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'PUBLISHERS'’ PREFACE

The Reserve Bank Bill is already before the public and the
currency controversy is likely to raise its head over again.

We trust, therefore, that the present reproduction of Professor
Benoy Kumar Sarkar’s interpretations and observations on these_
problems in their latest phase, i.e., since the publication of the Hilton
Young Currency Commission’s Report in 1926, will be useful to our
countrymen. In these interviews, lectures and extracts from essays
one will find a clear and precise statement of the basic theoretical and
practical considerations involved ; and they possess a value much beyond
their topical contents bearing as these latter do on the problems of
the day.

Those who would like to undersiand in the Indian background the
larger world problems of currency and central banking may follow
this brochure up hy consulting Prof. Sarkar’y studies in the monetary
and banking reform of diverse countries as available in his following
works ;

1. Economig Development (Madras, 1926): Chapters on “The
State Bank of Soviet Ruhsia,”” “‘The Currency Crisis in
Grermany,”” ““Iigh Prices and Good Money,”" ‘““The Pound
Sterling and America,”’ ‘“Theories of Money Old and New’’
and ‘““The FEconomics of Reparations (The Fall of the
Franc).”’

2. “Types and Tendencies in American Banking,”’ a paper in
the Journal of the Bengal National Chamber of Commerce
for June 1927.

8, FEkaler Dhana-Paulat O Artha-Shastra (The Wealth and
Economics of Our Own Times) Vol. I (Calcutta 1930):
Chapter on ‘““Currency Reform, Gold Standard and Reserve
Bank (Banca d’Italia, etc).”

4. Applied Economics Vol. T (Calcutta 1932): Chapter on
“The Remaking of the Reichsbank and the Banque
de France (a study in note-legislation in the Perspective of
the Bank of England).”

As will be noticed at several points in this publication, tariff
questions have been treated by Prof. Sarkar as integral parts of the
currency problem. In connection with this subjecf a public lecture
on ‘‘India and the Ottawa Agreement” was delivered by him at
the University of Lucknow on November.29, 1932. He was invited to



speak at other places also. His views were published in the Bengali
economic monthly, Arthik Unnati (Economic Progress). He has pre-
pared later a comprehensive treatise eniitled Imperial Preference vis-
d-vis World-Economy (in relation to the International Trade and
National FEconomy of India). The work.is in the press at the present
moment,.

The fundamental economic and financial considerations on which
the author’s currency and tariff views are based are discussed in detail
in his Economic Planning for Bengal (‘‘Insurance and Finance
Review,”” Calcutta, March 1933) as well as in the chapter on ““A
Scheme of Economic Development for Young India’’ in his Feonomic
Development (Madras 1926) and in several chapters of his Greetings to
Young India (Calcutta, 1927).

Calcutta,
October 26, 1933,
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The Hilton Young Currency
Commission’s Report

(August 1926)*

The reform of Indian currency was the subject of acute controversy
towards the end of 1925 when Professor Sarkar returned to India after
an absence of nearly twelve years in foreign countries, in some of which
(France and Germany) he had the chance to study post-war currency
and banking developments on the spot in connection with his University
and other academic appointments. He was therefore called upon to
take part in formal and informal discussions at Bombay, Benares,
Allahabad, Lucknow and Calcutta. As soon as the Report of the
Hilton Young Currency Commission was published in the summer of
1926 he was interviewed by Forward (Calcutta) and his observations
were published on August 4.

1

GOLD STANDARD

Questioned as to whether he is in agreement with the recommenda-
tions of the Currency Commission’s Report, Prof. Sarkar remarked :

“In the main, the Report seems to inaugurate an epochmaking
landmark in our monetary history. My remarks, based as they are on a
bird’s-eye view of some of the summaries published in different dailies
of day before yesterday, can however be nothing but impressionistic.
I should like to single out one or two prominent features of the proposed
scheme, namely, the following:

**1. The policy of the gold standard will certainly bring India up to
date and in line with the latest currency reforms in Europe.

**2. The gold currency although not yet in contemplation is not
definitely outvoted.

"3, The idea of issuing ‘‘saving certificates’’ redeemable in 3 or 5
years in legal tender money or gold will be appreciated by a large
section of the country as a mode of investment and thus be ultimately
conducive to economic development.

**4, The most revolutionary item in the proposal appears to be the
one relating to the cessation of coinage of silver rupees. This implies

*From Sarkar: Greetings to Young India (Calcutta, 1927).
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that (a) more small denomination notes will be issued and (b) the ground
will be prepared for the gold currency at some future date. And this
will involve automatically the training of the people on a large scale in
habits of using money without any metallic basis and ultimately also in
the use of banking and other credit instruments.

RESERVE BANK

Questioned as to whether he agrees with any of the points raised by
Sir Purushottamdas Thakurdas, Prof. Sarkar said :

I do not agree with Sir Purushottamdas who believes that the present
Imperial Bank of India should have been made into the proposed Central
Bank. It is desirable that the new institution should not function to any
large extent as a commercial bank but like the Bank of England or the
Reichsbank of Germany look chiefly to the currency problems of the
country. This new institution, namely, the proposed Reserve Bank
of India, is likely to be a powerful instrument in the establishment of
India’s credit and financial system on advanced lines, such as have been
experimentally found to be sound in the currency policy of the Great
Powers. 1 think that this is one of the most important items of reform
in the present Report.

“It may be remarked, in passing, that the Committee wish this new
institution to be more or less a duplicate of the British institution by
recommending that the Issue Department should be kept wholly die-
tinct from the Banking Department.

RATE OF THE RUPEE

. The stabilization of the Rupee at 1s. 6d. (and not at Is. 4d.) such
as is being recommended by the Commitiee has, indeed, for some
time been a phenomenon of the balance of trade. To a certain extent,
this higher exchange certainly is an incentive to the purchase of foreign
goods by the Indians, since the prices in terms of £ sterling will appear
rather cheap to persons possessing the Rupee. This, however, is not
an unmixed evil because, situated as we are, we cannot afford to do
without foreign goods. In reality, we do not possess many manufactures.
It is desirable, therefore, in the interests of millions of consumers, especi-
ally of such as cannot get their immediate necessities supplied by the
industries near at hand, to obtain the goods from abroad at comparatively
lower prices. Besides, the industrialization of Indian agriculture as well
as other economic functions will need machineries and chemicals, such
as can be furnished mainly from abroad. To get these things compara-
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tively cheap is really a great help to the Swadeshi (Home Industry)
Movement.
"~ 2. But; one may ask, is not this cheapening of foréign goods on
the Indian market detrimental to our growing Swadeshi industries or, for
that matter, to all those industries that are being run on Indian soil with
Indian or foreign capital? To a certain extent, yes. But we must note
that today in India there is a Tariff Board and that the Government is
committed to the policy of promoting the ‘‘key industries’’ within Indian
boundaries. Whenever, therefore, our countrymen feel that certain in-
dustries are not in a position to maintain, themselves on account of
foreign competition, there is a likelihood of getting some protection for
them in one form or other, by means of agitation and legislation.

3, The tarif policy will thus to a certain extent counteract the
evils such as they are of the currency policy.”



Higher Exchange and Indian
Agriculture

(January, 1927)*

Early in January 1927 were held in Calcutta a sess'on of the Indian
Industrial and Commercial Congress, in which business men from differ-
ent parts of India took part, as well as a session of the Indian Economic
Conference, the association of the University economists of India. At
both, Prof. Sarkar was invited to participate, and some of his interpre-
tations on the issues involved were presented in a lecture before the
second association (3 January). He said in part as follows ;

EXCHANGE AND EXPORTS

““There are certain considerations bearing on the rate of exchange
which seem to have been ignored or overlooked as much by the Majority
Report of the Hilton Young Currency Commission as by Sir
Purushottomdas Thakurdas in his Minuie of Dissent as well as by those
who have contributed to the controversy during the last five months.
The brunt of the fight has been borne by the problem as to the extent of
adjustment or mal-adjustment between the Indian price-level and the
world price-level.

*“But I intend to invite the attention of economists and publicists to
the subject of the Rupee-Sterling ratio in relation to the balance of trade.
My object is to discuss the problem of Indian exchange in the context of
export-curve and import-curve, and more especially, the question of ex-
ports as affected by higher exchange.

The eighteen-penny Rupee is being condemned on the ground that
it is detrimental to India’s export-industries, in other words, to the inter-
ests of agriculture and the cultivators. My way of looking at things is
quite otherwise.

PRICE IN RUPEES

Theoretically speaking, it may indeed be conceded to deductive
reasoning that as soon as the Rupee becomes high compared to Sterling,

’F:fvm Sarkar; Greetings to Young India (Calcutta, 1927),
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the foreigner has to pay more in Sterling for the Indian goods if the price
be calculated in Rupees. In other words, Indian goods become dearer
" to the parties that have to make purchases with Sterling. The conse-
quence should be a fall in the foreign demand, which is tantamount to
saying that the exports will tend to dim’nish in quantity. This tendency
to the diminution of exports on account of high exchange (or deflation)
has indeed constituted the argument of all those economists and states-
men who in almost every post-war country, in Austria, in Czechosolvakia,
in Germany, in France, in the Balkan states, in lialy, and even in England
have advocated inflation (i.e. lower exchange) in order to furnish a
stimulus to exports.

PRICES IN COLD .

“"Now, you would retort that th's holds good in the relations
between ‘‘gold standard™ countries. But in ‘'gold-exchange standard”
countries like India you might argue that the prices of export-goods are
calculated not in the currency of the country itself, i.e. not in Rupees
but in terms of the international medium of exchange, viz. gold, say, dollar
or sterling. And therefore as soon as there is high exchange the Indian
exporters, in other words, our agriculturists should have to be satisfied
with a lesser number of Rupees for the same amount of goods because
Sterling is low compared to the Rupee.

Thus arguing, we should expect agriculture to be a less and less
profitable concern and the agricultural output diminishing in quantity.
The natural consequence to international trade should not fail to make
its appearance. It ought to manifest itself in the tendency of India's
exports to diminish.

DEFLATION IN THEORY AND EXPORT-STATISTICS

We thus come to the same position as we had in the previous con-
sideration. That is, whether the prices of Indian exports be calculated
in terms of gold or in terms of Rupee, a high exchange—the eighteen-
penny Rupee,—should prove to be a damper on India’s export-irade.

These, then, are two wings of the a priori theory, the speculative
reasoning, old Ricardian logic, on the strength of which one might argue
that deflation (or high exchange) as embodied in the eighteen-penny
Rupee would adversely affect India’s export-trade, and therefore, the
agricultural classes. But what are the actual facts of India’s overseas
trade? We have the figures to tell us that exports have neither declined
in volume during the last decade or so nor have they yielded a lesser
and lesser number of Rupees.* In other words, agriculture has not

*Review of the Trade of India in 1924-25 (Calcutta), Tables Nos. 7, 28—41,
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proved to be an economically losing concern nor has the agriculturist
suffered,

INCREASE OF EXPORTS IN GRAIN AND SEEDS

The war-average in the export of grain (rice, wheat, barley etc.)
gave the figure 3,141,000 tons. In 1923-24 it rose to 3,429,000 tons and
in 1924-25 to 4,260,000 tons. And the total Rupee prices received by
Indians rose from 344,180,000 to 508,715,000 and 650,604,000 respect-
ively.

The essential seeds were exported to the extent of 708,000 tons per
year during the war-period, 1,177,000 tons in 1922-23, 1,255,000 tons in
1923-24 and 1,328,000 tons in 1924-25. And the Rupee yields for the
corresponding years were 121,742,000, 273,538,000, 298,172,000 and
331,685,000 respectively.

The total value of exporis, again, does not indicate any tendency of
decline. On the contrary, beginning with Rs. 2,159,670,000 per year
during the war-period, it successively rose to Rs. 2,991,619,000,
3,488,301,000 and 3,846,653,000 in subsequent years.

THE EXCHANGE-CURVE (1922-25)

But we are not interested in the export-curve in its splendid isolation.
We are out to understand the export-schedule in reference to the rate
of exchange. What is the significance of these rises in exports in the
currency-history of India? Let us, therefore, place these increases in
the figures (both in volume and Rupees) for exports in the perspective of
the exchange-curve during the corresponding periods. All this time, as
we are aware, the Rupee has been steadily rising in relation to Sterling.
From 14, 3/6d. in July 1922 it rose to 14, 27/32d. in December 1922,
15, 1/8d. in (July 1924, and 18, 1/6d. in June 1925.

The situation, therefore, is curious. The exports have been increas-
ing both in volume and Rupee-price at a time while exchange has been
rising too. But our theory should lead us to expect quite the reverse,
namely, a decline in exports with the rise in exchange.

EXPORT INDIFFERENT TO EXCHANGE

The facts being what they are, the conclusion forces itself upon us
in a rather unexpected form. There is no other way but to believe that
the amount and Rupee-value of India’s exports are not necessarily de-
pendent upon the rate of exchange, to put it in a sober manner. And
therefore it would not be right to tie the fortunes of the cultivator and
the exporter inevitably down to the currency questions. Agricultural
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prosperity, in so far at least as this export-item is concerned, has shown
itself supremely indifferent to the 1215% or 15/4% fluctuations in the
~ Sterling-Rupee relations.

If there is any thing definite to be deduced from the history of our
foreign trade it is the anomaly, the paradox, that the higher Rupee has
actually been a stimulus to export or rather that the period of high ex-
change has coincided with the period of increased exports. What, then,
becomes of the theory? We have to admit that the demand for India’s
goods abroad is not determined, if at all, exclusively by the rate of
exchange. There are other and more weighty circumstances influencing
the price-movements of export-goods.* And it is necessary to conclude
that the validity of the purchasing power parity doctrine in Indian con-
ditions has been as limited or modified as that of the quantitative theory
of money.

*CJ. p. 12



The Reserve Bank Bill, 1927

On August 19-21, 1927 the District Young Men's Conference was
held at Dacca with Professor Sarkar as President of the Economic Section.
His presidential address, delivered in Bengali, was entitled ‘‘The
Artha-Shastra or Economics of Young Bengal’® and dealt, among other
topics, with the Reserve Bank Bill as published in the Gazette of India
Extraordinary, January 17, -1927. The paper was summarized in English
for the Journal of the Bengal National Chamber of Commerce (of which
he is the editor) for Sepiember, in which, besides, some of his other
views on the queston have appeared from time to time without neces-
sarily binding the Chamber to them.

