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TO
THE MEMORY OF MY FATHER






PREFACE

I was Sir William Meyer Lecturer in Econo-
mics in the Madras University for the year
1932-33, and delivered six lectures in March
1933 on ““Some Aspects of Economic Planning”.
The lectures were not read, but delivered ex-
tempore from full notes, which have now been
revised and amplified into the form of lectures.
The first and the fifth lectures have been con-
densed into the first lecture.

The long delay in the publication of the
lectures has been due partly to the fact that my
time was taken up with other work of an
administrative character, and partly because I
was hoping to amplify the lectures into a fuller
work which should contain some account of
the Russian and the Italian experiments in
economic planning, and also deal with some of
the theoretical problems that arise in connection
with economic planning. I realised that this
involved more study and work than I could find
time for, and I decided to publish the original
material revised and brought up to date as far
as possible. I should add that the last lecture
does not profess to be anything more than
an introductory outline of the subject. Sir



M. Visvesvaraya’s recent book on “Planned
Economy for India” treats the subject in greater
detail, and I am not myself without hopes that
in the near future I may publish an amplified
version of the last lecture, supported with
statistics.

It remains for me to express my obliga-
tions to the Madras University under whose
auspices these lectures are now published.

Bangalore,

September, 1935. N. S. Sussa Rao.
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INTRODUCTORY

“MEgN are born of two kinds,” says Mr. J. M.
Keynes, ‘“Mercantilists and Inflationists,—
those who believe that a sufficiency of
solid gold is a cure for all financial ills,
and those who believe that a sufficiency of
cheap credit and paper money will promote
unlimited prosperity for us. Each school, in
turn, influences the conduct of affairs. The
truth lies with neither.”* The student of meta-
physics may seek for the cause of causes, and
the square root of minus x may be the key
he is looking for, but in our own science
it is a curious fact that the - emphasis,
whether it be in theoretical investigations or in
practical applications, lies now on one, and at
other times on the other, of a pair of opposites.
The small wversus the large business, the
law of increasing and the law of decreasing
returns, monopoly and competition, free trade
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ECONOMIC PLANNING

and protection—these by turns seem to domi-
nate academic thought as well as prevail in
practice. So is it with private enterprise and
collective action. It has been said that a “com-
paratively short period of expansion, of laisscs-
faire, relatively to a longer preceding period
animated by a desire for economic organization,
is now being followed by the beginning of a
new period: we are going into a new period of
economic and social organization which is
likely to last for a considerable period.”””
The form that the demand for collective
action takes now is that of Economic Planning.
Economic Planning, at first associated with
Socialist thought and now receiving its
largest objective expression in the Russian
Experiment has, however, a wider appeal.
“We may not all be Socialists now, but we are
certainly nearly all planners”® so much so that
a vast literature has been growing up and
librarians are said to have adopted Economic
Planning as a new head for classification of
this large mass of writing,* while the phrase
is in danger of becoming a cliche, if indeed it
has not become one already.

It would not be correct, however, to assume

2
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that Economic Planning has its domicile only
in the realms of economic fancy and aspira-
tion, for, as Prof. Jevons has remarked, plan-
ning has entered the field of practical affairs;’
and like the character in Moliere’s play, who
was amazed to find he had been speaking prose
all his life without knowing it, statesmen and
administrators and business men have been
planning the economic life of the community
in one aspect or other, at any rate in segments,
without being aware of the fact. Kconomic
Planning has claims on our attention, not merely
because of its topical interest but on account of
the large issues of theory and practice it raises.
It raises once more the secular issue of private
enterprise versus collective action, of individual
freedom against social pressure, while economic
practice in recent years, even outside Russia,
Italy, and Germany, furnishes ample evidence
that the rivalry between private entetprise and
collective action is not only a topic for
academical discussions, but a living and hotly
canvassed issue in the life and practice of
people.

There is undoubted need for a dispassion-
ate examination of the principles and the aims

3
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of Economic Planning, and it is not alto-
gether fanciful to suggest the appropriate-
ness of such a study to the Foundation
under which these lectures are delivered.
FEconomic Planning, to put it generally, has
both a national as well as an international
appeal; it seeks to adjust production to con-
sumption by methods, not the least important
of which is a sound policy of monetary control,
which require the active co-operation and
guidance of Government. In a real and no
formal sense, the lectures are an appropriate
tribute to the memory of the distinguished
administrator and student of finance and cur-
rency to whose generosity this Foundation
owes its existence.

Economic Planning has been compre-
hensively defined by Prof. Lorwin as “a system
of economic organisation in which all individual
and separate plants, enterprises and industries
are treated as co-ordinated units of a single
whole for the purpose of utilising all available
resources to achieve the maximum satisfaction
Ef the needs of a people within a given interval

f time. The essential features are the
dependence of each productive unit upon the
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entire system, the balancing of production
and consumption, and the existence of some
unifying centre which can consciously shape
the purposes of the economic system and
decide upon the proper use of its separate
and distinct elements.”® Planning, then, has
a three-fold objective, utilisation of all avail-
able resources, ‘adjustment of production and
consumption, and ‘maximum satisfaction of
the needs of the people, and this is to be
achieved by the co-ordination of economic
activities under a unifying centre. Briefly,
what is sought to be achieved by the new
methods and machinery is Efficiency of pro-
duction, Stability of economic life, and Equity
of distribution.

