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PUBLISHER'S NOTE 

In this short pamphlet. S. A. Dange, Chairman of the 
Communist Partv of India, deals with the radical economic 
policies advc:ica~d by Dr Dhananjay Ramchandra Gadgil. 
Tributes_ have been paid to him from the press and plat­
form by all sorts of people who while be was alive not only 
oot appreciated his suggestions for improving the lot of the 
underdog but opposed them tooth and nail and hounded 
him out of. the Planning . Commission. We are sure his 
radk.aJ ideas would be cherished and fought .for by the 
progressive forces in our country. The working class bas a 
special reason to be grateful to him for his work in the 
Bombay Textile Enquiry Committee in 1937-40 when he 
exposed the false balancesheets submitted by the mill­
owners In order to cheat the workers of their dues. . 

Dr Cadgil was born on 10 April 1901 at Nasik. He was 
educated at Nagpur and studied at the Queens College, 
Cambridge.. · 

Starting as a teacher, be later toolc up service in 1924-25 
in the finance department of Bombay government. Then 
he was p9ncipal of MTB College in Surat up to 1930. 

He has ·ken associated with the Cokhale Institute of 
Politics and Economics from 1930, first as Director and 
after .1966 as Professor Emeritus. 
. A towering personality among intellectuals, be di$tin· 
guisbed himself as an economist and educationist and was 
connected with various public bodies-Agricultural Finance 
Subcommittee .{~944-45). Commodities Prices Board (1947); 
National Income Committee (1950-52), UN Group oa 
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Development of Underdeveloped Countries (1951 ), Rural 
Credit Survey (1951-54), International Institute of Pacific 
Relations (1950-54), Bombay State Federation of Coopera­
tive Sugar Factories (1956-59), etc. 

He was associated with the Maharashtra State Coopera­
tive Bank, State Bank of India, Agricultural Refinance 
Corporation, National Federation of Sugar Factories, 
National Cooperative Union, Board of Trade, National Co­
operative Development Corporation, International Institute 
of Labour Studies and Planning Commission. 

He has left behind a 1ich heritage of some 30 odd 
publications and innumerable notes and speeches before 
learned bodies. Even what would normally be dismissed as 
random thoughts carelessly spoken, in his case would 
demand study because .they were the flashes of his genius. 

In 1966 he was nominated to the Rajya Sabha, but he 
resigned his seat to become the Deputy Chairman of the 
Planning Commission on 1 September 1967. 

'11/hat he had taken up with enthusiasm and hope to set 
the country on !!Je path of progress and economic stability 
proved his Waterloo. After stubbornly fighting the machi­
nations of the monopolies and the intrigues and sabotage 
of the ruling party for three years he at last came to the 
conclusion that he could do no good and so he resigned and 
left Delhi. 

This indeed proved his last journey. His stout heart gave 
way at 11.05 a.m. on 3 Mav 1971 when the Frontier Mail 
was nearing Bombay. . · 

Gadgil was not a man of action, he has no prison sen­
tences to his credit. All the same he was what Dange calls 
him a revolutionary democrat-and in his own special field 
he held quite advanced views, which made him most nn· 
popular in the rich sophisticated circles. The PPH is proud 
to publish this short account of his economic thought as a 
tribute to him. 



INTRODUCTION 

On this day, one month ago, D. R. Gadgil died on his 
way to Poona. The autocrats of Delhi could not stomach 
this intellectual crusader against monopoly capitalism in the 
planning chiefs chair. He hac! to resign. He was returning 
to his institute when he got a heart attack in the train and 
died on the way. His wife was with him. · 

I came to know Gaclgil in 1936 when, after· my release 
from ·a long imprisonment, I went to Poona to take some 
rest· and also work on my history project. In that connection 
I used to visit the Servants of India Society Library. I was 
introduced there to the company of Gadgil; V aze and others 
by N. M. Joshi. 

Gad gil used to deliver talks in· the society on the subject 
of ·economics which I sometimes attended: But mostly I 
used to meet him at the afternoon tea-table. The lectures 
struck me as being rather unusual in their logic. Bitt Gadgil. 



2 GADGn. AND THE ECONOMICS 

after building the premises of the theme, would many a time 
drop the inevitable and unavoidable conclusion and side­
track it into many other variants. If he stuck to the unavoid­
able conclusion, ·he would be arriving at a line nearer to 
scientific socialism than bourgeois economics. 

When I would confront him at the tea-table with this 
~iew and ask him what prevented him from crossing 
that line, he would fold his hands in the characteristic 
Marathi way, saying, "I am comfortable where I am. Cross-
1ng the line is for people like you. It is not for me.~ 

And yet he was not an idle thinker. He used to participate 
in movements affecting the peasant interests, land question.. 
cooperative development, linguistic reorganisation of states 
and so on. He would argue fearlessly and furio'usly. But 
he had decided for himself not to join any "active politics". 

We had an opportunity to sit together again in 1937, 
when he was appointed a member of the Bombay Textile 
Enquiry Committee. The textile workers, under the leader­
ship of the Bombay Girni Kamgar Union, were agitating 
for increase in wages which had been cut during the 
depression of 1930s to the extent of over 25 per cent. The 
millowners pleaded that they were still making losses and 
could pay nothing. In my evidence before the committee, I 
pressed for a thorough scrutiny of the finances of the mills 
which, I said, were hiding their profits. 

Gadgil took up the question. To his surprise, he found 
that the mills were showing fraudulent losses by manipu­
lating speculative transactions in cotton. Gadgil scrutinised 

- the financial dealings of every mill and showed that the mill 
industry had niade profits enough to restore the wage-cut. 
It was dul! to his efforts that the committee, presided over 
by Jairamdas Daulatrani, gave us an increase of 25 per 
cent. The millowners' representative on the committee could 
not dislodge Gadgil from his position. And it was mainly 
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due to his deep study that the other members also saw 
the justice of our demands. 

Gadgil was well known as an economist and educationist. 
But the real Gadgil is ne\·er taught to students nor is he 
properly represented before the people. 

His writings have not drawn "political notice'' from poli­
tical parties and young revolutionarv thinkers of Indian 
economy because many a time he used a very deceptive 
garb of abstruse terms to convey his real ideas. But when 
he was forced to speak out his mind ·on the question of 
planning and reshaping of the Indian economy, he could 
not hide his real soul, though he tried much. 

He could not then avoid talking straightawav against 
monopoly capitalism, the need for class outlook, the neces­
sity of a party of social revolution, the hureaucracv and 
monopoly capital as the main enemy of growth and true 
democrac~·· He then did not hesitate to expose the ruling 
classes and their robbery of the people and national ceo­
nom~· in all its nakedness. The student, the peasant, the 
unemploved, the intelligentsia and all had their sufferings 
traced to that fountainhead of poison that is monopoly 
capital and the powers that served it. In spite of his stde, 
the burning lire of his wrath and the heavv blows of his 
intellectual hammer and sarcasm came out fully in his notes 
to the Planning Commission. 

He had no certaintv that he would be heard. But he 
still wanted to try. And hence he agreed to head the Plan­
ning Commission. But monopoly capital throttled his voice 
as he had predicted. 

I thought of summarising Gadgil's notes in this hooklet 
for manv reasons. But I know I have not been able to do 
justice t~ the task fully and cover all his writings and stuck 
Gadgil in evolution. I have concentrated attention on i11e 
last and final phase of his thinking. 

Gadgil was what we call a bourgeois economist to begin 
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with. But historical experience changed him. He then -re­
fused to hold, like the official vulgar economists, to the 
apron strings of the bankrupt theory of bourgeois economics. 
No doubt Gadgil used many tools of Kevnes, Joan Robinson 
and such others. But none of them had exposed monopoly 
capital as Gadgil had done. Gadgil was essentially dealing 
with the econoniics of a developing country, ltidia, that had 
just rome out of the political-military clutches of capitalist 
imperialism. AS such he dealt with th!'ory to solve India~s 
problem. And he found that attack on monopoly capital 
was the king-pin of the whole situation-a conclusion which 
none of the celebrated · economists• have put forward so 
clearly and persistently. . 

Gadgil, after having found the main enemy, also shows 
its· allies, its tools and instruments and the way the enemy 
sneaks into· all pores of the national economy and sucks it 
to· fatten 'itself. 

And hence he has to deaf with ihe question of state, 
bureaucracy, foreign capital, prices, market, land reforms, 
wages··and salaries, small and medium industry and so on. 
Gadgil has presented us an integrated j)icture of Indian 
democracy, whP.n a new social revolution will have taken 
place and Indian economy and polit'ics reconstructed after 
the liquidation· of monopoly capital. 

I have not yet named the democracy which Gadgil had 
in his-conception: Neither did he. There are·many variants 
nf . democracv under discussion, not onh• with different 
names, but different content and class co~relations such as 
national democracy, people's deili~cracy and socialist demo-

. cracy and so on .. What we -have at present in India is a 
bourgeois democracy._ . 

But this is a subject which cannot be discussed here. 
This is nOt the place for it because Gadgil never raised 
that. question of finding a new name for hfs conception of 
democracy~ He . only · raised : the question· of· what tlew 
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content to put in place of the present monopolv-bureaucrat 
ridden democracy of India. That new content i~ put before 
the reader in the large number of eKtracts I have given 
here. · 

In my opinion, if you take all the characteristics and 
content of the new socio-political order which Gadgil 
proposes with his ideas of the "socialistic approach" and 
"niiKed economy», you may find thathe is in fact describing 
the content of "revolutionary democracy", which will be 
born only after the overthrow of monopoly capitalism. As 
the thing is there in the subsequent pages, I need net 
spend time on it. · 

I do not insist that everyone accept this nomenclature or 
interpretation of iriine. Young and old students of economics 
can study, assess and accept Gadgil, without being 9bsessed 
by the title I am putting on his system. 

In the recent period, with the growing strength of the 
world socialist system, the weakening of imperialism and 
the wave of successes of the national liberation forces, since 
the end ~f the second world war, the 11ewly-liberated coun: 
tries of Asia, Africa, and Latin America have been throwing 
up new forms of democracies revealing new economic and 
political content suitable to their own economic and political 
correlation of class forces. India also is bound to produce 
its mb new form of democracy after the liquidation of 
monopoly capital. 

Gadgil suggests this just vaguely as tl~e subject in its 
further development was not his immediate objective. 
Hence; we will also reserve this part of the subject to 
another place and occasion. 

Another reason of my summarising Gadgil's notes is that 
it is a matter of pride and pleasure to find how Marxist­
Leninist thinking on the question of monopoly capital and 
the situation as it is developing in the newly-liberated coun­
tries draws independent support from the most established 
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thinkers of economy in the bourgeois world. The powerful 
world socialist system is having its impact on the thinking 
of men like Gadgil. In fact, as is well known, the very con­
cept of planned economy owes its birth to Soviet planned 
economy. · 

It was not an accident that not only Gadgil, but men like 
professors Bettleheim and Lange also contributed to the 
economic thinking in the circles of the Planning Commis­
sion set up by Nehru. But the tragedy is that all of this 
remains only as abstract thinking, which when taken to real 
life, is blown up by the powerfnl death-dealing hand of 
monopoly capital and its myrmidons in state power. Unless 
the working masses make the thinking their own, no force 
can defeat monopoly capital. I hope, if nothing else, this 
·summary will serve to shed light on the innermost thoughts 
and feelings of a good and learned man, a serious thinker 
and friend of the toiling people of our country. 