The following paragraphs are extracted from the J.B.N.C.:

SHAREHOLDERS’ BANK ACCEPTABLE

"*On the question as to whether the proposed Reserve Bank is to be
a state institution or a shareholders’ institution we should remember that
while the former type is represented in Bolshevik Russia, Italy, and else-
where the latter is te be found in Great Britain, France, Germany,
U.S.A,, jJapan and other countries. In regard to the admin’stration of
the Bank, Indianization should certainly have to be pressed with as much
emphasis as possible. But one need at the same time observe
that Indianization is unknown in any sphere of governmental activity in

British India.

INDIAN BANKS IGNORED AND ACRICULTURE NECLECTED

““There are one or two technical items in regard té the constitution
of the Bank on which it is desirable to suggest an amendment in the final
drafting of the Bill. First, a good many of the joint stock banks, "‘Loan
Offices’”” and Nidhis under purely Indian management should be granted
the privilege of having their commercial papers recognized by the
Reserve Bank. The Bill in its present form does them great injustice for
while it recognizes all the twenty one foreign banks it has accorded the
same privilege to only five Indian concerns. Secondly, the co-operative
dredit societies of India, especially th'e central co-operative banke should
also be admitted to the same privilege. Besides, one of the conditions
to be imposed on the Reserve Bank should be similar to that by
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which the Banque de France is compelled to advance large credit to the
co-operative agricultural institutions on exceptionally favourable terms.

NOTE-ISSUE ON CERMAN LINES

"The conditions according to which the note-issue of the Reserve
Bank is to be regulated are in the main acceptable. The Bill has followed
neither the rigid system of the Bank of England nor the ultra-liberal
system or absence of system of the Banque de France in regard to the
gold-cover for notes. The fundamental principles of the Reichsbank of
Germany, elastic as they are, on which have Leen later founded to a
certain extent the Bank of Italy and the Federal Reserve Bank of
America are to be noticed in the Bill relating to the proposed institution
for India.*

THE POSITION OF BENCALIS

“The Bill that has been introduced in the Legislative Assembly at
Delhi in order to constitute a Reserve Bank of India enumerates in a
special schedule 26 banks at present operating in the country. The
promissory notes of these institutions, supported by documents, have
been considered by the Legislative Department to be good security
against which the proposed Reserve Bank may be authorized to make
loans for fixed periods not exceeding 90 days. Of these 26 institutions
only five are Indian, viz. the Bank of Baroda, the Bank of India
(Bombay), the Central Bank of India, the Indian Bank (Madras) and the
Punjab National Bank. It is evident that there are no Bengali institutions
competent enough in the present judgment of the authorities to deserve
a place in the schedule.”

*See ““The Remaking of the Reichsbank and the Banque de France™ in Sarkar:
Applied Economics Vol. 1 (Calcutta 1932) and ‘Currency Reform, Gold Standard and
Reserve Bank™" (Banca d'ltalia) in his Ekaler Dhana-Daulat O Artha-Shastra (The Wealth
and Economics of Our Own Times) Vol. I (Calcutta, 1930).

Re the French cover according to the new principle see Art 4 of the Act of 25
June 1928 iii Lebeau: La Banque de France (Paris, 1931), pp. 327-328,

2



The Linking of the Rupee with
Sterling

(November 1931)

The linking of the Rupee with Sterling constituted the burning
topic of the day when towards the end of October 1931 Professor Sarkar
returned to India after two years and a half of sojourn in Great Britain
and the Continent, during which period he was Guest-Professor for two
semesters at the Technische Hochschule (Technological University) of
Munich as well as a President of the Economic Section of the Interna-
tional Congress on Population held at Rome. On his arrival in Calcutta,
he was interviewed by the Amrita Bazar Patrika and his observations on
the Rupee-Sterling question were published in the issue of Nov. 4.*

BRITAIN’S GAIN

Commenting on the linking of the Rupee with Sterling Prof.
Sarkar said :

“‘Great Britain will gain relatively on the Inidan market in compari-
son with America, Germany, Japan and other gold-standard countries.
It is likely that the British percentage of India's foreign trade will rise a
few points above the last few years' average of 30 to 40 per cent.

“It is to be observed that while Great Britain gains, India does not
lose. It is an instance of Great Britain gaining at the cost of other
foreigners.

“Exports from India are likely to rise. The agricultural classes of
Bengal and other provinces may be expected to derive considerable
benefit.

FALL OF THE RUPEE

“The explanation is as follows. Great Britain's getting off the gold
standard is tantamount to the depreciation (inflation) of the British currency;
hamely, Sterling, in terms of the gold-standard currency. The linking
of the Indian currency with the British implies (1) that the ratio of the
Rupee to Sterling remains unchanged, i.e. what it has been since

*Somewhat expanded for the present publication,
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1927 but (2) that the Re. is depreciated to the same extent as the £
in terms of the dollar, the Reichsmark, the yen, the franc and other
gold-standard currency units.

“To give a concrete instance. Suppose previous to the linking the
Re. was equal to RM. 1:50. Now let us say for the simplicity of calcula-
tion that the Re. is equal to RM. 100 only. In other words, the fall of
the Rupee in terms of the German currency, or the rise of the RM. in
terms of the Re, has been assumed to be as great as 33 1/3 per cent.
Previous to this change (i.e. depreciation on the one side and apprecia-
tion on the other) the Germans could buy one Rupee worth of our jute
with RM. 1-50. But after the change they are in a position to buy the
same one Rupee worth of jute with only RM. 1:00. There is thus a great
inducement offered to the Germans to buy our jute simply because of
the alteration in the currency relation. On the other hand, previous to
the change Indian customers could buy RM. 150 worth of German
machineries with only one Rupee, whereas afier the change with the same
one Rupee they can import only RM. 100 worth of machineries from
Germany. In other words, Ind'ans find German machineries too
expensive, and Germany is compelled to lose much of the market for
her goods in India,

FALL IN IMPORTS FROM GERMANY, JAPAN
AND AMERICA

“On account of the depreciation or fall of the Rupee American,
German, Japanese and other gold standard people will find Indian goods
cheaper to buy with their currency than before, whereas Indians will
find the goods of American, German, Japanese and other gold standard
countries dearer to buy with Indian Rupee or British Pound than before.
Exports to these countries will therefore tend to rise while imports from
them will tend to decline.

“But in so far as the relations of trade between Great Britain and
India are concerned, the linking will leave the British buyers or sellers
vis-d-vis Indian sellers or buyers in the relatively same position as before.
Indian goods will not appear cheaper to the British customers nor will
the British goods appear dearer to the Indian customers,—because
neither does the Rupee fall in relation to Sterling nor does the latter
rise in relation to the former.

NO LOSS TO INDIA

“‘Great Britain’s goods will enjoy a relative advantage in India for
no other reason except that the American, German, Japanese and other
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gold-standard goods will appear comparatively dearer to Indian custo-
mers. Great Britain’s gain in this instance does not spell India’s loss.
In so far as India is bound to import a ceriain amount of foreign goods,—
machineries, apparatuses, chemicals etc.—for her daily requirements and
in order to promote the development of her manufactures the competi-
tion between Great Britain and her non-British rivals on rather advan-
tageous terms to herself is, other circumstances remaining the same, of
no special economic significance to India.

*‘These are the purely theoretical considerations® based on the
significance of the present currency readjustments. But in the mean
time, cne does not know as yet as to how in order to counteract or
neutralize the discrimination in favour of Great Britain’s goods America,
Germany, Japan and other gold-standard countries are likely to mani-
pulate their currencies or take other measures. Besides, as long as the
Swadeshi movement is on in India and opposition to British goods
continues to inspire the patriotic sentiments of the people it is certainly
difficult to foresee to what extent the discriminat'on involved in the
currency legislation is likely to act effectively in favour of Great
Britain.”’

*Cf. p. 7. The fall of the £ and Re has been followed by the fall of the Yen
since 14 December 1931 and the fall of the Dollar since 20 April 1933,



Currency and Imperial Preference
vis-a-vis Indian Peasants

(April-May 1933)

At the commencement of the eighth year of Arthik Unnati
(Economic Progress), the economic monthly in Bengali, Prof. Sarkar as
editor presented a survey of the previous seven years (1926-33) in the
issue of April-May 1933. Among other topics the bearings of currency
and teriff with special reference to Imperial Preference on the agricul-
tural classes of India were discussed by him in a concise manner. The
follewing paragraphs are reproduced in English from this survey :

INCREASE IN EXPORTS

““The eighteen-penny Rupee was introduced in 1927. As a reesult
of this measure the Indian cultivators’ goods have not been sold abroad
in relatively less quantities than before, as feared at the time. A compari-
son of the export figures of 1927-31 with those of 1923-26 will indicate
rather that the exports have increased in jute, cotion as well as tea,
and this in spite of the fact that on account of the world depression we
should rather expect a relative or even absclute diminution. Besides,
the export of those ol-seeds the demand for which in foreign countries
is old and regular has also shown some increase. The standpoint of
those Indian publicists and economists who carried on the agitation
against Is. 6d. and in favour of ls. 4d. has been demonstrated to be
too pessimistic.

LINKING BENEFICIAL

“In September 1931 the British pound fell. The Indian currency was
at once attached to the British as a tail. Consequently the Rupee fell
along with Sterling. Since then in terms of the German, American,
French, Italian, Japanese and other gold-standard currencies there has
Leen a depreciation of the Indian monetary unit. It is because of this
fall of the £ st. and of the Rupee that the industrial goods produced
by the British manufacturers and the agricultural produce of the Indian
cultivators have been exported to foreign countries in relatively larger

*Review of the Trade of India in 1931-32, Tables 7, 28-41,
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amounts, of course, within the limitations of the world-depression. Our
peasants would have been in a bad fix without this affiliation or linking.
In the interests of our cultivators it should be expedient for us to have
the Indian currency linked up with the British in future also. The Rupee
should rise and fall along with Sterling in terms of other currencies.

GOLD EXPORT DESIRABLE

“Since 1929 on account of the world-depression the goods of all
agricultural countries have been exported in relatively smaller quantities.
Agricultural depression is the most outstanding fact of the present crisis.*
It is on account of this that great suffering has been caused to the agri-
culturists of India as to those of other countries. But there are many
foreign goods,—machineries, factory-installations, technical equipments,
scientific apparatuses, drugs, chemicals, etc., which are absolutely
necessary for the Indian people, and these have to be imported by all
means although in somewhat reduced proportions.

“It is clear, however, that it has not been possible in recent years,
on account of the fall in the demand, to export as much agricultural
produce as is necessary to pay for the imported goods. This is why the
export of gold bullion has been found to be the most convenient as
payment of price for the imports. Had it been impossible for India
to ship gold abroad there would have been great hardships among the
Indian people.

IMPERIAL PREFERENCE A HELP TO ACRICULTURE

“Towards the end of 1932 reciprocal Imperial Preference was agreed
upon at Ottawa with India also as with the other members of the British
Empire. In accordance with the terms of this Ottawa Agreement the
Government of the United Kingdom levies customs duties on Indian
goods at lower rates than on foreign (i.e. non-British, non-Indian, non-
Imperial) goods. One may naturally expect under these circumstances
an expansion of market in the UK. for Indian goods. Had there been
no preference com’ng to us from the British side Indian cultivators would
have had to suffer relatively great losses. As soon as the world-
depression is effectively over,} new marks of prosperity for the Indian

*On the world's agricultural depression see André Pavie: ‘‘La crise agricole et
mondiale’” in Bulletin de la Société d' Economie Politique de Paris for January 1933
and G. Masci: ‘'Considerazioni sull' indebitamento agricolo”’ in Rassegna Economica

(Naples, May 1933).
1For the analysis of circumstances such as are likely to lead to business recovery
in India by autumn 1934 see Sarkar; ‘‘Economic Planning for Bengal” (Insurance
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peasants will tend to make their appearance. By 1940, i.e. the terminus
of the Preference period, we may expect some positive and solid signs
of material advance among our agricultural classes.”™

and Finance Review, Calcutta, March 1933). For some of the symptoms see in this
connection the curves for the United Kingdom in the Monthly Review of the Midland
Bank (London, August-September 1933). cf. also the improving situation of Germany
as registered in the Wirtschaftliche Mitteilungen of the Deutsche Bank und Disconto
Gesellschaft for September 1933,

*A detailed analysis is to be found in the author's forthcoming book entitled
Imperial Preference vis & vis World-Economy (in relation to the International Ttade
and National Economy of India).



Tariff and Currency Problems at
the World Economic Con-
ference, London

(May, 1933)

In regard to the World-Economic Conference held at London in the
summer of 1933 Prof. Sarkar, as editor of the Bengali monthly Arthik
Unnati (Economic Progress), made the following among other observa-
tions :

“"We witness here the clubbing of the intellects from some sixty
different countries. A congress of this dimension was never held in the
world before. But those economic theorists or economic statesmen who
are expecting extraordinary results out of these deliberations are bound
to be disappointed. On the other hand, those economists and publicists
who are used to and capable of making an objective survey of the con-
ditions up to which the world has advanced in the different corners are
not likely to feel pessimistic or heart-broken about the eventual services
of this Conference.

SEVERAL TARIFF-UNIONS

“In the first place, as regards tariff arrangements in international
trade it should be understood that a free trade regime is out of the
question. The system of customs duties and these, again, of a more or
less highly protective character, is bound to continue. But it is not un-
likely that in certain geographical areas a number of regions or races
may consider it advisable to establish Zollvereins or customs-unions.
The British Empire has shown the way, the French Empire is likewise
showing the same way.*

NO WORLD-CURRENCY

“In the second place, there is the question of the world's currencies.
Ceriain theorists and even statesmen have been making propaganda in

*See the series of articles entitled “Est-il opportun de réunir une Conférence
Economique Coloniale?™ in Journal du Commerce (Paris) for 30 March 1933,
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favour of what may be called an international currency such as is likely
to be legal tender throughout the world. One should not aitach much
importance to such ideas or projects. It is undoubtedly true that the
regime of technocracy hzs succeeded in promoting business movements
and intercourse between the most diverse and distant nooks and corners of
the world. But the establishment of this world-economy has not been
able to induce the growth of the international or universal state
as command ng sovereignty over all the races and regions of the world.
Mankind continues s:ill to be polycentric in political organization. The
currencies of the world also will continue to be diverse. A world-
currency is not yet a question of pract'cal politics.