This three-fold objective of economic
planning is by no means novel, and is indeed
one that society has always had before it
in what Mr. Keynes calls ‘“the wmconscious
recesses of its being”, and towards which it
has been making painful and halting efforts.
There is obviously some measure of incom-
patibility between the three elements of the
objective,” and readers of Prof. Pigou’s
Economics of Welfare will recollect that
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each of the propositions he enunciates on
the bearing on economic welfare of changes
in the size, the distribution, and the vari-
ability of the national dividend, has a
proviso that the change in one case does not
have adverse consequences in respect of one or
the other of the remaining two.®* Marshall has
also told us that “perfect adjustment is incon-
ceivable. Perhaps, even it is undesirable.
For, after all, man is the end of production;
and perfectly stable business would be likely
to produce men who are little better than
machines.”® Thus stability is not merely
opposed to efficiency and equity, but lowers
also the quality of human life. Hence, no one
element in the objective should be pursued to
the detriment of the others, and we find our-
selves in one more field of the operation
of the Law of Equi-marginal Returns, where
the relative worthwhiles of additional units
of efficiency, equity, and stability, are weighed
against each other, and the largest harmoni-
ous combination of them all is obtained.
There may be nothing novel in the objec-
tives of economic planning, and it may also be
that the “whole modern period has at bottom
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been nothing more than a transition period
between a controlled econemic regime, that of
the Middle Ages, and another equally, though
differently, controlled economic regime”,** but
that does not prevent some people from “seeing
red” when they hear of economic planning,
which they look upon as a Russian product
and a camouflage for Socialism: they hold
that “Planning and Socialism are funda-
mentally the same thing”.** To call an economic
measure socialistic has been both an argument
and a condemnation in the recent past, but
so many ‘socialistic’ measures have found their
way to the statute-book and become part of
national life in several countries, that the term
has lost for many its sting and terrors. It is
a sign of a great change that a dozen
Conse at1 Members of Parliament should
be for ‘Planning for Employment”, and
propoéing, among other things, an: Economic
Parliament, a Location of Industries Act, and
an enabling Bill to permit the majority in a
given industry to compel a recalcitrant minority
to join them in measures for the betterment
of the industry, when these are approved by
12 ~
an impartial tribunal.
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The fact is, as Prof. Lorwin has explained,
as a method economic planning lends itself
to various social uses and institutional forms;
and the basic idea of planned economy, the
conscious co-ordination of economic processes,
inay be applied in varying degrees and can co-
exist with different economic and social institu-
tions.®* It follows there can be several types
of Economic Planning but the type contem-
plated in these lectures conforms to the social-
progressive type among the four enumerated
by Prof. Lorwin. It involves, unlike the
socialist type, neither a serious break with the
existing economic system nor the adoption of
revolutionary methods, while it is far more
thorough-going than planning by business itself.
Its essential characteristics may be briefly
summarised as follows :—Firstly, private enter-
prise is accepted as a cardinal feature of the
economic system, but its operation will be
replaced in certain fields by complete or partial
public ownership, while everywhere it will be
subject to control in general interests. Secondly,
the plan will be put into operation only as a
result of deliberate and considered acceptance
by the community. In other words, planning

8
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is put into operation by the democratic method
and not by coercion from above. Thirdly, the
plan will come into operation not fully formed
like Minerva from Jupiter’s head, but will be
the result of the slow drawing together into a
system, of tendencies, practices and institutions
already in operation in the economic field, and
their further development along the lines of
conscious control.**  Fourthly, though we
cannot wait for eternity and time is.of the
essence of the situation, the pace can only be
slow and depend upon the successive adoption
and extension of one feature after another.’
Fifthly, the plan will be a flowing one and
capable of adjustment to changing economic
conditions. It can only come into being and
continue to exist, on a basis of experimenta-
tion, and “there are no iron moulds into which
the variegated stream of economic life can be
poured and congealed”. It is an essential
feature of planning that it should “develop and
perfect the technique of change”.®

Planning should, therefore, be regarded
as the considered effort of the community to
bring its economic technique up to date and
fit it to the radically changed conditions of

9
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production in recent years. In the eyes of some
of its votaries as well as of its critics, the cult
of planning is looked upon as a creature of
the present depressnon a palliative for the
temporary economic ills of society, which will
become superfluous as soon as the depression
lifts, when we can go back to the time-honoured
methods of private enterprise and profits and
disband such regulating institutions as may
have grown up. Planning is neither a tempo-
rary expedient of this character, nor an
economic will-o’-the-wisp, tempting us to follow
it across the morass of the depression only to
find ourselves in the pits of Russian Commu-
nism. Discerning students of society saw the
need for planning our economic life before
either Russia began her tremendous experiment
or the depression had cast its shadow. Prof.
Commons, for example, had been speaking of
three successive economic orders, the third of
which he called the period of stabilisation, the
present one, in which the community ‘“delibe-
rately aims at controlling and directing
economic forces in the interests of social justice
and social stability”, and our problem has been
stated to be “to work out a social organisation