3 June 1971 
Bombay 

s. A. DANGE 



I 

The death of Dr D. R. Gad gil, the wellknown economist 
and chief of planning in the Government of India, in the 
railway train when he was on his way back home to Poona 
on 3 May 1971, evoked fulsome tributes froni the world of 
the learned and govemniental circles. Everyone said that 
India had lost a great economist. · 

That we have lost a great economist is a fact. But very 
few stated where exactly his greatness lay. 

Only a few days ago, .the Prime Minister had asked 
Gad gil to resign as planning· chief; and only a day before 
his death, she. had reconstituted her government and put 
her new planning chief, C. Subranianiam, in. the cabinet. 

Gad gil was dropped because he was too· angular to fit 
into the. framework of the new cabinet. And secondly 
because he was averse to joining any ministerial set-up. For 
many years he had refused to join the government despite 
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his active participation in the formulation of plan thinking, 
as head of the Panel of Economists, since the Second Five 
Year Plan in 1955. At one time a proposal to make him the 
Finance Minister was being unofficially mooted. But he 
cold-shouldered it and it went to C. D. Deshmukh. 

The removal of Gadgil from the leadership of the Plan- · 
ning Commission was not due to any of his disabilities nor 
was his resignatio~ due to any feeling of frustration on his 
part. When Y. B. Chavan, the Finance Minister, stated in 
an interview in Bombay to the Marathi daily Navakal on 
7 May 1971 that when he met Gadgil, on the eve of his 
departure from Delhi, he did not see .any signs of frustra­
tion or bitterness in him, he was telling the truth. But then 
why had the Finance Minister to go out of his way to give 
such an unusual assurance at all? That it had to be stated 
means there was something in it! 

That something is that Gadgil, though not frustrated, felt 
his line was defeated. Mter four years at the head of the 
Planning Conimission, he came to realise that he could not 
w1n the battle he had been lighting for the last 15 years as 
an economist and thinker of Indian planning and India's 
developing economy. 

What was the battle he was lighting and where did he 
lose it? For a time, he felt he was winning the battle in 
principle at least. ~d hence; after long hesitation, he had 
agreed to head the commission. But he was too honest, too 
realistic and too knowing not to· see that those who seemed 
to agree with him in principle were not taking any rapid 
strides to translat}l,agreement into honest practice. He came 
to feel that, despite bank nationalisation and· such other 
things, the political groupings in power at the centre and 
in the states had stron~ elements in the leadership of 
govemn\ent who would not allow· the vital citadels of 
monopoly capitalism to be really liquidated. The request to 
him to re:Sign and all that followed conlii'Uied what he felt. 
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He bought his ticket for the journey back home,. but did 
not complete it, as if symbolising the fate of India's journey 
on the so-called socialist path of our economy at the hands 
of the ruling gentry. 

It is, therefore, necessary to see what was really great in 
this "great economist". It is necessary for our masses, our 
intelligentsia, to know what he fought for, though all his 
life he never joined any political party and almost hid him­
self in the quiet corner of his institute, unless he was 
dragged out by popular demand to lend his learning to the 
problems of the democratic masses. ' 

I do not want to go into a life-sketch of Gadgil here. 
Here I want to confine myself to his writings on the Plan­
schemes of Indian economy an.d his basic approach to that 
vital question. 

II 

Gadgil was aware of the fact that if the lndian people 
were to overcome the poverty in which the British had left 
them, India must embark 01! .rapid industrialisation and a 
complete overhaul of its agrarian structure. While every 
school of thought agreed on these basic propositions, there 
were very vital and fundamental di!Ferences on the ques-
tions of where to begin and how to begin. -

The perspectives of the Second Five Year Plan, as were 
opened up by Nehru after the frustrating experience of the 
post-war period and the First Five Year Plan, and some of 
the new faces he saw in the economist group led Gadgil to 
agree to participate in the work of the Panel of Economists. 

The draft of the Second Five Year Plan was a complete 
departure from previous thinking· and it disturbed the 
foreign and Indian monopolists very 'iritieh. If tlie whole 
line of thinking that made the 'basic structural features ·of 
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the new Plan-frame were adopted, the entrenched power of 
foreign and monopoly vested interests was sure to be 
immcnselv shaken and a new democratic orientation not 
onl~- in tl1e economy but also in the politics of the country 
would sct in. Hence reactionary vested interests opened up 
a hig olft·nsivc against the Second Plan. 

The Panel of Economists set up by the Planning Com­
mission invited Gadgil's contribution. He wrote down his 
views in a memorandum in April 1955 and pursued the 
subject right till the end. Though the vested interests suc­
ceeded in preventing the Second Five Year Plan being 
fully given effect to, and also in sidetracking the Third and 
Fourth Plans, Gad gil never gave up the core of his thinking 
on the sul>jcct, a core which had a revolutionary democratk 
content and which, therefore, invited opposition "from seve­
ral quarters, including those who professed outward 
s~111pathy with his line of thinking. . 

What was the basic approach of his thinking? He wanted 
to romplctelv do away with the old foundations of the 
economy as had been handed clown "by the British and the 
sL' years of rampage that the vested interests enjoyed after 
indt>pcndenre. · · · · · · ' 

What was the first important point he emphasisecli' · 
Thc first and basic point he emphasised was that imlrss 

«rr1nnnpuly capitalism" ·.oos al>olished, ·there would be no 
rtl/lid prowess in rndia. 

What did" he mean by monopoly capitalism in India? 
Clear!~· by that he did not mean all "private enterprise". 
which is a comprehensive term including many types of 
t'Conomic activitv. · · 

In discussing· the Indian situation, at least two distinct 
types need to be clearly separated. Firstly, tltere is pri,·ate 
enterprise which· niay he identified with the h-pe of opera­
tion implicit in nil classical economic anah'Sis. In this the 
number of operators or units of acti,;ty Hi each sphere or 
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field are so numerous and relatively of such size that no 
single operator could by his action alfect either the market 
for his products or the market for hj$ resources, which he 
has to acquire in order to produce .. 

The same is true of the sphere of agriculture and pri· 
mary producers, barring plantations. Similar is the case of 
"small enterprises,, cottage industries, commerce, tranSport 
and trades and professions. . 
· "There has been never any iruggestion from any quarter 

that this large field of private enterprise should be dis!:urb­
ed or included in the public sector.· (p: 6)" 
· But the propagandists of the monopoly press play upon 
these millions who handle 'this sector, frightening them 
with the bogey of nationalisation. so· ·cadgil ·states very 
clearly that this sector of private enterprise "wiU not be a 
part of state-socialistic apparatus"; · · · · 
-· Whont then has he bi mind for nationlllisatioo or for 
bein~ taken over in ·the public .Sei::tori! As be putS it: 

*The dispute arise8. entirely In the field of what moy b~ 
correctly ,lescribed, not private enterpr18e but monopoly 
capitalism;,. (p. 7) · • · · · · · · · 
.• "The sphere of Opeliation of this u· Confined ttl certain 
restricted though· extremely important sectors of ·economic 
activity within the country. These sectors are modem bank~ 
ing and insurance, largescale machine industry, lllodem 
mining. plantations_, foreign trade and internal wholesale 
tracJ~d financial ~ti~ ~ch as those on the. com· 
modlty and stoc1c-exclianges. {p. 7) · . 

Emphasismg this further, he says: · · 
"""The'"mai~ "pohit to be noticed about this field Of eciJnO. 

ink activity is lhat though in· relation' to total 'occupied 
numberS and total num'ber Of ·um1s and establisliments"; its •. -. :I • 

• AD poee ...r..-..- .,. ID P£mning ...I-- .Po/lq ,_ l...JM. 
by D. _R. CodJil]. ~~<!IE c ,. .... Alio,. 11161. All ...... 
ill quailed.- Is miDe- SAD.. . • 
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constituents are small, they are by far the most dominant 
in political, economic and social terms in the country 
today." (p. 7) · 

Gadgil then goes on to enumerate facts to describe the 
phenomenon. These need not detain us because, now, after 
the Monopoly Commission Report, the Dutt Committee 
Inquiry, the inquiries in the growth of large houses and 
the finances given to them by public financial agencies, 
what Gadgil wrote in 1955 is now familiar fact to most of · 
us in 1971. But it was not so sixteen years ago, when Gadgil 
spoke to the Planning Commission. 

Of course, even in those days there were political 
· parties, socialist and communist, here and abroad, who 

drew attention to this phenomenon of monopoly develop­
ment ig India. But then it was· ignored as party politics 
played by those who wanted to rm1c down the rulin.e; Con­
gress Party. But when an economist of such standing as 
Gadgil took up ~e question and put it on the agenda of 
the Planning Commission, it acquired new dimensions and 
meaning. 

Gadgil did not stop at merely describing the phen,_ 
menon. He charged the state of adopting polities which)... 

• built up the octopus of monopoly capitalism. "State poUc•J 
has activelq helped the full exploitation by the constituents 
af the field af modern business af their position as mono- · 
poly capitalists." (p. 9) · · 

And citing an instance known to evervone and which 
even today operates with full force, he says: 

"A study of prices of such commodities as clotli or sugar 
during the post-war period fully exemplified this." (p. 9) 
And further on: "Modem industry, more than other field 
in the Indian economy, is sheltered, protected and helped 
at the cost of the taxpayer and consumer." (p; 9) 

In this note Gadgil just initiated the nroposition bv 
demanding "the steady extension af the public sector", and 
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left it at that. He was also prepared to accept a second 
alternative, that is "to regulate operation of units in the 
private sector in the same manner as was done in the UK . 
and the USA during the war". (p. 13) 

While suggesting this compromise alternative as a transi­
tion, he did not give up his main proposal. 

"In both cases", according to him, "capital formation 
would not be in private hands but in those of public 
authorities and the second alternative can be looked upon 
partially as the transitional stage of the first." (p. 13) 

But those in the governmental leadership, who thunder­
ed about putting the "economy on war f~ting" to achieve 
rapid progress, helped the monopolists to become still more 
powerful, which also was another effect of-the war measures 
in UK and USA, though Gadgil did not mean it by his 
reference to UK and USA. 

One ye~r later, coming to the same subject again, in 
January 1956, in_ a note placed before the National Deve­
lopment Council, a body dominated by big business, big 
bureaucrats and ministers, Gadgil gave more forthright and 
positive views. He repeated his old basic proposition, say­
ing, this time more clearly: 

"A progressive \Videning of the public sector ;,.. an essen! 
tial prerequisite of any progress towards a socialistic 
society, particularly in an underdeveloped area undertak-

.ing rapid planned development." (p. 28) . 
But the real hit of his thinking is not in this propcisition. 
One could widen the public se<;_tor and make it powe1ful 

by starting new units through state investments. That, of 
course, had to be done. But the fi..St step, accordin~ to 
GadgiL must be taken by breaking the concentration of 
economic power that lies in the hands of the private sector 
in certain fields. Repeating his division of the private sec­
tor into two divisions or parts, he demands the nationalisa­
tion ·of that division which is occupied by "monopoly 
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capitalists" who have grown, not by the sweat of their own 
brow but "due to the protection of one sort or another 
given by the state. . . This division is already the most 
influential in the country and the high concentration within 
it increases its ability to exercise power." (p. 29) 

Hence mere fiscal measures would be powerless to over­
come it. 

"Mere fiscal devices such as income or inheritance taxes 
are unable to resolve the problem. This may be taken as 
sufficiently proved by the actual history of the progress of 
modem business during the last eight years." (p. 29) 

And the story of the next 15 years, since Gadgil wrote 
this, further bears out the truth of the above proposition. 

"The current phenomenon of a boom on the stock­
exchange, the inipetus to machine industry production and 

_ the prosperity of certain classes in the biggest cities side bv 
side with increasing unemployment, depression in the 
village and smallscale industries and a general stagnancy, 
if not decline, of the purchasing power of rural society as 
a whole throw vivid light on the possible course of invest­
ment for development unaccompanied br1 a proper social 
policy." (p. 29) What is that proper social rolicv and what 
is to be its main tool to begin with, according to Gadgil? 

The various half-hearted measures of control or piece­
meal nationalisation proposed by the ruling Congress Party 
in 1956 (or 1969-71) were not enough. His demand was e 
clean sweep of monopoly capital. He said: 

"The only real solution to the problem in the long run is 
that the whole of the division at present occupied biJ 
monopoly capitalists should be transferred to the public 
•ector." (p. 29) 

jmmeciiately the rriinimwn programme should be to see 
tltat no further additions to units in the private sector is 
made in such -fields as mineral production, generation and 
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distribution of power, capital goods industries and basic 
material industries such as cement, heavy chemicals, etc. 

"Negatively the same thing may be defined as involving 
that, excepting in certain consumption goods industries, all 
new units in modem industry should be in the public 
sector. In foreign trade through the establishment' of market­
ing boards, etc., the exports and imports of all impmtant 
and strategic goods should be brought into the public 
sector." (p. 29} 

In a note given to the Finance Minister, C. D. Deshmukh, 
in January 1956, Gadgil and V.K.R.V, Rao (who had 
mutual discussions on the subject) gave niore details of 
whirh industry and trade should be taken in the public 
sector: We need not repeat Gadgil's statements made on 
the sanie theme froni tinie to time. 

After the formulation of the Second Plan, the monopolists 
deliberately set out to sabotage it by various means. Foreign 
capital from the imperialist countries refused to go. in a big 
way to help set up heavy industry in the state sector. Indian 
capital in those days was described as· having "gone on 
strike" by Asoka Mehta, who at that time had not crossed 
over to the monopoly lobby. 

The Government of India, therefore, nationalised the LIC 
to provide a stable flow of liquid capital for the public 
sector and governmental finances. A heavy dose of deficit 
financing had to be undertaken. The socialist c~untries were 
approached for supplies of heavy industry plants. But despite 
the pleading of progressive economists like Gadgil and 
sonie others in the Panel of Economists, the Government of 
India took fright of radical measures and refused to nation­
alise the monopoly strongholds. In fact, as the company 
law reports revealed, the concentration of monopoly capital 
grew on a bigger scale with the aid of the plans than before, 
as Gadgil had fully predicted. 



16 GADGn. AND THE ECONOMICS 

III 

Let us look further into this particular aspect of monopoly 
capital. 

The Second Plan with its big Investments, perspectives 
and big talk was finally adopted. But there were no effective 
implementing agencies, no mass participation, no check-up, 
no democratic consultations or criticisms. The result, as 
pointed out by Gadgil, was that 'the monopolists and their 
supporters, with the help of their agents in the ruling party 
and in the governmental machinery, particularly in the 
higher echelons of the bureaucracy, enriched themselves at 
the cost of the whole society and to the detriment of all 
other sectors of economy. The ambitious Plan floundered 
and in 1958, the talk of "rephasing" the Second Plan began. 
So in January 1958, Gadgil sent a long note to the Govern­
ment of India on the subject. 

Those very elements who had caused the disaster bv 
misappropriating the gains of the Pl(ln to enrich their private 
and class interests, those who had caused the steep rise in 
prices, shortage of foreign exchange, scarcity of foodgrains 
and raw materials, began to blame it all on the big size of 
the Plan and demanded curtailment, if not the total aboli­
tion of this "adventure". The Plan, according to them, had 
failed and should be scrapped. 

'What was Gadgil's reaction? Speaking on the assessment 
of the Plan fulfilment and the charj!e of total failure of the 
Plan, he said with his characteristic sarcasm: "There 
appears, for example, to have been almost an overfulfilment 
of the plans in the lal'ge private business sectOI'. Titis was 
largely the result of the import licence pollcv." (pp. 77-78) 
As a consequence; other sectors had suffered. 

In this connection, it is necessary to remember an episode 
in the financial history of this period. Following the adoption 
of the Second Plan, a large amount of foreign excha,nge was 
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put into the Plan-frame for development of industry. Most 
of this foreign exchange was quietly "stolen" by the mono­
polists with the help of the bureaucrats in the Finance 
Ministry and the large banks. So much so that when the 
public sector agencies began to ask' for foreign exchange 
allilcations, no such exchange was left over in the exchequer 
pipeline.· Licences issued to the big monopoly houses had 
swallowed it up. And the banks and the bureaucrats had 
a hand in this. The paucity of funds felt by the state govern­
ments in 1957 and the inability of the banks to invest in 
governnient funds-" 

"was itself due to a large extension of credit limits given 
by the banks to the large private business sector, during 
1956-57. It thus appears that the special extension of bank 
credit in 1956-57, which itself WaS related to the heavy 
imports of capital goods during the period, diverted funds 
which would ordinarily have been available for finance of 
the public sector." (p. 78) 

"In other ways also it would appear that resources in the 
economy are being specially diverted to the large· private 
sector. The operation of all government-sponsored finance­
organisations seem to work in this directiim.." (p. 78) 
· And the result? 

"Dependence on foreign aid and looking to foreign invest­
ment are likely to· increase the power of large semi­
monopolistic private business." (p. 79) 

The remedy? Once again Gadgil demanded "a rapid 
expansion of the public sector and deliberate operation of 
all. government finance and guarantee corporations in 
favour of small dispersed business, as distinct from large 
concentrated business." (p. 79) 

And in a censuring tone, he says: 
"However, nothing notable in the latter direction seems 

to have been undertaken during the last two and a half 
years, and it seems to have been tacit!y agreed that there 
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would not be even a talk of extension of the public sectar." 
(p. 79) .. 

The dishonesty of the Indian monopolY. bourgeoisie and 
itS so-called theoreticians in the political, intellectual and 
bureaucratic world also set afloat the "treud of thought that 
nothing could move without foreign aid", Hence, Gadgil 
says, 

''There is also the current trend of thought to make tl1ings 
easy for foreign capitai, as for example, tl1rough special tax 
concessions. The claim of large Indian private business that 
it would be able to obtain foreign aid, when the Goven'i" 
merit of India ·is unable to obtain it, is also significant· in 
this context. It is obvious that concessions originating ·j1i 
the foreign business sector will be transferred by a ·natural 
proceSs to the Ind{an business sector." (p. 79) 
. · whiie big business and monopoly· capital tl1rives on pub'­
lic finance provided by government, by taxing tl1e · people 
in the name of rapid development; how does monopoly 
capital behave tow'ards the peopie, the workers and: the 
national ecoiwmy? · · 

_,In a paper prepared for the Panel of Economists in Marcli~ 
April 1955 under llis guidance in· the Gok!Iale Institute ihe 
socio-economic implications of the existing histi'!Jtldnal 
structure )n modern business iri India were disc~ssed. ···. · 
. '· ~~It waf pointed out that unless special steps" were taken 
~!> col?ur :vith pub~ic interest large· privat~ busincslo" gr.O:w~ 
mg_ with government _help, ·and as !ong as large· pnv'ate 
hus,ne~s w~s ·looked upon as_ a crucial medimri ii1 capff,~T 
formation,- Its economic resources and . powet t6 aictdie 
were· bound to grow." (p. 79) · 

Citing the instance of the large textile mills clo5ure' 
which tl1en. ha~ begun and is even· now. continuing ) 11J 
also . extendmg m other vital spheres such as heavy engi­
neermg; Gadgil says·: . · · · . · · · ' · · 

"The seeming helplessness of government in the fate 0[ 
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Iarge·unemployment caused by the closure of cotton mill~ 
r4ises in an acute form a chronic dilemma in the operation 
o£·a development plan·in a mixed economy. Unless govehl'­
ment is able to take effective action in relation to inefficient 
and/or recalcitrant rinits in the ·private sector,. the s<X!ial 
costs of operation ·of the mixed economy are bound to··b'e 
high." (p. 79) . . ' ''"· , ..... 
: Since Gad gil wrote_;- the a5sistance to large 'pny~~~ 

business, especially big monopoly houses, bas grown. mi .a 
large scale. The nationalised LIC, the Unit Trust, the IFC, 
the ICIC and. all the various finance bodies, drawing tl]~i~ 
support -from the government. as well ·as foreign agencies, 
have ·increased their. loans and equity lioldings _in many "l)_lji: 
houses. The . na'fionalisation of the banks and , gen{iral 
insurance and the presence· of c'ertai!l heavy engineering 
p)ants in the public- sector, state trading in food, etc. niay 
l~d us to thinl< that we have· advanced a ·great deal qn.·ffi.e 
~d :t9 cllbolition . of monopoly capital, to ·exhinding. the 

_public sector. in "vital spheres and thereby acquiring c6n" 
tral . over 'production,.: pric.es and supplies ·hi industriaF' :is 
w.ell as .the !lgrariali divisions of the national economy:. ~ot 
tbis i$ a misleading and unscientific evaluation: : · · · ·'· : 
--:As long ago a5 1956, jn his note-t~ the Natiomu Deve~~-
merit Cauncil, 'Gai:lgll· had demanded a clear decisio~:-~~ 
·v~tfug immediately ~ith p_ublic in~ere~t all private .. cO.~~; 
rations to which public assiStance ts . g•ven !!nd thetr l'~D;' 
gressive incorporatiorr~in the public sector". (p._33) · .'. 

Fifteen years later, in 1971, we still find the Governn.\.~nt 
of India-vacillating ol;l the question: and refusing to conv:~rt 
.it~ loans to tite monopolies .into equity-holilings and. ~oii­
verting equity-holdings" ~to parti~ip~tion i'! · ma,nageme,~t, 
jl.tat· is .vesting -them· wtil1 pubhc tnterest , because. ffic 
monop~lies 'denounce it as ''backdoor: nati?nali~ati?n·.:,:~:: 
, Similarly while ·welcoming bmik nationalisa~on~ , ;.;,e 
cannot shut our eyes to ti1e ·fact ti1at these naboniUts~il 
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financial levers are even now used by monopoly interests 
to comer the markets-and mise prices against the consumer 
witho~t giving the small peasant producer even his due 
share of the value produced by him. The instrument or 
·'selective credit control" which the Reserve Bank is sup­
posed to use to check speculative investments in food and 
1-aw materials in the busy season has all along failed tn 
check speculative rise in prices and expropriation of the 
people's limited buying capacity. The high p~ollts of the 
monopoly traders are still fadlitated by the credit institu­
tions under government control. 

·Writing on this very mechanism in August 1~59 in his 
note to the Planning Commission on "The Approach to the 
Third Five Year Plan", Gadgil says: • 

"It has been clainled that the policy (of selective credit 
control} hru; resulted in cllecking the rise of particular 
prices. It' appears doubtful whether the policy has had 
such an effect ... Moreover, it is well known that bank5 
and their clients transfer credits required for a particulnr 
purpose to general security or clean accounts, if the Reserye 
Bank directive makes this necessary. The wellknown spe· 
cial increase in clean credits, and other credits not involv­
ing the security of commodities, especially agricultural 
produce, during the busy season of 1958-59, has been 
commented on in this connection. It is, therefore, highly 
nulikely that selective credit control by itself can have any 
siguillcant influence jn restraining the prices of commodi­
ties." (p. 138) 

Things have not changed much after nationalisation of 
banks in this respect. The practice of selective credit con­
trol by the Reserve Bank was done by it when it was as 
much "nationalised" in 1959 when Gadgil wrote the above 
as the other banks are now in 1911, thus showing that 
nationalisation alone is not enough to fight entrenched 
monopoly influences. 
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When prices of groundnut, cotton and other agricul­
tural produce shot up, despite bull)per production and 
selective credit control by the Reserve Bank, I had an 
occasion to raise the question in Parliament 1n 19i0. But 
the government had no answer to give and could not give, 
becanse the nationalised banks, despite the facade of 
loans that they gave to the small businessmen or the kulaks, 
were being used to facilitate the operations of the mono­
poly capital in mannfacturing and trading as much as 
before nationalisation. · 

Thus Gadgil's insistence on a full and complete take-over 
of the monopoly division of the private sector into the 
public sector was fnlly justified. But his aim remains un­
fulfilled as y~t. . 
· Let us resume the story where we left it in the Plan­

sph<'re. Gadg;r never softened in his hostility to monopoly 
c:>pital. All his analysis proved correct ·when government 
ran into difficulties and began to "rephase" thE; big Second 
Plan. And later, the same thing happened to the Third 
l'lan also, which was \~rtually abandoned and a Plan holi~ 
cia!' came as the monopolists had demanded. • 
· When it canie to formulating the Third Five Y car Plan, 
Gadgil continued his criticism of the governmental leadf'r­
ship, which had failed to lay down proper policies or evolve 
suitable machinery for planned development. He angrily 
said in the "Memorandum on the Approach to the Third 
Five Year Plan", in August 1959: "It is my contention that 
in spite of all claims to the contrary, planning as snch does 
not operate in India today. There are only schemes of 
public expenditure or of aid to private or cooperative 
enterprise ... :Moreover, to the extent that official policy i.• 
active, it ag!(ravates the total effects by loading the . dice 
in facour of traders and of large organisecl business." 
(p. 140) 

Following the political changes in 1967, when Gadgil 
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was called upon to head the Planning Commission, when 
the Third Plan had U)et with a miserable fiasco and the 
Fourth was nowhere in sight, he was advised to soften or 
change his line, cooperate with big business, adopt a partly 
lai.rsez faire policy, lower his sights and be less ambitious 
in planning and, above all, give up the idea of total rigid 

_ planning. He refused to yield. 
·Once ·again in his note to the National Development 

Council, on the "Overall Approach to the Fourth· Plan~ lw 
said: "The problem of concentration of economic power 
and the monopolistic position held by some units in the 
private sector is another aspect that needs attention." And 
outlining some measures, he said: "A further step might 
be taken to orient the credit policies of financial institu~ 
lions so as to prevent an undue proportion of available 
financial resources being diverted to large industrial 
houses." He wanted the public financial institutions, which 

· have shareholdings in private companies, to exercise their 
right to participate in management. And referring to the 
proposed abolition of the managing agency system, Gadgil 
pointed out in his usual style, "care has to be taken fuat 
the· abolition is effective and does not mean merely a change 
of. name". · 

It was reported in the press that the Nationaf Develop­
ment Council meeting was very cool towards this memo­
randum of the new chief of planning. They planned suc­
cessfully for his removal. Monopoly capital had decided to 
fight .him to the last. And they did it till he breathed his 
last. -· 

IV 

·We have so far seen only one aspect of Gadgll's econo­
mic thinking, the aspect on monopoly. capitalism. But 
G:idgil had a unified system of thought on the questibrr of 
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the development of an underdeveloped country, which 
had· already built a capitalist system of economy and had 
even' produced a -complex of monopoly capitalism. Natu­
rally, any thinker who wants to take the country forward 
to progress and wants to do it on the basis of "planned 
development" has to present a unified and integrated svs­
tem of views, with not only economic categories but also 
rocio-politicaZ and philosophical categories. Gadgil, eve~ 
while limiting himself to the sphere of planned economy, 
puts it in an ·integrated system of thought. That system lv 
calls a socialist system of thought and his planning o~ 
economy is generally described by him as planning for a 
""socialistic society". 

But it is very necessary to note that his attack on mono­
poly capital and insistence on building of public sector is 
not assumed by him to be a ·part ·of building socialist 
society in the immecliate context; apart from whatever 
consequences it may have for the future. 
··The monopoly capital that he is fighting is not of an 

advancecl capitalist country buf of a backward or develop­
ing· capitalism, in \vhich, ·apart from capitalist relations of 
production, there are other relations too as· is bound to 
_happen in a country which has emerg\ld from feudalism 
and rule of imperialism, Gadgil illustrates this proposition 
by·saying: · · 
_c:"The fact that in India only a limited number of com­

paratively closed groups shares the growing prosperity and 
power of the monopoly ·capitalists makes the situation even 
mor& difficult. Therefore, even apart from a')y require­
ments of the progress towards a ·soCialistic society; an ex" 
tension of the public sector in that division: of the .private 
sector which is occupied today by monopoly capitalists, it 
appears, is urgently required; with an avowed socialistic 
aim; this becomes imperative." (p. 29) ·• ; · . 

Thus in Cadgil's view the liquidation of monopoly t·api-
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tal is not necessarily a step on the socialist path. Even for 
ordinary progress of democracy, equality and humanism, 
an economy has to be built which, while it retains a private 
sector and part of it working on the basis of modified or 
controlled capitalist relations of production, must liquid~te 
monopoly capital. Thus an anti-monopoly direction, in his 
view, is not necessarily socialism. Then what is it? It may 
be "revolutionary" democracy · with strong, non-capitalist 
and socialist pulls. But ·the existence of capitalist relations 
of production in the remaining sector o£.. t11e economy 
which is purged of monopoly would not qualify it to be 
called socialist or non-capitalist as such .. It becomes non­
monopoly capitalist or cooperative and democratic eco­
nomy, struggling to find the socialist path. 

Hence Gadgil calls his economy a "mixed economy" 
which, in his conception, has a meaning quite . different 
from what is put into it by its bourgeois apologists. In hi~ 
view, "mised economy" has no place 'for monopoly capital­
ism, but grows forward on the basis of a big strategic 
public sector of industry and ?"ade. It still retains a private 
sector of· industry and trade but builds up a cooperative 
sector alongside it. Its agrarian economy is made by rich, 
middll:l and· poor peasants and agri!,mltural labourers. But 
the immense power of the big kulak agriculture i~ 
gradually overcome by the fast-developing cooperative 
sector of the rest of the agrarian economy. It has an intelli­
gentsia living and working without high disparities of 
income. It has a working class with a guarantee of essen­
tial rights, wages and living conditions and a democratic 
state led by a party of social revolution. Such a society can 
live without upheavals and crises and progress toward~ 
socialism gradually. 

Gadgil's integrated system of economy and politics ha~ 
been described in his writings and memos on the questiOJt 
of planning for the future of Indian society. · 
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If monopoly and landlordism, foreign influence and 
parasitism are eliminated and the above aims are fou!l,ht 
for and realised, what kind of revolution is Gadgil want­
ing to fulfil? The obvious answer would be that Gadgil 
was a revolutionary democrat and as such was putting 
forth an economic, political, ideological platform of t)le 
national democratic' revolution, to establish a system of 
revolutionary democracy; working its path to socialism. 
Hence, in contrast to all the economists of his class and 
standing, he took the position of inveterate oppdsition to 
monopoly capital, as his first starting point. 

It is, therefore, necessary to study Gadgil's concept of 
mi1<ed economy as it reflects on other sectors of the Indian 
economy and other classes of the population. We shaH do 
that in b!i'* relying on his notes to the Planning Com-
mission. , 

Whe11 the wnole of the monopoly capitalist division of 
the private sector in production, circulation and exchange 
is nationalised and taken into the public sector, quite a 
large number of the by-products and th~> inevitable 
adjuncts of monopoly capitalism, which unhinge social 
growth from its normal healthy path, begin to be eliminate 
ed. But these we ,shall look into when we come to the 
~ocial-political changes that come up in the wake of the 
establishment of the new non-monopoly democratic order. 

The lopping off of the monopoly is literally like ridding 
a body of an octopus that has caught it. The moment this 
is done the bodv I'olitic with its foundation in economy , -
undergoes vast basic changes. 

When all the factories, trading organisations, credit insti­
tutions in the most vital and strategic spheres owned by 
monopoly capital are nationalised, what will happen to the 
rest of the ptivate sector? • , 

The rest of the private division in production, trade and 
commerce, transport, etc. will continue not only to func-
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tion and grow, not as before under "the stultifying shadow 
of: giant monopolies but with its own freedom of move~ 
mcnt and growth. 
· ·Apart from medium and sniallscale · industry, ~here is 

also the big division of agriculture to be looked mto and 
taken care of in a new way. This world of private sector 
undergoes a metamorphosis. 

The apologists of monopoly capital frighten the pei>J;Ic 
by saying that with their end will also come the end of 
efficiency, technological growth, capital formation, orga­
nised market, prices, employment and all. In fact, they say, 
with the end of private monopoly ownership, all ptivate 
enterprise and property will vanish. The world will come 
to an end-the end of all that is venerable ht the Indian 
world. Gadgil rejects all these sombre prophesies and main­
tains, on the contrary, that already with monopoly in com­
mand, India's growth to self-snfficiency and prosperity is 
~tagnating. _ 

The claim of monopoly that it is the biggest source of 
capital formation and hence of continued growth is denied 
by Gadgil. He blows up the myth that capital formation is 
done by the owners of monopolv capital, either by means 
of ·the olf} theory of "abstinence" and self-sacrifice or from 
their own entrepreneurial activity. He says in. his note to 
NPC in January 1956: 

"Already through such devices as the system of Indus­
trial Finance Corporation, and through largescale diced 
financing of certain large units by government, a substan­
tial portion of the capital required by modem ·business is 
being supplied by the state. The proportion of capital sup­
plied by the public sector to the private sector is on the 
increase; and changed fiscal and social policies can easilv 
enable the public sector" to make up any gap that becomes 
necessary in capital supply to the private sector (here 
Gadgil means the non-monopoly sector-SAD) because ·of 
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the ·change (i.e. from monopoly to non-monopoly-sAn)." 
(p. -31) . 

Secondly, he also draws pointed attention to what this 
capital formation by monopoly means to the expropriation 
<>f the social product by the monopolies. 

•· .:'No significant amount of capitaL formation in the hands 
of the rich could take place without allowing for fairly 
high levels of profits and consumption standards among 
the very rich who are the operators in the monopoly capi­
ta.lisL division." (p. 31) 

And in another place Gadgil gives a devastating picture 
-of what kind of demands are made on resources and lines 
o£ production by those very rich operators in the monopoly 
.:apitalist division. Vast sources of capital are invested in 
terylene factories, while cloth for the poor is sabotaged: 
llJXUIY hotels and houses are built, while ordinary workers' 
housing is denied. Unheard of salary and emolument 
:•;cales, measured in terms of what is paid abroad in the 
UK or USA, are introdpced, while the miserable minimum 
<)arned by others is sought to be frozen; the price market 
is thrown out of gear and so on. Gadgil in his usual pithv, 
terse st~·le reveals the whole sordid picture of monopoly 
-c&pital for. everyone to see. Hence he says: 
, , ~'Therefore, at this stage, a decision not to have fiscal and 

other policies influenced by considerations of formation of 
-:apital in the hands of the rich appear to be called for, 
'These observations have, of course, little to do with the 
ordinary 'private enterprise' division as capital formation 
to t)1e extent that it is taking place in the smaller units is 
nqt likelv to be affected by fiscal or distributional policies 
intended. to promote the socialistic approach." (p. 31) 
, .The non-monopoly sector of private enterprise ·consists 

of two divisions-one of indushy, trade, etc. and other 
;tgriculbtral. . . 
, When monopoly holdings are transfen·ed to the state 
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seetor, the non-monopoly industrial sector gets tremendous 
opportunities to grow, first in medium and smallscale indus-: 
tries, including cottage industry, handicrafts, etc. 

Does it mean that this sector operates on a lower techni­
cal base? And will it not add to the social cost of labour in 
the production sphere? Will it not hinder the economy_ 
from going to a higher level of production of wealth and 
consequent higher standards of living? 

This question is answered in two ways. Firstly, the trans-· 
fer of the ownership of largescale monopoly capital to the· 
>tate sector does not mean doing away with largescale pro­
duction or technical advance connoted by economies of 
scQie. Secondly, despite the fact that private monopolv 
capital has invested in largescale units of production and 
brought in advanced technique, it docs not necessarilv 
keep. to the line of technological advance to facilitating 
abundance of production and supplies and making things 
cheaper for the consumer and life easier for the whole of 
society. The technological revolution that has taken place 
in the big capitalist countries first arose out of needs of 
war and not out of the need to defend the standards· of 
living of the people and make things cheaper and easier 
for them. Otherwise, the crisis of prices, market and unem" 
ployment would not have existed and sharpened in the 
richest of the countries of monopoly capital. Abolition of 
monopoly does not mean abolishing higlter technological 
or largescale production. . · 

Development of Indian economy has to proceed from the 
given base and from·the point of view of people's interests . 

. So, however attractive a fleet of automatic looms mav he. 
we cannot afford to destroy the handloom base also: The 
inter,.sts of presentday humanity have to be reconciled with 
its future interests, which future can ·be satisfied. of course; 
only by adoption of the new technology. To Gaclgil the 
problem presented itself as a human problem, as also n 
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iJroblem of socio-economic and technical reorganisation. 
And he looks at it not only from the point of view of the 
Indian economy but also from world scale view. 

Writing on this, in the same note, he savs: 
"The general trend in the technological de,·elopment, and 

the operation of the ordinary market forces in modem eco­
nomics, both lead to continuous centralisation of production 
and of location of population." (p. 31) . 

Having stated this general law, he wants to break it or 
at least modifv it and says: "Unless an attempt is made 
to evolve a de~entralised p~ttem in the plan of industrialisa­
tion and in the planning of social and economic overheads 
such as transport, power generation and distribution, and 
education and health facilities, the operating trends will 
prevail." (p. 31) 

TI1e result is already there in the concentration of industrv 
and trade in the metropolitan cities like Bombay and 
Calcutta. The centralisation has skyrocketed land values, 
made housing and expansion difficult, clogging not only 
transport but social life in all its aspects. 

But why does Gadgil think that existence of prh·ate 
monopoly capital is a hindrance to decentralisation? Very 
few economists emphasise this aspect of the solution, as the 
key to the problem. Is not technology itself and alone res­
ponsible for this? Gadgil in his formulation has very aptly 
ndded another factor, that is, "the operation of the ordinary 
market ·forces in modem economics". Pri\·ate monopoly 
capital intent on niaking profits from any source, irrespective 
of national interests or human values, has picked up the 
thread and links where the British 1uling class left them 
when India became independent. Export and import mar­
kets and the link with the "imperialist home market" was 
tho driving force of British capital behind its policv of 
location of industries, trade, commerce, transport in Bombay, 
Calcutta, ~ladras, etc. The main road and rail systeni was 
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Guilt by them on tbis pattern. Indian monopoly capital 
entered into partnership with this same line of develop­
ment and further enhanced the unevenness and evil m 
capitalist centralisation in th(l same old metropolitan cities. 
Dispersal or decentralisation means a new direction of .eco­
nomy, a new plan and for the time being a lesser return 
ofprofits. . . . 

This is not an Indian necessity only but a world necesstty. 
But "Industrialisation on a decentralised pattern has neither 

· con:e about . in any country nor has been deliberately 
attempted by any so far." (p. 31} . . 

. The technological revolution and the growth of the 'so­
cialist system, since Gadgil formed this view as a universal 
proposition (he says in "modem" economics of "any" ci>un­
try and n,Dt only capitalist economy), ;tre leadipg to in?~s~ 
trialisation without the accompaniment of the metmp·oi!tan 
evils as he fra!lles them. Now the production of a giant aero. 
plane and its engineering :is spread over not only in many 
centres in the same counhy (viz the _production of MIGdn 
India} but even in many counhies (viz the .production. of 
the _supersonic plane. being done in parts. in the USA and. 
England between Lockheed and Rolls Royce}. Transist6f,­
isation · and other branches of the sciei:ttific-technolog[caJ 
revolution bring into existence new _possibilities of deceii~ 
tralisation of industrv. The case of the Soviet Union bufliJ: 
ing its new industriai areas by J)hinned decentralisaticin. ~tid 
locating them 'in Siberia is one direction 'in ·which .. tli'e 
pmblem mentimied by Gad gil is sought to be resolved.'· 

At tl!e same time, it slJOuld be noted .that even in sqeia.li~t 
countries of planned economies the grO\vth and concen'ttll~ 
tion in metropolitan· Cities has not .been oyercome iii;' 'l$ 
seen in the gmwth of such Cities as Moscow and Sha1>ghai, 
to mention but two only.·· · · 
· It is from this point of view that Gadgil insists on pla~nect 
decentralisation. And he notes with displeasure the fact ·that 
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·even \vhen the Govemment of India decides to finance 
medium or smallscale industry by building industrial estates, 
these very estates tend to congregate in the metropolitan 
areas or become the subtenants of monopoly capital, which 
by ·its hold on the market e~-propriates them of all but the 
barest minimum of retum, just enough to keep them on 
the level of simple reproduction and not pennit extended 
reproduction. '" 

Keeping ~II this in mind; the giant public sector alone, 
with its all~in control of finance and technique will help 
industrialisation Jn a new way than mere decentralisation 
arrd hamessing medium and smaU industry in the private 
sector for that task. Onlv in this way can the ruin of the 
,:,.illions working in the '"private sectoi:'' be prevented~ a~d 
hmmonious and 'democratic development of the nahonal 
economy take place at a rapid rate. 

v 

.. Having· discusse<l industrial productit;m ajtd the role .·:()f 
Jl]Onopoly capital, ·the private sector and. the 'public sec.to~ 
ti~erein, Gadgil proceeds to discuss agriculture. The forces 
and il}struments of production in this sphere aie not th~ 
saJlle as in .jndustry. Here land, as the main instmmen('o£ 
production, is a given fixed quantity or area. It cannot .'be 
fc;rged .like· the factory or the machine. Secondly •. the e;ivep 
land mass is under cultivation, except in certain parts, i1y, 
millions of peasant families, ·scatte~ed all over. the countij. 
T~e nllit of production, or "the independent unit of ent~e­
preneurship", as .Gadgil calls it, is by and large the family 
~11ih Each family farmer conducts his busine~s separately 
and .the. ultimate results in terms of total agricult~al 
production are the added results of the activities of millions 
of family farmers all over the count!)'. "It js their decisions 
al)d their actions that have to be influenced; and planning 
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· for agriculture necessarily means planning to induce or 
influence this innumerable bodv of individual small entre­
preneurs ... " (p. 165) Moreove~, in agriculture, almost all 
production units are non-govemmental, unlike in industry. 

The inducement takes various forms such as supply of 
cheap loans, improved seeds, machines, fertilisers, irrigation 
facilities, power, warehousing, marketing, crop information, 
soil conservation and so on. 

All these are theoretically available to every cultivator, 
whether small, medium or big and whether owner or tenant. 

But, in actual practice, all these inducements and inputs 
assume the form of investment of capital according to the 
size of the unit of land ownership. The tenant cultivator, 
despite his input of labour and holding of tenancy, for want 
of immunity from eviction, c_annot afford security for the 
-retun1 of capital and hence is at a disadyantage compared 
to the owning cultivator or even the permanent and n9n­
evictable tenant. 

The second feature is that the investment of capital and 
its use by the fanilly' s own labour-power, or the labour­
power of the hired agricultural labourer, has to realise Its 
value on the market, that is, through prices on the market 
of the coniiliodity-produce brought there in the form of 
food articles, raw material for industry like cotton, jute; 
sugarcane, etc. 

But the market and the piice are completely beyond the 
control of the farmer-producer. And the vicissitudes of the 
market have enriched some cand ruined others, with the 
result tha~ during the last 23 years, the problem of food 
supplies and raw materials has harassed the lives of millions 
of pe.ople. And because of the disasters caused by failures 
~ rams and ~arvests, the capitalist market and the prices 
dictated. by It have been the major criminal agencies to 
CaliSe misery to the millions. And in this Gadgil holds the 
govemment and its policies as the chief culprit. The 
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question is why did the government behave that way? And 
Gadgil once again reverts to his theme of the role of 
monopoly capitalism. 

Despite abolition of landlordism and the laws on land 
reform and ceiling on landholdings, the concentration of the 
major portion of cultivated land in a smaller percentage 
of the total number of peasant-producers continues to domi­
nate the agrarian structure. As the draft of the Fourth Five 
Year Plan points out, "The small holders and the agricul­
tural labourers represent 52 per cent and 24 per cent of the 
total rural households." But those millions of small holdings 
(2 hectares or less) hold only about 19 percent of the cropped 
area. 

It is said that the use of the high yielding varieties may 
make the small holder solvent and even prosperous. But 
it is not so. The draft Fourth Plan says, "In this uneven 
sitoation (of holdings) the new agricultural technology tends 
to add a further dimension of disparity between those who 
have the resources to make use of it and those who have 
not.'' 

Speaking at the Universitv College Hall in June 1968 on 
"Ptoblems of Planning in India", Gadgil accuses government 
with favouring only the rich farmers in many ways: 

"I want vou to realise in this context what has been -often 
said by a ,;umber of agricultural economists, that the prob­
lem is not a big problem in terms of land surface. If you 
take the middlin~ and the big landholder they usually 
hold between 75 to 80 per cent of the land surface so that 
more than fifty per cent of the cultivators hold perhaps 
15 per cent or less. So if you go into this a little more, vou 
will find that our failure to solve problems has been nime 
and more on this human side. Whatever has been done is 
done in a small number of directions, where a fairly smaU 
number in agriculture with proportionately large resources 

•can go ahead." · 
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This in plain language means that government has 
deliberately adopted policies to benefit capitalism in agri­
culture and also semi-feudal forms of evictahle-tenancv 
cultivation, conferring rentier incomes on the rich. Gadgil 
never forgot, despite his peculiar language style, to spot the 
main evil-doer. 

Describing the muddle in food supplies anti prices, Gadgil 
describes the criminal failures of the gentn· in power in 
verv clear terms. In his note on the Third Plan, he savs: 

''We mav also examine in this context the refusal of 
government to Jo am-thing in relation to stabilisation of 
agricultural prices. Stabilisation of agticultural piices has 
been an accepteJ plank in government policies for almost 
a decade. Its need in underdeveloped economies has been 
wiJely accepted. . . In spite of all this, government has 
consistent~\- opposed and avoided in practice the adoption 
of a policy of stabilisation of agiicultural prices. While 
there is a good deal of talk about what mm· he done to 
increase the production of food, the simple expedient of 
guaranteeing in advance for each season a minimum price 
for food crops has been carefulh- avoideJ. The other part 
of the same policv of stabilisation is to put a ceiling to 
piices, but this, which is extremely important from the point 
of view of inJustiial and other costs, is also not undertaken." 
(p. 14.5) 
- This was said in August 19.59. l\lanv changes have taken 

place since then. But it is necessarv to hear whv this w1s 
done at that time and continues t~ he done in ·a different 
wav now. Gad gil savs: 

"It is possible to interpret this amazin~; behaviour onh• 
on the basis that stabilisation of piices of agricultural prr;. 
ducts is sidetracked because of certain consequences flo\\'ing: 
from it which are not liked. A programme of stabilisation 
muld be undertaken through either the entrv of governnwnt 
in a substantial way, in trading in agrk;ultural product~. 
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or a rapid cooperativisation of the field combined with 
certain overall operations by government." (p. 146) 

And here follows Gadgil's frank indictment and class 
analysis. He says, "Either of . these courses will affect. seri­
ously the strong entrenched position of the monevlender­
trader. elements whose combination of the two occ~pations 
has gtven them a sb-anglehold on Indian rural economv." 
(p. 146) ' 

But the ramifications of this class are still wider and 
deeper. Says Gadgil: 

"Historically the present capitalistic community in India 
has grown primarily on the rural moneylender-trader base. 
Any undermining of the position of this base would inevi­
tably spell disaster to the trading superstructure in the 
urban areas and may damage even mban financial capital­
ism, i.e. affect vitally those interests which are today politi­
cally the most powerful in the countty." (p. 146) 

Gadgil had raised the human problem of the small holder 
in agriculture being made solvent by putting him into co­
operative form of production. On that, too, he has the 
follo,ving to say: 

"Recent government policv in the cooperative field also 
lends support to this hypothesis. All recent experiments, 
which have been successful to any significant extent in 
transferring rural finance, marketing and processing out of 
private hands to those of cooperative organisations are 
obviously suspected, and a programme which has set this 
trend in motion and made its progress possible is being 
challenged and salJotaged." (p. 146} 

What does Gadgil want to convey once again? That 
monopoly capital and its handmaid of urban and rural 
finance capital are hampering the growth of production and 
productive forces in industry, trade and agriculture. 

Hence, unless the backbone of monopoly capital is broken 
by nationalisation and the ramifications of rural financial 
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capital are set aside by cooperativis.ation of th~ sm:lll hol~er 
and unless the capitalist market-pnce mechamsm IS broken 
hv socialisation of wholesale trade in foodgrains and indus­
t~ial crops and of export-import, our economy and our 
dcmocracv cannot go forward. That is the only wav to carrv 
forward the democratic revolution in the interests of the 
masses. Gadgil did not flinch from this conclusion even in 
the field of agriculture, whose main enemy is not bad seasons 
and drought but parasitic capitalism. 

VI 

The same thread leads Gadgil to find solutions to the 
problems of rising prices and questions of wages and 
unemplo:ment. He does not divorce them from the original 
sin of monopolv capital and its superprofits in industry, the 
wholesale market mechanism, controlled by finance capital 
that sets the pace in prices and stagnation or ruin of small­
scale agriculture and smallscale industry. 

Gadgil treats the problem of prices, wages, incomes and 
unemplovment in an interconnected line of thinking: but 
his interconnection is whollv contrarv to that of the official 
or orthodox economics. He does not ~dmit of the wage-price 
spiral or wage, price· and productivity tie-up or their 
reflection on employment. 

"1l0 makes the prices on the market? Gadgil has the 
following to say: 

"That in India the most important prices in relation to 
pnxlucts and services of modem, large, organised business 
are administered mav be taken to be an established fact. 
Govemment exercise~ little or no control in the determina­
tion of these administered prices or in the fixafion of their 
levels. In the area of consumer goods, in an important 

·category like sugar, govemment's inabilitv to control 
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extraordinary profits by traders and manufacturers has 
proved notorious." (p. 141) 

It may be asked that government may do something, at 
]east in those spheres where it gives subsidies, grants, 
assistance to industry and trade. Gadgil says: 

"Equally important is it to observe that, where gm·ern­
mcnt gives spedal assistance or privilege, the benefits 
accming therefrom are compounded into assets of the party 
assisted by government without an~· social claim or public 
interest being created within it. So that as against the 
possibility of government's stepping into the field in the 
future, current public assistance results in making acquisi­
timl of interest in the field bv the state more difficult than 
before. That is, there is no q{tid pro quo, present or fuiure, 
for liberal assistance given by government." (p. 141) 

That is the story, how prices are made by supet1>rofit 
hunters and that, too, with government assistance. 

Mavbe, the l'vlinistry for Agriculture and those who like 
to talk of peasant interests being served by government 
policy of giving them good prices and profits may stake 
forward the claim that in this sphere, at least, prospetity 
and prices go without class bias. \'If e have already seen 
Gadgil's views on food prices and government policv. Here 
is another on the question of "prosperity-prices" to the cul­
tivator, who goes to the market. 

"\Vhen talking of the fortunes of the agricultmists, it is 
well to remember that the margin available here is largelv 
the margin that accmes in the wholesaling and processing 
stages. Characteristically, it is that stmtum of farmers who 
are either connected somehow with this stage or are able 
to claim, because of the possibility of withholding supplies, 
some of the margins at this stage that have done well." 
lp. 136) 

\Vhat happens to others? "For the others, fluctuations 
tend rather to depress average earnings than to yield 



38 GADGn. AND THE ECONOMICS 

occasions of making special profits. All indications also point 
to a great difference in the fortunes of the richer and those, 
of the more backward regions. Development programmes 
and expenditure are seen to profit the secure and rich areas, 
while they leave almost unaffected the backWard and the 
poor. All reports point to the same type of differentiation 
between classes as within an area." (p. 136) 

The differentiation between the cities and the villages has 
widened further. And in the countrvside the rich farmer 
has reaped most of the benefits, whlle conditions of the 
agncultural labourer, rural artisan, casual labourer have 
deteriorated. "Even the earnings of factory workers have 
not made any significant progress if 1959 is compared with 
1951. The salariat which, next to labolrr, is important in the 
cities appears to be in a stagnant even perhaps a slightly 
difficult position. It is only the traders and the industrialists 
who appear to have consistently ~done ·wen; and among 
them, the bigger and those in the lar~est cities with the 
largest organised businesses. appear to have done· the best." 
(p. 137) 0 

So whether in relation· to the peasantry; the agricultural 
labourer, or the industrial worker or the salaried middleclass 
employee, their position has lagged behind and their share 
of the national product has fallen. Once again you see the 
hand of monopoly capital in their expropriation and the 
way it uses the price mechanism ·to shift the share of the 
nationill income iii its own favour: ~ 

T,hus Gad gil's attitude to incomes and prices was in no 
way that of the professional apologists of monopoly capi­
talism, who say that wages make prices and that high prices 
are due to high wage5, which harm society.. . . 

Gadgil does not look at the problem of '~ages and salaries 
only from the point of view of the factorv worker or the 
middleclass employee·· in the private sector or ·the ·civil 
sel'Vant. He takes under review the whole of. the employed 
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force in the economy. One or two of his references should 
be studied. Discussing the subject of differences in sahuit•s 
and wages in his note to the Commission (December 1956) 
on the question of "Differentials in Salaries and Wages" he 
says: " ... the differentials in India today are verv large." 
(p. 14) But before discussing that, he mentions the influcnee 
of extemal factors .in payments of salaries in India. 

· "The scales of salaries of higher officials in India had 
been completeh- dominated by British scales and the infln­
en<.:e persists . .. In recent years foreign companies operating 
in India have been recruiting Indians in large numbers as 
officers under pressure of goven1ment. This has· introduced 
a new disturbing element in the situation. The scales offered 
hy these companies to the Indian recruits are comp1cte1~· 
out of line even with the prevailing standards of pav in 
government or private Indian business." (p. 14) 

Another possible extemal factor is the scales of remunera­
tion of the new and expanding inten1ational organisations 
who establish their branches in India or emplov Indian 
cadres abroad. 

The influence of external standards is felt in other direc­
tions also. "The expectations of the rich in general, especialh· 
those of big businessmen, are most poweifulh- influenced 
by the pattern of consumption by the rich in other countries, 
pmiicularly those of 'Vest Europe and ·North America." 

This sets a standard of net income against which all 
personal tax measures and all proposals, such as that of a 
ceiling on incomes, are examined by those who virtnaJiy n1lc 
the private sector in modern Indian industry and trade. The 
same influence the standards of hotel accommodation, 
travel tourist traffic etc. "It is a matter to be very seriouslY 
consiclered whether, the presumed advantage flo,~ing fron;, 
'av tourist traffic may not be counterbalanced bv the possi­
bl~ 'misdirection of n~tional resource utilisation through the 
setting up of unreal standards in this manner. All this seems 
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to emphasise the need to eliminate as far as possible the 
influence of external factors on our expected as well as 
actual standards of consumption in all dirPctions." (p. 15) 

Discussing the same question of wages, salaries, incomes, 
he says : "The whole set of values associated with demo­
cratic functioning of quasi-autonomous small groups and 
with decentralisation of political and economic power make 
it necessary that the leaders, the top executives, and the 
administrators must have standards of consumption which 
do not mark them off sharply from the tiers below." (p. 22) 

Referring to the preaching of abstinence by the leaders, 
he says: "In fact, in this context and in a poor country 
where the leaders have constantly to preach the need for 
abstinence froni wasteful consumption, a comparatively 
moderate standard of consumption for leaders may have a 
high moral and incentive value for society as a whole. At 
least high incentive payments would 'in such a sodety have 
adverse effects through their reactions on public psycholop;y. 
Also, there is nothing in the Indian tradition or in the 
existing Indian situation to show that socially valuable or 
highly responsible intellectual effort has been called forth 
only or chiefly by high incentive payments." (p. 22) 

Gadgil was, however, aware that this would not be 
accepted by the ruling circles. In that case, he sees no 
reason why so much protest should a}'ise about the wages 
and salaries of the working people. . 

And to emphasise the fact that the whole question is inter­
related, he says: 

"It is, however, relevant to observe that all these pay­
ments come out of the total Indian product, and the planned 
development of the country, with all the regulations on 
activity and burdens on the consumer that it involves is 
lar~ely responsible for maintaining the conditions under 
which they are earned." (p. 25) 

But the government, the employers, the economists would 
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sit in judgment on the calories and family budgets of the 
workers but not their own. Hence the workers demand the 
establishment of a general proposition on the basic question 
as to how the national product originates and how it is 
appropriated among various classes of society and sectors 
of economic activity. · 

This general policy proposition may be stated as follows: 
"Wbether the economic activity is in the private or public 

sector, whether it is conducted by indigenous or foreign 
operators, and whether emoluments received are in the 
nature of salaries, wages or profits, the absolute and relative 
heights of all incomes received out of the national pool are 
the concern of the government and the planning authority. 
And whether the payments are imposed, prescribed, per­
mitted, or merely tolerated, they must be taken as pmts of 
the plan. Therefore, whether through appropriate tax policy 
or through direct regulation, all salaries as well as enfre­
prene~trial incomes must be set at appropriate levels." 
(pp. 25-26) Then he proceeds to lay down certain norms 
of wage policy, which nowhere presctibe a "wage freeze" 
but are comprehensive in their coverage and which the 
workingclass movement should do well to studv. 

In his note to the Planning Commission in 1956, on 
"Differentials in Salaries and Wages", he savs the follmvin1( 

"(1) One of the major aims of the plan should be to raise 
the standard of living in the poorest areas and of the most 

_ disadvantaged c:lasses through approptiate plans of develop­
ment and employment. (2) The minimum-wage legislation 
should be enforced in the unorganised sector of· industry 
and in the organised sector of agriculture over as large an 
area as possible. (3) In the organised sectors of industry 
collective bargaining and standardisation of rates of remu­
neration be actively encouraged. ( 4) Continuous and sys" 
tematic attempts to be made to rationalise progressively 
scales of salaries and other types of remuneration paid to 
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top executives, administrat~rs, and intellectuals in all official 
and senti-official employment. One of the main objectives 
of the rationalising process should be to see that, by the 
end of the plan-period, the range of differentials between 
the highest and the lowest scales of official payments should 
not be wider than that obtaining in the UK. Attempt should 
be made ·to narrow the variations between payments by 
various official departments and agencies and payments by 
various strata of governmental authority--<:entral, state and 
local. (5) "Standards of remuneration and earnings at the 
higher levels in private modem business should be amenable 
to public regulation. (6) The standards of convenience, 
amenities, etc. afforded by public services and agencies 
should not be set at levels current in the rich countries but 
should be evolved in appropriate relation to the size of our 
national product and the level of general well-being in our 
society." (pp. 26-27) 

Fifteen years after this was written, neither the govern­
ment nor the Planning Commission is anywhere near this 
policy. Hence the workers are forced to fight and no amount 
of preaching for "strike-free" economy and increased pro­
duction is going to help. 

As regards unemployment, he saw its roots in the same 
phenomenon of concentration of wealth in the hands of a 
few and the ruination of the J.'OOr peasant and agricultural 
labourer. Beaten by the rural bourgeoisie, unprotected by 
the governmental J.'Olicies Which favour the rich, they are 
forced· out front the villages and march to the towns in 
search of employment. 

The educated unemployed spring from the sante funda-
. mental law of concentration of wealth in the hands of 

monopolv and big bourgeoisie, in the towns and the rural 
areas. The inhibition that this imposes on the growth of 
productive forces, throws the newly educated vouth into 
the graveyard of unemployment. And no paiiiatives of 
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linguistic or area reservations are going to do away with 
the roots of the main evil, from which sprout the evils of 
unen_iployment, high prices, falling wages and stagnation 
despite the show of affluence of some cities, areas or classes. 
Gad~, the inveterate opponent of monopoly capital, does 
not mmce words, and does not hesitate to hit hard at the 

' ruling classes, whicii naturally disliked him immenselv for 
thb. . 

Gadgi~ the practical planner, however, does not hesitate 
to discuss and propose short-terni partial remedies to the 
situation, by way of increasing opportunities for employment. 
But he does not see much hope in such short-term make­
shift solutions. In his "Note on Employment and Social 
Policy", July 1959, he says: 

"The situation b worsening and the fact that migration 
to towns and cities is increasing, in spite of a more-than­
proportionate increase in the rate of unemployment in them, 
shows the heavy pressure of the basic situation. The con­
tinued demand for educational opportunities, in spite of 
growing size of the problem of employing the educated, is 
evidence of the sallie heavy pressure. The migration to 
towns or the problems of the educated unemployed do not 
constitute separate problems but are merely two symptoms 
of the general malaise." (pp. 126-27) 

In the conditions in which India b today with its shortage 
of capital, can industrialisation with the most modem 
technique solve the problem of unemployment? Gadgil 
says:• 

"In our situation the adoption, for any purpose, of a 
technique more capital-intensive than that required for 
efficient production in any activity in the context ·of the 
total plan, is to take away a highly scarce factor from other 
activities, and is an action which is not only . unsocial but 
also uneconomic. This character of the action is emphasised 

· when the vesting of .such e:~.'lra capital resources is in 
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prirafe and not public hand,, but it is not excusable even in 
the public sector." (p. 1-52) 

Here is an answer to those who want to follow the line of 
Galbraithian thinking on automation in the conditions of 
Indian economy and its technological base. 

Ha,·ing said that, Gadgil once again comes to his old 
friend, concentrated monopoh- capital. 

"This brief statement supports the conclusion that our 
industiial de\·elopment must be planned on a general 
smallscale-industry model with deliberate adoption of a 
larae scale and of concentration of carJital onlv where 

0 . 

modem production technique o\·envhelmingl)• requires it: 
the corollary is obvious that all such deliberate exceptions 
must be only under strict social control and should prefcr­
abh- be allowed onh- in the public sector." (pp. 1.52-5.3) 

But if the opponents of the public sector defeat this 
line? Gadgil says. "A contrary view is tenable onl~" on the 
suppositions that employment of all human resources is not 
an important national objective, that the human and ecd­
nomic costs of emplo~·ment and underemployment m:e no 
concem of the national plan, and that high concentration of 
industiial production and cap[tal in piivate hands in a poor 
and underdeveloped country does not constitute a grave 
national danger." (p. 1.5:3) 

\\l1at apologist of the extant social order and monopolv 
capital will excuse Gadgil for such a statement which 
should sear through the soul of every humane person? He 
is emphatic that in present comlitions, "it is a decentralise<!. 
dispersed industiial sector that we have to build". (p. 1-5-3) 

And once again an indictment against the ruling classes. 
He cannot refrain from saving: "This has been a part of 
the political slogans of the last decade. But in spite of all 
talk, official policv has actualh- led to the growth of the 
largest organised businesses and the largest metropolitan 
centres." (p. 153) · 
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Even then he pleads for taking up at least public works 
programme, building socio-economic overheads all over 
the country, with the smaller towns at the centre of the 
picture. Organise at least a '1wlding operation" for the 
traditional industries as emplov large numbers and evoke 
an "intermediate technologv", alongside the giants of 
modern industry in the public sector, for the employment 
programme. 

Scanning the whole field of affiuence on one side and 
misery on the other, Gadgil, the economist and patriarch, 
has a word to sav about the needs of the next generation, 
particularly the destitute child, the victim of the forces of 
monopoly capitalism. At the end of his minute on emplov­
ment and social policy he says : 

"Partial and limited programmes of feeding school 
children haYe in recent vears been adopted in some 
states. . . arrangements to take care of destitute children, 
as have been done in some states, also need emphasis. We 
!->hould make our point dear if we state that, in our opinion, 
looking after destitute children as a soda-economic inwst­
mmt for the present and future should hm·e much higher 
priority than, sav, taking care of adult heggars." (p. 1:31) 

In concluding his survey of the prices, income, witges 
and salaries and emplovment problem, Gadgil once again 
fixes his sight firmlv on the nature of the realitv of power. 
He savs: 

" .. . ·the grossly disproportionate share of the national 
diuidend is appropriated Tnt those who tcield political and 
economic potcCI', and by the classes from tchom the state 
nnd social leaders are dratcn." (p. 26) 

It is, therefore, now necessary to go into the question of 
state power, its class nature, the bureaucracy and the ques­
tion of democracy in Gadgil's svstem of thinking. 
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VII 

No thinking on the economy of a countrv is possible 
without looking into the question of state power, that is, 
which class holds that power and makes its stmcture for 
exercising it. 

Since Gadgil had a reputation of being an educationist 
and economist and not an active participant in political 
mo,·ements, it is generally believed that in his outlook on 
the Plan and his economic writings, he would not ha,·e 
raised political questions. This is a wrong impression. Even 
in his notes to the Planning Commission, he firmly held the 
view that no planning in favour of the people and the 
country as a whole is possible without paying attention to 
the question of state power, class-rule, bureaucracy and th<.> 
need for a democratic revolution. He did not write am· 
'pecial note on this to the Commission. But he relates his 
economic propositions and the final success of planning to 
this basic question. Being a genuine scientist in his fi<.>ld 
and particularlY that of economics which very directly 
re,·eals class relations, he could certainh· not shut his eves 
to this crucial problem. Here is his first basic pronounce­
ment. 

In his famous paper on "Approach to the Third Five Year 
Plan", he says: · 

"It is in the tradition of Imlian economists to recognise 
that problems of national econom\' are in essence politico­
economic problems. TI>e proposition does not cease to he 
\"alid because there has been a transition from colonialism 
to independent rule. In any countrv the policies will he 
dictated mainh- in the interest of the classes who actualh· 
hold power. I;1ferentiallv, it is valid to sav that todav i~ 
India real power rests "ith modem organis~d business" and 
the trading communitv. All economic policies, whatever 
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their intention, have been so administered as to benefit 
these classes." (p. 148) 

With that single formulation, Gadgil blows up all the 
false talk of sovereignty of the people, of power being 
exercised by the democratic masses and the talk of the 
welfare state. · 

For all these years, it has been said that it is the wicked 
<lOmmunists who talk of classes, class .struggle and class 
power, capitalists and monopoly capitalists wielding the 
state in their own class interests. Hence, it is necessary to 
know how a celebrated econonlist.like Gadgil, and once the' 
planning cllief of the Government of India, thought about 
these things. He continues with his basic approach in the 
following way: 

"It is important to note that actual power is held by a 
relatively small group, entry into which is becoming 
increasingly difficult; there is considerable concentration of 
influence even within its ranks., and effective control has 
been reduced to a few . hands. and a very narrow social 
base. It appears that Indian social history fs 'entering into a 
new phase. There has been by now a considerable break­
down of the monopoly of the priestly, intellectual and 
martial classes. Instead, political. and economic power is 
being concentrated in the hands of seleqed sections from 
among the traditional trading ~o~unities." (p. 148) • _ 

Does it mean that the state-power in India has come to 
the stage of ·the state-monopoly capitalism, where ·the 
representatives of monopolies openly and actually occupy 
positions in the government and there is a continuous 
exchange between the monopolv houses and ministerial 
posts? In India it is not so yet. 'The Presidents of the Indian 
Union, the Prime Ministers, the Finance and Home Minis" 

·ters and others have so far not been drawn directlv from 
the families of the monopoly houses or big busines;,. as is 
done in many European' .. countries or in the USA. One 
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reason for this is also the fact that capitalism, and specially 
monopoly capital, has not yet occupied all the avenues of 
production, distribution and exchange and is not yet the 
producer of the O\"erwhelming part of the gross national 
product as is the case in highly capitalised countries. 

But capitalism in India without being directly intcgratl'd 
with the state, as in state-monopoly capitalism, uses the 
state power as its instmment of suppression and exploita­
tion of the toiling masses. These functions which were 
formerly discharged in the pre-capitalist or feudal period 
bv the mling castes of India are now exercised by the new 
class, the bourgeoisie in alliance with their mral counter­
part. Gadgil certainlv does not use our terminolog,· hut his 
analysis and class characterisation are mo1·e or less the 
same. 

As to whv the direct identification of the top personnel 
of the state-power and the personnel of the exploiting 
classes has not yet taken place in India, he sa,·s: 

"The existing situation is, however, unstable. Exercise of 
power by big business cannot yet he open. There is need 
for egalitarian and socialistic slogans and some pressure for 
actual action in those directions. The apparently inexpert 
handlin~?; of measures such as state-trading in foa<l,grains 
might thus not be due so much to incompetence as to the 
conscious or unconscious desire not to harm dominant 
interests, through effecti\·e operation of policies unwilling­
],. accepted. The slogans have, so far, remained confined to 
the relativeh- innocuous area of land and agriculture: bnt it 
is uncertain they can alwa\'S be so contained." (p. 148) 

Herein stands exposed the whole truth of the sahot-Jge 
that the bourgeois-landlord interests are able to earn· out 
to thwart the economic development of the countn· ;!long 
democratic lines demanded hv the masses and "nnwilling­
lv accepted". The wav the public sector plants of the most 
vital significance to the countl):'s growth fail to work 
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according to "plans", as in HEC--Ranchi, Durgapur or 
Bhopal and Hardwar, •etc, shows the truth of Gadgil's 
analysis· as to how vested interests of big .business and 
monopoly capital manage to sabotage the public sector. 

Having shown the class basis of the economy and state 
power, Gadgil raises the important question as to who 
manages the state machine. There is an elected Parliament, 
the legislatures, ministers and so on. The majority of the 
legislators reflect the interests of the economically domi­
nant classes in the socio-economic structure. But even they 

, do not administer the machine. The elected legislatures 
pass laws and take· policy decisions, but the execution is in 
the hands of the nominated, paid, irremovable bureaucracy. 
'Whom dc>e$ it. represent? ·. It represents the exploiting 
·classes, which, render any democratic intervention bv the 
people and coordination .of policies and work in fu!Jllment 
of planned policies impossible. ·· · 

"Thus coordination which would force the "emergence ol 
a consistent policy-frame would not only lead to action 

' opposed to general capitalistic interests and make much 
more difficult manipulation in individual instances, but 
would also reduce the numbers and powers of individual 
officers. Coordination, slmplificatfdn, ·or decentralisation Of 

· official agencies are not likely to receive support .in hie;h 
official Circles which are again, of recent !fears, developing 
close C(}nnections Wl!h organised business." (p. 146) 

· . Bureaucracy is, therefore, the greatest hindrance to real 
democracy;·whicb it sabotages by wearing the mask. of . 
formal democracy thaf we have today in India: · . . . 

If planning Is to be successful, it. most be decentralise~ 
•and the masses·drawn.!nto itS forrimlation, functioning and 
ful.Glment;, It has been done that owav in many sociallst 
countries and Gadgil cites the examples 'of. Russia, Yugo­
slavia China, etc. If it were so: done In lndia, "It will act 

• a5. s~me .counterweight: to 'the existing overwhelming, 
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politico-economic influence of large organised business and 
of the top bureaucracy." (p. 159) 

Again and again Gadgil reverts to the subject of the 
state, the classes that make state power, the bureaucracy 
that nms it for the interests of the bourgeoisie (large orga­
nised business) and the necessity of decentralisation and 
coordination, so that the masses by their participation can 
negate the bureaucracy and prevent the monopoly capi­
talists from using the whole process for furthering their 
class interests. . 

In his aide memoire, which he and Dr V.K.R.V. Rao, 
another noted economist, l!ave to the Finance Minister. 
C. D. Deshmukh, the -two, therefore, proposed the 
followinr item in the measures to he taken to build new 
forces to mana<!e the public sector. ruising on the basis of 
Pationrlisation of the monopolies. The item says: 

"Overhauling of the .existing monolithic structure of the 
superior public service to provide for the accession to it of 
the new elements required for business-units in the public 
sector as also for brin)!ine: some freshness of outlook, and 
for giving adequate opportunities to these elements." 
(o. 35) 
- This was written in January 19.~6. The rulinq classes and 
the entrenched bureaucracv never allowed- this, as well as 
the other planks of GadJ!il's memos to be e:lven effect to. 
As a result, not onlv the public sector. but the whole Plan 
and economy have been suffering from the inevitable 
cramps of the caoitalist crisis, whose burdens. as alwavs, 
are sought to be shifted on to tbe shoulders of the toiling 
masses. How and who is to chanJ!e this situation? 

Discussin~ the nrospects for the Seconil Plan in 1957. 
and the unsuitabilitv of the present svstem for a democratic 
structure and his suve:estions for chanqe, Gade:il raised the 
question of the necessitv of a trulv democratic class party, 
representing Jhe toiling masses. He said: 
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"It has to be emphasised that we have neither a dictaton 
nor a small group of determined persons with clear notions 
as to what they want, nor a monolithic party ruling the 
country. The seemingly all-powerful Congress Party is 
composed of heterogeneous elements and is surprisingly 
sensitive to mass opinion and reaction. In its structure and 
working, it is more akin to Hindu society than to the 
ruling parties in the communist countries. Most of the 
inadequacies described above arise out of certain historical 
circumstances. The ruling section of the Conwess Party, as 
of all other political parties in India includin~ the com­
munists, is drawn mainly from the urban educated profes­
sional and administrative service class; to these have been 
added, in recent decades, representatives of certain trading 
and financial classes who are dominant in modem busine<s. 
It is the prejudices and interests of these that consciously 
or unconsciously obstruct. the steps needed to bring al"mt a 
real social revolution. Also, the class composition of the, 
ruling section cuts it off from the rural masses making it· 
less sensitive to their needs as also less sure of enthusing 
them." (p. 59) · 

Thus Gadgil, the scientist, did not shrink from thinking 
out the problem of economy, politics and social revolution 
in all its aspects, including the need for a monolithic class 
party. 

Contrary to what certain philistines wrote about him 
after his death, Gad!ril was a profound thinker and looked 
at each problem and situation in a · dialectical manner. 
Knowing what social revolution is and what the resistance 
of the entrenched vested interests is to anv change that 
affects their class interests, he did not hesitate to draw on 
international experience and comparisons. He admired 
Soviet planning methods though not their incentive princi­
ple. He even liked the Chinese approach of 1956 to e~ali­
tarian life of austerity. And ·when it came to the question 
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of using compulsion and coercion through the state on the 
wtwilling vested interests, Gadgil was all for it. In his 
usual style, he called it "regulatory measures». Wbom has 
he in mind? 

"For regulating modem business, both for attaining the 
production targets and for restraining possible monopolistic 
practices», he wants a "regulatory system." (p. 33) 

· To those who want to denounce such measures of regu­
lation or compulsion or coercion as they call it, as being 
the accompaniments of the dictatorship of the communist 
countries, Gadgil gives instances of non-communist non­
planned economies. He says: ·. 

"In cgntrast with the East-European economies the 
planned sector in India -is very small and the apparatus of 
controls, allocations, etc. very meagre and inefficient. In 
fact, the power of the state to regulate econolnic activity 
is less in India than in many West-European countries 
which are said to have unplanned economies. The propor­
tion of national income collected through taxation and 
other measures bv the state in India is much less than that 
in these countrie~ of West Europe .• The area of economic 
activitv directly under control of the state is also propor­
tionatelv smaller in India than in many of these coun­
tries ... " (p. xii) 

Planning in India under the extant capitalist economv 
and under a state power, not yet amenable to the will of 
the democratic masses, cannot do without operating a 
regulatory system of compulsions against the monopolv in­
terests, who want to exploit the national economy and the 
masses for their own class interests. And if this is not done? 

"The possible results of the present state of unprepared­
ness in this connection are that while the taxation and 
public-sector-investment parts of the pl~n ~ill go through, 
the necessary efforts for building up the cooperative system 
-and for regulating the activities, in par.ticular, of modern 
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business will not be made. As a consequence, Plan targets 
will be unevenly fulfilled; an even more dangerous likely 
result is that social objectives will totally miscarry, and the 
efficiency of the present Plan and the country's ability to 
plan for the future will be greatly impaired." (p. 33) 

And it happened as he predicted it. The Second Plan 
had to be phased. 11te Third Plan had to be abandoned. 
And the Fourth remained still-born for a long time. {And 
we can be sure that the one that ushered in recently will 
soon go out of gear.) 

The ·economy got dislocated. The working class,· the 
peasantry and the middle classes began to rise in revolt 
against the misrule of the ruling Congress Party and the 
parasitic classes whom it represented. 

In November 1960, Gadgil had predicted the coming 
upheavals. He had said: 

"In the not-too-distant . future there is bound to be 
definite confrontation of the actual possessors of the 
politico-economic power in the country, the large business 
interests, the top administrative and professional groups 
and the political parties supported by them, with the mass 
of the common people ... " (p. xvi) . 

11te great confrontation e~-ploded in 1967 and soon 
forced the ruling Congress Party to cltapge its positions. 
And Gadgil, who had all along taken the role of an a<hriser 
from afar, agreed to join the Planning Commission as its 
Vice-Chairman, that is, its virtual head. But neither tlte 
new ruling circles led by Smt Indira Gandhi nor her 
entourage por the vested interests would agree to the 
principles or norms . of practice and behaviour that Gad gil 
had so long preaclted and now waltted to be acted upon 
by the governmeQt and the Planning Commission. He dis· 
agreed. 11te new regime also, whiclt wanted more of a 
durbari in attendance in the cltief of the Planning Com· 
mission than a deteymined, thinking, uncompromising 
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antimonopolist head, could not stomach Gadgil-neither his 
economics,- nor his politics nor his practice, nor even the 
compromises he sometimes made to break inevitable dead­
locks. He was ever prepared to modulat!" or modify his 
strong views, up to a point, but not give up his fundamen­
tal positions against monopoly capital. The bureaucrats, 
parasites and charlatans won and the principled thinker 
lost. He went out of the Commission and out of the world. 
He had finished his battle. He left his thinking behind in 
his profound notes on the economy a11d politics of India, 
to act as some guide for- the builders of revolutionary 
democracy in a developing economy of a newly-liberated 
country, still carrying many scars of its past slavery and 
hopes of its future of democracy and socialisui. 
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