses were delivered for the Economic
Planning Section (April 27, 1941 and April 14, 1943). The
second had special reference to post-war planning. Post-war
wotld-economy was dealt with in a talk at the Rotary Club
(July 24, 1941). Rural reconstruction was the subject of a
presidential speech at the Calcutta University Institute (May
10, 1941), at which the problem was dealt with by the chief
speaker, Mr. H. S. M. Ishaque, Director of the Rural Recons-

truction Department of the Government of Bengal.

Topics of economic and social re-making were discussed
at the Muslim Literary Society (November 16, 1941) and as a
president at the Social Hygiene Conference of the Calcutta
Corporation (May 13, 1943). With special reference to East
Bengal they formed likewise the chief topics of addresses at
the seventy first anniversary of the Tripura Hitasadhini Sabha
(Calcutta, July, 25, 1943) as well as at the annual meeting of the
Dacca Bandhab Samiti (Calcutta, August 22, 1943). The
attention of the audience was drawn to roads,”ports and popu-
lation questions at the last two conferences.

Applied Statistics was the subject of the presidential address -
at a sectional meeting of the Sixth Indian Statistical Conference
held at Calcutta on January 5, 1943. The establishment of the ~
Economic Society of Ripon College (April 1, 1941), the Com-
mercial College of Bharati Mahavidyalaya (August 14, 1941),
as well as of the National Institute of Banking and Insurance
(September 11, 1941) under the auspices of Calcutta National
Bank offered occastons for presidential discussions on economic
ideologes.



(=)
II1. .

Part of the material in this book has been published in
diverse forms since 1940 in the Calcutta Review, the Indian
Journal of Economics (Allababad), India and the World, Cur-
rent Thought, Hindusthan Standard, India Tomorrow, Arthik
Unnati (Economic Progress), Social Welfare (Bombay) and the
Indian Journal of Political Science (Allahabad).

The methods and conclusions are due in a great part to the
constant habit of consulting the Statistical A bstract for British
India along with the Statistical Abstract of the United King-
dom, Statistisches Jabrbuch féir das Dentsche Reich, Statistique
Générale de la France, Annuario Statistico Italiano, Annuaire
Statistique de la Societé des Nations, Federal Reserve Bulletin
and the Financial and Economic Annual of Japan as well as the
International Labour Review (Geneva and Montreal). Woy-
tinsky's Welt in Zablen (Berlin, 7 volumes) belongs to this
group of constant contacts. Many of the international statis-
tical data derived from these soutces have been utilized in my
previous works, e.g., Economic Development (Vol. 1. 1926),
Vol. 1II. (1932, 1938), Comparative Birth, Death and Growth
Rates (1932), Indian Cu;;rency and Reserve Bank Problems
(1933, 1934), Imperial Preference vis-d-vis World-Economy
(1934) and Social Insurance Legislation and Statistics (1936). -

These data have not been reproduced in the present
study but have been referred to at times. Illustrative material
has been exhibited from far and near in order to render the study
realistic and somewhat comprehensive. The charts and equa-
tions of indices published in the works mentioned above furnish
the foundations of the present book.

These studies have grown, as already indicated, out of
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association with and the requirements of the economic and busi-
ness institutions, cultural movements and academic life of the
country. But they are not sponsoredv by any Government
Department, commercial office ot political organization. They
do not, therefore, recommend any panaceas for immediate adop-
tion.. The suggestions are but personal attempts at thinking
aloud. In spite of the intensely concrete and factual character of
the contents the treatment is essentially analytical and frankly
speculative or theoretical. It may not, therefore, hurt anybody
matertally. I am not interested in combating or promoting the
party shibboleths of any denomination in India or abroad.

IV.

Some of the fundamental ideas of the present study are
to be found in my previous publications in Europe, e.g., “‘Die
Industrialisictung  Indiens’ (Verein Deutscher  Ingenieure
Nachrichten, Betlin, 1924), “Indiens Entwicklung im Vergleich
zu Eur-Amerika” (Dentsche Rundschan, Betlin 1930), “Aspetti
e Problemi della Moderna Economia Indiana’’ (4nnali di Econo-
mia, Milan, 1930) Die Entwicklung und weltwirtschaftliche
Bedeutung des modernen Indien (Stuttgact 1931), “Il Movi-
mento Industriale ¢ Commerciale dell'India ed 1 suor rapportt
internazionali” (Commercio, Rome, 1931), “Die weltwirt-
schaftliche Bedeutung der indischen Eisenbahnen im Rahmen
der internationalen Eisenbahnstatistik™” (4ligemeines Statistisches
Archiv, Jena, 1931), ‘‘La Sociographie hindoue aux débuts du
capitalisme modetne” (Revue Internationale de Sociologie, Paris,
1936), La Situation démographique de I'lnde actuelle vis-a-vis
les récoltes, les industries et les capitanx (International Congress

of Population, Paris, 1937).



Many of the facts and ideas published in this book were
acquired during 1929-31 while travelling, for the second. time,
and making investigations in England, France, Germany,
Czechoslovakia, Austria, Switzerland and Iraly." T should like
once more to be able to enjoy the library facilities of those
countries and make up-to-date my notes, some of which go back
to the first contacts of 1914-25.

It was during this period that the main ideologies of the
present work took a more or less precise form. On this theme
two courses of lectures were delivered by me as Gastprofessor
at the Technische Hochschule of Munich under the common.
title of Wirtschaftliches und soziales Indien der Gegenwart im
Rabmen der Weltwirtschaft.® The lectures for the Summer
Semester 1930 were 39 in number and were called Die sozial-
okonomischen Verbiltnissen Indiens. In the Winter Semester
1930-31 there were 43 lectures and they were described as Die
technisch-wirtschaftlichen  Strukturwandlungen des indischen
Volkes. ;

The equations of comparative industrialism and techno-
cracy constituted the subject matter of lectures likewise at che
Universities of Jena and Kiel (May 1930), the Technische
Hochschule of Stuttgart (November 1930), the Landwirtschaft-

t A part of these travels and investigations is described in B. K. Sarkar:
“The Geneva Complex in World-Economy” (Journal of the Bengal National
Chamber of Commerce, June 1g31), “Contacts with Economic Iraly” (JB.N.C.,
June and December 1931) and “Industrial Centres and Economic Institutions
in Germany” (J.B.N.C., September, 1931).

2 The titles of these eighty-two class lectures may be seen in English in
the Journal of the Bengal National Chamber of Commerce for March, 1932,
(“Economic and Social Developments in Modern India in the Perspectve of

World-Economy™), or in The Social and Economic ldeas of Benoy Sarkar,
edited by Banesvar Dass (Calcutta, 1940) pp. 592-599. -
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liche Hochschule of Berlin (November 1930), the University of
Innsbruck (November 1930), the Technische Hochschule of
Karlstuhe (December 1930), the Handelshochschule of Niirn-
berg (December, 1930), the Universities of Wiirzburg and
Leipzig' (January and February, 1931), and the Technische
Hochschule of Dresden (July, 1931) as well as at the Chambers
of Commerce and Industry of Bielefeld (January 1931), Solingen
(February 1931), and Augsburg (March 1931). The lectures
were organized by the Deutsche Akademie of Munich.

On invitation from the University of Geneva two
lectures on the world-economic aspects of economic India
were delivered at the Institut National Genevois. The
subject of the lecture delivered on November 27; 1929 was Les
Expériences politiques es économiques dans la civilisation
* hindoue. . On Januaty 8, 1930 the lecture was given over to
La revolution industrielle et commerciale anx Indes actuelles.

Under the auspices of the Serena Foundation of London the
Universitd Bocconi of Milan held two lectures on the topics of
the present publication. One was entitled Lo Stato ¢ IEcono-
mia nell’ Astivita del Popolo Inds (20 Feb. 1930). The title
of my other lecture was L'Industrialismo nell’ India odierna (21
Feb. 1930). The same lectures were repeated at the Royal Uni-
versity of Padua on February 24 and 25, 1930. The Royal
University of Rome held a lecture on March 16, 1930. The
subject was Il Movimento Industriale ¢ Commerciale dell’
India ed i suwoi Rapporti Internazionali.

Population, public health and social questions have nor
been overlooked in the present work. Their place in the equa.
tions of world-economy is considerable and indeed very often
decisive. The equations of comparative demography were
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placed before the International Congress of Population held at
Rome in September 1931. At that session the present author
was one of the sectional presidents and read the paper on
I Quozienti di Natalita, di Mortaliti ¢ di Auwmento Naturale
nell’ India attuale nel Quadro dells Demografia Comparata.®
The impact of these demographic equations is to be seen in the
tableaw économique for 1785-1940 on pp. 18-20 as well as in
other sections. '

V.
It is during a World-War that the present work has been

planned and is being issued. War-economy and demobtlization
or post-war reconstruction have, therefore, automatically forced
themselves upon the investigation as up-to-date topics. In any
case it 1s obvious that military-naval-aerial equipment is to a
very considerable extent but an aspect of agriculture, manu-
facture and commerce. It is mainly science, industrialism and
technocracy that we encounter in war—organization and war
effort, Comparative militarism becomes chereby just another
field for the illustration of the theory of arthik unnati (economic
progress) and of the equations of world-economy.

The techno-economic equations between Soviet Russia and
Germany throw considerable light on their comparative military
equipment. The Anglo-German mulitaristic equations have
likewise to be elucidated as some of the items in their compara-
tive techno-economic progress.

To the problem of such equations in world-militarism as
an aspect of the equations of world-economy some attention

3 Available in English as “Comparative Birth, Death and Growth Rates”
(Tournal of the Indian Medical Association Calcutta, 1932).
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has been drawn in this study. But care has been taken to point
out that many non-technocratic and non-economic forces are
also to be seen in war-preparedness as well as military organi-
zation. No exclusively techno-economic interpretation of war-
fares, militarism or war equipment can be established ‘as a
reasonable proposition. The subject deserves a detailed and
intensive analysis, which, however, the present work does not
offer. B

The book 1s dedicated to Sj. Satis Chandra Mukerjee,
whose Dawn Society (1902-06) and Dawn and Dawn Society’s
Magazine served, among other things, to promote an interest
in the swadeshi (indigenous) industrial movement as a factor
in the Bengali revolution of 1905,

The index has been prepared by my wife, Mrs. Ida Sarkar

neée Stieler, to whom thanks are due.

Benoy KuMar SARKAR
Calcurta,

October ¢, 1943.
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CHART 1

The Three Equations of Comparative a

Technocracy and Industrialism
See p. 4

1 A (1940)=x B (1940)
2. A (1940)=y A (1905)
3. B(1940)= A (1885)
The chart is not an exact illustration

of the text but correctly indicates the
equations explained thers.

'
a 8

1870 1875 1885 1 1940
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CHART 11
Epochs of Technocracy and Industrialism

(c. B.C. 30,000—c. A.C. 1940)

} See pp. 6-9.
A.C. 1940
AC.  1,000) Steam-engine in Cotton Mill (1785)
+ B.C. 1,000 }-gg Vedic, Homeric.
8
B.C. 3,000) Mohenjodarian, Mycensean.
B.C. 4.000 Neolithic.
B.C. 5,000
. Dewellings on lake-rafts, and bones of dogs,
fish hooks, cremation : Azilian (Bavaria).
B.C. [ 8,000, Bowdrill, ivory and bone as materials (replacing
. ! flint), buts improved, harpoons, arrow-heads
Mag- spliced on te wooden shafts: Magdalenian
dale- | (Bavaria).
nian [ 10, 060 ,
_g: Bone-needles, borers, flint (improved), arrow-
12,000 D heads and lance-heads.
( :'U { Arrowheads of rhinoceros-horn, knives and gravers
Auri- E«[ (flint), drawings and paintings, huts, shalt-
" gna- § 13,600 4 straighténers ivory (mammoth s tusk) bracelet,
cian Y 14,000 i perforated wolves’ teeth for necklace, bodkins
L 15.000 L for piercing skins: Aurignacian (England, .
South Wales, France .
Moug- 19,000 Flakes, sharp-pointed flints used as lance-heads.
terian 20,000 Sepulchre for burial: Mousterian (Neanderthal
near Diisseldorf in Germany, Dordogne Valley
. in France).
22,000
I £ Handaxe thinner and with true edge: Acheulean
£ {Heidelberg in Germany, France).
28,000 + 2 (
I v} Handaxe (flint), scraper (flint), spear (wood
?Ji hardened by fire), fire, produced by rubbing
B.C. 30,000) pieces of flint or wood against each other:

Strepyan (Belgium and England).

N.B.—The material is based on C.H.B. Quennell: Every Day Life in the
Old Stone Age (London). .
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CHART 1l

An Index of the “First”” Industrial
Revolution in Great Britain

Pig iron manufactures

(1740-1852)
See pp- 214-216

The hgures are adapted from Appendix
F.in Cunningham's Growth of English
Industry and Commerce. Vol. 11, p. 930.
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CHART IV

Indian Technaocracy and Industrialism
(1853-1940)
in Anglo-German Perspectives
(1785-1940)
See pp. 18-20, 91-92.
Equations of the First and the Second
Industrial Revolutions

Germany (1830) =England (1785-1800)

Germany (1870)=England (1830-48)

Germany (1905) =England (1905)

India (1853) =England (1785)=Germany (1815-30)

India (1885) =England (1800-15) =Germany ( 1848)

India (1905) =England (1815-30) = Germany (1850-60)

India (1940) =England (1830-48) = Germany (1865-70)
See pp. 18-20, 91-92

Both the chart and the equations are
tentative and approximate. They should
provoke further research and revision.
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CHAPTER 1

CoMPARATIVE INDUSTRIALISM AND TECHNOCRACY

Indian Economic Tbougbt Since Ranade
In 1890 was published the earliest of all the papers in

Mahadeo Govind Ranade’s Essays in Indian Economics
(Bombay 1893). But for a quarter of a century the output
from Indian professors or other academicians in economics was
rather poor in quantity.” It is during the quarter of a century
since the end of World-War 1 (191’4—18) that Indan 1ntellec-
tuals have been somewhat in evidence as writers of economic
essays, tracts or books. Virtually each one of these publications
is a contribution to Indian economics. The treatment s, gener-
ally speaking, either descriptive or historical. The political bias
1s likewise almost universally patent. The entire output may be
regarded scientifically as belonging to the field of applied econ-
omics. Exceptions to these general features of the economic
hterature produced by the economists of India are few and far
between, as may be guessed from the articles in the Indian
Journal of Economics (Allahabad) and at any rate are to be
noticed only in very recent years.

The present author’s approach to economic questions,
Indian or non-Indian, theoretical or applied, has been fram an
angle rather different from| that of Indian economists in gene-

1 S. C Dut: Conflicting Tendencies in Indian Economic Thought
(Calcutta, 1934). See the Indian Jowrnal of Economics (Allahabad, January
1942). Papers by D. G. Karve (“Ranade and Economic Planning”), James

Kellock ("Ranndc and After”), B. Datta (“The Background of Ranade’s
Economics") and K. Anantaram (“Ranade the Economist™).
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ral. The interest of his economic studies has lain chiefly in the
analysis of intetnational problems and mote or less universal
topics in which economic India has her parc. In a gencral
manner it may be described as world-economic or comparative.
The equations of world-economy may be regarded as some of
the by-products, although not the least sigmificant items, of
these investigations. ’

The Metbodology of Comparative Siatistics

By way of inuwoduction let us describe as briefly as
possible and concretcly illustrate the methods of analysis. We
shall then proceed to very barely’ enumerate some of the conclu-
sions. The mind should be left open to the modifications or
exceptions such as may legitimately be considered worthwhile.
The considerations that are likely to militate somewhat against
the acceptance of the conclusions in the form in which they are
presented are being overlooked for the time being. It is only
the broad lines of argument that are being developed in a most
general manner.

For the purposes of the present discussion we are avoiding
the questiorv as to how far the wotld is or has been a unified
economic theatre for the play of economic forces, compeiition
or co-operation in supply and demand, such as the concept of
wotld-economy generally involves. Attention is being focussed
on a comparative study of the economic structures and econo-
mic developments of the diverse regions of the world. We are
interested in  the inter-ractal, inter-regional or inter-national
analysis and com‘parison‘ of economic creativities. Funda-
mentally speaking, these analyses should be quantitative, ie.,
statistical.  But it so happens that for long, véry long periods,
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to be measured by thousands of years the comparisons are
bound to be exclusively qualitative. It is only for the last two
or three generations, nay, for the last half-centuey that figures
are available and comparative statistics can be treated i a some-
what scientific manner. This consideration should be regarded
as a chief limitation bearing on the study of the equations in
world-economy. Not less important is the consideration that
the figures brought together by the authorities of the different
tegions are often hardly comparable with one another because
the components in each system of figures may not be identical.

In so far as figures are available and comparable, the
methodology of comparative statistics may be indicated as
follows. It is not enough to quote the quantitative data’ for
whole regions. These are but ““absolute” figures. For the present
purpose they do not possess much significance, In order to be
of real worth they have to be worked out per head of the popu-
lation inhabiting the regions in question. Sometimes it may
also be necessaty to calculate the figures per square mile of the
tertitory considered. It is the “relative” figures thus derived that
are important in intetnational comparisons. They furnish the
economic indices that have to be placed in the perspectives of
one another in the comparison of the regions whose values are
under examination.

Economic indices as thus interpreted are to be worked out
along the entire front of cconomic life.* A few items are being

2 For some of the charts and indices see B. K. Sarkar: Indian Currency
and Reserve Bank Problems (Calcutra, 1933, 1934), Imperial Preference vis-a-
vis World-Economy (Calcutta, 1934), Social Insurance Legislation and Stavistics
(Caleutta, 1936), and Economic Deuelopment, Vol. 1, (Madras, 1926), Vol. 11,
(Calcutea, 1932, 1938). -

Some of the material of the present chapter is to be found in the author’s
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mentioned at random. Bank deposits and bank assets, notes
and coins in circulation, clearing house transactions, insurance
premia and insurance funds, passenger-miles and ton-miles,
steam engines, dynamos, kilowatt-hours, automobiles and acro-
planes, radio sets, lathes and other machine-tools, expenses
on primary education, sanitation budgets, housing substdies,
municipal areas and their inhabitants, infant mortality rates,
matemity benefits, sickness premia, old—agc pensions, occupa-
tional diseases, industrial accidents, agricultural loans, land
mortgages, exports and imports, output and consumption of
coal, oil and steel, acids and salts, output and consumption of
sugar, eggs, fruits, etc., trade unions and their members, and
such other items have all to be exhibited in per capita and per
square mile values. The larger the number of items considered,
the more adequate and scientific the basts for studies in compara-
tive economics, technocrécy or world-economy.’

By applying such economico-technocratic and  socio-
economic indices it is possible to detect three orders of parity,
identity'or equation existing between different regions, races
“and nations of the world, namely, the following:

o 1. A (1940) = x B (1940)
2. A (1940) = x A (1905)
3- A (1940) = B (1903)

German paper entitled Die Enswicklung nnd weltwivtschaftliche Bedeutung
des modernen Indien published in Indien (Technische Hochschule, Stuttgart,
1931). L

3 Copjous data of comparative industrialism and technocracy for the
period 1925-28 are avatlable in Die wirtschaftlichen Krifte der Welt 1930
(published by the Dresdner Bank, Berlin). Sce alse the seven volumes of W.
Woytinsky:  Die Welt in Zablen (Betlin) for historical statistics down to c.
1920-25. The Annuaire Statistique de la Société des Nations (Geneva) may
be consulted for certain purposes.
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The first equation of world-economy says that in 1940 the
region A is X times the region B. This is to be understood
item by item, According to the second equation the reglon
A in 1940 is x times the same region in 19o5. The region in
question has gone ahead or down in economic indices. In the
third equation we find the region A in 1940 equal to the
region B as it was in 19o5. That is, A is lagging behind B by
35 years in economic creativities. Each equation is evidently
important in its own way for certain purposes.

In every instance the equation, identity or similarity is to
be understood as approximate sameness or nearest approach.

T echno-Economic la'eolégies

© o my analysis technocracy is inseparably associated with
economics. It may be roughly taken as equivalent to the appli-
cations of science, say, of mechanical, electrical and chemical
engineering to material life or the creation of utilices. Indus-
trialism is likewise a comprehensive category covering the entire
field of economic creativities. In my treatment it includes
agriculture as well as commerce, and does not exclusively imply
manufacture. By economy, generally. speaking, is to be
understood the complex of technocracy and industrialism.

The relations between technology and economics have
received prominent treatment in the works of the German
economists, Sombart and Gottl-Ottlilienfeld. In Paul de
Rousiers’s Les Grandes Industries Modernes (Paris 1928) also
technocracy has been dealt with at length. Waffenschmide’s
Technik und Wirtschaft (Jena 1929) may be regarded as a
work of fundamental value in the analysis of science and engin-
eering in their beatings on arthik unnati {economic progress).



6 : _ THE EQUATIONS OF WORLD-ECONOMY

My gcneral affiliation to the techno-economic ideologies of
these authors as well as to works like Bonnet’s La Commercials-
sation de la Vie Frangaise (Paris 1929} and von Beckerath’s Der
moderne Industrialismus (Jena 1930) may be stated as a scientific
fact. This does not imply anyheccssary agreement with them
in regard to treatment, topics, comparisons ot conclusions.

Palzolithic Technocracy and Economy

The equations of world-economy are palpable at the very
outset. Mankind everywhere was economic and technocratic.
The earliest specimens of the Pithecanthropus (Java) or the
Heidelberg and the Neanderthal (Germany) races have been
found to be experts in discoveries and inventions. Perhaps the
very fist or one of the first manifestations of man’s spiritua-
l_ity, soul-force or the like consisted in the invention and appl-
cation of tools, instruments and machines. Pragmatically
considered, the most prehistoric men and women,—and of
course, the Strepyans, the Chelleans, the Acheuleans and the
Mousterians who miay be singled-out as some of the “greac
powers” of the Lower Paleolithic Age,—were hedonists, to
use a modern category. That is, they wete used to the calculus
of pleasures and pains, gains and sacrifices, profits and losses.
These ultramodern terms ate of course to be interpreted in their
orientations to the Paleolithic Gestals or pattern. Maximum
outturn with minimum sacrifice was the guiding principle of
thetr materialistic-cumespiritual creativicy. They were used to
the avoidance of~ pains, wastes, losses etc. Indeed, their daily
life was the theatre of attempts at rationalization. In
modern tumes economy or economic enterptise does not imply
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any\thing else. Labour-saving instincts and measutes are no
new marks of modern mankind, They go back to the
Palzoliths.

We ate then to understand from: the records of tools and
implements that economic creativity is as old as mankind. So
also is technocracy. The first human beings were self-cons-
cious materialistic agents. Nay, they were “capitalistic” too in
so far as they were used to save and plan for the future. They
were planners and futurists. Economic policy or “planificatton”
was in their very breath. The time-sense was thus an
integral part of their economic psyche or spiritual logic. In
" the second. place(, they were wsers of tools and implements;
They understood the value of economizing labour and
appreciated the emergence of, nay, -rescarches into, labour-
saving appliances. They were perpetually bent, perhaps no
less consciously than unconsciously, on making changes in the
tools and implements, thereby consummating a large number
of “industrial revolutions” fromj epoch to epoch. Inventive-
ness was the vety differentiumi of man as a zoological being.
Technocracy and economics are che two most characteristic dis-
unctions of the human animal. ' '

The underlying ideas of Waffenschmidt’s Technik und
Wirtschaft (Jena 1929) ought to be treated as valid for all the
epochs of human creativity or spirituality. The historical data
fuenished by him serve, indeed, to verify and confirm these
ideas as universal and eternal in the ideology of arthik unnati
(economic progress).

The most fundamental equation for all the races of Palzo-
Lithic men, no marter how they were geographically distri-
buted, can then be delivered in two formulz as follows :
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I. The Equation of Materialism—
1. No economics, no man.
2. No planning, no man.

II. The Equation of Inventiveness—

1. No technocracy, no man.
2. No rationalization, no man.

It is not yet safe to enter into a quantitative examination
of the materialistic and technocratic achievemients of the diverse
peoples of the Palzolithic age. Indeed, it is hardly worth while
to establish a synchronism between them or attempt anything
more than a rough chronology. Ewvidently, although the spirit
or soul of man was materialistic and inventive 1n all the: races
of those millennia there were the differences in degrees or
grades between them not only in different epochs of evolution
but in the same epoch as well, The distinction between the
superiors or go-aheads and the infertors or backwards cannot be
overlooked in the analysis of these equations of materialism: and
inventiveness as the very foundation of human creativity. The
problem of ““lags™ is as old as the Palzoliths.

From millennium to milennium it is possible to detect
changes, improvements, transtormations or progress in tools and
.implements. But during each successive stage some sort of
qualitative equations and differentiations between the diverse
Palzolithic races appears to have been a fact of technocracy.

By employing modern terms to primitive and prehistoric
phenomena we are to understand, of course, that the pheno-
mena of today are coeval with mankind. The techno-economic
continuity of man is an historic fact. But at the same
time 1t is implied that the l:;hcnomenon has not remained iden-

tical all through the ages, but that from epoch to epoch it has
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changed its contents and substances. These considerations are
to be duly weighed while evaluating, for instance, the many
“‘industrial revolutions’ of the Palzolithic Age. The forms of
tools and material life were varied.

In this wotk as in others the present author rejects as
unrealistic the categories, pre-capitalistic, pre-dindustrial, pre-
technical, pre-scientific, pre-logical, etc. employed by Sombart
in Der Bourgeois (Munich, 1923) and elsewhere as well as by
Levy-Bruhl in La Mentalité Primitive (Paris, 1925) and La
Mythologie Primitive (Paris, 1935) to desctibe certain phases of
human culture.  Virtually everything human is continuous,
although not ‘without breaks, gaps, digressions, deviations ot
set-backs. Technocracy, industrialism, capitalism, soctalism,
planning, rationalization and such other human phenomcna are
being taken in this work as in the main, continuous. 'Only,
every age or stage of economic hife since the Palzolithic has its
own form, pattern or system of technocracy, capitalism or plan-
ning. There are industrialisms and industrialisms just as there
are plannings and plannings. Each one of these categories
requires a clear definition wherever it is used.

The capitalisms of the Neolithic ages are not to bc treated
as tdentical in contents with. those of the eighteenth century.
Nor likewise should the socialisms of the twentieth century be
equated or identified with those of medieval Eur-Asian, Hindu,
Muslim or Christian charities. In order to aveid confusion the
types of these technocracies, industrialisms etc. have to be
sharply distinguished from one another. From this standpoint
Sombart’s differentiation between the bourgeots of the 14th-
18th century and the bourgeots of the nineteeach century in Der
Bourgeois (pp. 194-240) 1s quite acceptable.

2
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Eur-Asian Parities

For certain putposes it is the convention among scholars
to divide the world-cconomy .(as world-culture generaliy) into
two halves, eastern and western, This is scientificdlly open to
question. These two halves cannot by any means be demons-
trated to represent two qualitatively distinct economies or
economic ideologies. ‘The prehistoric, i.e., the lower and the
upper Palzolithic stages of technocracy and economy exhibit,
as we have seen, the basic similarity between the races in regard
ta psyche and attainments. We encounter here the funda-
mental equation of world—econoiny.

So far as the world-economly of the earliest historical
periods is concerned, we may place it in the Neolithic or
Chalcolithic age, say, somewhere between 3500 B.C. and 1500
B.C. About this time it is possible to detect, in a general
manner, the following economico-technocratic equation:

Mohenjodarian-Assyro-Babylonian economy (East)

= Egyptian-Cretan-Mycenean economy (West).

It is implied that in Mohenjodarian wimes Indian economy
and Western economy were more ot less tdentical. The dis-
unction between East and West did not exist in matenalism or
the spirituality that is automatically involved in economic-
creativity and technocracy. Economic and technocratic parity
was the fact of Eur-Asia on the threshold of history. This 1s
another fundamental equation of world-economy.

For subsequent periods the more or less approximate
matetialistic and technocratic parities, identities or similarities

may be roughly indicated as follows: *

4 B K. Sarkar:  The Positive Background of Hindu Sociology 4 Vols,
(Allahabad, 1914-1937), Hindw Achievements in Exact Science (New™ York,
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(1) East (¢. B.C. 700¢c. A.C. 1300)=West (¢c. B.C.
700-¢c. A.C. 1300) institutionally as well as ideologically.

(z) Renaissance in the East (¢. 1450-1600)= Renaissance
in the West (c. 1450-1600). '

(3} ¢. 1600-1750. The new physical or positive sciences
in the West constitute a special feature of the European
Renaissance, The Asian Renaissance produces fine arts but
no new positive science worth mentioning.- All the same, no
genuine economic or materialistic differentiations of substantial
importance between East and West are perceptible as yet. We
may then institute the following equations:

(4) Asia in positive science (¢c. 1600-1750)= Europe in
positive science (¢. 1450-1600).

(b) Asia in socio-econonic life (. 1600-1750)= Europe
in socio-economic life (c. 1600-1750).

(4) ¢ 1750-1850. Industrial Revolution in the West
creates a new civilization, the “‘modern world”. East and
West differ substantially for the first time. Thus, Asia (c.
1850) = Europe (c. 1750). . , '

The “industrial revolution” referred to here is but one of
the many industrial revolutions of economic history since the
carliest epochs of the Palzolithic Age.

About 1850 the “East” is behind the “West” by nearly

a century,—n technocracy, economic institutions and general
culture.

1918), The Political Institutions and Theories of the Hindus (Leipzig, 1922, -
Calcutta, 1939). The Sociology of Races, Cultures and Human Progress
(Betlin, 1922, Calcutta, 1939).

Sce also J. Kulischer: Allgemeine Wirtschaftsgeschichte des Mitgel-
alters und der Neuzeit (Munich, 1928-29), Vol. 1L, pp. 475-478 and W.
Sombart:  Der Bourgeois (Munich, i923), pp. 172-193, 194-211, 212-240.
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It 1s to be undetstood that scientific discoveries or technical
inventions by themselves do not constitute the substantial
difference between East and West. It is only when the arts
or methods of production, transportation, marketing etc. are
more or less transformed on account of the application of these:
discoveries and inventions to material life that an industtial or
economic revolution worth the name is consummated. Not be-
fore that consummation 1s 1t possible to speak of a genuine and
palpable difference between East and West. Works like
Sombart’s Der moderne Kapitalismus (4 volumes, 1902-16) have
need to be supplemented with intensive investigations into East-
West questions regarding the ancient and medieval history of
agriculture, manufacture and commerce.

Asia and Eur-America

Notwithstanding the divergences of latitude and longitude
and notwithstanding the differences in the make-up of the
blood among different races, economic anthropology as well as
the history of inventions furnish us with what may be described
as parities, equations o identities and at any rate similarities 1o
the ideals as well as technical and other attainients of the
diverse races of the world.

It should be observed at the same time that technocracy 1s
not, as Spengler believes, entirely soulless. The pessimistic phi-
losophy of life propagated by him in Der Mensch und die
Technik (Munich, 1931) cannot be the verdict of the factual
and realistic history of mankind from the carliest times until
today. It is not possible to agree with him about the relations
between techno-economic vaclopment and other phases of
“culture” or “civilization” in regard to any period of objective
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history. Nor are there any sensible evidences to bear out his pro-
phecy that the age of Technik or machinism is declining and
almost coming to a catastrophic close. Technocracy is not
rendering mankind as soulless or unspiritual as he suspects.

It is necessary at this stage of world-reconstruction to focus
the attention of scholars on some of the parities or equations
in the field of economic structure and materialistic civilization.
In the place of the traditional ideas regarding racial and geo-
graphical differences in the so-called types of culture we are
presented with differences or distances, ie, “lags” in time
only. The fundamental features of world—economy, pragmat:i—
cally considered, are found to be the same in the different peo-
ples. It is only proceeding step by step or rather stage by stage-
from epoch to epoch: the differences between the peoples are
in the main but differences in the stage or epoch. The equations
that can be established reveal but the distinctions between
eatlier and later, go-ahead and backward peoples. The same
economico-technocratic features are appearing today in one race
or region, tomorrow in a second, and the day after tomorrow
in a third,

These facts of parity are the causes of Spengler’s pessi-
mism in Der Mensch und die Technik. He finds that Japan,
Russia, the Far East, India, and Latin America have started
on the career of modern technocracy, capitalism and industrial
expansion. These backward races are competing with his
Vikings and Nordics. Albinocracy, the doctrine of white
superiority, has been getting a seties of tremendous shocks.

The “curves” of life in economic theory and practice as
manifest in the modern East are more or less similar to those in
the modern West  If one were to plot out these curves dia-
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grammatically one would notice that the Asian sertes ran almost
paralle} to the Eur-American. The “trends™ of economic evo-
lution would appear to be hearly identical in the most signi-
ficant particulars and incidents of thought and experience.

The exactnesses of the mathematical and ““positive’”
* sciences, are, however, not to be expected in-the human and
moral disciplines. But certain “equations” may stll be dis-
covered in a comparative estimate of East and West in modern
umes. By placing the Asian curve in the perspective of the
Eur-Ametican one ight establish a number of identities for
the modern period—although, of course, not without “buts”
and “ifs”.

But, in any case, taking Asia as a whole one would come
to the conclusion that the economic endeavours in the different
regions of the Orient are mainly but repetitions of modern
Eur-American developments in their earlier stages. The
following economico-technocratic equations may be established
on the strength of positive data: .

() New Asia (c. 1880-18g0)=modern Eur-America

(c. 1785-1830).
(z) Young India (¢c. 1935-1940)= Eur-America {c. 1848-
70).

In the first equation, Asia comprises Turkey and Egypt,
indicating that the entire Orient from Tokyo to Cairo was
witnessing a technical and social transformation roughly corres-
ponding to the re-making of the West during the epoch of the
“Industrial Revolution” as defined in the previous section.

1785 is generally taken by me as the year I of the indus-
trial revolution. It was in this year that the steam-engine was
~ Frst employed irr the cotton weaving mull atr Papplewick
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in Nottinghamshire (England). The industrial revolution thus
inttrated is described in my writings as the “first” industrial re-
volution of modern times. In reality it is the last of numerous
industrial revolutions that preceded it since the Paleolithic times,

The second equation has speciél reference to India, inds-
cating that Japan and Turkey as well as China, Iran and Egypt
will have to be comprehended by separate, pethaps, five
different cquations. There are likewise to be separate equations
not only for Hedjaz, Palestine, Sytia and Iraq but also for
Afghanistan which has for some time been enjoying lime-light
as a somewhat serious and sincere youngster attempting -the
alphabet of modernism in  techrocracy and  economic  life.
Siberta can have its own equation. Separate equations are to be
seen for Burma, Thailand (Siam), indo-China, the Philippines,
and Indonesia.

- The modern East 1s about two gencratlons behind the
modem West in technocracy and socto-economic polity. In the
birth of New Asia one force has been contact with and example
of modern Western progress. The second force is to be found
in the cultivation of science and industrialization, however slow
and halting. Antipathy to foreign domination, intervention or
concession has been one of the most profound formative forces.

The inspirationy detived from the economic, political and
cultural achievements of ancient and medieval Asia is another
{ormative force in the New Orient.  This “romantic”” appre-
ciation of the past is, however, intimately associated with modern
historical, archzological and  anthropological  scholarship.
Nationalism, 1n so far as it is an aspect of romanticism, is thus
ultimately to be traced, therefore, in the main to Western edu-
cation.  This began to bear fruit amohg the pionecrs of the
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new life and thought in Asia beween 1850 an’d 1886 and has
been more or less democratized ﬁltcring down to the masses
since then.
The process of Asia’s rebirth may be said to have begun
c. 1850 and taken about one generation or so, thus: —
1. Western Asia (Turkey, Egypt and Iran): 1857
(Crimean War) to 1876, 1882, 1890.

2. Southern Asia (India): 1857 (Mutiny) to 1886.

3. Japan: 1853 (Commodore Perry) to 1867-1889.

4. China: 1842 (Nanking Treaty) to 1898.

Economico-technocratic modernization was already in evi-
dence on the Asian continent at different points more or less
simultancously during the decade from 1880 to 18go. But the
rate of growth for different iegions since then has been different.

For instance, the distance or lag of some 50 years that
cxisted between Japan and Eur-America (p. 14), say, about 1386,
has been made up to a very considerable extent; so that the
approximate economic equation of world-economy at the present
moment would perhaps be indicated by the following
statement :

Japan (c. 1935-40)= Eur-America (c. 1910).

That is, while India continues still to be some two gene-
rations or so behind the modern West in industrialism and its
allied philosophies, the distance that existed during the decade
18804890, Japan has succeeded in catching up with the go-
aheads by more than a generation. And to that extent Japan
today is ahead of contemporary India. :

It is already clear that in techno-economic development
Asta is not one or uniform. There are many Asias. In Eur-
America also, techno-economically, there 1s no uniity or uni-
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formicy.  The developments are diverse and point to different
stages of growth. There are many Europes and many Ameri-
cas even today. (Infra, p. 23).

Indian Economy and West-European Economy

It is not the place hete to go into details about the techno-
cratic and economic transformations of the modern world. But
those transformations may be indicated in four succe:snve petiods
beginning with the new conquests of technocracy in which
England commenced pionecring thc'wozld,a.twut 176&85 The
following scheme exhibits the West—Europgaz‘:”Econ-omy and the
Indian Econo,i’ny in four periods of transformation, which, how-
ever, from the nature of the case cannot be synchronous or
identical. In regard to West-European Economy the British-
German equations are being shown for cach of these périods.
The French equations with Germany or with England are being
given for the first ewo periods only. In regard to India it is the

.equations with Germany as a “‘relatively late” comer and with
England as the pioneer in the domain of modern technocracy
and industrial revolution that are chiefly- pointed out while the
relations with France are indicated only incidentally. It is to
be observed that the categories, “‘industrialization,” ““first
industrial revolution’ and “‘second industrial revolution” have
reference to different degrees in the intensity and extensity of
‘the socio-cconomic transformation as measured by per capita or
per sq. mile values. In any case, they are arbitrary and scientifi-
cally anything but definite. International statistics, besides, are
very incomplete and very uncomparable, and therefore, must
not be made too much of. And yet some amount of precision
for gencral purposes can be obtained,—provided we take care
3
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to guard ourselves against the monistic economic determinism
of Karl Marx,—from an examination of the equations of com-
parative industrialism and technocracy.

* Be it observed, however, for scientific clarity that a com-
prehcnsive work dealing with the statistical indices, as explained
above (pp. 3-4), and comprising the diverse countries of Asia and
Eur-America for the world-economy since c., 1785 1s a great
deslderatur;‘ Ir. is but a small number of equations that the
present aumor ha:s, been able to establish in his previous publi-
cations. Regrcttgl,i-}ﬂmog&b ],t; may not be possu)le to produce
the desired work:, Qﬁ’;rzc strcngth of library facilities available in
India. R

The epochs of technocratic and economic transformation
for modern times are exhibited in the following table: ®

. 1 I
West-European Economy Indian Economy
1785-1830. 1793-1853,
The firse “Industrial Revolu-  From the DPermanent Settle-

ton”’ of modern tmes is consum- ment n Bengal to the first cotton -

mated in England. The age of mill in Bombay. *“‘Commercial

5 Cf. H. Hauser: Les Débuts du Capitalisme (Paris, 1931), pp. 42-44.
309-323, where the tetms “industry,”
subjected to careful sociological criticism. The strength and weakness of the
cconomnic interpretation of history have been examined at length in R.
Michels: Corso di Sociolog:‘a Politica (Milan, 1927) PP 1517, 47-52. 81-8s.

_For carlier stages in the modemn economic development of Germany
sei A, S Waltershausen:  Dentsche Wirtschaftsgeschichie 1815-1914 (Jena,
1923), pp. 8o-105 and F. Zaha: Bayerns Entwicklung Seit 1840 (Munich, .
1915), pp. 2-14, 41-54. The more or less primitive conditions of Italy in the
second half of the nineteenth century may be seen in V. Porri: L’Evoluzione
Economica ltaliana dell'wltimo Cinguantennio (Turin, 1926, and R. Morandi:
Staria della Grande Industria Italiana (Bar, 1932). For corresponding condi-
tions in France see Levasseur: Questions ouuritres et industrielles en France
sous la troisiéme république (Paris, 19o7) und Meurtiot: Des Agglomérations
wrbaines dans I'Europe Contemporaine (Paris, 18g7).

revolution,” “capitalism,” etc. have been
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modern technocracy commences revolution” tn India on account of

its career. But France (1830) and contacts with Europe through

Germany (1830)=England (1785- England. No new “industties.”

1800).

« I
1830-70.

The first Industrial Revolution
progresses in France and some-
what later in Germany. But Ger-
many (1870)=England (1830-48).

Rising birch-rate in the West-
European economy (1841-80).

III
1870-1905.

In modern technocracy  Ger-
many (19os)=England (1g05).
The epoch of “world-economy” in
tts most pronounced phases comr
mences with the opening of the
Suez Canal (1869).

The decline commences in the

birth-rate (1881-90).

India  (1853)=England  (178s)
s mplamst France
puimze).
» =ibmest - Germany
(1815-30).

11
1853-85.
“Industrialization” (but not in-
dustrial

revolution)  commences

slowly and in a weak manner.
India (1885)="France (1848).
= Germany (1848).
=England (1800-15).

11
1885-1905.
Indusitialization continues at a
slow rate. The intelligentsia 1s
growing self-conscious and wants
to achieve a veritable industrial
of the modern

attern. The ecgnomic __ senti-
p L s

“revolution”

ments of the RS
Congress (1386)  toad ofe-
Boycott-Swadeshi-Swaraj = revolu-
tion of the Bengali people (1903).
India (1g05) =Gcrrﬁany (1850-60).
=England (1815-30).

Rising birth-rate in India (188:-

1910).
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v
1905-40.

The “second” Industrial Revo-
lution’ of modern times progresses
in Germany, England, (the U.S.A.
countties).

“Rmtiomlizatign’;. and Techno-

and  some___gther
cracy of the latest patterns
paramount.® ‘

The epoch of world-economy
intensified, among other factors,
by the opening of the Panama
Canal (1915).

The decline in birth-rate conti-
Buc  anti-birth
movement commences in France

nues. control

THE EQUATIONS OF WORLD-ECONCMY

IV
1G05-40.
Industrialization somewhat ac-
centuated on account of the

Swadeshi-Movement and World-
War 1 (191518) as well as
World-War II (193g- ) to a
certain extent. But it yet hardly
constitutes an industrial “revolu-

of che West-

European pattern in terms of per

tion”’ modern
capita or per sq. mile values.
In technocracy and industrialism
India (1940)
=Germany (c. 1865-70).
=England (c. 1830-48).

The decline in the birthrate

commences (1910-30).

and Germany (c. 1920-30) and
"England (c. 1935).

In the above tablean économigue the processes of trans-
formation are identical on both sides, the West-European and
the Indian, The chronological backwardness or sociocultural
lag of certain regicns in the West-European economy in relation
to England the pioneer is quite clear. Equally clear also is the
chronological backwardness of economic India in relation not

onlw e[
r'd

but to the West-European economy as a whole.

\.W,,z

In technocracy and industrialism India ar 1905, i.e., when

Eqmtions in Birth-Rates

the Swadeshi revolution of the Bengali peop-le' commences, 1s

6 Hirsch: Die Bedewtung der Rationalislerung fiér das deutsche
Wirtschaftsleben (Berlin, 1928), pp. 370-408. Sce also Organisatorischer
Aufban des Reichsverbands der dentschen Industrie (Berlin, 1920), pp. 100-184.
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about 45-55 years behind Germany and about 75-go years be-
“hind England. The general economic and social conditions of
the Indian people, as well as their matertal standard of life and
efficiency, are at this time on more or less the same level,—
allowing for the differences in climate and manners,—as n
these West-European countries between 181 5 and 186o.
There 1s nothing extraordinary, therefore, that the birth-rate
~tendencies, namely, in the direction of ascent, which prevailed
in these regions in those carlier years should manifest them-
selves along general lines in the Indian economy durng this
period (1881-1910). It is under the more or less identical
conditions of “temperature and pressure,” to use a phrase from
physics, that the more or less identical birth-phenomena,
namely, the nsing birth-rates have taken place. Only, the
petiods of time during which the conditions have developed are
some three decades apart from each other, the third period of
the Indian Economy corresponding with the second period of
the West-European.

The next phase in both these economies is a declining
birth-rate.  The decline commences in the West-European in
the third period but in the Indian in the fourth period. This
decline, is, however, quite a curious phenomenon.

The third and fourth periods of the Wcst~European Eco-
nomy are, if any thmg but continuations of the, prcvmus two
periods in technocracy, industrial revolution, etc.  We: have here
indeed the beginnings of real “‘world-economy” and what may
be called the “second” industrial revolution of modern times,
altogether an expansion and intensification of the economic
prosperity which commenced about 1760-1830. And so far as
the Indian Economy is concerned, the fourth period has like-
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wise witnessed nothing but the accentuation of all the technical
and financtal forces which operated in the third. The progress
of industrialization in India has certainly embodied itself during
this period in such productive enterprises and items of consump-
tien as sharply distinguish it from the third as moving on a
higher plane. Material prosperity has grown in India as in
Western Europe, although undoubtedly at different rates, in
recent years.

Should the growing economic prospetity be a concomitant
factor with the rising birth-rate in certain periods of West-
European and Indian life-history, the birth-rate ought to con-
tinue to rise during succeeding periods which witness the
continuity, nay, expansion of the economic prospérity. But the
actual facts of international vital statistics happen to be the
exact opposite of what is ldgically expected. Instead of the
birth-rate rising higher or at any rate maintaining a higher level
with the larger doses of industrialization, technocracy, world-
economy, and material prosperity, it has actually fallen and has
been going down lower and lower. And the decline is patent
as much in the West-European Economy as, although not subs-
tantially, in the Indian.” The results of the anti-birth control

movement are not yet mentionable.

Western Enrope and the Balkan COmplex

Within the limitations to which all economico-technocratic

cquations as attempts at measuring magnitudcs bcaring on ‘‘un-

7 The present author’s Quozienti di Natdlita, di Mortalits ¢ di Aumento
Naturale nell'India Atinale nel Quadro della Demografia Comparata in the
Proceedings of the International Congress for the study of Population (Rome.
1931; “The Trend of Indian Birth Rates” (in the Indian Journal of
Economics, Allahabad, April and July 1934). -
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exact” sciences are bound to be subject it should be equaily
possiblc to indicate, for the purposes of comparative statistics,
the rates of growth in the line of modernization for different
regions of Eur-America as well. * France and Italy do not exhibit
the same pattern of technocracy in contemporary Europe as -the
Anglo-German, cconomies. In 2 general manner we may speak
of a dichotomy 1n Europe as regards technical and 1industrial
developments. The entire West is not one in industialism,
technocracy, economic planning, socialism or the corresponding
philosophies.  There are Europes and Europes  as there are
Americas and Americas. (p. 17). To take one instance, that of
Germany, we should find the following equations (p. 19):
(1) Germany (c. 1870)=Great Britain (c. 1830-48).
but (2) Germany (c. 19o5)=Great Britain (c. 1905).
The frse equation says that about 1870 Germany was
tremcndously behind Great Britain, say, by a whole generation.
But by 190s, i.e., in 35 years, she, first, made up the distance,
and secondly, caught up to the latter. She was indeed on the
point of crossing the equation-limit. World-War 1, i.e., the
war of 1914-18 should appear socio-philosophically to be nothing
more than the dramatic demonstration of this disturbance of
the economico-technoctatic equation or societal equilibrium in
the international field. World-War 11, s.e., the war of 193g—
1s but a continuation of the same armageddon of the twentieth
century constituting its second round.

While discussing the capitalistic developments in England
Sombart observes in Der Bourgeois (Munich, 1923) that to-
watds the end of the nineteenth century England was showing
signs of decline. This is not an acceptable position.  One
should rather point out that, relatively to England, industrial
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and capitalistic Germany was rising. This does not, however,
imply that there was an absolute fall in England. -

An important landmark in the technocratic and industrial
progress of modern Germany is furnished in Soziale, Kultur
und Volkswoblfabrt (Social, Cultural and National Welfare)
published at Berlin in 1913 to commemorate the first 25 years
of the reign of Wilhelm II. In this volume there is a paper
on Die Entwicklung des Volkswoblstandes (The Evolution of
National Prosperlty) by Karl Helfferich. The paper may be
smrrled out as a contribution of substantial value on the relatlons
between technocracy and economics and the estimates of
national wealth and income.

In 1919 the Repport général sur Uindustrie frangaise was
published by the French Government in order to present a
survey of French industries at the end of World:War 1. The
picturé is not as imposing as that of Germany 1886-1g11
exhibited by Helfferich and others.  Wygodzinski's Wandlun-
gen der deutschen Volkswirtschaft im neunzebnten Jabrbun-
dert (Cologne, 1907) and Schumacher’s Wanderungen der
Grossindustrie in Deutschland und insbesondere in den Ver-
einigten Staaten (published in Schmollers Jabrbuch, Leipzig,
1910) could not be written about industrial France. In the
perspective of Lippincott’s Economic Development of  the
United States (New York, 1924) also French economy of the
techno-industrial type would appear to be at a considerable
lag. Italy’s techno-industrial transformations ate later “than
France’s and arthik unnati (economic progress) in the modern
sense slower. Iralian lags vis-d-vis France and of course Ger-
many, the U.S.A. and England are manifest in the pictures of

lingering primitivism or semi-medievalism as furnished in certain
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sections by Morandi in Storia della Grande Industria ltaliana
(Bani, 1932) and Porn in L’Evoluzione Economica Italiana dell’
Ultimo Cingquantennio (Turin, 1926).

The equations discussed here involve two fundamental
considerations in the problem of arthik unnati (economic
progress). The first has reference to the fact that during his-
toric and even pre-historic periods the evolution of mankind
has been continuous, although not without ups and downs,
cuts and breaks. And the second invites us to note that the
development has been in the main along uniform lines,
although not without diversities in regional and racial context.

An analysis of economic life in the Balkans® would lead to
the result that Jugoslavia, Rumania, Bulgaria, Greece, Tutkey, |
etc. represent almost the same stages in technological evolution \
in which India finds herself at the present day. Almost each
one of the states that lies between the German and Russian
spheres and between the Baltic Sea 2nd the Eastern Medi-
terranean is an India in miniature. Economically speaking,
each of these states as well as Soviet Russia embody the efforts
of semi-developed and more ot less chiefly agricultural peoples
at imbibing the culture of the more advanced Westetn Europe
and America. They represent the processes of “acculturation”
by which Eastern Europe is finally tending to bid adieu to the
lingering vestiges of the feudal-agrarian system,—the medizval |
economic organization and technique,—which disappeared more

8 For more or less similar dideas about the economic dichotomy of
Europe see Delaisi: Les deux Europes (Paris, 1929); W. Woytinsky: Die
Tatsachen und Zablen Europas (Vienna, 1930); A. Reithinger: Das wirt-

schaftliche Gesicht Europas (Stuttgart, 1936), and E. Wagemann: Der neue
Balkan (Hamburg, 1939).
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or less partially in England, the U.S., France, and Germany
between 1750 and 1850.

In point of industrialization, technocracy and capitalism
- the British, German and American standard is the highest in
the world. Nearly two-thirds of the European continent are
in the more or less undeveloped and medizxval conditions of
Spain. That is why the people of India should make 1t a
point to study the methods and achievements of Spain, the
Balkan Complex and other second-rate and third-rate countries
of Eur-America. It would be a wrong policy for Young India
or Young China always to talk of England, Gn:rmany and
America - while organizing industrtal and  other economic
movements or planning the post-war reconstruction of India or
China. (Cf. Fong: Post-war Industrialization of China,
Washington, 1942). .

Modetn economy has been advancing from the West to
the East. Thete is no region today more significant for the
development of India or China than the Balkans, Central-
Eastetn Europe, the Baltic states and Russta, The problems
that are being fought over and settled in these territories,—
generally described as the “‘Balkan Complex” by the present
author,— are identical in many ways with the problems that
await solution and are challenging the industrial experts and
soctal workers of India as of China and other backward regions.

Giants and Pigmies in Machinism
Here it may be worth while to furnish a realistic illustra-
tion of the grades of industrialism and technocracy from the
contemporary world-economy. There are technocratic glants
and there are technocratic pigmies in the world today. On the
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strength of reliable statistics 1t is possible to divide the indus-
trial nations into higher and lower groups. In the analysis of
the theory of arthik unnati (economic progress) and the equa-
tions of world-cconomy this, indeed, is a main item. Let us take
machinism as the index. _

The consumption of machines is the most basic element
in technocracy and industrialism, In 1925 the world’s con-
sumption of machineries of all sorts is geographically distributed-

mainly as follows : ®

-

Group L
Value of Machineries Percentage of
Regions Consumed in Million World-consumption
‘ Marks. '
1. USA 11,475 52°0
2. UK ) 2,375 : 107
Germany 2,264 103
Group 1L
4. Canada ' 877 " go
5. France 563 25
6. Russia - 561 25
7. Iltaly 387 18
8. Japan 324 15
9. Australia 292 : 13
10. India 225 ‘10
Group 1L
11. South Africa 99 o4
12. China : 54 o2
13. New Zealand 46 o2

Per head of population in each region the consumption of
machinery works out as follows in 1925

9 Die wir-tscbaftlicbm Krifte der Welt (Berdin, 1930).
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Group L Group IL
Regions - Values in Marks Regions Values in Marks
1. USA. 994 7. France 145
2. Canada 985 8. S. Africa 141
3. Australia 487 9. ltaly 99
4 UK. 428 10. Japan 54
5. Germany 362 11. Russia 43
6. New Zealand 32'9
Group I1L
12. India o7
. 13. China 01§

The second table is more important for the purposes of
comparative industrialism and technocracy. Per head of popu-
lation India consumes only 07 Matk (say Re. 0-8-0) worth of
machineries. China’s position in this respect is worse as she
consumes 015 Mark worth. China and India are then the
greatest pigmies by the standard of machine consumption.

"~ It is interesting to see that Russia, Japan and Italy are
among the last in Group II, being somewhat ahead of India.
The Gosplan was not yet started in Soviet Russia in 1925. Her
primitive character is quite palpable in the 4'3 Mark worth of
" machine consumption. Equally manifest are the backward
conditions of industrialization in Japan and Italy (Infra,
FP- 39-40)-

The backwardnesses of Russia and Japan in the consump-
tion of machinentes at 1925 convey a special meaning today in
the milien of World-War II. By December 1941—April 1942,
i.e., in the course of some sixteen years, Japanese machinism
grew so powetful as to suspend the American Empirc in the
Philippines, the Dutch Empire in Indonesia and the British
Empire in Burma and to command half the Pacific. Evidently
machinistic backwardness need not be everlasting and can be
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cotrected within a very short period of time. Similar is the
message of Russta’s backwardness. The first five-year plan was
introduced in October 1928. But in the course of some twelve
years Soviet Russia succeeded in digesting enough machineries
to be able to halt the supermachinistic Germany’s advances 1n
two successive writets (1941-43). It does not take centuries or
generations to get machinized and technocratized. Not less
noteworthy is another lesson of the technocratic developments
in Russia and Japan since 1925. The Japanese machinistic and
industrial planning is capitalistic or bourgeois whereas the
Russian is communistic. Evidently, technocratic advances can
be consummated under any auspices, capitalistic or non-capi-
talistic. The chief desideratum is the patriotic and effective

will to industrialization (Infra, pp. 37-38).

Japanese and Russian Uniformities

We shall now turn our eyes to some other aspects of the
cquations. The uniformities in the process of modern socio-
economic transformation can be well illustrated from two fun-
damentally different regions. One is Japan with her old Asian
background. The other is Soviet Russia which has embarked on
modernization after doing away with the wotld-wide capitalis-
tic system, And yet cach is following identical teachniqueg, for
instance, in housing economy.

In the social processes bearing on house-planning or hous-
ing reform Japan has had no specific patent. In 1920 a
Governmenc investigation established the fact throughout Japan
that there was a shortage of 122,000 houses. The Japanese
Government has been encoutaging public bodies since 1918
with low interest loans (48 per cent.) in order to enable them to
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undertake the construction of cheap and sanitary houses. These
Fouse-building societies have been provided with timber from
state forests at low prices. The freight charges for the trans-
portation of building materials to be used by such bodies have
also been reduced. By December, 1932, there were 261 public
housing assoctations of diverse categories in Japan including the
municipalities of Osaka, Yokohama, Tokyo‘and other cities.
They buie altogether 33,500 houses at the total cost of
43,420,000 yens.'

By the Public Utlity Societies of Housing Act, 1921,
Japan brought into existence a number of associations with the
object of enabling their members to possess their own houses
through sclf-help. - They were endowed with privileges in
regard to taxation, acquisition of land, etc. Loans from the
state were likewise rendered available to this class of societies.
By the end of 1932 there were 2700 societies of this category
with 30,000 members and they spent altogecher 67,000,000
yens in building schemes.

In 1925 as the result of a country-wide investigation 217
slum quarters were discovered with 72,600 families and
309,000 inhabitants. The quarters were found to be damp by
nature, the roads narrow, intricate and unpleasant, the houses
small but not all compact, and of course lacking in light and
ventilation. The Slum Clearance Act was passed in 1927.
Down to 1932 the amount of subsidies received by public slum
clearance bodies in Tokyo, Osaka, Nagoya, Yokohama and
Kobe amounted to 3,500,000 yens. . In accordance with the
provisions of the Act the state subsidy is somewhat less than

10 Socisl Work in Japan (Bureau of Social Affairs, Tokyo. 1934),
PP 44-48. CL European Housing Problems (Geneva, 1923).
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half the expenses.”” British or German: state socialism 1s thus
being followed in Japan. '

Be it observed, incidentally, that the U.S.A. happens still
to be in the main a follower of laissez faire in housing policy.
It thus differs fundamentally from other Western countries as
well as from Japan. ' '

As for the social processes involved in housing reform or
urbane reconstruction generally, Soviet Russia can hardly show
anything different from any bourgeois country. Between 1926
and 1930 the tramways were extended by 6o per cent., canali-
zation by 40 per cent. and electric lighting by 34 per cent.
throughout Russia.  During the same priod 29,000,000
square metres (1 metre is a lictle longer than a yard) of houses
were built for the working classes.” Housing provision was
thereby made for 1,000,000 industrial workers,

Previous to 1918 clay huts were the rule among workers.™
In Ukranta 4o pe: cent. of the workets used to live in such huts,
The first Five Year Plan changed the housing conditions in this
region as in others. In the republics of nop-Russian nationali-
ties housing improvements were likewise effected as showh by
the amounts spent. The following figures embody the new
accommodation in the regions mentioned aginst them:

Regions Housing Expenses
1. - Uzbekistan oo 488 million roubles
2. Tadjik Republic e 165, "
3. Turkoman ,, v a78 "

11 Social Work in Japan (Tokyo, 1934), pp. 49-51. For Amcrican
housing policy as contrasted with the European see Edith Wood's paper in the
Encyclopadia of the Social Sciences, Vol. VII, (New York, 1932), pp- 511-517.

12 Summary of the Fulfilment of the First Five Year Plan (Moscow,
133), p. 202,
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The Russtan monetary system 1s not at all comparable with
that of the bourgeois economies. It is entirely atbitrary and
thoroughly elastic, managed by the government according to
its own conception of the people’s requitements. The prices of
the Sovietic economy are likewise not to be understood in terms
of the quantitative theory of money. They have no liaison
with competition in demand or supply. The economy is totally
non-competitive in every sphere, being regulated exclusively by
the state in accordance with its plan or programme of the wel-
fare of diverse classes. Hence no attempt should be made to
interpret  the roubles in terms of the foreign currencies and
prices. (See Ch. IV, the section on “The Non-competitive
Economy of Soviet Russia”).

Dozens of new towns grew up in these 1epublics of non-
Russtan nationalities and along with them new houses of varied
types. '

During the period of the Gosplan 1. (1928-32) housing
accommodation was being provided in Soviet Russia i the
manner indicated in the following schedule: "

Year Area built
1928 ... 162 million square metres
1929 .. 167 » ” "
1930 e 173w ” "
1931 o8, ” "”
1932 v 185 ., ” 1
Total v 865 w » »

The total building area cprnprised 865 million sq. metres.

Over 4,000,000,000 roubles was spent on housing.

«

13 Summary, ctc., p. 201. See also Pribram’s paper in the Encycl. Soc.
Sc., New York, Vol. VIL, loc, cit.
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The new housing spaces provided in the mammoth cities
during the same period were as follows «

1. Moscow ... 2o million sq. metres
2. Leningrad e IS5 sy e
3. Kharkow © 503000 n &
4. Gorky 456000 s n

The housing arca in the Donbas region, a new industrial
arca, was doubled. - Another new industrial area, the Urals,
got 24 times the housing it had previous to 1928.

The housing budget of Moscow in 1931 was fixed at
80,000,000 roubles. = Between 1926 and 1930 nearly
2,000,000 square metres (1 mette is a little longer than a yard)
of housing was provided. The number of residential buildings
thus created was 5,000. The reconstruction ot Moscow during
this period comprised, among other things, the establishment
of 5 mechanical bakeries, 15 laundryhouses, the extension of
electricity and heating arrangements, and the extension of
stteets.  The plastering of streets covered 575,000 square km.
(1 km.=3g mile). The operations of the Improvement
Trusts in Calcutta ard Bombay may be noted while watching
the Bolshevik reconstruction of Moscow in order to visualize the
identity of technical processes involved in the two regions.
The 1dentity is to be undetstood only in the formal pattern and
not in the numerical or qtlantitarive proportioas which cannot
be properly compared for want of total figures from the different
centtes 1n the two areas concerned.

ldentities in Public Health Planning
The uniformities between Japan and Russia in housing
policy are but samples of uniformity in modernization between
2ny two regions of the world-economy. Housing is allied to pub-
5
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lic health and nutrition questions. In this latter field also
laggards employ the same methods and techniques as go-aheads.
The subject has been dealt with at length in the present
author’s Villages and Towns as Social Patterns (Calcutta, 1942).
Identities in public health planning are manifest as much bet-
ween Germany and Japan, as between England and France or
Italy and India. The differences are noticeable chiefly in the
finance invested in public health and the tempo of sanitary pro-
gtess," as embodied in the improvement of the expectation of
life, the control of diseases, decline in mortality etc.

One item is being singled out to indicate the present posi-
tion of the health patterns of mankind. The expectation; of
life (at o age) in twentyfive regions of the world is indicated in
three groups (for males, the female index being somewhat
higher). The Annuaire Statistique de la Société des Nations
(Geneva, 1937-38, pp. 48-50) gives the indices as follows:

Group 1.
A Above 50 years
1. New Zecaland 650 (1931) 8. Great Britain 6013 (1936)
2. Australia 6348 (1932-34) 9 Germany 59:86 (1932-34)
3. Denmark 620 (1931-35)  10. Switzetland 59-25 (1929-32)
4. Holland 619 (r921-30) r1. Canada 5896 (1930-32)
5. Sweden 61-19 (1926-30)  12. South Africa 5778 (1925-27)
6. Norway 6098 (1921-31) 13- Ireland 5737 (1925-27)
7- USA 6072 (1935) 14. Belgium 560 (1928-32)

14 A. C. Chauerji: Problem of Rural Reconstruction Work (Calcutta,
1938), Bengal Public Health Report 1939 (Calcutta, 1941), Problem of
Malaria in Bengal (Calcutta, 1939); A. C. Ukil: Some Aspects of Public
Fiedlth in India (Presidential Address before the Medical and Veterinary
Research Section of the Indian Science Congress held at Benares, 2-8 January
1941); J. B. Grant: The Health of India (Oxford Pampklet, Calcutta, 1943).

For the sanitation budgets of modern states see the Annuaire Sanitaire
International (Geneva, 1928); Germany, pp. 66-69, France, pp. 413-423, Ialy,
P+ 537: Japan, p. 554, England and Wales, p. 825.
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15 Latvia 55'39 (1934-36)  18. Esthonia 5312 (1932-34)
16. France 5430 (1928-33)  19. Czechoslovakia 5192 (1929-32)
17. Italy 5376 (1930-32)  20. Finland 5068 (1921-30)
Group IL Group IIL
Between 4o-50 years Between 20-40 years
21. Bulgaria 4592 (1925-28)  24. Egypt 3ro (1917-27)
22. Japan 4482 (1926-30) 25 India 2691 (1931)
23. Russia 41°93 (1926-27) 22'59 (1911)

From New Zealand’s expectation of life at 65 to India’s at
269 the scale is quite extensive. Anglo-German-American
parity is intetesting, as also the Franco-Italian. The Russo-
Japanese neat-patity cannot fail to arrest the attention. A
great deal of the divergences in the expectation of life is to
be explained by the doses of finance placed at the disposal of the
people by the state. The “planification” of a high expectation
of Life or adequate “nutritional minimum” is to a considerable
extent a function of socialism in public health administration.

Rationalization in Backward Economies

The existence of economuico-technocratic or socio—egonomic
“lags” does not imply the comprehensive or totalitarian back-
wardness of an economic region in every held of activity or

-evety item.  Somc of the most uptodate features of technbcracy,
industrialism, capitalism or socialism are not out of the question
in regions of relatively primitive or backward development.
The Tata Iron ard Stecl Co. and the Burma Oil Company of
India may be cited as prominent instances of super-moderniza-
tion in business organization and rationalization in technique
although economic India as a whole is something like two gene-
rations behind che adults of the modern world.”  (Page 20).

15 Sce the chapter on “Traces of Rationalization in Indian Industry,
Commerce and Agriculture” in B. K. Sarkar:  Economic Development Vol. I,
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Neither 1n finance-capitalism nor in labour-power or
socialism is the Japanese economy per head of population as
highly developed as the American, British or German. Yet in
rationalization. Japanese economy is in certain items on a par
with, nay, superior to these ultra-modern economies.

In the mixing section of Japan's textile industry raw cotton
_comes out automatically.” Today one operative petforms the
work that used to be done by several a few years ago, The
blowing section now knows only one process in the place of
previous two. In coarse roving the Japanesc-invented Simplex
fly-frame has succeeded in eliminating one process. Costs have
been reduced to 8o per cent on account of high draught system
combined with Simplex. Then there are the automatic looms.
Japanese wotking men operate 8 ordinary looms and 30-40
automatic looms per head. A specimen of recent improvement

in efficiency 1s furnished by the following table

Requirements per 10,000 spindles

Period Male worker Female worker Daily wages Index
in Yen

June 1929 612 2189 362'93 100

March 1934 261 1637 17429 48

In the coutse of nearly five yearé wage costs have been
reduced to 48 per cent.

Rationalizatton is no less in evidence in thc railway works
of Japan. The overhauling of steam locomotives takes place
today once in three years as formerly. But whereas n 1916 1t

(Calcutta, 1932, 1938). CE Hirsch: Die Bedeutung der Rationalisierung
firr das dentsche Wirtschaftsleben (Betlin, 1928).

16 L. Asahi:  The Secret .of Japan's Trade Expansion (Tokyo, 1934).
pp- 28, 31. See also Kamisaka: The Cotton Industry of Japan (Osaka, 1934).
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took 30 days, in 1932 it did not take more than g days. This
implied 400 man-days in the place of previous goo man-days.
Again, clectric locomotive overhauling of the Omiya railway
works used to take 14 days in 1922 involving 523 man-days.
In 1932 it came down to 8 days (283 man-days). The costs
wete reduced by 57 per cent.”’

While examining the equations of wotld-economy it should
not be reasonable to look for a metaphysical determinism or a
mechanistic rigidity in the economic structures. Patches of
modetnism ate likely to coexist everywhere with large areas of
diverse types of primitivism or medievalism in technique and
organization.

The relatively high industrial and technocratic backward-
ness even of Japan as of India can be envisaged from the follow-
ing consideration. The percentage of industrial workers to the
total population of a country is an objective test of its indus-
trial power. In India (1921-31) it 1s 14 only and in Japan
(1922-31) it is as low as 2'5-30. On the other hand, the
British figure (1927) is 107 while the German (1925) as high
as 155."°

Japanese victories since December 1941 in Burma, Malaya,
Indonesia, the Philippines, New Guinea, the South-west
Pacific and the North-east Australian waters have been achieved
in spite of this telative industrial backwardness. Similarly the
military triumphs of Soviet Russia in the defensive war against

17 Asahi, The Secret etc,, p. 41. See also G. B. Sansom: Economic
Conditions in Japan (London, 1933). '

18 B. K. Sarkar: Social Inswrance Legislation and Statistics (Calcutta,
1936), p. 18. See also the Jabrbuch der Berufsverbinde in Deutschland 1927

(Reichsarbestsblatt, 36. Sonderbeft, Berlin) for the comparative statistics of
trade-unions. '



;8 THE EQUATIONS OF WORLD-ECONOMY

Germany duting 1941-43 must not blind one to the relative
industrial backwardness of the Russian people as judged by the
Anglo-German standard, The equations of comparative indus-
trralism ot technocracy do not compel one to admit any symme-
trical, systematic or all-tound backwardness, ““lag,” parity or
go-aheadness in the relations between any two regions. Uni-
formity of development along all fronts of economic activity in
any fegion is not the assumption underlying these equations.’
(Supra, pp. 28-29).

The analysis of the achievements as well as socio-economic
lags of Soviet Russia as suggested in this study may be con-
firmed to a considerable extent by the recent first-hand
investigation of the Ametican author, Wallace Carroll, during
the third five-year period (1938-42). In the chapter on
“Soviet Aims and Hopes” in his We're in this with Russia
(Boston, 1942), Carroll exhibits the Russian lags vis-d-vis the
US.A. Not before 1960 or even 1970 can the US.S.R.
catch up to the American per capita output of 1929, says he
(pp. 219, 229). This American study appears to be an objec-
tive investigation and should be contrasted with Soviet Com-
munism A New Civilization? by Sidney and Beatrice Webb
(London, 1936), whose appreciation is more idealistic.

Incidentally, be it obscrved that Russia is treated by
Spengler in his Der Mensch und die Technik (Munich, 1931)
as a non-white, colonial or barbatian functioning on the same
level as Japan, India, China, Latin America and other laggards.
Spengler considers it a most ctiminal offence on the part of -the
“whites” (West-Europe and America), a treachery to albino-

19 CL. Industrial Labour in Japan (Geneva, 1933) and Factors in Japanese
Competition 1924-32 (Manchester, 1933).
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cracy that they initiated Russia and the other inferiors into the
mysteries of engineering, science and industrialism. It is tn-
teresting that he does not hate tcchnocracy,' after all. He is
upset simply because the backwards have become masters of this
gupta-vidya (hidden science, or scientific patent) of the superior
_ races. He would not have been pcssimistic if this knowledge,—
sclence and art,—had eternally remained the monopoly of
his Vikings and Nordics, a permanent “trade secret” with
them. In the context of this ideology his philosophy of Der
Untergang des Abendlandes (Munich, 191 7-22) acquires a
fresh orientation. The absolutist spiritualitarianism of that book
does not appear to have been maintained in the later publication.

Economic Turkey's Equations in Relation to

Political Independence

The equations of world-economy are not to be understood
as possessing any direct and necessary beatings on a region’s
political independence. Most of the regions in the two hemis-
pheres are economico-technocratically Primitivc, undeveloped or
underdeveloped. And yet very many of them happen to be
politically independent de jure of other powers. The regions
of the Balkan Complex, Poland, the Baltic Complex and so forth
in Europe are socio-economically almost as primitive as many
of the regions in Asia. And yet all of them formally possess
an independent political status in the international world.
Some of them are republican states. A few are democratic and
virtually every one is socialistic. Even in Asia not every techno-
economically undeveloped region is formally subject to a foreign
power. China is one example, Iran is another, Afghanistan a

third, Last but not least, Turkey’s political independence has -
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won the admiration of millions in the four quarters of the globe
on account of the heroic military exploits of Kemal Ataturk
against Greece (1920-22). Military-political achievements can,
then, go hand in hand with economic and cultural backward-
ness. (Supra, pp. 2829, 37-38).

Let us exhibit here a few data about Turkish ecoromic
conditions™  Tutkey’s equations in world-economy today are
those of a primitive economy,—by the German as by
the Anglo-American standard. In spite of the military and
political achievements Turkey continues to be a predominantly
© Agrarstaat. Her economy 1s almost exclusively agricultural,
The maximum potential of the Karabuk steel works
is known to be 200,000 tons a year. But in the third
quarter of 1942 it was near about 50,000 tons only. Be it
observed, however, that no non-Tutk is employed in these
wotks. The concern is 1009/, swadeshi. In the Sahatia river
valley iron ore has been recently discovered and the first
metallurgical plant was erected in 1941. Not before 1940 was
- copper mined at Ergen. The total output of this mine as well
as of that at Kuvarshan was some 8,500 tons. At Eshischir the
manganese output is not more than 8oo tons p4. The ol
fields of Turkey remain as yet unworked on account of the
difficulty of importing drills, compressors and machines. In
anty case the total output, if and when the fields are in working
order, cannot render her autarchic in oil ~ Her oil requirements
at the present stage amount to 150,000 tons p.4. In regard to
coal the output in 1941 at the Zonguldak coalfields was some-
what above 3,000,000 tons. , Chrome output was 182,330 tons.

20 “Turkey Since 1940” (Bulletin of International News, London
ig September, 1942). See also B. Ward:  Turkey (London, 1942).
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As regards agricultural resources, Turkey may become
autarchic in tea sugar in a few years. But she has a short-
age in wheat. The output in 1940 was 5,200,000 tons. In
wotld-trade Turkey is known for her exports of tobacco and
cotton. In 1940 the tobacco export amounted to 34,000,000
kilogrammes (1 kg.=2 Ilbs.) and cotion export to 300,000
bales.

", Even such an economy can'be the basis of political inde-
pendence. Evidently nationality, freedom, sovereignty, state-
hood etc. is not a function of the equations of wotld-economy.
It depends in the main on the kind and degtee of international
rivalries and on the power to utilize the vishva-shakti (world-
forces) in one’s interest.”* The Marxist doctrine of advaita
(montstic) economic interpretation ot economic detetrminism fails

in the field of pol.itical independencé as in many other fields.

21 B. K. Sarkar:  The Science of History and the Hope of Mankind
(London, 1912). Re. Turkey’s mancuvrngs in international cohjunctute see
H. Kohn:  Revolutions and Dictatorships (Cambridge, Mass., 1939).

6



CHAPTER II

WorLp-Economic Go-aAHEADS, LacGarps anD PrErs

Techno-Industrial Great Powers

It would have been somewhat obvious that the name of
industrial-technocratic giants is not legion. They are just a few
in, number, We have watched the consumption of machines by
different peoples. Let us now take note of the mote significant
creétivity, namely, the production of machines. In this respect
~also the world furnishes us with a very shote list of what may
be called industrial-technocratic great powers. (Supra, pp. 26-29).

In 1928 the production of machineries was distributed as
follows (in millions of Marks):*

Group I Group 1L Group 111
Countries Value Countries Value  Countries Value
1. USA. 17,126 4. France 620 9. Japan 240
2. Germany ‘4000 . Switzerland 330 8. Sweden 215

"3 UK. 3100 6. laly = 260 9. Australia &

New Zecaland 167

In the above table Group 1l is so far below Group 1. that
hardly any comparison is worth while. Even France may be
considered as a pigmy, i.e., as hardly any power in the presence
of the United Kingdom, so far as the production of machineries
1s concerned. The “big three”, namely, America, Germany
and England, are the only worthwhile great powers 1n this
regard. In 1928 Russia is not yet a machine-power.

1 W. Woytinsky: Die Tatsachen wnd Zablen Ewropas (Vienna, 1930),
pp. 157-160. For recent figures see the dnnuaire Statistique (Geneva).
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|Another index of leadership in technociacy and indus-
trialism may be secen in the power to export machineries to
foreign countries. In this field wotld-economy exhibited the’
following picture in 1928 (in million Matks):

Group L Group 1L Group IIL
Counries Value Country Value Countries Value
. USA. 1683 4 France . 250 5. Canada 85
2. Germany 1,169 6. Italy 35
3. United 7. Japan 17

Kingdom 1,025 8. Australia 9

The “big three”  among the exporters of machines are
identical with the same among producers and in the same order.
The others are virtually nowhere. Naturally, a very large number
of countries have no place on the map of machine-exporters.

In the export of electric goods we find the following values
for 1928 (in million Marks):

Group L. Group II
Countries Value Country Value
1. Germany 487 ; 4. France 5
2. USA. 437
3. UK. 251

The above table gives the figures for net exports, ie., after
deducting imports from total exports. Germany, America and
England, agam, appear as the dominants.

The “great powers” in the net export of chemlcals can
be seen in the following table for 1928 (in million Marks):

Group L | "~ Group 11 Group 111
Countries Value Country Value Countries Value
1. Germany 800 5. ltaly 85 6. Belgium 10
2. Chile 450 7. US.A 5
3. France 240

4. UK. 200
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Germany tops the list, France and England are far behind
her. Italy’s place is about as much behind England as
England’s behind Germany's.

In the net export of dyes the great powers can be placed
in the following order "

Group L Group 11 Group 111
Countries Tons  Countries Tons  Country Tons
1. Germany 42,600 3. Switzetland 8,700 5. France 2,100
2. US.A. 1,700 4. UK. 8,300

It is noticeable that powers, politically not very important,
¢.g., Chile and Switzerland, can figure on the export-map in
chemicals and dyes.

- Aviation is one of the greatest indices of industrial-techno-
cratic might. Indeed, it is a powerful differentium between the
“second industrial revolution™ of today and the “first industrial
revolution” of yesterday and day before yesterday. For 1928 the
air-powets of the world may be exhibited as follows:: ?

A. In Passengers B. In Freights and Post
Countries  Number Countries Tons
1. Germany 120,71¢ 1. USA 2,622
2. USA 52,034 2. Germany - 2,514
3. UK. 29,500 : 3. France 1,287
4. Australia 23896 (14 year) 4. UK. » 663
5. France 19,698

C. In Kilometers flown

Countries Km.
1. USA ... 16,853,000
2. Germany ... 11,450,000
3.~ France e 297,000
4. UK. <o 2,135,000

2 The figures for the air-traffic (1930-37) relating to Soviet Russia and
other countries may be seen in the Annuaire Statistique (Geneva, 1938),

pp. 203-206.
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In 1928 the great powers in aviation are, then, the U.S.A.
and Germany. In 1934 Germany is beaten by Soviet Russia in
kilometers flown. , \

We are convinced that the number of techno-industrial
go-aheads is very small. The economic world is essentially a
theatre of pigmies, juniors and backwards. This fact should
furnish a suggestive petspective in the study of the equations of
world-economy and the theory of arthik unnati.

Soviet Urbanization tbroagb Indian Eyes

One or two ttems of soctal economics will now arrest our
attention, For countries like India the distinction between
municipalized and non-municipalized populations is a real one
from the standpoint of numbers. The reason may not be
obvious to scholars working on the economic statistics of highly
developed countries.  As a rule, social scientists are likely to take
munictpalization and urbanization as synonyms or convertible
terms.  But v India municipalization is not implied.as a matter
of course in urbanization. The lag between urbanization
and municipalization, so far as India is concerned, can: be seen
in the following table for 1937:° '

1. Total Population 352,837,778 (say, 353 millions)

2. Urban Population (living
in settlements with 2,000

and abawe) 99,654,091 (say, 100 millions)
3. Municipalized Population 22,818,015 (say, 23 millions)
4. Proportion of 2 to 1 350 per cent.
5. Propottion of 3 to 2 228 per cent,
6. Proportion ¢f 3 to 1 64 per cent.

3 Statistical Abstract for British India, 1927-28 to 1935-1937 (Delhi,
1939) p- 76.



46 THE EQUATIONS OF WORLD-ECONOMY

R

We understand that nearly 100 millions are town-dwellers
while not more than 23 millions are municipalized. From the
standpoint of intethuiman relations we notice that 35 per cent.
of the total population is used to the urban morphology in so
far as the settlement with 2,000 and more inhabitants is to be
described as a town, But not more than 228 per cent of these
utbanized men and womety happens to be used to the mun.iCipal
morphology. And in the béckground of the total Indian popu-
lation the municipalized pattern works out at 64 per cent. only.

The relations between the urbanized units and the muni-
cipalized units can be seen as follows for 1937:

Categorics ‘ Number Total Population
1. Towns (with 2,000 and .
more inhabitants) 22,171 99,654,091
2. Municipalities ' 812 22,818,015

The figures indicate that there are 812 municipalities
while the number of urban complexes 1s 22,171. This yields
36 as the percentage. Municipalization has then hardly
touched even the fringes of urban formations. Once more 1s
India’s socio-economic backwardness rendered palpable 1n
considerable proportions.

. The dynamics of municipalization can be exhibited for
-what it is worth in the following scheme:

V Items 1917-18 1926-27 1935-36
1. Number of Municipalities 725 77 813
2, Municipalized Population 17,353:273 19,062,813 22,818,016

3. Committee Members of
Municipalities 9875 12,586 13:180

Municipal progress in 19 years from 1917-18 to 1935-36
ytelds the following equations:
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1. In the number of municipaliies, India (1935-36) 813=1"1 India
(1917-18) 725, ’

2. In municipalized population, India (1935-36) 22'8 millions=1-3 India
(1917-18)- 17°3 millions,

3 In committce members, India (1935-36) 13.180=1"3 India (1917-18)
9875

All the three equations belong to the formula of
Equation I, namely A (1940)=xA (1905) (Supra, p. 4).

The progress is statistically palpable but by all means very
low. Both absolutely as well as relatively, then, municipalism
as a social pattern in India is almost insignificant. The index
of municipalism being what 1t is, 1t is always expedient for India
to take interest in the world’s differential municipalism in order
to watch and get ready for the “next highér" flights.

The process involved in the transformation of social
patterns on a large scale is visible in Soviet Russia in the re-
making of rural-urban relations within a short period of time.
The rural regions got acculturated to the industrial workingmen
in large numbers. The reconstruction of villages, because of
this acculturation to the industrial proletariar, was consum-
mated tn much higher proportions than that of towns and cities.

The picture of Russian rural reconstruction in the perspec-
tive of urban. transformations from 1929 to 1931 on account of
the influx of industrial workers is exhibited below:*

4 Summary of the Fulfilment of the First Five-Year Plan (Moscow,
1933), pp. 187-88. For comparative labour statistics with special reference to
India see B. K. Sarkar: Social Insurance Legislation and Statistics (Calcutta,
1936), pp. 14-19-

For comparative statistics relating to the organized workers of the world
see the Jabrbuch der Berufsverbinde in Deutschland 1927 (Betlin, Reichs-
arbeitsblatt, 36. Sonderbeft).
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Regions 1929 1931 Index
(1929=100)
1. Ural-Kuzbas (Urals, Bashkira,
Kazakstan, Western Siberia) 1,452,800 2639500 1817

2. Central Asia (Turkmenistan,
Tadjikistan, Uzbekistan) 286,800 534300 1863

3. Eastern Regions {Far Eastern,
Eastetn-Siberia, Yakutia) 360,700 593,100 1644

4 Ol Industrial Regions (Moscow,
Leningrad, Gorky Territory,
Ivanavo Region) 4,104,800 5897500 1437

5. Entire Russia 12,167,900 18,750,500 1541

The above table indicates that the rural reconstruction con-
summated in the first three regions involved a much larger
influx of wotkingmen into the village areas than the urban
transformation in the fourth region. In each of the three rural
regions the percentage of increase in industrial population was
higher than that in the old industmal regions. The industriali-
zation. of the countryside may be taken to have been consum-
mated on a substantial scale. The total industrial workers of
U.S.S.R. increased from 12,167,900 in 1929 to 18,750,500 in
1931, the rate of increase being 54'1 per cent. It 1931 India
with -population more than double that of Russia had hardly
5,000,000 industrial workers in organized business. In Indian
estimation Soviet Russia is cestainly a go-ahead of considerable
importance, (Supra, pp. 28-29, 35, 38-39).

This industrialization and urbanization of the villages n
Soviet Russia is to be taken as an item of the municipal com-
plex. The index of municipalism in Russia is not yet very high
by the “adult” Eur-American standard. So far as differential
municipalism is concerned, India should, therctore, exchange
notes with Soviet Russia and not with the countries of “adult”
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urbanism and super-municipalism. But to what extent com-
munism or state-capitalism is a transferable commodity s
an open question (Infra, the section on ““The Prospects of Com-
munism in Backward Economies’).

The Meam’ng of Soviet Russia's Economic Indices

In the economic, political and sociological discussions on
Soviet Russta the general tendency among scholars is to ascertain
and examine the communistic or socialistic achievements
of the Bolshevist regime. How far the communtsm or socialism
as consummated by this regime differs from or agtees with the
“scientific socialism” expounded by Marx-Engels as well as the
Marxism that has been in evolution since 1843 independently

of Marx is the topic that chiefly concerns the theorist. Another

topic of intergst is the question as to whether and the extent to
which capitalism, profit-secking, the quest of the surplus value,
private property, individual savings and such other items of the
bourgeois economy have been' abolished or modified by
Leninism I (1918-xg21), and the New Economic Policy, i.c.,
Lenmnism II (1g22-24), which 1s being managed by Stalin
through the Gosplans (1928- )-  Equally important to
general economists, political philosophers, and sociologists 1s the
technique  of public finance, price—control, currency-manage-
ment, etc., by which it has been possible to abolish or restrict
private savings, individual capitalism, personal profits and so
forth, in so far as chese abolitions or restrictions are facts. (Ch.
IV. The Economic Riddle of Communistic Socialism).
There are some other topics to which the attention of
scholars ought equally to be drawn. In the first place, the
problem is to assess and appraise the total amount of transfor-

7
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mations of all types achieved since 1918 by the Soviet regime
in the villages and towns of Russia. Secondly, the question
may be asked as to whether the processes and forms of inter-
human relations involved in these Sovietic transformations are
substanually different from the transformations that have been
going on in the non-Sovietic regions of the world. -

Let us take up the second question, first, namely, that
about the nature, quality or variety of the processes and forms
underlying the transformations. We are convinced that it is
almost impossible to find anything new in Soviet Russta (except-
ing of course the special brand of Leninistic-Trotzkyan-Stalinis- .
tic communism in theory and practice) -in addition to those
concrete items with which the “adult” regions have made
- the world familiar during the previous two or three gencrations.
And as for the countries of “infant” modernism, industriali-
zation and technocracy (India, China, etc.), they also would per-
haps find hardly any new processes or forms of interhuman
relations in addition to those to which they themselves have
been getting acculturated although not in as big doses as Soviet
Russia. The processes and pattetns of economic transformation,
_progress or metabolism are universal, human, and uniform.
(Supra, Japanese and Russian Uniformities, pp. 29, 31).

So far as the first item is concerned, the study is chiefly
quantitative and has bearings on the theory of arthik unnati
(cconomic progress). We have to place the Russian indices
in the perspective of international statistics. In regard to the
interpretation of the data one should have to be particularly
careful. The hundred per cent or two hundred per cent in-
crements of coefficients in Soviet Russia in the course of three or
five year periods must not mislead the shrewd statistictan, In
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ptimitive countries, indeed, in all new or young movements,—
the “relative progress” from month to month or year to year is
bound to appear extraordinarily high because the transformation
commences at a very low level. A rise which is very slight by
the “absolute”” standard, should.look under these conditions to
be very great, say, 200 or 300 per cent. But those regions or
movements which have been acculturated to the same trans-
formation for half a generation or a generation or two may in
vety many instances have reached the saturation point, so to
say, so far as the particular lines or forms of reconstruction and
 transformation are concerned. It is not possible for these
countries or movements at such a high stage of absolute deve-
lopment to exhibit relatively high indices of dynamic
movements. (Infra, von Hayek’s “Rational Economics”).

In regard to the spread of elementary education, indus-
trialization, urbanization, etc., the work done in Czarist Russia
down to 1917 was so little and so primitive when viewed in the
light of the total population and the area of the country that,
compared to Germany, England, U.S.A. and other regions of
adult industrialism and urbanism, Bolshevik Russia was almost
in the kindergarten stage, so to say, about 191&28. Naturally,
therefore, from the British, German and American standpoints
of absolute industrialization-urbanization complex the achieve-
ment of Bolshevik Russia down to 1943, however high rela-
tively by the Czarist standard of 1913-17, may not appear
extraordinary, although by all means they are profoundly
interesting as evidences of the might of a planned industrial-
cum-technocratic revolution. But on the other hand, the view-
point of countries like India, China, Indonesia (Java, Sumatra,

etc), Indo-China, Thailand, Iran, Turkey, and many of the
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regions in the Balkan Complex and Latin America cannot be
identical with that of these hyperindustrialized and super-
modermized adults like England, Germany and the U.S.A.
Countries like India were in 1913-18 more or less in the primi-
tive, feudalistic, agrarian and semi-industrialized conditions of
Czarist Russia. These regions of infant industrialization are
bound to gaze at the transformation of the soclo-economic
pattern by Soviet Russia as embodied in the statistical indices
with awe and romantic wonder. The statistical magnitudes
representing the Russian transformations are then to be appraised
in two different ways by two different orders of peoples. (Supra, -

Pp- 28-29, 35, 38-39, Infra, von Hayek).

Soviet Russia by the “Great Power” Standard

* The differences in the viewpoint between the great powers
and the “colonial” countries like the Balkan Complex, etc.,
may be seen in the manner in which the Soviet achievements
appear to the former. Let us visualize the soctography of
Russia in the economic sphere.

In the perspective of the year 1913 (=100) the Russian
output of 1932 yielded the following indices in regard to the
articles mentioned against them:

1. Electric Current 674 9. Superphosphates 1,113
z. Coal 223 10. Cotton Goods 113
3 Naphtha 240 11. Woollen Goods o6
4 Peat (coal) 869  12. Sugar 64
5. Agricultural Machines 658 13. Corn 86
6. lron Ore 133 14. Raw Cotton 171
7. Pig Iron 148 15. Flax 110
8. Soda 187 16. Beet (sugar) 61

This is the position of production in Soviet Russia at the
end of the first Gosplan. ‘
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In the above table one can notice the diminution in woollen
goods, sugar, corn and beet. But otherwise the index-increases
in the perspective of 1913 ranged from 110 to 1,113. In re-
gard to these extraordinary increases Leontief rightly observes
in Die Erfillung des russischen Fiinfijabrplanes® that several
items belong to those branches of industry which are entirely
new for Russia. In 1913 many articles were imported from
foreign countries and the swadeshi (home) manufactures fell far
short of the requirements. The figures of 1932 indicated that
in those particular branches the swadeshi movement had made
remarkable progress, but that in other lines the progress was
by all means noteworthy although not so striking.

-+‘In the Soviet economy,” says Brutzkus in Das Problem
der sowjetrussischen Planwirtschaft, “‘we have the greatest
economic paradox that has ever been noticed. The world is
amazed by the modern industrial works of colossal dimenstons
which ate rising in a poor and backward country in the quickest
tempo. In the same period, however, millions of men are dying
of hunger in the country which shortly beforc exported large
quantities of corn to forcign countries and has not yet ceased
to export them.” (Infra, von Hayck’s “Rational Economics™).

Brutzkus is a Russian. But he has offered a judgment
from the standpoint of “great powers,” the industrial and
commercial “‘adults” of the modern economy. In the estima-
tion of real adults or veteran go-aheads Soviet Russia’s lags
or backwardnesses are still profound. The American author,

5 Artide in Weltwirtschaftliches Archiv, Jena, May, 1934, pp. 512-18.

6 A paper-in the Festschrift for the tenth anniversary of the
Weltwirtschafsinstitut of the Handelshochschule (Leipzig, 1934). Sec also
W. Carroll:  We're in this with Russia (Boston, 1942), pp. 219, 229.
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Carroll, visiting Russia in 1941-42, as a representative of her
allies, maintains likewtse that she is behind the U.S. by 25-30
years (Supra, p. 38, Infra, *“The Meaning of Arthik Unnati”).

Latin American and Balkan Standard of Living
Ev.idently the high standard of achievements'by which the

great powers examine the developments in Soviet Russia cannot
be the one employed by economically poorer and politically
subordinate countries. The standatd of living of these countries
is unspeakably low. Let us tefer to Latin America.

There is a socio-economic equation between India, China,
Iran or the “Balkan Complex’ on the one hand and the Latin
American states on the other. This is testified to by the fact
that the economic planning in these countries is not conducted
along the lines of Italy, Germany and Japan, as says Kutschera,’
but along those of “colonies,” ie., dependencies. Latin
America 15 economically and financially dependent on foreign
countries although politically independent. Besides, it is in the
last quarter of the nineteenth century that the economy begah
to be modernized in technique and organization. The social
mitabolism in these parts of the New Hemisphere is then more
or less akin to that of those regions of the world which are
young or infantile in modern capitalism. It must be observed,
however, that the techno-industrial and capitalisic-socialistic

status of the “A. B. C."” States (Argentine, Brazil and Chile) is

9 “Planwirtschaftliche Tendenzen in  lberoamerika” (Zeitschrift  fidr
Geopolitik, Heidelberg, March, 1939, pp. 229, 234). The general socio-
economic conditions of Latin America may be envisaged in the summary of
the proccedings of the Inter-American Conference on Social Security at
Santiago published in the International Labour Review (Montreal, December,

1942).
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somewhat higher than that of the average Latin American
standard.

In the paper on “Social Medicine in Chile” (Inzernational
Labour Review, Montteal, January, 1942) Salvador observes
that the “greater part of wages is devoted to food and housing,
leaving only a small margin for clothing and other necessities.”
It 1s also stated that “general health conditions have not im-
proved to any important extent in the last thirty years.”

No less poor and elementary is the standard of living of
the Serbs, Croats and Slovenes of Jugoslavia. The social pattern
of these races is the farthest removed from that of England.
“They seem able to live upon ‘the smell of garlic and a crust of
bread,” says an English journalist.’

In Rumania, as reported by Swiss travellers, whose general
standard, as is well known, is Anglo-German in level, the
masses live on maize bolenta as the staple. And the place of
the “smell of garlic” is said to be taken by that of herring. A
Bolenta 1s made into a pulp boiled out of maize flour with water
and salt only but without butter.

The socio-economic antithesis between the ‘“‘Balkan Com-
plex” (Osteuropa and Siidostedropa comprising Poland, Ruma-
nia, Jugoslavia and Bulgaria) and “Western Europe™ s
described in part as follows by Reithinger in Das wirtschaftliche
Gesicht Enropas.® From west to east and from north to south

8 Report of Reuter’s diplomatic correspondent from Belgrade on the eve
ot Germany’s declaration of war against Jugoslavia, cabled from London on
Aprl 6, 1941, to the Statesman, Calcutta, April 7, p. 9.

9 Stuttgart, 1936, pp. 21-24. See also his Wirtschaftsbeobachtung wnd
Wirtschaftsordnung (Leipzig, 1936), pp. 97-99. About the socio-economic
pattern of the Slavs vis-d-vis the Asians, see B. K. Sarkar: The Sociology of
Races, Cultures and Human Progress (Calcutta, 1939).
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the employment of capital in economic enterprises is on the
descending grade. The average standard of life also sinks. In
Westetn Europe the density of agricultural population on farm-
areas 1s between 40 and 6o per square kilometer (1 km.=5/8
milc) according to climate and soil. But in Eastern Europc 1t
is between 70 and 100. Down to 1900 emigration to towns
was not very cffective because of the absence of industries nor
to foreign countries on account of the absence of political or
diplomatic facilities, The peasants were therefore mostly
schollengebunden_ i.e., bound to their clod. Even at the
present moment the intensity and technique of agricultural
operations are relatively low and the output necessarily small.
By calculating the total corn, fruits and animal products in
terms of food-value one finds that, area for arca, the output in
the Balkan Complex is 5o per cent or even 33 per ceat of that
in Central and Western Eufope. Now, since the density of
population per square kilometer s larger in Eastern Europe than
“in Central and Western Europe the agricultural output in the
former atea 1s 25 per cent or 16 per cent of that in the latter area.

The “Balkan’ standard of living is, therefore, not higher
than 1/6th or 14 th of the “Western-European.”” The purchasing
power of the peasants in Poland, Rumania, Jugoslavia and
Bulgaria is likewise 1/6th or %4 th of that among the cultivating
classes in Germany, France, Holland, England, Scandinavia, etc.,
says Reithinger in conclusion. This is the message also of Delaist’s
Les deux Europes (Patts, 1929) and Wagemann's Der neue
Balkan (Hamburg, 1939). The distinction between these two
Europes ought to be a postulate of socio-economic thought.

It is natural, therefore, that Soviet Russia’s transformations

should be treated as exceptionally ihspiring by the economists
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and patriots of the third-rate or fourth-rate countries in Europe

and America as in Asia and Africa. (Supra, pp. 52-53).

The Socio-Economic Structure of Poland

Modern Poland was opened up to me, so to say, twenty-
four years ago during my American days. At that time
was published the five-volume book entitled The Polish
Peasant in Ewrope and America by W. 1. Thomas and F.
Znaniecki (New York 1918-20). It was while investigating
in the Camegie Library at New York the immigration prob-
lems of the U.S. and the place of Asia in Americanization with
a view to the publication of The Futurism of Young Asia
(Leipzig, 1922, now known as The Sociology of Rices, Cul-
tures and Human Progress,. Calcutta 1939) that the Polish
sociologist Znaniecki’s name and work caught my attention.
The psycho-social and institutional data furnished by him were
helpful in the interpretation of the relations between East and
West in which 1 was interested at the time.

The economic and -social data of modern India could be
placed in: the sociological milien of Znanieckt's studies about
Poland as of other wotks relating to the “Balkan Coxﬁplex"
and Eastern Europe. And it was possible for me to guess as
well as to suggest that in the peasants of Poland might be found
some of the comrades, cousins, dui)li-:ates and analogues of
Bengali and other Indian peasants. In comparative economics
and comparative sociology the equations or parities between
India and Balkan-Eastern Europe were hardly talked of in those
days and are not yet quite well known. But these socio-
economic equations are significant as theoretical contributions
to the analysis of arthik unnati (economic progress). Besides,

8
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they have deep practical values as well in regard to economic
statesmanship and societal planning with special reference to
semi-developed “tegions. ‘

The analysis and comparison may be carried on item by
item. For instance, in regard to the relations between foreign and
indigenous credit institutions Poland should not appear to be in
a condition different from that of Bengal or, for thatr matter, of
India in so far as bank-capitalism and bank administration are
concerned. In 1929 there were 281 banks functioning in
Poland."* The total deposits amounted to 2,710 million zloties
(Rs. 32=2zl. 100). Not more than 33 per cent of the deposits
was to be found in the indigenous banks. “Private” joint
stock banking was not an important factor in the financial
structute of the Polish people. And in this, again, the foreign
element was substantial. The Bank Dyskontwy Warszawski
(Discount Bank of Warsaw) was dominated by the Oesterres-
chische Creditanstalt of Vienna. The Harriman & Co. of
New-York, the Banca Commerciale Italiana of Milan, the

- Hambros Bank of London, and other foreign institutions were
the sharcholders of the Bank Handlowy (Bank of Commerce),
Warsaw. And so on. The purely foreign banks of Poland
are of cousse to be counted extra. The problem of swadeshi
(indigenous) - finance vs. external capital is no less acute
than in India. The chief feature of Polish sociogtaphy is
furnished by the fact that the deposits of the Polish people are
commanded by such indigenous banks as are under foreign

10 Ewropiische Banken 1931 (Prag), pp. 140-149. See the chapter on the
bank-capitahsm of Young Bengal in B. K. Sarkar:  Economic Development
Vol. 11 (Calcutta, 1932, 1938).
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control."  The financial structure of India and, of course, of
provinces like Bengal also is similar, if not identical. v

In 1935 the total capital of joint stock industrial concerns
in Poland was 340 million zI, More than 42 per cent of this
was of foreign origin. In the oil industry fofeign capital re-
presented 87 per cent, in electrical power &85 per cent, in the
mining and iron industry 75 per cent, and in the chemical,
timber, leather, textile and paper industries, 25 per cent each.
All this is easily assimilable to the Indian sociography in which
the role of foreign, especially British, finance, is the dominant
feature of business organization and technocracy.

The occupational structure and the social stratification of
Poland exhibit features to which the Indian population 1s well
“acculturated.”  For instance, in percentage of the total earners
or ganfully employed persons the agrlculturally active ot
occupied in 1931 were as follows:

1. Poland : 762 -
2. India : 66

Demographically Poland was more agriculcural than India.
But the differences were perhaps hardly noriceable.

In industrial and mining occupations Poland had 112 per
cent of her total population. This was a little higher than
India’s 106 per cent. The Polish-Bengali or Polish-Indian
identities or sumilarities were too palpable to be missed.

In that year, again, nearly 8o per cent of the total popu-
lation of Poland lived in smaller towns or villages with less than
10,000 Inhabitants. India’s percentage was about g2. The

1t B. K. Sarkar:  Economic Development, Vol. 11, (Calcutta, 1932,
1938), pp. 95-99.
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rural-urban stratification was then more or less of the same typs
in the two spheres. ‘

These and other equations of the socio-economic order have
. enabled me to employ the category, Bbharata-vasir mashi-badi
(The aunt’s home of the Indian people) about Poland and othet
Eur-American countries of the same niveau in my books entitled
Naya Banglar Goda-Pattan (The Foundations of a New Bengal,
2 vols. 1932) and Badtir Pathe Bangali (Bengalis in Progress,
1934). Poland has been a substantial feeder of my economics
and sodology in which the distinction between the “Balkan
standard” and the ““Great Power standard™ is a fundamental
plank. ' ‘

Social thought in Poland has natﬁrally been responsive to
her actual socio-economic and political conditions. Apphed
sociology 1s a chief branch of soctal science cultivated by her
scholars. And in this, again, tural reconstruction plays perhaps
the most leading part. ‘

The State Insticute of Rural Culture was established at
Warsaw in 1936 as a result of the conference of some 500 per-
sons well versed in rural conditions held previously during the
same year. The Institute had a thoroughly practical atm. It
was to co-operate with the ministry of agriculture as well as the
ministry of education. The aim set before the Institute was to
study and -improve rural conditions, in other words, to combat
and control the crying poverty of the rural population. It may
indeed be described as a noteworthy Institute of Rural
Reconstruction. It is superfluous to add that no category 1s
mote popular in Indian National Congtess ideology as well as
in Indian administrative parlance than rural reconstruction.
This is but another instance of Indo-Polish parity.
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A gricultuml Credit Warrants in France

While in the sphere of rural and agricultural economy we
may focus our attention on France as a region qualitatively far
rcmovcd from India as well as Poland. But the French econo-
mic structure is more agricultural than industrial. By the
Anglo-German standard France 1s, so to say, an Agrarstaat.

In France advances are made by the State on the security
of produce, To make such advances possible it 1s above all
necessary to construct store-houses, barns, silos, refrigerating
plants and, in general, whatever is necessary for the storing and
conservation of produce. The resources necessary for the financ-
ing of crops often reach a very high figure, especially because,
as 15 frequently the case, the basic products in question are con-
stderable not only in quantlty but also 1n value.

Dealings for the financing of crops are highly developed
in France. ESPCClally as rcgards measures for the defence of the
wheat and wine markets, the organization of this type
of credit is of quite special interest. But in Indian economy
these items constitute a tremendous ultima thule. In France
the funds are placed by the State at the disposal of the mutual
agricultural  credic  institutions  (cooperatives). The business
organization in regard to this type of agriculeural credic
remains to be seriously studied for employment in Indian
conditions. By the French standard the Indian Cooperative Act
s yet in the kindergarten stage.

The agricultunist who desires an  advance on his crop
generally signs a hand-note (bundi) or a warrant of a local
agriculeural credic society which discounts 1t at the regional
bank. The regional bank in its turn has the warrant or hand-
note discounted by the Caisse Nationale de Credit Agricole or
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the Bangue de France. These French credit societies and
tegional banks are cooperatives of different grades.

The warrant is a document of a special type; it states the
amount of the loan, the date of repayment and the nature of
the security. The Act of April 30, 1906 rendered it a
true credit instrument, assuring it circulation and its payment v
on the date stated. Hence the warrant is transferable by
endorsement, and those who have signed or endorsed a warsrant
are jointly and separately liable. On the other hand, the holder
may scll the security under easy and quick conditions failing
payment of the warrant by the botrower on the stipulated date.
Atticle 12 of the above-mentioned Act allows the holder of the
warrant precedence as against almost all the privileged credi-
tors. If the price does not suffice to satisfy his claims, article
13 gives him subsidiary rights against the endorsers and the
borrower. A decreelaw of September 28, 1935 has enlarged
the area within which agricultural warrants may be used, and
has thus helped to increase the credic facilities at the disposal
of the agriculturists.

Some recent figures have been placed at my disposal by M.
Dubois, Consul General for France at Calcutta. From 1906 to
1937,. 283,400 agricultural warrants were issued on securities
valued at 7,966,000,000 francs to cover loans totalling 3,527,
000,000 francs. The French system of cooperative credit in
agriculture furnishes one of the goals towards which Indian
economic legislation'” regarding co-operatives ought’by now to
commence starting. India’s lag in agricultural finance ts to be
appraised as very damaging in the French perspective, as would

12 The poverty and primitivism of agricultural finance in India may be
seen in J. P Niyogi: Co-operative Movement in Bengal (Londen, 1940).
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appear from Souchon’s Le Credit agriculturel en France (Paris,

1920). This lag 1s, indeed, as great as that in social insurance.

Italian Control of Unemployment

So far as India is concerned, a no less inspiring go-ahead 1s
13

Italy.” In the matter of unemployment control [talian
measures (1931-33), like the German, have been furmishing
some guidance to other go-ahead regions.

The directors of the “syndical” organization of persons
engaged in commercial houses have combined with those
of other branches of the “categorics” of workers. In regard
to the campaign against unemployment they have laid down
the following general principles:

1. In fArms where the number and frequency of pertods
of overtime are such as to constitute a conspicuous fraction of
the total hours worked, provision should be made whereby
overtime working is abolished or reduced to a minimum, so as
to make 1t possible for additional staff to be engaged.

2. Employers are required, except in cases of absolute
necessity, to suspend every kind of dismissal.

3. In addition to effecting a reduction’ in overtime,
fims shall be required strictly to abide by the terms of the
tegul:mons and of the law on holidays and the weekly day of
rest, having conistantly in view the possibility of giving work
to persons at present unemployed.

4. Wherever it becomes necessary to substitute existing
staff by other workers giving a higher output, the possibility

of rcplacing women’s labour and the labour of persons in receipt

13 M. Moubk: [ltalian Economy and Culisre (Calcutta, 1940).
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of pensions—who are not absolutely under compulsion to con-
tinue working—by unemployed males, should always be borne
in mind.

India’s lag in the campaign against unemployment can-
not be easily assessed because unemployment statistics are im-
petfect. Besides, in so far as industrialization is not highly
developed, unemployment itself as an economic phenomenon is-
not very acute. Be it observed, however, en passant that under-
'e_mploymcnt is 1n any case a tremendous socio-economic reality.

That belongs to the fundamental problem of India’s poverty.

Modern Bank Capitalism

Those who have to handle the Statistical Tables relating
to Banks in India (Bombay, 1941) are aware that the data about
2074 banking offices are too simple and modest for comparison
with the facts and figures in the Federal Reserve Bulletin of the
U.S.A. The bank staustics of India today reflect somewhat the
conditions described in the eatlier chapters of Normand’s Les
Soci¢tés de Credit et Bangues & Succursales en France (Pans,
1924) ot Riesser’s Entwicklungsgeschichte der dentschen Gross-
banken (Jena, 1905). In the present author’s Economic
Development, Vol. 1. (Madras, 1926) the parity has been
established on this basis.

The conclusion from an examination of the earlier stages
of “modern” banking in France and Germany on the realistic
basis of comparative bank-statistics is significant with
reference to the equations that are being discussed hete.  When
one studies the European ﬁgl'.xrcs with special reference to Indian
conditions one should suspect that in banking, as in other
branches of economic and social (political and cultural) deve-
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lopment, India has yet to commence mastering the ideas of
1870 or thereabouts and traverse the ground covered by the
moderns since then.

The banking situation in India (¢c. 1940), to take an tns-
tance of current interest, can be aptly described in the words of
the National Monetary Commission (19o8), which sat to
examine and report on the defects in the financial organization of
the US.A. In 1911, we are told, the Americans exported about
35650,000,000 in value of cotton. It was largely financed by 6o
or 9o day bills drawn on Liverpool, London, Paris or Betlin.
And this business was “practically all done by foreign banks or
bankers.” In regard to domestic trade also the American
methods were “crude, expensive and unworthy an. intelligent
people.””  The Commission observed as follows:  “The man
who raises cotton in Mississippi of cattle in Texas, ot the farmer
who raises wheat in the North-West cannot readily find a
market in Chicago, New York or London for the obligations
arising out of the transactions connected with the growth and
movement of his products because the bankers of these cities
have no knowledge of his character and responsibility.””

Factually, perhaps, from the standpoint of comparative
development, in spite of the modest language of the Commis-
ston the American conditions three decades ago were not hiterally
as “crude” and “disgraceful” or “‘young” as the Indian condi-

4

tions today." But “generally” speaking, the two conditions are

stmilar, 1f not identical. And Indian bank-reformers have, there-

14 Amcrican conditions may be compared with Indian in B. K. Sarkar:
“Types and Tendencies in American Banking” (Journal of the Bengal
National Chamber of Commerce 1927) and “The Bank Capitalism of Young
Bengal™ m Economic Development Vol. II, (1938).

9
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fore, more to learn of pre-1914 than of post-1914 Ametica ot
the Rooseveltian “New Deal” of more recent years. We
should have to begin at, say, the American stage of 1908.
It is to be observed, however, in the interest of precision that
the American economic indices of 1908 or thereabouts were
already much too high, as representing quite an “‘adult” pheno-
menon, for the Indian indices of 1935-40. Statistically, there
are indeed reasons to believe that for all practical purposes, the
present Indian conditions hardly register anything beyond the
Western-European or American growth of the 70's of the last
century, (Cf. Bogart or Lippincott). Altogether, when we in
India speak of pre-1g14 Eur-America as a general guide for our
present purposes we should really have in our mind the second
half or rather the third quarter of the nineteenth century.

Lags in the Socialistic Complex

Soctalism 1s the obverse of capitalism both in the medieval
and the modern phases of this phenomenon. Factory legis-
lation, labour movement, trade unionism, protection of working-
men and such other forms of state intervention as constitute the
essence of modern socialism are virtually as old as the modern
steam-engine, machinery, and workshop. The comparative
appraisal of industrial—cum—gapitalism in and through the equa-
tions of ecanomic indices furnishes likewise almost automatically
the comparativc_ evaluation of socialism. For instance, the
strength of the trade-union movement in an economic region: is
an index as much to the power of its capitalistic as of its socalis-
tic economy, The equations of world~eéonomy are, therefore,
to be taken as valid for the entire capitalistic-socialistic complex
in every region, Asian, African or Eur-American.
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One of the latest forms of positive or constructive socialism
is embodied in the Beveridge Plan for Social Secunity announced
in December 1942. The British people is heading towards a
comprehensive and unified social insurance under state auspices.
Freedom from want is to be the slogan for everybody. All
citizens arc to be covered irrespective of the highest income and
occupational status. Benefits are to be enjoyed by all without
reference to private means. Over ffty per cent of the costs of
this totalitarian social insurance are to be covered by grants from
the Government. (Infra, Chapter VI, the section on the
Beveridge Plan).

The language of this type of freedom from want cannot
be understood by countries like China and India. They are not
yet initiated into the national (health and unemployment) insur-
ance ideology of Lloyd George (1911). Nay, the AB.C. of
the Bismarckian Sozialversicherung legislation (1883-86),—the
parent ol social security or social insurance throughout the
world,—remains yet to be introduced into their economic
systems.' In these aspects of factual socialism economic India
1943 is still an entire encyclopedia behind Germany 1883.

The cumulative effect of all these investigations may “be
embodied i the following futunstic equation: —Whatever
has happened in the economic sphere in Eur-America during the
past half-century is tending also to happen more or less on similar
and even identical lines in Asia and, of course, in India during
the next two generations or so. The problem before applied
economics or economic statesmanship, so far as India is concern-
ed, consists in envisaging and hastening the working out of the

15 B. K. Sarkar: Social Insurance Legislation and Statistics (Calcutea,
1936), p. 143: Epstoin: Insecurity (New York, 1933).
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“next stages” in technical progress as well as capitalism and
socialism. Economic planning, rightly ~ considered, cannot
mean anything else for India,

Economists and statesmen of backward or underdeveloped
nations are likely to have sentimental repugnance to the idea
that it is impossible for a laggard to attempt introducing the
Beveridge Plan in countries like India or China. But contact
with realities is the greatest teacher of objectivity. In India, for -
instance, industrial labour power is almost minimal (Supra,
p- 37)- As for unionized workingmen, perhaps the highest
number ever attained was that of 1927, namely, 407,000. Even
now the number of subscription-paying members of trade
unions is microscopic. Accurate ﬁgurés are not available. On
the basis of the 1927 figures it is obvious that unionized working-
men per 10,000 inhabitants wete 13 in India as against 38 in
Japan, 594 in Russia, 1051 in the U.K. and 1295 in Germany.'*
India is at present acculturated, further, to some slight doses
of Maternity Benefic Acts and the Workmen’s Compensation
Act. With such socio-economic organization India cannot
possibly dream of a totalitarian centralization of social security
corﬁprising the entire population as the Beveridge Plan envisages.
India’s economic Realpolitik compels her stoutest publicists to
consult the Anglo-German socio-legislative history of the eatlier
and more modest stages. Soviet Russia’s extraordinary success
in attempts at “‘catching up” is an exceptional case. (Sce Infra,
“The Prospects of Communism in Backward Economies”).

16 The international statistics: of trade unions can be seen n Reichs-
arbeitsblatt, 36. Sonderbeft (Berlin, 1927). Sece also Social Insurance etc.
pp- 4663 (Labour-India und World-Economy, Shortcomings of the Trade
Union Movement in India).
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The economic planners of China, India, Iran, Lacin American .
states and their peets. should be well advised not to talk glibly
of the Soviet Russian experiments or attainments.

= Youngsters' vis-d-vis Adults in World-Economy
;ﬁrhe practical significance of the equations of world

cconomy with reference to “economic planning” is not to be
ovetlooked. Comparative industrialism discovers that in orien-
tations to the *‘world-economy” economic India exhibits the
features of an economically young, undeveloped or semi-deve-
loped people vis-d-vis the industrial “adults” of the day. In
the interest of economic legislation and other aids to economic
developments, it may perhaps be quite one’s worth-while in
India to try to cultivate up-to-dateness in the world-statistics,
the world-techniques, and the world-ideals of economics. But
for the more “practical” considerations of “‘tealizable” ideals
and methods of economic statesmanship India will have to
devote special attention to assimilating intensively the achieve-
ments in theory and practice such as the economic adults were
contributing to the world, say, a generation or two ago. It is
easter for a certan number or rather a handfui of intellectuals,
considered as individuals, to advance “ideologically” than for
an entire race or some substantially large sections of the popula-
tion to grow in terms of institutions and get used to new
techniques, habits and usages. {Jufmmeehe-Sectiorrom<Planned-
Iné:xsttuhz"atmw fer»?ndu&-’. ' .

That is why, with a view to the pressing requirements of
Indian commerce, manufacture, agriculture, labour and econo-
mic legislation bearing on these practical aspects of life, i.e., on
“economic planning” as known today, we should often be at
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iberty to overlook or ignore  the latest developments
in the Western world. Indian studies relating to the

\ twentieth century and especially the post-rg14 phases of Eur-
American  expetience—tationalization, trustification, planifica-
tion, planned economy—are mainly to be evaluated as
academic investigations into the possibilities of mankind’s
arthik wnnati. They are but scientific researches into the
“next stages” of the world’s development in technical and

“national lines. To that extent such investigations would possess
tndeed a dynamic value of no mean order, fraught, as they are
likely to be, with suggestions of a practical character.

On the other hand, the methods and policies of economic
India today should appear to be almost akin to, nay, identical
with, those of the other economic youngsters of the world—in
Southern or Eastern Europe, Latin America, Asia and Africa.
The industrialization of India and other young regions can be
appreciated at its proper worth—itechnocratic, commercial,
soctal and political—only by those who are prepared not to over-
look or minimize the importance of the new industrial and
commercial revolution through which the adults have been
passing for the last four decades, especially during and since
World-War I (1g14-18). This “‘second industrial revolution™
has been intensifying the lags between the hyperdeveloped and
the backward economies. The techno-economic distances
between the seniors and the juniors are becoming greater and
greater, It is becoming more and more out of the question for
the youngsters to catch up with, nay, approach the adults 1n
this age of internal combustion engines, acroplanes and tanks.
Once these perspectivesk of international economic life and the
new world-order were grasped in their due proportions, tt might
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,
perhaps be possible to discover the proper scientific approaches
to the regulation of the economic frictions and other conflicts
between the “young ambitions” and the “‘vested interests.”

“ The world-economy as patent may.fi's' the system of eco-
nomic institutions and ideologies prominent since, say, 1920.
In a concrete manner they may be said to be embodied in
organizations like the League of Nations, the International
Bureau of Labour, the International Chamber of Commerce,
International Cartels, “planned economy,” etc. It is clear that
India is already a part of this complex and willy-nilly has been
trying to risc up to the methodology and techrique of the new
world-order. But the discrepancies lie no less on the surface.
These consist in the attempts of a junior that is furnished, as 1t
evolutionally is, with somewhat semi-medieval paraphernalia,
but 1s compelled none the less to observe and follow the up-to-
date standard of the comparatively advanced members in the
socicty of mations. This compulsion perpetually to aim at the
highest and attitudinize oneself to the socio-economic mores and
codes of the seniors or go-aheads may to a certain extent un-
doubtedly hasten the developmental processes in the juniors or
backwards. But the frictions due to actual maladjustment and
absence of natural harmony in the economic Realpolitik cannot
fail to be the source of internationally tragic situations. The
lack of adaptation between the economics of youngsters and
those of adults constitutes the greatest stumbling-block, techni-
cally considered, to international concord in the epoch of world-
cconomy and the second industrial revolution.'” (Infra, the section

on ‘“‘India’s Lag Incrcasing by che Anglo—German Standard").

17 See the discussion on the relation between the “sccond” and the “first”
Industrial Rcvolutions—v—thc “adults” and the “youngsters”—in connection with
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The Ranking of Germany as an Industrial Adult

The position of Germany today as an “adult” in compara-

tive technocracy and' industrialism may be seen in some of the

figures published by the Institut fiir Konjunkturforschung
(Betlin, June 29, 1939)."

For 1937-38 the rank of certain industrial countries in basic

material production (23 1tems) is indicated below:

;": Ist place 2nd place 3rd place 4th place

Coal ...|1938] U, S, A, | Great Britain Germany | Russia
Lignite ...1938) Germany | Czechoslovakia | Russia Hungary
Petroleum ...|1938] U. S, A. | Russia Venezuela | Iran :
Pig iron ..11938! U, 8, A, | Germany Russia Great Britain
Steel ingots ..[1938) U S. A. | Germany Russia Great Britain
Rolling mill

products ..1937] U.S. A, | Germany Russia Great Britain
Copper ...[19371 U. 8. A, | Chile Germany | North-Rhodesia

inc ..11937] U. S, A. | Belgium Germany | Canada
Lead ..{1937| U. S. A. | Australia Mexico Canada
Aluminium  ...|1938 Germany | U. 5. A, Canada Russia
Coke (in coke

works) 19370 Ul S, AL | Germany Russia Great Britain
Coal Briquettes |1937] France Germany Belgium Helland
Potash manure...|1937| Germany | France U8 A Poland
Cement ..19370 UL S. A, | Germany Great Britain| Russia
Thomas slag ..1937} Yermany | France Belgium Luxemburg
Calcium

cyanamide  ..|1937| Germany| Japan Italy Canada
Electric power..[1937 U. S_ A, | Germany Russia Canada
Artificial silk ...[1938) U. S. A, | Japan Germany | Great Britain
Staple fibre ...|1938 Germany| Japan traly Great Britain
Chemical

wood pulp  ...[1937] U. S. A. | Sweden Finland Germany
Mechanical |

wood pulp  ...1937) Canada | U. 8. A, Germany | Sweden
Paper ..{1937| U. S, A. | Canada Germany | Finland
Cardboard 19371 U. 8. A, | Germany Canada Holland

the analysis of the world-economic depression in Sarkar’s Economic Develop-

ment Vol. 1L (Calcutta, 1932, 1938).
Sce also P. K. Mukherjee: Labour Legislation in British India (Calcutta,

1938).

18 See also the Annuaire Statistigue de la Société des Nations (Geneva,

1938), Tables gg-104.
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The above schedule is based on total production quantities,
i.e., on absolute figures for each country as a whole. In the
present study, however, the more valuable figures have been
considered to be those of “relative statistics.”  (Swpra, p. 3).
It is only in per capita values that the real techno-industrial
efficiency of a people can be found. --The relative figures will
be brought out while we discuss the claims of the US.A,,
Germany and England as the techno-industrial doyen of the
world-economy.  (Infra, pp. 77-80).

The actual amounts of basic material production (the same
23 items as above) are given below:

Basic Material Year | Unit mc;:y' U.S.A, éi ir::i:l France 3:::;
Coal ... e | 1938 186,179 352,326 (231,874 | 46,501 (132,900
Lignite ... ... | 1938 194,980 s 1,057 -
Petroleum .. [ 1938 552 (163,229 - 72 |28,859
Pig lron o | 1938 T 118,044 | 19,468 | 6,871 6,049 {14,992
Steel ingots 1938 22,661 | 28,285 | 10,560 | 6,174 | 18,447
Rolling mill pmducts 1937 14,118 | 37,356 | 9,928 [ 5,202 | 13,010
Copper (refined) ... | 1937 270.4) 1,140.8] 130.0 18.00 1100
Zinc (for smelting

purposes) ... | 1937 163.3] 595.2 62.9 60.4 70.0
Lead (for smelting 1,000
purposes) o | 1937 tons 162.4) 432.0 12.1 275 55.0
Aluminium .| 1938 161.3)  130.1 22.5 45.3 48.0
Caoke (in coke works) 19373 40,921 | 47,502 {15,171 7,802 | 19,883
Coal briquettes «e | 1937 6,786 903 827 7,957 vos
Potash wmanure ... | 1937 14,460 441 .o 2,884 .
Cement . 119371 12,605 | 19,814 | 7.417 | 4, 272 | 5,605
Thomas slag . | 1937 2,312 410 | 1,217
Calcium cyanamxde 19371 J Mill 603 197
k.
Electric power .« | 1937 1 Kilo- | 48,969 120,990 | 24,315 | 18,000 {40,500
watts
Antificial silk e | 1938 1Y 65.00  117.0 48.3 290 ...
Staple fibre 1938 155.0 13.5 15.4 1.4 ..
Chemical wood pulp 19373 1.000 1,430 | 4,350 16] 321
Mechanical wood '
pulp ... e 1 19377] ] o0 1,134 | 1,404 1B | .. 380
Paper ... o | 19377 2,836 | 6,200 764
Cardboard ... | 193711 - 733 | 5,200 78
Old territory. 1 Parity 1936.

10
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Germany’s rank in the world’s basic material production

(1936-38) can be seen in the following table:

Position held by countries in the 23

Countries . basic materials indicated above
lst place 2nd place 3rd place 4th place
times times times times

United States of America ... we 15 2 | —_
' Germany e 6 8 6 1
Great Britain . — | i 6
Soviet Russia oy — | 6 3
France o e} 2 —_ —_
Other countries .., .- I | 9 9 13

The industrial productlon values of Germany vis-d-vis

U. S.A. and Great Britain are indicated below:

Countries Year Net production value
Germany o e .. e 1935 29.4 billion RM.*
United States of America s ... 1935 22.4 billion $t
Great Britain . o 1935 1.7 billion £

[* - Net value excl. wrlte—offs, etc.=27'0 billion RM.
Since the other figures included write-offs, etc., there was added
to the basic number a percentage of 8-9.

T Incl, value of mining production for which only gross
values are available. As net value was taken 80%, of gross value.]
The above values are given in Reichsmarks as follows :

Net production

Countries Exchan ge rate

used Billion RM  Germany = 100
Germany voe - - . 294 100
Great Britain ... £1=1708 RM 290 99
United States of America. $1= 365 RM 818 278

Increasing German share in the world’s industrial ,produc-

tion 1s manifest in the following statement:

Net production German Changes
value .
Countries 1935 19381 production= 100 1935/38
billion B. M, 1935 1938 billion R.M.
Germany . 29'4 383 100 100 +8'9
Great Britain e 290 318 99 83 +28
United States .
of America ... 8I'8 782 278 204 -36

*In 1935 prices
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The rank of four important industrial countries (U.S.A.,
Germany, Great Britain and France) as based on net production
values will be apparent in the following historical chart:

(_Great Britain_KE- =0=—0=o0=—=0=—JLFI

4 France F 2" place

T
18

U.S.of America =& &

3" place

T T

CRE £

WM A5 4% w55, w2 18

From the above chart the rank of U.S.A., German);, Great

Britain and France based on net production values comes out as
follows;

Rak | sbout 1932 | 1938
| 1860|1870 1880 | 1900_| 192529 N

Istplace ...G.B. [G.B. |U.5. A. {U.5 A.[U.5.A. [U.S.A. [U.S. A
2nd ., .. France (U.S.A.|G.B. iGermany, Germany|G. B. Germany

3d ,, ..|U.S. A, [France |Germany/G B. G. B. Germany G. B.

4h ,, ..|Germany,GermanyFrance |France |annce. France

Germany’s industrial production on the eve of World-
War II may be compared with that on the eve of World-War 1.
The following statement gives German industrial production at

1913 and at 1938:

France

Volume Net production
Period value
) 1913=100 billion KM
1913 Former territory e 100 30
1938 Old Reich 127 38
1938 Greater Germany 44"

' In 1935 prices. * Rough estimate.
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President Wagemaon of the Institut concludes as follows:

“Greater German industry in 1938 probably produced
almost 509, more induscrial goods than pre-war Germany. Also
in a compatison with thc United States and with Great Britain
Germany comes off the winner. From 1913 to 1938 there were
the following increases in the volume of industrial production: .
" Great Britain 15%,, United States 23%,, old Reich 27%,.

“Therefore, the old Reich, to say nothing of Greater Ger-
many, is today a far greater industrial power than pre-war
‘Germany.” »

The figures given in the above tables are all absolute. -
They indicate the total position for entite countries. Wage-
mann’s:rankings or valuations of the U.S.A., England, France,
Germany and other countries cannot therefore be accepted as
valid for the purposes of comparative economics. We should
have to reduce the figures to per capita values in order to assess
the real technocratic-industrial strength of every region. (Supra,
p- 3) In relative statistics thus calculated, the U.S.A, would
not invariably be in the first plaée, because her population 1s
extensive. In Wagmann’s chart the US.A, has been the
doyen of the techno-economic world since 1880. This is hardly
concedable when we thiqk of the output per head of population.
Similatly, as between Germany and England, the former may
not very often be able to beat the latter. (Supra, p. 23). In
terms of technocracy and industrialism per capita Germany and
England would as a rule top the list. The very first place may
not often be denied to England. Indeed, Anglo-German parity
may to all intents and purposes be taken as an established fact.
The relations between England and Germany have been exhibit-
ed at some length n the present authot's Social Insurance
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Legislation and Statistics (Calcutta, 1936) as well as other
publications.  (Footnotes to pp. 3, 22).

The Claims of US.A., Germany and UK.
as Techno-Industrial Doyen

We shall now analyze some of the indices about the
industrial great powers in order to ascertain the comparative
“rating”’ to be assigned to each.” This has important bearings
on the theory of arthik unnati (cconomic progress).

In 1928 the U.S.A. was not invariably topping the list of
the three industrial great powers in terms of per capita values.
At that time the U.S.A. had 120 million inhabttants, Germany
64 mill. and the UK. 44 mill. (all in round numbers). In
many items Ametican position per capita was lower than thac
of Germany and the UK., although absolutely considered it
was higher in the same fields. We may recall the survey of
techno-industrial great powers made at the commencement of
this chapter, and apply the per capita analysis to the absolute
figures given there. (Supra, pp. 42-45). .

In machinery output per head of population (1928) the

order of prccedence in values s as follows :

1. USA 143 M.
2. UK. 70 M.
3. Germany 63 M.

As for the export of machinerics the per head situation can
be seen below :

. UK. 23 M.
2. Germany 18 M.
3. USA. 14 M.

19 Supra, the sections on “Giants and Pigmies in Machinism” and
“Techno-Industrial Great Powers,” Infra, Ch. V., the secton on “Techno-
Economic India between World-War I and World-War 11"
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- In netther of these two items is Germany in the first place.
The UK. is ahead of Germany in both, although in absolute
values the position is reversed. The U.S.A. is at the top 1n
machinery output but at the bottom in machinery export, In
absolute values, as we have seen (pp- 42-43) the U.S.A. is at the
top in both. With the object of assessing the comparative
strength we should have to accept the findings of relative and
not absolute statistics. (Supra, p. 3).

The scale of the great powers in the coutput of chemicals
per head of population is indicated below:

1. UK. 8 M.
2. Germany 76 M,
.3. - USA. 4 M

In the export of chemicals p-h. the same three countries
are placed in the following order:‘

1. Germany 1225 M.
2. UK. 45 M
3 USA. o4 M
The map of dye exports p.b. shows the following picture:
1. - Germany 666 tons
2. UK. 189 tons
3 USA 98 tons .

The U.S.A. is at the bottom in the output and export of
 chemicals as well a5 in the export of dyes. The U.K. is slightly
ahead of or rather almost equal to Germany in the output of
chemicals.  As exporter of chemicals as well as of dyes Germany
s at the top.'
Some of the absolute figures furnished by Wagemann for
1937-38 may now be analyzed for the purposes of relative statis-
tics. (P.73). We take the estimated population at 1936. In
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round ﬁgurcs the U.S.A. had 129 millions, Germany 68 mull.
and the U.K. 47 mill.

In the output of coal per head of population the rating of
the three industrial adults would be as follows (Supra, p. 73):

1. UK. : 4934 tons
2. Germany : 2738 tons
3. USA. : 2731 tons

The UK. tops the list. Germany and the U.S.A. are at

par.
The pig iron ratings per head would give the following

result :
1. Germany 0265 tons
2. USA oIgL
3. UK o146

The first place 1s occupied by Germany. UK. and US.A.
are almost at par. '

As steel producers per head the three countries are to be
placed 1n the following order:

1. Germany : 0333 tons
2. UK. 10225,
3. USA 1 o219

In steel output, again, Germany is at the top. U.K. and
U.S.A. are almost at par, although they change places in refer-
ence to pig iron output.

The generation of electric power per head finds the three
countries as ranked below :

. 1. USA : 0938 Kilowatts
2. Germany ! 0720
3. UK. T o517

The U.S.A. is in the first place, Germany is in the second
and UK. in the third. The differences ate substantial.
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The ranking of the three countries in the manufacture of
cement per head is seen below:

1. Germany 1 0185
2. USA 1 o1bo
3. UK 1 o158

In cement output Germany is at the top. U.S.A. and
UK. are almost at par.

The differences in rating due to differences in the methods
of computation are considerable. In relative statistics which is
more valuable than absolute statistics for the purposes of com-
parative technocracy and industrialism the US.As position as
doyen cannot be accepted as a first postulate. In regard to all
the five items considered (coal, pig iron, steel, electric power,
and cement) the U.S.A. is, however, the first in absolute statis-
tics. Wagemann's ratings ate then not dependable for the pur-
poses of the present study.

In Wagemann’s ratings, based as they ar¢ on absolute
statistics, the U.S.A. should appear to be the doyen of the
techno-economic world on the eve of World-War II, nay, since
1880.% But in relative statistics this claim cannot be substan-
tiated. In case substantial value 1s to be attached to absolute
statistics India can be demonstrated to be a *“great” techno-indus-
trial “power”. Indeed, in the milien of the League of Nations
India is invariably described as the eighth industrial region of the

20 L Lippincott and H. Tucker: Economic and Social History of the
US.A. (New York, 1927), the chapters on “Manufactures” (pp. 455-465) and
“Great American Industries” (pp. 468-484); 1. Lippincott: Economic Deve-
lopment of the US. (New York, 1924); E. L. Bogart: Economic History of
the US. (London, 1908), the chapters on “The Application of Machinery to
Agriculture  (1840-60)” pp. 238-242 and “Agniculture as a  Business”

(1880-1906), pp. 286-301.
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wotld. This ranking is fallacious, In the comparative statistics of
railways examined in Economic Dcuelo;}ment Vol. II. (1932,
1938, pp. 197-210) it has been shown that India, absolutely con-
sidered, is by all means one of the greatest railway powers. Bqt
in per capita and per square mile values she is in a very low and
backward po$ition. To rank the U.S.A., as Wagemann does,
as the first power of the wotld-cconomy in 1880-1938 belongs to
the same order of fallacy as the League of Nations conception of
1925-28 about India as the eighth great industrial region of the
world. The claims of Germany and the UK. are to be treated
as more reasonable. (Supra, pp. 23, 77)..

Compam[‘ive Insurance Indices

Insurance is a line of economic activity in which nearly 66
per cent of the world’s business 1s done by the U.S.A. Some-
thing like 10 per cent is done in England.  The place of Canada
and Australia is also very high. It is noteworthy that Germany
and France are rather very low in this particular form of
capitalism. v

India’s position is that of the kindergarten child.* In
192g the total number of Lfe policies was 656,000 only in a
pepulation of nearly 350 millions, The sum total of their values
was Rs. 1,420,000,000. This may be placed in the background
of American total $65,780,000,000 (say Rs. 191,340,000,000
cpproximately). Be it noted that the life policy per head in

India was Rs. 4.

21 B. K. Sarkar:  “Entwicklungstendenzen im Privatversicherungswesen
des indischen Volkes” (Newmanns Zeitschrift fiir Versicherungswesen, Berlin,
Feb. 1931); “Insurance as Indian Business™ in his Political Philosophies Since
1905 (Labore, 1942. Vol. II, Part I, pp. 16-19).

[ £
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The latest figures may be seen in the Assekuranz-Jabrbuch
(Vienna) which has been utilized in Econcmic Development
Vol. IL. (1932, 1938). For the present we shall be content with
the comparative statistics of some time ago. President Holland
of the National Life Insurance Co. of the U.S.A. furnished the
following hgures (in million dollars) as the total values of policies
in diverse countries (1924):

Countries Millon Countries Million
Dollars. Dollars.

1. USA 63.780 Germany 713
2. UK, 9.537 France 702
3. Canada 3,285 10, Brazil 427
4. Japan 2,405 11. Switzerland 398
5. Australia 1,708 .12, Denmark 393
6. Holland 961, 13. Norway 392
7. Sweden 864 14 Ilaly 337

" These are absolute ﬁgures, 1.e.. the total values of the enttre
population in each countty. Per head of population the insu-
rance policy\ of some nineteen countries was as follows about

1925-29 (in Matks or Shillings):

Group L
‘Countries Marks Countries Marks
1. USA. 1978 10, Japan 133
2. Canada 1264 11.  Finland 126
3. Australa 1033 12.  Germany 101
4. England 1020 Group 111,
13. France 90
Group II. 14. Iy 15
5. Sweden 729 15. Spain 19
6. Norway 495 16. Bulgaria 12
7. Denmark 480 17. Rumania 6
8. Switzerland 456 18. India 6
9. Holland 452 19. Russia 1
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These comparative insurance indices exhibit India, first, in
her primitive economy so far as the people’s apprectation of per-
sonal security is concerned. In the second place, they point to
India’s extraordinary poverty. Last but noc least, in terms of
capitalistic finance and techno-economic development, India’s
backwardness is embodied in these indices in a most palpable
mannet. Since 192g there has been some progress tn insurance
as in banking, industry and culture, But her equations in
world-cconomy have not been shifted to appreciable heights.
Vis-d-vis Germany, England, or the U.S.A., India (1940) has
hardly moved away from the relative position of backwardness
that she had, say, in 1930. In case India 1930 was near about
Germany 1865, India 1940 has hardly gone beyond Germany
1866. This is only by way of illustration.

The oldest life office of England was established in the
middle of the eighteenth century. In Germany there was no
Life office previous to 1827. It is not before 1gor that the
German Empire cared to enact comprehensive insurance legisla-
ton. In Manes’s Versicherungswesen (thtee volumes, Leipzig,
1930) it will not be difficult to feel that in insurance as in other
modern capitalistic enterprises, India 1s much further from
England than* from Germany. Contemporary India’s equa-
tions with Germany ate to be located somewhere in the seventh
decade and with England in the third or fourth decade of the
nineteenth century. (Supra, pp. 19-20).

Two of the oldest dates in the history of swadeshi
(indigenous) Indian insurance are 1872 when the Hindu Family
Annuity Fund was established at Calcutta and 1874 the Oriental
Government Security Life Assurance Co. at Bombay." But it
is since the Bengali revolution of 1905 that insurance like other
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forms of modern techno-industrial capitalism has been asserting
itself in India. The infantle character 1s obvious.

Not the least characteristic mark of backwardness in eco-
nomic development is the kind of investment more or less popu-
lar among Indian insurance men. In other countries industrial
and commerctal properties absorb the majority of insurance
funds. On the contrary, it is the Government securities which
are sought in large proportions as the safest investment by the
insurance companies of India.

As long as technocracy, machine industry, overseas trade,
shipping, and organized business generally continue to be infan-
tile, insurance—capitalisin cannot . afford to take risks in non-
Government investments. Indeed, the little progress that India_
has been able to show in insurance business 1s due in a large
measure to the recent advances, however poor and slow, in the
industrialization-complex.

In the Indian Insutance Year Book 1941 (Delhi, 1942,
p- 9) the assets of swadeshi Indian tnsurance companies at
December 1940 are described as being worth Rs. 758,700,000.
Of this sum 55 per cent (Rs. 415,200,000) is invested in Indian
Government securittes, the securities of Indian states as well as
British, Colonial and Foreign Government securities. The next
important investment (Rs. 71,700,000) is in “loans on policies
- within thg:ir surrender values.” The MuniciPal, Port and
Improvement Trust securities command Rs. 59,700,000 while
the shares in Indian companies are worth Rs. 52,600,000 only.
The investment in land and house property is to the tune of.
the same amount. .

From the statistics published in the Insurance World
(Calcutta, June 1943) it is possible to say that the new business
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done by swadeshi Indian Life Insurance Companies has been
incteasing during World-War II.  The new business of the
first ten offices amounted to nearly 204 million Rupees in 1940.
It rose to some 234 millions in 1942. The share of the biggest
office in the 1942 business was worth something over g5 millions.

At the end of 1940 the total life insurance policies in
India numbered 1,553,000 only for a population of 389,000,000.
The value of all these policies amounted to Rs. 2,85‘6,300,000.
Per head of population the policy was worth on the average
Rs. 7'3, say, $2-25 or 11 shillings only. It 1s worth while to
mention, as a special feature, that 1,372,000 policies were in-
sured with swadeshi (indigenous) Indian companies, and these
were valued at Rs. 2,255,100,000. Non-Indian insurance com-
panies were insurers for 181,000 policies only worth Rs.6or,
200,000. The avefage value of a policy insuted with the
swadeshi (indigenous) companies was Rs. 1,645 only. The life
insurance fund of these companies was Rs. 624,078,000.

All these figures are to be envisaged in the perspective of
the international statistics of 1929 and 1924. (Supra, p. 82).
The most interesting item is the per head policy of Rs. 73 in
1940 as against 6 Marks or shillings (=Rs. 4) of 1929. Arthik
unnati (cconomic progress), however low be it absolutely, 1s
none the less undeniable.

The Meaning of Arthik Unnats (Economic Progress)

The significance of this progress in insurance from 1929 to
1940 deserves analysis. It has bearings on the general problem
of the wotldeconomic equations. (Infra, Ch. IV, the section,
“What 1s Economic Progress ™).

22 Indian Insurance Year Book, 1941 (Delhi, 1942), pp. 23, 29, 39.
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1929 was a year of world-boom. Another world-boom
was reaching its zenith in 1939 when World-War II broke out.
For the purposes of comparative industrialism and technocracy
it 1s necessary to inquite into the relative developments of diverse
tegions duting this decade.” (Supra, pp. 46-47, 50-51).

A noteworthy feature of techno-industrial giants is their
power of advancing from decade to decade by leaps and bounds.
The statistician can record remarkable rises in the economic
indices of England, Germany and the U.S A. almost every
quinquennium. The condition of backwards and pigmies from
the standpoint of economic indices is exactly the opposite. The
arthik unnati (cconomic progress) achieved by countries like
India, China and so forth is almost imperceptible. The rates of
increase or expansion are so low that mentionsble positions do
not sometimes atise even in a whole generation, The category,
badti (expansion) or unnati (progress), can hardly be applied to
such regfons in the sense of some substantial change. The slow
movements upwatd are to be detected in fractional or infinites-
imally small indices. The progress is more a formal or statisti-
cally recordable phenomenon than a factual or matertal reality.

That is why the economic indices for India at 1940 appear,
relatively speaking, very often to be almost the same as at 1930,
1920 of even 1g1o. In ten years India does not advance as much
as Germany even in one year about 1870. It is impossible for
India to conceive the tremendous transformations that have
taken place during the two decades from 1919 to 1939 1n Ger-
many, England and the U.S.A., nay, in Ttaly and Japan. The

conditions of Soviet Russia need not be discussed in the present

23 See the Sections on “Soviet Urbanization through Indian Eyes™ and
“The Meaning of Soviet Russia's Economic Indices.”
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context, because communistic or state-capitalistic socialism has
introduced epoch-making forces over there. (Infra, pp. go-gr).
Let us take the life policies in India. We get the following
equation of Equation Il type (p. 4):
India (1940) 1,553,000
=23 India (1929) 656,000.
The number of policies has increased 2°3 times during
192g-40. This is by all means a remarkable phenomenon. (See
Supra, The Meaning of Soviet Russia’s Economic Indices). But
it implies only that the Indian people was not much insurance-
minded in 1929. The insurance-sense has just commenced
growing. In the perspective of 389,000,000 the number
1,553,000 is hardly mentionable.
In terms of the total valucs of policies the equation 1s as
follows : ~
India (1940) 2,856,300,000
=201 India (1929) 1,420,000,000.

The amount of total policy values has likewise more than
doubled itself, This increment is however slightly lower than
that in the number of policies. _

We have then more than a hundred per cent increase in
two items of considerable importance in insurance capitalism.
It indicates that India (1940) has gone quite ahead of India
(1929). There is a third item, the value of the policies per head
of the entire population. We notice that

India (1940) 73 =18 India (1929) 4.

The policy value per head of population has increased 1°8 times,
1e., nearly ewice. This also is noteworthy.

And yet in international insurance statistics the Re. 73
policy standard of 1940 does not raise India even a point beyond
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her position in 1929. Relatively speaking, India in 1940 con-
ttnues to be below Bulgaria as she was in 1929.

Lag not Ildentical with Wasmge or Loss

While dealing with the theory of economic progress it is
worth while to refer to the category, “‘economic waste,” that
one often comes actoss in contemporary econiomic literature.
Certain cconomists are used to assuming the latest develop-
ments among the most advanced peoples to be the desirable or
normal situation for any and every individual, group, race ot
region. The actual conditions of backward or laggard regions are
placed by them in this perspective. The difference between
the values of the advanced and the backward is said to constitute
an economic waste. It is held that the laggard ought, humanly
or normally speaking, to exhibit the attainments or indices of
the hyper-developed. The implication is that the Getman,
. British or American and similar indices are to be regarded as the
normal and universal indices for all mankind. Of the 2,116
million human beings inhabiting the globe everybody except-
ing these few representatives of the highest indices is according
to this sort of world-view a specimen of wastage or loss.™

This theory of loss or waste is not accepted by the present
author. A lag does not necessarily involve a waste. Nothing
more scrious than the condition of a raw junior or youngster is
unplied. Tt is unreasonable to look upon any particular achieve-
ment as the norm for the entire human race and then treat
every downward deviation from this result as waste ot loss.

24 For somewhar older ideas see ]. E. Thorold Rogers: Industrial and
Commercial History of England (London,  1g0g), ch. on “The Economic
Doctrine of Waste™ pp. 184-204.
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Differences or gaps in value between individuals or groups are
fundamental. These gaps have often been bridged and will
often be bridged. Laggards do not remain always in lag. But
this inability to exhibit the highest values recorded in the world
at any particular point of time is not tantamount to a fall from
an alteady attained position. The status that is yet to be,—

according to some wishful thmkmg,——-cannot be trcatcd as a
past achievement. An eventual consummation of tomortow is
not a form of socio-moral capital, so to say, in the background
of which the factual condition at the present moment may be
locked upon as a misadventure, bankruptcy or failure.
Laggards are not bankrupt. The distinction between lag and
wastage cannot be ignored in any theory of arthik unnati
(economic progress).  (Infra, Ch. IV, the section “Alleged

Wastes under Communism”).

Indid’s Lag Increasing by the Anglo-German Standard

The equations exhibited on pp. 19-20 throw realistically a
flood of hight on the theory of arthik unnati (economic progress).
In absolute statistics a region may be showing higher and higher -
results. But the values of these higher and higher figures are
perhaps lower and lower in relative statistics, i.e., in the pers-
pective of the indices of other regions. (Supra, The Meaning
of Arthik Unnati, pp. 85-88).

India’s economic badti (expansion) or progress may be de-
monstrated to be an objective fact by the evidences of staustical
history from decade to decade or generation to generation. The
formula for a phenomenon like this is embodied in Equation II,
namely, A(1940) =x A(1905) (Supra, p. 4). But during the
same period by the standard of British badti India’s badsi may

12
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be comparatively less and less. India may not be exhibiting
economic decline from year to year. Poverty is not increasing, it
1s pethaps decreasing. And yet relatively to England India may
be proved to be going backwards and backwards in time or rather
in the number of years, The rate of progtess in England may
be considerably higher than the rate of progress in India.
Relative tegression may be combined with absolute progress.

This paradox of economic progress is accounted for by the
diffetences in the rates of badti (expansion) or unnati (pro-
gress) between region and region ot people and people. Every
body marches, but not all march alike. There is the speed of
the hare, there is the speed of the tortoise, and then there are
the tigers and the lions. The strides of giants cannot be con-
ceived by dwarfs. The formula for the differences in the rates
of march or movement is to be seen likewtse in Equation 11, in
which the value of x depends on the different capacities of A,
- B, and othets.* (Supra, p. 70).

Let us place here the techno-economic strides of India,
first, in the perspective of those of Germany, one of the lions.

In 1853 India is nearly 23-38 years behind Germany. In
1885 this behindness or lag is represented by some 37 yeats.
In 1905 the value of this lag is about 45-55 years, Finally, in
1940 India’s lag by the German standard is to be measured by
something like 70-75 years. India’s lag vis-d-vis Germany has
therefore increased from some 23 years to 75 years from 1853
to 1940. (Supra, pp. 86-87).

We have seen in those equations (pp. 19-20) that the
strides of Germany and England are not equal.  We shall there-

24 Sce the Section on “Youngsters vis-d-vis Adults in World-Economy.”
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fore now size India’s strides up by the standard of the British
* lion. '

Vis-a-vis England the position of India in 1853 was that
of a lag of some 68 ycars. In 1885 the lag increased to nearly
70-85 years. The lag in 1go5 was a mattet of about 75-go years.
In 1940 the British standard found India lagging behind by
almost g2-110 years. During the period 1853-1940 India’s lag
has been steadily increasing. The distance of nearly 68 years
. has risen finally up to about 110 years.

Limitations of the Table of Equations

The tableau économique (pp. 18-20) looks very precise and
dogmatic. . In reality it should not be treated as anything more
than suggestive and approximate. It is more a framework of
formule than a chronological cable of factual parities. The
shortcomings are obvious.

The number of indices worked out in my previous publi-
cations is very small. For the purposes of -comparison with
contemporary India, China and their peets, say, from 1905 to
1940 the most valuable statistics are those of England, France,
Germany and America during the first half of the nineteenth
century. It is extremely difficult to get hold of numerous and
manifold figures for that period even in the libraries of London,
Paris, Betlin and New York, (S#pra, Footnotes to pp. 3, 22).

Besides, no actual figures of 1940 from the Indian side have
been brought under comparativc analysis.  Last but not least,
it 1s not enough to collect the indices for a few prominent eco-
nomic activities, say, coal, iron, cotton .industry, rice and wheat
cultivation, exports and imports, transportation, etc. The in-
dices should be as many and as varied as possible in order that a
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somewhat wide and extensive base may be established for
comparison. The Annuaire Statistique de la Soci¢té des
Nations pubhshes 136 different tables, Most of these are
necessary in a study of comparative capitalism-c#m-socialism.
The present work does not cmbody an entetptise of that
dimension and must therefore be taken as subject to consider-
able limitations. In any case, the table remains to be revised
and completed. It is to be trusted that the work will be under-
taken by various researchers at home and abroad from diverse

angles.

Anglo-German Equations in the
Theory of Economic Progress

In che theory of economic progtess we have illustrations of
the opposite' trend also. Instead of the backwardness or lag
increasing, it may diminish and be ultimately made up. A
laggard can carch up with the go-ahead and establish an
equality. Nay, the laggard may ‘eventually march past, trans-
cend the parity and place the go-ahead of yesterday at a lag
* vis-dvis itself. It is not impossible that the go-ahead and the
laggard change places. ‘

Ilustrations for this type of relations between laggards and
go-aheads are furnished by the Anglo-German equations™ (pp.

25 The subject does not appear to have been dealt with intensively by
any economist. The works of German economists like Kulischer, Walters-
hausen, Helfferich, Schilder, Sombart, Wygodzinski, Matschos and WoytinsKy,
British economists - like Rogers, Toynbee, Mulhall, Giffen, Cunningham,
Ashley, Unwin, Bowley, Stamp, Hammond, Knowles, and Clapham, and French
economists like Chevalier, de Foville, Levasscur, de Rousiers, Bonnet, Lavergne,
Pupin, and Sée offer suggestive hints. Th works of fralian economists,—

Tivaroni, Gini, Barbagallo, Ciasca, Porri, Morandi,~can throw sidelights on
the equations between West-European economic regions. Some of these works
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19-20). In 1830 Germany is behind England by nearly 30-45
years. This lag is reduced to some 22-40 years in 1870. But
in 1905 the lag vanishes and Anglo-German parity is a fait
accompli. 'This means that in thirtyfive years from 1870 to
1905 Germany accomplishes techno-economically as much as
England in seventyfive years from 1830. (Supra, pp. go-g1).

In statistical publications like Mulhall's Industries and
Wealth of Nations (London, 1896) or Dictionary of Statistics
(1909) and Woytinsky's Welt in Zablen (Betlin, 1925-28) it is
possible to get data bearing on such ““catch-ups.”  Economic
interpretations of these and other world-statistics are necessary
in order to establish the theory of arthik unnati (economic
progtess) on secure foundations. ‘ ’

Recent examples of Germanic gant-steides or Blitz (light-
ning) progress may be scen to a certain extent in the techno-
economic achievements of Soviet Russia since October 1928
(Gosplan I). The rates of economic progtess in Japan may
likewise be cited in this connection.

The Economic Progress of a Depqndenéy

Regions like India, Burma, Indonesia, Indo-China, etc. can
but watch these rates from a distance. The economic reality of
India’s progtess is that of increment in lags or regression by the
Anglo-German standard.  Here we encounter to a considerable
extent the role of foreign rule in the economics of a dependency
(Infra, Ch. VI, the section on “Indonesian Economy").

The economics of a politically subject region is the eco-
nomics of relative regression vis-d-vis the ruling region. This is

have been utilized in the previous works of the present author. See Supra,
Footnotes to pp. 3, 22.
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an aspect of the equations of world-economy which cannot be
over-emphasized. No statistical index is more significant in
the theory of economic progress than the index of increasing
regression. (Supm, pp- 90—91).

From 1853 to 1940 India’s increasing lags in years by the
Anglo-German standard are indicated in the following table :

Year India Bchind Germany India behind England
' by how many ycars. by how many years.

1853 23-38 68

1885 ' 37 70-85

1905 4555 7590

1940 70-75 92-110

The othet aspect of the theory of economic progress,
namely, the reduction in lag in certain regions is no less signi-
ficant. The diminishing lag of Germany by the British
standard from 1830 to 1905 is shown below in the declining

number of years (Supra, p. 93):

Year Germany behind England
by how many years.

1830 ' 30-45

1870 22-40

1905 °

For 1938 the Anglo-German situation may be seen in the
discussions about the claims of U.S.A., Germany and UK. as
techno-industrial doyen (Supm, pp- 77~81).

The student of the equations of wotld-economy can have
no two tables more useful for the elucidation of the principles
of economic progress. To the statesmen of economic planning
likewise these two tables are of the greatest practical value.

The responsibilities of foreign rule for a substantial part,
if not all, of the poverty, medieval survivals, illiteracy, insant-

tary conditions, scientific and technocratic lags, and cultural
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backwardness cannot by any means be denied. In an objective
and unsentimental analysis of world-economy the war against
poverty, low expectation of life, techno-industrial lags, semi-
primitive agriculture, as well as underdevelopment in capitalism
and socialism becomes for a subject race, then, in a large measure,
if not exclusively, a war against foreign rule. Those economists
who are not politicians by profession or imperialists by interest
are invited to discuss these aspects of the world-economy in a
dispassionate and scientific manner. (Infra, pp. 107-108, and

: Chapter IV, the section “What is Economic Progress?”’).

Sbortcomings of World-planning Schemes

The Anglo-American plan or plans for multilateral con-
tracts, reduced tariffs, and international currency are directed
against Huler's Ewropiische Neuordnung (European New
Order) under German commercial and monetary domination.
But the economico-financial technique of each is identical. Both
these conflicting systems (Anglo-American and German) have
one common objective. (Infra, Chapter 1II, the section on
“The Psychosis of Eur-American Finance”). .

This 1s, first, the expansion of markets for the goods of
industrial powers, and secondly, the perpetuation of the agrarian
character of the backward and politically subject regions. Both
are primarily interested in keeping dependencies and laggards
at a considerable lag in the matter of industrialization and pre-
venting them from competing with the industrial poweré. The
prevention of large-scale techno-industrial developments in
dependencies and other backward regions is the goal of the
rival capitalistic-imperialistic plannings. The highest that these
world-planning schemes of Germany or the Anglo-American
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allies can concede to the backwards, colonies and dependencies
in the line of industrialization is the production of consump-
tion goods by modern machinistic methods. But they are
opposed to the manufacture of machineries, tools, implements,
Produbtionsmistel, investment goods etc. by the backwards,
colonies and dependencies.

Even the pi‘oposcd international currency-systems, Unitas
and Bancor, assume the more or less exclusive “‘monoculture” of
raw materials and foodstuffs in certain regions to be exchanged
agamst the finished products of other regions. The American
“lease-lend” method is likewise well calculated to force Agrar-
staaten (agricultural states) to remain predominantly agricultural
in order to be able to repay the debts from the U.S.A.

The capitalistic-nationalistic interests of the peoples of
India, Burma, Indonesia, Indo-China and the Philippines on the
one hand as of the Balkan Complex, Eastern Europe and Latin
America on the other cannot but offer the strongest opposition
to such plans. These are the plans well calculated to keep the
backwards hopelessly down as hewers of wood and drawers of
water to the American, British, German and other industrial
empires for a rather lengthened period. Whether it is possible
for the colonies, dependencies and other backwards to eﬁectively
oppose such anti-industrialization plans is another questlon

To these aspects of world—economy the economic experts of
the League of Nations and the International Labour Office have -
been systematically blind. Nor is there any understanding of
this problem in Condliffe’s Agenda for a Post-War World
(New York, 1942). The shortsightedness and other inadequa-
cies of World-Planning Schemes are too Palpable. The essen-
tially human ideals and ambitions of subject races and back-
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ward regions hardly ever belong to the terms of reference of -
reconstruction plans formulated under Grear Power auspices.

In Problemes du Chémage en 193 1 (Geneva 1931) the pro-
tectionistic and nationalistic attempts at industrialization on the
patt of backward, semi-colonial and subject peoples are appraised
as troubles du commerce qui sont générateurs de chémage. In
the estimation of the economists of the League complex the
arthik unnati (economic progtess) of the laggards by moderni-
zation of technique and economy 15 but tantamount to hindran-
ces to commerce and causes of unemployment.

American economists of international problems have
hardly gone beyond that ideology. They are pinned down to
the traditional policy of preventing China, India, Latin Ame-
rica and similar regions from developing the machinism and
industrialism of respectable dimensions. The danger to Eur-
American wotld-domination is suspected by them as lying in the
emergence of an industrialized Asia as of an industrialized Africa
and an industrialized Latin-America. The adequate industria-
lization of “agricultural states” belongs neither to the world-
planification of Anglo-American “free trade” theorists nor to
that of German believers in unilateral and barter regionalism.
Economically speaking, semi-free or even free peoples are likely
under these conditions to be reduced to the status of colonies or
dependencies. (Infra, Ch. III, the section on ‘““The Psychosis

of Eur-American Fiance™).



CHAPTER IlI

War-Economy anDp THE WorLp-Economic EquaTions

Indian Industrialism dm"ing World-War I

An illustration of the equations of world-economy as well
as their practical significance in economic statesmanship may
be furnished from the position of Indian industrialism
vis-dvis Wotld-War 11 (September 1939—).  This will
serve also to .elucidate some of the topics of absolute and
relative statistics. ’ :

The swadeshi (indigenous industry) revolution of Young
India (1905) would have failed to grow into the power it has
become today, had there been no World-War [ (1914-18). That
was a god-send to all-Indian industrialism and capitalism.  The
industrial revolution or transformation of India was intensified
and multiplied by the economic enterprises attendant on that~
fiest: “Kurukshetra” (armageddon) of the twentieth century.
On that occasion as on many others in all the epochs of history
since the Moh_enjodarian, indeed, since the Palzolithic ages war-
economy acted as a powerful factor in the promotion of indus-
trial and commercial Life. War has always been a creative agent
in inventions and discoveries. It has ever been considerably -
responsible for new industries, trades and businesses. No war,
no science. No war, no technocracy. No war, no progress.
No war, no civilization. These statements need not, however,
be taken in the advaitavadi or monocratic method of functional
determinism. Thete ate other forces besides war-activity in the

evolution of science, enginecting, progress and cvilization.
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Those forces working for arthik wnnati (economic progress)
must not be mintmized.

All the same, one has only to observe the economic indices
of India about 1925 and place them in the perspective of those
about 1905-13 in order to be convinced how tremendously
India’s ndustrial progress was influenced on account of the
direct and indirect contributions of the World-War I (1914-18).
Banks, insurance companies and transportation societies such
as today are being run by Indian financiers and manned by
Indian talent, are all every day conscious of that wat as a bene-
“ficent agency in Indian technocracy and capitalism. And of
course the industries, large, medium or small, hay, the cottage
arts and crafts, the exports and imports as well as the agricul-
tural occupations, all felt the impacts of the war in an exceedingly
favourable manner. No greater tonic has been administered to
the swadeshi (indigenous industry) revolution of the Indian
people than the war-economy of 1914-18.

In regard to the present war also, which 1s really a continu-
ation of the last war, being but the second round in what may
cventually turn out to be a hundred years’ armageddon between
the two dommnant pedples of the modern world, students of eco-
nomic statistics, especially in their bearings on Indian industry
and commerce, can treasonably look forward to similar consum-
mations. The economic indices of 1950 wvis-d-vis 1938 are
tending to be at least of the same magnitudes as those of 1925
vis-g-vis 19¥3. Another god-send to the industrial swadeshism
of India is being furnished by the present war. No shrewd
businessmen can afford to be misled, as some wete being misled
during the first year of the war, by the panicky obscrvations or
interpretations of the man in the strect. The objective facts are
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telling their own tale. The war-industries and the war-trades
have already been functioning in India in a palpablé manner.
The news-agencies of the present war ate undoubtedly not
as generous as those of the last in furnishing information about
the smallest or the largest new ventures or enlargements of old
enterprises, such as are taking place in order to feed the war-
machine. Nor do they always appear to be keen enough in
repottmg on the non-war industrial establishments that are
emerging in order to fill in the gaps created by the disappearance
of the peace-time foreign suppliers of India’s normal require-
ments. The factual changes in the direction of Indian exports,
Le., the shipments of Indian manufactures, semi-manufactures
and raw produce to new countries within and outside the war-
reglons do not likewise appear as yet to have claimed the atten-
tion of the publicity bureaus. This absence of news, inevitable
as it happens to be, is regtetted by none more than by economic
theorists and statisticians, who find it impossible to work out
indices for the lack of objective data. In so far as virtually every
bit of industry and trade belongs to the “war effort” and
hence 1s a “‘war secret”’, the science of economics or economic
theorizing 1s pcrforce suspended for somc long time to come.
But the noses of hard-headed businessmen do not depend ex-
clusively on the flavouts catered by the official or non-offictal
news agencies. They must already be aware of the slow but
steady transformations in the industrial and commercial
structure of India engendered by the war-economy of today.
The demand for the goods produced by Indian swadeshi
manufacturers is so great that no advertisement is necessary for
them to market the stuffs. The buyers are at the doors of the
factories even before the goods are ready for delivery. The
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absence of publicity on the part of manufacturing companies 1s
easily understandable on purely business grounds. An addi-
tional consideration is the anxiety to keep the news of war-
industrial development and progress from leaking out to the
enemies. Economic theorists and the lay public cannot afford
to ignore this aspect of the present industrial situation in India.

The Economics of a Long War

Nobody is blind enough to believe that during the period
since the outbreak of the war in September 1939 India’s wat-
preparations in men, material, technique and so forth have
failed to influence Indian agriculture, manufacture, com-
merce, transportation and technical education to any extent.
The economist has but to visualize these preparations in a
realistic manner and the businessman but to depend less on
newspaper reports ot rather on the absence of such reports and
more on his eyes and ears, and both are likely to be convinced
that the present war is repeating the experiences of the last in
regard to the progress of industrialization, technocracy and
capitalism in India. Al this arthik unnati (economic progress)
has to be visualized, further, in the background of, say, a seven-
year, or at any rate a five-year war (since September, 1939).
The advances in engineering, chemistry, electro-technique,
aviation, land-transportation, roads, manufacture, cottage indus-
tries, as well as agriculture, on the one hand, and in the growth
of technical heads, business experts, and skilled workingmen
on a somewhat appreciable scale on the other may then be
presumed to be the realities of economic India about 1950.
Compared to that prospective consummation the developments
of 1913-25 might even appear to be rather inconsiderable.
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It should be observed, however, by way of warning, that
the adboc supplicrs of war orders placed by Government cannot
grow into pucca industrialists or shrewd businessmen for post-
war years. Those individuals or firms who had no industry or
trade previous to 1939 are not likely to pick up much business
talent or experience on account of the windfalls in the form of
Government orders. Such *‘protected”” industrymen do not
have the chance to fight their way out in open competition.
Very many of them are thercfore in for failure about 1946-50.

The panicky climate of the Indian markets from
September 1939 t6 June 1940 (the fall of France) was in the
main due to uncertainties about the prospective duration of the
war. Those observers who attached extraordinary importance
to the Blitzkrieg tactics had been nursing every morning the
ideology of a three-week to three-month war. The present
author is one of those who, although not connected with poh-
tical movements, considered the prevalent notion of a-short war
as much too short-sighted even in 1939 and 1940.

This is too naive an ideology. A war in which are being
decided the boundaries of every people in Europe as well as the
~ fortunes of many races, if not of every race in the two hemis-
pheres, can hardly ever be the plaything of a few days, months
or year's or settled by a negotiated peace of any sort. Not to
envisage a pretty long war in the present instance is the height
of unbusinesslike mentality and unrealistic historic sense. But |
the ideology of a ksomewhAat long war (five to seven years) has
at length been accepted in the business world. The matkets
have begun to function in all their boom manifestations.
Perhaps today after the oc‘cupation of North Africa by the
Anglo-American forces (May, 1943) the psychology of the
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business world s ,gradually' getting used to the prospects of
adequately long-period military, naval and aerial requirements
for the Indian people and the British Empire in general.

The eventual invasion of Europe by the allies is being
considered to be a strenuous and lengthy affair. (June 1943).
The invasion of Europe, if and when it comes, will not - auto-
matically lead to the liquidation of Germany’s _conquests from
the Atlantic to the Donetz. Even after the surrender of Hitler
there will still remain the “East-Asian co-prosperity sphere” of
Japan to tackle. The end of the war 1s, humanly speaking, yet
far off. 1In case, further, Germany chooses not to undertake this
year an offenstve in Russia her exhaustion can only be deferred
to an indefinite future.

Eastern Group Conference

[t 1s in this connection that the activities of the Eastern
Group Conference acquired a special significance. Neither the
economist nor the businessman can afford to take the purély
political or journalistic view of this Conference. It is reasonable
to start with an clementary postulate, namely, that it is not
with the direct and avowed object of promoting India’s arthik
unnati (economic progress) or helping her forward along the
lines of industrial autarchy that the Conference was convened.
Its function was primarily to organize, consolidate, unify and
rationalize the British Empire resources in this part of the
hemisphere with a view to the most efficient carrying on of the
wart. Every industrial, agricultural or commercial measure that
may have been projected by the Conference is subordinated to
this single mission. During the critical days of 1940-41 the
financial and industrial power of the British Empire, so far as
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Asta 1s concetned, may be said to have been virtually vested n
this Conference,—of coutse, in co-operation with and under the
authbrity of the Viceroy of India.

Not all the pet hobbies of the Indian economist nor all the
- financial intetests of the Indian businessman can evidently come
to be taken care of in the fulfilment of this mission. The Con-
ference is really to be envisaged as nothing but the British
Empire in its economic aspects especially deputed to utilize Asia
as the most effective instrument and base for the war. The
economist as well as the businessman have to be prepared for
the situation that, among the overseas suppliers of goods for the
Indian market Australia and South Africa will occupy a larger
and larger place. - Any slight acquaintance with the bazars of
Indian towns and villages will leave no doubt about the increas-
ing tole of these two Dominions in Indian economy. This role is
going to be more and more infAuential, nay, dominant during the
next few years. The rule of British capital in India bids fair to
be exercised in very large propottions from Australia and South
Africa functioning virtually as repfescntativcs of the United
Kingdom. In collaboration with the Viceroy Australia and South
Africgl may be said to have got the “Powcr of attorney’’, as it
were, from the UK. in regard to her nterests in India, Burma,
and Southern Asia generally for the duration of the war. Eastern
Group Conference was not so much an economic as a political,

 strategic and lmperlallstlg necessity for the British people.

Australia and South Africa in India
While taking due note of the rdle of these Dominions as
the supplier of goods for India neither the economist nor the
businessman can afford to be bamboozled into the idea that all
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the warrequirements of India, the Persian Gulf region,
Caucasian Iran and Russia, Western Asia and North Africa up
to the Atantic or eventual Burmese, Chinese and Far Eastern
or South-east Asian and Siamese battlefields can be, first,
manufactured in Australia and South Africa, and secondly,
shipped safely to India across the seas. British capital cannot .
afford to depend exclusively on these two Dominions in regard
to the supplies required on the present and the prospective
war-fronts in and around India. The exigencies of Empire
defence are bound to counsel the British war-magnates willy-
nilly to invest larger doses of their finance in establishments on
Indian soil than they may have been contemplating. ~ Apart
from the direct war-industries there is the question of supplying
India as well as her neighbours with the industrial goods of all
sorts, such as used to be imported from abroad. The problem
of these normal supplies cannot likewise be trusted exclusively
to the factories and workshops of far-off Australia and South
Africa. The financiers and business experts of the United
Kingdom ate, therefore, being forced by the pressure of circums--
tances to take India and the Indians more into confidence than
they probably wanted to. These are certain aspects of war-finance
such as no economist and businessman in India can afford to ovet-
look if they care to be realistic and objective. Arthik unnai (eco-
nomic progress) may be derived even from indifferent partners.

The manufacture of tools, implements, machineties, Pro-
duktions-mittel (instruments of - production) biens d'investisse-
ment (nvestment goods) etc. by Indians does not belong to the
scheme of British imperialism, political or economic. And yet
the dangers of the sea are compelling the UK. to permit these

manufactutes to some extent on the Indian soil. It is impossible

4
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for her to prevent the growth of a cettain number of engineeting
and chemical establishments as well as experts,

Evidently there should be a good place for Indian capital
and bustness ability to function in these circumstances. In 0
far as a great deal of war industries as well as non-war industries
is bound to be promoted or enlarged in India as a necessity of
British, and since the entry of Japan into the wat-arena (Dec. 7,
1941), of Anglo-American war strategy the chances for Indian
financiers, businessmen and technical experts co-operating
directly or indirectly with the British and American personnel
and 1nstitutions should ai)pear to be of somewhat large
dimensions. In other words, although neither the industriali-
zation of India nor the promotion of economic autarchy in India
belonged to the terms of reference of the Eastern Group Con-
ference, the expansion of India’s industry and commerce, tech-
nocracy and capitalism can be depended upon as one of the
inevitable consequences of the projects that may have been taken
in hand according to its suggestions. The machine-tools, scten-
tific instruments and apparatuscs, machineries and other Pro-
duktionsmittel (agents of manufz{cture) etc. imported from the
US.A. as “lease-lend” supply are telling their tale in Indian
techno-economic life. The results may be temporary. But
they have need to be noted.

Anglo-American repugnance to the genuine and high-
gtade industrialization of India is being cffectively counter-
acted by the sheer force of necessity.  England and America as
Western Europe generally hate an industrialized Asia. But
they are now compelled to promote' this industrialization in their
own interest,—although uﬁdoubtcdly with great hesitation and
within well-defined limits.
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The statistician who s interested in the economic indices
and in the equations of world-cconomy should not, however,
fail to point out at once that in point of technocracy and capi-
talism both Australia and South Africa are much higher deve-
loped and rationalized than India happens to be at the present
moment. The Statistical Year-Book of the League of Nations
(Geneva, 1938, pp. 134, 143) says, for instance, that in 1936
licele Australia with some 7 million inhabitants produced
834.000 tons of stecl as against India’s 880,000 tons. Austra-
lia’s coal output amounted to 11,553,000 tons while India could
show 21,000,000 tons only. In South Africa the output of
stecl was 248,000 tons and of coal 15,500,000 tons. South
Africa’s population was near about 10 millions only. Apart
from other considerations these two indices alone,—coal and
steel output per head of population,—placed Australia and
South Africa much higher than India in the scale of
comparative industrialism.  In regard to the pressing prob-
lems of the wat, India, gencrally speaking, is, therefore, likely
to be relatively much less efficient as an industrial and technical
supplier than either Australia or South Africa, Besides, it 1s
Australia and South Africa that may be expected in much
shorter time than India to get prepared for the new technocratic
and industrial developments required in the present conjuncture.

India’s part in the war-economy of the British Empire may
not, therefore, be as spectacular or phenomenal as that of these
Domintons. Her arthik unnati (cconomic progress) may like-
wise fail to be as rapid and as high as that of theirs. This
should be taken as perfectly normal. The amount and rate of
advance that an economic region can exhibit depend naturally
on the actual economic condition at the moment of start.
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Absolutely considered, also, ‘the rate of India’s progress 1s per-
haps likely to be low. But the industrial, technocratic and
capitalistic expansion of India bids fair to be a solid economic
reality all the same. The reasonable attitude for the Indian
economist, businessman or economic statesman should not be
to compare India’s absolute or relative progtess with Australia’s
and South Africa’s during the next few years except as a theo-,
retical study. The chief concern from the Indian side ought
to be to watch from month to month or year to yéar how far
India has been advancing in the modernization of technique,
business establishments, agriculture, workingmen and other
personnel in reference to the perspectives of 1938. (See
Equation 11, p. 4).

It may be found that there is hardly any chance of India
being exploited by Australia and South Africa in the sinister
sense. On the other hand, there are oppottunities presenting
themselves before India for enriching herself and advancing her
own Interests with and without British or Anglo-American
finance and technical co-operation along the entire front covered
by what 1s known as planified economy of economic plannmg
It 1s hardly to be doubted that the shrewd busincssmen of India
will know how to utilize the vishwa-shakti (world-forces) gene-
rated by the war-economy in order to promote the expansion of
India as an industrial power not only at home but also in the
two hemispheres, especially wherever there were markets for the
British goods down to 1939.

The fundamental limitations of arthik snnati (economic
progress) for a political dependency must not be lost sight of
in any dispassionate and scientific study of the world-economy.

(Supra, pp. 93-95). After all, Australia and South Africa are
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bound to get relatively greater chances and facilities from the
UK. than India in regard to the raising of the war-time
equipment and efficiency to an adequate level. India would not
be a dependency 1f she were not to get less. British capitalism
cannot afford to elevate India in science and technocracy to any
mentionable platform. Indians must know how to explore and
utilize vishwa-shakti (wortld-forces) in their own incerest.

The Psychosis of Eur-American Finance T

It does not require extraordinary economic intelligence to
understand that neither England nor the U.S.A. is interested
in raising the techno-economic power of India to that of rivalry
with herself. No Indian businessman, economist or politician
is perhaps simple enough to believe like that. Eur-American
finance cannot possibly think of developing China’s or India’s
industrial resources to the status of “great powers” in the capi-
talistic world. Neither China nor India can expect any co-
operation from Anglo-American financiers or war strategists
except to the extent that these technocratically primitive and
industrially backward regions can be somewhat cfhciently used
for the purpose of expanding the horizon of British or American
world-domination. From the Indian standpoint as from the
Chinese it is not a question of developing oneself to the highest
of onc’s stature but of simply utilizing whatever England and
the U.S.A. consider it expedient to place at the disposal of semi-
modern laggards. As yet Asia is not in a position to choose the
“ideally best” course in her relations with Eur-America. She
has to be satisfied with the ‘“‘second bests.” -

The fear of post-war competition from an eventually
well-industrialized India and well-industrialized China s the



110 THE EQUATIONS OF WORLD-ECONOMY

permanent pSychosis in Anglo-American diplomatic and finan-
cal crcles. The baute finance or finance-capitalism of all
hyper-developed regions,—German as well as Anglo-American,
—is tnvariably neurotic vis-d-vis the industrialization projects
of underdeveloped territories. It is quite’ well known that the
pessimism of Eur-American thinkers like Spengler as embodied
in Der Menscl und die Technik (Munich, 1931) 1s fundamen-
tally rooted in the industrial advances of India, China, and
- other backward regions and their factual competition with the
“white” (Noric) powers. (Supra, *The Economic Progress of a
Dcpendcncy,” pp- 93795, ‘‘Shortcomings of World-Planning
Schemes,” pp. 95-97, Infra, Ch. VI, the section on *‘Indonesian’
Economy,” Ch. X, the section on “The Réle of Imperialism in
the Equations of World-Economy’).

This psychosis and pessiniism of Eur-America vis-a-vis
Asian  techno-industrial modernizations are responsible for
much of the misunderstanding between East and West.
Neither China nor Iran, neither Indonesia nor Burma, neither
the Philippines nor India, ncither Stam nor Iraq, neicher Indo-
China nor Turkey can ever tolerate any plan, scheme or system,
k—-—ideological or institutional,—financial or political,—such as 15
likely to perpetuate and lengthen the lag between an advanced
region and itself. Everybody directly or indirectly associated
with and responsible for the existence or continuance of techno-
cratic, industrial and cultural lags,—i.e. the hindrances to ade-
quate ‘and swift modernization,—bids fair to be treated in
Asia as an enemy of Asian progress. This should be regarded. -
as one of the definite lessons of the present war. Eur-American
world-planners cannot afford to minimize or ignore this senti-

ment of Young Asia.
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Loans vs. Revenue in War-Finance
War finance is an economic field in which some of the
features of hyperdeveloped regtons may happen to be in evidence
in relatively undeveloped or underdeveloped zones. The two
fundamental bases of war-finance are revenue and loans. This
is the experience not only of World-War II and World-War [
but of all wars since the Napoleonic times. The Indian
budgets' for 1941-42, 1942-43 and 1943-44 exhibit, therefore,
a family likeness with those of Germany and England as regards
the presence of these two items. But the pigminess of econo-
mic India in the perspective of the giants is no less obvious.
It is to be found, among other things; in the relattve proportio‘n
between loans and revenue in the financial structure. - In the
war-finance of Germany as of England it is the loans that com-
mand the lion’s share, over 50 per cent.,” whereas financial India
depends more on revenue than on loans. For 1943-44 the
income from revenue is budgeted as Rs. 1,993 millions and
from loans as Rs. 403 millions. This works out at 17%, for
loans as against 83%, for revenue. The revenues of India’s
war-economy constitute, generally speaking, 75-80 per cent
while not more than 15-209, per cent is accounted for by
loans.  We must not be prepated, however, for a cut and dried
formula about these proportions. '
Monistic interpretations ought to be avoided in this as in
other ficlds. But the relatively low propottion of loans in the
t Discussed by B. C. Sinha and ]. Banerjea in Current Thought
(Calcutta) for April-June, 1942 and January-March, 1943. Sce the Speech by
the Finance Minister (New Delhi, 27 February 1943), pp. 175, 178, 187.
2 H. W. Singer: “German War-Economy in the Light of German

Economic Periodicals” (Economic Journal, London, December, 1940, April,

and Scptcmbcr, 1941
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war finance of India has her umversal poverty and low “‘national
income”” as a princtpal cause.

Duting World-War 1 (1914-18) the percentage of normal
revenue to total expenditure in the United Kingdom was as
indicated below:*® '

Year Total Expenditure Total Revenue  Revenue in Percentage
in £ millions i { milliens of Expenditure
1914 197 198 1005
1915 561 227 404
1916 1,569 ‘ 337 216
1917 2,198 573 2611
1918 2,696 , 707 262
1919 2,579 889 345

Revenue accounted for 404, 216, 261, 262, and
34'5 pet cent of the total expenditure. The corresponding per-
centages for loans ranged from 75 to 65.

In regard to World-War | (1914-18) the proportions
between revenue and loans have been worked out by H. E. Fisk
in The Inter-Ally Debis (Bankers Trust Co, New-York, 1924,
Table IX, p. 330).

The total cost of the war (1.e., expenditure in excess of the
~ pre-war basis) covering the six years 1914-15 to 1919-20 was
distributed between revenue and loans as follows in the coun-

tries named agamst them (m 000,000 dollars)

Countries Revenue Loans
1. Great Britain 14,042 34:958
2. Canada 403 2,130
3. India 530 509
4. France 1,416 32,031
5. lraly 5238 13,396
6. Germany ' 5777 41,193
7. Russia R 745 19,030

3 A H. Gibson: British Finance, 1g14-21 (London, 1921) pp. 202, 215
(chart on p. 200). ’ :
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The revenue-loan proportion (in percentage) comes. out as

follows :
Countries Revenues . Loans
1. Great Britain 287 713
2. Canada 159 841
3 India 465 535
4. France 42 958
5. luly ’ 281 719
6. Germany 123 877
7. Russia 38 962 .

Not all the seven countries indicated above exhibited th
same proportion. But the dominant share of loans is conspi-
cuous, In the revenue item India’s percentage was the highest.

According to the German economist, Prion, “England was
only able to cover about 12%4 per cent of the war expenditure
by taxation and in the case of all the other countries the per-
centage was very much lower.” In Germany the situation was
as follows. The total war expenses from August 1914 to
December 1918 amounted to 147,300,000,000 Matks. During
this period the total revenue accounted for 20,740,800,000
Marks. The rest, i.e., over 125 milliard Marks had to be raised
by loans.® .

The war budgets of India during Wotld-Wa II. as duning
World-War I show other pictures, It is the low national income
per capita® of industrially undeveloped or infantile countries

4 Stewer und Anlebepolitik in England wabrend des Krieges (Berlin,
1918); Karl Helfferich: Money Vol. L. (London, 1927), p. 277.

5 Helfferich, Money, Vol. I, pp. 224, 228.

6 All-India Income-Tax Report and Retwrns 1938-39 (Delhi, 1940),
pp. 13, 21, 31. For low per capita production sce infra, “Techno-Economic
India between World-War 1 and World-War 11"  See the references to
India (production, naticnal income, etc.) in C. Clark: The Conditions of
Economic Progress (London, 1940).

15
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like China and India that, other circumstances remaining the
same, almost monistically determines this proportion, namely,
the relative paucity of loans in war-finance. A corresponding
feature of such primitive or backward economies is the greater
dependence of war finance as of public finance generally on in-
direct rather than on direct taxes. Higher doses of povetty are
to be taken as directly associated with primitive or underdeve-
loped economy. Loans and direct taxes (like largé scale state
expenditures on soctalistic services) may almost be regarded as
the luxuries of prosperous ot high national-income communities.
Other factors need not be entirely ignored, however.

The Inflation-Complex in Employment-cum-Currency

Another item which does not fail to attack the undeveloped
economy as the hyper-developed during a war-regime is the ex-
pansion- or inflation-complex in employment-cum-currency.

The note-circulation of the Bank: of England rose from
£554,000,000, in 1939 to £950,000,000 in December, 1942.
The only cover for this period was fiduciary ({580 m. in 1939
and [984 m. in 1942). Virtually all the gold was transferred
from the Bank to the Exchange Equalization Account.” Not
more than £200,000 only was left in the vaults of the Bank.

The expansion of note-circulation in India during the
period may be seen in the following figures of the Reserve

B‘ank:"v

7 Federal Reserve DBulletin (Washington, D.C) June, 1941, p. 591,
Economist (London), 12, December, 1942.

8 Reserve Bank of India Report (Bombay), 5 February, 1940, p. 35
10 August, 1942, p. 29, Indian Tyade Jowrnal (Calcutta), 18 March, 1943

p- 397. 10 June, 1943, p. 313. -
Other interpretations of the Indian currency expansion may be seen in
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Ttems Dec. 1939 30.June, 1942 5, March, 1943

Notes © Rs. 2,542,000000 4615000000  6,348,000000
Gold Cover 441,000,000 444,000,000 444,000,000
Stetling Securities 1,075,000,000  2,668,000,0000  3.957,000,000
Total cover 1,510,000,000  3112,000,000  4.401,000,000
Percentage of Cover to Notes 59'7 674 693

The expansion of note-circulation from Rs. 2,542 millions
to Rs. 6,348 millions from December 1939 to 5 March 1943
has proceeded at a higher rate than the cufrcncy expansion in
England, While the gold element in the cover has remained
stationary, the proportion of the total cover to notes has increased
from 597 to 69’3 p.c. (806 p.c., May 28, 1943).

The causes of increase in note-circulation in England as in
the U.S.A. are identical. They are to be seen in the increases
in war-employment. The total wage bill in the United
Kingdom has increased from [1,796,000,000 in 1938 to
£3,021,000,000 in 1941." This includes pay and allowances
for H.M. Forces (excluding officets). In the U.S.A. total
employment (not including the armed forces) in the summer
of 1942 was 3 millions larger than in 1941 and 7 millions larger
than in 1939. In September 1942 total income payments were
at the rate of 116,000,000,000 dollars a year compared with
72,000,000,000 dollars a year in September, 1939.

C. N. Vakil: The Failing Rupee (Bombay, 1943), G. D. Birla: Inflation or
Scarcity? (Dethi, 1943), §. N. Dutt: Inflation in Right Perspective (Calcutra,
1943). B. C. Ghose: “Is It Inflation?” (Carrent Thought, Calcutta, April-June,
1943), G. S. Beri: 4 Review of Price Control in India (Bombay, 1943), D. R.
Gadgil and V. N. Sovani: War and Economic Policy in India (Poona, 1943)
B. C. Sinba: “War Finance, Inflaion and Economic Structure™ (Calcutta
Review, June, 1943).

9 Royal Economic Society Memorandum No. go (London) May, 1942.
p. 1, Federal Reserve Bulletin (Washington), October, 1942, pp. 81, 983
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Consolidated figures for the total wage bill in India during
World-War 1I. as during other periods are not available. But
the enormous increase in employment is an outstanding fact of
the present war-economy. In case any and every expansion in
note-circulation be described as inflation of cutrency, its countet-
part is to be seen in the inflation of employment. The cate-
gory, inflated employment or over-employment, is as legitimate
or unteasonable as inflated currency or over-circulation. India’s
‘industrial backwardness has not enabled het to fight shy of in-
flation or expansion in employment as well as currency which
is the most characteristic feature of war-economy in the hyper-
developed regions like England, Germany, the U.S.A. etc. The
expansion of employment and the expansion of currency are
normal, inevitable and legitimate phenomena in every war and
in every belligerent, nay, to a certain extent, among many
neutrals in every war period. There is nothing dangerous
inevitably associated with the category, inflation. Not every
inflation is sinister. Inflation as such is not a curse. There are
inflations and inflations,

The ““Active” Balance of Trade

The complex of expansion or inflation in the employment-
cum~curréncy phenomena of India'is to be seen in the perspec-
tive of several special circumstances. One does not have to be an
extraordinary war-strategist or globe-trotting commercial geogra-
pher to understand or even guess that India has become the
grand supply-base for virtually all che operational fronts in Asia
and Africa (p. 124). The purchases of the Government of
England in the Indian matket for exports to the most diverse
centres have reached colossal dimensions. India’s foreign trade
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has, therefore, become exceptionally “actve” or favourable,
1.e., the excess of exports over.imports has been phenomenal.

The balance of trade in goods in favour of India rose to
Rs. 1,039,000,000 in the eleven months of July 1941—June
1942 from Rs. 227,800,000 of the corresponding period in
1940-41. These figures exclude those for the war purchases in
India by the Government of England." In pre-depression or
racher boom vears, for instance, in 1928 the highest balance was
Rs. 808,000,000 and in 1929, Rs. 723,000,000. The balance
in 1937 amounted to Rs. 432,000.000.

The repatriation of India’s sterling balances is but a pro-
nounced symptom of this extraordinary situation. The expan-
sion of currency is inevitably associated with these conditions of
the war-economy. Indeed, the rate of curtency-expansion in
India bids fair to be, as it has already been, higher than in
England where the conditions of foreign trade are the opposite
of those prcvailing in India, imports being considerably in
excess of exports.

During the present war the notecirculation of India,
England, the U.S.A., Germany, ltaly or Japan has not been
proceeding on the lines of the inflation practised in Germany
and Russia during 1920-22 after World-War 1. Those notorious
inflations, which ultimately led to the annihilation of currencies,
be it recalled, were post-war phenomena and were not directly

connected .with the war operations themselves." The fiduciary

10 Reserve Bank of India Report (Bombay), 10 August, 1942, p. 11
Annuaire Statistique de la Société des Nations (Geneva, 1938), p. 217.

11 Sece the chapter on Germany in the Memorandum om Central Banks.
1913-23, (Geneva, 1924), p.- 197 and the sections on Russia and Germany in
Helfferich:  Money, Vol. I, (London, 1927), pp. 240-242. See the chapters
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cover in India as in England today is substantial and adequate.
The currencies are not being mutilated or spoilt in any way.
The rates of exchange have been kept stable on account of the
large stocks of gold in the Exchange Ecjualization Fund. The
technique of this Fund was unknown or rather not much in

vogue during World-War 1.

Price-Control in Anglo-Ametican War-Communism

~ But formally inflationist or not, the economic situation in
India has already assumed a disastrous character (July, 1942 to
June, 1943). The priceindex is already (May, 1943)
325 (1914=100) whereas in England it is near about 170.
In India men of fixed incomes have been virtually ruined and
the teeming millions have reached the limits of patience.

On the other hand, thie war-communism of the Churchill-
State in England and the Roosevelt-State in America has drasti-
cally controlled the price-structure in the most energetic
manner.'”> The Government of India will have to rise to the
same height, Besides, the war profits will have to be taxed a
hundred percent. A considerable part of the war-salartes and
war-wages paid to the armed forces and industrial workers will
have to be withdrawn from circulation by the compulsory:
savings scheme of Keynes as in present-day England, America
on Russian and German Currencies inb B. K. Satkar: Economic Development,
Vol I. (Madras, 1926).

12 For the Indian price-index sec the Indian Trade Jowrnal (Calcutta), 18
March, 1943, p. 442, and the Reserve Bank of India Report (Delhi), 10
August, 1942, pp. 16-17. Re. the stabilization of price and cost of living in
the U. K. see the Royal Economic Society Memorandum No. go, M;}y, 1942,
p. 1 and No. g1, August, 1942, p. 1. For American attempts in the same

direction sece Federal Reserve Bulletin (Washington), October, 1942, p. g81..
See also I.T]., 10 June, 1943, p. 335
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as well as Germany. Last but not least, agriculture and other
cvilian industries will have to be encouraged with large doses
‘of state finance. Both in England and the U.S.A. it 1s the
subsidies that have stabilized the prices at low levels. India
cannot be normally coaxed into depending on windfalls and
metcies of the seas in the shape of reports about imports of maize
from South Africa and wheat from Australia.

In July, 1942 food subsidies in England amounted to
[ 127,000,000 p.a. The American budget on food subsidies
from June, 1943 accounts for $500,000,000 for ten per cent
reduction of price in beef, mutton, coffee, etc. (Infra, “Anu-
dotes to Inflation™). In hyper-developed states war-economy
is in a certain measure a subsidy-economy.

An important aspect of the war-economy as prevalent in
the Great Powers is then clear. The mere presence of expansion
or inflation in employment-cum-currency does not establish a
factual parity between the Anglo-German-Ametican economy
and the Indian economy. The differences—the lags—are subs-
tantial, among other kings, in respect of socialized administra-
tion. The Great Powers are socialistic, India is hardly so.

It is the absence of adequate socalistic control or war-
communism that is responsible for much of the inconveniences
and miseries caused by the inflation of employment and currency
inevitable and normal in every wat-economy. " The following
statement of the Royal Economic Society Memorandum
(London, August, 1942, p. 1) is yet unthinkable about the
financial operations of the Government in India. *Stationari-
ness in the cost of living (1e. 29 per cent above that in
September, 1939) has been made possible,” says  the

Memorandum, “‘by subsidies which neutralize even the increase
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in tobacco and alcohol duties.” The lag between the Govern-
ment measures in England and India 1s immense. (Pp. 132-134).

War-Communism in Germany, ltaly,

Turkey and China

Price control is quite common in Germany. During April-
September, 1942, as we find in Singer’s “German War
Economy” in the Economic Journal (London) for December,
1942, enforced price reductions became decidedly more numer-
ous than before. Among other things they included razor
blades, wire and cable products (with f10 m. p.a.), soup-
powders, beer, electric bulbs, wine, furniture, etc. The Price-
Commissioner declared that a certain loss of “‘substance” (capital
and property) must be accepted by businessmen in war-time and
that there could be no guafantee of any particular rate of profit.
On the other hand, subsidies were granted to several industries
and trades, Sisal and binder twine, barley, milk, eggs, poultry,
honey, straw, potato, oil sceds ctc. enjoyed these favours.

Inflation is a universal science or art. So 1s the control of
inflation. The Italian measures against the evils of inflated
currency and price as prevalent in the middle of 1941 were 1den-
tical with the Anglo-American and the German. In July of that
year 60% was imposed as tax on increases in the value of real
estate. Prices were maintained at previous level. Dividends
were limited to specified rates. Measures were taken likewise
to control the prices of securittes.

War-communism is fully developed in Turkey.'
February, 1941 the Government established an office with a

* In

13 “Turkey Since 1940” (Bulletin of International News, London, 19,
September, 1942), China After Five Years of War (Chungking, 1942);
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million Turkish pounds with the object of buying, stocking and
distributing  commodities, regulating prices and controlling
profiteering.  Since 1940 ctatization has been going on in all
fields from mining to agriculture, from harvesting to pricing.
The etatization of industrial finance is the principal feature
of Chinese economy in normal times. War conditions have
advanced the state control and direction along all fronts, as one
understands from the annual reports published by the China In-
formation Committee from Chungking about war-ime China.

The Paradox of War-Economy

Inflated production and inflated employment can be easily
understood as the Inevitable features of a war-cconomy. But
war-economy exhibits a paradox, It consists in the fact that
the markets are invariably marked not by the signs of glut in
goods, overproduction, over-supply, but by 1ts exact opposite.
The dearth of goods, shortage of supply, even disappcarance of
commodities belongs to the normal economy under war condi-
tions. This situation is as valid for England and the U.S.A. as
for Germany and Japan.

The paradox of this war-scarcity or war-famine, so to say,
is explicable, other circumstances remaining the same, by a fact
generally ovetlooked by ordinary citizens including economists.
We are forced to envisage the distinction between military
manufacture, commerce ot agriculture and non—military (“'non-
essential”), 1e., civilian‘ manufacture, commerce or agriculturc.
The distinction between military transportation (railway, ship-
ping, motor) and civilian transportation s also important in
what 1s known as the “‘war-effort” or war-ecoomic complex.

“Wartime Economic and Social Organization in Free China” (International

Labour Review (Montreal, December, 1942).
16
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‘InIndia, for instance, the total output as well as the total
:railway  and .other :transportation have increased tremen-
‘dously on account of the war stimulus. This is known to or
rather can. be very well guessed by the man in the street. - But
:the output and the railway-shipping-motor services available to
‘the. non-combatants (non-essentials) or cvilians have come down
at the same time no less tremendously.

The figures published. in the Indian Trade Journal
(Calcutta), a Government weekly, do not indicate this increase.
They point on the contrary to decline. We are to understand .
that the production and transportation of the muilitary économy
are not included 1n these statistics.

~ Reduction, curtailment, scarcity, shortége, disappearance,
famine etc. in war-time is very often a specifically civilian pheno-
menon. This is normal with war effort everywhere.

The disparity between inflated production, transportation
and employment in the combatant sphere and under-production,
under-transportation and under-employment in the cwilian is a
first postulate of the war-ecology. Its repercussions on the
‘market conditions, business psychology, price-structure and
awvilian morale are immense. But they very often clude the
vision of economic researchers and statisticians. .In the absence
of facts the discussions turn out to be mainly speculative or

conjectural. -

Reduction in Civilian Production, Trade
and Transportation
In India war-effort has not perhaps as yet assumed Hima-
layan proportions, - All the same, reductions in the loading of
railway wagons amount to 17-20 per cent. For the two years
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1941-42 and 194243 the shipments of coal, grains, o1l seeds
and cotton etc. from 1 April to 20 February were as indicated in-
the following table:** :

Items 1941-42 1942-43 Reduction percentage.
Coal. 1,117,000 . 930,000 - 168
Grains 652,000 . 524,000 - 196
Oil sceds 205,000 160,000 ’ — 2270
Cotton 150,000 124,000 - 173
Misc. small wagons 1,455,002 886,597 - 391

Wagon-shortage in the transportation of civilian goods by
February, 1943 was cohspicuous. Its impacts on the price-
structure cannot be over-emphasized. The reduction of "trans-
portation facilities is no mean factor in the psychology of panic
hoarding and panic buying even among honest citizens, It 1s
under such conditions that illegal and immoral practices of all .
sorts flourish among the high and the low.

In regard to civilian trade, reduction is very prominent i
the cotton line. The exports and imports of cotton between
province andprovince have gone down very considerably. In
bales of 400 lbs. interprovincial trade in cotton came down from

15

1939 to 1942 as follows™ :

Item 1939-40 1940-41 1941-42
Exports ' 1,032,000 - 787.000 725,000
Imports ' 1,032,000 787.000 725.000

No reduction can be more palpable than that from
1,032,000 to 725,000 bales in three years. No less prominent is
the reduction of cotton .prcssing. In 1941 the number of bales
pressed was 3,303,000. It was reduced to 2,232,000 in 1942.

An article of direct consumption tells the story of shortage

14 Indian Trade Jowrnal (Calcutta), 18 March, 1943. p. 4o1.
15 LT], pp. 418, 419.
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in no dubious manner. In the sugarcane crop the average of
five years down to 1941 was 5,174,000 tons.”® In 1941-42 the
croppage was reduced to 4,371,000 tons. Other circumstances
remaining the same, the calamitous sugar shortage or famine
as well as “black markets” and extraordinarily high prlces in
sugar may then be easily accounted for. :

So far as India is concerned, the place of those “other cit-
cumstances’ is rather high in the war-economy. The shortage
and high prices of civilian goods cannot be accounted for exclu-
sively by the normal functioning of war-effort, i.c., the paradox
of war-economy.

India as Base for War Theatres

It is not necessary to depend on conjectures and guesswork
in regard to the other causes of the shortage of civilian goods in
India. India, as has been suggested above (p. 116), is a if not
the main base of supply for all war theatres in Asia and Africa
and to a certain extent also in Europe. This suggestion is con-
firmed by the speech of Chairman Joseph of the United King-
dom Commercial Corporation at a meeting in London on May
26, 1943."" Recalling that the Corporation began to operate
in India in June, 1940, and it was necessary to get a great variety
of goods quickly to the Near and Middle East, he said that
India was now one of the major supply bases of the United
Nations.

With the help of the Government of India, thc Corpora-

tion had lost no time in drawing on this source for the supplies

16 In;{ian Trade Journal, 18 March, 1943, p. 411.
17 Reuter’s report published in the Hindusthan Standard, Calcutta, 27.

May, r943.
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urgently requited. Prompt shipment of Indian wheat had
spared Persia the rigours of famine in the spring and early
summer of 1941.

Petsia had received from India foodstufls such as sugar and
tea, and manufactures such as cotton piece-goods. Shipments
ranged in bulk from several thousand ton lots of cement to
small parcels of pharmaceutlcals

Syria and Palestine were the other Middle East countries
which have drawn on India for supplies. Turkey received iron
and steel, cotton yarns, hessian cloth, jute bags, rope and hides.

Soon after the Corporation began to work in India, the
Germans invaded Russia. It was clear that part of Russia’s needs
could be met from India. Orders were at once placed through
the usual trade channels for a long list of commodities, all for
prompt delivery and in very large quantities. The list covered
such articles as hessian, gunny sacks, jute rope, cotton, canvas,
hides, shellac, atts (coarse wheat flour), groundnuts, pepper,
tobacco and graphite.

It 1s not possible, said Joseph, to give detals of actual ton-
nages, but the scope of business done in India for Russia was
indicated by the fact that one recent order was for eleven million
gunny bags.

From another quarter comes a factor of substantial tmport-
ance into view. It has to be heavily weighted in the shortage
problem regarding goods.

Explammv the excessive risc 1n the price of cloth, the repre-
sentatives of the cotton industry from all over India, who assem-
bled in the Millowners’ Association at Bombay, declared on
June 1, 1943 as follows: “The fault lies rather on the large
quantity of a thousand million yards being permitted to be ex-
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ported in 1942 which, together with the large requirements of
defence services, left only one thousand eight hundred million
yards for consumption in India.”

" The report of the U.K.C.C.’s activities as well as the
declaration of the Indian millowners make it clear that
the abnormally high price-level in India is not cxélusively or
even mainly an economic phenomenon, Military exports and
other military exigencies account for a great part of the present
situation. It cannot be described as the inevitable concomitant
of -ordinary wat-economy. We cannot see in it merely a sign
of the shortage in cvilian production such -as “war effort”,
generally speaking, implies as a matter of course.

* A somewhat parallel casc is furnished by the U.S.A.
Reuter reports that on June 10, 1943 warning Americans that
they. “must - prepare for a tighter. food situation” he Deputy
Administrator of War Food Administration, Heéndrickson, said -
that: 259, of the United States 1943 food -supply would be
carmarked for military and lease-lend needs.”

He added, “The proportion may have to be still greaéer”.
In two years, he said, the United States had‘shippcd'about
4.500,000 tons of food to the Allies. ““In 1941 about 4% of our
food was used by our armed forces and for other United Nations.
In: 1942 about 13, of the food went for those purposes.”

Exports to war-theatres are not, as a rule, publicized in the’
press or by radio. They are military phenomena.

War-Price and Food Sboﬂage in. India

There are. “‘other factors” to be taken into consideration.
We should not consider them to be unusual or mysterious. Let:

us proceed further in the analysts.
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The geographical location of Bengal and Assam in Eastern-
most India as the immediate neighbour of Japan, i.e., of
,]apanese—occupiéd Burma, plays a no less leading role in the
unusually high price of rice and other food-stuffs. We
encounter here a bit of Geopolitik.

The evolution of price-index in India (aﬁ Calcutta with

July 1914=100) is as follows:*"

1938 . 95 94 . 139
1939 . -108 . 1942 . 185
1940 . 120 . .

The sensational year _is 1942-43. Detailed developmcnts

are indicated below :

1939 July 100 : 1942 June 182

»  Sept. 114 »  July 182
1940  July 114 w  Aug 192
1941t July 150 »  Sept. 198

»  Dec. 154 » Ot 209
1942 Jan. 155 »  Nov, 227

»  Feb. 153 »  Dec. 238

»  March 153 1943 Jan. 250

»  April 157 » Feb. 253

»  May 169 »  May 325

The sharp rises started about the end of the first quarter of
1942. From 169 in May the index rose to 325 in May 1943.
- For the cereals (food-stuffs) alone the index for the cotrespond-
ing period rose from 126 to 473. The beginning of such an
abtupt rise happens to be synchronous with the conquest of
Burma by Japan and the threatened invasion of Bengal. The
Gestalt was no longer economic, it became military. It is in
this milieu that the price-structure has to be studied.

18 Indian Trade Journal (Calcurta), 18 March, 1943, p. 442, 10 June,
1943. p- 335
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The impacts of the military ecology on the market condi-
tions deserve the most intensive analysis. The price problem
is no less military than economic. In so far as military facts are
state secrets economic discussions are bound to remain unfactual

for quite a long time.

In economic theory as well as business mentality the
attempt to connect the rise of prices functionally with the in-
crease in note-circulation 1s almost automatic. But it 15 not
possible to be so monistic in outlook in view of certain special
circumstances. Shottage in goods, especially foodstuffs, is one
of the greatest factors in the present economic complex. In-
crease in the supply of money is not the exclusive féature. As
has been pointed out, many fronts of war in Asia and Africa as
well as the Russian Caucasus have to be equipped with exports
from India. The British Government of England, be it likewise
repeated, is the greatest single purchaser and exporter of Indian
goods from India on this account. This cause of shortage in
foodstuffs and other civilian goods is one of the most potent in
the present circumstances. But no statistics are available, just
as there are no statistics about the expansion of industries and the
inflation of employment in India during the war period. It is
to be understood that the pertod has synchronized with the
equipment of the Anglo-American forces in North Africa. =

The exports are calculated to create an all-Indian shortage
and therefore generate a more or less uniform price-level
throughout India. But the shortage is not being felt uniformly
in the different provinces. Nor is the price-index uniformly
high in the diverse matkets of India. The price of rice per
maund (8o Ibs.), for instance, is reported from New Delhi on
5 May 1943 in the dailies of Calcutta as follows:
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Towns Price Towns Price
Chandpur Raipur (C.P.) s 8 6 0
(East Bengal) : Rs.32 5 o Bezwada (Madras) : Rs. 7 11 o
Purnca (Bihar) : » 13 0o o Cuttack Onssa) : .. 6 8 o
Bareilly (U.P.) : » 10 4 o Larkana (Sind) : 0w 6 4 0

The price varies from Rs. 32-5-0, the highest Point, in
East Bcngal to Rs. 6-4-0, the lowest, in westernmost India
(Sind). The correlation of price to the proximity of Japan is
obvious at the first sight. In commercial geography today
Chitragong 1s already virtually a port of the Far East. The
greatest food shortage is noticeable in the areas likely to en-
counter the first shocks of invasion. The shortage may be
tashly and naively explained as but due to hoarding by house-
holdets and/or by profiteers. Panicky hoarding is perhaps a
fact. Profiteering is also a reality. Besides, humanly speaking,
corruption, malpractices, anti-social and immoral methods may,
be assumed as a matter of course. But this is not all. The
shadow of Japan, a military phenomenon, ts no less an economic
factor in the rice market today. In war time no economic dis-
cussion is worthwhile which overlooks the military facts.

Nor can other considerations about food shortage in Bengal
be ignored. In Mahatab’s calculations the total rice crop
of Bengal for 1942-43 falls short of the normal demand of the
population by 45-50 per cent. J. M. Datta’s estimate of deficte,
as quoted by Sinha, is between 46 and 56 per cent.”

19 See the pamphlets by U. C. Mahatab: Food Problem in Bengal
(Calcutta, 23, February, 1943) and B. C. Sinha: 4 Note on the Present
Food Situation in India, specially in Bengal (Calcutta, 29, March, 1943). See
also Do We Produce What We Eat? (Commercial Muscum of Calcurra
Corporation, March, 1943) as well as Food Problem in Bengal by B. C. Sinha
and H. C. Ghosh with a Foreword by S. P. Mookerjee.

7
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Denial of Facilities to the Enemy

Deficit in croppage must not be made too much of, how-
ever. It was proclaimed at public meetings in Calcutta (6-&
May 1943) by M. Fazlul Haq, the chief minister of yesterday
in Bengal, that the removal of foodstuffs from the easternmost
areas to safer zones had been consummated under instructions
from higher authoritics. The object “was to prevent the
Japanese from seizing and utilizing the cereals in case of their
eventual invasion of East Bengal and Assam. A war-measure
like this can be well understood. This is the policy of “denial”
of facilities to the enemy and corresponds somewhat to the
“scorched earth policy” of Soviet Russia practised against the
invading German atmy. '

We in India are aware that the “‘scorched earth” policy 1s
not a discovery or patent of Soviet Russia. It is as old as our
hoary Mahabbarata. Russia is out-Russiaed in the measures
reccommended by the statesmen and political philosophers of
ancient India in order to prevent the invading armies from
makihg use of the crops, houses, waters etc. in the coﬁntry.
 Be this as it may, the denial policy is said to have been
started already in April-May 1942. Almost every maund of
rice available in the villages should appear to have been bought
off by Government ageﬁts. The removal of foodstuffs from
East Bengal has been proceeding throughout the year, we are
told, and today hardly a day’s foodgrains can perhaps be seen
in any family. Statistics do not, of coutse, exist. The magni-
tude of the removal of foodstuffs from threatened areas cannot
be easily assessed. In theoretical analysis this can be treated as
one of the many factors in the price-complex. No quantitative

value can be attached to tt.
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Obviously, 1t 1s hardly possible to visualize in such a
picture the amount of ordinary war-purchases for use in
India or abroad and to ascertain how far the nse in
ptice may be accounted for by this factor. Sull more hazardous
is it to allocate the share of the increased note-circulation or
currency inflation in the inflated price-structure of India in
general and of Bengal in particular. Not until the war
measures ate officially declared and publicized by Government
as “‘open secrets”, 1.¢., not before several years after the end of -
hostilities can a real “weighting” of the diverse factors be
attempted with a reasonable approximation to reality.*

Leaving aside the question of causation or correlation in the
inflation-complex, the fact remains that India is bearing the
sacrifices of Sovietic economy without enjoying its benefits. The
denial policy has been powerfully instrumental in raising the
price of 8o Ibs. of rice upto Rs. 32-5-0. In June, 1943 the price
is reported to be as high as Rs. 40. Per head of population the
national income is about Rs. 5 or Rs. 6 per month, i.e., nor more
than 16 Ibs. (or 12 Ibs?) of rice. At the rate of 134 Ibs. of rice
per head per day the income can buy food for not more than 10
or 11 (or 8?) days in the month at the present price. Such iscs
of price are inconceivable in the war economies of England and
Gertany. No more effective illustration is possible of the
miseries of a primitive, backward or undeveloped economy 1n
war-time and of its lag, distance or difference from a hyper-deve-
loped economy. The regime of war affects the two economies
in two diffcrent ways. This is the Realpolitik and the funda-
mental practical significance of the equations of world-economy.

20 Cf. O. Nathan and M. Fried: “Consumer Spending, Inflation and the

Wage Earner in the United States” (International Labowr Review, Montreal.
February, 1942).
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The War Effort of Socialist States

In regard to war-effort a distinction must be made between
England, U.S.A., Germany and other hyper-developed coun-
trtes on the one hand and an under-developed or backward
region like India on the other, The hyper-developed countties
are under normal, i.e., peace  conditions socialistically ~ well
organized from the metropolis to the meanest commune. The
hicrarchy of officials is extensive and all-pervasive.  Socialistic
administration implies a large number of employees,—munici-
pal, rural, cantonal, local and national.

It is only through such regularly paid employees that the
state can function as a socialist organism. The control of the
state over the daily life of citizens is possiblc simply because of
the vast hierarchy of government and semi-government servants.
“Rationing”, ”grdw more food”’, shop-control and other projects
can thereby become automatic and smooth-sailing affairs. The
inconveniences suffered by the citizens of backward regions,
unused as they are to all»pcrvasive socialistic administration, can-
not be felt in England, Germany and other countries of super-
cgpitalism. The League of Nations publication, World-Eco-
nomic Survey 1939-41 (Geneva, 1941) may be referred to for
the diverse systems of control in production, consumption,
rationing etc. prevalent in hyper-developed countries.

The doses of socialism in Indian public life and adminis-
tration are as weak as the doses of capitalism. Indian villages
and towns are not used to the regime of municipal or state socia-
lism to any mentionable extent. It is possible for the existing
administration to pass a law or order, however inconvenient its
effects on the citizens be.” But the means by which it can
render help to the needy individuals while submitting to the
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law do not exist. India today represents the condition of a
socio-economically backward region that is compelled to adjust
itself to the centralized dictatorial legislation of hyper-socialistic
states. The friction is inevitable. The miseries of the people
associated with the war-effort in India cannot be conceived in the
milien of the wat-effort in well-planned socialist states such as

England or Germany (p. 119).

War-Effort, Socialism and Communism

The category, socialism, is to be taken as covering any and
every form of state interference and state control. Virtually
every country in the world today is normally (t.e. in peace
times) socialistic in this sense. Germany and England are the
highest in the scale of contemporary socialism. India is almost
at the bottom of the same ladder. (P. 119).

Communism, as understood today, involves the abolition of
private wealth, private property, private capital and private
profits. The communistic system in its only available form 1s
represented by Soviet Russia. Here virtually the entire capital
resources of the people are concentrated in the state,. Commu-
nism may be desctibed as communistic socialism or state-capt-
talism. It is fundamentally different from the socialism preva-
lent in all other countries. In contrast with the communistic or
state-capitalistic socialism of Soviet Russia the socialism of other
countries 1s to be called capitalistic, private<capitalistic or bout-
geois socialism. (Cf. E. L. Hubbard: Soviet Money and
Finance, London, 1936, and C. Clark: A Critigue of Russian
Statistics, London, 1937).

War-communism 1s not genuine communism. Every
bourgeois country abolishes or modifies laissez faire and intro-
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duces state conttol of the extreme type and even state-ownership,
mostly temporary or provisional, in certain spheres during war
conditions. The centralized influence of the state assumes the
form of dictatorial etatization. The “‘rights” of private property
and private capital remain, however, as safeguarded as ever.
War-communism may be indifferently ~ described as  war-
soctalism.  (Pp. 118-121).

The war effort has impafted to bourgeois countries some of
the external features of Soviet Russia, namely, etatism, dictator-
ship, totalitarian control, centralization and buteaucratic domi-
nation. But nowhere has there been noticed any approach t
the abolition of private property. All these countries have been
carrying on their war effort in the bourgeots-socialistic way. The
bourgeois-socialism of Indian administration is very weak and
ptimitive.  Price control; substdies, adequate rationing, equit-
able distribution of goods and other advantages of centralized
ctatization such as are enjoyed by the peoples of full-fledged
socialist states under war conditions have yet to make: their
appearance in India. (p. 119). The war-economy is compelling
India to look forward to socialism as a powerful instrument of
arthik wnnati (economic progress).”’ The shortcomings of the
Indian economic structure reveal the lack of socialism as much
as that of capitalistic modernization. One of the greatest lags
in India, as inevitable in her present world-economic equations,
lies in the field of soctalism. (See Infra, Ch. V. the Section on
“Planning, Communistic and Capitalistic").

21 The war-communism or wat-socialism of England as of Germany and
Japan has been well described in World-Economic Survey 1939-41 (Geneva
1941). See also W. F. Crick: dn Outline of War-Time Financia! Control
in the United Kingdom (London, 1941).
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The Supply Factor in Price-Mechanism

Some more intensive analysis of the price-mechanism 1s
necessary. The index numbers of the “‘cost of liQing" (food,
fuel and light, clothing, rent, and muiscellancous) since 1939
(the beginning of World-War II) are interesting.  The base 1s
being taken as 1g2g=100. India is being exhibited in the
backgréu}ld of ten countries comprising a few neutrals. The
figures within brackets at 1939 and 1942 indicate the indices for
food prices as distinguished from the “general cost of living”
(which comprises four items in addition to food).

The following table gives the index numbers as indicated
above : **

Countries 1929 1939 1942 (June)
Germany 100 82 (79) go (Aug) (88)
Great Britain & '

Northern Ireland 100 g6 (92) 122 (Sept. (105)
USA. 100 84 (72) . g6 (Sept.) (¢8)
Sweden 100 tor (100) 139 (June} (143)
Canada 100 83 (735) 97 (Oct.) (98)
Japan 100 123 (103) 149 (Aug.)
Turkey 100 71 (62) 125 (Marcli) (147)
Australia 100 89 (89) 105 (May) (g9)
New Zealand 100 98 (109) 109 (July} (110)
Spain - 100 (1936) 154 (178) 248 (June) (319)
India . 100 106 (114) 152 (June) (177)

The figures come down to the first, second or third quarter
of 1942. In India the index for food price has risen from 114 to
177 during 1939-42 (June). In England the index is 105
(September, 1942) and in Germany it 1s 88 (August 1942).

22 lnternational Labanr Review (Montreal), January, 1943, pp. t126-13¢.
See also the Annuaire Statistique de la Société des Nations (Geneva), Table 124
for the Index Numbers of Cost of Living.
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It would be wrong to attribute the price-structure exclusive-
ly to the influence of socialistic administration, i.e., the pressure
exerted by the state. The total supply in esse as well as in posse
is not an unimportant factor in the mechanism of price-fixation.
In spite of the socialistic price-control England has not been able
to bring the price of food or cost of living down to the German
index, The supply conditions in the UK. are perhaps not as
easy as in Germany. The British command of the sea does not
appear to have succeeded in completely over-powering the
German blockade against the U.K. Imports of food into the
British Isles have presumably failed to be as large as desirable.
The supply factor is undoubtedly important in regard to many
countries, e.g., the neutrals like Turkey, Spain and Sweden.

Goods, Citrrency and Civilians

~ In regard to the dearth of civilian goods (including food-
stuffs) in India the following factors have to be envisaged:

1. The paradox of wat-economy,—the most fundamental
in every belligerent and neutral in a war-ecology.
Exports to war-theatres and elsewhere.

Removal from threatened zones to safer areas.

Deficit in croppage.

Hoarding by profiteers and honest house-holders.
Anti-social and immoral practices such as may be believed
to be ubiquitous but cannot be easily proven in a court

S Y

of law. \

The quantitative assessment of each of these items 1s
possible only to persons in intimate contact with the Army
General Staff, the semi-military branches of the Civil Adminis-
tration, and business magnates. To the ordinary statisticians
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and economic theorists most of these discussions are likely to be
mixed up with speculation and guesswork.” The circumstances
under which a dispassionate “weighting” can be undertaken
do not yet exist. In the mean time the exigencies of the “war
effort” ate bound to dictate everything from the factual bazar
prices to economic theorizings ab’out price. .

The dearth of civilian goods has been relatively hetghtened,
as may be easily conjectured, on account of increments in the
demand. For these increments in demand, again, war-effort 1s
tesponsible. In the first place, the requirements of the military-
naval-aerial personnel are very substantial and new factors on
the demand side. Secondly, the war-industries have entered the
market as new agencies in consumption through the millions of
their new employees. These two items should not be
underestimated.

On the currency side the expansion or inflation is legitimate
and natural in order to meet the requirements of the war-
employees and war-activities of the most diverse kinds, This
expansion or inflation is being conducted also in the manner
that is normally known to be sound and economic. There is as
yet nothing sinister 1n this inflation-complex, so far as the
currency theory and note-legislation are concerned. As long as
the cover 1s legally and economically recognized as adequate the
monetary side of the economic structure cannot be challenged.

The position of money or cutrency vis-d-vis goods does not
appear yet to be mixed up with sinister or economically unsound

items. Business expansion along the most multifarious channels

23 See in this connection the discussions in H. W. Spiegel:  The Eco-
nomics of Total War (New York, 1942), chapter on “Food Stuff in the Military

Economy.”

18



138 THE EQUATIOMS OF WORLD-ECONOMY

is a reality. But the statistics of a considerable portioh of this
enlarged production-transportation-marketing complex are war
secrets. They belong to the military economy. The price-
structure of the military goods is not known to the civilian
world. It is only a part of the total production-transportation-
marketing complex,—the ctvilian part that can be posed against
a very large part of the monéy in circulation. It is not surpris-
ing, therefore, that the quanurative theory of money,———simpli-
cist as it is,—can be verified in the most palpable manner by the
extraordinary rise in the price of civilian goods.

The wat-economy is the Gestalt of four phenomena. One
is the enlarged circulation of money. The second is the reduced
supply of civilian goods. The third phenomenon, then, is the
high price of the ‘goods available to the millions of non-combat-
ants To counteract this third item England, America, Germany,
Italy, Japan and other belligerents as well as neutrals have
adopted the methods of totalitarian control. " This control
system 1s the fourth item in every war-economy. It comprises
not only restrictions of all sorts but measures for providirig the
civilians wich their requirements in a rationed manner as well as
at reasonable prices. The supply of cheap goods to civilians is
an item of war effort. It belongs normally to the system of
cconomic control by the state. It is mainly this fourth item of
the war-economy that is considerably lacking in the Indian
situation at the present moment. In K. Brandt’s “How Europe
is Fighting Famine” (Foreign Affairs, New Yotk, July 1941)
we have a detailed statement about the rationing and other
beneficial measures adopted by the European Governments in
order to setve the people. "~ Obviously, rationing is a great factor
in the racionalization of resources and s_upplics.
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Social Aspects of Inflation

In the economics of inflation understood as high price, the
social consequences are not to be taken as invariably injurious.
The effects on the diverse classes of consumers or producers and
on diverse ncome-groups are not identical. Not every body or
every class is an economic sufferer. Every economic pheno-
menon is indeed a class phenomenon. A re-distribution of
wealth takes place on account of changes in_price-structure.
This 1s not necessarily harmful to the country as a whole, i.e.,
ihdiﬁcrcntly to all the classes of people at the same time.

Nay, it is often a very useful ‘aid to economic dynamics.
The democratization of arthik wunnati (economic progress) is
facilitated. The elevation of the standard of living of certain
classes is likewise rendered possible because of this re-distribution
of wealth. Every class-transformation is to a certain extent a
positive social good.

But in the meantime the inconveniences and miseries are
solid realities. They can be accounted for but can by no means
be explained away. Fortunately enough, the doctoring of these
miscries is possible. Whatever be their magnitudes,—they can
be combated and are being combated everywhere, as would be
appatent in World-Economic Survey 1939-41 (Geneva, 1941).
India also will have to follow suit.

The administrative machinery of India is inadequate. But
she can still adopt measures calculated to mitigate the evils of
bad and inadequate supply. The best of a bad case has yet to be
made. The bringing down of high prices® in every conceivable
manner as well as the organization of proper supply (“ration-

24 F. Benham: “War-time Control of Prices” (Economica, London,

February, 1942).
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ing”") for the tccming millions are primary functions of the
Government at the present moment. The needs of civilians

as consumers cannot be ovetlooked in any war-econotny.

Antidotes to Monetary Inflation

In the twentieth century every money has two sides. The
first 1s the side of metallic, gold or other covers as determined by
law. The other side is that of its value in exchange for goods,—
the prices of commodities.

So far as the cover 1s concerned, there is as yet no sintster
inflation of cutrency in India as there 1s no sinister inflation in
England, the U.S.A., Germany, Italy and elsewhere. No cur-
rency has dared violate the legal cover principle up till now.
There has been no depreciation of cutrency from this standpoint.

In regard to the prices of goods the statistics of over fifry
countries described in the International Labour Review for
January, 1943 indicate that the indices have risen everywhere
except in Canada, U.S.A., and Germany. India is not the only
country of rise in price-index. Nor is India found to be the
country of the highest rise in index. As against the Indian
index of food-price in 1942 (177, June) Mexico had 186
(Octobér),'l)alestine 198 (May), Spain 319 (Junc), Chile 332
(September), Iran 365 (May) and China-Chungking, 4,171
(April). Wherever there is a general rise in prices, we have to
admit tautologically nothing but an increase in the supply of
money. This does not prove anything substantial, because the
increase in the supply of money, 1.e., the expansion or supply of
currency is the preliminary fact of the whole complex. The
mere risc in the prices of goods—howsoever high they be—
does not establish automatically the sinister character of the
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expanston or inflation of currency. No sinister inflation of
money can then be admitted up ull now.

The inflation is not sinister but legitimate, reasonable and
sound, belonging as it does to the very nature or A.B.C. of war
effort. But all the same, the inflated supply of money is an
ugly social fact. The general rise of prices is not an agreeable
phenomenon to many classes of citizens. Although, therefore,
the inflation is inevitable, natural and necessary, its consequences
require to be curbed, modified or counteracted. This is what
has been done in Germany, England and many other counttries
where the price-index has been reduced to telatively low levels.
On the one hand, the state has pumped millions of monetary
units into circulation. On the other hand, these have been
withdrawn from or restricted in circulation by the state itself.

The methods by which the circulation of money has been
testricted and controlled are well known. The first method s
direct taxation of the most progressive type. The other method
is the state-directed compulsion on evety earner to save a part of -
his or her wages and salaries. This is a2 new tactic in public
loans or national debts. The straight floatation of loans is
another method, albeit quite traditional. Both these methods
prevent the businessmen as well as citizens in general from
indulging in putchases and functioning as users of money.

Inflation is then neutralized by these methods. The
supply of money vis-d-vis goods and services 1s automatically
reduced in quantity. Prices tend, therefore, to fall. India will
have to take recourse to these two antidotes to inflation in a
comprehensive and systematic manner.”  (Supra, pp- 118-11g).

25 A. G. Hart:  “Flexible Taxes to combat Inflation” (American Eco-
nomic Review (March, 1942); World-Economic Survey 1939-¢41 (Geneva, 1941).



CHAPTER IV

THe Economic RiDbLE oF COMMUNISTIC SOCIALISM

The Non-Competitive Economy of Soviet Russia

In the previous chapters we have dealt with the equations
of world-economy in a concrete and realistic manner.  Some
of the treatments have been topical. In other discussions the
regional method has been followed. Aspects of the theory of
arthik unnati (economic progtess) have been elucidated with
tllustrattons from topicé as well as from regions. It has been
noticed that Soviet Russia’s experiments  and achievements
have come 1n off and on almost automatically. The reason for
this is obvious. The place of communism, as factually embodi-
ed in the Bolshevik system, in the general theory of arthik
nnnati cannot be overlooked in any scientific study of world-
economy. On account of the military triumphs of defensive
war against German advances during the two winters of 1941-
43 Sovietic economy has already elevated Russia to the rank of
a great techno-industrial power. Communism forces itself
therefore on our attention by the side of traditional economic
systems in every scientific analysis of economic progress.

In every study of the equations of comparative industria-
lism and technocracy it is worth while to examine the facts and
phenomena of Soviet Russia such as have bearings on economic
transformation. It has been pointed out, that so far as methods
of economic transformation and reconstruction are concerned,
it is hardly possible to ‘make any distinction- between the
Sovietic and the non-Sovietic wortlds. The identities, equations
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and similarities are profound. But there is one tremendous
and epochmaking distinction. This is to be found in the acu-
vities constituting the abolition of private capital and private
profit. It is communism that makes the differentinm between
“the social processes and relations of the boutgeois regions and
those of Sovict Russia. In the world today (since 1917) there
are two socialisms. One 1s bourgeois or capitalistic socialism.
The other socialism is communistic or non-capitalistic. It is
communism. The communistic socialism of Soviet Russia
continues to be a riddle to economists, whether socialistic or
non-socialistic. (Supra, pp. 133-134). '

The economy that has been established in Soviet Russia
1s one of the greatest embodiments of creative endeavour .con-
ceivable in human affaits. The state 1s the only capialist and
the only “profiteer.” It is also the only producer.” No indivi-
dual can possess capital, and no individual can function as the
producer of goods for the market. The term, cash or money,
as normally understood, has therefore ceased to exist in the
Soviet dictionary. The negation of money as an economic
category 1s one of the marvels of economic theory as well as of
economic history. In so far as these are facts, we can believe,
that che holding of cash or attempt at saving by private citizens
1s meaningless. No future investment is possible. If there be
any cash or saving left somehow with anybody it has got to be
used unmediately,—say, in the course of a year,—to purchase

t L E Hubbard: Soviet Money and Finance (London, 1936), p. 202.
Sce the chapter entitled “In Place of Profic” in S, and B. Webb:  Socvier
Communism: A New Ciuvilization? (London, 1936), Vol. I, pp. 6g7-804.
For a recent survey of a general character W. Carroll's We're in this with
Russia (Boston, 1942) is recommended.
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cutrent output. To all intents and purposes the Soviet regime
is almost a barter-economy on a continental scale.

All these and the following observations are based on the
'hypothesis that no non-communistic items are surviving in
Soviet Russia. My interpretations are to be taken as subject
to this fundamental limitation. Every proposition that looks
sweepingly general is to be taken in a modified manner.
Besides, since my otientations are thoroughly pluralistic in
every field, the question of an extremist monism can never arise
in connection with my reactions to Soviet Russia. Exceptions
and modifications ate to be understood as a matter of course.

Another item of the good realized by the economic system
of Soviet Russia may be described as follows: In this socio-
economic pattern no individual can possibly spend his income
on mote goods and services than can be consumed at once.’
Nobody can own a big house and grounds with servants nor a
ptivate yacht, etc. At the most the rich man can buy a piano
or fur-coat or spend a few days in a luxurious hotel. But the
prices charged of him are much beyond what it costs the state
1o supply the luxury-goods. As Soviet Russia has 170 million
inhabitants the social theory runs to the effect that every
Russian’s claim on the state amounts on the average to about
1/170 millionth of the total yearly flow of consumption-goods.

The socio-economic pattern of Soviet Russia renders
private or individual saving superfluous. The requirements
of the invalid and the aged persons are taken. care of by the
state. Needless to observe that invalidity and old age are two
of the greatest risks of human beings.” In case these two risks

2 Hubbard, p. 187. 3 1bid, p. 182.
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can be borne by the socicty, the individual is bound to feel
totally secure and dfspense with savings against the rainy day.
As pointed out in my Social Insurance Legislation and Statistics
(Calcutta, 1936), social insurance is the greatest single achieve-
ment of industrial civilization. This achievement of bourgeois
socialism has been carried over to communistic socialism by the
statesmen of Bolshevik Russia. By no means, however, should
this kind of social legislation be thoughtlessly exhibited as
something specific_or as a differential achievement of the
Sovietic system.,

The “collective” and “‘individual” cultivators are compel-
led to deliver 25 per cent. of the output to the state. The price
paid by the state to these cultivators is low but not so low
that they have to starve.* The state, however, charges very
high prices when it re-sells the crops. But the prices at which
they are re-sold are not so high that the people cannot buy.
The bazar prices, if this category should at all'be employed
in the Soviet eco'riomy, depend entirely on what the state con-
siders to be the requirements of cultivators and the other
atizens. (Cf. Baykov in Economica, February 1941).

Price as understood in Ricardian (classical) or neo-Ricardian
(neo-classical) economics does not exist in Soviet Russia. It
does not depend en demand and supply. It has nothing to do
with the cost of production. The amount of production for
the entire country is fixed by the state without reterence to ex-
penses or requirements. The consumption is likewise fixed for
each individual by the state. There 1s no buying and selling
as commonly understood. Nobody can buy more than a fixed

4 Hubbard, pp. 272-273.
19
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quantity.® Prices are fixed by the state atbitrarily, i.e., without
reference to the labour, materials and other costs of production.
The goods and services supplied to richer individuals are, as
we have seen, charged exorbitant prices, i.e., fancy prices fixed
at the discretion of the state. ' _ '
The wages and salaries are likewise arbitrary. They are
fixed in such 2 manner that every individual can meet two kinds
of expenses. First come the expenses of consumption, i.e., the
prices of goods and services requited by him. In the second
place, there are taxes, postage, lpan_s, subscriptions, etc., which

every individual must make to the state.”

The Soviet economy
is a profitless economy in the sense that profits of the producer
or entreprenesr belong automatically to the state. By all means
does some profit accrue.  But no private person can appropriate

-it.  “Institutional economics” of the most extreme and total-
tatian type has its embodiment in the non-competitive economy
of Soviet Russta. It 1s here that we encounter “planming™ or
“planification” in its specifically modetn sense. -

In keeping with the other parts of the Bolshevik socio-
economic Gestalt-the currency (or money) also is entirely arbi-
trary. The question of a standard does not arise because the
state manages it and because this currency cannot be used for
foreign purposes. The entire foreign trade is the business of
the state and along with it the currency for foreign trade,—:
namely, gold. The cover for the currency 1s likewise not an

“important affair because the individuals do not have to hoard
it or use it as an instrument for saving. No saving is concetv-
able. The state issues exactly that amount of currency which

5 ‘Hubbard, pp. 178-182. 6 1bid, p. 69.
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is likely to meet all the wages and salaries.” These wages and
salaries are, as we have seen, so regulated that they are enough
to cover the prices as well as the taxes, (Supra, p. 32).

It is obvious that money in the sense understood by
orthodox economic science of the last generations does not
exist in the Soviet economy. It is nothing but a symbol or
common denominator to facilitate-the distribution of resources.
Under these conditions of a fictitious and state-dictated medium
of exchange Soviet economy may for all practical purposes be
regarded as a bartcr«economy, as (t were, more ot less uni-
formly governing one hundred and seventy million human
beings. This is an inconceivably extraordinary phenomenon.

We may believe that the German economist Knapp's Staat-
liche Theorie des Geldes (The Statal Theory of Money, 1905) -
has found an application in Russia. According to Knapp
money has no intrinsic value but possesses the one that the state
chooses to attach to it. A quantitative theory of money is un-
thinkable in the Utopian conditions of the Bolshevik regime.
Value in every form and in every sense—wages, rents, prices—
1s determined by the will of the state and in accordance with
its conception of what the individuals should demand and what
they ought to supply. ’

In Soviet Russta two ordets of facts are to be kept separate
from cach other for scientific analysis. The first is the actual
industrial and technocratic indices.  The second 1s the pheno-
menon of communism. The values of communism as a socio-
economic and political system are to be sharply distinguished

7 Hubbard, p. 6g9; Carroll, p. 214; Clark: A Critigue of Russian
Statistics (London, 193g), pp. 1-4; and Baykov's paper in Economica (London,
February, 1g41).
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from the economico-technoctatic and sceio-economic transfor-
mations. Lhe Russian equatlons of today ought not to be

necessarily linked up with communism as an economico-political

1nstitution. (Supra, PP- 49-54)-

The Theory of Communistic Economics

Perhaps it i1s not without significance to note that the
Soviet pattern has followed to a certain, extent the very funda-
mental principle of Fichte's Der Geschlossene Handelsstaat
(Closed Commercial State, 1800)." In that book this German
philosopher of nationalism, freedom and state-soctalism declared
his economic policy to the eflect dass der Staat vor allem Handel
des Auslandes sich ginzlich verschliesse (that the state first and
foremost entirely close the foreign trade).

The principle of this ‘closing of foreign trade by the state
has been carried out in Soviet Russia by completely nationaliz-
ing or monopolizing it, i.e., preventing the people from having
any trade with foreign countries. The variation from Fichte’s
progtamme must not be ignored, however. But one aspect of
the totalitarian abolition of foreign trade envisaged by Fichte
is observable in the Bolshevik state. The currency of Soviet
Russta is not in any way connected with that of foreign coun-
tries. It serves its own internal purpose and is tegulated without
reference to the international money (gold and silver). It is
interesting that in this regard also Fichte’s basic philosophy
has been applied by the Bolsheviks to practical statesmanshp.

In Fichte’s system the most decisive factor is the abolition
of the Weltgeld (world-money or intetnational money), the

8 See the edition of 1922 (Leipzig, Mciner Co.), pp. 6, goigg, 103, 111
123.
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withdrawal of gold and silver from circuiation, and the estab-
lishment of Landesgeld (local or national money) without refer-
ence to gold or silver. I am not trying to establish an equa-
tion between the ideologies and institutions of the Bolshevik
“economists and the speculative abstractions of Fichtean idea-
lism. But that the idealistic Utopia of 1800 threw out certain
suggestions which it has been possible to work out in the
practical Utopia of Soviet communists may not be doubted.

Those who have not seen the Russian financial system in
operation can hardly visualize to what extent and within what
sphetes the competition of orthodox economics 1s still per'cepﬂ
tible in the Soviet economy. I have not been in Soviet Russia
and do not know the Russian language. There s, therefore,
every chance of my being misled by Anglo-American or
Franco-German propaganda. A few doses of competition in
certain limited fields may not be entirely lacking. But scienti-
fically speaking, the situation described above would justify
F. A. von Hayek’s position in Economica® (London) to the
effect that competitive economy and the Sovict cconomy are
two distinctly separate patterhs.

The farthest removed from this economy is that which,
in spite of large doses of state intervention, has been introduced
in England. In “The Strength of Democracy”*® Donal
Tyerman attempts to establish that in England “democracy has
proved to be no less state-minded than dictatorship.” In his
analysis the ‘‘characteristic English attempt to tnstitute
state supervision and control without abandoning the healthy

9 May, 1940 (“Socialist Calculation—The Competitive Solution™);
Feb. 1941 (Baykov on “Industrial Production in the USSR™).
10 Lloyds Bank Ltd. Monthly, London, September, 1938.
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stimuli of private enterprise, competition and private risk-bear-
ing has created a state very different from the laissez faire
fiction which 1s so often contrasted disadvantageously with the
controlled economies of other countrtes.”” Be it observed at
once that Sovictic economy is entirely unintelligible in the cate-
goties of Tyerman. There is no parity or equation possible
between the thoroughly non-competitive economy of Soviet
Russia and the few doses of “‘institutional”” control envisaged by
Tyerman: in his picture of bourgeois state-socialism as developed
in the U.K.

Nor is E. Dutbin’s Politics of Democratic Socialism
(London, 1940). inspite of its attempts at understanding
Leninism, calculated to esxhibit the real achievement of the
Sovietic economy. The revolutionary departures consummated
by Sovict Russia from the conventional track of socialistic
étatisme are tremendous and too radical to be comprehended
by the complacent ideologies indulged in by the Labour
Imperialists of Eur-America. It is, altogether, a clean slate on
which Lenin wrote the new A.B.C. for homo economicus as
well as for man as a political animal. Even Lentnism IL" as .
developed by its managet, Stalin, cannot likewise be compre-
hended in terms of the conventional non-communistic socialism.

The socialist regime established in England in pre-1939
years as well as under the totalitarian conditions of the so-called
war-communism fs but an instance of what is known as “partial
soclalization.” Tyerman' and Durbin have gone far enough
for this partial socialization. This is, however, the farthest
removed from the complete socialization consummated by the

11 “Stalin as the Manager of Leninism No, II” in B. K. Sarkar:
Political Philosophies Since 1go5, Vol. IL. Part 1. (Madras, 1942).
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Soviet economy. The German economist, Lefmann, has made
it perfectly clear in his Geschichte und Kritik des Sozialismus
(Leipz‘ig, 1922) that partial socialization “‘in no way alters the
present-day economic order.” The traditional economist wall
likewise have to agree with L. von Mises, when he, as quoted
by another German economist, Georg Halm," points out in -
Kapitalismus und Sozialismus that under conditions of partial
socialization the “‘essential characteristics of the socialist eco-
nomy cannot appear at all” because the general economic
pattern of the society is that of “‘uncontrolled” commercial
actuvity.”  The few doses of “institutional economy,” ie.,
etatistic control do not introduce the ncgatiorx of private and
competitive economics. (Supra, pp. 118-121, 133-134, and
Infra, Ch. V., the section on “Planning Communistic and
Capitalistic™).

The achievements of Soviet Russia in the economic sphere
cannot be appraised at their proper worth and indeed even
understood unless one is prepared to make a sharp distinction
between the ordinary socialistic economy and the communistic
economy. The differences have been cortectly exhibited by
Halm in his paper on “‘Further Considerations on the Possi-
bility of Adequate Calculation in a Socialist Economy™ pub-
lished in Collectiviss Economic Planning."* Be it obsetved,
however, that Halm is ncither a communist nor a socialist.
His cconomic analysis is in my judgment acceptable in theory.

12 “Further Consideration on the Possibility of Adequate Calculation in a
Socialist Community” in Collectivist Economic Planning, ed. by F. von Hayek
(London, 1935), p. 190.

13 Jena, 2nd edidon, 1932, p. ¢8.

14 Fdited by F. A. von Hayek (London, 1935), pp. 133-135, 136-138.
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The facts and interpretations of the Soviet economy such
as have been offerqd by me in the preceding pages would but
be a confirmation of what Halm believes. ‘“Where, as in
Soviet Russia under the Five-Year-Plan,” says he, ‘“‘the state
is governed in such a way that the provision of the people with

" even the necessaties of life becomes almost a matter of ndiffer-
ence, the purely economic point of view ceases to be relevant.”
Classical or neo-classical economics, as I have pointed out
above, cannot have Soviet Russia as its field for illustrations
except as instances of ‘‘non-economic” forces or motives and
activities.  Soviet economics is the economics of “‘imperfect
compctition” consciously carried out in a totalitartan manner.
It s “institutional economics,” pure and undefiled.

The Swedish economist, Gustav Cassel, in his Theore-
tische Sozialokonomie'® takes the view that in the centrally and
rationally  organized socialistic  economy, the cost principle
would in fact have to be adhered to much more closely than is
possible in the existing economic order. The idea 1s (1) that
even without market, competition and the processes associated
with them there is a mathematically calculable equilibrium price
of the means of production, and (2) that this theoretically deter-
mined pricing system has a universal objective validity and can
be applied under any conditions. This conception'of price is too
‘abstract and rigid. It serves only to define price as something
formal,” as a logical category. But this ideal price scheme
cannot be identical with the actual price in an economy.
Halm' is right when he opposes this view and asserts that

15 Leipzig, 1927, p. 115 *
16 Collectivist Economic Planning, cd. by F. A. von Bayek (London.

1935), pp- 184-186, 188.



VON HAYEK'S “‘RATIONAL ECONOMICS’' 153

prices cannot be determined in the socialistic economy accord-
ing to the principle of cost. In any case, as he says, prices
cannot be calculated with the help of the equations or mathe-
matical formulz. Equally acceptable is his position that a
pricing process determined by the value-scales of individuals 1s
irreconcilable with an arbitrary programme of production. '
Be it noted, en passant, that the category, “collectivist™ or
“socialist,” as employed by these authors as well as in von
Hayek’s publication 1s roughly equivalent to my category, com-
munism as totalitarian state-capitalism. It is not identical with
the conventional bourgeots-socialism prevalent more or less every

where. (Supm, pp- 118-121, 133—134).

Von Hayek’s “Rational” Economics

on Economic Plannin g

In the chapter entitled ““The Present State of the Debate”™
of Collectivist Economic Planning (pp. 204-205) von Hayek
cites Brutzkus’s Economic Plzmm'ng in Russia (London, 1935) in
support of his contention that planned economy is an economic
failure.  The “possibility of successful planning” is questioned
by him as an economic theorist on the evidences of the data
furnished by Brutzkus from the Russian expeniment. I have
already cited one of Brutzkus’s German papers. He .ﬁnds, as
we know, the achievement of the first five-year plan very defec-

17 In rtotally fundamental contrast with von Hayck other German
cconomists, émigrés in USA, eg, G. Meas, G. Colm, O. Nathan, E.
Lederer and A. Feiler are in favour of state control. Their papers are to be
found in Government Control of the Economic Order edited by B. E.
Lippincott (Minnesota, 1935).

20
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tive. (Supra, “Sovict Russia by the Great Power Standard,”
PP- 52-54).

The same interpretation is accepted by von Hayek when
he says: “The best tractor factory may not be an asset, and
the capital invested in it is a sheer loss, if the labour which the
tractor replaces is cheaper than the cost of the material and
labour, which goes to make a tractor, plus interest.” He finds
“excessive development of some lines of production at the ex-
- pense of others and the use of methods which are inappropriate
under the circumstances.” Another sign of the lack of success
1s to be encountered, he thinks, in the “overdevelopment of
some industries at a cost which was not justified by the im-
portance of their increased output.” According to von Hayek
one can “‘see unchecked the ambition of the engineer to apply
the latest developmcnts'madc elsewhere without considering
whether-they were economically suited in the situation.” In
his judgment the “use of the latest methods of production,
which could not have been applied without central planning,
would be a symprom of a misuse of resources rather than a
proof of success.” '

The data furnished by Brutzkus are perhaps quite authen-
tic. Indeed, the Statistical Year Book of the League of Nations
may also be cited, e.g. that for 1937-38 (pp. 182, 196). With
1928 = 100 the index of machine-production in Sovier Russia,
rose continuously without break up to 1268 in 1936. The
number of automobiles produced in 1928 was 1,000 but in 1937
it was as high as 200,000. Similatly in 1928 the tractors pro-
duced were 1,400 in number but in 1936 reached the figure
116,000. These are instances of “‘misuse of resources,” ovet-

industrialization, over-mechanization, so to say, in accordance
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with certain idcologies.  (Infra, “‘Investment Goods ws.
Consumption Goods™; ¢f. Clark:  Critique, pp. 49, 63).

As economic theotist, von Haycek has offered the interpre-
tations of économique rationnelle, i.e., “‘rational economics.”
There 1s nothing objectionable in such methods of interpre-
tation. Pure economics, the science of unhampered compe-
tition, knows nothing but rationality. As rational economist,
von Hayek places before himself two legitimate tests of success.
The first is the ‘goods which the system actually delivers to
the consumer.” The second 1s the “rationality or irrationality
of the central authority.” In economic studies and investi-
gations we are used to this kind of reasoning. It is indeed on
such postulates that economics functions as a science. In
rational economics nothing but freedom of enterprise and
thoroughness of competition can have a place. ‘

And yet it 1s questionable if the rational interpretations are
reasonable in the “ordinary” sense of rationality. The phrases
like “misuse of resources,” ‘‘sheer loss,” “‘unchecked ambi-
tion,” “over~devclopmcnt,” etc., are perhaps to a certain extent
justified from the “purely” economic viewpoint. But they
may not be justified if we understand rationality as something
not exclusively confined to the profit-loss calculus of the homo
@conomicus. Once we remove the category, “rational,” from
the “technically” ecenomic or hedonistic domain and employ
it in the larger sense of serviceable or useful in the compre-
hensive programme of life, the data furnished by Brutzkus may
rot have to be interpreted as symptoms of “sheer loss,”
“misuse,” or “‘over-development.” Besides, even bedonists--
cally, a short-period loss may turn out to be a gain in the long

run. Instances of temporary withdrawals or strategic retreats
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combined with ultimate victory are well known in milicary
operations, Their analogues in economic and other affairs are
too numerous to be overlooked in social science.

If hedonism, or economic rationality, i.c., the doctrine of
minimum efforts and maximum gain were to be the criterion '
many economic or financial policies normally undertaken by a
state would have to be described as “‘sheer losses,” “‘unchecked
ambitions,” or “misuses of resources.” Experiments connected
with the efforts to industrialize an agricultural region, or to
introduce untried crops or their new varieties among the farmers
of a country always involve financial losses. The tariff policies
of virtually every region have often been guided by motives
which economically have spelt nothing but wastes and mis-
directed encrgies. Hardly any patriotic venture to raise the
technocratic nivean or socio-economic standard *of a region has
been a hedonistically rational, i.e., profit-yielding business
proposition. - In very many spheres of life, including the mate-
rial, financial considerations do not play the predominant role.
Sheer losses, unpaying concerns, wastes have often to be under-
taken in a deliberate manner. It is only in this sense, perhaps,
that the Soviet economy can, if at all, be described as some-
.~ thing irrational, unsuccessful, or uneconomic. (Supra, “Lag not
identical with Wastage or Loss,” pp. 83-89).

On a short-period view these outlays (like war-expendi-
tures) have to be treated as losses from hedonistic considerations.
They may even be appraised as “‘unproductive” like certain
forms of unproductive labour assumed in economic text-books.
But they have to be accepted at the same time as positive gains,
contributions, services or achievements from non-hedonistic
view-points. Even from hedonistic view-points, however, these
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measures may have another appraisal if the mind be free enough
to think beyond the day to day or weekly estimates and annual
budgets, i.e., short-term results. In long-period valuations, not
many of these efforts, measures, policies or plannings are likely
to be appraised as losses or failures and therefore irrational or

uneconomic.

Alleged Wastes Under Communism

The criticism of the totalitarian planned economy of the
Soviet regime from an exclusively economic view-point is not
petfectly reasonable. The equations of world-economy or the
comparative indices of technocracy and industrialism are not,
the sole considetations about Soviet Russiz. The Soviet eco-
nomy ts as yet by nature non-economic. Exactly when it may
grow 1nto a teally economic system it is difficult to guess. But
even under the third five-year plan (1938-42) the system is not
calculated to allocate the economic resources with a view to
“minimum expenses” and “maximum returns.”  The perfect
methodology of the homo @conomicus cannot function in this
regime. It is consciously going in for those methods which
are relatively more expensive and less remunerative. The
cxplanation 1s obvious, depending as 1t does on the very nature
and content of the Bolshevik regime. (Cf. Baykov: “Industrial
Production in USSR” in Economica, London, Feb. 1941).

There is undoubtedly economics in the Bolshevik revolu-
tion. But a monistic “‘economnic interpretaion” or the exclusive
ideology of arthik unnati (cconomic progress) cannot explain this
tevolution. The first important fact about it is that it is a
political revolution. And the second important fact about it is
that it 1s a social revolution. The political and social aspects are
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the two special contributions of the Soviet regime. Industrial
expansion, mechanization, technocratization, rationalization,
planification, centralization, etatization, etc., these are not
specific Bolshevik patents. They belong to the paraphernalia of
world-capitalism, especially in its adule phases. So far as these
items are concerned, it has been pointed out several times that
Soviet Russia’s achievements are great by the standard of Czarist
Russta but rather modest by the standard of the “adult” indus-
trial-technocratic powers. This evaluation is in keeping with
my “equations of world-economy.”** (Supra, “The Meaning
of Soviet Russia’s Economic Indices,” and Sov1et Russia by the
Great Power Standard,” PP- 49-54)-

Incidentally be it observed that ]uly 21, 1941 was cele-
brated as the “Soviet day” by some of the journalists, advocates
and intellectuals of Calcutta: The manifesto issued by them
made liberal use of the material furnished in Sidney and Beatrice
Webb’s Soviet Communism a New Civilisation? (London,
1936). But it s curious that this manifesto fought shy of
communism and Marxism and merely eulogized the scientific,
industrial, technical and educational achievements of the
Bolsheviks. Evidently this kind of appréciafion might be
conferred on any and every country that has tried to modernize
itselfl. By no means does this manifesto do justice to the one
thing for which the Sovietic regime is especially worth while,
namely, communism as embodied in the two revolutions, poli-
tical and social. In case Soviet Russia be held up for admiration

18 This interpretation of the actual developments in Soviet Russia may
be verified and confirmed by reference to Carroll, who observes that the
“Soviet standard compares very poorly on the whole with the American”
(We're in this with Russia, Boston, 1942, p. 220).
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on account of the activities which have become commonplace in
the soctalistic legislation of the two hemispheres: since Bismarck
introduced social insurance and other forms of state socialism
it would be but betraying a lack of understanding in regard to
the contributions of communism as distinguished from
socialism.  (Supra, pp. 133-134).

Whatever be the value of the total 1ndusmal—teclmocratlc
achievements of Soviet Russia, they are not the only or even
the chief featurcs of the Bolshevik revolution. The really
characteristic features have to be appraised adequately in every
scientific estimatz. Even without having political affiliations
of any sort the objective student of Soviet Russia should not -
fail to point out that communism is its differentium from all
other countries, socialistic or otherwise. My reactions to Soviet
Russia as to other countries or to political programmes in gene-
ral at home or abroad are purely academic. They have no party
affiliations and atc to be treated as entircly non-political and
impetsonal.

The political revolution of the Bolshevik regime has trans-
ferred power, ptestige and position from certain conventional
individuals, families ot groups to altogether new individuals,
families or groups. The achievement of the Bolshevik regime
in the political revolution is perhaps fairly complete and
totalitarian. The large numbers of discontented and supptessed
as well as depressed individuals, families and groups of the
old pattern are being ignoted for the time being in this
statement. For some time they are not likely to be in
a position to open their mouths. The Russo-German war
{since 22 June, 1941) may create new situations and furnish
opportunities for the self-assertion of the suppressed non-com-
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munists and anti-communists. On the other hand, those in-
dividuals and groups belonging to the poor and the patiah classes
who have got their first chances in life to rise as industrial
experts, technical leaders and military-naval-aerial chiefs are
likely to be the staunchest champions of the Bolshevik regime.
And their name is legion.

The objective of the social revolution in the Bolshevik
regime is to liquidate the old proprietdrs of economic resources
and create new proprietors. This liquidation combined with re-
creation is being consummated in and through the abolition of
private capital-proﬁt-sévings and the establishment of state
capital-profit-savings. .

It is the poor and the patiah,—i.e., those classes who in
conventional economics, politics, biology, eugenics and sociology
are constdered to be ‘‘unfit,” incompetent, worthless, dysgenic
and unqualified—that are being elevated inch by inch to higher
economic, social and political levels. Training and education
cost money. The expenses for the manufacture of experts in
different lines have to be paid. The factories, workshops, farms
and other business establishments in and through which the
Uliterates, unskilled workers and peasants are being built up as

'cngineers, chémists, agrar-technicians, industrial leaders, mili-
tary-naval-acrial experts and so forth cannot therefore afford to
show tempting results in the balance-sheets of dividends and
profits. The entire country of teeming millions is at school, so to
say, and no schools or educational institutions are économically
paying propositions. This is the most fundamental consideration
in the economics of political and social revolutions as embodied
in the Sovictic regime. It is not to be overlooked in any com-

prehensive and realistic analysis.
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This soctal revolution requires to "be analyzed by the
economist rather carefully. As long as the economic motive is
to annihilate the old propri_ctary foundarions, the success of the
Soviet economy is to be examined just in this particular sphere
and not in the conventional spheres known to the economist.
It is not nccessarily the technically, intellectually or otherwise
most competent individuals or groups that the Bolshevik regime
is anxious to render prosperous. It is those individuals or groups
that otherwise would hardly have the chances to taste any the
least prosperity which are being consciously and deliberately
clevated to the positions of relative opulence and culture. Dis-
crimination is being plantully exercised by the Soviet regime
against those individuals or groups that normally, i.e., if left to
themselves, might monopolize the economic resources. An eco-
nomic system like this is not out to deliver the goods at the
“cheapest rates” or incur the “least wastes” or “‘minimum
expenses.”  “‘Imperfect competition” of the most extreme type
is the sine gua non of this economics. '

The charge against the Soviet economy that it is a system
of greater wastes, higher costs, lower returns and more expensive
goods or services than the bourgeois or competitive economy is,
thercfore, itrelevant.  The wastefulness of this system by the
ordinary capitalistic standard is to be taken for granted for some
long time yet. The presence of non-economic values in the
communistic economy scts the frame and limits within which
the cquations of world-economy can possibly manifest them-
sclves for the time being. n

Similarly the Bolshevik regime does not care to invest the
country’s resources exclusively in those enterprises for which
thete are natural or traditional advantages in Russia. Its ambi-
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tion is to develop those other lines along which the energies and
resources of the men and women of Russia, if left to themselves,
would never be directed. It is not the line of least resistance
that the Soviet regime has cared to follow in agticulture, manu-
facture and commerce. Accordingly the last thing to look for
in the Soviet economy s “economizing,” the avoidance of
wastes, the establishment of profitable enterprises, etc. The
charge against the Bolshevik regime that it has been frittering
away the Russian resources in hyper-industrialization, the pro-
duction of Produktionsmittel, i.c., of producers’ goods, tools
and machines, tractors, automobiles, aeroplanes and such other
“luxury articles,” and neglecting the adequate supply of con-
sumers” goods is therefore another irtelevant criticism of this eco-
nomy. It is part and parcel of the social revolution aimed at by -
the Bolshevik regime to promote for a certain period those econo-
mic activities which, norma]ly speaking, have not attracted the
Russian investors of the capitalist regime.

The fact that in the Russo-German war (since 22nd June,
" 1941) the German commanders are admitting the powerful
resistance offered by the Russian army is proof positive that the
hyper—industrialization and super—technocratization promoted by
the five-year plans have been justified. The existence of a rela-
tively low standard of living and the relative paucity or shortage
of consumption goods have not harmed the Russian masses
enormously. (Clark: A Critigne  of Russian  Statistics,
London, 1939, pp. 49. 68).

The two sides of the shield,—the achievements as well as
the shortcomings,—are visualized by A. Baykov in his paper,
already referred to several times, on “Devclopment of Industrial

Production in USSR in Economica (London, February, 1941).
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His interpretation of the two five-year plans is realistic and
reasonable. The manner in which he has presented the milieu
of the third five-year plan exhibits a proper understanding of
the problems of cconomic dynamics. The goalward arthik
unnati (economic progress) of Soviet Russia has been objectively

exhibited in this paper.

“Institutional Economics’”, Communistic
and Capitalistic

In the competitive economies of the bourgeois world such
-phenomena of “institutional economics” are petceptible in
diverse fields. In “The Theory of Wages in the Light of Social
Insurance and Public Finance” (Indian Journal of Economics,
Allahabad, July, 1936) I have pointed out that the wage systems
of today are uneconomic or non-economic. The wage rates are
not determined exclusively by competition, demand and supply,
or the total costs, etc., as we generally believe.  As long as the
workingmen’s premia for sickness, unemployment, old age and
other forms of social insurance come in part from the state both
the workingmen and the employers assume, so to say, the
character of the “pupils™ or wards of the community. The
wages as well as dividends are thereby endowed with “institu-
tional” and at any rate non-economic characteristics. The rates
do not happen to be what they are because the natural or contpe-
titive conditions of the market determine the marginal producti-
vity or utility in a particular manner. They depend chiefly on
the fact that the society through the government wishes that
certain enterptises have to be carried on by private investors,
employers and businessmen in the interests of the country. The
more significant fact in this pattern is that in order to enable the
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business to function the bourgeois state is prepared to sub-
sidize them inditectly by offering premium grants for the
workingmen’s social insurance, and thereby relicving the em-
ployets of the burden of paying adequate wages. It is not only
workingmen that are protected or subsidized by the state in and
through this system.of “imperfect competition” as embodied in
soctal insurance, but the financiers and capitalists as well. From
top to bottom contemporary capitalistic or bourgeois economy
is profoundly non-competitive, “institutional” or uneconomic
in character. |

The entire Soviet econon’iy may be regarded as a huge all-
comprehensive and totalitatian embodiment of this principle of
state-financed social insurance as obtaining in the capitalistic-
competitive-bourgeots economies. Certain groups of men and
women ate being paid wages or salaries in Soviet Russia at certain
rates without reference to the returns from their services because
the Bolshevik state recognizes the claims of those groups as a

* 1In the same manner certain

necessity of the community.’
industries, trades and agricultural occupations are being financed
in Soviet Russta without reference to thcir worth as paying
concerns because the Bolshevik state considers these enterprises
to be the national requirements of the Russian people.
Another illustration may be found in the war-economies of
bourgeois states. During war conditions it is military necessity
that dictates every item in the national economy. Roads, rail-
ways, canals, farms, industries, trades, banks, business houses,—
everything is created, remodelled, demolished, or rationalized

) 19 See the Section on “Payment according to Social Value” in S. and B.
Webb: Soviet Communism—A New Civilisation? (London, 1936), Vol. L.

pp. 712715
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with a view to the supreme demands of war. Exactly how much
of these activities, transactions or enterpriscs is economic, i.e.,
rational in the hedonist calculus of the homo ceconomicus 1s a
matter for lengthy debates. Anti-war parties in every state do
not tefrain from challenging the utility or economical worth-~
whileness of many of the financial outlays which the war-autho-
rities undertake. One of the greatest charges against the ex-
pansion or inflation activities in cutrency-c#m-price complex 1s
just this argument of unnecessarily high salaries or wages
' thoughtlessly sanctioned by the state to new employees.
Every state is practising this inflation in emplnyment, money
and remuneration. (Supra, pp. 114-116). The only reply to such
anti-war or anti-inflation economic ideologies is military neces-
sity, which functions by Sllspcnding the “rational’” economy.
In Soviet Russia, likewise, it is the demand of the social
revolution that dictates everything in the economic system from
the starting of a tractor factory to the abolition of the individual
moujik (peasant) farm. The economist, armed as he is with his
Ricatdian or neo-Ricardian mathematics, ts sure to find many
of these Sovietic enterpriscs as tissues of wastes, losses, incom-
petent managements, uneconomic activities from top to bottom.
But there can always be one reply from the Bolshevik regime.
I is the interest of the social revolution that is being furthered
by all these means, wasteful although some of them may appear
to certain eyes.  While discussing the investments or payments
from the standpoint of “social value” it is not necessary, of
course, to justify real wastes, i.e., reckless losses, destructions,
etc., brought about by negligence, sabotage, or unskilled
management. Such wastes may be controlled and remedied as a

tesult of training, experience, discipline and cumulative activity.
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To this aspect of wastes in the first two Gosplans Soviet
statesmen are quite attentive. The prevention of such wastes
belongs to the methodology of the third Gosplan, as we undet-
stand from Baykov's paper in Economica (London, Feb. 1g941).

Wealth, Economic and Non-Economic

The student of the equations of comparative industrialism
and technoctacy cannot, in any case, afford to ignore some of
the non-economic values alteady developed in the Soviet regime.
In the first place, a very large number of men and women may '
be taken to have acquited self-consciousness and individuality
on account of the new methods of living associated with indus-
trialism and technocracy. The standard of living of poor and
pariah families may likewise be taken to have been raised under
this system. The individuélity and the higher standard of life
have certainly promoted a new morale and a novel ortentation to
mankind and the universe. What ought to be described as a
new spirituality is undoubtedly pervading the thoughts and
activities of many peasants and illiterates. The impact of this
morale and spiritual force on the fighting aptitudes and military
‘strength of certain sections of the soldiers and officers should
have to be counted as a positive fact. And this is independent.
of the consideration as to whether or not such sections are con-
firmed socialists or communists.

Secondly, however dictatorial the- leaderocracy of Soviec
Russia may happen to be, there is no gainsaying the fact that
millions of men and women have got acculturated to discusstons,
debates, conferences, criticisms and counter-criticisms of public
questions of the most varied character. Government by discus-
sion has become a reality in the soctal ecology of Russia under
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the Bolsheviks. From the meanest village soviet up to the
highest pracsidium of the cosmopolis there is no rung of the
political, constitutional or administrative hierarchy where men
and women are not habitually called upon to discuss in meetings
or conferences. This s a kind of democracy which was unknown
in the encyclopzdia of public life in Czarist Russia. Bolshevik
Russia is a subcontinent of legion or myriads of popular assem-
blies, committees, commissariats, commissions, councils, boards,
and so forth.”  This democratic background of the new socicty
"established by the politics of Soviet Russia will have to be
appraised at its proper worth while estimating the military value
of the Bolshevik troops and generals. This also is to be treated
as something ndependent of the soctalistic or communistic
cconomic ideologies. .

Last, but not least, must be mentioned the intensification
of the traditional patriotism, love of fatherland or nationalism of
the Russian people. Although theoretically unassimilable to
the Marxist ideologies of class-struggle and international prole-
tartac without fatherlands, nationalism or patriotism has perhaps
never been crushed or eclipsed in the Soviet regime. Rather the
students of soctal metabolism might not be very far from the
truth if they were to believe that like Pan-Slavism and Western-
ism of the nineteenth century, Bolshevism (communism) is but
one of the Russian forms of nationalism, bcing indeed the latest.
Or, in any case, whatever may have been the tenets of Marx

ot Lenin in regard to nationalism vis-d-vis class-struggle, socia-

20 For “Democracy in Soviet Despotocracy” see B. K. Sackar:  Political
Philosopbies Since 1gog (Lahore, 1942) Vol. I Part II; ¢f. S. and B. Webb:
Soviet Communism (London, 1936), Vol. I; sce the diagram of administrative

structure, pp. 460-461.
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lism, communism or Proletkult, the Stalin regime since 1924
has been systematically promotincr the cult of the country or
the homeland, the war against enemies, the nation’s heroic past,
and the glortes of Russian language, tradition, achievements
and culture in no ambiguous manner. There can be no equa-
tion between Stalin and Lenin in this regard.

Soviet nationalism manifested itself in pattiotic pride in the
achievements of the first ﬁve~year plan (1928-32). About that
time Russian wotkingmen, engmeers and publicists fele con-
vinced about their national mission in the world. Love for
their home-land became a passion with them. According to
M. T. Florinsky,” it was nationalism that won the day and
became the cornerstone of domestic and foreign policies. By
1937 the Comintern ceased to be the organ of the international
proletarian tevolution but was transformed into an instrument
exclusively of Russian foreign policy, as says F. Borkenau.”
“Patriotism,” ““fatherland,” national heroes, Pan-Slavic ideolo-
gies, “‘Great-Russian” sentiments and such other items as used
to be condemned as bourgeots, capitalistic or counter-revolution-
ary were re-introduced with vengeance by the press, the radio,
the cinema and the platform along with the “United Front”
strategy of 1935. In January, 1939, the oath taken by the
army of Soviet Russta changed its socialistic character for nationa-
listic. The previous pledge had been to the “great aim of
emancipéting all workers” and to the service for “‘socialism and

the brotherhood of peoples.” The new oath required the soldier

21 Towards an Understanding of the USS.R. (New York, 1939), pp.
92-94. See Nationalism (Royal Insttute of International Affairs, London,
1939), p. 76; and Stalin:  Marxism and the National Question.

22 The Commaunist International (London, 1938), p. 419.
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of Soviet Russia to “‘scrve to his last breath his people, his home-
land, and the government of the workers and peasants™ as well
as to defend his land until her final victory over her enemies.”

This patriotism is as divorced from communism and inter-
nationalism as conceivable. Evidently it is a mighty force ins-
Piﬁng numerous individuals and groups,~~both military and
civilian,—and without doubt it is being tested in the Russo-
German War of today. Nationalism is, then, a great dharma,
vital force or ethical value in Soviet Russia.

In so far as the Soviet regime is something out of the way,
students of social progtess as, indeed, thc entire world, have
naturally been curious to see how it fares under a serious exami-
nation. It so happens that the trial is already before-us. May
be, the test has come rather too early for the regime’s achieve-
ments and preparations. Nothing could be a more severe test
for any socio-economic, economico-political or industrial-techno-
cratic system than that to which Soviet Russia has been exposed
since the outbreak of the Russo-German war on 22nd June,
1941. Apart from many other things mankind in the two .
hemispheres has been especially watching the milicary-naval-
acrial strength of the Bolsheviks as put to trial by this war.
The heroic exploits of Soviet Russia in the two winters of 1941-

43 already tell their own tale. '

Mxlltary science ot the art of fighting 1s nelther politics nor
economics, It functions independently of, although not indiff-
erently to, economico-political 1deologies. The capabilities of the
Russians under the Sovietic regime as fighting animals cannot,
thetefore, be foretold on the basis of arguments derived from the

23 Nationalism (London, Institute of International Affairs, 1939), p. 78.

22
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diverse kinds of socialism, economic planning or state-capitalism.
None but technical experts in the fighting profession should be
entitled to forecast the evéntual developments of the war that 1s
procecding. The fighung qualities, military morale or war-
administration ate not all determined by the equations of econo-
mic development. ‘Even in communist Russia not everything
human, social or political is a function of materialistic activity.

Investment Goods vs. Consumption Goods

In the communistic ecdnomy as developed 1n Soviet Russia
the urge for modernization in technique and organization eclip-
ses all other urges. This cannot be purchased without a price
The price involved 1s the sacrifice in many other lines. The
most important sacrifice 1s.that in the standard of living. It s
not so much the goods for direct consumption from day to day
as the production-goods, - Produktionsmittel, biens d’investisse-
ment (investment goods), 1.e. goods for producing further goods,
that loom large in the inventory of Soviet Russia’s total produc-

“tion. (Supra, the sections on “The Meaning of Soviet Russia’s
Economic Indices” pp. 49-52, and ‘‘von Hayek’s Rational
Economics on Economic Planning,” pp.' 153-157).

_ The index numbers of industrial production in investment
goods (I) and consumption goods (C) from 1929 to 1937
{1929=100) are given below for Soviet Russia in the perspec-

tive of those for Germany,'U.S.A. and Japan: ™

24 Annuaire Statistique de la Société des Nations 1937-38 (Geneva, 1938)
Table 110, p. 177. For relanve decline in agricuitural output as well as
relative expansion in non-agricultural see Clark: A Critigne of Russian
Statistics (London, 1939), pp. 49, 68. See also A. Baykov: “Development
of Industrial Production in USSR” (Economica, London, February, 1941).
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Soviet Russia Germany U.5.A. Japan
Year . :

L C. L. C. L C. I. C.
1929 . 100 100 100 100 100 100 X X
1930 w142 121 82 94 73 87 100 100
1931 . 183 14} 53 89 - 48 85 91 100
1932 . 213 156 34 76 28 76 104 106
1933 .. 235 165 44 83 41 84 134 LAL)
1934 o 292 189 73 92 47 83 168 128
1935 e 368 224 99 88 - 63 88 195 139
1936 we 486 286 143 9 82 95 218 142
1937 X X 124 105 89 95 264 154 -

In Soviet Russia the index of Produktionsmittel (invest-
ment goods) has risen like that of consumption goods without
break from 1929 on. But every year it is higher than the latter.
She has attached greater importance to the advances in techno-
cracy and industrialism than to the needs of current consump-
tion. This is the story of Japan also where the investment
goods index has been uniformly higher than the consumption
goods index. The indices of the U.S.A. tell an entirely differ-
ent and opposite story. There the consumption goods index
has been every year higher than the investment goods index.
The American experience is repeated in Germany down to
1934. But from 1935 the German story follows the Russo-
Japanese in having higher indices for investment goods than for
consutnption goods. This is the period of the Hitler-stace which
commenced in 1933 and may be regarded as an evidence of
the German Vierjabresplan (four-year plan), which started
in 1934 under Goring’s direction.

It is interesting that during the period of the world-econo-
mic depression (1929-33) the investment goods index as well as
the consumption goods index went every year down both n
Germany and the U.S.A. But in Soviet Russia neither index -
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knew this downward trend. "It is only in 1931 that Japan ex-
pertenced this downward wend when the investment goods
index alone was at g1, Objectively speaking, then, there was
no depression in Soviet Russia and hardly any in Japan.

In this analysis the most significant item is not the rate of
increment in the index,—whether of the investment or of the
consumption goods, but the difference in the indices or in the
rates of increment of the indices between the two classes of
goods. The only comparable regions in this respect are Soviet
Russia and Japan, because both have uniformly exhibited higher
trends in investment than in consumption goods. But the range
of difference between these two trends is invariably greater in
Soviet Russia than in Japan.

In percentage of total production the proportions between
the investment goods index and the consumption goods index
in Soviet Russia and Japan are as follows (from 1933 to 1937):

Year Soviet Russia - Japan

— ! C. L C.
1933 587 413 531 469
1934 6oy . 393 567 433
1935 621 379 583 417
1936 6219 37T 6os 395
1937 x x 631 369

We understand thac in Soviet Russia the proportion of
investment goods in relation to consumption goods increased
from 58-7 per cent in 1933 to 629 per cent in 1936. In Japan
the same percentage rose from 53°1 in 1933 to 60'5 in 1936 and
631 in 1937. The percentage of consumption goods went
down in corresponding pt.‘oportions in each region. From the
standpoint of percentages it is hardly possible to make any subs-
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tantial difference between Soviet Russia and Japan. Tt is clear
that the relatively greater urge for industrialization as well as
technical equipment and the correspondingly greater indifference
to current consumption or standard of living 1s the common
feature of Soviet Russia and Japan during the period in question.
Only, Soviet Russia had to take recourse to the abolition of
private capital in order to exhibit this result, whereas Japan
followed the traditional capitalist method. (Supra, Ch. 1, the
section on “‘Japanese and Russtan Uniformities”, pp. 29-33).
But in the priniciple of emphasizing machinism and industria-
lism to the relative neglect of the standard of living Japan and
Soviet Russia are peers. Obviously, this is the principle followed
by all those peoples who are conscious of their lags, and are
capable of overcoming these lags and catching up to the techno-
industrial go-aheads by marching at break-neck speed.

The principle of investment goods vs. consumption goods
is realistically known as the maxim of “mote machines, less
food”, or “more guns, less butter”, nay, “guns for butter”.
This is the universal principle of arthik unnati (economic pro-
gress) or swadeshi (indigenous industry) movement for all back-
ward, underdeveloped or inferior regions. In the attempts at
industrial-technocratic armament no other 'slogan can be more
appropriate.  Military armament or war—preparédness is 1n a
great measure identical with and dependent on industrial-techno-
cratic armament. This is why even a techno-industrial glant
like Germany accepfcd in 1933 (Four-Year Plan) the principle
of emphasis on investment goods in her programme of prepara-
tion for the war of revenge. Nay, every belligerent, hyper-
developed or under-developed, from England and the U.S.A.

downwards is bound to accept the same principle and peglect,
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relatively speaking, the claims of consumption-goods or the
standard of living during a war period. This has been previous-
ly described as the *“paradox of war-economy.” (Supra, p. 121).

As a result of emphasizing investment goods at the sacrifice
of consumption goods Germany succeeded in having a start of
nearly four years (1939-43) over England and America in World-
War IL. and enjoying the occupation of Europe for the same
period. In Japan's case it has facilitated her victories in East
Asia, as far north as the Aleutian Islands, South-cast Asia and
the North-east Australian Pacific. This has likewise enabled
Soviet Russia (1941-43) to resist successfully the advance of
Germany beyond a line in the regions to the west of and parallel
to the line Leningrad-Moscow-Kharkov-Rostov. It 1is the
same principle that is now (July, 1943) enabling England and
America after some four years to attempt recovering Europe
from the Gérman Empire.

What is Economic Progress?

Communism is theoretically the economics of social jusi:ice,
‘equalization of wealth, property ot income, equity in distribu-
ton, But in factual developments as materialized in Soviet
Russia up till now it is nothing but state capitalism. ~ The prob-
lems of equalization remain in the main yet to be solved. Be
this as it may, an examination of the meaning or theory of
arthik wnnati (economic progress) would not be inappropriate
in this atmosphere. We have analyzed diverse aspects of this
category in several other contexts in previous chapters and
sections. Fresh light may be thrown on its nature and contents
in the ccology of communistic achieverments. (Supm; Pps 25

27 50 70, 77» 8595, g8-101, 134, 139).
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While examining arthik unnati (cconomic progress)
cconomists as a tule discuss the question of wages and the work-
ingmen's standard of living. It is the problems of distribution
or rather the ethical questions of equity and justice that form
the main topic in the analysis of economic progress. We may
recall John Stuart Mill’s discussion on the “probable futurity of
the labouring classes” in his Principles of Political Economy
(1848). The American economist, Henty George’s Progress and
Poveriy (1879) was a contribution to the same topic. In “Two
Theories of Economic Progress” in Arnold Toynbee's Indus-
trial Revolution (first edition, 1884) we encounter the same
problem. The “conditions of economic progress” as discussed
by J. E. Thorold Rogers have reference to stmilar socio-culrural
aspects of the masses (Industrial and Commercial History of
England, London, 1g9og, Ch. IL.).

It 15, again, the employment conditions, wage rates and
standard of living of the industrial workers that arrest the atten-
tion of Eur-American economists,~Marshall, Pigou, Keynes
and Cole; Schumacher, Adolf Weber, Herkner, Biicher and
Brentano; Colson, Yves-Guyot, Brouilhet, Baudin and Ray-
mond; Luzzatti, Graziani, Tivaroni, Einaudi and Mortara;
Taussig, Mitchell, Veblen and Douglas,—while they each in
his own way occupy themselves with the problems of arthik
unnati. It 1s superfluous to observe that every economist has a
social philosophy, express or tacit. More or less allied prob-
lems are envisaged by Cannan (4 Review of Economic
Theory, London, 1929, pp. 421-422, 434-437) in his treatment
of the facts of progtess in equality, security and independence.

It ts necessary to obscrve here that the aspects of arthik
unnati (economic progress) with which the present study of the
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world-economic equations is associated are not identical with the
problems of poverty, earnings, efficiency and standard of hving.
The topics of social justice, equitable distribution of wealth, and
improvements in the standard of living for the teeming millions
are not the main or the only features of the theory of economic
progress as discussed here. Such problems of the poorer classes
and their income, nutrition, recreation, etc. are taken for
granted in the present study.

But the chief and almost exclusive attention is bestowed:
on the quantitative appraisal of the most diverse categories of
economic phenomena. The labour questions and other topics
of social economics constitute but a part of the problems envis-
aged within the scope of these investigations. The fundamental
‘questioh in every topic assumes the following form or forms:
What 1s the per éapita value at the present moment? What
was the per capita value at a past moment? What is the per
capita value likely to be at some future moment? What are the
differences in pér capita value between any two regions at the
present moment?. Is it possible for a region with a relatively
low per capita value to catch up with a region of higher per
capita value? In such per capita discussions the wage-indices
have their place as much as the indices of insurance-premium,
shipping clearance, or infant mortality. It 1s implied that what-
ever be the social philosophy, its manifestations or resules are
bound to appear in the per capita indices. Arthik unnati (eco-
nomic progress) cannot imply anything other than the heigh-
tening of these indices. (Supra, pp. 3-4).

Thus considered, the. theoty of arthik unnati is indifferent
to the questions generally raised in connection with the achieve-
ments of Soviet Russia. In regard to the problems of capitalism
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vs. communism (private capitalism vs. state-capitalism) the only
questions worth while are identical with the ones suggested
above. The fundamental inquiry 1s as follows: Is industrial
efficiency per capita higher in Soviet Russia than in Germany,
England or America? In how many years, if at all, 1s it pos-
sible for Soviet Russia to catch up with the Anglo-German
techno-industrial efficiency or socio-economic standard of living?
The questions of economic progress about Soviet Russia ate of
the same order as those about India, China and Iran in regard to
the prospects of catching up, say, with Japan, From the stand-
point of economic indices per capita there is no capitalism and
no communism. The indices tell their own tale as pragmatically
as concetvable. We see only the higher or the lower indices in
the helds under discussion, no matter whether the region be
communistic or bourgeos.

Sumilarly the economic indices ate indifferent to the ques-
tions of climate, race, religion and so forth. The categorics,
prc—capitalistic or non-capitalistic, again, mean hardly anything
when the sole consideration is the value of the index per capita.
Tawney, following Max Webet's Religionssociologie, considers
capitalism to be something irceligious and unspiritual 1 his
Religion and the Rise of Capitalism (London, 1926). His
Acquisitive Society (1921) embodies likewise a moralist’s review
of the world as it is. But such considerations do not affect the
problem of the equations of world-economy or the theory of
arthik unnati as analyzed in the present work. Even under con-
ditions of irreligion, injustice, and unspirituality there may be
high indices per capita in certain regions and low in others. In
the so-called pre-capitalistic and spiritual epochs also there were
the higher and the lower economic indices. (Swpra, p- 9)-

23
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Nay, the science of arthik unnati is indifferent as much to
political independence as to political subjection. Statistically, it
is demonstrable that under conditions of political independence
the economic indices per capita are not necessarily high, indeed,
may very often be unusually low. On the other hand, under
conditions of political subjection the per capita values may con-
tinue to rise, although often on very low levels.

We have to note, further, that low or modest arthik unnati
(economic progtess) per capita does not prevent a region from
enjoying political independence and displaying remarkable
military-political power. In spite of poverty and low standard
of living Soviet Russia has been exhibiting the highest values in
politics and war. Japan likewise has known how to function
as a modern world-conqueror although she has exceedingly low
techno-industrial and socio-economic indices.

Alrogether, in the study of the equations of world-economy
and the theory of ec;)nomic progress we are not called upon to
accept any philosophy.of social justice either from Adam Smith
and Ricardo to Hobson, Truchy, Diehl, de Stefani, and
Seligman, or from Godwin and Marx to Jaurés, Loria and
Lenin. Nor is any political philosophy from Herder to Hitler,
from Alfieri and Mazzint to Mussolini, from Rousseau to
Roosevelt, or from Rammohun to Gandhi the invariable postu-
late in these investigations. All these and other philosophies
are not to be ignored. They are valuable in themselves as well
as for their guidance in “class” or “‘national” dynamics. But
they stand on their own merits and their applicability will
depend on the circumstances of each case. The decisive factor
in their application is perhaps the personal equation of each
researcher, publicist or statesman,
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Arthik unnati 1s not the function of any special philosophy,
soctal, political or international. The science or art of economic
progress possesses a swaraj (independence) of its own. It cannot
be subordinated to any other discipline. Like Geopolitik it is
orientated to the most diverse vishva-shakti (world-forces).

National Income Index vs. other Economic Indices

So far as the independent discipline or theory of economic
progress is concerned, my tendency has been to place it on the
foundation of a large number of per capita economic indices
(Supra, pp. 3-4). But this pluralism cannot be always main-
tained. It 1s often necessary to think in terms of -the total,
unified or global values of an entire region or people per capita.
For instance, in the Equation 1, namely, A (1940)=xB (1940)
the pluralistic foundation has been eclipsed by the advaita or -
monoctatic. According to this formula the economic values,
welfare, standard or progress of a whole people is taken to be
x times the economic values etc. of another people. Very often
monocratic equations of this order are likely to spell abstraction.
The compatison of an entire Gestalt with another entire Gestalt
may convey hardly any realistic impressfons. And'yet for
certain speculative, theoretical or scientific purposes such whole
views are indispensable and worth while. (Sugra, pp. 4-).

From this standpoint, as developed in the present as well as
my previous works, it should be possible to agree in a general
manner with the methodology of Colin Clark as employed in
The Conditions of Economic Progress (London, 1940). His
concept of economic progress is based monistically on national
income per capita. He has employed the same income

technique in his Critigue of Russian Statistics (London, 1939).
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The merits of this synthetic, whole-view, global or totali-
tarian method must not, however, blind us to its limitations. A
consolidated statement about the total net production, net divi-
dend, net income of a people per capita hides from our view the
ugly fact that in every region, race ot group there are the haves
and the have-nots. No theory of arthik unnati (economic.
progress) can afford to overlook this millennium-long distinc-
tion between the richer and the poorer classes. The thesis of
“two nations,” maintained by G. D. H. and M. I. Cole in
The Condition of Britain (London, 1937, p. 79) and by Cole
and Postgate in The Common People 1746-1938 (London,
1938, p. 633) ts umwversal. The economic class-dichotomy
should compel the scientist of arthik unnati (economic progress)
and world-economic equapions to put, generally speaking, the
monistic global appraisals in the background except for theoreti-
cal considerations. For daily work the more useful scientific
tool is furnished by the pluralistic paraphernalia of multiple
indices. Synthetic Gestalt ideologies ate not always useful.

Economists, statesmen and other intellectual high-brows
may remain content with indications in the improvements of
the “average” level and “general indices” of economic progress.
But such averages and country-wide indices are too vague for

'teeming millions. The poot are more analytical than synthetic.
To them the haves and the have-nots constitute two different
realities of flesh and blood. Towards the end of the eighteenth
century Robert Burns was pethaps too idealistic or philosophical
when he expressed their sentiments about the two classes of

human beings in the follpwing words:

“The cottage leaves the pal'ace far behind;
What is a lordling’s pomp? a cumbrous load,
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Disguising oft the wretch of human kind,
Studied 1n arts of hell, in wickedness refined!”’

But the people’s conception of the concrete distances between
the world of the rich and the world of the poor was quite well
embodied in the following lines, moralistic as they might
appear :

“Princes and lords are but the breath of kings,

An honest man’s the noblest work of God.”

In Burns’s time the first industrial revolution had just
commenced its career. His class-dichotomy was, therefore,
more or less medizval feudalistic-agrarian.  He wused the
language of discontent as prevalent in a relatively non-industrial
socto-political pattern.

Buns’s poetry did not lead to or materialize in a Bolshevik
revolution. But it did not take more than a century and two
decades for such moralistic sentimentalism to assume, in Czarist
Russia, a material shape among human beings. The economic
dichotomy of the richer and poorer classes cannot be rolled out
or polished off by a uniformalizing, monocratic, advaita
idéology of “general” prosperity and “‘nattonal” progress.

There is no romanticism in the soctography of workhouses
as described in Dickens's Oliver Twist (1838). This objective
story was an item in the ecology of the Chartist reform or re-
volution. Another substantial document of the “ewo worlds”
or “two nations” ideology is Disracli’s Sybil (1845). In these
milieux no ideology of “‘national income” improvement or
average progress can offer any balm to the suffering specimens
of humanity. The first industrial revolution had almost con-
summated itself in England about this time.

The situation has not changed in the twentieth century.
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In spite of improvements in the lot of the working  classes
Wilfred Owen (1893-1918), the nationalist poet-soldier, can still
write Miners. The lament of his “boys that slept wry sleep,
and men writhing for air” is as follows:
“The centuries will burn rich loads
With which we groaned,
Whose warmth shall lull their dreaming lids,
While songs are crooned.
But they will not dream of us poor lads
Lost in the ground.”

Owen was not unacquainted with the labour protection
measures and other social legislation associated with the “‘second
industrial revolution” that was manifesting itself during his life-
time. But he found the dichotomy of the rich and the poor
to be no less damnable, demoralizing and dangerous than in
eatlier years or in medizval and ancient times.

It s from this ‘platfofm that the shortcomings of
Cannan’s view of progress as adumbrated in his Review

~of Economic T_beory (London, 1929, pp. 421-422, 434—437)
have been exhibited in my Social Insurance Legislation and
Statistics (Calcutta, 1936, pp. 413-416). In the ecology
of the Beveridge Plan for social security the world is glibly
talking today (1943) of “‘freedom from want.” But the poorer
classes anywhere on earth are not waiting to be bamboozled by
such “words, words, words.” In the theory of arthik wnnati
(economic progress) the scientific student of world-economic
equations should therefore fight shy as often as possible of the
“whole view”” or Gestalt conceptions such as “national income”
categories but take interest as a rule in the multiplicity of
economic indices and the pluralistic methodology of approach.



CHAPTER V

WorLbD-EconoMmy anD Prannep Economy
AS MoperN CATEGORIES

{talo-German Autarcby vs. Commercial Internationalism

From the Mohenjodarian, nay, pre-historic  times  for
thousands of years down to the discovery of America and finally
to the end of the cighteenth century, exports and imports bet-
ween different countries of the world and even of the same
continent were very little n quantity and vartety and confined
mostly to what might be described as the luxuties of life. Both
in East and West every country, sometimes every village and
every town, was economically more or less self-sufficient.
Autarchy was an actual fact of the economic conditions prevail-
ing among the diverse tribes, races, or nations. This old-world,
millennium-long autarchy may be described as unconscious
autarchy. _

International crade, as we understand it today, s barely a
phenomenon of a century or a century and a half. Exports
and imports between continents and between the two hemis-
phetes have grown immensely since the opening of the Suez
Canal in 1869. The commercial tendency of mankind has
been moving towards the establishment of a world-cconomy,
Le. “interpendence” of regions, states or peoples in the require-
ments of daily life. But during this same period the theory and
policy of autarchy have been no less prominent than the fact of
unconscious  autarchy auring the primitive, ancient and

medizval epochs. Autarchic ideology has been embodied, first,
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in the mercantilist concept of promoting exports with the object
of importing gold, and secondly, in the protectionist tariff acti-
vities of Napoleon, Hamilton, List and others in Eur-America
down to the Swadeshi (indigenous) industrialization movement
of Bengal and other parts of India since 1gos.

The autarchistic -ideas associated with the swadeshi or
national industty complex have been the most prominent
features of the tariff policy of every country, old and new, since
the end of World-War I (1914-18). Autarchy has been the
ideology as much of the three Gosplans in Soviet Russia as of
the non-Sovietic plans in other countries compnsing the pro-
tective and preferential customs duties of the British Empire-
economy and the French Colonial Empire.*

The third phase of autarchy, which may really be des-
cribed as a continuation of the second, is to be seen in the Italian
economy since the Abyssinian War (1936). Under the pressure
of the “sanctions” or boycott exercised by the League of
Nations Italy has been compelled to develop her economic
possibilities to the farthest mit. The processes are described
by Mortara in Prospettive Economiche (Milan, 1937) and
Marescalchi in L' Agricoltura laliana ed Awntarchia (Turn,
1938). Another instance of the latest form of autarchistic ideo-

logy and‘ policy 1s furnished by Germany under Schacht and

1 B. K. Sakar:  Imperial Preference vis-a-vis World-Economy,
Calcutta, 1934.

C. Gignoux: L'Aprés-Guerre et la Politique Commerciale (Paris, 1g24).
In H. Truchy's Echanges internationaux et asmtarcie (Pans, 1940) absolute
autarchy is equivalent to world-domination. Historical developments of the
present situation may be seen in Schilder:  Entwicklungstendenzen der
Weltwirtschaft (Berlin), vol, L (1g12), vol. II. (1915). Sce also R. D. Tiwari
Modern Commercial Policy (Bombay, 1942).
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others down to September 1939.° Excessively high protec-
tive taniffs of the industrial nations, large, medium and small,
had restricted the importation of German manufactured goods.
Germany was, therefore, forced, on account especially of cutrency
and exchange considerations, to restrict the purchase or im-
portation of foreign goods to the extent of her exports abroad.
For instance, Germany could afford to buy more cotton from
India in case India cared to buy more ‘manufactured goods and
machinery from Germany.

The new autarchy, as obsctved in Germany, did not base
itself specifically on protectionism and high tariffs. Nor, of
course, did it seek the splendid isolation such as had been
preached by the German philosopher, Fichte, in his Der
Geschlossene Handelsstaat (Closed Commercial State) 1n 1800.
It attempted, on the other hand, to foster foreign trade by all
means, bilateral agreements, barter system, different kinds of
currency, and what not.

Autarchy as an ideal or as a fact is then almost eternal, no
matter in what form. But inspite of m;arcantilism, protective
tatiffs, boycott movements, preferential treatment and restric-
tions on imports, virtually every country has imported more and
more from foreign countries. The volume and value of exports
and imports have been growing trerﬁcndously from decade to
decade during the last four or five generations. This is a solid
statistical reality of extraordinary importance. Commercial
internationalism and world-economy have not been killed by the

swadeshi (home 1industry) movements of nations. In other

2 For the commercial policies of Germany and Iualy see B. K. Sarkar:
Pol. Phil. Since 1gos, Vol. IL. Part Il (Lahore, 1942), Ch. .iui.

24
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words, autarchy as a socio-economic fact has been becoming
more and more of an impossibility under modern conditions.

One of the most fundamental considerations against
autarchy and for internationalism is furnished by geography.
“Sur le droit bz’storique issu de la conquéte, sur U'Histoire la
Géographie prend sa revanche. So says Jacques Ancel in Géo-
politigue (Patis, 1938, p. 109). Geography avenges itself on
the historic right born of conquest, on History.

The economic reason for this situation is not far to seek,
and indeed .too simple and elementary to be missed. The
values created by the trade between nations are quite subs-
tantial and are enjoyed by both the partners to the commercial
transaction, although not always to the same extent. The
mutuality of the benefits rendered and furtherance of the deve-
lopment of undeveloped areas are two of the greatest conse-
quences of international trade. They are well calculated in the
future also to keep it going and to lead mankind further and
further towards the solidarities of world-economy. But “Buy
Swadeshi,” “Buy Indian,” “Buy Bcngali," will by all means
be encouraged in India as a slogan, as an economic war-cry.
The economic statesmen of India are expected to know, how-
ever, how to adapt this autarchic idealism and nationalistic
inspiration to the pressing demands of understanding between
nations and agreements between regions in regard to the exports
and imports of finance, labour and goods. Economic *‘libera-
hism” will always have its say in commercial statesmanship. It
can but militate against ultra-nationalistic isolations.

An illustration is available from Italy. Inspite of the
prevalence of autarchistic methods and the dominance of
commercial pacts between [raly and Germany Alberto
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de Stefani, the Italian economist, has taken a liberal
view. In the paper, “Prospettive di Collaborazione Econo-
mica,” published in Rivista Italiana di Scienze Economiche
(Bologna, October 1940) he argues against closed system in the
national as well as international economies. ‘His position is
acceptable in so far as he can visualize the possibilities of large-
scale world-wide affiliations for every economic region.

Foreign Trade in Percentage of Preduction

The  political and military values of autarchy are
sclf-evident. But its economic values must not be over-
emphasized. As a purely economic proposition, autarchy may
often imply hardly anything more than the fact that the region
enjoying autarchy 1s very large in dimensions. It may turn out
to be chiefly but a geographical category. A large territory is
likely to be in command of varied agricultural, cattle, forest,
mining and other resources. It may, thetefore, depend re-
latively less on imports from foreign countries for much of its
requirements than a territory small in size. In consequence its
exports to foreign countries may likewise happen to be com-
paratively modest. A large country should then appear to be
less internationally than domestically orientated in its trade
activities.

On the other hand, a small region is likely to be very
limited in its resoutces and may have to depend on imports
from abroad for its pressing daily needs even although its popu-
lation be scanty. And it may find it a paying business to
specialize in one or two lines for which it has natural facilities
and endowments. The pattern of “mono-culture” or exclusive
pre-occupation with certain specified enterprises in mining,



188 THE EQUATIONS OF WORLD-ECONOMY

forestry or farming may turn out to be the dominant type of
its national economy. Under these conditions exports of
specialized commodities are likely to be its trade features. Thus
considered, a small economic region is naturally more inter-
national and less autarchic in its orientations than a large-sized
térritory.' ,

The distinctions between a large and a small region are,
further, important in another regard. For a small region the
shipping of its merchandise to a distance of, say, 100 miles may
have to cross a national boundary and a tariff frontier. On the
contrary, in a large country the goods may be transported
thousands of miles before reaching the frontiers. For a large
region it 1s “‘geopolitically”” difficult to be international.

The proportion of foreign trade in percentage of production
furnishes an index to the doses or grades of economic self-
sufficiency.  The position of autarchy vis-d-vis commercial in-
ternationalism for 1928 may be statistically visualized in the
following groups:*

Group L
Countries Percentage Countries Percentage
t. S, Africa 59 6. Norway 38
2. Denmark 51 7. Austria 36
3. Belgium 51 8. Holland 34
4. Finland 46 9. Brazil 32
5. Switzerland 39 10. Ceylon 30

3 Die wirtschaftlichen Krifte der Welt (Berlin, 1930). Wyotinsky: Die
Tatsachen wnd Zablen Ewropas (Vienna, 1930). The taditional American
position in regard to the relations between foreign trade and domestic com-
merce may be scen in Bogart: Economic History of the U.S.A. (London, 1908).
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Group 1L
Countries Percentage Countties Percentage
11. Sweden 29 18.  Germany 20
12. Canada 29 19. Hungary 17
13.  Australia 25 20. Jugoslavia 16
4. UK. 25 21. Poland 14
15. France 24 22. Rumania 14
16, Italy 21 23. Bulgaria 13
17 Japan 21 24. India 12
Group 1L
Countries Percentage
25 USA 7
26. Soviet Russia 4

Objectively considered, Soviet Russia is the least interna-
tionally orientated in commerce. The predominance of domes-
tic commerce has been a traditional feature of American cco-
nomy, as one can sce in Bogart’s Economic History of the
United States (London, 1908, pp. 439-460). Even today the
U.S. as well as Russia are the most self-sufficient or autarchic.
Just close to them is India. Unquestionably China belongs to
the same category. All these are virtually sub-continental in
character. Each is heterogeneous and multform in economic
facilities, resources and potentialities. And yet in material pros-
petity, Le., the indices of production China, Russia, U.S.A. and
India are not peers. They do not enjoy a parity in wealth.
The U.S.A. is a prosperous cduntry, the three others are poor.
Autarchy alone is then no index to arthik wnnati, economic
progress of importance.

On the other hand, the regions of Group I, ie., those
most dependent on international trade and the least autar-
chic, are with the exception of Brazil, invariably small countries.
Internationalism in commerce, i.e., absence of autarchy may
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almost be postulated to be functionally related to che smallness
of a region or population. But relative absence of autarchy is no
index to doses or grades of poverty. Nay, these small regions
(excepting Ceylon) happen to be economically prosperous.
They are at any rate more prosperous than China, Soviet Russia
or India. The dependence of a country on exports and imports
may then be integrally associated with its prosperity.

These considerations have been ignored in Wagemann'’s
studies in economic morphology published in Einfishrung in
die Konjunkturlebre (Leipzig 1929, pp. 70-72). Indeed, the
publications of the League of Nations relating to the per capita
foreign trade of the different countries of the world are like-
wise ‘anything but formally statistical. No special economic
significance can be attached to such statements as that a certain.
country’s foreign trade per capita is high or Tow. Similarly
we do not undetstand much from the mere fact that one
country commands a greater percentage of the world-trade than
another. In the equations of world-economy the problem of
autarchy vs. internationalism requires to be studied with dis-
crimination and realism. (See Chapter VII, the section on
“Autarchy in Fact and Speculation™).

- Planned Industrialization for India

The solid economic realities of India will have to be faced
by the businessmen and politicians no less than by economic
theorists and plan-makers. And the first great reality at the
present moment consists in the fact that considerable confusion
prevails in India in regard to the use of the three following
terms: (1) Industrial tevolution, (2) Industrial planning,
planned industry or planified economy and (3) Industrializatton.
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To begin with, we should be perfectly clear that even in
1940-43 Industrial Revolution has not been achieved in India.
(Chapters I and II). The existence of several big industties in
India, no matter whether the finance, control and management
be Indian or non-Indian, does not prove that we have consum-
mated an industrial revolution. Single swallows do not make
a summer. A necessity of the hour is an estimate of India’s
total industrial-cum-technocratic and  capitalistic-cum-socia-
listic position in comparison with that of othe_r industrial
countries. We have already established some equations of
comparative economics and machinism on the basis of chrono-
logical distances. (Pp. 14-20). One s likely to be convinced
that—"

India is some go—100 years behind Britain,
no» » FO— 8o » " Germany..
LL 1) » 40_' So ” ”» Iapan-

The presence of these socio-cconomic lags or distances
may be proved by the industrial output etc. per head of popu-
lation and per square mile of territory.* My attempt is nothing
more than tentative and approximare (pp- 91-92).

In order to demonstrate the consummation of an industrial
revolution worth the name it would be necessary to be convinced
of the transformation of the Indian economy both 1n capitalistic
structure as well as in its obverse, namely, socialism. - Not only
manufactures but agriculture and commerce as well will have
to be exhibited as re-made on a substantially large scale in terms

4 B. K. Sarkar: Economic Development, Vol. 11, Calcutta, 1938.

Sce also Die wirtschaftlichen Krifte der Wels (Berlin, 1930) for com-
parative statistics relating to the most diverse items of industrialism, finance,
labour and technocracy about 1925-28. Cf. H. Budler; Problems of Industry
in the East (Geneva, 1938).

.
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of population. In regard to the production of gobds the re-
making must have affected not only the biens de consommation
(consumption goods) but,—and this more essentially,—the
biens d* investissement, investment goods, means of production
(Produktionsmittel). The output per capita of coal, steel, steam-
engines, automobiles, dynamos, electric apparatuses, tractos,
aeroplanes, ships, chemicals, pharmaceuticals, cotton goods,
etc. must have reached decent dimensions. The world should
expect likewise high figures in bank deposits and insutance
policies per head as well as in organized trade union membership
per ten thousand of population. Last but not least, the number
of discoveries and inventions to the credit of physicists,
chemists, engineers, metallurgists and other scientific intellec-
tuals will have to be considerable. In none of these items can
India figure in the modern wotld as a valuable member or
collaborator.

Dealing with the second category, we should say tha,
fundamentally,.“planning” ot planification is the negacion of
freedom or laissez faire. There are two types of planning, or
_plantfied economy, the Sovietic and the non-Sovietic. Each
has a specific objective to be. attained: within a specific time-
limit. Besides, each involves an earmarked budget of mullions
of Rilpees to be commandeered as almost a military necessify.
Ideologically, however, there are fundamental differences, as
the Soviet system allows no profiteering and indeed no profits
at all. (Chapter IV). The non-Soviet or capitalistic type 1s
best illustrated by Germany, Italy and Japan and to a certain
extent also by America, Brjtain and France. But whether capi-
talistic or non-capitalistic, "industrial planning, as “planned
.economy” generally, presupposes a dictatorial and centralized
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drive for the fulfilment of the plan from the side of the state.
It is essentially “etatistic,” implying Government Control of
the Economic Order, as the title of the American essays edited
by B. Lippincott (1935) would suggest. The totalitarian ctati-
zation of British industry and finance (May, 1940) under the
pressute of the present war should leave no doubt about this
fundamental aspect of planning. This is generally known as
war-communism (pp. 118-121, 133-134), which is to be sharply
distinguished from the pure communism of the Sovietic type.
(Infra, “‘Planning Communistic and Capitalistic”).

One 1s entitled to ask: Where is the dictator in India
today to serve and to command all the three hundred eighty
nine millions and commandcer all their resources that one talks
glibly of “planning”?  No Indian revolution has yet producéd
a Lenin or 2 Mussolini or a Hitler. And, of course, in India
there is no Roosevelt, Churchill or even Chamberlain, and indeed
neithet the Front Populaire of France nor the Sei-yu-kai Party of
Japan.  Where, besides, are the crores of Rupees to come from
in order that they may be commandeered by taxation or expto-
priation and earmarked with the object of operating the totali-
tartan plan?  This also 15 a relevant query.

Economico-technocratically as well  as socio-politically
India is oo far behind the *“giants™ of the modern world to
employ the language of the latest economic strategy and tactics
used by the seniormost industrial “adults” of mankind.® India

§ An imperialistic view of a region that has been kept backward by the
forcign rulers is obtainable about Indonesia in J. H. Boeke: The Structure
of Netherlands Indian Economy (New York, 1942).

For an objective account of somewhat primitve conditions prevailing in

Latin America sce A. G. Salvador: “Social Medicine in Chile” (International
Labour Review, Montreal, ]anuary 1942).

25
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is still in some of the earlicr stages of the first industrial revolu-
tion (represented, for instance, also by countries of the Balkan
Complex, Southern Europe, and Laun America), whereas the
leading countries of Eur-America are consummating their second
industrial revolution. Indian economic statesmanship should
have to be satisfied, as a rule, with the categories prevalent among
the pioneering and go-ahead sections of the Eur-Americans, say,
some 60 to 75 years ago, when the very alphabet of “planning”
was unknown, when indeed they had no dictators, capitalistic or
non-capitalistic, and when, as a matter of fact, even the income-
tax had yet to become popular. But, of course, should half a
dozen Indian intellectuals want to indulge in the luxury of
displaying their acquaintance with the up-to-date werds and
phrases of the sentors and veterans among the diverse peoples
of present-day Eur-America, h}iper-industrialized as some of its
countries happen to be, they are at liberty to write learned
monogtaphs on the far-off divine event towards which India may
somehow some day be made to move. Such monographs are
likely to be appreciated as contributions to Indian economic
speculation.  But factually, from the standpoint of machinism,
technocracy, capitalism and social legislation economic India’s
t6le in the new wotld-order is bound to remain quite modest and
relatively primitive for some long time. (Supra, “Youngsters
vis-d-vis Adults in World-Economy”, pp. 69-71).

So there remains the third item, Industrialization. This
is a simple category implying nothing more than the establish-
ment of new industries or the extension of the existing ones.
It implies, besides, as a matter of course, the promotion of
banking and internal trade, shipping and other transport sys-
tems as well as the improvement of agriculture. Further, it is
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comprchensive enough to include cottage, small and medium
industrics, i.e., business organization on all scales. Every new
factory or trading establishment or agricultural enterprise—be
it with a capital of 500, 5,000, 50,000, 5oo,oob or
5,000,000—is a solid and effective contribution to the industria.
lization of India. Altogether, the desideratum is nothing more
than the intensification of our generation-long swadeshi move-
ment on all fronts. There 1s no metaphysics in industnalism,
and it excludes no economic activity. The development of
agriculcure as well as the promotion of banking, insurance, trans-
portation and trade belong to the industry-complex. The primi-
tive and elementary efforts of which Indians even with
Herculean efforts are in the main capable in 1940-43 do not
requite such bombastic words as “industnal revolution” and
“industrial planning” or “planned economy.” The proper
category is industrialization or economic development. (Infra,
“Economic India Tomorrow”).

A Scheme of Economic Development for Young India,
furnished with minute details, was published by the present
author from Italy in the summer of 1925 and subsequently
several times in various forms, and propagated through the
dailies, weeklies and monthlies. Planning or no planning, it is
superfluous to add that World-War 11, like Wordd-War 1, is
well calculated o give a tremendous hllip to the expansion of
Indian industries in all felds,—mechanical, chemical, elec-
trical, sanitary, and agricultural.  Swadeshi industrialism and
business organization are going inevitably to be lifted to a higher
plane,~—the next upper rung or stage of their potentialities.  As
usual, che category, “‘tremendous” or “higher," is o be
envisaged in the Indian and not the Anglo-German-American
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context. (Supra, “Indian Industrialism during World-War 11,”
pp- 98-101, Infra, “Nominal Autarchies in India,” “India’s
Industrial Autarchy™).

Even during the war-atmosphere and for quite a number
of years the promotion of India’s technocracy, finance, labout
power and social progress will depend in no small measure on
the active financial co-operation furnished by the British (and
American) captains of world-economy,—notwithstanding the
progress in banking and capitalism that may be achieved by
purely Indian efforts. This is one of the first postulates of
India’s economic advance during the regime of the new world-
order that is in the process of emergence. Economic realities
cannot all be overhauled by nationalistic ideologies or even poli-
tical consummations. (Infra, “Foreign Capital in Economic
Planning”). ‘

So far as Bengal is concerned, it deserves to be treated as an
independent economic unit just as the Bengali people is known
as an independent culture-umit. It is on a provincial basis that
Indian economic planning—whatever it may mean—can be
properly investigated and worked out. This does not imply that
economic Bengal should separate herself from the All-India
system. The place of the Bengali people (6o millions) in the
Indian complex is to be envisaged as similar to that of the
French, Italians, Germans, etc. in European polity. We have
to profit by the examples of international agreements regarding
rivers, railways, postal and other services, etc. by which the
states of Europe co-operate with one another in peace-times.
But still France is France and Italy Italy.® The European states

6 B. K. Satkar: Political Philosophies Since 1905, Vol 1I, Pare 11
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maintain their economic self-sufficiency and each organizes its
own planning on independent foundattons inspite of the Anglo-
French Entente, the Little Entente, the Franco-Russian United
Front (1935-39), the Berlin-Rome Axis, and the Pan-Europa or
Pan-America ideologies, which serve at times to variegate with
doses of unification the eternal multiplicities of the Western
world. Bengal may try as far as possible to be economically
autarchic according to the ideals of her glorious Swadeshi revo-
lution of 1gos. But she will have to make it a point also to join
the All-India system of industry, finance, marketing, labour and
defence. Bombay, Madras, the Punjab, Assam, indeed, each
one of the provinces ought to do the same, 1.c., try to make
herself autarchic in the first instance, and then look for All-
Indian co-ordination, centralization or federalization according
to requirements. [t may be emphasized that in order to
avoid duplication and wastes as well as to promote rationalization
All-India Boards will have to be instituted in all spheres and
function permanently. The publication, Economic Planning
for Bengal (1933) by the present author, was issued to focus

attention on the special requirements of the Bengali people.

Census of India 1941

In this perspective may be placed some of the figures of
‘Indian Census 1941. The total Alllndia population is 389
millions as against 338 millions in 1931, This represents an
increase of g1 milliens in ten years. The addition 1s more than
the estimated population of France (42 m.), Italy (43 m.) or the
United Kingdom (47 m.) in 1936.

(Lahore, 1942}, Ch. iii. Ideas and Ideals of Economic Welfare (sections on
France and lualy).
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Apparently the increase looks enormous. But in reference
to 1891 (with 279 m.) the addition is 110 millions only. From
decade to decade during half a century the rates of growth were
not uniform or uniformly high. Per thousand inhabitants per
year the rates of increase were as follows:

Decade Rate -Decade Rate
1891~-1g01 14 19211931 106
1GO1—I1Q11 64 1931—1941 15'0
191 1—~1g21 12

The total increment in fifty years is measured by 40 per
cent. In comparative demography the position of India vis-d-vis
certain countries has been indicated in my Villages and Towns
as Social Patterns (Calcutta 1941, pp. 370-373) as follows for
the period 1880-1930:

Countties Percentage Countries Percentage

of inctease of increase
US.A. 1860 Germany 422
Japan 741 India 39'0
Great Britain 541 Spain 368
Italy 46-8 France 113
Switzerland 435

The trend of India’s demographic increment over a some-
what long period (50 years) is thercfore slower and weaker than
that of Germany, Switzerland, Italy, Great Britain, Japan and
the US.A. Since 1600, again, the British population 1s known
to have increased more than 8 times while the Indian not more
than 4 times.

In regard to India’s 15 per cent increase in ten yea‘rs we
may recall that Soviet Russia’s population increased from 147

millions in December 1926 to 170 millions in January 1939.
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The rate was 16 per cent. India’s growth is, then, neicher
abrormal nor exclusively Asian.

The Census Commissioner, M. W. Yeatts, be it obsetved,
is not blind to this situation. About the 51 million increment
of the recent decade he obsetves (Census of India 1941, Vol. L
India. Part 1. Tables, Delhi, 1943, pp- 23-34) as follows :
“Undoubtedly this massive increment must impress forcibly
and even come as a shock to those without khowlcdgc of the
factors behind it. * * * The true position is different.”

One important consideration is that at the Census of 1931
there had been under-enumeration on account of the boycotr of
the administration in connection with Gandhi’s non-co-operation
movement. Hence the figures of 1941 look somewhat inflated.
The increment is, therefore, less real than apparent.

Another factor in 1941 was the census-consciousness of the
people. The politics of “communalism™ was engendered or pro-
moted by the Government of India Act 1935. The “commu-
nides”’ (Hindus, Muslims, etc.) got tremendously interested 1n
the powet of sheer numbers. Both collectively as well as indi-
vidually every body wanted to have himself or herself appear
in the enumerator’s lists. The resulc was perhaps an almost
cent per cent enumeration. Lhis was in marked contrast with
the previous censuses since 1872 when indifference to enumera-
tion had been an almost national characteristic. The cnumera-
tion in 1941 turned out, therefore, to be adequate with ven-
geance. The excessively high rate of increase over 1931 can,
then, be easily comprehended. It is not necessary to sce i it,
other circumstances remaining the same, the signs of approach-
ing overpopulation or demographic disaster. -

The increment of 1941 is to be taken as remporary or
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occasional.  Among other factors explaining this increment of
the decade is to be mentioned that the irrigation facilities of the
Punjab are comparatively new forces. The Punjab as an econo-
mic unit is a relatively young region. The results of these new
forces have enabled it to appear as a “swarming area.” Another
agrar-economically young region is East Bengal. In this region
the facilities are provided by Nature 1n the form of rivers, floods
and alluvial soils. Demographic increase in this area can thus
be easily accounted for. But both in regard to the Punjab and
East Bengal the infiuences of agriculfural Geopolitik cannot be
expected to be operative at a uniformly high rate in subsequent
decades. The law of diminishing returns cannot but function
in considerable doses from quinquennium to quinquennium.
Hence the demographic increment of 1931-41 cannot be taken
to be the norm for a whole generation or so.

A Subcontinent of Slow Progress

A feature of the 1941 census is the increment in urbani-
zation. The rate of increase over 1931 is not, however, consi-
derable. It is necessary to observe here that in the Indian census
publications for several decades it has been the custom to des-
cribe as town only such settlements as have a minimum of 5000
inhabitants.  But in the statistics of other countries the cate-
gory, “town,” comprises settlements with 2000 and up. In the
tnterest of international uniformity I am taking the 2000-person
settlement as the town. In 1941, then, there were 116 million
town-dwellers in the perspective of 389 million inhabitancs.
This yields 30 per cent as the index of urbanism, as against 28
per cent in 1931 and 26 per cent in 1921. The index for
1931 has to be corrected according to this calculation on pp. 45-
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46 of the present work and on pp. 29-30 of Villages and Towns
as Social Patterns (Calcutta, 1941). , ‘

Here as elsewhete in India we encounter slow progress and
low rates of change. It is the snail’s pace that is to be looked
for on the Indian subcontinent.

Figures for literacy are not yee available. But from the
statement given by Yeatts (pp. 31-32) we notice that in 1941
only 8 per cent of the population was literate in the U.P., 13
per cent in the Punjab, and 16 per cent in Bengal. In Bombay
g per cent was literate among women and 3o per cent among
men. The Bengal literacy was represented by 7 per cent among
women and 25 per cent among men. Female literacy was to be
found only among 2 per cent of women in the U.P. In certain
instances the rate of change over 1931 was between 70 and 390
per cent. Buc the total result was miserably low as indicated
above. (Supra, “The Meaning of Soviet Russia’s Economic
Indices,” pp. 49-52). One of the greatest causes of India’s
lag or backwardness in techno-economic, sanitary and socio-
cultural fields 1s to be found in this conspicuous lack of literacy.

The birth rate remained virtually unchanged during 1920-
go. It was fluctuaung about 33 per rooo inhabitants. But
the decline was still noteworthy from the 38 per thousand of
19o1-10. (Indian Journal of Medical Research, Calcutta,
October 1935, p. 558). The rate of decline (13%,) was not
high. But it was not negligible by any means. In case birth
decline be an index of progress we have here another instance
of slow progress rate in India.

Production as National Income
In the interest of gconomic Realpolitik let us now try to

objectively visualize the industrial and technocratic develop-
26,
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ments in India such as they are.” We shall take some of the
economic indices of contemporary India and place them in
world-perspectives.  We are interested in analysis and not in
history. It will serve our purpose, therefore, if we take the
statistics of the yeats 1,928-39. That was the boom period just
preceding the great world-economic depression (1929-33) and
falls somewhat midway between World-War 1 (1914-18) and
Wortld-War II (Sept. 1939- ).

Let us start with what ts known as “national income.’
We shall take it as roughly equivalent to net annual production.
In order to ascertain national income the income tax mechod
is employed by Helfferich (the earnings method by Bowley),
and the occupational methed by Pupmn. The “objective”
method is the productional, and this is the method in F. von
Fellner's Das Volkseinkommen Oesterreicb-Ungarm (Vienna,
1916) and in W. J. King's Wealth and Income of the U.S.
(New York, 1916). In the present study we are not interested
in the technique of national income estimating. Net annual
production of India and the world is being exhibited as a some-
what global index to the total prosperity or otherwise of the
regions in question. (Pp. 179-182). A rough comparison of
the economic potential of diverse countries is the end in view.
As producer of wealth India in 1928 finds herself in the position
as indicated in the groups below (in '000,000 Matks):*

9 Some non-Indian %urveys of Indian economic developments may be
seen in “India’s Progress in Industrialization” (Bulletin of International News,
London, 13 June 1g42) and W. Ladejiosky: “The Wealth of India” (The
Agricultural Situation, Washington, D.C,, August 1942).

8 Woytinsky: Die Tatsachen und Zablen Europas (Vienna 1630) p. 137.
For some recent figures about certain items sce the Annuaire Statistigue de b
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Group 1. Group 1.
Countries Wealth Countries Wealth
Produced Produced
1. USA. 370,425 4 Sovier Russia 49,500
2. Germany 68,500 5. France 38,223
3. UK 64,188 6. India 34,580
Group 1IL Group IV.
Countries Wealth Countries Wealth
Produced Produced
7. Canada . 24,000 12. Poland 9401
8. Japan 23,044 13. Czechoslovakia 9078
9. Iraly 18,777 14. Brazil 7,031
to. Australia 12,154 15. Rumania 6,990
11. Holland 11,214 16.  Sweden 6,772

The comparability of these hgures is open to question.
They have not been compiled in a uniform manner in the
diverse countries enumerated. This is the fundamental short-
coming of all national income statistics. Be this as it may,

Société des Nations (Geneva), latest issue, Tables 56-113 (Mineral and Indus-
trial Production).

The “national income” figures for 1923 and 1913 may be scen in H. E. A
Fisk:  The Inter-Ally Debts: An analysis of War and Post-war Public
Finance 1914-23 (Bankers Trust Co., New York, 1924) p. 265. " For the his-
torical statistics of national income, total we well as per capiter sce A. de
Foville: La France Economigwe (Paris, 18go), Mulhall: Industrics and Wealth
of Nations (London, 18¢6), dc Lavergne: La Richesse de le Framce (Pans,
1908), K. Helfferich: Deatschlands Volkswoblstand (Berlin, 1914), C.
Gini:  L'dmmontare e ls Composizione della ricchezza delle naziom (Turin,
1914), W. J. King: The Wealth and Income of the People of the United
States (New York, 1g16), J. Stamp: British Incomes and Property (London,
1916), R. Pupin: La Richesse de la France devant la Guerre (Panis, 1916), K.
Shah and Khambatta: Wealth and Taxsble Capacity in India (Loodon, 1924),
A. Bowley and J. Stamp: National Income 1924 (Oxford, 1927), C. Clark:
National Income and Outlay (London, 1937), V. K. Rao: The National
Income of Brtsh India 1931-32 (London, 1940), S. Kuzners:  National
Income and lts Composition 1919-38, 2 Vols. (New York 1941).
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these absolute figures place India rather high in total annual
income, because the population of the country is enormous. In
relative statistics the situation is entirely different. Per head of
population the total net annual production (= national income)
of India works out as follows for 1928 (in Reichsmarks):

-

Group L Group 1L
Countries Wealth Countries Wealth
Produced Produced
1. USA. 3,087 r1.  France 030
2. Canada 2,521 12.  Belgium 862
3. Austraha 2,027 13.  Czechoslovakia 630
4. Holland 1,480 14 Austria 592
5. UK. 1,407 15, Iualy 458
6. Switzerland 1,386 16.  Finland 441
7. Norway 1,339 . 17. Hungary 429
8. Denmark 1,144 18, South Africa 412
9. Sweden 1,102
10. Germany ‘1,007
Group 1L
Countries Wealth Countries Wealth
Produced ‘ Produced
19. Rumania 392 23. Poland 317
20. Japan 374 24. Bulgaria 258
2t. Jugoslavia 340 25, Brazil 180
22. Soviet Russia 325 26. India 108

India’s national income per capita per year may then be
taken to be 108 R.M. or, say, Rs. 72. (About 1928-29 the
exchange rate was RM. 20 per [). The following equations
may be easily understood :

US.A. (3.087)
France (930)

Japan (374)

286 India (108)
87 India (108)
35 India (108)

]



PRODUCTION AS NATIONAL INCOME 205

The average American commands 286 times the income
of the average Indian. On an average every Japanese 15 35
times as rich as every Indian, The values ate being indicated in
money. One must not, however, be misled by such monetary
comparisons. A higher monetary income does not necessarily
imply higher efficiency, working capacity, inventiveness, ot
morale.

Besides, the purchasing power of money varies from country
to country. International comparisons of prices or wages and
salaries offer no positive evidence as to an individual’s actual
command over the necessatics, comforts and luxuries of life in

his own locality.

In terms of monetary income every American appears,
according to these indices, some three times as rich as the
German and over eight times as rich as the Japanese. On the
strength of such equations it would be utterly fallacious to sug-
gest that the average American is equivalent in working capa-
cty and moral personality to, say, three Germans or eight
Japanese. The equations of world-economy do not futnish any-
thing more than merely arithmetical hgures or relative mathe-
matical quantities. As for human values, intellectual qualities,
creative powers, manhood, industrial efficiency, and military
energism nothing can be inferred automatically on that basis
alone. (Supra, pp. 28-29, 37-38, 169).

In any case the practical utlity of these equations is con-
siderable. They enable us to visualize the steps that must be
taken in order to raise India in the economic scale. Evidently,
no Viswakarma could possibly elevate economic India to the per
capita production level of Japan, Italy, France or England in the
course of a few years. India must have to march step by step
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along the road from Brazil upwérds. The “next higher stage”
is to be the objective at every step. In case the Planning Com-
mittee of the Indian National Congress should proceed on the
hypothesis that the general production index can be tripled or
quadrupled within seven or ten years it would be a question of
indulging in excessive wishful thinking. The highest or ulti-
mate goal is one thing, the realizable goal of the moment is
another. The example of Soviet Planning is catching. But its
pre-conditions and techniques must not be misundetstood and
. misjudged.” (Infra, “The Prospects of Communistic Planning
in Backward Economies,” ‘“Economic India Tomotrow™).

9 Diverse interpretations of the Indian economic data may be seen in
B. K. Sarkar: “Stukturelle Erncuctung in der indischen Industrie und
Wirtschafe {Geopolitik, Berlin, April, 1931} “Umfang und Kapitalkraft
der industriellen Unternchmungen in Indien” (Maschinenbas, Berlin, Aptil,
1931), Das technisch-wirtschaftliche wund handels-politische System des gegen-
wirtigen Indien (Kicl, 1931), and Die Entwicklung und weltwirtschaftliche
Bedeutung des modernen Indien (Stuttgart, 1932); M. Visvesvaraya: Planned
Economy for India (Bangalore, 1934); P. 5. Lokanathan: Industrial
Organization in India (London, 1935); P. K. Mukhetjee: Labour
Legislation in British India . (Calcuwta, 1937); R. K. Das: Principles
and Problems of Indian Labowr Legislation (Calcutta, 1938) and History
of Indian Labour Legislation (Calcutta, 1941); N. Das:  Industrial
Enterprise in India (London, 1938); R. K. Mukerjee and H. L. Dey (editors);
Economic Problems of Modern India (London) Vol. 1. (1939} and Vol IL
(1941); S. K. Basu: Industrial Finance in India (Calcutta, 1939); R. M.
Chaudhuri:  Evolution of Indian Industries {Calcutta 193g); K. N. Sen:
The Economic Reconstruction of India (Calcutta, 1939). Sce also “The Ins-
titution of a Tripartite Labour Organisation in India” (International Labour
Review, Montreal, January, 1934); and H. Buder: Problems of Indastry in
the East with special reference ta India, Ceylon, Malaya and Indonesia
(Geneva, 1938). The total Indian industrialism of roday may be placed in
the American background of 1840-80 or rather 1840-60 as described, for
instance, in I Lippincott and H. Tucker: Economic and Social History of

the USA. (New York, 1927) pp. 455-465 468-484. . Sec the rcferences o
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Techno-Economic India between World-War [
and World-War 1.

We shall now pass on to fuel-economy. India’s coal outpuc
is very modest. In 1928 the coal output of the world amounts
to 1,224,600,000 tons (plus 213,500,000 tons of brown coal).
The world-output is exhibited in the three following groups
(n "ooo tons):. ’

Group L Group 1L
Countries Ourput Countries Output
. USA 516,632 4 France 51,366 (plus
) (including brown) 1,064 brown)
2. UK 241,283 5 Poland 40,509 {plus
74 brown)
3. Germany 150,861 (plus 6. Soviet Russia 34,138
165,588 brown) 7. Japan 31,754
8. Belgium 27,543
9 India 21,660
Group il
Countries Output Countries ’ Output
10. Australia 15,219 13. S, Afnca 12,162
1. Czechoslovakia 15,157 (plus 14, Holland 10694 (plus
20,715) 197 brown)
12. Canada 12,433 (plus 15 Spain 6,188 (plus
3:485) 359 brown)

16. New Zealand 2,476

Not all the countries of the world have been mentioned
n the above schedule.

India (national income, production etc) in Clark: Conditions of Economic
FProgress (London, 1940).
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The iron ore map of the world for 1928 can be indicated

below in three groups (in ‘ooo tons): .
Group L
Countries Output Countries Output
1. USA 63,148 6. Soviet Russia 5884
2. France 49,328 7. Spain 5,505
3. UK. 11,443 8 Sweden 4,669
9 Austsia 1,913
Group 11. 10. India 1,876
4 Luxemburg 7027 11.  Czechoslovakia 1,779
5 Gcrmany 6,475
Group 111
Countries Output
12.  Australia 739
13. Poland 699
1. lwaly 625

Countrics with smaller output are not indicated. India

with 1,876,000 tons is unusually poor in iron ore resources.

In pig iron India’s position in 1928 1s as follows (in

‘000 tons):
Group 1.
Countries Output Countries Output
1. USA. 38,768 6. Soviet Russia 3,281
2. Germany 11,804 7. Luxemburg 2,770
3. France 10,097 8 Saar 1,936
3 . Czechoslovakia 1,400
Group 11 ;2, India 1,164
4 U'K: 6717 11. Canada 1,100
5. Belgium 3,905
Group IIL
Countries Output
12. Japan 895
13. Poland 684
14. Spain 569
15, lealy 507
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India’s output 1s 1,164,000 tons. In pig iron her poverty
is as great as in iron ore. It is to be observed that Japan is not
mentionable in the iron ore table but that she is represented by
895,000 tons in pig iron. (Pp. 214-215).

The steel resoutces of the world are distributed as follows

n 1928 (in "o00 tons):

Group L. Group 11
Countties Output Countrics Output
1. USA. 52,371 5. Soviet Russia 4158
2. Germany 14,517 6. Bclgium 3:956
3. France 9483 7. Luxemburg 2,567
4 UK. 8,987 8. Iraly 2,098
9. Saar 2,073
10. Czechoslovakia 1,700
11. Poland 1,439
12. Japan 1,400
13. Canada - 1,260
i Group 111
Countries Output Countries Output
14 Spain 734 17. India 600
15 Austria 636 18, Huogary 486
16. Sweden 611 19. Auscralia 455

India’s steel output is only 600,000 tons in a world out-
put of 109,400,000 tons. It is almost neghgible. Ladejinsky
obsetves, therefore, quite appropriately that “‘even under the
stimulus of war production India’s output of finished steel in
1941 amounted to only 1,250,000 tons.” (Supra, p. 202).

" About Sovict Russia’s output in iron ore, pig iron and
stecl it should be observed chat the figures hardly include the
Gosplan output. The first five-year plan came into force in
October 1928: The stecl output of Japan as well as Ialy 1s
noteworthy. Both have to work upon imported ores.

In 1928 India’s position in the comparative cotton indus-

7
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try of the world is to be understood from the following three
facts:

1. Out of the world-loomage of 3 299 600 India 1s
possessor of 162,000 looms only.

2. In the world-spindleage of 165,100,000 India’s share
15 8,700,000.

3. Indian mills consume 476,300 tons of raw cotton in
a total world consumption of 5,658,000 tons.

The world-loomage s, then, as follows (in "ooo):

Group L Group IL
Countries No. Countries ) No.
1. UK. 768 5. France 152
2. USA. 747 6. India 162
3 Soviet Russia 312 7. Tuly 150
4. Germany 250 " 8. Czechoslovakia 110
- Group 111 .
Countries No.
9 Japan . 78
10. China - 10

India’s loom-power is not enviable. But it is interesting
that, comparativcly speaking, Japan is as modest in loomage as
in the other items discussed above. (Pp. 216-217).

In the international statistics of spindles the orientations of
India’s spindleage are to be found below (in “000):

Group 1. Countries No.
Countries No. 5 India 8,700
. UK 57,100 6. Soviet Russia 7,300
2. USA 35,500 7- Japan 6,300
8. luly 5,200

Group 1L Group 111
Countries ) No. Countries ~ No.
3. Germany 11,200 9. Czechoslovakia 3,700

4 France 9,800 10. China 3,500
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In view of the large size of India’s population the
spindleage of 8,700,000 1s rather paltry.
In regard to the consumption of raw cotton industrial India’s

capacity can be seen 1n the following groups (1n "ooo tons):

Group I. Countries Tons
Countries Tons 5. China 450
1. USA. 1,500 6. Sovier Russia 360
7. Germany 336
8. France 315
Group 1L
Countries Tons Group IIL
2. UK 652 Countries Tons
3. Japan 580 9. ltaly 232
4. India 476 10. Czechoslovakia 128

Motor traffic and motor roads constitute an important in-
dex in the technocratic and industrial developments of modern
times. India’s place on the automobile map of the world for
1929 s as follows (in "000):

Group L ' Countries No.
Countries No. 10. New Zcaland 151
1. USA 24,493 1. Spain . 146

12. Sweden 128

Group 1L 13. India 126
Countrics No. 14 Belgium 13
2. UK. 1,358
3. France ‘ 1,098
4. Canada 1,062 Group IV.

Countries No.

Group 11 15.  Denmark 99
Countries No. 16. Holland 91
5. Germany 577 17. Japan 74
6. Australia 517 18, Switzerland 66
7. Argentina 31 19. Rumania 31
8. luly 177 20. China 26
9 Brazl 165 21. Soviet Russia 17
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In relative statistics India’s place would be more clear.
The following table givcs the number of persons per automobile
available 1n the different countries of the world:

. Crf)up L Group 1L
Countries Persons Countries Persons
' pet auto. per auto.
1. USA 5 13.  Germany 111
2. New Zealand 9 14. Spain 151
3. Canada 9 15. Brazil 223
4. Australia 12 16, Ialy 230
5. Argentina 34 -r7.  Rumania 566
6. Denmark 35 18. Japan 853
7. UK. 35
8. France . 37 Group 1IL
¢ Sweden 47 Countries Persons
10. Switzerland 6o per auto.
1. Belgium 70+ 19. India 2,548
12. Holland 8s 20. Soviet Russia 9059
A 21. China 17,000

In 1929 India with 2,548 persons, Soviet Russia with
9,059 and China with 17,000 per automobile were in the lowest
niveau of technocratic primitivism. None of these subconti-
nents virtually existed on the map of modern technocracy and
industrialism in roads and automobiles.

Nominal Antarchies in India

* For the time being we need not quote figures in order to
demonstrate the slow and gradual emancipation of India from
the sway of foreign industrial goods in certain items. Some of
the recent facts down to 193g are quite popularly known.
Especially since that year, on account of World-War 11, India’s
swadeshi (indigenous) industries have been getting an unpre-
cedented impetus.  Much of this “inflated” industrialism will
of course disappear in post-war “‘reconstruction.” (Pp. 224-225).
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Be this as it may, in textiles India s relatively well-
developed.  The stecl industry has made considerable progress.
In cement India does not have to import anything. The same
thing may be said about matches as well as sugar. The autarchic
or near-autarchic conditions are, however, nothing but statistical
phenomena, so to say. The greater or less degrees of self-
sufficiency enjoyed by India in such industries are likely to
mislead the student of world-economy. The economic reality
is obvious. The world knows quite well that it does not re-
quire much output to, satisfy India’s effective demand. (Swpra,
“Indian Industrialism during World-War 1., pp- 98—101).

For 3g0 million people the total output in these lines is
negligible when one considers the supply available per head. .
The standard of living per capita is extremely low. Not more
than an infinitesimally small proportion of the total population
is well-placed or rich enough to be able to have a demand even
for such a necessity of life as sugar. Hence India can be exhi-
bited in a list of self-sufficient countries even with a small out-
put of this commodity. In questions of autarchy as of other
economic phenomena the problems of relative versus absolute
statistics are in evidence. (Pp. 3. 51, 73, 77-81, 89-90, 107).

Indian autarchies are meaningless or unsubstantial. Tﬁey
are to be undetstood as nominal or formal autarchies.

Down to 1936 coal output averaged annually about 22
million cons. During 1940 it rose up to 29 million tons. At
this stage the danger of “‘over-production™ was discussed in the
Government’s Review of the Trade of India 1940-41 (Delhi
1942, p. 53). And yet the population of the country was as
high as 390 mullions. Similarly, “over-production” was feared

in sugar with an output of 1,241,700 tons only in 1939-40, in
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cement with 2,800,000 tons only in 1940-41 and in paper with
1,753,000 cwts. only in 1940-41 (pp. 57, 63, 67). With re-
gard to India the categories, autarchy or self-sufficiency, deficic,
and over-production are to be interpreted in the milien of
extteme Indian poverty or miserably low national income and
wretched standard of living.

India (c. 1940)=England (c. 1760)
in Pig Iron
The problem of India’s arthik unnati (economic progress)
with reference to autarchy, over-production and deficit may be
elucidated by sizing her up with England, the pioneer
of modern industrialism, technocracy and capitalism. (Pp. 18-20).
In Appcndix F. (“Statistics of Progress™) of Cunningham’s
Growth of English Industry and Commerce in Modern Times
Part II. (Cambridge, 1912, p. 930) we get the following figures
for pig iron output during the period of the fitst industrial

revolution :
Year ‘ Tons Year Tons
1740 17,350 1830 678,417
1788 68,300 1839 1,248,781
1796 125,079 1847 1,999,608
l§o6 258,206 1852 2,702,000

The million-ton level was exceeded between 1830 and
1839. The two-million ton was reached by 1850. In India
the million-ton was reached about 1928, as the following figures
from the Statistical Year-Book of the Leagne of Nations
(Geneva, 1938, p. 142) would show:

Year Tons Year Tons
1928 1,072,000 . 1933 1,075,000
1929 1,418,000 1934 1,341,000
1930 I, [99,000 1935 I ,490,000
1931 1,040,000 1936 1,568,000

1932 928,000 1937 1,669,000
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Both British and Indian figures are absolute. Even in
absolute statistics, then, India in 1933 was producing less pig
iron (1,075,000 tons) than England in 1839 (1,248,781 tons).
It was in 1934 that India succeeded in catching up with Eng-
land of 1839. This parity establishes India’s chronological
backwardness or lag of g5 years vis-d-vis England so far as total
figures are concerned. (Pp. 208-209).

Let us now analyze the indices for the purpose of relative
statistics. The population of England and Wales was growing

during the first industrial revolution as follows (Cunningham,

loc. cit. p- 935):

Year Population Year Populatien
1688 5,501,000 1801 8,853,000
1750 6,467,000 1831 13,899,000
1780 7/953.000 1851 17,928,000

We need not go into all the years for the per capita output
of pig iron in England. Let us take the indices for the two
yeats 1750 and 1780. We find the following results:

Year Output per Head
1750 0,0026 t. (1740
1780 0,0085 t. (1788)

We shall now take the absolute output of India for 1936,
namely, 1,568,000 tons. The estimated Population (1936) was
374,000,000. Per head of population the output of pig Iron
in India 1936 was 0,0041 t.

We get the following comparative equation :

England (c. 1780) 0,0085 =2 India (1936) 0,0041

England 1780-88 was producing per head twice as much
pig iron as India 1936. But about 1750 the British per capita
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output was 0,0026 t, (1.e. 065 per cent.) of the Indian per
capita output of 1936. India (1936) is then to be placed some-
where between England 1750 and England 1780, We can
conclude that, in pig tron, for all practical purposes

_ India (c. 1940)=England (c. 1760).

" This places India behind England by 180 years. (Supra,
pp- 20, 83-92). One can almost say that the modern techno-
cratic-industrial transformation of the British pattern has hardly
commenced in India as yet. But in reference to France and

- Germany India’s chronological position is, as we are aware,
more favourable. (Pp. 19-20). All the same, primitiveness
and poverty are crystal clear. B

Japan and Russia vis-a-vis Indonesia

In industrialization a most interesting case is that of Japan.
(Pp. 207-212). In automobilism her place is as low as con-
cetvable,—just ahead of India. In this regard her primitivism
is almost as conspicuous as in other fields of modern economic
life. All the indices examined uptill now serve to place indus-
trial-technocratic ]apan at a very insigniﬁcant level judged by_
the standard of the adults, go-aheads or giants like the U.S.A.,
England and Germany. And yet By 1941 this pigmy has dared
embark on a titanic world-war with the Anglo-American glants.
Evidently a decade and a half of goalful planning implies more
to Japan than to othets. And/or perhaps industrial-techno-

11 K. Haushofer: Japan und die Japaner (Leipzig 1933). the economic
sections, pp. 197-211; B. K. Sarkar: “The Strength and Limitations of
Economic Japan™ (Calcwtta Review, November 1933) H. J. Timperley :
Japan: A4 World Problem (New York, 1942).
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cratic developments do not constitute the exclusive or the most
significant factor in war-animus, war-preparedness and war-
victories. (Supra, pp. 28-29, 37).

No less instructive is the case of another pigmy, namely,
Soviet Russia, in this regard, as we have already pointed out.
Commencing with the unspeakable backwardness of the Indian
and Chinese pattern in October 1928 the Russians® have been
able to modernize themselves in technocracy and industtialism
in a terrific manner. During the two winters 1941-43 the
German giant has been compelled by the Russian upstart to
know the limits of his military-aerial ambition in two consecu-
tive attempts. Some of the projects and achievements of the
third five year plan (1938-42) can be seen in We're in this with
Russia by the American author, Wallace Carroll (Boston, 1942
pp- 212-216).

Evidently industrial-technocratic pigmies are not always
and everywhere negligible. The backwards and laggards also
can have a place in the sun,—and this in not very remote
future,—provided, as Hem Banerji the poet says, barek jagiya
karile pan (onc wakes up and miakes the determination).

Such conceptions are foreign to the ideologies of the Dutch
economust, Jan Brock. In his Economic Development of the
Netherlands Indies (New York, 1942) the thesis is established
that Indonesia’s prosperity will depend in future on Dutch
offictals, It is the “post-war reconstruction and prosperity of
Holland” such as may be served by Indonesia on which he
focuses his actenton. This s albinocracy and  colonialism

12 The pre-Gosplan situation may be seen in the Government publication,
USSR. Annuaire Politique et Economique pour lannée 1925-26 (Moscow
1926). Supra, Pp- 207-212.

28
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carried to the nth term.  World-economic experts have learnt
nothing from Russia and Japan. (Suprs, “‘Shortcomings of
World-Planning  Schemes,” pp. 95-97, Infra, chapter VI, .

the section on “Indonesian Economy™).

Planified Land-Reclamation in | ialy

A specimen of planned economy for which India has great
need 1s to be found in the methods by which malaria has been
combated and land reclaimed in ltaly since 1876.

Bonifica or land-reclamation commenced in Italy with the
birth of this state (1861-70) as a simple measure of lotta anti-
malarica (ar;ti—rﬁalaria campaign). From 1876, the first year of
bonifica legislation in action, down to 1923 it maintained its
character as an agency in public health and sanitary reconstruc-
tion. In 1923 it began to get transformed into one of the
most powerful planks in the entire applied economics, politics
and sociology of Italy. Corresponding to this factual or con-
tentual transformation there was a change in the category also,
namely, from bonifica to bonfica integrale. The Act of bonifica
integrale (comprehensive land reclamation) was passed in 1928.

A very important departure was made in principle by the
bonifica legislation of 1923 and 1924. The decrees declared
state intervention admissible not only in'regard to insanitary
lands as heretofore but in regatd to other lands as well. Among
such other lands were signalized those soils which found them-
selves in backward agrarian condition but were capable of being
transformed by economic measures, Bonifica was thereby
defined in law not only as the technical process of elimination
of malaria and improvement of malarial lands from the sanitary
aspects but also as comprising economic improvements. The
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period from 1923 to 1928 may be described as that of gestation
for this tremendous revolution in the socio-agricultural economy
of Ttaly in modetn times."

During 1926-27 decrees were passed favouring the econo-
mic transformation of backward soils. The breaking up of lands
was thercby encouraged as well as motor-cultivation, Subsidy
was promised to irrigation. One of the decrees had bearing on
the improvement of agricultural credit.

The Act of 1925 was designed to promote deep ploughing
(40-70 centimeters=nearly 16-28 inches) with steam-driven
machines under state auspices. '

From 1926 to 1929-the acreage brought under deep plough-
ing was 22,418 hectares (1 ha=2!% acres). The outlay
amounted to 4,626,689 lires.

The grants sanctioned for the period 1926-1930 were as
follows : ™ » |
1. For Irrigation: 62,611,000 lires.

2. ®For Water Research: 3,810,000 lires.

In September 1928 Mussohni 1ssued a circular to the
!-)refccts saying that 500,000,000 lires would be granted anﬁually
by the Cassa Nazionale per le Assicurazioni Sociali (National
Fund for Social Insurance), Istituto Nazionale delle Assicura-
zioni (National Institute of Insurance) and the Savings Fund
Association.  All these are Government institutions of Italy.

13 For bonifica during the first half a century of its operations see the
chapter on “ltaly’s War-Budget Against Malaria” in B. K. Sarkar: Economic
Development, Vol. 1. (Madras, 1926), based in the main, as it is, on La
Malaria in ltalia ed i Risultati della Lotta Anti-malarica (Rome, 1924) and the
Report of the Federazione delle Bonifiche (Rome, 1922).

14 Annuario Statistico lialiano, 1930 (Rome), p. 188. Sc& also A
Serpieri:  La Politica Agraria in lialia (Piacenza, r925).
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- On Dec. 24, 1928 was passed the Legge sulla bonifica
integrale (Law of integral or comprehensive bonification).
furnished the entire system of bonification with a strong rural
stamp. The orlentations were diverted from the previous efforts
at urban improvement to the special needs of land reclamation

'* The measure was con-

in the villages and agrarian prosperity.
sidered by Fascists to be as important as the “‘labour charter”
(Carta del Lavoro) of 1927 and is generally known as the Legge
Maussolini (Mussollm Act).

The planned economy of bonifica z'ntegrale as decided on
by the Mussolini Act of 1928 actually commenced in 1930 and

comprised the following scheme of execution In six items:

Categories Value of Enterprise Government  Period in
in million lires  grantin million lires  years
“1. Hydraulic Improvements 4,500 3,000 14
2. Irrigation, independent of
bonifica in South Italy 300 204 14
3. lrrigation, independent of
bonifica in Central ltaly 500 200 8
4. Rural Buildings 500 340 8
5. Rural Waterworks 200 150 7
6. Farm roads 1,000 400 14
7/000 4354

Some of the items were to be executed in full within seven
years and others were to take as many as fourteen yeas. The
Government was to be responsible for 4,354,000,000 lires so far
as financing was concerned. In Italy as elsewhere the role of
the state in agricultural “Geopolitik™ has been decisive.

15 Papi: “Migrazioni interne ¢ Bonifica integrale” (Proccedings of the
International Congress for the Scientific Study of Population Problems), Rome,
1931, Vol. IX (Rome, 1933} pp. 406-410.
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The economic planning of synthetic land-reclamation, like
all other “plannings” in Italy and in other countries of Eur-
America and Japan, is but an Italian edition of the Russian
Gosplan, first, in regard to state initiative, state administration
and state control, sccondly, in regard to state financing, and
thirdly, in regard to the fixed period of time i each instance
during which the state planning was to be carried through.
But it is entirely non-communistic as every planification in
Italy, Germany, England, Japan, France or the U.S.A. is.
(Supra, pp. 192-193).

The finances of bonification from 1870 to 1930 are indica-
ted below: '

1. By State: 1,025,800,000 lires
2. By concessionaires (private
individuals and companies):
i. State Subsidy 1,881,500,000 ,,

. Concessionaires 923,100,000 ,,

Total 3,830,400,000 "

During sixty yeérs Government budget was responsible for
2,907,300,000 lites. The state responsibility in bonifica
amounted to over 76 per cent of the total outlay.

The firse minister of agriculture and forests under the
Mussolini Act is Acerbo. In his jdgment as declared in 1930,
the year of assumption of office, bonifica has'lost its primitive
character as observed during the previous sixty years. The
Mussolini legislation on bonifica integrale has endowed the
country with the “instrument of rural mobilization.” Ruraliza-

16 Annuario Statistico Italiane 1930 (Rome), p. 185. See also F. Virgilii :
L'ltaia Agnicola Odierna (Milan, 1930).
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tion has become thereby the “fulcrum of politics,” and the
means of maintaining an increasing population.’

~ In February 1933 all previous land-reclamation provisions
were formally unified into a consolidating Act.

A great example of the new regime was on view when in
December 1933 the bonification of the Pontine marshes was
officially declared complete. A new province,y Lictoria, was
established, and a new city, Pontinia, founded. The total area
of this city covered 17,000 hectares. It was equipped with 200
kilometers of roads and 976 kilometers of canals. (1 km== 54
mile). B

The Fascist Institute of Integral Land Reclamation (Istituto
Fascista della Bonifica Integrale) was established by the Govern-
ment in October 1934. Its creation was necessary in order to
enable the consortia (associations or companies) to supetsede
landownership, if necessary, and promote land-transformation.
The finances were of course guaranteed by the state. Another
prominent object was declared to be the establishment of
small farms on reclaimed land. The purchase of such lands by
prospective farmers was facilitated by the system of payment
by instalments.

) Agricultural “*Geopolitik™ in India

In no cconomic field is the discrepancy between absolute

and relative statistics more palpable than in the realms of Indian

t7 Serpieri: La Legge sulls Bonifica Integrale nel Primo dnno di
Applicazione (Rome, 1931); G. Pajano: “Aspetti di aleuni Problemi della
Popolazione”, a paper for the International Congress for the Scientific Study
.of Population Problems, Betlin, 1935, published in Bevilkerungsfragen, edited
by Harmsen and Lohse, Munich, 1936, pp. 798-801. See C. Longobardi:

Land Reclamation in Italy (London, 1936) and M. Moulik: Italian Economy
and Cultwre (Calcutta, 1940), ch. on the “Agricultural Re-making of Italy.”
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agriculture. The Government reports leave no doubt that re-
construction is visible in the most diverse sectors and in men-
tionable dimensions. But in view of the vastness of population
and cxtensiveness of territory the work is mostly in the nature
of homaopathic doses. Inadequacy is the chief mark of the
agricultufal modernization going on in India. The primitive-
ness of the situation 1s conspicuous.18 (Pp. 3, 77-81, 213).
Measures for the improvement of cattle are sull in their
non-age. Other branches of agricultural (and forestry) economy
indicate likewise some infantile attempts at remaking. The
control and training of rivers, for instance, are not unknown.
Soil survey is already an Indian agricultural category. The
problem of soil erosion has been demanding some attention.
Indian irrigation works exhibit the efforts on a continental scale
in the field of agricultural “Geopolitik.” Road-construction has '
also been taken up with some seriousness. But in all these items
the achievements or experiments per square mile of territory
are very modest. The allied problems of “‘bonification™ (land-
reclamation) and malaria-control, so far as Bengal 1s concerned,
may hardly be said to have reached the dimensions of serious
endeavour or campaigning. In relative statistics it is a far cry
from these Indian reconstructions of agrar-geography to the
canal works of France and Germany, the American flood-control
measures in the Mississippi Valley, the bonifica integrale of
Italy or the river engincering establishments of Soviet Russia.

18 Sce the Map of India showing forests, irrigation, and water power
prepared for the Census Commissioner for India 1942 (Census of India 1941,
Val. L India. Parc 1. Tables, Delhi 1943). For a few obscrvations on the
Punjab and Eastern Bengal “as swarming areas” from the habitation point
of .view sce pp. 23-24. Swpra, p. 200. See also B. K. Satkar: Economic
Development (Madras 1926), ch. on “A New India in Agriculture.”
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(Infra, Ch. VL., section on “Rice and Wheat Productivities,”
“Indo-Balkan Parities in Agriculture”, ch. IX., section on

“The Indian Farmer-Tenant of Today”).

Planning, Communistic and Capitalistic

At this stage it is worth while to call attention to the
fact that in contemporary economic discussions the category,
economic planning, planned economy, or planified economy 18
being loosely employed in season and out of season. Another
category is being no less loosely employed. This has become cur-
rent coin during the atmosphere of World-War II as reconstruc-
tion or post-war reconstruction. It is extremely difficult to
avoid these conventional and much too popular categories while
dealing with cutrent economic questions. No less difficult is it
to avoid employing these categoties in the loose manner of
common patlance. (Infra, ch. VII, section on “What is Post-
War”” Reconstruction?)

Everybody who has some idea in regard to the economic
welfare of his people considers himself to be the author of an
economic planning or planned economy. Any and every
scheme or plan is said to belong to “planning” or “planifica-
tion.” And since we all happen to be living (July, 1943) in
what 1s perhaps the second phase of World-War II each one
of these economic plans is treated as being equivalent to a
scheme of post-war reconstruction. In India, especially, plan-
ning and reconstruction have grown to be almost synonymous or
identical categories.

In a living science or art looseness in the use of expressions
can hardly be prevented or avoided. Vlrtual y cvery category

has to be taken in an elastic sense.
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And yet to prevent misunderstandings care has been taken
in chis publication, whenever necessary, to pin these categories
down to specified contents of thought. Literally speaking, be
it observed, reconstruction ought to imply nothing more than
the transfer or transition of economic morphology from war
to peace.  We ought to visualize the withdrawal of finance and
employment from war industries to normal occupations.  This
1s an aspéct of “‘demobilization,” which automatically involves
unemployment.  Re-employment in certain  industries 1s
another item of importance. The re-establishment of trade,
tanf, currency, prices, wages and what not on pre-war(?) or
rather non-war foundations belongs to this phase of economy.
The entire complex may be called stabilization or rehabilitation
and is generally given over to a five-year period. Be it noted
that a literal restoration of or reversion to pre-wat conditions js
neither assumed nor possible.

During the first year or two (1939-40) of the present war
Indian economists, businessmen and politicians managed invari-
ably to idenufy the “war effort” with all-round “economic
planning.”  Every body wanted the Government to utilize the
situation in such a manner as might equip India with every con-
cetvable industry and business. It was nardly possible for them '
to comprehend that war effort could not aim at anything more
than a specific and temporary economic development for a well-
dclimited period. Now (1942-43) that the war has been
presumably looking forward to its close Indian economic states-
manship is as a general rule bent upon advising the Govern-
ment to envisage ‘‘post-war reconstruction” as identical with -
India’s techno-industrial  development of a comprehensive
character. It is invaniably difficult for Indian publicists to realize

29
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that post-war reconstruction cannot possibly have more than a
short-period and very limited scope. In the present study both
“‘war-effort” and “post-war reconstruction” have been taken in
the narrow sense of occasional and temporary or transitional
measures.

Planning or planification, in its simplest and most naive
form implies the actempt of even the pre-historic cave-man to
save his first stone implement for use on a futute occasion, It
15 as old as conscious and self-conscious man. (Supra, p. g). A
goalful futurism is to be found in the soul of a plan. In its
somewhat mature form it covers the budgetary activities of all
states—ancient, medieval or modern,—in regard to the incomes
and disbursements of a twelve-month period. Every improve-
ment-trust or road-scheme is an’ instance of planning. Finally,
in its most hyperdeveloped form, planification means nothing
but the communistic economy under state auspices introduced
by Soviet Russia in October 1928. Strictly speaking, planned
economy is communism as conctetely realized in Soviet Russia
since then. (Supra, pp. 192-194).

But the success of the first five-year plan of Russia set the
world 1n 1933 thinking of the merits of some of the features,—
e.g. étatisme, centralized control and despotism, etc.,—associated
with Sovietic planning. And so virtually every non-Sovietic
state”f from Germany, Icaly, Japan, England, France and the
U.S.A. down to the most undeveloped regions in the two hemis-
pheres has pounced upon planning or planification as a new

19 The common socio-economic features of the “managerial society”
established in Soviet Russia, Germany, US.A. and England arc emphasized
by J. Burnham in The Managerial Revolution: Whar is Happening in the
World (New York, 1941).
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panacea, slogan ot technique of public life and nattonal welfare.
Today we have to visualize two entirely distinct types of planned
cconomy or economic planning. One is the original, Sovietic, .
Bolshevistic or communistic type. lIts fundamental feature is
the abolition of private property, private capital, private inter-
est, private rent and private profit. The other planning is non-
communistic, that is, capitalistic or bourgeois. It recognizes
the private property and private capital of age-long traditional
cconomy. But both are united in state control. (Infra, ch. VI,
tht secton on “Prospects of Communism in Backward
Economies™).

These distinctions have been duly recognized in the
present publication, and attention has been drawn to them more
than once. Be it noticed, further, that in these studies, as else-
where, socialism has been taken in two distinct senses or forms.
One 1s the communistic socialism of Soviet Russia. The other
is the non-communistic or capitalistic and bourgeots socialism of
all non-Soviet territories. Thus considered, socialism is the pre-
vailing  economico-political system throughout the world.
(Supra, Ch. 1II., Section on “War Effort, Socialism and
Communism”’, PP 133-134).

Whether capiialistic or communistic, planification is state
control, étatisme or, what 1s virtually the same thing, soctalism.
In B. E. Lippincott’s compilation entitled Government Control
of the Economic Order (Minnesota 1935) pro-control ideas are
expressed by Colm, Feiler, Lederer, Means and Nathan, This

ymposxum may be placed by the side of the anti-control sym-
posium edited by F. von Hayek as Collectwut Economic Plan-

ning (London 1936).



CHAPTER VI

ProBLEMS OF PLANIFICATION FOR
Backwarps anD Go-AHEADS

Indonesian Econom y

In The Structure of Netherlands Indian Economy (New-
York 1941) the Dutch economist, Bocke, -takes a thoroughly
impertalist view about Asian economic regions. This, indced,
is the orthodox and traditional ideology of empire-holders and
colonialists in regard to the inevitable primitivenesses and socio-
economic lags of their colonies or dependencies. Such experts
are much too antiquated and illiberal in scientific attitudes to
‘understand  the problems of World—planning and mankind’s
arthik unnati (economfc progress) in the hfth decade of the
twentieth  century.  (Supra, “‘Japan and Russia vis-d-vis
Indonesia,” pp. 216-218). : .

The name of Eur-American economists like Boeke 1s
legion. Théy belong as a rule to the Nordicist school of
Spengler, who in Der Mensch und die Technik (Munich, 1931)
laments that Asians, Russians, and Latin Americans have
already mastered enough technocracy and industrialism to be
able to stand up to the “‘superior races.”

It has been the systematic plan of interested parties to keep
certain regions at a safe industrial-technocratic and scientific or
cultural lag with a view to maintaining their own domination.
The lag can be remedied by counterplans. The records of such
countetplans are being studied with intetest in India as in Indo-
nesia and elsewhere. Truptil's “‘Second Five Year Plan” (i the

Llyods Bank ]Montbly, London. 1938), Dobb's Soviet Flan-
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ning and Labowr in Peace and War (London 1942) and other
publications serve to militate against and neutralize the soclo-
economic postulates and economico-political - statusquoism of
works like those of Boeke. '

In regard to India Ladejinsky writing in the Agricultural
Situation (Washington D. C., August 1942) makes it a point
to observe that the “‘intensified industrial development of India
would involve, among other things, a basic and posiuve change
in the attitude of Great Britain regarding a rapid industrializa-
tion of India.” Such a viewpoint is ignored by economists like
Boeke. There is no place for it in Furnivall's FProgress and
Welfare of South-East Asia (New York, 1941) either.

Boeke's method is unrealistic. As an exponent of Dutch
colonial policy he forgets certain very elementary considerations.
He overlooks the fact that Indonesia has for over a year been
independent of the Dutch Empire. Holland itself is for three
years a colony of the German Empire of Pan-Europa. In case
Holland continues to remain such a colony for some time the
application  of  Schacht-Géring  principles of  europaische
Neuordnung may reduce the natives of Holland to “'pre-capita-
list” conditions by the Anglo-German or Anglo-American
standard. German infiltracion  would not  fail to create
at the same time a “dualistic economy.” The clash
between the German-imperial and the native-Dutch  socio-
cconomic systems may then turn out to be as interesting to the
economists and statesmen of colontal powers as the present -
intercourse between the Dutch people and Indonesians.

The equations of world-economy are powerfully influenced
by stnister forces set in motion by international politics. Econo-

mic dynamics 1s not all economics. A great deal of arthik
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unnati and the transformation of economic stuctute is condi-
tioned by political forces. The economic lags or backwardnesses
of Indonesta are to attributed to a considerable extent to the
absence,—in the administrative machinery and personnel,—of
pro-Indonesian economic and financial planning. Political in-
dependence is a sine gua non for all economic backwards and
laggard§ in order that they may rise up to mentionable levels of
technocrary and industrialism, of science and culture.  (Supra,

“The Economic Progress of a Dependency,” PP- 93-95).

Mortality General and Infantile

Another problem of techno-economic laggards may be
seen in the field of vital statistics. We have noticed 1t in con-
nection with the figures about the “expectation of life”
(Pp- 3435) Some more data may be furnished here.

In Census of India 1941, Vol. 1. Part 1. (Delhi, 1943)
attention 1s drawn to the fact that general mortality has come
down from 31 per thousand inhabitants in 1920 to 22 in 1940.
It is no doubt a striking phenomenon. But the real significance
of this decline in mortality, i.e., of socio-economic progtess, so far
as 1t goes, can come out in the perspective of the figures about
other countries. For 1931-35 the general mertality was as
follows for a large number of countries (Statistical Year Book of

the League of Nations, Geneva, 1938, p. 42):

Group A, Group B.
Countrics Mostalicy Countries Mortality
Holland &2 Italy 144
Australia ' 90 Poland 146
US.A. 109 Bulgaria 155
Germany 1z * France 157
Sweden 116 Spain 162
Switzerland 11-8 Greece 165
Argentina 121 Portugal 17°0

United Kingdom 122
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Group C. Group D.
Countries Mortality Countries Mortality
Japan 17'9 India 22°0 (1940,
Jugoslavia 179 Guatemala 220 :
Venczuela 180 Salvador 230
Soviet Russia 180 (1928) Mexico 241
Philippines 185 Ceylon 247
Rumania . 206 Chile 247
Formosa 206 Egypt 276
Palestine 209

India’s mortality continues to be high. It is interesting to
observe that in mortality as in natality India’s socto-economic
peets are to be found in the Balkan Complex and in Latin
America. Russia and Japan are again to be encountered more
or less in the same milien. Bit at the International Congress of
Population, Patis, 1937 Roubakine reported that the mortality
of Soviet Russia about 1935 had become equal to or even less
than that of the grands pays civilisés de I'Enrope occidentale
(great civilized countries of Western Europe).

"In infant mortality India’s record during twenty years is
not discouraging. From 195 per thousand living-born during
the first year of birth in 1920 the figure came down to 160 in
1940 (Census 1941, Vol. 1. Part I. p. 36). The international
situation in infant mortality for 1931-35 can be seen below

(Statistical Year Book etc. P 44):

A B. C.

Countries Infant  Countries Infant  Countries  Infant

Mort. Mort. Mort.
Australia 41 Ttaly rog Palestine 151
Holland 4 Spain 113 Philippine 151
Switzerland 43 Japan 120 Jugostavia 153
Sweden 50 Greece 122 India 160 {1940)
USA 59 Poland 136 Egype 165
United Kingdom 64 Salvador 140 Ceylon 182
France 73 Portugal 146 Rumania 182
Germany 74 Bulgana 147 Chile 248

Argentina a4 Venezucla 150
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There 1s considerable room for improvement in India’s
infant mortality. In the diverse fields of vital statistics India’s
equations are discernible with more or less the same countries.
They belong invariably to the lowest socio-economic groups.
Considerable doses of socialistic finance will be required-in the
administration of public health in order to reduce the general
and infant mortality rates in India to those of grands pays

civilisés.  (Supra, pp. 22-26, 35- 54-57)-

Foreign Capital in Economic Planm’ng

While 1nvesugating the problems: of economic pfaniﬁca—
tion for laggards and go-aheads our attention is iﬁvariably drawn
te the question of finance-capital. A very important item in
the economic morphology of international trade 1s furnished by
the exports and imports of finance.. Trade in commodities is
generally well understood. But students of world-economy very
often overlook the fact that withour the expofts and imports of
capital much of the exports and imports of goods may rot
function at all. The need for external capital is a paramount
ground for the inevitable annihilation or diminution of economic
autarchy in’any region (pp. 186-187).

The employment of foreign capital per capita in the differ-
ent countries of the world during 1925-30 may be seen in the
following groups (in [)':

1 Die wirtschaftlichen Krifte der Welt (Berlin, 1930); Woyunsky:
Die Tatsachen wnd Zablen Ewropss (Vienna 1930). For foreign debts con-
tracted abroad see Giusti: ! Prestiti Pubblici contratti all Estero (Milan 5g21)
and for foreign investments see Preuss: Die” Kapitalanlage im Auslande
{Berlin 1923). In regard to the export and import of capital during the

period 1914-30 sce The Course and Phases of the World-Economic Depression
(Geneva 1931).  See also B. K. Sarkar:  Ecomomic Devclopment, Vol. |

(Madras 1926), pp. 394-399.
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4

Group 1. Countries Per Head
Countries Per Head 14. Deru 17
1. New Zealand 128 15. Brazil 13
2. Canada 127 16. Rumania n
3. Australia 122 17. Hungary 1
4 Cuba 74
5 Chile 64 Group 111
6. Argentina 55 Countties Per Head
Group 1L 18. Colombia 9
Countries Per Head 19. Poland 7
7. Norway 45 20. Czechoslovakia 6
8. South Africa 34 21.  Indonesia 5
9. Denmark 27 22. Jugoslavia 5
10. Venezeuela 25 23 Japan 4
11, Germany 20 24 Urugnay 2
12.  Austria 18 25. India 2
13.  Greece 18 26. China 1973

The supply of foreign capital for India as for China is very
small, almost negligible. It is to be noted that, economically
speaking, foreign capital belongs to the techno-industrial com-
plex of several prosperous regions. Not less noteworthy is the
absence of correlation between large doses of foreign capital and
political subjection. Regions commanding a large supply of
forcign capital are not necessarily all subject to foreign countries.
National sovereignty and foreign finance may go hand in hand.
These aspects of world-economy must not be ignored by experts
1 industrialization or economic planning for backward regions.
Sentimental nationalism should not be permitted to militate
against the pressing requirements as much of economic develop-
ment as of political efficiency. (Supra, “‘Planned Industnali-
zation for India,” p. 196).

In 1913, the pre-war year in relation to World-War I
(1914-18), lmly'§ debes abroad were distributed as follows (Fisk :
The Inter-Ally Debts, New York, 1924, pp. 291-292):

30
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Foreign Ent:erpnses Number Foreign Capital
m Iraly in million
Dollars
1. General Companies 292 83
2. Insurance Companies — 6
3. Navigation Companies - 6

Total foreign capital 100

Some of the sources of this external capital were as tollows :

Countries ' ’ Capital in
nullion Dollars
1. Belgium 36
2. France 3o
3. Switzerland 9
4 Germany ‘ 6

‘The Italian industries in which foreign capital was func-
tioning were chiefly public utilities. There was little swadeshi
(indigenous) enterprise in the water-works, gas works, electric
companies, trtamways and railways of Italy. Foreign capital was
substantial if not predominant in these businesses.

The above tables indicate only the foreign businesses regis-
tered in Italy. External capital was functioning in other enter-
prises as well. Foreigners used to buy the securities of Italian
municipalities and the Government of Italy. Besides, in the
swadeshi (indigenous) business of Italy also foreigners used to
buy large shares and bonds. France was the chief holder of
Italian Government and municipal consols. The principal
foreign investor in Italian businesses was Germany.

. The total foreign indebtedness of Czarist Russia in 1914
was distributed as follows (Fisk; pp. 297-362):

tems Million Dollars
1. Loans contracted by the state dlrect or
through guarantee ‘ 2,890
2. Foreign investments in Russmn mdustry
and commerce 1,154

Total foreign debts 4,044
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The nationality of the foreign investments in Russian

industry and commerce was as follows in amount and

propor tion:
Countries
1. France
2. Great Britain
3. Germany
4. Belgium
5. USA.
6. Holland
g Switzerland
. Sweden

9. Denmark

10. Austria

1. Iealy

12. Norway

13. Finland

Total

Million Dollars Percentage
26
ZZ 22'6
227 197
165 143
61 52
19 16
17 g
12 't
8 07
4 o4
1 o'
1 o't
1 o1
1154 100

The kinds of Russian enterprises in which the foreign

finance indicated above was invested can be grouped as follows

in amount and proportion:

Enterprises
1. Mining
2. Metallurgy
3. Real estate
4 Banks
5. Texule industry
6. Chemicals
g Foodstufs
. Printing
9 Shipping
10. Lumber
11. Mineral exploitations
12. Animal products
13- Insurance

Million Dollars Percentage
429 372
202 175
134 1
122 106

99 86
43 37
19 17
16 14
14 12
13 IR
9 0'8
7 o6
5 o4
100

Total capital 1,154

The total foreign investments in Russian Government
loans as well as in Russian industry are indicated country by
country as follows (in million dollars):
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. Countries ~ Russian Govt. and  Russian Total Maximum

Municipal Bonds Indusery &
: i commetce

1. France 2,720 323:377 - 3097

2. Great Britain 333 261 504

3 (B;clgmm 205 . 165-470 675

4. Germany 554 227-446 1,000

- 5 USA 10 Sg 68

6. Other countries 503 63 566

Total 4,325 1097-1675 6,000

French capital was operating in the mining, metallurgy,
platinum, machinery, locomotives and shipbuilding industrtes of
Czarist Russia. British capital was interested in 144 different
enterprises. Naphtha, copper, thread and tobacco were some of
them. Belgium participated in 107 industries comprising glass-
ware, plate-glass, mining, foundry, chemicals, textiles, and
public utilities. German particfipation was seen in chemicals,
electricals, banking and life insurance. The U.S.A. had inter- '
est chiefly in insurance business.

It is interesting to observe that this entire debt
($6,000,000,000) was repudiated by Lenin in February 1918.
The most fundamental cause of the enmity of the bourgeois
world to Bolshevism, Communism or Soviet Russia, is to be
found in this cancellation of foreign debts. To what extent
the mere ideology of communism or state-capitalism is respon-
sible for this enmity is an open question. Part of this capitalis-
tic enmity to communism may be due to-the Bolshevik atrocities
perpetrated on millions of Russian bourgeoisie or bourgeos-
minded men and women. Like everything else, the evocation
of anti-Sovietic sentiments in the capitalistic world has to be
explained by more than one circumstance. ‘

About foreign investments in the U.S.A. Fisk observes as
follows (p. 311): “‘From the foundation of the government up
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to 1914 we had borrowed abroad for every concetvable purpose.
We depended upon foreign capital to fight the Revolutionary
war to a successful finish. France, Holland and Spain were the
backers of the infant republic.” This sums up the economics
of emancipation from foreign rule. In 1790 the foreign loans
for the American war against England amounted to
$12,081,000.

In 189g foreign investments in mortgages on farms and ont
town and city real estates, in agricultural operations and in
other lines of business came up to $3,000,000,000. The.
amount rose to nearly $7,000,000,000 by 1914. In this
amount the Britsh share was 4,000 millions, the German 1,250
millions, and the French, 1,000 millions. About this time
foreigners owed the U.S.A. 2,500 millions. The U.S.A. was
therefore a debror nation to the tune of 4,500 millions net.

These considerations about the nincteenth and early
twentieth century wili loom large again in post-war years. For
every national economy in the world today, backward or go-
ahead, the question of foreign finance is bound to be an item of
substantial importance. Hardly any planification -can be con-
cetved without reference to the export and import of capital
(Supra, p. 196; Infra, ch. VIIL, the section on ‘“‘Unitas and

Bancor™).

French Experience in Land Fragmentation
and Consolidation
Planned Industrialization as understood by the present
author comprises agricultural transformation as a matter of

course. (Pp. 5. 194-195). In this connection it would interest
students of land-economics 1n India to know that rural property
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continues to be much too parcelled out in France. We en-
counter hete a planning problem in which an economic laggard -
and an economic go-ahead find themselves to some extent as
salling in the same boat.

The French situation for the nineteenth century 1is-
well described in De St. Genis’s Propriété Rurale en France
(Pz;ris, 1902). But according to certain sections of French cco-
Tomic thought it is unwise to pass judgment over-hastily and
conclude that this state of things is necessarily harmful. It is
- true that small and medium peasant holdings® are obliged to
make up for shortage of capital by an undue amount of hand
wotk. But there is nothing, it is said, to show that the social
standing of those subjected to it is any lower on that accouns or
the general economy of the country necessarily more unsound.
French economists find it extremely difficult to pronounce a
general verdict. They believe in reviewing all the different
“regions” one after the other in order to get an accurate 1dea of
the advantages and disadvantages of land-parcelling or fragmen-
tation of holdings. This 1s a specimen of realistic economics.

Many French economists ate, be it noted en passant, pro-
agrarian and opposed to excessive industrialization. Terrel’s
Le Probléme de la terre dans Ueconomie nationale (Lyons 1924)

2 Woytinsky: Die Welt in Zablen, (Betlin), Vol III, pp. ¢8-105
(Stadstics and  relative proportion  of small, medium, “large” and
“glant” farms throughout the world). For Italy see Ciasca: 1l Problema
della Terra (Milan 1921). In regard to the onze régions économiques of
France see Busson, Fevre and Hauser:  La France d Anjourd’bui (Paris, 1924).
(Cf. also G. Peel: The Economic Policy of France, London, 1937, pp. 24-27).
For American agriculture see I. Lippincott: Economic Development of the
US.A. (New York, 1g21) and E. L. Bogart: Economic History of the U.S.

{London, 1go8).
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i5 a valuable document of this school of economic thought. The
census taken in 1929 was the first to specify for every departe-
ment (district) the area or areas in which this fragmentation must
be considered harmful. The whole of these areas represents
approximately 9,711,000 hectares (1 ha.=2Y: acres). With
the totals for each departement available a reliable comparison
can be drawn between the several departements as regards the
extent of the “harmful” areas. The Charente and the Marne
are the worst off in this respect: the areas 1t would be well to
bring under fewer owners cover some 420,000 hectates in each
of these departements. Next come the Somme, the Cote du
Nord and the Vienne with 400,000 hectares; then the Hautes-
Alpes, the Haute-Marne, the Saone-et-Loire and the Yonne.
Be it stated that in 11 departements there would be none such
parcels to be thus welded together, viz., the Ardennes, Ariege,
Finistere, Lozere, Qise, Hautes-Pyrenees, Pyrenees-Orientales,
Sarthe, Seine, Seine-et-Marne and Seine-et-Oise departements.®

To sum up, it may be observed that for the whole of
France the percentage of cultivated land parcelled out to excess
amounted to 28, n 1929 and this is the fragmentation it was
thought advisable to remedy. But French economists empha-
sized that in such matters extreme caution was necessary. On
the one hand, account must be taken of rural stubbornness,
said the French experts in social economy. Nor should this
stubbornness be necessarily denounced according to them as un-
reasonable, for the smaller rural holdings where a peasant family
grows “‘a little of everything,” as the saying goes, and makes a
living thereby were far from being unproductive. The French

3 This«informaton is denved from material furnished by Monsicur
Paul Dubois, Consul-General for France at Cakurtta.



246 THE EQUATIONS OF WORLD-ECONOMY

situation is not without its moral for Indian economists. (Ct.
Sachin Sen: Land Economics of Bengal, Calcutta, 1935).
Furthermore, after World-War I (1914-18) which led to
extensive devastation in Northern France 1t may have
scemed necessary to rationalize production with a view
to greatly intensifying the output. Buw by 1929 there was
a disquieting and widespread “‘overproduction’ as regards
"many articles. The marketing difficulties encountered in such
cases became a matter of concern both for governments and
producers. Could it be held necessary to grow too much wheat,
French experts were asking, only to be compelled to use 1t for
making methylated spirits or to feed the cattle? A national inter-
est was alleged to justify the bringing together of small holdings
under one owner. But a wotld interest was at stake, said they,
when it was a question of overproduction, dumping and the
vertical fall of prices. It seemed that scientific cultivation, the
wider use of mechanical agricultural implements and the popu-
larization of fertilizers were tending to lead to an increasingly
large outpur which it was inadvisable to intensify. (G. Peel:
The Economic Policy of France, London, 1937, pp. 26-29).

Socio-economic thought in France as indicated here had its
practical aspects too. These considerations could but strengthen
the “liberal” case which would leave farmers, small owners and
peasants free to manage their own cultivation and direct their
enterprises as they chose. Apparently it was felt preferable to
resort to persuasion, and it was believed that the farmers them-
selves eventually might come to recognise in what cases the
pfocess of consolidation or regrouping served both the country
and their own interests. As a rule, laissez faire was holding the
ground among French legislators and intelligentsia generally.



FRENCH EXPERIENCE IN LAND FRAGMENTATION 241

The restriction of fragmentation was effected slowly, but it
has by no means been abandoned. To the mind of the framer
of the law of 1918, the initiative lies chiefly with the groups
of private interests constituted into Unions and the part of the
Administration is chicfly to assist such bodies while itself taking
a helpful initiative when required in certain cases. In the main
the farmers concetned certainly object to majority constraint.
But the Académie d’Agriculture, several technical experts and
a few consecutive rapporteurs for the Budget actually declared
in favour of action to be taken by the Government.

In France there is a perpetual tug of war between lafssez
faire and state-control or étatisme, This has not been 1n
abeyance even in regard to the planning of holding consolida-
ton. It would be interesting to know what has been happening
in France under German occupation since June 1940.

It is not necessary to go into particulars concerning the
operations in connection with such regrouping or consolidation.
They are generally conducted by a local body whose business it
is to arbitrate any disputes that may arise and to endorse the
agreement when actually carried out.  From 1919°t0 1929 the
process of regrouping, applied in 541 cases, dealt with 218,972
hectares,—an inconsiderable proportion, in view of the fact that
198,225 of these hectares belonged to 4 depariements only: the
Somme (85,109 hectares), the Ardennes (57,600 hectares), the
Meurthe-ct-Mosclle (36,502 hectares) and the Oise (19,000
hectares). ‘

Attention may be called to the exchange of plots.
Such exchanges involved between 1919 and 1929 as many
as 916,839 parcels with a total area of 447,955 hectares—
or more than twice the area dealt with by the regrouping process

3[
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during the same period. In the Marne departement, 87,850
parcels—29,926 hectares—were thus exchanged; and the same
was the case in the Bas-Rhin with g3, 789 vety small parcels
coveting an area of 5,266 hectares only.

In 1933 consolidation operations were completed 1n 10 ins-
tances, 44 were in course of completion and 1o given up.
The Meurthe-et-Moselle departement would seem to have
displayed the greatest activity in the matter, the televant
figures at that date being: 6 operations completed, 18 in
course of completlon and 19 given up. These figures refer
to the operations catried out undcr the law of November 1918.
"To the above should be added the operations effected under the
law of March 191g—bearing upon 7 departements (Aisne,
Ardennes, QOise, Meurthe-et-Moselle, Meuse, Somme and
Morocco) and aggregating 376 completed and 128 unfinished
operations.

Altogether,in contemporary France the rdle of étatisme in
land-questions is not to be belictled although liissez faire
happens still to be the dominant factor in the social mind. In
contrast with the Académie d'Agriculture the Société
d'Economie Politique of Pars, the oldest Economic Society of
the world, continues still to be in favour of luissez faire. So far
as the equations of wortld-economy are concerned the operations
relating to the regrouping of land-parcels are no longer un-
known in India.* The Punjab has been leading off in this item

4 See R. K. Mukerjee: Land Problems of India (Calcutta, 1933), and
Sudhir Sen: Land and its Problems (Calcutta, 1943) as well as the Govern-
ment of India annual, dgricalture and Awimal Husbandry in India
(Delhi), latest number. Among other things the regroupings or consolidations
and exchanges are reported in this official annual from year to year.
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as in land mortagage Banking. The lag of India inn tchis regard

vis-d-vis France is to be measured by relative quantities.

Rice and Wheat Productivities per Hectare

The agticultural indices of India cannot be ignored in any
scheme of planned economy for this region. As already indi-
cated at the outset, agriculture belongs by all means to the com-
plex of industrialism and technocracy. A few Indian agricul-
tural data are therefore being placed 1n the perspective of world’s
agricultural stacistics. (p. 5).

Students of world-economy,—especially in Asia,—as a
rule overlook the fact that Eur-America is no less agricultural
than industrial and commercial. These world-statistics would
not fail to disabuse the scientific mind of the obsessions by pre-
judices or popular notions in this regard. In Eur-America in-
dustrialism has not militated against farming, forestry, animal
husbandry, and allied occupations. Agriculture has by all means
received a tremendous fillip in association with and on account
of progress in manufacture and mining. Indeed, the progress
of chemistry, biology, soil physics and allied sciences even of
the theoretical plane has directly helped forward the develop-
ment of agri-flon-horticulture in the modern West. On the
other hand, it is well to observe with interest that the
so-called monsoon-regions, e.g., India, Ceylon, Indonesia, etc.
are not necessarily the greatest agriculrural powers in the world.
Rather, in agricultural productivity the monsoon-lands,—in-
spite of their tropical and humid climate,—are by far inferior
to the temperate, dry and cool regions of Europe. In the
world-economy today the U.S.A. is perhaps known more as an
agricultural power than as an industrial.
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The output of rice per hectare (24 acres) is shown in
quintals (=220 Ibs.) as follows for 1928°:

Group L Countries Outpur
Countries Output 9. Portugal 17°8
1. Spain 636 10. Brazil 17'5
2. luly 490 11, Siam 172
3- Egypt 327 12. Mexico . 155
4.. British Guiana 2g'3 13. Indonesia
5. Formosa 3 ] " (Dutch Indies) 150
6. USA. v 20§ 14- India 139
Group 11. 15. West Africa 114
Countries Qurput Group 111, '
7. Korea 197 Countries Output
8. Bulgaria 19°0 16. Guatemala 98
17. Ceylon 78

India’s productivity is very low. It is one of the lowest
in the world. The greatest productivity is to be found in
Europe (in Spain and Italy).

For the period in question we get a tice-equation like the
following :

| Italy (49)=3'5 India (13°9).

Italy produces per hectare 35 times the amount of rice
produced by India.

Wheat productivity is as follows® (in quintals of 22¢ Ibs.
per hectare): -

5 Annusire Statistigne de la Société des Nations (Geneva), 1928,
pp. 63-64. Variations in the productivicy may be followed in subsequent
issues. See Sudhir Sen: Land and its Problems (Calcutta, 1943), Ch. XVI.
“Paddy Yield in Birbhum, Bengal and Abroad,” Chs. XV and XVIL “Low
Yield and its Causes.”

6 Annuaire Statistique (Geneva), !928, PP- 54-55 The pﬁmitive agri-
cultural conditions of the Balkan Complex have been examined at length by
E. Wagemann: Der nese Balkan (Hamburg, 1939).
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Group L ~ Group Il
Countries Output Countries Output
1. Belgium 280 4. France 142
2. Irish Free State 277 15 Sudan 13
3. Holland 238 16. Canada 132
4 Denmark 231 17. Poland 130
5. UK 2270 18. Hungary 129
6. Sweden 188 19. Chile 12°4
7. Egypt 188 zo. Bulgana 12°0
8. Germany 188 21, Lithuania 1270
9. Cazechoslovahia 172 22. Esthonia 10'9
10. Japan 169 23. laly 108
11.  Norway 16:6 24 USA 100
12. Finland 167
13- Austria 159

Group IIL Countries - Output
Countries . Output 30 Morocco 72
25.  Greece 95 31. India 72
26. Spain 87 32. Portugal 71
27. Argentine 87 33 Russia 66
28. Jugoslavia 84 34. Australia 66
29. Syria 8o 35" Turkey 65

We get the following whcat-cquatioﬁs of world-economy:
Belgium (28) = 3'9 India (72).
UK. (22)=3 India (72). .

In Belgium the productivity of wheat per ha. is 39 times
that of India. The productivity of the U.K. is 3 times. Such
cquations cannot but be eye-openers.

The relatively lower indices of rice and wheat productvity
in India are not all due to geography. Temperature, rainfall,
sun’s rays, soil conditions, river-drainage and so forth must not
be considered to be the sole factors in this agricultural poverty.
Nor should regionalism or geographism as such be appraised as
the exclusive consideration 4n the higher agricultural producti-
vities of Europe. The role of capital or finance invested per
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bectare is to be adequately appraised. Noteworthy also is the
role of science and its applications. The tools, implements,
engineeting equipment, irrigation and other artificial drainages,
manures or fertilizers both natural and chemical, and so forth
belong to this count. Last but not least must be considered
the business organization in general and the supervision by
trained experts in particular. The absence of such factors may
be verified by a reference to Sudhir Sen’s survey of fifteen
Stiniketan villages in Birbhum (West Bengal) published as Land
and its Problems (Calcutta, 1943). It is the poverty of the
peasants that is in the last analysis the fundamental factor in the
primitiveness of Indian agricultute.

. Indo-Balkan Parities in Agriculture '

These human factors are mote in evidence in Europe than
in India. During the last few generations agricultural revo-
lutions have gone pari passw with the industrial revolutions in
Eur-America. In India too some amount of agricultural trans-
formation” has been proceeding along with the industrial-
technocratic transformation since, say, 1850, especially since

7 See the chapter on “A New India in Agriculture” in B. K. Sarkar:
Ecanomic Development Vol. 1. (Madras, 1926); also his “Modernisierung der
indischen Landwirischafc” (Berichte #ber Landwirtschaft, Berlin, Feb. 1931}
Economic Development Vol. 11. (1932, 1938), the section on Rationalization in
Agriculure. In J. P. Niyogi: Co-operative Movement in Bengal (London,
1940), the reader will notice the increasing reluctance of the state in the matter
of loans, grants or subsidies for the co-ops and the primitive featurcs of agri-
cultural finance as prevalent in India. For the beginnings of the Federal Farm
Loans movement see I. Lippincott: Economic Developrient of the U.S.A.
(New York, 1921) pp. 374-378. The carlier stages of modernism in American
agriculture can be visualized in E. L. Bogart: Economéc History of the
US.A. (London, 1908) and I Lippincott and H. Tucker: Economic and
Social History of the U.S. (New York, 1927).
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1905, Only, n agriculture as in industry, technology, educa-
tion, banking, insurance, transportation, roads and commerce
the doses of re-making or revolution are modest. Indian agricul-
ture is already somewhat modernized in technique, finance and
organization. Familiarity with the facts and figures in Agri-
culture and Animal Husbandry in India (Delhi) published
annually by the Government of India would not fail to establish
this thesis. Proceedings of the Indian Institute of Agricultural
Economics (e.g. the conference held at Lahore in April 1941)
may likewise confirm this idea of progress. But this modern-
ization belongs, as would appear from Helfferich’s paper about
Germany 1886-19g11, to the earlier stages of modernization in
Eur-America.  We may refer likewise to the American agri-
culture of 1840-60 as described in Bogart’s Economic History
of the United States (London, 1908, pp. 238-242). The equa-
tions of world-economy are once more visible. In the interest
of planned industrialization India’s agricultural equations have
need to be carefully surveyed. The historicocomparative agri-
cultural economy of many countries in East and West down to
¢. 1925 may be conveniently referred to in the third volume of
Woytinsky's Welt i Zablen (Betlin).

The problems of Indian agriculture with special reference to
the application of science and engincering will be found almost
identical with those of contemporary agriculture in Albania,
Bulgaria, Greece, Jugoslavia, and Rumania as analyzed by
Rethinger in Das wirtschaftliche Gesicht Europas (Stuttgare
1936) and by Wagemann in Der Newe Balkan (Hamburg
1939). The Balkan situation described by Delaisi in Les deux
Luropes (Pans, 192q), Woytinsky in Die Tatschen und Zablen
Luropas (Vienna, 1930) and the British scholars of the
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Institute of International Affairs (London) in The Balkan
States, 1. Economic (1936) can likewise exhibit parities with
the agricultural situation in India.

It is curious that the Government in India takes pride in
refusing to make any financial grant to the co-operative societies
and sits tight on teaching the capitalless peasants the sublime
philosophy of hundred per cent self-help. This metaphysics of
self-help is unknown to the co-operative movements in Eur-
America and elsewhere. In India the state as well as publicists
and economists have yet to unlearn quite a lot. It will be Jong
before the government grants, loans or subsidies of the Federal
Farm Board of the U.S.A., the Credit Agricole of France and
the Bangue Agricole of Turkey can be profitably and
adequately assimilated by India’s legislators, statesmen, and
economic theorists, We encounter here but another speci-
men of lag in capitalism and finance. Other specimens
of lag are obvious in Russell's Report on the Work
of the Imperial Council of Agricultural Research in Applying
Science to Crop Production in India (Delhi, 1937) as well as n
Wieight's Report on the Development of Cattle and Dairy
Industries in India (Delhi 1937).

Comparative Cattle-and-Milk Economy

The primitiveness of Indian agriculture is manifest in all
its nakedness in the cattle-economy and milk-economy. The
cattle population of India is to be counted at 214 millions. This
is to be seen against 389 million inhabitants. India’s cattle
per head of population is, then, 061,

In international statistics the cattle-position of India may
be seen in the following figures:
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Countries  Cattle Per Head Countries  Cattle Per Head

— of Population —_— of Populanoen
1. New Zealand 276 7. Norway 047
2. Australia 212 8. France 037
3. Denmark 086 9. Holland 033
4. Canada 085 10. Poland 030
5. India o5t 11, Germany 029
6. USA. 049 12, Great Britain S oig

In the above comparative estimate India with o'51 cartle
per head of human population appears to have a rather high
place. But this is misleading. The quality of the cattle,—c.g.
weight, substance, milk etc.,—is ignoted 1n this consideration.

The output of milk per cow per year (in lbs) 1s furnished
for several countries including India in the following table:

Countries Milk Per Countries Milk Per

— Cow pa. — Cow pa.
1. Holland 7,467 6. Canada 4,290
2. Denmark . 7,348 7- Austalia 4,255
3. New Zealand 6,037 8. France 3,843
4. Germany 4,850 9. Great Bntain 3,136
5 USA. 4,530 10. India 886

India’s output of milk per cow p.a. is as low as 836 Ibs.
The following equation exhibits the average Indian cow
by the side of the average American:

US.A. (4530) =51 India (886).

The American cow in general yields more than 5 times
the milk of the Indian cow. We understand, then, that
although per head of human population India (0'51) has almost
the same number of cattle as the U.S.A. (0'49) the amount of
milk available in the latter country is above 5 times that of the
former. Too palpable is India’s milk poverty.

During 1936-37 certain breeds maintained at the more

32
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important dairy farms of India yielded as high as 6,000 to
11,720 lbs. in the course of the year. These are to be taken for
quite a long time as curios (A griculture and Animal H usbandry
in India 1936-37, Delhi, 1939, p. 288).

A more concrete picture of the comparative cattle situation
is furnished by the amount of milk consumed per head per day
(in ounces) in diverse countries. The following table gives a

few figures:
Countries Milk Countries Mitk
— Consumed — Consumed
— Pet Head — Per Head
e Per Day - Per Day
1.. New Zealand 56 8. Holland 35
. 2. Australia 4 9. Germany 35
3. Norway 43 10. .Belgiuri'l 35
4. Denmark 40 11. France 30
5. England 39 12. Poland 22
6. Canada 35 13. India 6
7. USA 35

The average Indian does not consume more than 6 ounces
of milk per day. The Indo-French equation in milk consump-
tion is as follows:

France (30)=35 India (6).

The average Frenchman consumes 5 times as much milk
as the average Indian. One can easily figure out the kind of
planification that may be required in order to raise the Indian
cattle-and-milk standard up to any decent heights consistent
with health, strength and efficiency.

Mechanized Agriculture in the U.S.A.

In contemporary planning projects a sample may be
presented here of what js certainly the highest grade of agricul-
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tural modernism. In mechanized agticulture American achieve-
ments are much too high even for Anglo-German giants.

It is estimated that 350,000 to 500,000 farm workers will
be displaced in the next decade, but the number of - workers
displaced by mechanization depends not only on the type of
equipment but also on the kind of farm, says the Agricultural
Situation (Washington, September 1940). Displacement is not
necessarily in proportion to the time saved on a specific job.
On large farms operated with a flexible supply of hired labor,
equipment that reduces the time of performing work by half
may at the same time reduce the wotking force by half. But
on the family farms the labor force represented by members of
the family may not be reduced by labor-saving equipment.
Less additional labor may be hired, but the actual reduction of
workers would be considerably less than working time saved.

With the machinery and power in common use in the
central winter wheat areas about the year 1qoo, the approxi-
mate time to prepare land and haul wheat to the granary was
8-8 hours per acre. With the use of a tractor, tractor equipment,
and a r12-foot combine, the time for comparable work was
reduced to 3'3 hours. The time requited for corn production
in the Corn Belt was reduced from 151 hours to 69 hours .
an acre.

No mechanical developments now under way seem likely
to affect the use of labor in the near future as drastically or on as
large a scale as did developments in wheat machinery in the
1920's. However, perfection and adoption of the cotton picker
or the use of sugar-beer tillage and harvesting machinery would
have effects comparable to the recent mechanization of wheat
production.
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The traditional plantation and share-cropper system of
farm organization in parts of the South are passing even without
mechanical cotton picker. Prices of cotton and wages of labor
have given an income advantage to the operators using hired
rather than share labor. The result has been an increase in the
proportion of cotton gtown with wage labor. This has been
particularly true where additional economies in cost of operation
could be achieved through the use of wage labor and power
machinery.

On the plantations shifting toward mechanization during
1932-38, 36 tractors were put into use for-each 10,000 crop
acres; g1 families, or 22 per cent of the original number, were
displaced from 10,000 acres of cropland. The second group,
on which tractors per 10,000 crop actes increased from 18 in
1932 to 24 in 1938 displaced 65 families or 16 per cent. The
third group, on which tractors were not used, displaced 22
families, ot 6 per cent. ‘

The introduction of tractors in the South will release for
other purpéses land that has been used for corn, hay, and pasturé
for mulefeed. Most of this land has grown corn. It may
continue to grow feed for other livestock, but some of it may
be shifted to cash crops. The relative profitableness of the
different alternatives and the extent to which special induce’
_ments are provided for shifting will determine the choice.

Further adoption of tractors and completentary equip-
ment in the North Atlantic States will release land formerly
used to produce feed for work stock and make it available for
other uses. In view of the importﬁncc of dairying and the rela-
tive shortage of feed crops, it seems likely that a large part of
the released land will be used to produce feed for dairy cattle.
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The probable shift to more dairy feed resulting from
mechanization must also be relative to the adoption of soil-
improvement practices. The agricultural ‘conservation program
appears to have encouraged dairymen to step up the normal
rate of adoption of soil-improvement practices. In other words
the conservation program seems to be hastening a desirable
adjustment, but it is an adjustment which means more dairy
feed and more milk.

The above lengthy extract indicates the powerful impact
of mechanized agriculture on labour as well as land changes.
These are phenomena of the “second industiial revolution”
and not yet quite assimilable in the general European economy.
For countries like India and China it is the earlier stages in the
mechanization of American agriculture (say, during 1840-€0),
such as are described by Bogart in Economic History of the
U.S. (London, 1908, pp. 238-242), that should appear to be
significant and useful. The data about the use of new imple-
ments and fertilizers as furnished from year to year in Agricul-
ture and Animal Husbandry in India (Delhi) should leave no
doubt on this point. In the milien of Indian agricultural
geography the American experience would appear to belong
to a genuine utopia. Planification for the U.S.A. is described
in a language the alphabet of which is incomprehensible in
India as in China and the Balkan Complex. '

In the mechanization of agriculture today tractors play the
leading role. For arthik unnati (economic progress) agricultural
modernists ate no less interested in tractors than in fertilizers.
It 1s ambitious peoples like Germans and Soviet Russians that
can understand the real meaning of the words used by American
agricultural experts. The production of tractors in the U.S.A.
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in the perspective of Soviet Russia and Germany is exhibited
below (in ’000): *

Year USA Soviet Russia Germany
1928 176 14 76
1929 229 45 58
1930 202 12-8 2°g
1931 72 38 22
1932 - 51 r5
1933 - 78 29
1934 - 94 50
1935 161 114 &5
1936 227 116 12°9
1937 _ —_ 16:8

The U.S.A. continues to top the list in the production of
tractors. In 1936 she manufactured 227,000 as against
Soviet Russia’s 116,000 and Germany’s 12.900. Obviously
Germany’s need for the mechanization of agriculture is nog so
pressing as that of the U.S. In this respect Soviet Russia’s
problem s different from that of Germany. Her hectarage as
well as population are much larger than Germany’s. Besidés, her
general economic structure has been and will continue long to
be more agricultural than industrial. There are more affinities
between Soviet Russia and the U.S.A. than between her and
Germany. Naturally, therefore, she has been following the
Amencan example. But the jump from 1,400 tractors to
116,000 tractors in nine years (1928-36) i1s that of a giant.
This is another reason why Soviet Russia’s experience should
not be talked of glibly by the patriots and publicists of back-
ward regions. (Infra, pp. 262-264).

8 Annuaire Statistigne de la Société des Nations 1937-38 (Geneva,
1938) p. 195.
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Etatisme in the Industrialization of China and Turkey

An almost invariable feature in all planning schemes—both
for backwards and go—ahead's——is the state initiative, state-finance
and state administration in the national economy. China is an
example. Towards the beginning of 1941 there were 1354
factories in the ffteen new industrial bases, 1.e. in South-west
and North-west China (under the Chungking administration).
A factory was an industrial concern operated with a minimum
employment of 30 workingmen. The additional test of a fac-
tory was the employment of power. These 1354 factories are
listed below:®

1. Mechanical 312 4 Chenmical 361

2. Mining & 5. Texule 282
Metallurgical 93

3. Electrical 47 6. Miscellaneous 259

The finance for all these concerns belongs almost entircly
to the state, as has been gathered from a conversation with
Dr. C. ]. Pao, Consul General for China at Calcutta.

Previous to 1937, i.e., the outbreak of Japan-China hosti-
liies industrialization was virtually concentrated in the Eastern
districts and coastal cities. The war has led to the geographical
re-making of industrial China. The role of Geopolitik in arthik
unnati (cconomic progress) is manifest. New regions have
emerged as the centres of modern technocracy and industrialism.

Some figures are available about the output of the factories

9 China After Five Years of War (Chungking, 1941). The rdle of
state guarantees and subsidies may be seen in “Wartime Economic and Social
Orgarusation in Free China” (International Labowr Review, Montreal, Dzcem-
ber 1942). See also H. D. Fong: “Die Industrialisieeung Chinas unter
Beriicksichtigung der landlichen  Industrien” (Weltwirtschaftliches Archiu,
Jena, March 1937) and The Post-War Industrialization of China (Washington,

D.C. 1942). The references to China in C Clark:  The Conditions of
Economic Progress (London, 1940) serve to place her in the scale of nations.
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under * direct control of the Chungking Government, The
values may be indicated as follows (in million dollars):

1. Coal 114 6. Antmony 10 12. Chemical 1,438
2. Iron & Steel 127 7. Tin 160 13. Texule 1,763
3- Gold 280 8 Mercury 5 14 Food 19
4 Copper = 12 9 Othermetals 2,5 15 Power 99
5. Tungsten 65 10. Machine 67 16, Miscellaneous 342
11. Eleztrical 181 e
. . co . ‘Toral 4,603
It is obvious that the main industries are a concern oé the

state. Etatisme is the chief force in the industrialization of
China. The supply, demand, marketing and prices of commo-
dities have been E;laced under Government control in regard to
iron, steel, copper, cement, coal, cotton yarn and cotton piece-
goods. This, of course, is war-communism as practised every-
where during World-War II as during World-War L (P. 133).
No less prominent is étatisme in the economic life of new
Turkey since 1923. In 1932 the Banque Agricole, a Govern-
ment institution, furnished the agricultural co-operative socicties
with loans to the tune of 6,617,000 Turkish pounds. - In 1935
the loans ‘rose to £T. 8,146,000. The total loans received
by cultivators within or outside co-operative societies tose from
1923 to 1935 in the manner indicated in the following table as
given by O. Conker and E. Witmeur in Redressement écono-
mique et Industrialisation de la Nouvelle Turquie (Paris, 1937,

pp- 127-128): N : .
Year o Turkish £ = Year Turkish

— (in ’o00) —_— (in "o00
1923 8077 1931 34634
1925 ' 19,979 1933 34225
1927 20375 ' 1934 32,895
1929 27,176 1935 31,931

The rate of interest at which loans are received by cultivators
is 9%, The significance of the loans granted by the state in
Turkey can be appreciated nowhere better than in India where
the Government is proud of not helping co-operatives with loans.
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As for industries an Act was passed in 1927 with the object
of promoting them. It was supplemented and enlarged in 1933
when the first five-year plan was introduced. By 1937 some-
thing above 600 large, medium and small factories and work-
shops were newly established by companies and individuals on
the strength of the privileges and concessions accorded by the
state on account of this Act. ,

The Banque de Ulndustrie et des Mines, a state institution,
was established in 1925. Among other things it took charge
of four state factories (1 for shoes and 3 for cloth) operating at
a capital of [T. 5,511,000, Sixteen other establishments
(for sugar, tanning, clectricity, copper, ceramics etc.) were fur-
nished with part of their capital by this credit institution.

Along with the inauguration of the five-year plan the
Siimer Bank was established by the Government with a capital
of £T. 20" millions, which rose to LT. 62 millions in 1934.
The functions of the Stimer Bank are, among other things, first,
to administer the state industries and secondly, to project the
industries to be started with state capital. By 1937, as we
understand from the publication by Conker and Wilmeur (loc.
cit., pp. 187-19o), the industrial finance furnished by this Bank
amounted to T. 58,061,000. The categories of the concerns

were as follows:

Industnes Capital
Turkish [

1. Sute factories placed under the direct charge of the
Simer Bank ... 12,458,000
Concerns in which the Siimer Bank participates financially 2,693,000
3. Industries created or to be created by the Simer Bank ... 42,910,000
Total ... 58,061,000
Funds necessary for the carrying out of these projects were

every year placed at the disposal of the Siimer Bank out of the
33
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general budget of the Turkish republic. In 1937 the Turkish
£ was neatly equivalent to Rs. 2. ‘
Turkey like China is still an economico-technocratically
under-developed and backward region. The etatistic founda-
tion of planification in both these economies is conspicuous.

The Beveridge Plan of Social Security

Let us once more watch the planification programme for a
hyper-developed region. We shall refer to social insurance as
. undergoing an epochal renaissance in England.  Social insur-
ance legislation is in the estimation of the present author the
greatest single achievement of modern civilization and spiri-
tuality as embodied in technocracy and industrial capitalism.
It is indeed a differentium of the “second industrial revolution.”

Primitive peoples en route to the first steps in industriali-
zation can at best comprehend the production of consumption
goods. The manufacture of production goods (Produktions-
mittel) 1s, generally speaking, beyond their capacity and imagi-
nation, In the same manner it is tnconceivable for them to
imagine, on a large scale, a pattern of society in which the insur-
ance premium of workingmen and clerks is paid in part or in full
by their employers and / or the state. Bur it is just the intensi-
fication and diversification of this pattern that constitutes the
A.B.C. of socio-economic planning in the futuristic programmes
of go-ahead territories.

The expansion of soctal insurance for which Beveridge has
issued a Plan is indicated in the Daily Express (London) of
December 2, 1942, in the following table : *°

10 For Beveridge’s previous ideas, see B. K. Sarkar: Social Insurance
Legislation and Statistics (Calcutta, 1936), p. 394. See also “Social Security
Plans in Great Britain” (International Labour Review, Montreal, January, 1943).
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Whaar It DoEs
Security Provision for Man and Wife and Two Children
(Present Contributory Classes)

Proposed in Plan for Social

Present Security
Period and Period and
Amount Conditions Amount Conditions

Unemploy- |[38/- a week 126 weeks (follow- [56/- a week Unlimited in time,

ment ed by assistance without means
on means test). test, Subject to
attendance at
training centre if
unemployment
prolonged.-
Disability |18/- a week |26 weeks (follow-| 56/- a week Unlimited in time,
(other than ed by 10/6 a without means
industrial) * week in disable- test at any time.

ment. Addi-
tional benefit in
some cases).

Old Age £1 a week  (Supplemented by |£2 a week On retirement, 2/-
Assistance Board a week increase

': according to for each year of

needs. postponement.

(Full rate only
after transition
. period of 20 years.
Assistance pen-
| sions on means
test meanwhile.)

Widowhood (185 8 week - £2 a week Reduced by pant

! of any earnings,
523 a week for
first 13  weeks
without  reduc-~

i

i

!

1
Maternity l £2

tion.

! — £4 -
Maternity (if £2 addi- l — 36/- a weeki -
wife gain-'! tional ! for 13 weeks
fully occu- ] additional.
pied) i

|
Funeral E Nil ! — £20 With smaller sums

‘ ! for children.
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Proposed in Plan for Social

Present Security

Period and
Conditions

Period and

Conditions Amount

Amount

Industrial Half earnings up |Subject to |56/« a week for 13 -
Disability to maximum of | compound- weeks followed by
35/- a week)ing for pension of two-
(plus 8/- forthe | Jump sums| thirds earnings up
two children) . to maximum of 76/~
a week, but not less
than 56/-. No
compounding  for
total disability.

Medical General practi- e Comprehensive medi- e
Treatment tioner for man, cal treatment inclu-
with additional . ding hospital, den-
treatment bene- tal and ophthalmic,
fits in  some nursing and con- |
cases, valescent homes

for whole family.
Post-medical - re-
habilitation.

Whaar It Cosrs

Z Million

Expenditure 1942 | 1945 | 1955 | 1965

Retirement pensions . 94 126 {90 300
Unemployment benefit o 84 110 109 107
Disability benefit 43 72 1 83 86
Other insurance benefits ... 69 41 | 42 42
National asssistance e s 15 44 38 30
Children's allowances e e 1 10 108 100
Cost of administration 20 24 24 23
Health services ... - 79 170 170 170

Total 415 697 | 764 i 858

£ Million
Income 1942 . 1945 | 1955 | 1965
Contributions of insured persons e 69 1 194 | 19 192
Employers' contributions ... . 8 . 137 | 135 132
Interest on funds . - 15 15 15 15
Charges on Exchequer 265 ' 351 ! 418 519
1
Total ... ]' 432 ‘ 697 | 764 | 858
! !
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The most noticeable feature is to be found 1n the income
schedule. The Government contributions rising from f265 m
in 1942 to £519 m in 1965 imply,—in the perspective of the
total ifcome,—61-3%, in 1942, 503%, in 1945. 54'7%, in
1955 and 60'4%, in 1965.

The new category, “social security,” 1s American, the old
category, “‘social insurance”, is German. Neither of these cate-
gorics is acclimatized in the British mentality. In England the
traditional slogan is “‘national insurance.” For the British people
to get more than 5o per cent., nay, somewhere about 6o per
cent. of their pensions, unemployment * benefits, children’s
allowances, health services, etc., from the Government 1s a well-
established state-socialism of the good old Bismarckian type."
Whether this is adequate in the present moods of the British
masses and classes remains to be seen. But, on the other hand,
as Jobn Bull (London, 28th November, 1942) obscrves: *‘vested
interests are talking darkly of their protection. The Beveridge
Plan is being assailed openly and by tricky wnsinuation. Die-
hards are pulling political strings.” Be this as it may, from che
standpoint of the present situation, the Plan envisages by all
means a thorough-going social revolution of the first rate 1m-
portance. Nothing like the centralization, unification and uni-
versalization of social insurance centemplated by Bevendge is to
be found, for instance, in the centralized system of France as des-
cribed by Hubert and Leproux in Les Assurances Sociales (Paris,
1931). For India and China this is another ultima thule.

11 For recent social insurance developments in Germany see F. Zshn:
“Finfzig Jahre deutscher Sozialversicherung” (Allgemeines  Statistisches
Archiv, Jena, 1932), F. Scldte:  Sozialpolitik tm Dritten Reich (Berlin, 1935)
and C. W. Guilichaud: Tbe Social Policy of Nazi Germany (Cambridge,
1941); & British Health Services (Poliucal and Economic Planaing, London,
1937) and Epstein: Insecurity A Challenge to America (New York 1937).
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The Prospects of Commaunism
in Backward Economies

American achievements in mechanized agriculture or the
Bismarck-to-Beveridge schemes of social insurance do fot fot-
mally belong to questions of practical politics in any backward
economy. But the experiments and achievements of Soviet Russia
in and through the three five-year plans (1928-1942) are appre-
ciated by all primitive, agrarian, backward and half-developed
peoples as eye-openers and path-finders for them. The situation
is interesting. These peoples en masse as well as the few
admirers of Soviet Russia in well-developed, nay, hyper-
developed nations ignore, however, the most crucial item in the
Sovietic complex. The phenomenal expansion of Russia in
industry, teclinocracy, and gcnéral culture 1s based essentially
on the finance of state-capitalism (Ch. IV). We have to
objectively visualize the thorough-going annihilation of private
capital, private savings, private profits, etc. The totalitarian
accumulation (concentration) of all the economic resources of
the entire population in the hands of the Government must
arrest our serious attention. It 1s because of this concentration
that the extraordinary progress of Russia could be consummated.

But how has the annthilation of private capitalists been
carried through? The ugly realities cannot be ignored or mini-
mized. It is in this annibilation that we have to see the
Bolshevik revolution. It is annihilation (not only legal and
political but also physical extermination) of the bourgeoisie,
aristocracy and feudalism. The dog days of 1917-20 under
the regime of Lenin and his despotocracy are identified with this
annihilation-pattern,—the assassinations, massacres, pogroms.

Obviously, it 1s hardly possible for any and every people, primi-
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tive or advanced, to embark upon this kind of totalitarian
Bolshevistic blood-bath,—liquidation not only of private capital
but of private capitalists,—in order to pave the way for state-
capitalism that we see in Russia'today. This mystery, riddle or
secret of Sovier Russia must not be overlooked by the economic
theorist or political planner (Chapter IV.).

Soviet Russia catinot in the main be depended upon as fur-
nishing an example to the poor and the pariah of the two hemis-
pheres. The world-economy is likely to proceed haltingly 2nd
limpingly more or less on traditional, laissez faire, and non-
communistic, although somewbat state-socialistic, and nationa-
listic channels. The Russian revolution cannot be standardized
for and utilized by all and sundry in Asta and Africa or Eur-
America as a universal panacea of mankind. (Swpre, the
sections on ‘‘Soviet Urbanization through Indian Eyes”,
“Lags in the Socialistic Complex”, *“Production as National
Income”, and “Planning Communistic and Capitalistic™).

Morcover, even within the boundaries of Russia the
Sovietic patent has alteady got acculturated to inequality in
income, differential wages, piece-work rates and other non-com-
munistic and bourgeois or traditional traits.’® In the psycho-
social Gestalt of intethuman relations it is chiefly as short-period
phenomena that revolutions are effective forces. They get quick-
ly toned down to the prevailing milies. Some sort of a mutual
acculturation takes place between the revolution®and the status '

12 Pol. Phl. Vol. Il Part L. (1942), Section on “Transformations of
Communism under Sulin as the Manager of Leninism No. IL” pp. 38-49,
85-87. Bur about the long range programme down to, say, 1970 sce “Soviet
Aims and Hopes™ in W, Carroll's We're in this with Russia (Boston, 1942),
pp. 216-219.
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guo. The post-war economy (c. 1946-65) that is to emerge will
be but another specimen of such mutual acculturations between
the existing regime and the eventual revolutionary forces or
processes,—if any happen to be generated towards the end of
the war,—in the economic, social, political and international
order. A wotld-epoch of Leninistic communism,—spread over
a rather long petiod,—cannot belong to scientific and realistic
thinking in economics.

Revolutions are by all means necessary. But in economic
life as in political their tole is limited. This is how we encounter
today neo-socialism, neo-capitalism, neo-democracy and neo-des-
potoctacy as the latest phases of economico-political compromise.”

In the théory of arthik .unnati (economic progress) no
ideology is acceptable which is based on shott cuts. Even in
watfare Blitz (lightning) tactics may not often pay in the long
run. Lentnistic communism commenced as international class
war against the nationalists or patriots of all countries. It has
been settling down as patriotism, nationalism or national socia-
lism for the Russian masses and classes vis-a-vis the Germans,
Americans, Britons and Japanese. Backward econumies have each
to evolve its own system of arthik unnati adapted to its capaci-
ties for adventure, creativity, self-sacrifice, and utilization of
vishwa-shakti _(world-forces). Nothing but vague hints and
suggestions can come to India, China, Turkey, Iran, the Balkan
Complex and Latin America from the recent achievem'cnts of
Soviet Russia since 1917 as from the older French achievements,

the revolutionary “‘ideas of 1789.”

13 Pol. Phil. Vol. 1. Part 1. {1942), pp. 36-37. 49-58, 72.



CHAPTER VIL
TuHe ‘WorLp-EconoMic RECONSTRUCTION OF YESTERDAY

What is Post-War Reconstruction ?

No reconstruction can possibly realize the ideals or
principles, should there be any, of world-wide economic salva-
tion. The coming post-war world-economy or economic re-
construction bids fair to be but a continuation, in the main,
of the World~economy at 1939.

Arthik unnati (economic progress) is a social phenomenon
of doses or degrees. It is essentially gradualistic and can never
claim finality or all-round comprehensiveness.

It is the equations of comparative industrialism and techno-
cracy such as were in evidence in pre-war years that would set
the general lines along which the new transformations within
the reconstruction-complex are Likely to proceed. The disturb-
ances or modifications of pre-1939 equations generated by
World-War II,—in and through war-industries, inflated em-
ployments, inflated currencies, inflated wages and inflated
prices,—are to be treated in the main as aberrations of not
much permanent value. They are fundamentally short-period
emergences. The post-war equations may be taken chiefly as
not very great deviations from the pre-war. Reconstruction as
such 15 considerably limited by these positive considerations,—
pious  wishes or idealistic planifications notwithstanding.l
(Pp. 224-225).

Let us begin by defining two terms, post-war economy, and
world-economy. It 1s not necessary to indulge in speculation 1n

34
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order to explain the two categories. The economic evolution
between World-War 1 and World-War 1, 1., from 1919 to
1939 furnishes the objective data about these phenomena.

First, then, post-war economy s, realistically considered,
the economy  of preparation for the next war. Secondly,
world-economy is not equivalent to the economic organization
of the entire world. (Chapter V. pp. 183-187). It is to be
understood pragmatically as the economy of that much of the
two hemispheres which it is possible for a people to utilize.
This utilization 1s not, however, to be taken in a sinister sense.
The spirit of “mutuality” with the other pcoples of the same
region is not to be excluded.

The present war (since September, 1939) may come to
an end by 1945, as has been maintained all along by the present
author, Sweeping proposals for dealing with defeated Germany
are set out in a memorandum published (on May 15, 1943) by
the Post-war Policy Group of members of the House of Com-
mons and Lords of which Wardlaw-Milne is the Chairman.
The memorandum, signed by 34 membets of the Group, urges
effective occupation of Germany and setting up of an Inter-
Allied Council of Control. The fitst duties of such a Council
. should be, it is said, preservation of all order and complete de-
mobilization of all German armed forces within six months; dis-
mantling of the acroplane industry and control, and, where
necessary, closing down of German war potential including
heavy and chemical industries to the extent to which they are
the basis for production of munitions; arrests and bringing to
trial of persons alleged to be guilty of war ctime, disbanding of
officers’ corps and training corps. The essential points of the
subsequent peace treaty in this plan should be that Allied army
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and air-forces will occupy Germany until the Allies agree that
this may with safety be terminated or relaxed, independent
states in East Prussia and Rhineland, restoration of the sove-
reignty of all countries invaded by the Axis, Allied control of
radio, ptinting and education m Germany, no German army,
navy and airforce, civil aviation or aircraft industries until allied
nations decide otherwise, return of all loot or compensation in
kind, all costs arising from Allied occupation to be paid by the
German States.

The paper on A Plan for Germany’s Economic Disarma-
ment” by Einzig in The Economic Journal (London, June-
September, 1942), throws likewise a .Hood of light on post-
war world-reconstruction. It may be said that the world-
economy is expecting a Super-Versailles by 1946. World-War
I.l cannot therefore be the last war of history. Humanly speak-
ing, a war of revenge may be cxpected by 1950-65 in spite of
the efforts of the victors to prevent that consummation. Scme
idea of such efforts to be directed by Anglo-Amertican “peace
force” may be seen in King-Hall's Total Victory (New York
1942) and Gelber’s Peace by Power (London, 1942). In June,
1943 the British Labour Party also at their conference declared
for the totalitartan disarmament of the German people. They
proceeded on Vansitrart’s hypothesis that there were no “‘good
Germans” in Germany. Post-war world-economy, then, is
tantamount to the economic structure and dynamics of the’
world during these two decades (1946-65) of universal war-
preparedness or continuation and maintenance of war-organiza-
tion. Some of the items may be seen in Condliffe’s Agends
for a Post-war World (New-York 1942), a work, en passant,

that fights shy of idealistic and millennial world—rccipes.
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War-Preparedness in National-Socialism

National-socialismeis essentially a system of war-prepared-
ness. Hitler is but one of the thousands of Germans bent upon
wreaking vengeance upon England and France as the victors of
World-War I (1g14-18).  As soon as the Germans started invad-
ing Poland on September 1, 1939 Hitler's mission may be zaid
to have been fulfilled. He might with self-satisfaction
announce to Germany and the world :

“Now my task is smoothly done,
I can fly or T can run.”
The commencement of World-War II (1939- ) is the justi-
fication of Hitlerism or for that matter of entite German national
spirit.  The subsequent course of military operations may be
considered as not belonging to the hfe’s function of Hitler.
That is a purely technical affair,—the question of strategy,
tactics, and finance. ‘This belongs to other experts.

The aim of his life was to spiritualize the people of Germany
into the will of revenge upon the humiliating Geopolitik of
Versailles (1918-19). In the course of six years and a half
(1933-39) he ot his national-socialism succeeded in demonstrat-
ing to the world that the ‘German masses and classes could not
be rendered impotent ot null and void for centuties as the victors
of Versailles and the League of Nations had believed. It did
not take the teeming millions of Germany more than two
decades (1919-39) to rise to a man and annthilate the entire
world-political complex of 1918-19 and rtear the Versailler
Diktat to pieces. It is this spiritual élan of vindictive war with
which alone Hitlerism or national-socialism is supremely asso-
cated. Everything else is subordinate to this grand psycho-

_moral, socio-military and economico-political reconstruction. It
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would be quite worth while to consult Poole’s German Financial
Policies 1932-39 (Harvard, US.A., 1939) in this connection,
No other socio-economic philosophy or specifically meta-
physical significance is to be attached to the Hiderite brand of
patriotism. Erzberger, Rathenau, Wirth, Helfferich, Strese-
mann, von Papen, Ludendotff and of course Hindenburg as
well as thousand and one other veterans might differ from Hitler
as well as between themselves in formal party slogans or words
and phrases addressed to France and England. But patriotism.
revindication of the fatherland, and revanche or Rache furnish
the common life-blood of all and sundry. In Germany there
has hardly been any socialist hide-bound enough to bé a sincere
and permanent submissionist to the terms of Versailles. It 1s
wrong to make any substantial distinction between the socialism
propounded by Hitler and the other isms, socialistic or national-
istic, associated with any creative individual of Germany. Their
French counterparts are Poincaré, Herriot, Briand, Blum and
Petain, who, however they may differ in party ideologies, are
all nationalists or patriots of the first rank interested, above all,
in the “security’” of France. Nothing but patriouic, nationalist
or imperialist is hikewise the British tradition from Grcy. Lloyd
George and Ramsay Macdonald to Chamberlain, Churchill and
Eden. Hiler is not sui generss in Germany or Eur-America.
Nazism does not embody the sentimentalism of a single
individual or group. It is nothing short of the combined in-
telligence and will of an entire people to asserc itself and
maintain its place in the sun in the teeth of opposition from the
collective armed forces of the world-dominants. War-prepared-
ness against conquerors is then to be taken as a natural and

necessary goal of post-war reconstruction from the angle of che
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vanquished. (Pol. Phil. Since 1905, Vol. II, Part L, 1942,
ch. on the “Hitler-State”).

The military and techno-economic position of Germany
towards the end of July 1943 (the fall of Mussolini) was des-
cribed before the Commons (July 27) by Premier Churchill, the
embodiment of hard-headed optimism and the greatest British
patriot and conqueror of defeatism after Pitt, in his usual realistic
manner. The statement was in part as follows:

“Nevertheless let us not allow this favourable inclination
of our fortunes to blind us to the immensity of the task before
us or of the exertions still to be made and privations and tribula-
tions still to be endured and overcome.”

“German national strength is still massive,” said Churchill.
““The German armies, though seriously mauled by three Russian
campaigns, are still intact and quite unbroken. Hitler has un-
der his orders over 300 German divisions, excluding satellites.
Three quarters of them are mobile and most of them continue to
be well-equipped. We are fighting some of these divisions in
Sicily at this moment and as we see they offer stubborn resis-
tance in position well adapted to defence.  The authority of the
central government of Germany grips and pervades every form of
German life. The resources of a dozen lands are in their hands
for. exploitation. Harvest prospects are reported to be fauly
good. This Nazi war machine is a hateful incubus upon
Europe which we resolved utterly to destroy and the affairs of
Italy must be handled with the supreme object constantly in
view.”’

We are not interested in the correctness or otherwise of
Churchill’s appraisal of Germany's strength and resources to-
wards the end of July 1943. It is clear that he did not mince .
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matters. Perhaps he was not over-valuing German power. Be
this as it may, in this statement about the power of Germany
after nearly four years of World-War Il economists should not
fail to get a realistic conception of what post-war reconstruction
aimed at at the end of World-War I.  This should also serve to
furnish in part a picture of the post-war reconstruction that may
be expected at the end of World-War II. National-socialism 1s
bound to reappear in other and,-——hu_manly spcaking,—morc
formidable guises. The greatest ideology that post-war recons-
truction can possibly evolves 1s war-preparedness.

The Demobilization Quinguennium

Be it observed incidentally that the category “post-war”
has a narrow, specialized significance as well. For instance, in
connexion with World-War I (1914-18) post-war economy im-
plied the economy of five years (1919-23). In case W orld-War
Il sces the end by 1945, post-war economy would then imply
the economy of the five-year period (1946-50). This 15 the time
generally taken to repair some of the damages of the war and
re-establish the countries on more or less stable, normal or un-
inflated foundations. The quinquennium 1s known also as the
reconstruction period or the period of transition from war basis
to peace conditions, from inflation to deflation.

Some of the reconstruction ideologies may be seen in the
following reports published in the International Labour Review
(Montreal) of 1942:

“Reconstruction Programme of the British Labour Parcy”
(Aprl), “Post-War Planning in the United States” (July),
“Briush Employers and Reconstruction Planning™ (September),
“Reconstruction Planning in Great Britain™ (October).
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In this rehabilitation one great problem for solution is the
unemployment due to “‘demobilization.”  Another problem lies
in the re-en{ploymcnt of personnel in civilian occupations.
Famine and epidemics belong to the post-war reconstruction
compléx as a matter of course. In regard to all these problems
it may be found expedient in every country to maintain intact
for some time doses of the control system, étatisme, inflation
etc. of the war period. (Swpra, ‘‘Planning Communistic and
Capitalistic,” pp- 224-227, Infra, Ch. IX., section on “Eco-

nomic India Tomorrow”).

Yesterdzty and Tomorrow

In regard to the world-economic planning or post-war re-
construction of yesterday, it is'not our object to attempt a com-
prehensive picture.  We propose just to analyze the statistics
of exports and imports of the U.S.A., France, Germany, Japan,
the United Kingdom, and India from 1913 (1909-13) to 1936
(1939). The simple aim is to examine the relative importance
of diverse suppliers and markets in regard to each economic
region. Three periods are being selected. The first 15 the 1913
(or average of 190og-1913) period which represents the “old pre-
war”” conditions. The second period is that of 1927-31 (or
1919-23) in order to indicate the conditions of the “old post-
war’’ reconstruction. The third period is that 1932-36 (1439)
and may be taken to represent the pre-war conditions in relation
to the present war (since September, 1939). It may, indeed, be
taken to describe the preparations for World-War I1.

In the next chapter we shall try to visualize, on the objec-
tive basis furnished by the factual and realistic investigation of
yesterday, the general configuration or pattern of world-eco-



THE FOREIGN TRADE OF THE U.S.A. 273

nomy such as is likely to manifest itsclf tomorrow, i.e., at the
end of the present war.  This will be followed by a brief survey
of the British Empire-economy in regard to certain items and
end with a few recommendations of a reconstructional character.
Naturally, topics of world-economy, past, present or future, and
especially of post-war economic reconstruction are essentially
political in nature. An effort will be made to focus atten-
tion on the economic as contrasted with the political aspects.
It will not be possible, however, to ignore altogether the .deo-
logies of international politics.  The political references,
wherever they occur, should in any case be taken as but the
obscrvatlons of a speculative academician who has no political
affiliations of any sort.

The Foreign Trade of the U.S.A.

Let us then commence by analyzing some aspects of the
world-economy in international trade as it obtained duning
1913-39.

Id 1913 the total imports into U.S.A. from all the coun-
tries of the two hemispheres were valued at 1.813,000,000
dollars.”  The British countries comprising the UK., the
Dominions and the Colonies as well as India accounted for
nearly 565,000,000 dollars. In percentage of the American
total the British trade was 306.

The average of 1927-31 for the total i imports of thc US.A.
was nearly 3.565.000,000 dollars in which the British Empire’s
share was 1,107,000,000 dollars. The British trade was, there-
fore, 3109, of the total American import trade.

1 Report on International Trade, May 1937 (PEP, Political and Economic
Planning, London), p. 252.

35
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In the perspecti\'/e of the pre-war year 1913 the situation in -
the quinquennium 1927-31, a decade after the peace of 1919,
remained unchanged so far as this particular item is concerned.
From 1932 to x936 the fluctuations in the percentaoe were as

follows
Year Percentage Year Percentage
1932 260 1935 336
1933 297 1936 365
1934 328

The average of this quinquennium was 317 which may be
placed in the background of 306 of 1913. It may be said that
there was hardly any change. The fluctuation was, in short,
relatively slight. ' .

We shall now take the exports from the U.S.A. In 1913
American exports to the rest of the world totalled 2,466,000,000
dollars, ” the share of the entire Brtish Empire being
1,112,000,000 dollars. The British trade was then 451 per

cent of the U.S.A.’s total export trade. For the quinquennium

» 1927-31 the average annual export trade of the U.S.A. was
4,301,000,000 dollars in which the British Empire’s share was
1,787,000,000 dollars. The British percentage of the Ame-
rican total was 41°5, having come down from the 451 of 1913.
For the quinquennium 1932 1936 the percentages were as

follows :
Year . Percentage Year Percentage
1932 39 1935 416
1933 . 369 . 1936 4273
1934 397

The average for this quinqucnnium was 399 as against 451 of
1913. One may say that it was 40 agamst 45 of 1913 and 42

of 1927-31. The chanoe was not unsubstantial.
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Both in regard to imports and exports as between the
U.S.A. and the British Empire we may observe that the war
of 1914-18 produced hardly any changes. Or rather, the few
fluctuations were almost immaterial, taking a broad view of the
question, i.e., if we ignore the fortunes of individual trades and
industries, the variations in their direction and tendencies, and
the changes in the internal organization of the economy in the
two regions. During the first half of this war the U.S.A. was
neutral. America became ally of the British Empire for the
second half. But these politico-military contacts of a specially
friendly character could not work like a magic. They failed to
bring about a substantial transformation of the trade relations
between the two countries in the immediate post-war petiod
or the subsequent three or four quinquennia.

The Foreign Trade of France

The analysis of commercial relations between France® and
the British Empire is equally instructive. During the five-year
period 19og-13 the total imports of France from all the coun-
tries of the world amounted to 7,627,000,000 francs per annum
on the average. The British Empire’s contribution was
1,661,000,000 frs. In the total import trade the British per-
centage was 21'8.  During the five-year period 1927-31 the ave-
rage was §1,915,000,000 frs. and the British 11,029,000,000
frs. Compared with the total the British trade was 212 per
cent. This is to be placed in the background of 218 per cent
during 190g-13.  The relative position remained  virtually
unchanged.

2 Report on T, (London, 1937), p. 253. See also G, Peel: The Eco-
namic Policy of France (London, 1g937)
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For the next quinquennium the percentages were as

fOllOWS .
Year Percentage Year Percentage
1932 165 1935 163
1933 161 1936 14'G
1934 159 '

The average for this period was 153. The decline from
218 and 21°2 is not immaterial.

The total exports from France during 190g-13 amounted
on the average to 6,324,000,000 frs. per year, the exports to the
British Empire being 1,388,000,000 frs. The Brtish Empire
commanded 220 per cent of the total export trade of France.
The average for 1927-31 was total 46,142,000,000 frs. and
9,026,000,000 frs. for the British Empire, the average pet-
centage of the British being 19'6. This was not far from 220
of 190g-13. :

For the quinquennium 1932-36 . the percentages were as

follows :
Year g Percentage Year Percentage
l931 13'3 1935 N 120
1933 ~ 116 1936 20'6
1934 106

The average came to 136. This decline from 22'0 of
1909-13 and 19'6 of 1927-31 is to be treated as substantial.

Franco-British commercial relations are interesting. The
French and the British Empires were allies from the start to the
end. Down to 1931, i.e., for thirteen years after the peace, the
British percentages both in the import and the export trades of '
France were almost identical with those in the pre-war period.
People might say, on the strength of such data, that the war by
iself failed to generate any mentionable transformation.



THE FOREIGN TRADE OF GERMANY 277

But subsequently there have been changes and these
changes are noteworthy. Both 1n imports "and exports the
British percentage has been showing a substantial decline. This
decline cannot but be instructive. Even a poliucal and
military alliance has not been able to maintain the prc—war
proportion. Nor could the international comradeship of the
two Empires in the milies of collaboration under the aus-
pices of the League of Nations succeed in preventing the decline
of the British Empirc’s percentage in the import and export
trade of the French Empire. The “magic” of war, the “magic”
of alliance, the “‘magic’” of war to end war, the “magic” of
post-war “‘reconstruction,” the “magic” of world-economic
“collaboration,””—all failed to work miracles in international
trade. In economics as in religion magic may have a role. But
it does not always work.

The Foreign Trade of Germany

Not less instructive is Germany’s trade relation with the
British Empire. In 1913 Germany’s imports totalled 10,770,
000,000 M. in which 2.083,000,000 M. represented the
Butish Empire’s share, constituting 19'3 per cent. of the total.’
The annual average for 1927-31 was total 11,769,000 ooo M.,
2,260,000,000M. for the British Empire and 19°2 as the British
percentage.  During the third five-year period after 1919
Germany was importing from the British Empire_nearly the
same percentage of her foreign requirements as in the pre-war
year. This is curious, to say the least.

Germany and the British Empire had been enemies. And

3 Report on IT, (Leadon, 1937), p. 254. Sce akso K. E. Poole: German
Einancial Policies 1932-1939 (Harvard, 1939).
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yet the former’s commercial behaviour with the latter was iden-
tical with that of the latter’s allies, U.S.A. and France. Mili-
tary enmity or military alliance as such produced no impacts on
international trade in post-war periods.  One should say that
these four economic regions were alongside of one another in
1931 almost exactly as they had been in 1913 and as if the war
of 1914-18 bad not intervened.

For the five-year period 1932-36 the British percentages of
the German import trade can be seen in the following figutes :

Year Percentage Year Percentage
1932 17'3 1935 14
1933 186 1936 12 g
1934 67

The average of the period 1932-36 was 168, as against
193 of 1913. There was a decline of 2'5, which, although not
considerable, is yet noteworthy. The German-British situation
was parallel to or identical with the Franco-British.

Let us now examine Germany’s export trade. In 1913 the
total value was 10,097,000,000 M., the British Empire’s share
being 1,960,000,000 M. The British trade was 194 per cent
of the total. The annual average for the period 1927-31 was
total 11,594,000,000 M. and British 1,725,000,000 M. The
average British percentage of Germany's exports was 14g.
This was considetably lower than 19:4 of 1913.

For the -five-year period 1932-36 the British percentages

can be seen below:

Year Percentage Year Percentage
1932 12°1 1935 152
1933 130 1936 156
1934 ’ L

The average was 142, slightly lower than or almost the

same as in the period 1927-31. The dedcline in the British per-
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centage of German export from the nivean of 1913 may be
treated as identical with that in the field of French export during

the san:e pcriod (191 3-36).

The Foreign Trade of Japan

In 1913 the imports into Japan* from all the British Empire
countries were valued at 319,100,000 yens out of the total
imports of 834,600,000 yens. The British trade was 382 per
cent of the total. The average annual percentage of the British
trade during the fve-year period 1927-31 was 30'5. The
decline from 38-2 per cent was palpable.

The percentages during 1932-1936 were as follows:

Year Percentage Year Percentage
1932 284 1935 313
1933 317 1936 317
1934 315

The average for this quinquennium was 30°g, almost iden-
tical with the average for 1927-31. The decline in import
percentage from the level of 1931 has remained a steady fact.

The exports from Japan to the British Empire in 1913 were
-worth 120,700,000 yens in a total export trade of 729,050,000
yens. In percentage of the total export the British trade was
16'5.  During 1927-31 the annual percentage rose to 2175,
From 1932 to 1936 the percentages were as follows:

Year Percentage Year Percentage
1932 268 1935 267
1933 257 1936 266
1934 276

The average was 267. The expansion (from 1675) is re-
markable. Japanese exports to British countries may be said to
have increased, so to say, by leaps and bounds.

4 Report on LT., (London, 1937), p. 255
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In actual figures it may be pointed out that while Japanese
exports to the British Empire were worth 120,700,000 yens in
1913 they were worth 712,500,000 yens in 1936. The two
biggest items may be singled out, for instance, the eXports to

the UK. and India-Ceylon (in million yens) :

Countries 1913 1938
UK 329 1473
India & Ceylon w2979 2729

We get the following equations:

1. Japan in UK. (1936)=45 Japan in UK. (1913).

2. Japan in India-Ceylon (1936)=g1 Japan in India-

Ceylon (1913). '

In 1936 Japan exported to the U.K. 4'5 times her quota
of 1913 and to India-Ceylon g1 times.

During the same period the imports of Japan from the
U K. declined absolutely from 122,700,000 yens to 72,900,000
yens and from India and Ceylon rose from 173,200,000 yens to
374,600,000 yens.

How shall we describe Japan’s political orientations to the
British Empire? Rival? Tnimical? or Friendly? Whatever they
be,—commercially speaking, her expanding markets are to be
found in the British Empire which takes more than a quarter

of her expots.

- The Foreign Trade of the U.K.
A somewhat long—pcriod view of comimercial transforma-
tions may be obtained from an examination of the course of

British trade during three quarters of a century.®
The imports of the United Kingdom from non-Empire

countries have been somewhat sccady In percentage of the rotal

5 A. Bowley: England's Foreign Trade in the Nineteenth Century
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imports. The following table indicates the evolution from

1856 to 1929:

Year Percentage Year Percentage
1856 73- 1 1901 798
1871 780 1913 751
1881 769 1929 738
1891 772

Nearly 75 per cent of the United Kingdom's total imports
came from foreign countries. This percentage may be taken to
have been more or less constant, the fluctuations being rather
slight.

British imports from the Empire and the non-Empire
countries from 1931 to 1936 are shown in percentage as

follows: ¢

Year Empire Non-Empire Total

" 1931 287 753 100
1932 355 645 100
1933 369 231 100
1934 37t 2°9 foo
193 376 624 100
193 : 392 608 100

The percentage of Empire trade in the British imports has
increased from 28'7 to 392 while that of the non-Empire trade
declined from 71-3 to 60°8.

As for exports from U K. the share of the fureign countries
can be seen below from 1856 to 1929:

{London, 19og), Some Economic Consequences of the War (London, 1930);
Stavistical Abstract for the United Kingdom (London, 1934), pp. 348-349:
B. K. Sarkac:  Imperial Preference vis-d-vis World Economy (Calcutta, 1934),
p. 121; Britain in Recovery (London, 1938, Economic Saence and Statistics
Section of the British Association); H. Clay: “The Place of Exports in
Brdsh Industry  After the War® (Ecomomic Jowrnal, London, June-
Scptember, 1942). .
6 Report on International Trade (PEP, London, May, 1937), p. 248

36
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Year Percentage Year Percentage
1856 712 gor ¢ 62:4
1871 77°0 1913 62-8
18%1 663 1929 590
1891 652

The trend of exports to non-Empire countries is towards a
decline in percentage from 712 in 1856 to 590 in 1g29. In
other words, British exports have been on the increase to the
Empire countries. The percentage increased from nearly 29 in
1856 to 41 in 1929. The Empireward advance of exports is
then a fact of the evolution of some seventy-five years.

The trend of British exports to Empite and non Empire
countries from 1931 to 1936 may be seen below in percentages:

Year ‘ Empire Non-Empire .~ Total
1931 437 563 100
1932 453 54'7 100
1933 444 556 100
1934 409 531 too
1935 4o 528 100
1936 492 518 100

The percehtage of British exports to Empire countries in-
creased from 437 in 1931 to 492 in 1936 while that to non-
Empite countries declined from 563 to 51-8. Imperial Pre-
ference may be said to have made itself felc.

The Foreign Trade of India

The imports of India” from non-Empire countries during
the pre-1g13 quinquennium constituted 303 per cent. of the
total imports.  For the period 1919-23 the percentage was 34°8.

India’s dependencc on non-Empire countries was mcntionably

7 Review of the Trade of India (Delhi), 1928-29, p. 171, 1938-39, p. 190;
B. K. Sarkar; “II Movimento industriale e commerciale dell'India ed i suoi
rapporti. internazionali” (Commercio, Rome, June 1931).
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larger at this date. Political ties as a member of the Empire
could not prevent expansion of this dependence.

During 1938-39 this dependence on non-Empire countries
rose still higher, up to 41°9 per cent (from 30°3 per cent of 1913,
be it emphasized).

The pre-1913 average of India’s exports to non-Empire
countries in percentage of total Indian exports was 589. The
same percentage during the 1919-23 period was 586, L.,
almost identical with the previous. The percentage declined to
464 during 1938-39. (Chapter III, the section on “Indian
Industrialism during World-War II,” Ch. V., the section on
“India’s Industrial Autarchy™).

In regard to commercial relations one cannot, then, trust
to war-psychology or diplomatic contacts for the establishment
of any desired or particular direction, at any rate, for a long
period. ‘The international trade contacts establish themselves,
generally speaking, on non-war and non-political considerations.
In order to produce a desirable result one is required to culti-
vate a conscious and goalful commercial policy. And the work-
ing of this policy necessitates careful watching of business from
month to month. The business realist can often afford to cul-

tivate indifference to political or international ideologies.

Trade Realities vis-a-vis War Ambitions

The experiences from World-War I (1914-18) are, then,
rather curious.

The sum-total of changes or transformations that take place
during“a war is, in general, very modest, rather insignificant.
At the end of a war the world starts, so to say, as if the war
did not exist.  War-enthusiasms, war-idealisms, war-hatreds,
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war illusions and warschemes may not endure. Post-war
changes are almost invariably generated by non-belligerent con-
siderations. They may, to a certain extent, be regarded as the
aftermath of the war, But, as a rule, it is “‘business” and not
“politics” that in the last apalysis rules the world-economy,
taken in a broad sense (Pp. ¢8-101).

In the instance referred to, technocratic changes of a tre-
mendous character constituted, however, the most dramatic
events. Every war is organically associated with inventions in
tools implements, and machineries. Drastic changes in social
(labour) legxslatlon were also some of the characteristic features.
But even in both these fields the start, already made at 1913,
might have explained,—without a war,—many of the pheno-
mena of the world-economy ac 1925. This 1s, undoubtedly, an
extreme position and need not be stressed but cannot by any
means be overlooked. '

But it is implied that, on statistical and inductive con-
siderations, economists ought as a rule to fight shy of employing
the category, “revolution,” while describing the transforma-
tions in the economic pattern. The processés in the transfor-
mation appear on a somewhat longer view,—say, a half-
generation-long survey,—generally speaking, to be rather slow
and gradual. In economic curves, realistic as they are, the
short-period revolutionary phases may be nearly ignored.

The period 1927-‘31 witnessed two economic phases. The
first was the economic boom which reached its zenith in 1929.
The second was the world-economic depression 1930-32.  The
period 1932-36 saw the nadir of depression in 1932. The next
four years 1933-36 were years of new economic policies in every
country. They comprised trade agteements as well as currency
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manipulations of all sorts. It is these economic policies that
mainly account for the changes in the cxport-lmport propor-
tions indicated above.

These policies were chiefly protectionist. They were
generally undertaken to combat unemployment.’® Economists
and statesmen referred to them as attempts at economic
autarchy, swaraj or self-sufficiency in diverse forms or doses.
Imperial Preference was comprehensively adopted for the
British Empire as well as the French Empire (1932-34). Ger-
many adopted national-socialism as her economico-political and
socio-economic creed. Her industrial and commercial manifesto
was that of the four—yezar-plan (1933-36). The alleged Anglo-
French and German autarchies or “‘swadeshi movements”
were then substantially well lodged in the wortld-economy.

The five-year period previous to September, 1939,—the
commencement of the present war,—may be taken as the
petiod of preparation for it. But even during this period neither
the allies or enemies of the last war nor the prospective enemies
or allies of the war to come behaved in a specially mentionable,—
te., friendly or unfriendly,—manner, so far as factual exports
and imports are concerned. This is the objective verdict of
international statistics.

The changes in the directions of trade between region and
region during 1933-39 cannot be trcated as, on the whole,
unsubstantial, although not very considerable. But they have

8 B. K. Sarkar: Indian Currency and Reserve Bank Problems (Calcutta,
1934). pp. 75-84; Economic Development, Vol. 11 (Calcutta, 1938), chapter on
“The World-Crisis in its Bearing on the Regions of the Second and the First
Industrial Revolutions;” M. S. Gordon:  Barriers to World-Trade (New
York, 1941); K. E. Poole: German Financial Policies 1932-1939 (Harvard
Economic Studies 1939), pp. 94-101
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been directly promoted,—in a deliberate manner,—by the com-
mercial policies adopted by cach region. In every instance the
primary motive was economic,—ithe promotion of the agrar-
industrial strength on as diverse fronts aslpossiblc. The pros-
pective or eventual war was also an ingredient in the commer-
aial or political mentality. This tended in each instance to look
for national prosperity on a self-sufficiency basis rather than
according to some inter-allied or international ideal.

It 1s for the shrewd businessman to ascertain,—realistically
from quarter to qua'rtcr,——eto what extent he can depend upon
the war atmosphere and how far his commitments should be
governed by pure economics. Humanly speaking, it should
be extremely rash to generalize about the proportional role of
the two factors,~war and economics,—in the world-economic
developments.

Autarchy in Fact and Specnlation

The objective statistics of exports and imports point but
to one or two very elementary things.

A political friend or military ally is not necessarily the
most worth-while commercial client. Nor is a political rival or
military enemy the worst paying market. A politico-military
interpretation of economics in a monistic, monocratic or deter-
ministic manner tutns out, inductively speaking, to be as un-
warrantable as the Marxist economic interpretation of politics,
military movements or culture. In every instance the attempt
on the part of businessmen has remained, as 4 rule, to find
contacts not with eventual military allies but with persons or
groups that happen to be good paymasters.

National autarchy or self-sufficiency in the economic
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sphere was statistically unknown during this period. The
international or inter-regional trade contacts were as great
factors of the world-economy as during any other period.” For
the present, it is not necessary to go into the historical fluctua-
tions in the volume of international trade from decade to decade.

The ideal of economic autarchy was no doubt prominent
everywhere. But the realizations of this ideal were very limited
and relative. In no significant sense could autarchy be regarded
as a fact of substantial value. (Chapter V., Sections on “Italo-
German  Autarchy” and “‘National Autarchies 1n India”,
pp- 183-187, 212-214).

The absence of autarchy in the different units of the British
Empire may be assessed by a reference to the ratio of “retained
merchandise imports” to “‘net national income.” The pet-
centages of imports to income, as thus defined, were as follows
(imports for 1929, income for 1925-34)."

Imperial units Percentages Imperial units Petrcentages
South Africa 472 Canada 256
New-Zealand . 337 UK. 247
Australia 278 India . 61

The dependence of the Imperial units on foreign imports
in 1929 ranged from 61 per cent (India) to 472 per cent (South
Africa). These differential ratios may be ignored in case the
entire British Empire be envisaged as one economic unit. Thus

9 B. K. Sarkar: “Industrial Planning and Economic Autarchy”
(Calcutts Review, August, 1939). '

10 “Degrees of National and Regional Self-sufficiency” in The Bulletin
of International News (Royal Institute of International Affairs, London, Apil
19, 1941), pp. 475-479- For the general American tradition see the section
on “"Domesuc Commerce of the US." in E. L Bogart: Economic History
of the US.A. (London, 1908), pp. 459-460.
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considered, the British Empire’s dependence on the non-British
world,—and, therefore, its absence of autarchy, was registered
in 1937 by 80 per cent.

The absence of autarchy was an universal phenomenon.
Relatively 5peakin;g, autarchy was enjoyed in 1929 by the ex-
ceptionally large-sized regions. Somewhat low ratios of depen-
dence on foreign imports were exhibited by the following
regions :

Regions Percentages Regions Percentages
. USSR 26 3 India 61
2. China 36 4 USA. .66

With the exception of these “relative” autarchies in the
U.S.S.R., China, India and the U.S.A., the world-economy
was essentially a system of “‘interpendence” or mutual depen-
dence. The ratios of dependence on foreign imports in regard
to certain regions ate indicated below in the perspective of the

UK. and the British Empire:

Regtons Percentages  Regions Percentages
UK. 247 Germany 182
Italy 21°4 Japan 123
France . 183 British Empire 8o

Irf regard to the economics of autarchy it should be ob-
served, in the first place, that it is not necessarily a matk of or
a factor in economic prosperity. In the second place, in case 1t
be regarded as a factor in military-political strength the British-
Empire with its 8 per cent dependence on foreign imports was,
humanly speaking, normally in the most solid position in 1937.
(See Chapter V. Section on “Foreign Trade in Percentage of
Production™). ‘



CHAPTER VIIL

THE WORLD-ECONOMIC PLANNING FOR TOMORROW

World-Planning: Japanese and German

We shall now indicate some of the lines along which the
economic morphology of the world is likely to be transformed
in post-war years. The category, post-war, is being taken as
cquivalent for certain purposes to the quinquennium 1946-50,
and for others to some two decades down to, say, 1965.

The economic configuration of the two hemispheres, such
as can be reasonably deduced from the statistical study of recent
cconomic evolution, is quite intelligible.  We ger the pattern of
doses of autarchy amalgamated with doses of internationalism.
Post-war reconstruction cannot possibly present us with world-
cmbracing humanism.,

World-economy is not to be understood as toralitanian
cosmopolitanism, which is the common factor in the popular
idcologics of “new order,” “‘world-order’”’ or ‘‘world-federation.”
Nothing more than a number of “‘organized internationalisms™
on the economic plane is, at the present stage of interhuman
relations and developments, conceivable as a system of practical
business questions. These internationalisms are to be under-
stood as more or less independent planetary systems of rhe
commercial world evolving round certain dominant forces. The
existence of a unitary solar system regulating the agncultural,
industrial and commercial activities and insticutions of the two
hemuspheres has to be ruled out of the picture. In the place of
totalitarian world-economy we have to visualize a number of
regional or partial world-economies.

37
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Obviously, the analysis is mixed up with international poli-
tics. World-War IL. has pethaps concluded its first phase with
the u_nconditional surrender of Italy @8 Sept., 1943)- The-
second,—the tougher,—phase is yet to begin. Germany 1s sl
stronger than in 1914. But the atmosphere of milicary,
political, imperialistic and colonial ambitions and rivalries is
once more dominating all economic discussions.

The present author is not keen about political forecasts
bearing on the international plane. Nor has he affiliations with
political parties at home or abroad. But no student of world-
economy can possibly avoid references to politics.  Economic
planning, as has been previously noticed, is not all economics
or technocracy. It is politics to a considerable extent. In the
discussions that follow, the most dispassionate and thoroughly
unsentimental analysis 1s being p;csentéd for purely academic
and scientific purposes. It is not likely to serve political
propaganda on one side or the other.

Each one of the leading belligerents has its own pious wish
in regard to world-order.’ Both the parties are equally
confident of victory. The wishful thinking of each power is
integrally associated with its own triumph in the war.

The pious wish of Japan has to a certain extent been rea-
lized on account of her fnilitaljy-naval-aerial conquests since 7
December 1941. She 15 still 1n possession of the Philippines,
Dutch New Guinea, Bismarck Archipelago (Australian), Indo-

nesia from one end to the other, Malaya and Burma. She

1 Details are to be scen in B. K. Sarkar: Pol. Phil. Since 1905, Val. II,
Part IL. Ch. iv, Idcas and Ideals of International Relations (see Amery, Barker,
Cripps. Gerig, Goring, Hishida, Ishimaru, Konoye, Matsuoka, Molotov:
Reithinger, Schacht, Seton-Watson, Tanaka, Tojo, Yag).
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possesses the command of Indo-China (French) and is in alliance
with or dictator to Thailand. Last but not least, Japan enjoys
or commands the co-operation of the Chinese republic under the
Nanking regime. Besides, Japanese predominance in Man-
choukuo and imperial rule in Korea are the economico-political
realities since pre-1g41 times. The enormous mining, indus-
trial, forest and agricultural resources of all these territories arc
being developed and their man-power equipped and orgahizcd by
Japan to meet the requirements of the perhaps more strenuous
half of the present war. Exports and imports between these
regions as well as those of each with Japan are being regulated,
controlled and rationalized with a view to the Japanese war-
strategy. The currencies of each economic zone are being
managed and stabilized on the yen-basis. Japanese East Asia
(comprising South-east Asia and South-west Pacific) is function-
ing in a co-ordinated manner. Objectively speaking, it is
already a counterpart of the British Empire or Commonwealth
~ of Nations. »

Japan expects that at the end of the war, say, by 1946, this
Japanese ““co-prosperity sphere” or Japanese Commonwealth of
Nations will be treated as a colleague by the British, American,
French and other empires. It is England and her British
Empire that have taught Japan modernism in imperialistic ins-
titutions and phraseologies. Certain doses of elementary pri-
vileges, liberties or rights are granted by British masters, as is
well-known, to their subjects in the two hemispheres. Japan is
modernist enough to be able to grant such freedoms to her
possessions in the tole of a “protector,” “‘trustee,” “‘guardian’
or guarantor of peace. A Pax Japanica can then function as an
ally of Pax Britannica in regard to the policing of the world and
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the guardianship of the “four freedoms”, nay, of the thousand

_and one freedoms for mankind. In case Japan finds herself con-
firmed 1n this status of the undisputed tuler of her co-prosperity
sphere, she may not have any objection to granting the kind of
“open door” in these East-Asian territories to any and every
body such as the British peoplc, fortified by imperial prcference,
is alleged to be granting to non-British powers and nationals in
India, Ceylon, Australia, New-Zealand, Canada. South Africa
and elsewhere.

The wortld-order of the German pattern belongs likewise
no longer to the realm of wishful thinking. A Pan-Europa
under German domination has been factually functioning since
the fall of France in June 1940.° For three years there is not
an economic resource in the European continent from the Atlan-
tic on the west to the neighbourhoods of Russian Leningrad,
Smolensk, Khatkov, Taganrog and Novorossisk which has not
been mobilized undet German command. Virtually all the
European currencies have been linked up with the Reichsmark
and the rates of exchange manipulated in consonance with the
foreign trade exigencies of the German war-economy. The
system of bartering goods against goods, primitive and medieval
as it s, had been re-introduced by Germany and Russia on a
large-scale in pre-1939 years. The acculturation of Pan-

2 Some idea of Germanized Europe from non-German sources may
be obtained in R. Worsley:  Ewrope vs. America (London, 1942).

The other side of the shield may be seen in P. Einzig: “A Plan for
Germany's Economic Disarmament”  (Economic  Jowrnal, London, June-
September (1942). In E. Wagemann’s Ler neue Balkan (Hamburg, 1939) as
in Reithinger’s Das wirtschaftliche Gesicht Europas (Stuttgart, 1936) are dis-
cussed in derail the methods by which the Balkap Complex may be enabled
to function as the agricultural base for Germany’s industry and food supply.
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Europa to this pattern of international trade, which fights
shy of currency and exchange rates, was something  like
an accomplished fact on the eve of World-War 11 (Sept
1939). The European Empire of Germany has been ulizing
this barter-economy as a tremendous god-send. Incidentally it
may be observed that it has been found to be quite a valuable -
precedent for the introduction of the lease-lend methodology in
America’s foreign trade transactions.

This europiische Nenordnung (European new order) is the
German people’s reply to the British imperial possessions in the
four quarters of the globe. Gcrmany, it should appcar, 1s pre-
pared to let England alone in her colonies, dependencies and
protectorates 1n case she herself be granted a laissez-faire or a
free-hand with her possessions in Europe. The European Em-
pire or Commonwealth of Nations under German dictatorship,
trusteeship or guardianship furnishes the “‘balancing” or coun-
terpoise to the Asian, African, nay, global world-domination
under British auspices. England knows how to keep her posses-
sions at an economic and cultural “lag” of two generations
or more vis-d-vis her own industrial, technocratic and
scientific might.  This sort of wortld-rationalization is not un-
congenial to the German spirit, accustomed as it is to the
Nordicism of Spenglet’s Der Mensch und die Technik
(Munich, 1931).  Germany, as ruler of Pan-Europa, will know
how to keep certain regions in the Balkan Complex and Russia
cternally agrarian, and certain regions in Western and Southern
Europe semi-industrial and so forth.  As dictator of such a trus-
teeship or guardian of such an industrial and social peace on the
European continent, Germany expects England and America to
be satished with cheir own brands of world-order. It is not
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clear as yet as to what German reactions are to the already es-
tablished Japanese Commonwealth of Nations in the “East
Asian co-prosperity sphere.” In spite of military alliance for
the purpose of World-War II. Germany may not happen to be
friendly to this Japanese expansion in the American, British
and Dutch Empires. But the world-economy at the
present moment has to visualize a Pax Germanica along wich a
Pax-Japanica as colleagues or rivals de facto to Pax Britannica
and Pax Americana.

" Sovietic World-Planification

- The Sovietic ideology of world-planification is universally
known.® It is nothing other than a communist international.
Communism is the socio-economic foundation of every state in
this plan. (Chapter IV). The withdrawal of armies, navies
and airfleets from colonies and dependencies by all empires is
the sine-qua-non of this system in world-planning. So far as
Russtan imperialism in foreign territories is concerned, it was
liquidated in November 1917 when Lenin withdrew the Czarist
consular guards from China, Afghanistan and Iran. But the
bourgeois empire-holders were too powerful for Lenin. He was,
therefore, compelled to renounce his patronage of or association
with the movements directed by Soviet Russia with the obiect
of emancipating subject nationalities from foreign rule. The
Genoa Conference of 1922 is to be regarded as the grave-yard
of direct and open liaison of Soviet Russia with the nationalistic

3 ] Stalin:  Marxism and the National and Colonial Q;mmm (New
York). See also W. Carroll: “We're in this with Russia (Boston, 1942), ch.
on “Russia and Revolution,” pp. 237-244.
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revolutionary activities or patriotic movements of the subject
or colonial peoples in Asia and Africa.

The status quo 1s ‘being maintained by Stalin until today.
It is questionable if 1t is possible for him to break the ice 1n post-
war years. He has no doubt achieved some- mentionable
victorics. But his glorious Battle of Stalingrad (December, 1942)
is perhaps not enough to raise Soviet Russia to the status of
politico-cultural equality either with the Anglo-American
empire—holdcrs or with Germany. For all practical purposes,
then, Soviet Russia can hardly have a voice in world
planning  during 1946-50. In case German armies con-
tinue to opetate on Russian soil when the war comes
to an end Soviet Russia is not likely to have an honour-
able place at the peace-table. There she has every prospect
of being treated as a conquered territory. England and America
can’ very easly appear to the world as her deliverers.
She will have to be satished with whatever she can get from
the conjuncture of circumstances. An active and creative con-
trol over the world’s destiny she can, then, by no means exercise
in the near future. Besides, the Anglo-Soviet Treary of 1941
binds Stahn down and immobilizes or neutralizes him in the
same manner as the Genoa Conference of 1922 neutralized Lenin.

In the second week of September 1943 large slices of Russian
territory are being recovered from Germany by Soviet Russia.
German troops are evidently withdrawing, But neither the
Anglo-American experts nor neutral observers like Turkey and
Sweden appear to see in this withdrawal any definite signs of
Germany's military-aertal weakness or exhaustion. Soviet.
Russia’s achievements are being watched, —perhaps hyper-

critically,wby all and sundry.
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During the second phase of World-War 1II. Soviet Russia

g mtlltary triumphs.

In that situation she can pose in an entirely different setting to

may, however, still achieve epoch-makin

Germany as much as to the Anglo-American bloc. The total
international complex will then be in a meltng pot. Be this
as it may, the post-war years are likely to be attended with com-
munistic revolutions,—although with slight chances of
success,—in vanquished territories. Sympathetic revolutions
of socialistic or communistic type 'may become  contagious
among neighbours. Under such conditions Soviet Russia is likely
to have a chance,—temporarily and sporadically perhaps,—
to operate once more as the leader of international communism
throughout the world. The formal and official abolition of the
Communist International (May 1943) cannot prevent her from
factually inspiring su;h movements and activities of com-

munism in favourable milienx.

British World-TmsreAeism

The world-order, of which diverse interprctations have
been forthcoming among British statesmen, economists and
other ntellectuals, is typologically in the main but a British
Empire wnt large." The category, “‘commonwealth of nations”,
is 1o a certain extent being replaced by or enriched with the
new but really old Burkean category, “tmsteeship”, as
a  description for the imperial ~ wotld-domination.  On

4 An Iulian view of the expansion of England may be seen in C.
Scarfoglio: England and the Centinent (London, 193g). Sec World Order
DLapers, a series of pamphlets issued by the Royal Institure of International
Affars  (London, 1939-40).  Horsfall's pamphlet is  anti-German while

Beveridge’s paper maintains thae a federation without Germany would be
but another provocation.
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the whole, the new world-order of British imperialists,
comérising as they do all ranks and denominations of
labour leaders and socialists (excluding perhaps genuine com-
munists), has its sheet anchor or centre of gravity'in the Brtish
Empire as it has been and continues to be. The British expec-
tations may be conceived, in the first place, to be that this
Empire will expand n Africa as well as Asia. New dependen-
cies, colonics or prozectorates similar to India, Ceylon etc. are
expected to contribute to the territorial and demographic expan-
sion of the British Empire as the definite result of the present
war. A situation like this is quite conceivable in case Germany
and Japan can be thoroughly crushed on land, at sea and in the
air.  Acqusitions are normal in British war-tradition.

Apart from these territorial acquisitions there is in British
wishful thinking, secondly, the idea that a large number of
small states, sovereign or semi-sovereign, in. the two hemis-
pheres will voluntarily ger themselves affiliated to the British
Empire. Such affiliations can take place by tariff legislation and
currency linking. Be it observed that the mucuality of prefer-
ence n tariffs becween the factual British Empire and certain
non-British states is evidently a question of practical politics.
The consolidation and expansion of a Sterlingaria in post-wat
as in pre-war years belong likewise to the normal course of
world-economic developments.

In the third place, the formal abolition of extra-territonality
in China® is creating a situation in world-finance to which appro-

5 Sce the “End of Exwma-ternitoriality in China” (Bulletin of Inter-
national Neuws, London, January 23, 1943) and “The Internatonal Fetters of
Young China” in B. K. Sarkar: The Soclology of Races Cultures and Human
Progress (Calcutta, 1939). '

38
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priate management will have to be employed by the British
Empire. Japan has rendered the Anglo-American domination
of China, temporarily perhaps, a thing of the past. But China
15 like Iran, Turkey, the Balkan Complex, Poland, African
colonies, and Latin America one of the numerous undeveloped
and finance-hungry territories of the world. The exponents of
British world-order are determined to see to it that none of these
backward regions be monopolized for the purpose of trade and
finance by any rival or potentially inimical empire-holders, say,
the Japanese or German, and, nay, American. This is the
meaning of the movement in the United Kingdom to promotc
alleged international investments 1n needy economic zones.
The plan for the establishment of so-called “open doors” in
China, Africa, Latin America and so forth 1s tantamount to the
project for the perpetuation of the British status-quo and the
curtailment or abolition of inconvenient foreign influence 1n
these areas. Extra-territoriality may have been abolished dejure
in China as in Turkey and other areas. But de facto extra-terr-
toriality of diverse denominations will have to be maintatned in
diverse regions in accordance witlr the scheme of British world-
order. This is hard-headed Realpolitik in finance.

Evidently the greatest hindrances to the peaceful manage-
ment of the economically backward regions in such a manuer
as to serve British interests can come, first, from Germany and,
secondly, from Japan even after these powers are crushed in war.
Hence a fourth item in the wishful linking of British world-
planners is the establishment,—no matter what be the name,—
of some sort of a League of Victors under Anglo-American
guardianship. For the period of, say, five years, this League

may be expected to police the world, especially wherever it is
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likely to be affected by German or Japanese germs. The chief
object of such a League can but be to counteract the world-
cconomic trade, tariff and currency measures of Germany and
Japan. This is the fundamental message as much of Gelber's
Peace by Power (London, 1942) as of King-Hall's Total Victary
(New York, 1942), both British publications. '

British statesmanship and economic thought are too realis-
tic to indulge 1 wild schemes of a world-state or the global fede-
ration of equal nations. The British Empire,—consolidated,
enlarged and rationalized, dispensing Pax Britannica to the sub-
ject peoples and administering concessions or favours to non-
British states,—is the centrepiece in every scheme of British
world-planning. England respects Germany for her industry,
culeure and character, and may be ready to utilize her as the bul-
watk of Eur-America against Bolshevik Russia. But the only
place that England can afford to give Germany in the Britsh
world-order is that of a first-class subordinate or head-clerk to the
British boss 1n a business office. England’s attitude to Japan 1s
more ot less similar. Indeed, in the “world-orders” conceived by
British mentality, every power, not excluding the American,
must be prepared to play the second fiddle to the British Empire
as the French Empire has been doing since the fall of Napoleon.

Communism. State-capitalism, Sovietism or Bolshevism
would remain the chief target of British social policy 1n post-
war years as 1t has always been. In 1922 Lenin was compelled
by British diplomacy to dissociate the Third International or
Comintern from the Foreign Office of Soviet Russia. In 1943
Stalin has been forced by Anglo-American overtures to formally
disband the Comintern, i.e. to renounce interfering with che
communist parties or activities in foreign countries. At the
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British Labour Party Conference held in June 1943 the Com-
munist Party has been asked by Labour Leader Morrison
to dissolve itself and work loyally with the labour movement.
The blue print of post-war British socialism is perfectly clear.

American Imperialism and the British Empire

‘As an empire-holder the United States happens to be a
raw youngster. But her imperialism, especially of the finance- )
capitalistic type, has been advancing at palpable speed since
the conquest of the Philippines from Spain in 189g8. During
the twentieth century her chief plank in world-planning has
consisted in the organization of an anti-Japanese front. The,
establishment of pro-American groups among the intellectuals
and businessmen of China has been America’s greatest modus
operandi in her campaign against Japan. Her second great
plank in world-order has been the Monroe Doctrine in regard
to the New Hemisphere. The Pan-American Conference at
Habana (Cuba) in 1940 may be regarded as a convenient land-
mark in the establishment of the U.S. hegemony in the two
Americas. Her principal concern 1s to exclude not only
European but Japanese influence from Latin America. To what
extent this exclusion is feasible, especially in view of her own
financial and other commitments in Africa, Asia and Europe,
is another question. But this must be recognized as a funda-
mental item 1n the world-order ideology of the U.S.A.

During  1942-43 American  soldiers,—among whom
Negroes constitute a substantial proportion,—have been operat-
ing in Africa, India and other parts of Asia. These are lands
inhabited by non-white races. American colour-prejudice of
the albinocratic type is being intensified by residence in African
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and Asian milienx. Imperialism and colonialism are thereby
being newly fostered as well as multiplied. The tmpacts of
such chauvinism or domineering spirit on American world-order
ideologics are likely to be prejudicial to freedom and democracy.

Be it observed that the highest flights of idealism® among
American exponents of world-order fail to imagine the emanci-
pation of a single Asian or African people from a European or
American empire. In the political field American world-order
is virtually an echo of British world-order. It is interested, as
one can casily see from Streit’s Union Now (New York, 1939)
and Holcombe's Dependent Areas in the Post-War World
(Boston, 1941), in the perpetuation of the imperialistic status
quo throughout the world. The jealousies between Americans
and Britons operating in Africa and Asia, as well as the avoid-
ance of soctal contacts between them are certain new realities of
the tncer-racial pattern as manifest since 1942. But America’s
anu-African and anti-Asian animus are not modified thereby.
It is quite in tune with British imperialism. (But sce, infra,
“Asia for Astans in American Ideology™).

In the international economy of the post-war quinquennium
(say, 1946-50) America’s position vis-d-vis Britain’s will be
similar to chat dunng 1919-23.  The-then problem of inter-
ally debts is likely to repeat itself to some extent. In order to

6 Commission to study. the Organization of Peace: Preliminary Report
and Monographs (International Cenciliation, New York, April 1941).

American imperialism may be studied in P. T. Moon: Imperialism and
World-Politics (New York, 1926), H. Barnes: History of Western Civilization
(New York, 1935) Vol I, and T. N. Das: Foreign Policy in the Far East
(New York, 1936). .

Some touches of American “liberalism™ may be found in The Aulantic
Charter and Africa from an American Standpoint (Commitiee on Africa, the
War and Peace Aims, New York, 1942).
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avoid the question of monetary transfers America has taken
recourse to barter of the lease-lend type. But the pattern is not
yet-clear, for instance, in regard to India’s financial responsibili-
ties and tisks arising from the acceptance of American goods
on this basis. There is the shrewd suspicion that in return
post-war India may be compelled to supply raw produce to the
U.S. and remain predominantly agricultural for a rather long
term. India’s industrialization may thereby be considerably
retarded and crippled.

Finally, the chances of a financial tug of war between
England and America are quite palpable. Conflicts over invest-
ments may arise not only in Latin America and Africa but in
Asta and Europe as well. America’s struggle for world-domi-
nation in post-war years is envisaged by Burnham in The
Managerial Revolution (New York, 1941) on account of the
Pan-Amcrican policy of Roosevelt as well as the acquisition of
naval bases in the Atlantic.

In the address at Guildhall, London, on June 30, 1943,
Premier Churchill described, among other things, the United
States as a country “‘whose power arouscs no fear, whose pre-
eminence excttes no jealousy in British bosoms.”  But he teferred
at the same time also to the “many light wayward spirits in
both countries who show themselves by word or action” in-
different to the need of Anglo-American harmony. Evidently
many Americans and Britons are jealous of onc another and
there may be fear of American domination lurking inBritish
bosoms. Mankind, afeer all, 1s “‘human, all too human.”

No doubt can be felt on this point when one comes into
contact with popular observations as, for instance, those in

Hulton’s “National Weekly”, Picture Post (London). Writing
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in the issue of March 13, 1943 Edward Hulton said i the
article entitled “A New Foreign Policy” as follows: “Britain
has not got a common policy with the U.S.A., and our rival
French leaders are an example of this. Neither have we got a
proper understanding with Joseph Stalin.  Stalin makes no secret
of this in his constant complaints about the absence of a second
front. China, the future mistress of Eastern Asia, we are sull
not treating with enough respect.”

The international solidarities of war-time allies may there-
fore be ignored by students of world-politics and the equations
of world-economy. The réle of America as the virtual “‘senior
partner” or dictator of the allies in the second phase of Werld-
War 11 is likely to leave a not very pleasant souvenir with them
for post-war years. The world of men and women ought to be
comprehended in a human way. (Infra, “Unitas and Bancor”,

p. 310).

“Asia for Asians” in American Ideology

Something like a world-order ideology is held in solurion
in the slogan, “‘Asia for Asians’." This is the Asian Monroe
Doctrine  vis-a-vis Eur-America. The American Monroc
Doctrine for the two Americas is backed by an army, navy and
arforce.  But the Asian Monroe Doctrine is not?® It has, there-
fore, failed to arrest much attention among non-Asian exponents
of world-order. Japanese co-prosperity sphere in East Asia may
not be tantamount to a genuine Asia for Astans.” It may turn
out to be a Japanification of East Asia like the Americanization,
Frenchification, Anglicization, etc. of the diverse parts of the ‘

7 B. K. Sarkar:  Poltical Pbilosophies Since 1905 Vol I Part I
(Lahore, 1942) ch. i, pp. 456-485.
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world. The wotld-cconomic ideas, if any, of an Asia for Asians
plan cannot therefore belong to the realms of realistic economics
for the time being.

It should be pointed out that heterodox and untraditional
views on wotld-planning are not altogether unknown in
American ideology. The anti-impenalistic works of Moon,
Barnes and others are wellknown. Even during World-War 11
American liberalism 1s in evidence. It so happens that certain
strands of American thought are interesting themselves in the
doctrine of Asia for Asians,—for instance, in the editorials
of the Saturday Evening Post (New York). On March 12,
1942 this journal observed as follows:

“Edgar Snow asks whether the United Nations can hope
to defeat Japan unless we have' the native peoples of Asia whole-
heartedly on our side. The price of their help. he says, 1s their
liberty. That would mean the end of the white man’s imperia-
lism 1n Asia, but that is ended anyway, he believes.”

““The American people have had a hard lesson in geography
in the past three months,” said he further; “They have learned,
and 1n a way they will remember, where their rubber, tin, silk,
tea and spices came from. They have learned abruptly that the
Asiatic 1s not an inferior fighting man, because we have seen
what the Japanese can do against us, what the Filipino and the
Chinese can-do for us.”

The editorial went on: “There is another lesson yet
unnlearned, one which Mr. Snow is teaching out of a firsthand
knowledge of Asia as intimate as that of any living American.
The lesson is that the curtain fell on December seventh 1g41
upon a two-century era in Asia; dropped ﬁnally, regardless of
the outcome of this war. From 1700 or thereabouts to 1941
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the white man, the pukka sabib, dominated much of Asia,
dealing with the natives as inferior and subject people. This
white man’s Asia has had a great fall, and all our men and all
our planes cannot put Humpty Dumpty together again, even
if we wished.

“This is a fact the American people must face in the midst
of war, so that they may understand what we are hghting for
i the Pacific. We are fighting first of all to defeat the Japanese,
of course, because Japan has stepped into the white man’s shoes
with a vengeance and is creating a huge Asiatic empire which
directly threatens all America, Australia and New Zealand.
Whipping Japan, then, 1s our immediate objective in the
Pacific. )

“But what of 