10
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which shall be as efficient as possible without
offending our notions of a satisfactory life”.*’
Economic Planning has indeed an ancient
and distinguished lineage. The authors of
Artha Sastras in ancient India describe in
great detail the structure and the functioning
of the economic life of the community as they
should be, while the architects of Utopias from
Plato onwards have cast a lively glance on the
landscape of economic life, and suggested new
patterns. Although it is flattering to have
such distinguished ancestry, not much guidance
is to be had from these dreams of an orderly
and regulated community, though they are also
a reaction to the turmoil and disorders of their
time. For one thing, the conditions of economic
life were far simpler than now, while the
authors do not always tell us further how the
entrance into the new world of their imagi-
nation is to be effected. .
Mercantilism, which has been described
as “an attempt through the uniting power of
the Sovereign State, to bring order, and with
it freedom, into a society whose productive
possibilities were hindered by the chaotic atom-
ism inherited from the Middle Ages”,*® and its

11
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modern heir, Protectionism, can also claim to
embody plans, but the claim is vitiated by the
fact that the sectional interests of producers
generally dominate, and the consumer is
ignored, whereas economic planning, whether
on a national or on an international
basis, places the interests of the consumer in
the forefront. It is interesting in this connec-
tion to recall that Mr. (now Sir) Oswald
Moseley, who proposed in 1930 an interesting
scheme of national reconstruction, made it an
integral part of his scheme that ‘“the manufac-
turer, who is given the protection of a tariff,
should submit to a private costing process to
ensure that he is not raising prices unduly to
the consumer and also might be asked to give
satisfaction that the maximum efficiency was
being maintained in the industry”.

Planning, then, is no new fashion in social
engineering,. and has been a marked feature
of human history, but the search after a satis-
factory blue-print is marked when large
changes are in progress and, in this sense, it
is no doubt true that the interest in planning
has been stimulated by the disorders and mal-
adjustments in the economic life of the world

12
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which marked the years that followed the War
and culminated in the great depression. Though
we are told now that the War had strained the
economic machine and destroyed its resilience,
the hope was cherished for a time that mankind
would revert to the conditions of that pre-War
‘normal’ life, which is now realised to have
been only “an extraordinary episode in the
economic progress of man which came to an
end in August 1914”7 Only when repeated
efforts to go back to that state of things had
been frustrated, and mankind found itself
landed in the depression, did people realise that
a new wisdom had to be devised for a new age.
The automatic working of the economic
machine, if it ever existed, had broken down,
its self-regulating capacity, which had figured
so largely in the talk and the writings of the
day, was not to be discerned, and the operation
of the invisible hand was no longer visible.
The reaction against laissez-faire, which had
been gaining volume ever since the commence-
ment of the century® and had several notable
measures to its credit in the field of social
legislation, was stimulated by the experiences
of collective control during the War, and the

13
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failure of private enterprise in the years that
followed, and finally came to be enunciated in
a definite doctrine of Conscious Collective
Control of the economic life of the community,
when men saw the tragic contrast between
Poverty and Plenty, the result of the incapacity
of unregulated private enterprise to realise the
promise of maximum production by maximum
consumption. People began to speak of “an
appointment with destiny”, of a “race between
control and disintegration”, and the air became
thick with plans and schemes for a radical
transformation of the “sorry scheme of things”
economic:
“Ah Love! Could thou and I with Fate conspire
To grasp this sorry scheme of things entire,

Would not we shatter it to bits—and then
Remould it nearer to the heart’s desire.”

The trouble has been, of course, to ascertain
what the heart desires, and not the hearts in
all countries nor all hearts in the same country
desire the same things, nor do they want to
get them in the same way. Broadly speaking,
however, there is general agreement that the
quality of human life should be raised by
enlarging its material basis, and this is rendered

14
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possible to the point of abundance by the united
bounty of Nature and Science. The enlarge-
ment of the material basis of human life
implies maximum production, reasonable stabi-
lity of the economic process, and a greater
equality of incomes.

The questions next arise, who is to plan,
how is the plan to be put into operation, and
whose function is it to see that the conditions
essential for its success are not wanting. The
economic life of most countries is characterised
by the presence, not only of large businesses, but
also by combinations of one type or other as
well, such as trade unions, bank amalgama-
tions and cartels, the range of whose operations
sometimes extends beyond national frontiers.
It would be natural to look to them to evolve
some workable scheme of co-ordinated action
in the interests of the community, and indeed
most of the proposals®™ made in the U.S.A. for
planned economy, before the ‘New Deal’,
emanated from business men, and contemplated
both the initiative in framing a plan as well
as the responsibility for its operation being
vested in a central body that would draw its
authority as well as the personnel from the

15
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world of business. But the world at large is
apprehensive of collaboration between business
men, and is aware that Adam Smith’s well-
known jibe at them is only too amply borne out
by the restrictive policy of cartels and inter-
national agreements between producers. The
labourers and the consumers need to be safe-
guarded against exploitation by producers’
organisations, which are dominating the field
of industry in the West.

This can be done only by the State as the
agent of the community at large. There has
been a marked change in the general attitude
towards State intervention in the economic life
of the community. In the early years of the
19th century, memories of the excesses of mer-
cantilism in its decadent stage and the incapacity
of governments had generated a hostility
towards the State, which was curtly asked by
industry ta stand out of its sunshine, a demand
which was sufficiently comprehensive for John
Bright, to cover the right to protest against a
bill for safeguarding the lives of workers from
dangerous machinery.”® It was about this time
too that Newmarch had his well-known fling
at the State: ‘“What is the State, Lord Bram-

16
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well? I was at Boulogne last week, and saw
a gendarme walking on the pier, in boots and
spurs, and a cocked hat, dangling a sword.
His hands were rammed into his breeches’
pockets, and never a sixpence inem. That is
the State, My Lord.” As the century advanced,
occasions for State intervention increased, and
the ability of the State to intervene effectively
as well as the willingness of the community
to accept such intervention kept pace with
them. In the early years of the present century,
social legislation made great advance in Great
Britain as well as elsewhere, and was both an
expression of the change in public opinion as
well as a powerful factor in educating it to
an appreciation of the transformed role of the
State in social life. 'The experiences of State
control during the War, although they were not
always happy or inexpensive, accustomed
people to State intervention; and the establish-
ment of international bodies, like the Council
for Inter-Allied Shipping Control, prepared
the way also for economic control by inter-
national bodies. Although there is at the present
time an influential group that would revert
practically to a system of non-intervention

17
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by the State in economic life, general opi-
nion is in favour not only of State interven-
tion but sustained State intervention, for two
reasons: if there is to be intervention at all,
it should be continuous and not fitful or
sporadic, for industry can accustom itself to
continuity of influence from the State, whereas
fitful intervention without anything of the
nature of a plan is calculated to be both ineffec-
tive and disturbing. In the next place, there
is no longer any terror of the State, since the
growth of democracy has made the State not
a creature of oppression from above, but the
instrument of the people for social ameliora-
tion. The State, in other words, is no longer
suspect, but welcomed as a coadjutor in the
national task of social amelioration.

The State, which will be responsible for
assisting business leadership to exercise con-
scious collective control over industry and trade,
has before it a formidable task. Obviously the
existing machinery of government is not capable
of undertaking the task either of formulating
an economic plan or of putting it into opera-
tion. For, it is a well-known fact that Gov-
ernments have been over-burdened with duties

18
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in recent years, while the task that they are
now called upon to perform is one that should
not be set to them without adequate support
from the side of business. Therefore, new
institutions must be created, which will bring
Government the co-operation of the leaders of
business, without in any manner impairing the
final responsibility of Government for making
decisions.

It is not merely a question of creating new
bodies, for the economic system of advanced
countries is characterised by the existence and
active functioning of a number of bodies, whose
purpose is the promotion of the common inter-
ests of producers in a single line of produc-
tion or their interests in more than one line of
business. We have chambers of commerce,
cartels, and other varieties of business associa-
tions, some of which exercise a restrictive
control of the markets, while several others
fulfil Marshall’s conditions of constructive co-
operation. These bodies possess one important
feature of institutions necessary in planned
economy, v12., they have grown up from within,
but not all of them, if any, possess another
and even more important characteristic, viz.,

19
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they should look upon themselves as having
“not a single but a double responsibility; first
for carrying out their own individual business
efficiently, and second, for constructing, with
others engaged in similar activities, a frame-
work of general policy and regulation which
will leave the stimulus to individual effort but
will prevent the action of the individual, or
business concern, from reacting destructively
upon others or wupon the general public
interest.”*®* Both the existing institutions and
those that will have to be created should be
actuated by a sense of their obligation not
merely to their constituents but to the com-
munity at large.

The institutions that will be necessary
under planned economy fall into two groups,
sectional and central, the former dealing with
the interests and the obligations of those
engaged in any one industry, and the latter
charged with the task of bringing together
the activities of the sectional bodies under
common review and control. It is possible that
the existing combinations in different lines
of production may form the sectional bodies
in the new order, but they will have to shed
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their monopolistic or restrictive character, and
function in general interest, under condi-
tions laid down by the central body. In order
to emphasise as well as enforce the social obliga-
tions of these bodies, it will probably be neces-
sary to give labourers and consumers a place
in the controlling organisation of each industry
and an effective voice in its deliberations. A
comparatively new form of organisation has
grown up in Great Britain in the shape of the
"Public Corporations, whose essential objective
is service to the community and not private
profit, and it has been suggested that Public
Corporations may supply a suitable form of
organisation in the new order. At present
Public Corporations have been constituted for
supply of public utilities in which generally
there is no foreign competition, and it is not
yet generally agreed that this type of organisa-
tion is suitable for controlling industries like
cotton and steel, which have to face inter-
national competition.