DIVERSE CURRENCY-UNIONS

“‘Currency is like tariff mainly a political category. The state is there-
fore the chief consideration in currency questions. In the world-
economy of to-day the following s'x statal organisms deserve special
meniion :

The British Empire,

The French Empire,

The U. S. A,

Soviet Russia,

Japan, and last but not least,
Germany.

oV W~

“But it is not on the strength of polit'cs (i.e., race and nationalism)
alone that mank'nd can go on. The o:her states of the world are bound
to get connected with these centres by economic ties in spite of their
own nationalistic ambitions as well as of the nationalistic achievements
of the b’g centres. No matter whether these other regions are from the
standpoint of political sovereignty independent, semi-independent,
or dependent there is no means of their flourish'ng in the
economic fields without linking with some one or other of these powerful
centres. It.is only when the tariff and currency systems of these other
peoples are managed in intimate unison with those of the six systems en-
umerated above that the avenues to the’r economic progress will be clear
and smooth. In other words, currency-unions will have to become the
established fact of the world-economy just as the customs-unions are.
But in any case, the nationalistic rivalries and antagonisms of the
political organisms are so complicated and so frequent that one ought to
remain prepared for occas’onal, nay, periodical disruptions and reshuf-
flings of customs-unions and currency-unions,

3
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COLD BULLION STANDARD

*“There is hardly any likelihood of gold losing its presiige in the
world’s currency questions. For some long time yet the internaiional
monetary world will continue to wiiness the prevalence of the Gola
Bullion Standard which has keen introduced in the leading countries
lincluding even India) since 1924-26. We do not for the time being find
any ground for altering the regime of that standard. It is to be cbserved
that in reality currency difficulties have not arisen in many countries
during the period of the world-economic crisis since 1929. The chiet
cause or mark of the present depression is to ke found in the .Jecline
in the exports and imports of goods. The crisis is not mainly one of
currency but of commerce, especially, of international trade.”

MULTIPLICITY OF STANDARDS

"It is not to be taken for granted, indeed, it is hardly likely that
the terms of afhiliation, linking and assimilation between the region and
the powerful centre will be along the same lines in the diverse currency-
unions of the world. In each of these currency-unions the relations ot
the central currency with the affiliated currencies are bound to remain
diverse. In certain regions we may have to encounter perhaps the
monometallic silver standard and in other insiances it is not surprising
that the ‘‘dyarchy’” of gold and silver i.e. bimetallism will prevail.

NO CHANCE IN RUPEE-STERLINGC RATIO

"The terms of affiliation or understanding between India and Great
Britain in regard to currency matters are in the main beneficial 1o our
people and should be adhered to for some time. In case the furthe:
depreciation of the Rupee is considered desirable in order to raise
prices ai home or promote the export of goods a corresponding depre-
ciation of Sterling will be a necessity in order that the currency-union
may be kept in tact. The tariff relations of India in regard to the United
Kingdom being what they are (Imperial Preference), a change in the
Rupee-Sterling ratio will be prejudicial to India’s interests unless of course
at the same time the tariff schedules are revised from top to bottom.

SILVER-CURRENCY AND LOWER GOLD-COVER
AS HELP TO RISE IN PRICES

“In order to solve the world's price-problem, i.e., to raise the
prices to a higher level, it may be found expedient to enable the Reserve

*Roberts : 'Gold Movements into and out of the United States’ in Selected Dccu-

ments on the Distribution of Gold submitted to the Gold Delegation of the Financiay
Committee (League of Nations, Geneva 1931), p. 56.
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Banks of every country to issue a comparatively larger volume of notes.
This will necessitate the modification of the laws relating to these Banks.
The modification 7s to be effected in the direction of authorizing the
issue of notes against a lower than the statutory percentage of gold-
cover. It may be possible in the same connection to elevate poor silver
back to the legitimate currency level. As a result, silver may again rise
in international worth. The enhancement of the agricultural prices by
such currency measures, desirable as it is for our peasants, landowners,
middle class men and the Government, will at the same time enable
India to buy larger quantities of foreign machineries; and this will serve
to bring down the unemployment figures of the machinery-producing

countries also.™



The Export of Gold from India

(May 1933)

On May 28, 1933 a paper on India’s contribution o international
trade was read at the Bangiya Dhana-Vijnan Parishat (Bengali Instiiute
of Economics) by one of the Research Fellows, Sj. Sudha Kanta De,
M.A., B.L., translator of Ricardo inio Bengali. It was followed by
discussions in which several other Research Fellows as well as
Dr. Narendra Nath Law, who had been a Government of India delegate
to the Round Table Conference in London, took part. One of the
points debated had bearings on the export of gold from India.

To this discussion Prof. Sarkar, as Director of researches at the
Institute, contributed the following observations :

*““Much sentimentalism has of late been showered on this outflow
of gold. But to the student of matter of fact economics it is hardly
worth while to be so emotional about gold as such. And in regard to
the actual place of gold in Ind’an economy the positive facts are such
as should counsel us to be less nervous and fidgety than we happen
to be at the present moment.

GOLD BULLION AS WEALTH

*‘Gold bullion is only a form of wealth. As such it is not necessarily
more important or valuable than other forms of wealth. Agricultural
holdings or farms, pastures, mango groves, paddy fields, grass lands,
tanks, fisheries, mines, crops, cattle, coal, iron, machineries, chemicals,
buildings, silver, bank notes, cheques, shares, securities, etc. are, as
forms of wealth, not of less worth than gold. To possess large
quantities of one or other of these forms of wealth is to be rich in the
same sense as to possess large quantities of the yellow metal.

GOLD BULLION ORDINARILY NOT MONEY

“For the purposes of commercial intercourse there is no reason why
each one of these diverse forms of wealth could not be used against
one another as equivalents. A system of barter-economy would indeed
lead to the establishment of every form of wealth as money or instru-
ment of payment.

“It is just an accident that certain precious metals, especially gold
and, silver, happen to be used as the standard of value in most of the
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countries of the world at the preseni moment. It is an accident also
that along with coins struck off from precious metals the cheques, notes,
securities etc. have by fortuitous circumstances of the modern world-
economy obtained the privilege of functioning as instruments of pay-
ment in commercial intercourse. All the other thousand and one
forms of wealth including the gold and silver bullions (as contrasted
with co'ns) function to-day as mere goods, and however valuable they
may be, are not allowed to function as money.

COLD BULLION AS EXCEPTIONAL INSTRUMENT
OF PAYMENT

“If then, India has to make any payments abroad she must use
either the coins as struck off according to law (not the bullion pieces)
or the cheques, notes, etc. Unluckily since Great Britain's, and along
with her, India’s getting off the gold standard, all these usual media of
payment have fallen in value in comparicon with the gold standard
currencies. This depreciation of the currency in its ordinary forms is
indeed the result and meaning of the suspension of the go!d s:andard.
In order to pay for imports India has, therefore, to discover a way which
will not compel her to incur loss by using depreciated currency.

"“The best way is naturally to make payment by exporting goods.
But on account of the world-depression since 1929 the demand for
Indian goods has fallen off in just those countries to which India has to
make payments. It is to be observed en passant that for the daily
requrements of her life as well as in the interest of industrialization
India has still to impor: certain goods (no doubt in reduced quantities)
from these countries, although these latter are not in a position to import
as much agricultural produce and other raw materials as before. The
way of payment by export of goods is then blocked. The only way that
is left under the exceptional circumstances is the export of gold bullion,
the commodity which has maintained its value in tact by the world
standard, or rather has experienced a relative ‘‘appreciation’”. Gold
bullion has thus been elevated to the rank of an exceptional instrument
of payment, so to say. Such is the case likewise with certain agricul-
tural countries in recent years, for example, Argentina and Australia, in
which imports have risen and exports fallen.

THE GOLD IMPORTS OF SEVEN YEARS (1923-30)

“Fortunately for us, India happened to possess gold in quite
considerable amounts. From 1923 to 1930 India imported large quantities
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ofi'go'fd.* The value of the net imports of gold bullion (deducting the
exporis) is given below :

Res.

1923-24 292,100,000
1924.25 738,800,000
1925-26 Ve .. .. 348,600,000
1926-27 - .. ... 194,000,000
1927-28 181,000,000
1928-29 212,000,000
1929-30 e .. e 142,200,000

Total ... 2,108,700,000

During the seven pre-depression years India was in a position to
aksorb from abroad Rs. 210 crores and 87 lacs.

“And it is this gold which was imported from abroad on account of
certain trade re'ations that is in part being exported abroad to-day on
account of certa’n other trade relations. In other words, as soon as the
export and import cof goods between India and the foreign countries are
restored to the pre-depression level the journey of the same yellow metal
back to India may be expected as a matter of course, unless of course
in the meantime India chooses to possess some other forms of wealth
in order to replace gold imports.

The recent exports of gold* can be shown as follows:

1932 $195,765,000
1933 (May) .. $ 51,315,000
Total e $247,080,000

During this entire period except only during the last few weeks the
Rupee was depreciated and fell from the parity of 4650 cents to
a general level of some 27 cents. At this rate of exchange 247 million
dellars would be roughly equivalent to Rs. 940,000,000. This, then,
measures the total export of gold as against the import of previous seven

years valued, as it is, at Rs. 2,108,700,000.

COLD BULLION AS NOTE-COVER

“One m'ght suspect that the export of gold would lead to the deple-
tion of gold and thus threaten the gcld-cover of the notes issued by the

*Fer gold imports into India see Balances of International Payments (League of
Nations Memorandum, Geneva 1931), pp. 123—124.
*For gold exports from India sece Federal Reserve Bulletin (Washington D. C) for

June 1933, p. 375,
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Currency Department. But the story of the note-circulation indicates that
_the position of the gold reserve has hardly been affected except in the
favourable direction. On May 15, 1932, for instance, against a note-
circulation of Rs. 1,678,631,000 the percentage of metallic (i.e. gold as
well as silver) reserve was 71'79. But the gold bullion accounted for
only 62 per cent of the total note-circulation. On May 15, 1933 the
total metallic reserve was 77-30 per cent of the notes which amounted
to Re. 1,754,990,000.* The percentage of metallic cover has risen from
71'79 to 7730 per cent. At this latter date the gold Lullicn as cover
for the notes was Rs. 262,604,000 (as against Rs. 106,143,000 on May
15, 1932). And this is 149 per cent of the total circulation. The percent-
ege of gold cover has thus risen from 62 to 149 per cent during the
pericd of the export of gold from India. One need not therefore be
too panicky akout the situation.”

*Indian paper currency returns may be sesn conveniently in the weekly Commercial
“
Gazette (Calcutta).



Indian Reserve Bank Committee’s
Report

(August 1933)

The Report of the Committee on Indian Reserve Bank Legislation
was published in a summary form on August 4, 1933. On the subject
of the proposals contained in this Report Prof. Sarkar was interviewed
by Advance and his observaiions and interpretat’'ons were published in
the issue of the next day, as follows:—

“The princ'ples of the Reserve Bank for India, as first proposed in
1927, zppeared to me acceptable from the standpoin: of purely banking
considerations. There is nothing in the proposals of to-day which can
dissuade one from accepting it, provided one does not make too much
of formal political considerations.

Unfortunately the items published to-day are so scrappy that it is

difficult, except in a very general manner, to call attention to some of
the prominent features.

THE AMERICAN SYSTEM

"To begin with, we should be quite clear in regard to the fact that
although the new institution is to be called a Reserve Bank there is not
much in common beiween the one proposed for India and its namesake
in America, except only in so far as the principle underlying the cover
for note circulation is concerned.

““The American Federal Bank is a genuine Bank of Banks, because
none but Banks can become members of the federal system; whereas
the Reserve Bank for India shares are not to be the exclusive monopoly
of banking institutions. Private shareholders should appear to be pre-
ponderant, and since no individual shareholder can exercise more than
ten voies, the emancipation of the institution from the authority of ‘‘b'g
capital’’ is likely to be realised, at any rate, in theory.

*‘Although economic India is a territory of vast dimensions, the pro-
posed Reserve Bank will, however, be more akin to the British, French
and German institutions, since, by statute, there is n6 compulsion to
derive their shares exclusively from banks as foundation members. The
promoters and '‘proprietors’” of the Indian as well as European Reserve



INDIAN RESERVE BANK COMMITTEE'S REPORT 55

Banks are thus not necessarily banks but business people and other
holders of capital.*

RELATION WITH BANKS

“In regard to the relations between existing banks and the proposed
Reserve Bank, it seems that, other circumstances remaining the same,
arrangements with the Imperial Bank could not in general be different
from what has been suggested. As for the other banks the principle that
they should maintain minimum balances with the Reserve Bank is quite in
order. It has been observed by custom in England for a long time, in
fact, this is the British “‘tradition”’. The Reichsbank also has grown into
a central station for the deposits of the German banking institutions,
although not to the same extent as the Banque de France; and of course,
in America there is a siatute which compels all member banks to contri-
bute a certain percentage of their own capital to the capital stock of
the Reserve System.

““All the same, not even in the United States, and not of course in
Germany, has it been possible to centralize the deposits and control the
risks in an effective manner, because a very large number of banks in
those countries lies outside the Reserve System. Besides, many of these
banks take par:i in industrial under-writing, which is very difficult to
control as a matter of course.

““DISCOUNTING” PRIVILECGCE

“This problem is likely to acquire a special significance in India
because the “‘scheduled banks'’ such as may have the privilege of having
their papers discounted by the Reserve Bank are very few in number.
There are no details forthcoming yet, but it is necessary to suggest that
in each of the five areas businessmen should see to it that a good many
of the Joint Stock Banks, Loan Offices or Nidhis under purely Indian
management, acquire this privilege.

““We may recall that in the Bill of 19271 not more than five ‘‘Indian’’
Banks were to be accorded this privilege as against all the 21 foreign
banks of those days. This is a po'nt which is to be approached by us
not only from the stand-point of Indianization and political importance

%See Sarkar: "'Types and Tendencies in American Banking’’ in the Journal of
the Bengal National Chamber of Commerce for June 1927.

1The privilege of “‘scheduled banks’ is not defined in the Report under consi-
deration. For the purpose of the present interview we may commence with the defini-
tion as in the Bill of 1927 (discounting privilege). But in the Bill of 1933 the
definition of the privilege is substantially different (signature privilege). Cf. pp. 8, 9,
30.
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in commerce, but also in order that the business interests of our diverse
districts and rural areas can be safeguarded.

MOFUSSIL BANKS

"It is reported that the criterion on which an instituiion is to have
a place among scheduled banks has not been decided upon. | should
suggest that it is desirable to attach more importance to deposits than to
the paid-up capital in this regard. In this connection, something ought to
ke done also to link up the ‘‘indigencus bankers” of the Mofussil with
the entire Reserve system by establishing some legal contact between
them and the leading institutions in each area.

COVER

“‘Something like the principle of 20 p.c. gold-cover has been pro-
posed. This should seem rather revolutionary, because the lates:
principle in the system of proportional cover,* as embodied in the
leading Central Banks of the Continent and America, has been that of
between 30 and 40 p.c. But this may eventually be in keeping with
the current tendencies with regard to the gold-silver problem that has
influenced world-economy during the present crisis. The reduction of
gold cover, and the utilization of silver, both for purposes of cover as
well as for currency, should appear to be some of the measures calculat-
ed to raise the prices and facilitate the rehabilitation of exports and
imports on the pre-depression level.

“For the purpose of clarity it is to be observed that the total cover
recommended in the Report is 20 per cent gold plus sterling-exchange,
silver and securities. It is worth while also to note that since August
1930 the actual gold cover of the note-circulation in India has ranged
as a rule between 18 and 16 per cen:, i.e., somewhat lower than the
proposed 20 per cent. The total metallic cover, however, has during
the same period ranged between 80 and 75 per cent.

INDIA AND EMPIRE-ECONOMY

“It seeme to me that our businessmen need not contest this Bill,
although ii is be'ng thrust upon us rather too hastily. It is clear, at any
rate, that the question of ratio remains closed so far as India and Great

*For legal reserve requirements of foreign ceniral banks see Federal Rcserve

Bulletin (Washington, D.C.) for July 1932, pp. 437—438.
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Britain are concerned. The currency as well as tariff quesiions do not,
therefore, have to be touched at the present moment. Besides, on
 account of the Oitawa Imperial Preference India is a part of the Empire-
Economy. The Indian economic conditions are not likely to be
adversely affected so far as the extra-Empire business relations are con-
cerned, simply because the Bank is established. Of course, when the
Federal Structure begins to function, it may be necessary to introduce
certain changes in the adminisirative machinery of the Bank or even
reopen the ratio and tariff questions without in any way affecting the
principles of central banking as such.

AGCRICULTURAL INTERESTS

“From the standpoint of agriculture, it is necessary to observe that
the Government ought to get certain concessions from the Reserve Bank
in the manner of the French Government from the Banque de France,*
so that it may be possible to help forward the Co-operative Societies
with substantial grants and loans at favourakle rates.

“Thus considered, the question of the Directorate deserves more than
a passing notice. It is not enough to say that eight directors will repre-
sent the shareholders. We should rather stress the point that a sub-
stantial portion of the Directorate should represent the agricultural
interests’’,

*For loans without interest to the Government see Compte Rendu of the Banque
de France for 1933 (Paris), pp. 21—22. Cf. p. 33.



The Reserve Bank of India
Bill, 1933

In view of the discussions on the Reserve Bank Bill by the Joint
Select Committee commencing at New Delhi on 23 October Prof. Sarkar
was interviewed by the news agency, the United Press, on the same day
and his interpretations and criticisms from the standpoint of the existing
Loan Offices and other joint stock banks under Indian management were
published in the leading dail‘es of India, as follows:—

A BIC AND PRIVILEGED COMMERCIAL BANK

“In the Reserve Bank of India Bill there are certain features which
are likely to be interesting to those of our countrymen who wish to see
the progress of joint stock banks ‘‘under Indian auspices’’. The Reserve
Bank is essentially a commercial bank, and since it is a big institution
and an institution enjoying certain privileges from the Government, the
ordinary, i.e. private commercial banks have reasons for anxiety in its
presence. Even large-sized commercial banks are likely to be upset by
the establishment of such a powerful concern. Now, “‘Indian’’ banks with
solitary exceptions are as a rule medium-sized, nay, tiny or pigmy. As
for the eight to nine hundred Loan Offices or “‘cottage banks,’’ as | have
called them so often,* there is every reason for their being nervous
about their very existence as soon as the Big One makes its appearance
in the market,

‘INDIAN” BANKS NOT LIKELY TO SUFFER

"It is just from the standpoint of these fears and anxieties of private
banks that we should call attention to the very nature and function of
the Reserve Bank as proposed in the present Bill. As in other countries,
in India also the Reserve Bank is to be saddled with a statute such as
will prevent it automatically from injuring the interests of the private
banks. Indian, nay, Bengali banking concerns, as banks, are not likely

%See ‘The Bank Capitalism of Young Bengal™ in Sarkar: Applied Economics
Vol. 1 (1932),
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to suffer s'mply because of the establishment of the Reserve Bank. The
safe-guards that have been proposed are extensive and varied and will
tend to offer the private concems, including the Loan Offices of Bengal,
opportunities for self-assertion in their own fields. It is to these
measures of safety that as students of bank-technique and bank-
capitalism our countrymen ought to devote a part of ther attention.

RESERVE BANK NOT TO PAY INTEREST

“From the standpoint of private banks the most important clause in
the Bill is certainly that which saves them from competition with this
privileged institution. The safety of these banks,—large, medium and
emall, non-Indian as well as ‘‘Indian,’—is guaranteed by Art. 17, Section
(1), which describes one of the different kinds of business which the
Reserve Bank will be authorized to carry on. This has reference to
what is called “‘passive banking,’’ as follows :—'‘the accepting of money
on deposit withou; interest from and the collection of money for, the
Secretary of State in Council, the Governor General in Council, Local
Governments, States in India, banks and any other persons.’

“The position is emphasized in Art. 19, Section (6), which, while
enumerating the different kinds of business forbidden to the Reserve
Bank, mentions categorically that it is not permitted to ‘‘allow interes:
on deposits or current accounts.’’

“‘On this point the Bll can cite a recent American precedent. The
Federal Reserve Act of 1913 has been amended on a large scale by the
Banking Act of June 1933* which provides, among other things, for the
“safer and more effective use of the assets of banks,”” and ‘‘prevents
the undue diversion of funds into speculative operations.’”’ Section 19
of the American Act under the present regulations has the following:
“No member-bank shall directly or indirectly by any device whatso-
ever pay any interest on any deposit which is payable on demand.”

“Naturally, the Reserve Bank is not likely to attract interest-seekers.
The business world therefore is left wide enough for all the private
banks and they are thereby enabled to draw upon the resources of
everybody who possesses something without fear of competition from
this source.

RESERVE BANK BOUND BY ONE, TWO
OR MORE SICNATURES

““Another source of security for the private banks in regard to the
question of competition with the Reserve Bank is furnished by Art. 17,

*For the Banking Act of 1933 see Federal Reserve Bulletin for June 1933, p. 394,
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Section (2). The purport of all these measures is to prevent the Bank
from entering into those kinds of ‘‘active’” business which are likely to
be risky in any way. No bill of exchange or promissory note is to be
purchased, sold or rediscounted by the Bank unless the documents bear
the '‘signature of a scheduled bank'® as in the case of business in
Governmen: securities [Clause (c)] or ‘‘two or more good signatures,
one of which shall be that of a scheduled bank”’ as in the case of bona
fide commercial transact’'ons [Clause (a)] or of agricultural operations or
marketing of crops [Clause (b)].

“In all these instences the ricks fall ultimately on those institutions
which furnich the signature, and it is interesting to observe incidentally
that in every instance the ‘‘scheduled bank’ is either the only such
institution or at any rate one of such inst'tutions. Whatever is necessary
to safe-guard a Central Bank from the temptations of running headlong
into business, which, although likely to be profiizable is none the less
attended with rick, nay, which is likely to be very profitable because it
is attended with speculation and risk has been attemp:ed in this Article.
The compulsion to consider certain kinds of business only when the
guarantee has been furn‘shed by one, two or more good signatures is
the greates: brake upon the freedom of the Bank. It is necessarily,
therefore, the most desirable in the interest of the private banks because
the Bank's competition is thereby reduced to a minimum. The =ntire
world of speculative, risky and therefore profitable bus'ness is left fiee
and unobstructed for them and they are at liberty to ransack this world,
each according to iis risk-bearing capacity.

RESERVE BANK NOT TO MAKE UNSECURED
LOANS AND ADVANCES

“In regard to other kinds of “‘active’’ business also, the interesis of
private banks are safeguarded by the Section (4) of Art. 17, which des-
cribes the conditions under which the Bank is authorized to make loans
and advances. It is provided that the loans and advances must be either
repayable on demand or during the period of not more than ninety days.
And in no instance are the loans and advances to be made without
security. The kinds of security are enumerated in clause (a) to (e).
which, however, need not be discussed here. These limitations upon
the freedom or discretion of the Bank are further emphasized in Art.
19, Sections (4) and (5), where it is forbidden to make unsecured loans
or advances and draw or accept bills payable otherwise than on
demand.

~ %See pp. 8, 9, 25,
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“It is to be understood that private banks are subject to no such limit-
tations. They can use their discreiion in regard to every proposition
that comes, and it is at their free will that they can decide as to whether
a client deserves an unsecured accommodation or a credit for longer
than ninety days. Indeed, it is just in this power of exercising discretion
that the forte of banking consists.

THE CLAIMS GF ‘“INDIAN” BANKS

“'As regards the status and number of “‘scheduled banks,” the Bill
of 1933 is superior not only to that of 1927 but also to that of 1928,
because the number of scheduled banks which rose from 26 to 62 in
1928 has risen to 69 in the present instance. In other words, the privilege
of '‘signature,’’ on the strength of which the Bank is to purchase, sell or
red’scount bills of exchange etc, has been extended to a large number
of “Indian’’, including some Bengali, concerns. It is to be observed,
besides, that the ‘signature’’ privilege is substantially different from
the “‘discounting’’ privilege of 1927.

*“The following Bengali banks have been accorded a place in the list
of scheduled banks:

1. Bhowanipur Banking Corporation, Calcutta.

2. Jalpaiguri Banking and Trad'ng Corporation, Jalpaiguri.

3. Raikut Industrial Bank, Jalpaiguri.

“The list is not imposing. But one wili have to observe that in 1927
not one was menticned and in 1928 the third in the list of 1933 did not
obtain the privilege. But still at the present moment we must not re-
frain from exploring the possibility of puching the c'aims of some more
of our “‘cottage banks'' to legislative recogniiion.

MORE BENCALI BANKS DESERVE RECOCNITION

"It is surprising, indeed, that only three should have been singied out
in the Bill. So far as capital-power is concerned, the following insttu-
ticns belong more or less to the same group as these three :—
Jagadamba Loan Co., Birbhum.

Indian Industrial Bank, Calcu:ta.
Mahaluxmi Bank, Chittagong.
Bengal Central Bank, Calcutta.
Luxmi Industrial Bank, Calcutta.
Naogaon Atrai Bank, Rajsahi.
Chittagong Bank, Chittagong.
Jessore Loan Co., Jessore.
Tippera Loan Office, Tippera.
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The capital of these institutions ranges between Rs. 100,000 and
Rs. 500,000.

“And if the criterion is to be furnished by the command over
deposits the claims of the following might well be considered along
with those of the three in the Schedule;

Jessore Loan Co., Jessore.
Faridpur Loan Office, Faridpur.
Rangpur Loan Office, Rangpur.
Bogra Loan Office, Bogra.
Bengal Central Bank, Calcutta.
Khulna Loan Company, Khulna.
Comilla Union Bank, Tippera.
North Bengal Bank, Rangpur.
Faridpur Bank, Faridpur.

The deposits in these institutions range between Rs. 1,000,000 and
Rs. 5,500,000.

“The institutions common to the above two counts are only two in

VENO VAW N~

number. Excluding the double entries, then, there are at least sixteen
Banks or Loan Offices in Bengal, the claims of which ought to be seriously
discussed while preparing the final Schedule for the t'me being.

While appraising the strength of these institutions, the condition
of '‘frozen assets’’ in which the Loan Offices find themselves to-day
owing to the agricultural depression as an element in the crisis in world-
economy should not be treated more seriously in Bengal than in cther
agricultural countries including the U.S.A.

»

THE PROBLEM BEFORE BENCALI BANKERS

*“It is important to signalize the fact that the present Bill does not,
like the one of 1927, make the list statutory and fixed. According to Ari.
42, Section (7), the door is open to the Loan Offices of Bengal and the
Nidhis of Madras as well as other Indian banking institutions to enter
the list. The possibility of raising the status of the smaller banks is not
to be ignored or minimized.

“Bengali economic statesmen should know how to manage their
banking affairs in such a way as to command important position in the
atmosphere of the Reserve Bank along with the representatives of other
regions in India. Once more let me repeat my suggestion of long
standing to the effect that the time has come for amalgamation and
consolidation in Bengali banking enterprise. The opportunities to be
rendered available by the establishment of the Reserve Bank should be
utilized by Bengali bankers in right earnest in order to sirengthen their
position in Bengal as well as in All-India.
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TWO BENGALI INTERESTS NEED SPECIAL
DIRECTORS

“The two fundamental interests of the Bengali people in the domain
of Indian finance are (1) those of the agriculturists and (2) those of the
small-sized banks and loan offices. For some long time to come we
Bengalis are bound to remain a naiion of virtual peasant proprietors,
petty capitalists, small concerns, and cotiage or medium industries of
diverse kinds such as testify to the new manufacturing talent of Young
Bengal in various lines. Our approach to the Reserve Bank must there-
fore be oriented to these inevitable considerations. From this standpoint
we have to see to it that at least two of the eight Directors (in case they are
to be eight only) of the Central Board representing the shareholders are
persons such as possess special interest in agriculture and small banks.
The problem of the directorate, central as well as local, will have to
Le re-examined from the viewpoint of these basic exigencies in the
national economy of Bengal.

BENGALI CULTIVATORS AND THE RESERVE BANK

“In Bengal we ought to take interest in the manner in which French
co-operative societies are enabled to finance the cultivators on account
of the advances from the Banque de France, a topic to which | have
been inviting the attention of our countrymen for quite a while. The
Reserve Bank should be prevailed upon to cultivate the same relations
with our co-operatives and cultivators as the French Central Bank does
for those of France.*

SUBSTANTIAL SHARE-CAPITAL FROM BENCALI
LOAN OFFICES

“It is time for the directors, managers and others associated with the
world of Loan Offices in Bengal to organize measures with a view fo
secure a substantial portion of Rs. 16,500,000 which is allocated as share-
capital for Bengal. Not less than Rs. 5,000,000 should be collectively
subscribed by the combined Bengali banks. Here is a chance for the
Bengali people to enter “‘high finance™ at the thin end of the wedge,
and commence the A.B.C. of functioning on “Indian"" economic plat-

*See 'The French System of Agricultural Credit” in Sarkar: Economic Develop-
ment (Madras 1926) and his Law and the Cultivator: The Example of France in the
*“Journal of the Bengal National Chamber of Commerce,” December 1926.

The convention of 23 June 1928 between the State and the Banque may be seen in
Lebeau : La Banque de France (Paris 1931), pp. 196-198, 321.

5
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forms. There is no more secure method of safeguarding ‘‘Bengali
interests’’ in Indian commerce and capitalism than by taking advantage
of the provisions offered by the Bill. It is 10 be trusted that Bengali
businessmen will not fail to improve the capiial power and financial
position of their banks by fresh acquisitions as well as concentrations.

IMPERIAL BANK VIS A VIS RESERVE BANK

“It is curious that the Imperial Bank is to be the only one of the
scheduled banks that will enjoy a certain number of gifts from the
Reserve Bank. The gifts are the following deposits (Third Schedule
Art. 3):

1. Rs. 30,000,000 without interest during the first five years,

2. Rs. 20,000,000 without interest during the next five years,
and so on up to the twenty-ffth year.

“"Under the sysiem recommended the Imperial Bank is likely to
become a rival of the Reserve Bank to a ertain extent, at any rate, so
far as its command over the financial resources is concerned. The
proposal that the Imperial Bank should obtain from the Reserve Bank
very large amounts as interest-free balances is just calculated almost to
introduce a “‘dyarchy’’ in Central Banking and ought to be treated
as a reactionary and irrational measure. To establish a Reserve Bank
and at the same time to continue to bestow certain Central Bank
privileges on a private Bank constitute a bankocratic confusion of the
worst type,—even although it be for a transitional period. Neither
would the Reichsbank entertain such a proposiiion in favour of the
Deutsche Bank und Disconto Gesellschaft, nor the Banque de France
for the Credit Lyonnais, nor the Bank of England for the Midland.

IMPERIAL BANK VIS A VIS OTHER SCHEDULED BANKS

“In case the Bill in its present form becomes law, the anomalous
position of the Imperial Bank in the banking system of India for twenty-
five years afier the establishment of the Reserve Bank can escape no
body’s notice. If it is to be a “‘scheduled bank' i.e., one of the 69
private bnks endowed with the privilege of ‘‘signature’’, on the sirength
of which the Reserve Bank is authorized to deal in bills of exchange,
the Imperial Bank, like all the others, ought to maintain a balance with
the Reserve Bank to the extent of 7. 1/29% of the daily average of
its demand liabilities plus 2. 1/2% of the daily average of its time
liabilities [Art. 42 Section (1)]. As a scheduled bank the Imperial Bank
should not possess any privileges such as are denied to the others.

i
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“Any preferential treatment of the Imperial Bank is unfair to the
other scheduled banks. From their standpoint the proposition is
entirely objectionable. The concessions to be enjoyed by the Imperial
Bank would spell danger to their normal functioning. As has been
pointed out above, they have been relieved of the fear of competition
with the Reserve Bank because of statutory safeguards such as serve to
curb it of its freedom in functions and delimit the range of its transactions.
But cut of the frying pan they would be thrown into the fire in so far as
they will have to encounter rivalry with the pampered mammoth in the
shape of the Imperial Bank, which will be as free as themselves to enter

every market.

THE PROPER CONDITIONS OF ACENCY

**The trouble has arisen from the solicitude to entrust the Imperial
Bank with the “'sole agency’ of the Reserve Bank (Third Schedule, Art.
1). The patronage in the form of agencies ought rather to be fairly distri-
buted among a large number of scheduled banks and should not be a
monopoly to be enjoyed by just one institution.

“Besides, the period of twenty-five years during which the Imperial
Bank is to enjoy the monopoly (Art. 43) should appear to be too long.
Businessmen ought to try to have it brought down to not moie than
seven years.

“There is no reason why the Reserve Bank should fail to develop a
large number of branches of its own during the next five or seven years
and be as far as possible independent of the Imperial Bank and other
scheduled banks in regard to the business that is generally entrusted to
agents in the absence of one’s own branches.”



The Rupee Not Over-valued”

(December 1933)

Interviewed by a representative for an opinion on the recent activities
of the Bombay Currency League and the devaluation propaganda
Professor Benoy Sarkar said as follows :

““The Rupee is not over-valued in comparison with sterling
Devaluation is uncalled for. The eightcenpenny Rupee ought to
continue’’,

FALL IN INDIAN PRICES NOT HEAVIER THAN IN BRITISH

Asked for the reasons for this view Prof. Sarkar observed: ‘‘The
fall of agricultural prices in India since 1931 cannot be proven to be
heavier than that in the United Kingdom. It is perhaps two or three
points less. Besides, recent graphs of prices indicate that India’s commo-
dities have been tending to firm up. The recovery seems already to
be on here and there although in slight proportions.”

PRICE-LEVELS: “CENERAL" AND AGRICULTURAL

At this point Prof. Sarkar called special attention to the following
points :

“In regard to comparison in price-levels between India and the
U.K. it is to be remembered that the Indian “‘general index'’ is composed
mainly of industrial commodities whereas the British mainly of industrial
goods. Comparison in ‘‘general price-levels’” furnishes no test there-
fore as to the comparative value of the Rupee visdvis sterling. Indeed,
scientifically speaking, comparability between the two is eminently
questionable because of the fundamental diversity in the structure of
the two indices.

* Based on an interview published in the Ananda Bazar Patrika (Dec. 2, 1933,
Amrita Bazar Patrika, Forward, Busumali, ITitabadi, Clive Street, Advance and
leading Indian dailies through the news agency, United DPress, Calcutta.
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ACRICULTURAL INDEX LOWER EVERYWHERE

Questioned as to the practical bearing of this situation Prof. Sarkar
answered as follows :— .

“'In countries that are exclusively agricultural or where production
and the market are weighted heavily with agricultural goods the price-
level has been much more depressed than in industrial countries or those
with a greater weightage of manufactured goods. In certain economic
regions the discrepancy in the two price-levels has to be measured by
not less than 20 per cent during the period of the present depression.
The ratio question need nct therefore be automatically dragged in simply
because a discrepancy of scme 5 or 6 points may be detected in the
British and the Indian price-levels'.

DISCREPANCY: NOMINAL AND REAL

Asked for an opinion as to the real nature of the discrepancy,
Professor Sarkar observed :

*“While instituting price-comparisons between India and the U.K.
one must not be misled into posing the Calcutta or the Bombay index
against the British Board of Trade index in its crude form. The investi-
gation will have to be conducted intensively and ought to exihibit the agri-
cultural indices of the two countries in relation to each other. It will be
detected that although the fall in the general Board of Trade index is
5 or 6 points more {avourable than in the Indian, that in the British
agricultural index is perhaps 2 or 3 points less favourable. In cther
words, for an agricultural country like India the fall in prices happens
to be not as heavy 2s it might otherwise be. In any case, the real (as
contrasted with nominal) discrepancy in the Indian and Brtish price-
levels, should there be any, may turn cut to be more in India’s favour
than in the UK.'s. The Rupee is perhaps slightly undervalued rather
than over-valued. Altogether, the case for devaluation can hardly be
made out’’.

EXPORTS AND PRICES INRIFFERENT TO RATIO

On the general problem of raising prices Prof. Sarkar said : —

"It is not enough to speculate in season and out of season on thu
alleged stimulation of exports or raising of prices by currency deprecia-
tion. Statistical realities have also to be faced in the most objective
and open-eyed manner. Factually, the exports from India increased
even under a ‘high' Rupee (ls. 6d.). The export-curves previous to
1929 were not influenced by exchange-curves in the manner as expected
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according to theory. And at the present moment it is worth while to
observe, further, that price-curves in India are likewise indifferent to the
course of currency. Prices rose in the past even with a relatively high
Rupee as established in 1927. They may rise again, as indeed they
have been tending to rise, under the same ratio. A change in
the status quo of exchange is therefore unnecessary.”

PROSPERITY ALREADY IN EVIDENCE

About the present export situation of India Professnr Sarkar said:
“The period of six months from April t¢ September 1933 bespeaks a
more prosperous half-year than the coresponding period of 1932. For
instance, the exports of both raw cotton and raw jute have considerably
improved and the price of cotton has becn looking up. Prosperity is
already in evidence, albeit no doubt only in traces.”

WANTED CAPITAL IMPORTS

Asked as to the prospects of a mcre sukstantial rise in Indian prices
Professor Sarkar replied as follows :—

“There is every likelihood of American, British and French capital
being exported to agricultural countries and other normally capital-
borrowing regions. As soon as these capital movements which have
been very little in evidence since 1929 resume their usual course the
agricultural produce and raw materiale of debtor countries like India may
be expected to be placed finally on their pathway upward, as indeed they
were previous to the world-depressicn in thc epoch of more or less
free capital movements.”

BENEFICIAL TO AGRICULTURISTS

Prof. Sarkar was in favcur of Is. 6d. in the curency controversy of
1926-27. In 1931 he supported Rupee-Sterling linking. The Ottawa Agree-
ment was likewise supported by him last year (1932). All these measures
have in his judgment been beneficial to Indian agriculturists and exports
from India. On the question of the Reserve Bank his views are already
wellknown as being in general agreement with the provieinme of the Rill
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Price-Curves in the Perspective
of Exchange-Curves

(December 1933)

I. FORECASTING THE RECOVERY

In the paper on “Economic Planning for Bengal'’ published in the
Insurance and Finance Review for March 1933 the present writer was in
a position to make the following observations: ‘‘By the next autumn
(i.e. September-October 1933) we mey expect the definite beginnings of
a new situation, the world-recovery being in sight. It is within a year
afterwards i.e. about the Pujah season of 1934 that the cultivators and
Zamindars of Bengal may hope to experience the solid effects
of recovery.’”’

One of the processes involved in this recovery was considered to be
the ‘‘removal of the friction that is hindering the smooth export and
import of capital”’. The beginning of the depression in 1929 was
visualized as ccnsisting to a considerable extent in the reduction of capi-
tal movements. Thus, “‘the U.S.A., Great Britain, France, Canada,
Czechoslovakia and Sweden which together exported 2,174,000 dollars
in 1928 could export so little as 891,000,000 dollars in 1929. Since then
they have tecome more shy. On the other hand, Germany, Australia,
Poland, Argentina, Hungary, India, Finland and Norway, which together
borrowed 1,736,000,000 dollars in 1928 cculd borrow barely 1,000,000,000
dollars in 1929. Qur own country, for instance, was almost starved finan-

cially, investments in India being reduced from 67 millicn to 36 million
dollars.’™*

(See Chart ])

The question of recovery was subsequently discussed by the present
author in “The Seven Years of Arthik Unnati’’ in the economic monthly
Arthik Unnati (Economic Progress) for April-May 1933 in the following
manner: 'One of the means to the expansion of the exports and

1 Compte rendu de la Banque de France (Paris 1933\, pp. 57; Federal Reserve
Bulletin (Washington, November 1932Y p. 698; The Course and Phases of the
World Economic Depression (Genova 1931), pp. 28, 35, 201, 203; Midiand Bank
Monthly Review (London), January-February 1933.
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imports of goods consists in the arrangements for the expansicn of exports
and imports of capital. For several years British and American finance
has been reaching the world's markets in diminished doses. Most of
the countries of the world considerably depend on foreign capital for
the promction of their agriculture, industry and commerce. India is one
of them. The import of capital implies that the import of foreign goods
is being facilitated. The consequence will naturally be the quickening
of industrial activity in the capital-lending ccuntries and hence a re-
duction in unemployment. On the other band, in crder to pay for the
machineries and other goods imported as well as for the interest of
foreign capital the exports will tend to rise from -capital-borrowing
countries. And this will lead to prosperity among cultivators as well as
Zamindars.

“It is after the World-Economic Conference to be held in London
during the next summer that Anglo-American capital will commence to
move in the normal directions. In that case the Eur-American depression
will begin to pass away in the course of this very year. And so far as
India is concerned we may expect to see some of the pre-depression
conditions in the Pujah seascn, if not already in the summer, of the
next year. What is wanted in Bengal is foreign capital.”

The subject was pursued further in September 1933 in the course of
the present auther’s address at Mymensingh as President of the Bengali
People’s Literary Conference. The problem of the Bengali cultivator
was touched upon in the context of world-recovery as follows: ‘‘The
price of jute has not yet risen. But it seems to me that it will not fail to
rise in the near future. Opportunities are being created abroad for the
sale of Bengal jute. The Sei-Yu-Kai Party of japan has after the elec-
tion of 1932 instituted a “‘five-year plan’’ with capital worth 400,000,00U
Yens in order to stimulate manufacturing industries and encourage pro-
ductive enterprices. With the commencement of movements in Japanese
economic life the demand for foreign goods is bound to rise in Japan.
As soon as Hitler became Chancellor in Germany in January 1933 he
set on foot the campagin against unemployment and his enterprises are
to involve a total outlay of 1,000,000,000 Reichsmarks. The economic
developments of Germany are likewise expected to lead to the increase
of German demand for foreign goods. In April (1933) President
Roosevelt has begun revivifying the American markets with redoubled
enthusiasm. The enhancement of American prices can have but a
salutary repercussion on the world-economy. And the Government of
the United Kingdom is likewise active in carrying through measures of
economic policy such as are calculated to stimulate exports and raise
agricultural prices.



PRICE-CURVES AND EXCHANGE-CURVES 41

“In many countries the Governments are up and doing in order to
combat economic stagnation and promote prosperity. The demand for
exports from Bengal cannot but rise on account of these intensifications
of econcmic activities abroad. The peasanis and planters of Bengal
will thereby ke furnished with chances to export relatively greater
quantities of jute, tea, etc. On the other hand, the Railway Companies
of India are going to be furnished with the authority to run buses and
motors. This will automatically stimulate road construction in the dis-
tricts. Besides, as socn as the question of reconstructing the Howrah
Bridge is taken up at Calcutta a new era is likely to dawn in the import
of iron, steel, hardware, cement, petrol, motor, electric apparatus and
installations etc. In order to buy all these foreign goods it will be neces-
sary for Bengal to export larger quantities of jute.  Finally, there is the
rise in the price of silver to be taken into account. As a result the liqui-
dity of cash in the hands of our countrymen is likely to rise. This also can
but serve to raise the price of jute. When all these items are considered
together it should appear that after April or by September-October, i.e.,
the Pujah season of 1934 the condition of the jute cultivators will be
marked by signs of relative prosperity. And the receipts of rent by the
Zamindars also will augment in value.”

1. EXPANSION OF EXPORTS

1. Signs of Recovery in India

It is possible to-day to make a retrospective survey of the last few
months on a statistical basis.

The Indian official year 1933-34 may be said to have commenced
with marks of reccvery. Let us watch the recent fortunes of an im-
portant commodity, namely, raw jute.

During the week ending December 9, 1933 * the total arrivals of jute
into Calcutta were numbered at 253,000 bales of 400 lbs. each as against
210,000 bales of the corresponding week in the previous year. From
July 1 to December 9, 1933 the total arrivals were numbered at 5,267,000
bales as against 4,615,000 bales of the corresponding period in 1932,
From August to October the total exports amounted 135,000 tons
in 1931,137,000 tons in 1932 and 165,000 tons in 1933. On all counts

it i1s thus possible to note an increase.

2 Indian Trade Journal (Calcutta) Dec. 14, 1933 pp. 898-99.
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For November the jute exports have expanded in the following
manner : —

1931 570,895 bales of 400 Ibs. each
1982 362,398 ., . .
1933 623760 ., . o

Let us now pass on to the total exports.

The trend of export from India during the seven half-years from

April 1930 to September 1933 is indicated below :—*

1930 April-September Rs. 1,251,300,000
1930-31 October-March ,»  1,005,100,000
1931: April-September ' 780,100,000
1931-32 October-March ’ 825,300,000
1932 April-September ye 621,900,000
1932-33 : October-March ’s 734,400,000
1933 April-September ,, 726,900,000

(See Chart II)

In order to understand these figures properly it would be necessary
to take the busy seasons (Octcber-March) together and separate them
from the slack season (April-September). It is to be observed that
the exports for Oct.-March 1932-33 are lower than these for Oct.-March
1931-32, and these again from those for Oct.-March 1930-31. In other
words, during these three years (1930-33) the busy season did not know
any trace of revival. The decline was continuous.

As regards the slack season,—down to April-September 1932 the de-
cline was likewise steady and continucus during the period of three years
from Aprl 1930. But for the first time in April-September 1933 it is
possible to mark a slight ascent in the curve from Rs. 621,900,000 1o
Rs. 726,900,000.

The tendency is upward. And this is verified also by the figure for
the next month. Thus the four October exports were as follows:

1930 Rs. 181,400,000
1931 ,, 131,100,000
1932 ,, 117,600,000
1933 ,» 129,100,000

Here, again, the story is one of a rise in reference io the previous
year, although of course the figure is still below those for 1931 and 1930.

38 Indian Finance (Calcutta) for November 18, 1933 and December 9, 1933.
DBased on Accounis Relating to the Scaborne Trade and Navigation of DBritish
India (Delhi) for September 1932 and 1933.
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2. Recovery in World-Economy

We shall now examine the business conditions prevailing abroad.

The exports of France during the first ten months of 1933 totalled
2,588,000,000 t, in weight as against 2,257,000,000 t, of the corresponding
period of 1932.* '

In Italy’ unemployment was registered at 907,463 on September 30,
1933 as against 949,408 of the ccrresponding date in the previous year.
Industrial production during the period January to September 1933 was
in the majority of instances higher than in the previous year. The
increment was in certain instances as high as 60 per cent, and in any
case more than 30 per cent in a large number of cases.

Unemployment went down in Germany® from 6,013,612 in January
1933 to 4,856,000 in June 1933. By November 1933 the unemployed list
was brought down to 3,700,000. The number was 30 per cent lower
than that in November 19Y32.

Numerous industries have been exhibiting signs of increase in the
volume of production. In August 1933 the industrial consumption of
electricity was 14 per cent higher than i 1932. The goods traffic on
railways points likewise to the direction of a quickening of business.

The excess of exports over imports in October was registered at
100,000,000 Reichsmarks.

By September 1933 substantial and sustained improvement was
noticeable in the British economic charts.” The curve of employment
indicated an encouraging rise. The volume of industrial production was
at a higher level than a year or two ago and was spread over a wide
range of industries. Country and provincial bank clearings revealed a
distinct upward trend. Import curves were not unsatisfactory. Consi-
derable expansion was noticeable in the home market and this was
associated with a distinct upward movement in commodity values.

4 Jowrnal du Commerce (Paris) Nov, 15, 1933.
5 Rasseyna Eeonomica (Naples) for October 1933, p. 534. Mario Vergotlini:

"in La Vite Economica IHalinna

“Gli Indici del Movimento cconomico ltaliano’
(Rome) for October 1933, pp. 4. 10-14, 19, 21.

6 Wortd Economic Survey 1932-33 (Geneva 1933) p. 326; Sarkar: “The
Hitlor-State’ in the Insu.ance and Finance Review (Calcutta) for October-
November 1933.

Deutsche Bank wund Disconto (lesellschaft Wirtschaftliche Mitteilungen
(Berlin, 21 Nov. 1933) pp. 266-268. Sce also Technik und Wirtschaft (Berlin,
December 1933): Die deutsche Wirtschaft Mitte November 1933, Ten Charts
on pp. 369-371.

7 Midland Bank Monthly Revicw (London) August-September, 1933, pp. 4-7.

7
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By June 1933 the value of Australian exports was well above the
level of a year ago. This was the position in New Zealand also.”

In August 1933 the index number of Canadian business was 898 as
against 781 of twelve months ago. Unemployment had been declining
progressively. )

In Sweden industrial production and employment in November 1933
were above the level of a year ago. The statistics of shipping industry
indicated improvements both in Norway and Denmark.

With 1923.25=100 the index of U.S. industrial production in manu-
factures® rose from 59 in August 1932 to 91 in August 1933, and in minerals
from 65 to 91. Likewise did the total factory employment rise from
588 to 73'3 and factory pay rolls from 40-1 to 557.

With 1928 =100 the index of industrial preduction in certain countries
is exhibited for January and June 1933 in the perspective of the corres-
ponding months of 1932 as follows:!°

January June.
1932 1933 1932 1933
Germany 62 62 61 70
Austria 72 61 63 G4 (May)
Belgium 7 72 63 ™%
Canada GR H3 65 68
U.S.A, (6351 oY) 3 80
France "3 79 73 8%
Japan 96 117 104 131(June)
Poland 52 47 4 58
U.K. 90 89 89 89
(Lst quartor) (lst qr.)
Sweden 93 84 7 82

With the exception of Japan the index for January 1933 was lower
in every country indicated above than that for January 1932. But from
June 1932 to June 1933 the story is one of universal rise with the exception
of the U.K., where the index is constant.

3. Comparative Depths of Depression

It is perhaps appropriate at this stage to survey the depths of de-
pression in India and abroad with special reference to exports. The
examination will furnish us not only with a comparative estimate of the

8 ‘‘Busitiess Recovery in the Sterling Group’” in the Midland Banlk Monthly
Review for October-November 1933, pp. 2-3.

9 Federal Reserve Bulletin for October 1933, pp. 662-664.

10 World Ecohomic Survey 1932-33, p. 325. ’
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diversities between the diflerent countries but also with an idea of the
relative recovery achieved up till now or at all possible in each economic
region. g

The depth of the depression in India can be felt in the following
figures of total trade (both imports and exports). From Rs, 5,687,000,000
in 1929-30 it fell to 2,710,800,000 in 1932-33."* With 1929-30 as 100 the
index in 1932-33 was 47°6.

For the purposes of international comparison all recorded values
may be reduced to dollars.’* Judged by a uniform standard India’s posi-
tion in 1932 is found to be much lower than 47-6.

With 1929 as 100 the total world-trade (imports and exports com-
bined) was 38-:8 in 1932. India’s position was 340 i.e. lower than the
world’s general level. And in this she was not in spendid isolation. It
is possible to mention at least the following countries, the index of whose
totaktrade like that of India fell lower than the world trade index :-—

World-Trade 38°8
Germany 385
Canada 35-1
Australia 350
China 346
India 340
Argentine 31-5
U.S.A. . . 30-6

The fall in Argentina and the U.S.A. was deeper than in India. The
position of Canada and Australia was slightly higher than that of India.
The United Kingdom with 398 was not much above the world-trade
level. In any case, the discrepancy between India and the U.K., was
to be measured by not more than 58 points.

"India’s percentage of the world's trade (in imports and exports com-
bined) went down from 32 per cent in 1929 to 2:65 per cent in 1932.*
The decrease was due to the diminution of exports. In this phenomenon
India had comrades in the U.S.A. with the story of decline from 13:83
to 1092, in Canada (368 to 3:33), Germany (9-34 to 9-29), Argentina (2'52
to 2:05), China (2-13 to 1-90), Australia (189 to 1:71), Czechoslovakia (1-74
to 1'65), Dutch East Indies (1-50 to 1'47), Spain (1.36 to 1-24), Brazil
‘ (1'29 to 1-07), British Mealaya (1'48 to 1:07), Austria (112 to 094), Poland

(097 to 082), New Zealand (072 to 070), Egypt (076 to 070),
Mexico (068 to 060), Cuba (071 to 0-52), Finland (049 to 0-47),

11 Revieiwn of the Trade of India in 1932-33 (Delhi 1933), p. 158.
12 Review of World Trade 1932 (Geneva 1933) p. 29.
13 Review of World Trade 1932 (Geneva 1933) p. 27,
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Hungary (053 to 044), Jugoslovia (039 to 0-37), Chile (0:70 to 0-26),
Persia (030 to 025), Greece (038 to 024), French Indo-China (030
to 0-24), Peru (030 to 0-21), Uruguay (027 to 020), Nigeria (022 to
0:17), French West Africa (016 to 0:14), Latvia (0:18 to 0:13), Kenya
(011 to 0-10), Bolivia (0-11 to 0-08), Esthonia (0-09 to 0-08), and Gautemala
(0:08 to 0-06).

Relatively speaking, the exports of India should not appear to
have declined more disastrously than those of many other countries.

At 1932 the percentage decline in exports since 1929 m~y be seen
for certain countries as below :—

A Countries. Percent
Countries Percent. 9. Jugoslavia: G4
1. Denmark: bR Egypt: 64
Belgium: 53 Sweden: . G4
2. Australia: b5 United Kingdom: G4
Finland: 55 Czechoslovakia: 61
3. Netherlands: h7 Argeniine: 64
Ttaly: bYi 10. Mexico: 65
4, New Zecaland: H8 Spain: 65
Germany: H8 11. Peru: 67
B 12. Hungary: 63
5. Irish Free State: 60 13. U.S.A.: 69
Japan: 60 14. India: 70

Canada: GO ¢

6., DBrazil: 61 15. Ausiria: 71l
Greece: 61 Uruguay: 71
France: 61 16. China: s
7. Poland: 62 British Malaya: )
8. Switzerland: 63 17. Chile: 84

Nearly three dozen countries sustained a decline in exports exceeding
50 per cent in the course of four years. In five countries, namely,
Chile, British Malaya, China, Uruguay and Austria the decline was
heavier than in India and ranged between 71 and 84 per cent. India's
position which is measured by a decline of 7C per cent was almost
identical with that of the U.S.A. (699%) and Hungary (68%). Six
countries, namely, Argentina, Czechoslovakia, U.K., Sweden, Egypt and
Jugoslavia, each with a decline of 64 per cent, happened to be just a
few points ahead of India. Nay, all those countries which are marked
by a decline down to 60 per cent, namely, Irish Free State (60%), Japan

60%), Canada (60%). Brazil (619%), France (61%), Poland (62%), and
watzerland (63%) might be described as bLelonging almost to the same
fraternity of adversity as Hungary, U.S.A., India and Austria.

14 World Economic Survey 1932-38 (Geneva 1933) p. 214,
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The demand for Indian goods in foreign countries was less keen
than that of India for foreign goods. This is, first, a function of agri-
cultvral economy, and secondly, a function of debtor-economy. Hence
the decline in the percentage of exports was heavier than that in the
percentage of imports.

The relative decline in India’s exports and imports may be seen
as follows :'*

Value -Indices
1929.30 1932-33 192930 1932-33
Rs.
Exports 3,108,000,000. 1,324,100,000 100 91
Tmports 2,:389,500,000. 1,322,700,000 100 N2

The decline in exports was 57-6 per cent while that in imports 44-8
per cent.

It is to be observed that in India as in other agricultural countries'®
it is not so much the quantum of exports as their prices that fell,—as
we shall have occasion to discuss at length in a subsequent section. On
the other hand, in regard to the industrial goods imported by India it
is not so much the prices as the quantum that fell. That is, India obtained
relatively fewer Rupees but had to pay relatively mcre Rupees. Hence
the discrepancy in the rates of decline bearing on imports and exports
with its natural consequence on the trade balance.

The decline in India’s balance of trade in merchandise since 1929

can be seen as follows:!!

Pre-war average: : Rs. 782,700,000
War average: 5 163,100,000
1928.29: »o 264,700,060
1929-30: ., 789,800,000
1930.-31: ., 620,560,000
1931.-32: 5 34R8,3C0,000
1932-33: 5, 33,600,000

A heavy fall in the balance of trade, i.e. in the decline of expcrt
surplus, is inevitable in agricultural countries whose exports are less in
demand abroad but whose demands for foreign goods continue to be
keen, and for one reason or other have not been controlled or

15 Review: of the Trade of India in 1932-33 p. 153.

16 Review of the Trade of India in 1932-33 p. 153, See also Supra, pp. 20-28.

17 World P’roduction and Prices 1925-32 (Geneva, 1933), p. 14, 104-110. Bee
also Appendix TIT, Tables 3-7,

L
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restricted by legislative action. The alleged ‘'‘favourable balance™ of
India in pre-depression years is but a function of all debtor countries
which have to pay the creditors abroad in export. Similarly, creditor
countries like the U.K., France, Netherlands and Switzerland have.
ncrmally “‘unfavourable’’ balance.!®

Economically, therefore, the category, favourable or unfavourable,
as applied to the balance of trade does not possess any substantial
significance, especially from the standpoint of prosperity or the reverse.
For instance, in 1930 the balance was unfavourable fcr the U.K., France,
Italy, Belgium and Switzerland. On the contrary, it was favourable for
Germany, Poland, Rumania, Hungary and Bulgaria. It was not,
however, the group with a favourable balance that was the more
prosperous, as points out Mons. Julien Durand.”

All the same, it is worth while to observe that the trade balance of
India has been improving, as will be evident in the following statement
of export surplus from April 1930 to September 1933 :—

Exports Imports Export-Surplus
Rs. Rs. Rs.

1930.  April-Sept. 1,251,300,000 874,100,000 + 377,200,000
1930-31, Oct-March 1,005,100,000 774,100,000 + 231,000,060
1931.  April-Sept. 780,100,000 . 6G3,500,060 +116,600,060
1931-32. Oct-March 825,300,000 600,200,000 + 225,100,060
1932.  April-Sepl. 621,900,000 709,000,060 — 87,100,600
1932-33. Oct-March 734,400,000 616,800,000 +117,€00,000
1933.  April-Sept. 726,9C0,000 554,R00,000 +172,100,000

The trade balance of the latest slack season (April-September 1933)
was larger than that of the preceding busy season (1932-33, October-
March). The improvement should appear to be remarkable in view of
the fact that the corresponding slack season of 1932 was marked by =
negative figure, imports exceeding exports. That half-year represented
indeed the nadir of depression in the Indian economy. As it is, the
latest figure (Rs. 172,100,000) is considerably above that of the corres-
ponding season of two years ago (Rs. 116,600,000). This is another
symptom along with the others already indicated that India is perhaps

fairly en route to recovery.

18 Review of World Trade 1932 (Geneva 1933) pp. 57-59; World Economic

Survey 1932-33, pp. 287-239.
19 ‘T.e Commerce Exterieur de la France' in Journal du Commerce (Paris)

{or November 1933,
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4. The Bechaviour of Cotton, Jute, and Oil Seeds on the
Export Market

If we examine the behaviour of some of the exported staples we
find the individual trends to be in the main of the same character as
the general trend of the whole export movement. Let us take the three
commodities, raw cotton, il seeds, and raw jute, for this analysis.

The story of the exports of raw cotton, oil seeds and raw jute during
the five half-years from April 193] to September 1933 is as follows
(in 000 tons) :—

Half-years Raw Cotton 0il Seeds Raw Jute
1931 April-Sept 257 491 234
1931-32 Oct-March 166 197 333
1932 April-Sept. 125 208 190
1932-33. Oct-March 243 434 373
1933 April-Sept. 228 076 305

The quantum curve for raw cotton yields the following equations :
1. April-Sept. 1933 (228) —1-82 April-Sept. 1932 (125)
2. Oct.-March 1932-33 (243) =146 Oct.-March 1931-32 (166)

The latest slack season exhibits a great improvement (182 times) upon
the previous one. The latest busy season was likewise an improvement
(1-46 times) upon the corresponding season of 1931-32. The periods from
April 193] to September 1932 marked the different phases of continuous
decline in exports. As against the fall, steep as it is, from 257,000 tons
to 125,000 tons the ascent from April 1932 to September 1933, although
not continuous, is remarkable. Compared to April-September 1932 the
expansion of cotion exports in April-September 1933 bespeaks a year and
a half of relative but substantiel prosperity. It may not be out of place
to notice that the latter part of this period almost coincides with the first
trade year under the Ottawa Agreement.

(See Chart Il1I)

No less interesting is it to record that during the earlier part of this
period which coincides with the suspension cf the gold-standard (from
October-March 1932-33 to April-September 1932) the curve is one of
decline. The currency depression failed to arrest the decline.

For oil-seeds the quantum-curve presents a somewhat different shape.
We have the following equation :

April-Sept. 1933 (576) =10 April-Sept. 1932 (298).

During the recent slack season the exports have almost doubled them-

selves in comparison with the corresponding season of the previous year.
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But the busy season of October-March 1932-33 was still less prosperous
than the busy season of 1931-32.

The most important feature, however, consists in the fact that the
exports (576,000 tons) during the slack season of 1933 have exceeded those
of the busy season (October-March) of 1931-32 as well as those of the
slack season of 1931. The result is a steep rise from the depth of April-
September 1932, This is to be contrasted with the break in the quantum
curve of raw cotton during the same period.

The behaviour of oil seeds has Leen different from that of raw cotton
in another important regard. in the milicu of the suspension of the gold
standard raw cotton did not experience an expansion, but rather went
headlong down. Under the same circumstances, however, cil seeds ex-
perienced a slight rise, But in any case the expansion was ephemeral. By
April-September 1932 oil seeds and raw cotton found themselves as bed-
fellows in a more or less common trough. That trough must, however, be
treated as, relatively speaking, normal since it is the regular slack season.

(See Chart IV)

For the nearest slack and busy seasons the equations furnished by the
guantum curve of raw jute are similar to, if not identical with, those
furnished by that of raw cotton. There is noticeable an expansion in
Loth these seasons. Thus

1. April-Sept. 1933 (305)=1'6 April-Sept. 1932 (190)
2. Qct.-March 1932-33 (373) =105 Oct.-March 1931-32 (353)

The quantum of jute exports during April-September 1933 is |6 times
that during the corresponding season of the preceding year. In com-
parison with the cotton curve the rise in the jute curve is somewhat low. In
regard to the active season also the rise is much lower for jute than for
cotton. Altogether, although jute like cotton has been substantially on the
upward trend in exports its equations are not relatively as satisfactory as
those of the latter. Neither jute nor cotton has of course experienced
during the period in question the same amount of expansion as the,oil
seeds. There is a difference in the rates of expansion; but all the three
commodities have one story to tell, —that of increased exports since the
nadir of April-September 1932.

The recent story of jute is identical with that of cotton in so far as
the rising curve encounters a break. This break is but natural since the
peak of the busy season (October-March 1932) can hardly be maintained
in the succeeding slack season. Thus considered, the fortunes of oil seeds
have turned out to be rather unusually favourable at the present moment.



CHART 4

Exports of Oilseeds in Quantum and Value as well as Prices Per Ton Exported
( April 1931-September 1933 )
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(See Chart V)

[rom September 1932 to September 1933 we have to orient ourselves
chiefly to the background of the first Ottawa year. The expansion of ex-
ports in raw cotton, oil-seeds and raw jute, althcugh at different rates, is a
striking fact of this milieu.

But certain differences are to be watched in the relations between the
three commodities for the period [rom April 1931 to September 1932. The
suspension of the gold standard was the special “feature of that period.
Beth jute and oil seeds reacted favourably under that impulse, although
again, at different rates; but the responses of cotton were definitely nega-
tive, as we have seen above. In the case of jute the peak of October-
March 1931-32 (353,000 tons) was exceeded by that of 1932-33 (373,000
tons). This, however, was not the case with the curve of oil-seeds. But
the position at September 1933 is more or less identical for oil seeds and
jute in so far as both exhibit a peak higher than the corresponding peak
not only of 1932 but also of 1931.

Ill, THE ECONOMICS OF COMPARATIVE
INDUSTRIALISM

1. Discrepancies in Depression and Recovery

Like all other economic phenomena depression and recovery aftect
different countries in different ways, and with diverse degrees of intensity.
Neither the depth of depression nor the leight of recovery,—even under
conditions of universal economic transformation,—is to be taken as a
uniform category. Discrepancies in recovery as well as in depression are
to be treated as a matter of course.

The regions which happen to be thrown together politically, for
instance, in the British Commonwealth of Nations or in the French Empire
do not by virtue of this legal and administrative nexus possess any
economic traits such as are likely to render them uniformly susceptible to
the same sets of world-forces. Similarly, there may not exist any really
basic bonds of uniformity between a certain number of countries which
for some definite periods or purposes may happen to follow the same
currency or tariff policies. In each of these instances of Imperial unity
or federation as well as tariff unions and currency klocs there may exist
often or once in a while relations of mutual economic dependence under
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which the regions perhaps supplement one another from various points of
view. But even this economic interdependence cannot by itself engender
in them a unifrom behaviour vis-d-vis a fall or rise in prices or an ex-
pansion or contraction of trade movements.

The validity of alleged universal economic laws like the quantitative
theory of money, the purchasing power parity doctrine etc., is limited by
these considerations about the factual diversity of the spheres in which
the economic forces operate. Reactions of exactly equal magnitudes are
by the nature of the case but rare accidents in regions or fields ostensibly
subject to the play of mathematically equal doses of a certain economic
influence.

It is well established that in the national economy of a single commu-
hity not all the classes or groups of persons are equally or uniformly affec-
ted by a tariff, price-change or taxaticn etc. Each is influenced according to
its own economic slatus and financial staying-power. It is to be understood
likewise that in the world-economy no two regions are likely to be influen-
ced in one and the same manner by the same complex of agencies. The
influence will depend on the economic locus standi of the regions con-
cerned. Diversity or discrepancy is a profound reality of comparative
industrialism or an international study of the world's diverse economic
regions. The comparability of magnitudes derived from diverse fields i.e.
of the international statistical data is thereby rendered almost invariably
open to question.

2. Agricultural vs. Industrial Countries

The most fundamental consideration in the economic behaviour of a
region is furnished by its economic structure. The reactions to world-
economic forces to which it is likely to be prone are in the last analysis
dependent on the number, character and strength of its producers and con-
sumers. It is in the active economic agents, the effective professional
groups, the nature, diversity and variety of the occupations that the real
sources of a region's economic behaviour are to be found.

The categories, ‘‘agricultural country,” “‘industrial country,” or
“‘agrar-industrial country,’’ are likely to be misleading unless each one
is defined with special reference to the proportion of “‘actives’’ or the “‘gain-
fully employed'’ in relation to the total population. To be concrete, let
us start to ascertain exactly which country or countries on the surface
of the earth may be regarded as India's comrades in comparatlve
industrialism or international economic statistics.

From the standpoint of the proportion of persons employed in
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agriculture®” in percentage of total population we can divide some thirty-
one countries of the world into the following three groups:

A.
Above 25% of Total Population

1 Lithuania: 476 7 TFinland: 332
2 DBulgaria: 440 8 India: 331
3 Russia: 41-6 9 Hungary: 269
4 Rumania: 406 10 ltaly: 265
5 Poland: 39-9 11 Portugal: 26-2
G Esthonia: 37-0

B

Between 10 and 259 of Total Population

1 France: 23-2 8 Germany: 156
2 Mexico: 23-2 9 Norway: 148
3 Austria: 22:0 10 Denmark: 145
4 Spain: 21-0 11 Chile: 140
5 Sweden: 179 12 Canada: 12-6
6 Czechoslovakia: 17-R 13 Switzerland: 124
7 Greece: 168 14 U.S. A 103

C.

Under 107% of Total Population

1 Austria: 96 4 Belgium: 83
2 Holland: 9:2 5 Argentinec: 67
3 New Zealand: 91 6 England-Wales: 34

So far as the economic structure cf India, as based on the agricultural
profession, is concerned, her nearest neighbours or comrades are Portugal,
Italy, Hungary, Finland, Esthonia, Poland and Rumania.

In regard to the persons employed in industry and mining in per-
centage of total population, the same thirty-one countries may be
clssified in the following three groups:

A.
Ahove 15% of Total Population
1 England-Wales: 240 5 Austria: 18-3
2 Germany: 210 G France: 18:0
3 Switzerland: 20°0 7 Holland: 15:0
4 Belgium: 19-0

20 Statistisches Jahrbuch fiir dus Deutsche Reich 1928 (Berlin) pp. 26*-27*,
Annuaire Stalistique International 1928 (Geneva) pp. 42-43; Woytinsky; Die Welt
in Zahlen (Berlin 1927) Vol. I p. 57. Statistical Abstract for British India
1920-1930 (Calcutta 1932), pp. 36-37; Statistique Generale de la France Annuaire
Statistique 1951 (Paris 1931), pp. 214*-215*.
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B. :
Between 5% and 159 of Total Population

1 Australia: 14-7 9 Argentine: 10-0
2 Crzechoslovakia: 14:0 10 New Zealand: 98
3 Swedon: 13:0 11 Chile: 9:0
4 U.8. A.: 13-0 12 Canada: 89
5 ltaly: 13-0 13 Hungary: 80
6 Iinland: 12:0 14 Denmark: 75
7 Norway: 11-8 15 KEsthonia: 75
8 Portugal: 100

C.

Under 5% of Total Population

1 India: 5.0 6 DBulgaria: 4-0
2 Spain: 50 7 Mexico: 4:0
3 Greece: 50 8 Russia: 40
4 Poland: 50 9 Lithuania: 37
5 Rumamia: 40

Industrially considered, the economic structure of India bears the
closest affinity to Lithuania, Russia, Mexico, Bulgaria, Rumania, Poland,
Greece, Spain, Esthonia and Denmark. Should those countries from the
agricultural group ke singled out which happen also to belong to this group
one may believe that perhaps the real economic peers of India have
been brought together. Under these considerations, it is Rumania,
Poland and Esthonia, as well as Bulgsria, Lithuania and Russia,
six countries that should be regarded as akin and comparable to Indian

these

economic morphology.?! If, then, these seven countries be taken as
representing the types of ‘‘agricultural regions,”” most of the countries
which in general parlance even among economists and statistical
specialists pass fcr agricultural countries, must be considered tc be lying
outside the agricultura! sphere. The impacts of general economic forces
on these countries—their demands for diverse categories of goods, their
purchasing power, their price-levels etc.—are not likely to be the same
m nature and extent as those on the seven agricultural regions.

There is no doubt that England-Wales, Germany, Holland and
U,S.A., are ‘‘industrial’ countries. [t is necessary also to observe that
compared to India and her six comrades not only Norway and Italy but
also Argentine, New Zealand, Canada and Hungary belong to the ‘‘in-
dustrial group.”” ‘‘To come nearer home,”” Australia, Canada, and New
Zealand, are not substantially akin to India in agricultural economy,
as is generally surmised not only in India but also abroad even in statis-
tically equipped and official circles.

21 Sarkar: Economic Development (Madras 1926), pp. 127, 303; Applied
Kconomics Vol I. (Calcutta 1933), pp. 89-95, 148-153, 292, 297.-98,
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3. Debtor vs. Creditor Countries

Like the professional character of the "‘actives’’ the character of
the region as capital-borrowing or capital-lending is a most important
item in its economic structure. And it is very interesting to observe that
during 1922-31 cnly the following were creditor countries :—

1 United Kingdom 5 NSwitzerland
2 TUnited States or America G Irish Free State
3 France 7 Sweden.

4 Netherlands

Practically all the other countries of the world, agricultural, industrial
or agrar-industrial, are debtor countries. India at any rate is one such
country, having had to pay abroad the following amounts (in dollars)

from 1923 to 1931.**

1923-24 : 19,100,000 1927-28 : 114,700,000
1024-25 : 105,500,000 1928-29 : 118,600,000
1925-26 : 106,100,000 1929-30 : 115,300,000
192¢-27 : 108,700,000 1930-31 : 122,600,000

A debtor country is burdened with the annual payment of interest
and dividend. The attempt to increase exports belongs, therefore, to
the very nature, so to say, of such a country. A fall in exports is
accordingly more calamitous to a debtor country than to a creditor country.
But in case a fall in exports actually takes place on account of untoward
circumstances in the world-economy cver which it has no control
nothing is more natural to itself than to try tc reduce imports by all
means as well as increase exports in every possible manner. As soon
as a borrowing country is compelled by world-crisis and depression to
offer more for export and to demand less for import the terms of barter
go against it, and the prices of its exports, no matter whether industrial
or agricultural, tend to fall. Other circumstances remaining the same,
the price-index of a debtor country is bound to be much lower than
that of a creditor country in a milicu of depression.?® While comparing
India's trade balance or price level with that of the U.K., for instance,
the natural differences in the kind or rate of fall should have to be
taken as a first postulate. Indian trade balances cannot but be
fundamentally different from the British as a matter of course. Indian
price-indices likewise cannot but be lower than the British.

™

22 Balances of Payments 1930 (Geneva 1932), p. 14.
23 1World KEconomir Survey 1932-33 (Geneva 1933) pp. 57-59, 61, 287-288,
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4. Economic Planning

Economic structure is the statical aspect in the consideration of
a region’s economic behaviour. In the second place, there is a dynamic
aspect too, and that is furnished by the nature, amount and variety of
econcmic ‘‘planning’ enjoyed by the region. Economic planning consists
in the sum-total of all those deliberate efforts of state intervention in
the enterprises of a region which are undertaken with a view to arrive
at a definitely desired goal in the shortest possible time. The reactions
of a region to world-economic forces like booms or depressions are
substantially conditioned by the presence or absence of goalful financial,
econcmic and technocratic activities of the state in the domain of its
nationals’ business.

Economic structure remaining the same, the material betterment of
a region or its economic reconstruction will depend upon economic
planning. The items in a scheme of economic planning are numerous
and extensive. Mainly financial and technocratic as they are bound to
be, they comprise almost everything from export credit guarantee,
shipping subsidy, import duties, preferential tariff, currency manipulation
and what not to industrial research, banking enquiry and economic

investigation.

IV. RISING PRICES
1. The Values of Coiton, Oil Seeds and Jute Exported

We shall now examine the behaviour of the three commodities
discussed above, namely, cotton, oil seeds and jute, from the standpoint
of their values as exports. The survey will furnish us not only with
an idea as to the assets side of the Indian trade balance but at the
same time constitute an introduction to the znalysis of prices that is
to follow. The beginnings of recovery will also not fail to make

themselves apparent.
The values of exports of raw cotton, oil seeds and raw jute during

the five periods (from April 1931 to September 1933) are indicated below
in million Rupees (000,000 Rs.):**

Half-year Raw cotton Qil Seeds Raw Jute
1931 April-Sept. 142,8 68,4 37,9
1931-32 Oct.-March 91,7 ) 73,8
1932 April-Sept. 67,5 46,9 31,2
1932-33. Qct.-March 136,2 60,2 63,1
1933 April-Sept. 130,7 73,1 47,1

24 Based on Accounts relating to the Seaborne Trade and Navigation of
British India for March 1933 (Delhi 1933), and Scpt. 1933, pp. 213, 219, 227,
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From the schedule the average prices of the exported commodities
like raw cotton, oil seeds, and raw jute during the five half-years from
April 193] to September 1933 can be deduced as follows (in Rupees

per ton):
Half-Yoar Raw Cotton il Seeds Raw Jute
1931 April-Sept. 555 139 162
1931-32 Oct.-March H52 156 209
1932 April-Sept. 540 157 180
1932-33 Oct.-March H60 152 169
1933 April-Sept. 573 127 154

In regard to raw cotton the value-curve is throughout of the samc
shape as the quantum-curve, although not exactly parallel to it. The
values realized from exports during the season April-September 1933
(Rs. 130,700,000) are much higher than those of the corresponding season
in 1932 (Rs. 67,500,000). The busy season of 1932-33 (Rs. 136,200,000)
likewise yielded more than that of the preceding year (Re. $1,700,000).
So far as raw cotton is concerned, recovery is visible, then, both in
quantum and value. .

The average for April-September 1933 (Rs. 573) represents a good
height. The ascent from the depression of the corresponding season in
the previous year (Rs. 540) has been steady. The price per ton has
increased along with the expansion of exports. The price-curve has
been sympathetic to the export-curve.

The price-curve for oil seeds is entirely different from that of raw
cotton. It has moved contrariwise to the quantum and value curves.
In other words, the price per ton has declined steadily. It was highest
(Rs. 157) when the exports as well as values were the lowest, namely,
during the slack season of April-September 1932. The recent slack
season,—the period of maximum exports,—has coincided with that of
minimum average price since April 1931.

We observe that the two commodities, raw cotton and oil seeds,
have reacted to one and the same set of economic circumstances in
two different ways. In the milieu of the currency depreciation due to
the suspension of the gold standard, raw cotton failed to rise in price.
It actually went down from Rs. 555 to Rs. 552. The downward trend
persisted till April-September 1932. But ocil seeds rose during the same
period from Rs. 139 to 156 and further up to Rs. 157. The raw cotton
and oil seeds curves ran in two opposite directions.

On the other hand, it is after September 1932 that the average price
began to rise in the case of cotton. The rise from Rs. 540 to Rs. 560
and finally upto Rs. 573 was continucus. As has been indicated above,
here we have to call attention to the milieu of the first Ottawa year.
But it is during the same milicu that the price of oil seeds experienced
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a steady fall from Rs. 157 to Rs. 152 and further down to Rs. 127.
The: recent price for oil seeds was the lowest during the entire period
since April 1931 whereas that for raw cotton was the highest.

It is_interesting to observe that the price-behaviour of raw jute was
almost identical with that of oil seeds. The rise in price during the
first portion cf this period was similar in the two cases. Only the
ascending curve for jute does not continue up to April-September 1932
as that for oil seeds. In other words. the milicu of the suspension of the
gold standard affected both quite favourably, thus differentiating them
from raw cctton. But the impact of the milieu lasted for a shorter period
in the case of raw jute than in that of oil seeds. The decline in the
price of raw jute was therefore spread over a longer period than in
that cf oil seeds. The milieu of the first Ottawa year failed altogether
to affect the prices of oil seeds and raw jute in the same manner as it
did that of raw cotton. Like the price of oil seeds that of raw jute
during April-Septemker 1933 (Rs. 154 per ton) was the lowest of the
period after April 1931. Neither currency depreciation nor the Ottawa
yecar succeeded in arresting the decline in price, in spite of the expansion
in quantum. The price-curve moved steadily contra cxport-curve.
Altogether, cne finds that each one of these commodities has its own
law of value which gives the shape to its own life-history as embodied
in the graphic chart.

It is to be observed, further, that in all these instances during the
entire period of the Ottawa year the currency depreciation due to the
suspension of the gold standard continued to be a fact of the economic
milieu. In other words, the decline of prices in regard to vil seeds and
raw jute could not be arrested although the manipulations of tariff were
added to those of currency.

2. Prices of Cotton and Jute

The wholesale prices cf raw cotton at Bombay and of raw jute at
Calcutta from August 1932 to August 1933* are indicated helow :

Month Raw cotton per candy Raw Jute per bale

of 784 lbs. each. of 400 lbs. cach.
August 1932 Rs. 206-0-0 Rs. 32-12-0
September 230-0-0 31- 8.0
October —_— 28 4.0
November 1¥9-0-0 26- 8-0
December 182-0-0) 25~ 8-0
January 1933 183-0-0 25- 8-0
February 16G8-0-0 24. 0-0
March 16&-0-0 25- 4-0
April 169-0-0 30- 4-0
May 191-0-0 38- 8-0
June 200-0-0 29- 8.0
July 203-0-0 29-12-0
August 182.0-0 28- 4.0

25 Indian lrade Journal, Nov, 23, 1933, pp. 642-43, 646-647.
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Price-Curves of Raw Cotton and Raw Jute
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(See Chart VI)

The average price of raw cotton during August 1932-August 1933
was Rs. 189-4-0 per candy. The average for 1928-29 was Rs. 373. '[he
index is as follows :—

1928-29 : 100
1932-33 : 50°6

The average price of jute during August 1932-August 1933 was
Rs. 28-9-0. The average for 1928-29 was Rs. 68-8-0. The index is as
follows :—

1928-29 : 100
1932-33 : 41-1

Jute price remained much more below the pre-depression level than
cotton price.

The prices of raw cotton and raw jute behaved in two different ways
although the export conditions for both were more or less identical in
being favourable. Be:cides, the same conditions of exchange rate failed
to produce the same kind of price-curve in the two articles. Although
the exchange remained steady between 17-73d. and 18-/4d. the jute price
fell deeper than cotton price.

Under the same '‘conditions of temperature and pressure’” raw jute
was behaving in a manner different from raw cotton. Naturally, there-
fore, one should be inclined to look for this difference in the behaviour in
the different circumstances associated with the organization of jute and
cotton business. It is neither in the ‘‘general” economic conditions nor
in the currency considerations which represent the most ‘‘general’’ econ-
omic forces but in the ‘‘differential”’ conditions bearing on cultivation,
or supply, manufacture, trade organization, marketing and demand, both
home and foreign, etc., that the difference in the price behaviour of the
two staples has to be found.

3. Wholesale Prices of Forty-four
Indian Commodities (April-November 1933)

The price-curves of forty-four commodities plotted in the Indian
Trade Journal of November 23, and December 14, 1933 indicate that the
majority exhibit a firmness and a definitely rising trend. Decline is hardly
noticeable. A few are marked by steadiness and absence of fluctuations.
In order to be precise the wholesale prices for the period April-May 1933
are being classified in the following table under four heads:

(1) Actual decline or declining tendency, (2) Steady, (3) Rise or
rising tendency especially during the first, greater part of the period, (4)
Rise, almost continuous and more or less emphatic in character.

9
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. Decline: I. Wheat (Lyallpur), 2. Tea for intemal consumption
(Calcutta).

Il. Steady: I. Kerosene Oil, 2. Petrol, 3. Pig lIron, 4. Joists, 5. Grey
Dhooties, 6. Galvanized corrugated sheets. All (Calcutta), 7. Cotton
Grey Domestics (Bombay).

I Rise, especially during the first part of the period: i. Raw Jute
(Calcutta), 2. Raw Jute (London), 3. Jute Twills (Calcutta), 4. Jute
Hessian Cloth (Calcutta), 5. Cocoanut Oil (Cochin), 6. Portland
Cement (Madras), 7. Mild Steel Bars (Calcutta), 8. Salt Aden
(Calcutta), 9. Salt Liverpool (Calcutta), 10. Groundnuts (London),
11. Groundnuts (Madras), 12. Rapeseed (Karachi), 13. Skins, Raw
Goat (Calcutta).

IV. Emphatic Rise: 1, Skins,—Tanned Sheep (Madras), 2. Skins,—
Tanned Sheep (London), 3. Skins, Tanned Goat (London),
4. Hides (Calcutta), 5. Hides,—Bombay heavy (London), 6. Hides,
Bombay light (London), 7. Shellac (Calcutta), 8. Shellac (London),
9. Castor Oil (Calcutta), 10. Castor Seed (London), 11. Linseed
(Calcutta), 12. Linseed (Bombay), 13. Linseed (London), 14. Tea for
export (Calcutta, with heavy fluctuations), 15. Tea (London),
16. Coffee (London), 17. Rice (Rangoon), 18. Rice (London),
19. Sugar (Calcutta), 26. Continental Basic Steel (Bombay), 2I.
Cotton Raw (Bombay), 22. Cloth (Manchester).

The rise in prices was experienced by thirty-five articles. Of these
the thirteen of Group lll were not able to maintain the rise up to the end.
But even in these cases the rising tendency was pronounced, and the
tise, as far as it went, was definite. It is to be observed _t!'lat of these
thirty-five price-curves thirteen were the graphs for the B““s_h markets.
the remainder represented the price-developments at Karachi, Bombay,
Madras, and especially Calcutta. Attention is to be called to the f.act
that the British curves were almost invariably parallel to the Indian
curves. The rising prices in London and Manchester were but reflec-

tions of the phenomena in India.

4. World-Price Indices (January to July 1933)
" With 1913 as 100 the index numbers of wholesale prices from January
1933 to July 1933 were as follows :**

Countries January July.

. . 91 94
o A B T
Australia 2

Belgium o 75

96 World Economic Survey 1932-33 (Goneva 1933) p. 323; Lloyds Bank
Limited Monthly Review December 1933, p. 552; Report of the Controller of
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Countries January July
Canada 100 110
Denmark 117 125

U.S. A 87 93 (June)
France 83 81

India 88 91

Dutch East Indies 78 75 (May)
Italy 296 283

Japan 140 138

New Zealand 125 130 (June)
Netherlands ™ 73 (June)
U.K. 100 102
Sweden 106 106G (June)
Switzerland e e )| 92
Czechoslovakia . 96 097

With January 1933=100 the relative situations in the different
countries in July 1933 can be seen :n the following price-indices :—

Canada 1100 Czechoslovakia 1010
U.S.A. 106-9 Sweden 100-0
Denmark 106-¢ Argentine 100-0
Australia 1057 Japan 985
New Zeland 104:0 France 976
India 1034 Belgiam 975
Germany 103-3 Netherlands 97-3
U.K. 1020 Dutch East Indies ... 961
Switzerland 101-0 Ttaly 956

(See Chart VII)

The rise of the index was noticeable in ten countries. The index
was steady in two and went down in six, namely, Japan, France, Belgium,
Netherlands, Dutch East Indies and Italy.

In the case of the ten countries in which a rise took place it was not
very remarkable as yet. It is to be observed en passant that India’s index
was higher than those of Germany and the U.K. Altogether, in so far as
the rise of prices is an index to recovery, the world might be said to be
en route to it, although no doubt the lingering signs of depression had
not yet fully disappeared.

Currency for 1932-33 (Delhi, 1933) p. 46. Rassegna Economica (Naples) for
October 1933 p. 609; Federal Reserve Bulletin. (Washington D, C,) for October
1933, p, 642; World Production and Prices 1925-32 (Gencva 1933) p. 86, also
Appendix T1T, Table I.; Stafistical Abstract for British India 1920-30 (Calcutta)
1932), p. 722; Statistical Abstract for the United Kingdom 1913-31 (London 1933)
PP. 212-213., Review of the Trade of India in 1932-33 (Delhi 1933) pp. 3-8,
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V. PRICE-INDICES, CURRENCY AND ECONOMIC
STRUCTURE

1. General Price-Indices (1929-33 March)

The price-movements of certain countries with [913-14=100 can be

seen in the following indices :

1929 1930 1931 1932 1933
Calcutta 141 116 96 91 83
Bombay 145 126 109 109 96
France 627 554 502 427 390
Germany 137 125 111 97 91
United Kingdom 137 120 104 102 98
Hungary 121 96 95 92 82
Netherlands (1901-10= 100) 159 131 108 87 79
Switzerland 141 127 110 96 90
Ttaly 1305 1116 92+ 825 76-6
U. B8. A. (1926=100) 95 86 73 65 60O
Jugoslavia (1926 =100) 101 a7 73 G5 G7
Japan 167 137 116 122 134
Austria 130 117 109 112 107

Down to March 1933 there was a fall in every index in relation to

1929.2” The rates of fall are to be made out from the following indices

with 1929 as 100:—
1. Austria 8§23 8. Switzerland 63-8
2. Japan 80-2 9. U.S.A. 631
3. U.K 15 10. France 62-2
4. Hungary 37T 11. