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PREFACE TO THE FIRST EDITION

The importance of the subject dealt with in the present
book can be gauged from the fact that at the very time when
Prime Minister Nehru's personal attention was being drawn
to two such significant problems as the Korean Truce and the
Indo-Pakistan negotiations, the Eastern Economist demanded
that the Prime Minister should pay undivided attention to
questions of economics even at the expense of these other
important problems.

This demand on the part of the mouthpiece of Indian big
business is quite understandable. For, every claim which
big business has so far. made with regard to the “peaceful and
democratic solution of India’s economic problems” under the
leadership of its representatives is being proved to be false
in the course of actual developments. The tall claims:-made
at the time of the publication of the Draft Outline of the Five
Year Plan, and subsequently at the time of the introduction
of the Final Plan in Parliament, have all been falsified by the
very “Progress Report” of the Planning Commission issued
within six months of the publication of the Final Plan. The
Congress Working Committee, and subsequently the A.I.C.C,,
had openly to admit that, in spite of the vaunted progress of
the Plan, unemployment is growing rather than declining.
The Planning Commission has now had to come out with a so-
_called “ll-point programme” for the ‘alleviation of dlstress
among the unemployed. -

Though the failure of the Plan is thus being admitted by
the very organs of the Government and the Congress, they
all refuse to admit that the failure is due to the basic charac-
ter of the Plan itself. All sorts of specious arguments are
being advanced to show that there is nothing inherently
wrong in the basic premises of the Plan and that the failure
is entirely due to certain forces beyond the control of the
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‘Indian ruling classes. On the basis of such an assessment
of the causes for its failure, all sorts of ingenious remedies
are suggested, as for example, the A.I.C.C’s suggestion to
restrict education in order that the volume of unemployment
among the educated may be reduced! Attempts are also made
to divert the attention of the people from the real causes of
the malady by such movements as Bhoodan, Shramdan, ete.,
presenting them as solutions for the problem which are in
conformity with “Indian traditions”.

It is necessary, under these circumstances, that the real
cause of the failure of the Government policies is systematical-
ly studied and widely broadcast among the mass of the people.
Only if the overwhelming majority of the people are made
conscious of the fact that the economic malady that is afflict-
ing our society cannot be cured by such tricks as “the Prime
Minister paying his undivided attention to the problem”, .but
by radically changing the present policies of the Government.
For, the underlying reason for the ever-sharpening crisis of
our economy is the fact that British imperialism and feudal
elements inside the country are hampering the development
of our productive forces.

It is to bringing this out that Comrade Ranadive has de-
voted his book, The Crisis of Indian Economy. The mass of
facts which he has arrayed in the book will undoubtedly be
of help to the reader in understanding the real causes of the

- economic crisis and then to broadcast them among the people.
i

Maybe there are points made in the book with which one
may not entirely agree. I, for one, feel that Comrade Ranadive
has failed to bring out the fact that the recent intensification
of the crisis has pitted Indian’big business itself against the
British monopolists. It is true he has given some instances
of individual representatives of big business expressing resent-
ment against foreign competition (like the speeches of re-
presentatives of the soap industry and of such representatives
of big business as Mr. G. D. Birla and Mr. Homi Mody), but he
has failed to mention such a significant development as the
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Memorandum submitted by that organisation of big business,
the Federation of Indian Chambers of Commerce, to the
Government of India, sharply criticising the competition of
foreign capital in general. Nor has he mentioned the con-
flict which recently manifested itself in the Central Advisory
Councils for export, import and industries, between re-
presentatives of big business and Minister Krishnamachari on
the issue of foreign competition. Failure to mention these
developments leads one to an inadequate understanding of
the rapidity with which the conflict between the Indian big
bourgeoisie and the British monopolists. is developing.

This criticism, which I 'have to make, or other points of
criticism which may be made by others, do not, however,
detract from the value:of the book which, I am sure, will
prove of immense help to the readers in understanding the
present economic crisis.

Delhi, ; E. M. S. NAMBOODRIPAD
August 6, 1953



PUBLISHERS' NOTE

The first edition of this book appeared in
August, 1953 and mainly covered developments
up to Decembq-r, 1952. It was soon sold out and
the continued demand for it has made this second
edition necessary. The author has taken this ,
opportunity to thoroughly revise the book and
bring it up-to-date. '

March 25, 1954.
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Chapter I

INDIA AND THE ANGLO-AMERICAN
WAR ECONOMIES

WHEN the slump in commodities shook India in February
1952, following a recession which overtook the capitalist world,
there were many interested parties who hastened to assure the
people that the slump was just a passing phenomenon, that
Indian economy was in a very healthy condition. Spokesmen
‘of the Government as well as of industry and trade were one
in declaring that what they were passing through was certainly
not a crisis, but just a recession, or a minor adjustment to
changed conditions. Many assured us that the situation was
almost wholly due to the activities of the speculators—the
black sheep of the trade—and that but for them the recession
would have been seen as an adjustment to new conditions. The
ruling circles whose policies brought about the slump and
those who thrived on them, both made attempts to screen them-
selves by pointing their fingers to the speculators who, no
doubt, were very active but who certainly were not the sole
cause of the slump.

Within a few months of this general assurance about the
well-being and health of the economic structure, Indian indus-
try seems to be on the run; its internal market is shrinking,
leading to accumulation of stocks; its external markets are
shrinking with greater rapidity with the gradual creeping in
.of the economic crisis that is gripping the capitalist world; some
of its products abroad will soon be facing fierce international
competition because of this very crisis and the entry of new
and powerful rivals. India’s foreign trade, which dominates
her internal economy, is crushing her under the burden of
unequal exchange that goes on between her and the im-
perialist countries, especially Great Britain and America. The
people are directly feeling the effects of ‘these developments
through an increase in unemployment. A great number of
people are now unable to buy daily rations of food and other
necessaries of life. ' '

c1
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Instead of the optimistic statements of a few months ago,
industry and trade now talk of accumulation of stocks and
depression. The speculator .is no longer held solely respon-

- sible. However, the Government, the imperialists and the
Indian capitalists do not yet admit that Indian economy has
been drawn into the -vortex of the capitalist crisis. They
hope to exorcise the crisis with the aid of the dollar -wonder-
land. In the meanwhile, behind the facade of controls, the
Government of India takes measures and does everything to
soften the blow of the crisis for the imperialists and the big
bourgeoisie and pass on the burden to the Indian masses.
Government controls and decontrols have just this meaning
for the Indian masses.

Thus Capital, which represents the views of British capi-
tal invested in India, wrote the following about the slump in
its issue of March 13, 1952:

“The important thing to ascertain about the commodities’ slurap
is whether prices are going to go on falling further and if so
whether the fall will lead to a real industrial recession, with restric-
ted production, unemployment and widespread financial failures. ..
Standing back a-little from the last fortnight’s developments and
looking at the long-term prospect, it is impossible to believe that we
are now entering an era of continuously declining prices that will
‘bring the wheels of production to a standstill. A moment’s consi-
deration of the arms budgets of the Western Powers and the de-
velopment projects of their Asian friends is enough to exorcise this
phantom. But it is quite likely that we have entered an era of lower
prices which will necessitate a wholesale scaling down of the fiscal
burdens imposed on industry during a period of inflation.”

Only relieve the imperialists from taxation—and everything
will be all right, such is the panacea proposed.

In its leading article of March 7, 1952, the Eastern Eco-
nomist wrote:

_ “The spectacular break in prices which has been experienced
this week has all the appearance of a crash; ...and yet deeper con-
sideration will show that prices cannot now stay crashed....This
is primarily a recession of the same order as the recession in other
countries; it took on the nature of a crash because of the unwise
restriction of credit in a country where speculative influences play
an undue part in the maintenance of prices. Within a reasonable
time—it may be a fortnight—distress selling should cease. Then
the crash will reveal itself as the recession which it really is.”

- These hopes proved to be false and the paper wrote the
following sixteen months later:’

“The Finance Minister’s recent pronouncements certainly raise
the issue whether the Government of India is aware, or, if aware,