The activities of the sectional bodies are
proposed to be brought under the review and
supervision of a Central Body, which is
generally intended to be advisory in character,
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working in close association with the Govern-
ment of the country. The members of this
body are, most of them, to be experts, there
being no need for the operation of the principle
of representation on such a body. As the
final responsibility for a decision will vest
in the Government, the functions of this body
will naturally be advisory. Another body
whose functions will reach beyond any one
industry is the National Investment Board to
which, as we shall subsequently see, it is pro-
posed to assign the task of directing the flow
of national capital to suitable fields of employ-
ment at home and abroad. Most planners are
content with these two bodies, but Mr. Cole
proposes, in addition to the National Investment
Board, at least three more Central bodies:* a
National Planning Commission, an advisory
body with no executive powers; a National
Planning Authority, which will actually draw
up the plan, which a Minister of Planning will
present to Parliament; a Department of Econo-
mic Inspection charged with the function
of constantly criticising the efficiency of each
branch of production, both from the finan-
cial and from the technical point of view.

22
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He also proposes an ad hoc body in the form
of a Tribunal to which the various Industries
and Services would have to submit their plans
for the remuneration of those employed in
them, and the Tribunal would scrutinise the
national wage and salary bill, so as to secure
appropriate rewards for the various types of
productive effort.

That at the centre there must be more
than one body to help Government seems
evident, though Mr. Cole’s array of institu-
tions would take us suspiciously near Socialist
planning, and in any case create a necessity
for further co-ordination of the numerous
central bodies. Since the plan we are con-
templating is a flowing one that will come
into operation gradually without any abrupt
break with the existing economic organisa-
tion, it seems sufficient to postulate the
need for a single Central Body, working,
if necessary, by means of committees. This
body will have, in the first instance, the
task of making enquiries and obtaining
information, on the basis of which it will
seek to co-ordinate the activities of the different
sectional bodies, and finally suggest a plan for

23
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the layout of the economic life of the country.
The decision for adopting the plan will rest
with Government, but as Sir Arthur Salter
has pointed out,® the responsibility of the
FExecutive will become greater, and involve a
large transfer of power from Parliament to
the Executive. Here again we are only in
line with a development that is actually in
progress, though warning voices have been
raised against ‘delegated legislation’ and the
‘new despotism’.

“National Planning,” it has been remark-
ed,’® “was more clearly envisaged than world
planning, which hovered like a will-o’-the-wisp
before the Congress (The World Social Econo-
mic Congress of 1931 at Amsterdam), eluding
concrete expression. That the economic life
of every nation is affected by influences beyond
its borders, was frequently affirmed. That
international economic co-operation is urgently
needed was, also, not denied. But that a world
plan for production and consumption could be
established now was not demonstrated.” In
the succeeding lectures an attempt will be made
to examine the demand for international plan-
ning in the respective departments of economic
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activities, as well as the difficulties that present
themselves in each case and the means by which
it is proposed to overcome them. It is neces-
sary in this introductory survey merely to
emphasise the need and widespread desire
for close international co-operation and
concerted action on the part of the nations,
if not for international planning, if
the world is to move out of the present
impasse and reap the full fruits of the
technological advance that has placed abund-
ance within its reach. National Economic
Planning by itself will not help us. Prof.
Seligman tells us that “all these plans will be
fruitless unless they involve the acceptance of
the international point of view, international
planning as over and against any futile
national planning”.*® Mr. A. Thomas was even
more definite in his condemnation of national
planning, which, according to him, “if carried
out country by country and without inter-
national co-ordination, may well prove extreme-
ly dangerous in that competition between such
planning units”.*®* National planning without
an international framework is not merely use-
less but dangerous, a view that has been
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emphasised also by Prof. Toynbee among
others.?®*

That Autarchy is not desirable for small
political units needs no proof, while, even
in the case of larger units, external trade
and, therefore, economic relationships with
other countries, become necessary either
because commodities of vital importance to
home production like essential minerals
have to be imported, while countries that
have an abundance of special goods, like
rubber, coffee, and nitre, can make no
large use of them and must dispose of them
abroad. Even large units like the U.S.A. and
the U.S.S.R., which alone could possibly con-
template with equanimity a policy of self-
sufficiency, find that either, as in the case of
U.S.A., they must export foodstuffs and raw
materials or, like the U.S.S.R., import machi-
nery. In addition to the existence of these gaps
in the economic self-sufficiency of most coun-
tries, there is the supreme argument for inter-
national co-operation, viz., greater abundance
if only the countries of the world will parti-
cipate, actively and without any hinderances,
in a territorial distribution of production.
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If a considerable measure of international
interdependence is thus expedient in economic
matters, the question arises whether there are
insuperable obstacles whose existence renders
the realisation of the obvious advantages of
such interdependence impracticable and the
toleration of disadvantages of an economically
broken-up world inconvenient but inevitable. It
is true that several countries will be at a dis-
advantage if a distribution of production is
made between the different parts of the world on
the present terms and conditions. There will
also be conflict of interests between countries, in
the absence of a definite endeavour on the basis
of-a plan, to harmonise the interests of one
country with those of another. But both these
difficulties can be got over by a carefully drawn-
up plan of international co-operation, which
will take into consideration both the present
economic conditions as well as the future possi-
bilities of the different countries of the world.
The plan will, after all, be a flowing one, to
be put into operation gradually, and therefore,
the disadvantages that would result from a
sudden change in the economic pattern of life
in a country need not occur. The one real
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obstacle to international co-operation is a lack
of preparedness on the part of the nations for
such co-operation. It is not that the facts
of the situation stand in the way, but men are
unwilling to co-operate, obsessed as they are
by an aggressive sense of national interest and
greatness.

Those who visualise a world plan appre-
ciate the need for appropriate institutions for
regulation and control. Two lines of institu-
tional development have been suggested: one
is a World Economic Council to act as a co-
ordinating body between National Economic
Councils. In this case, the world plan will be
based on national plans which will be integrated
into a world plan. Another line of develop-
ment is in the direction of international control
of specific industries, and in this case, national
cartels and amalgamations are to be organised,
as they have been already in some cases, into
international cartels or amalgamations. One
difficulty of the latter development is that there
is no authority that will have the power to en-
force a common policy by means of sanctions.

Whatever may be the orbit of economic
planning, certain difficulties of a fundamental
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character arise, and to three of these attention
may be called before closing these introductory
remarks. They all arise out of what may be
called the factor of human nature and its limi-
tations. Planning is said to be opposed to
human nature because it leads to suppression
of individuality, and takes no account of the
powerful urge of the profit motive. Again,
the spirit of nationalism is said to be implanted
firmly in human nature, and a plan for an
economic order that takes little account of
nationalism or underrates its significance in
the world of affairs is consequently doomed to
failure. Then, we come to a third manifesta-
tion of human nature when advanced races
come into touch with backward races, where
not merely nationalism in its developed form
of imperialism asserts itself, but “the incendiary
forces of religion and race shoot jets of flame
from their undying embers (Morley)”.

In his vivacious speech® at the Amsterdam
Congress of 1931, Dr. Edmond Landauer, the
General Secretary of the International Com-
mittee of Scientific Management, argued that
planning would be wrecked on the rock of
human nature because we could not make an
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angel of man, which he never had been and
never would be. His argument was that plan-
ning made impossible demands on man in ask-
ing him to submit himself to a suppression of
ithe profit motive and take his place in a com-
plex organisation, in which the initiative of
the individual would have but little scope. In
discussing the possibilities of the future,
Marshall also sounded a note of warning that
they must not involve the destruction of
“personal individuality”;** further: “Progress
mainly depends on the extent to which the
strongest, and not merely the highest, forces
of human nature can be utilised for the increase
of social good.”® In other words, although
man may be stirred in fleeting moments of
exaltation by higher motives, by a sense of
devotion to the community regardless of
personal interest, and although not a few have
sacrificed . great possessions and tempting
opportunities of personal advancement for
service of their fellow-men, the strongest
motive and one, the persistent operation of
which can be relied upon, is the urge of personal
interest, which takes the shape of the profit
motive in the economic order of the present
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day. We are thus called upon to resolve the
double dilemma of individuality versus organi-
sation, and of self-interest versus other-interest.

Now, the argument of a conflict between
individuality and organisation, or of the un-
desirable pressure of collective action on
the individual, is by no means new. Not only
has all extension of State action been opposed
in the past on the ground that it would impinge
on the sacred rights of personality, but even
the growth of joint-stock companies and com-
binations has been viewed with disfavour, and
the answer has all along been that men obtain
real freedom under some kind of organisation.
Besides, ‘“‘the actual degree of interference with
individual liberty is capable of an infinite
amount of graduation. . . . . The choice is
not between anarchy on the one hand and com-
plete control over all aspects of private behav-
iour on the other. A totally unplanned nation
is as impossible and undesirable as a totally
planned economy. . . . . The need for clearer
definition and more vigorous action is more
keenly felt now than in the past because the
old system has proved incapable of meeting
modern requirements.”*® In the case of the urge
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of the profit motive, there is the same play of
dual forces, and not all men are actuated by
the profit motive. It has been said that “the
real function of profit goes deeper than motive.
In our economy it is a fundamental require-
ment for continued existence and is never long
neglected without vital peril. . . . . It is the
ruling condition which, when effectively met,
permits the super-position of many other less
impersonal motives. Its useful function is in
providing a firm foundation for a more spiri-
tual structure.” This merely means that the
profit motive, like the original sin or the brutish
element in us, has to be taken into account
before we seek to become economic angels, and
not at all that the profit motive should be allow-
ed unregulated sway in economic affairs. Be-
sides, it is not every one, for example, among the
leaders of business, that is dominated by the
profit motive. The desire for efficiency, a
sense of power, and sometimes, a spirit of
service, all these actuate the great captains of
industry,®¢ and our object is not indeed to
kliminate the profit motive but to subject the
making of profit to social ends.®®® A new and
higher incentive should be, and can be provided,
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by making it clear by structural changes that
industry is no longer a private possession, but
a public service, like the numerous activities and'
services, which have been transferred from the
domain of individual effort and private enter-
prise to public operation and supply. A sense
of “civic consciousness” in industry can be
developed by enabling the workers at all stages
to realise that they are serving the community
‘and not individuals.®® 4-€~

Nothing has been more marked in the post-
War years than the growth of the spirit
of aggressive nationalism. We all know that
the 19th century was intoxicated by the cult
of nationalism which was glorified into a
religion by Mazzini, although even at the
height of its popularity, there were thoughtful
students of history like Loord Acton, who sound-
ed a warning against the danger of identifying
the nation with the State, as it would lead to
a servitude of national minorities in the State
itself, and “its course will be marked with
material as well as moral ruin”.* This danger
has become all too patent, and poignant evidence
of its existence is to be found in the elaborate
efforts made by the League of Nations to
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safeguard the rights of minorities in the post-
War States of central and eastern Europe.
The excesses of nationalism in the economic
sphere are notorious, and the great increase in
the tariff barriers is but one indication. There
is an insane effort after self-sufficiency, even
by small States, without a realisation that it
would lead, if successful, to a lowering of their
standard of life. The same spirit of self-
sufficiency marks the life of larger units, which
are prepared to accept injury to economic life
for the sake of defensive strategy.*® Thus the
support to domestic agriculture given by coun-
tries like England and France is seen to be
dictated not by economic, but by military, con-
siderations. National resources are wasted on
armaments, both by the great as well as by the
small States, for there is the ever-present
danger of war. Lastly, there is war itself, with
its catastrophic losses and equally catastrophic
after-effects on the economic life of the parti-
cipants in the years thét follow the close of the
war. Economic nationalism leads “to universal
impoverishment and prolonged and far-reaching
set-back to the whole standard of modern
civilisation”,*® but it is even more insidious

34



INTRODUCTORY

in its moral effects, since it destroys the will to
co-operate with other peoples of the world.
It is difficult to believe that all the excesses
of nationalism are rooted in human nature or
that the spirit of nationalism cannot have
adequate expression unless the national State
is clothed in the robes of absolute sovereignty.
Both in the past and at present, nations
have been content to take their place as parts
of a larger aggregation, and able, in the frame-
work of a super-national order, to cultivate all
the values of life associated with national
consciousness. The fact is that the 19th cen-
tury, which made so much of nationalism as
a political force, also saw the beginnings of an
international order in other spheres of life,
but did not see the inevitable conflict between
the two tendencies, if nation States were
determined to be sovereign communities. This
conflict has come to sharp prominence with the
developments of the present century, which
have broken down the physical barriers between
countries, and caused the economic life of the
world to overflow national frontiers. “We
came to manhood,” says Brailsford, “in a
world of seemingly independent sovereign
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States. On pain of bequeathing a broken
civilisation to our children, we must contrive
to knit them into a federation that embodies
the ideal of a great human society.” The
menace of a broken civilisation is all the
greater, when the backward races imitate the
Western peoples, and the spirit of exclusive
nationalism finds among them a new home, and
a vantage ground from which to disturb the
developments in the advanced countries towards
a federal world order.

“If we are to come through the whirlpool
in safety,” remarked Prof. Ramsay Muir,
“either the League or some other body must
be in a position to secure for the backward
peoples the chance of healthy development with-
out unjust exploitation.”® This dictum
embodies a very important truth that needs
to be borne in mind when schemes of national
planning or plans for international action are
under consideration. It is particularly rele-
vant to consider in connection with economic
plans, whether these are framed on a national
or on a world basis, what treatment the back-
ward peoples are going to get, for the backward
peoples or countries come into the picture in
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two ways when economic planning is under
consideration. If the idea is to plan on a
national basis, are these countries also to plan
for themselves? In that case, what will be the
relation of their planned economic order to that
of the advanced countries, whose economic life,
both unplanned and planned, is based on the
existence of backward countries which serve
as markets for their industrial output and as
sources of supply of foodstuffs and raw
materials? If, on the other hand, the plan is
planetary in character, what is the place assign-
ed in it to the backward countries? Is the
present relationship between them and the
advanced countries to be crystallised and form
an integral part of the new order? Though
the issue is fundamental and of vital importance
to the parties concerned, curiously enough it is
either ignored, or lightly disposed of, with the
implicit assumption that the backward coun-
tries will submit to have their present economic
position stereotyped into the future.

It is perhaps worth while asking ourselves
what exactly is meant by backward countries
or peoples, where they are to be found, and
how large or small a place they occupy in the
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world. Prof. Hocking, after discussing vari-
ous tests of backwardness as commonly
employed in political and economic discussions,
concludes that “evidently backward peoples for
the most part are peoples who have not caught
the spirit of controlling the physical conditions
of life through the knowledge of natural law”.”
This principle of demarcation of backward
peoples from the advanced ones serves the
present context, since it can be only on this
principle that such a variety of peoples as the
aborigines of Africa, the inhabitants of India
and China with a claim to a large measure of
civilisation, are clubbed together. They are
to be found in Asia and Africa, and even in
Europe itself where “there is an intermediate
zone to which sufficient attention has not been
paid. This is the Eastern market. In the
three thousand kilometres which separate Fin-
land from Cape Matapan, there is a population
of 90 millions, two-thirds of whom are still
living under a family economic system, working
with archaic tools, producing little and selling
still less. They are almost entirely outside the
circle of international trade.”® Their destiny
also is to be brought “into commercial relations
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with the West, by providing them with the
economic equipment which- they lack, which
would provide manufacturers of the West with
customers and markets”.* America too supplies
‘backward’ countries like Argentina and Brazil,
which serve the same roéle in the economic
organisation of industrial Europe.

The feature that is common to them all
is that they have not passed through the Indus-
trial Revolution like the advanced Western
countries. ‘They all have been exploited by the
advanced countries, but the usual term employed
in this connection is ‘“‘economic penetration”.
This interesting process takes three forms. In
the first place, there is trade between the
advanced and the backward countries, and we
have been told that “every improvement in the
manufacturing arts increased England’s power
of meeting the various wants of backward
countries: so that it answered their purpose to
divert their energies from making things by
hand for their own use, to growing raw mate-
rials with which to buy manufactures from
her”.** 'The process of the disappearance of
the handicrafts of the backward countries,
which were flourishing before contact with the
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advanced countries of the West, is accompanied
by pressure on agricultural and other extractive
industries. The imports of the backward
countries are in the main manufactured goods,
and the exports, foodstuffs and raw materials.
Secondly, capital from the advanced Western
countries has sought a field of investment in
these countries, and the investment has taken
mainly the form of construction of means of
communication and provision of amenities of
urban life. The former have helped to bring
agricultural and mineral products quickly and
cheaply to the coast, while improved conditions
in urban areas have made the latter more suit-
able for the residence of immigrants from the
West. In the third place, the tide of popula-
tion flowed from the congested areas of the
West to the backward countries all over the
globe, though it is also true that some of the
backward countries of Europe supplied their
quota to the population of backward countries
elsewhere. In the tropical countries, the Euro-
pean immigrants have settled down in the high-
lands, which has led General Smuts to speak of
a “white vertebral column from Cape to Cairo”
with lyrical enthusiasm.***
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Knowing as we do what the relationship
has been broadly between the industrially ad-
vanced countries of the West and the backward
countries of the world, we need to enquire what
changes will come about, if any, in that rela-
tionship under planned economy. Although
till recently the Western countries looked to the
backward countries for markets for their indus-
trial output and for supply of foodstufls and
raw materials, the tendency in Europe has been
of late to develop agricultural self-sufficiency
in addition to industrial self-sufficiency; a
gap is, however, made in the wall of protection
for the export of surplus industrial goods and
imports of raw materials. How will this new
tendency react on the position of the backward
countries, several of which have been organised
for the export of foodstuffs in addition to raw
materials as well, while they too aspire after
industrialism? In the past, America and India
and the islands of the Fastern Archipelago
supplied fields for investment of Western
capital, and although the stream of international
lending has now been running almost dry, it
has been suggested that a revival of prosperity
in the West may be sought by the develop-
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ment of Africa and China by Western capital.
What will be the reaction of these backward
countries to this proposal? Finally, if the back-
ward countries are to continue to supply markets
for the surplus industrial output of the ad-
vanced countries, a position on which the latter
seem to rest their prosperity,*® what is to
become of the teeming millions in the backward
countries with Western markets closed to their
agricultural produce, and their industrial
development checked by imports of Western
goods, if indeed such a condition of trade
can endure for any length of time?
These problems are present in the exist-
ing economic situation, and they will be
implicit in any scheme of economic planning,
whose success will depend on their satisfactory
solution. Writing in Modern Industry and the
African, Pitt-Rivers remarks, ‘“there is the
problem of realising the white man’s interests
in the black man’s country, that is the former’s
aspect of the problem; and there is the black
man’s problem, the problem of maintaining his
own existence, identity and welfare. Neither
side should be considered without the other, for
they are both parts of the same problem.” If
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we widen the application of the dictum to all
areas where men from the West come into
contact with indigenous peoples, and realise
that in this connection the economic problem is,
without doubt, the most important one, whose
solution can be effected only in relation to the
total world economy, we are on the high way
to arriving at a solution. The problem has to
be examined not from the point of view of the
advanced races or of the backward r