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PREFACE TO SECOND EDITION.

As copies of the first edition of this book which was published
in December 1934 have been sold out, a reprint of the same has
become necessary to meet an existing demand. It is too soon even
for statistics to need revision. Advantage has, however, been
taken of the occasion to enlarge the Index and reprint the book
in the form of a popular edition to reach a wider circle of readers.

M. V.
1st March 1936.



PREFACE.

IN this volume an attempt is made to present a brief but compre-
hensive view of the Indian situation in its economic aspects and to
urge, in respect of the problems before the country, the adoption of
certain courageous solutions based on recent world experience.

A larger aim is to suggest the creation of opportunities and a
course of action calculated to so strengthen the Indian in the busi-
ness sphere that he may, within the shortest period possible, be-
come, man for man, as capable a citizen, as strong a national and as
broad-minded an international, as his compeer in America, Europe
or Japan.

The first step in this process is self-examination, that is, a
survey and analysis of local conditions in India and a comparative
study of the same with those of her prosperous contemporaries. I
have preferred an objective treatment of the Indian problem in this
manner because it seemed to me the best way to impress the need
for immediate action. The Statistical Tables, given at the end of
the book, have been specially prepared for this purpose. A periodi-
cal self-examination like this is always beneficial to the moral health
of any nation, and it will be particularly so, in the case of India in
her present low economic position.

The prolonged delay in constitution-framing and the absence
of any move to grapple with the unemployment problem and other
accumulated ills have intensified public anxiety in regard to the
country’s future. A cursory glance at the Tables is enough to con-
vince the reader that the existing economic organization has failed
us badly and that a modern and appropriate organization, modelled
after the Economic Councils operating in European countries, is
urgently needed.

There have been no reasoned policies, no plan, no programine
in the past to improve the income and wealth of the people. A
Ten-Year Plan is, therefore, suggested to cope with the situation
and to carry out speedily many long-delayed reforms and develop-
ments.

Both the organization and plan recommended are based on
recent experience and they can be put in hand at once with a feel-
ing of certainty that, under any reformed constitution, that may
come into existence later, they will be pushed forward with accele-
rated speed.

The country is in a position to-day—as it never was before—
to advance to the front at a bound. The people have most of the
facilities required for a big step forward. Enormous numbers of
trained men and huge masses of uneducated population are waiting
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by the roadside to be picked up, drilled and put to work to increase
production and service.

An immediate beginning on the lines of the plan and organiza-
tion will be most helpful to deal with the unemployment and other
urgent problems and to relieve distress. Since the Government
of India appear to be thinking actively in the same direction for
some time now, though they have not been able to reach any prac-
tical decisions yet, it is hoped prompt action will be taken to set
the Government machinery in motion and put in hand the first
year’s work of the Ten-Year Plan.

There should be no hesitation to proceed with the plan on the
score of lack of funds. Where a nation’s prosperity is so closely
concerned, money should be found somehow—by borrowing, if
neecssary. The credit of the Government of India, which is also
the credit of the people, is sufficiently high and the country is en-
titled to use all its potential resources for carrying out such a
Plan. No leading modern nation has reached its present pros-
perous position without being in debt during all the time it was
building up its assets or wealth.

It is hoped Government will co-operate with the people and,
between them both, provide all the cash and credit and man-power
and machine-power needed for reconstruction and recovery. Ii,
however, they show no inclination to make a start, it is up to the
leaders and representatives of the people to concentrate attention
on such of the measures recommended as may be immediately prac-
ticable, and take vigorous action to influence government policies
on the one side and stimulate private effort on the other.

A public statement by recognized leaders either of approval of
the proposals urged in this book, or of any alternative recommenda-
tions, will go a long way to stop the conflict of views and waste of
effort now going on in so many fields of economic endeavour. In
the former case, the way to practical action will be clear. But in
the latter, the action to follow may be determined at a conference
of acknowledged leaders convened for the purpose.

The book is based on information and ideas gathered during
repeated visits to Europe, America and Japan, undertaken mainly
with the object of studying how best the interests of a backward
country like India could be furthered under the complex conditions
of present-day civilization. '

In preparing portions of the book, I have kept in view the
requirements of the general reader, the political thinker and the
business man, who may care to use it for purposes of reference.
‘The figures in the Tables and the text have been checked and re-
checked so as to run no risk of overstating the case.
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I have had the advantage of exchanging views on the prob-
lems dealt with in the book with a large number of representative
men in the front rank of business and politics. The views expressed
in my own speeches and publications within the past two or three
years have been freely drawn upon and I also wish to place on
record my deep appreciation of the kindness of friends who read
the manuscript as it was being sent to the press.

M. V.
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PART 1
ECONOMIC SURVEY






CHAPTER L
INDIA IN A PROGRESSIVE WORLD.

World Changes—India under a Double Disability—Two Fundamental
Measures—Survey, Analysis, Comparison, Self-Examination—An All-
India Economic Organization—Lessons from Progressive Countries—
A Ten-Year Plan—Scheme of the Work.

WorLp CHANGES. .

WE are living in a rapidly changing world. There have been
greater and more rapid changes within the past 40 years than were
witnessed in the previous 300 years. This is due partly to the
many remarkable scientific discoveries and mechanical inventions
to which this new era has given birth and partly to the World
‘War from the effects of which we are not still free.

In the political sphere the principal change has been the
constitution of a League of Nations which originated with the
Treaty of Versailles in 1920. The League is intended to bring
the States and the peoples of the world closer together into one
Commonwealth of Nations and to regulate their political and
economic relations in conformity with the common advantage and
safety of mankind.

For well-known reasons the League is at the present time
merely an advisory body and has little power to enforce its
decisions. It is said Geneva discusses much and concludes nothing.
But as the League was created to promote the permanent interests
of humanity, it may be confidently hoped that it will grow in
popularity as its aims become more widely known and appreciated,
and that a World-State with real authority to enforce international
co-operation will come into being in the fulness of time.

In the business world, mechanization and mass production
methods are making rapid advance and the capacity of manufac-
turing and farm establishments to produce commodities has
increased on a scale which could not have been thought possible
a generation ago. At the present time the producing power
among industrial nations is said to be about 50 per cent. in excess
of the purchasing power of the consuming populations of the
world. If some method of securing an equitable balance between
production and purchasing power can be devised, the living condi-
tions for the average citizen are likely to undergo a radical change,
'his working hours may be reduced, his drudgery minimised and
sufficient leisure found for him for culture and recreation. But
although the attention of - the thinking public has been drawn
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to this question, no formula has yet been devised to secure this
much-needed balance.

The world has undergone and is still undergoing great
changes in economic structure and outlook. Amidst these world
conditions, a disquieting change that is taking place in India is the-
rapid growth of population without a corresponding rise i
production or income.

The changes referred to are having a far-reaching effect on
the welfare of the world population as well as that of India. They
have to be closely watched and the affairs of every country suitably
adjusted to them from time to time in the interests of the local
population. Such adjustments are taking place in every progres-
sive coyntry but so far as India is concerned there is no move
in that direction. The Government always put on a complacent
mood whenever they speak of the economic condition of the
people, while even a casual enquiry is enough to reveal a tragic
state of things—ignorance, inefficiency, dependence and a poverty
which has no parallel in Western countries.

INDIA UNDER A DoOUBLE DISABILITY.

Trade depression and economic losses have, for the past four
or five years, afflicted India in common with the rest of the civilized
world. The population, insufficiently employed even in normal
times, is experiencing acute distress at the present moment,
owing to the phenomenal fall in prices and loss of purchasing
power.

India is thus suffering at present from a double disability
from which she has got to be rescued. The countries of Europe
and America are experiencing a temporary loss of efficiency
through trade depression and monetary disorders, but India, under
her non-modern economic order, is in a state of decay or partial
paralysis, and if any redress is to come to her, her entire economic
and political structure requires to be remodelled. While, com-
paratively speaking, the States of Europe and America are
concerned only with recovery from a temporary depression, India.

has need of recomstruction of her entire political and economic
life.

Two FuNDAMENTAL MEASURES.

Since the close of the War, two measures or developments:
are becoming popular among nations keen on rapid economic:
advance. One is the establishment of a special Economic
Organization, and the other, a national Economic Plan, the object
of both being to accelerate reforms and speed up developments
which are in arrears. These two measures form the basis of
the constructive scheme projected in this book.
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SURVEY, ANALysrs, COMPARISON, SELF-EXAMINATION.

Indian economic problems are under constant discussion imr
the press, in the central and provincial legislatures and elsewhere,.
but they are usually dealt with as isolated themes from a variety
of standpoints often lacking sense of proportion, and often also-
militating against the permanent interests of the Indian nation
as a whole. Their treatment is without the background of a con-
nected complete picture. An attempt is made in this book to
provide this background and explain matters in their right rela-
tion to enable the Indian reader to realize the true position
occupied by his country in the business world and his own place
in the scheme of things.

It is the duty of every people and their government at regular
intervals to take stock in this way of such economic factors as.
assets, income, occupations, business activities, equipment and.
education, in order to obtain an idea of how their country is.
faring as compared with other progressive countries, what resources.
are within reach for further betterment and how they may best be
mobilised for the purpose.

The Statistical Tables are intended to show how India stands
as compared with some of the more advanced countries in economic
activity and achievement. The comparisons made are admittedly
not under identical conditions in all cases; and in dealing with
so wide a range of figures, it is impossible to claim that their
appositeness and accuracy are in all cases above cavil. Notwith-
standing this, it will be seen that they turn the light of truth on
many aspects of the economic situation not hitherto correctly
appraised and point to some very striking conclusions.

The survey in the first part of the book, taken along with
the Statistical Tables, brings into relief nearly all the important
problems in the economic field which are a source of anxiety and
concern to the Indian public at the present time. Defects have
been located, causes traced, resources brought to notice, so that the
reader may realize precisely what has gone wrong with this old
country of ours, what remedies are called for and what readjust-
ments are possible and necessary for strengthening and safeguard-
ing the country’s economic future.

AN Arr-Inpria Economic ORGANIZATION.

India has long been at a disadvantage on account of her
position as a Dependency of Great Britain. The rule from _that
distant island, being akin to that of an absentee landlord, has taken
away from the people some of their natural functions, some of
the duties and services which they owe to themselves and their
fellowmen, almost all the privileges connected with the initiation
and control of high policies and the planning and regulation of
their own economic order. By keeping the people ignorant and
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by reducing their opportunities for work and initiative, the present
administrative system has increased their dependence on foreign
countries for many of the commodities which require technical
knowledge and manual skill for their manufacture.

India has a population which is about seven and a half times
that of the United Kingdom and three times that of the United
States of America. Given the opportunity, the Indian population
should be able to produce goods and services commensurate in some
measure with the country’s large size and vast resources. If the
people are properly equipped with machinery and technical skill
and taught to work regular hours and transact business under a
modern organization—there is no reason why they should not
and there is evidence available that they can—the productive power
generated would be colossal. But the average Indian, as the survey
will reveal, is ill-fed, untrained, undisciplined, while nine-tenths or
more of the total population of India is illiterate. There is no
organization to remedy this state of things, none to see that the
enormous human energy in the country is mobilised and put to
work. The public policies, not being directed by the people them-
selves, are not adapted to the eradication of these permanent dis-
abilities and the result is an appalling waste of man power.

There should be some one interested in the economic progress
©of the people, some agency to study their deficiencies and wants,
some thinking centre to mould their thoughts and shape their future
destinies. It is suggested that one such should be brought into
existence, by creating an all-India organization made up of a
Central Fconomic Council, predominantly unofficial, working in
<lose association with a Development Department of the Govern-
ment of India, Provincial Economic Councils in similar relation
with the Provincial Governments, and Local Fconomic Councils
distributed at the rate of one at least for every city and district.

If it is decided to bring order into our economic system, there
is no lack of outside experience to guide us. Within the past fifty
years, countries like the United States of America, Canada, Japan
and Sweden have worked tirelessly to develop their material
resources, to stimulate industry and trade and to wrest wealth
and power, in some cases, from very unpromising surroundings.
‘The author has had opportunities of discussing with the leading
statesmen, economists and business men of those countries, the
more pressing economic world problems in relation to their own
country as well as India. The experience of the countries named
will, if utilized, be of immeasurable value in any attempt to rebuild
life and polity in this country.

ILLESSONS FROM PROGRESSIVE COUNTRIES.

The creation of an economic organization or agency to work
out many much-needed developments and make up for lost
opportunities will itself be a notable departure from administrative
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traditions. 'The first duty of this organization should be to survey,
analyse and carry on a comparative study of the economic conditions
in India with those of the leading progressive countries of the world.
Such an investigation would reveal the deficiencies and wants under
which the country is labouring, suggest remedies and developments.
that are within reach and draw attention to resources wherewith
to meet them. The comparative study would also suggest many
new policies, measures and practices which have helped those
countries in the past and which may be relied on to help India in
her long wished-for rapid advance.

A TEN-YEAR PLAN.

The next step which the economic agency referred to should
help government to take is the preparation of an Economic Plan—
say, a Five-Year or a Ten-Year Plan—for dealing with the
accumulated deficiencies and wants. Such a plan is usually prepared
by a small Commission consisting of economists, tried adminis-
trators and leading business men specially qualified for the work.
The essential characteristics of the plan needed are outlined in
Part II of this book.

It is proposed under the Plan to bring all economic problems
of India into one conspectus; to prepare an analysis of Indian
conditions and examine how they stand in relation to foreign
countries; to concentrate attention on increasing production and.
the use of modern tools and machinery; to obtain for this work
all the guidance that can be had from foreign experience; to
mobilize the country’s resources in men and money to give effect:
to the plan; to review progress periodically and maintain a record
from year to year. Such, in brief, are the objects of the plan.
The Indian plan should avoid communistic tendencies; its basic
policy should be to encourage collective effort without interfering-
with individual initiative. The developments should be more on
the lines followed in the United States of America and in Turkey.

The plan is capable of being put into immediate operation,
if the Government and the people agree to work it and are prepared.
to make the necessary sacrifices demanded in their respective
spheres.

If the other measure, the economic organization brought into
being for working out such a plan, is able to give results at a
reasonable pace in these directions, it will automatically provide
the mechanism for self-help and initiative needed for many other
purposes in future and set free the imprisoned creative power of
the people. In this way, the nation will be enabled to develop
into a self-sufficient and self-improving organism.

ScHEME oF THE WORK.

Though the masses still continue to believe in Kismet and
Karma, there is a general awakening in the country. A new spirit



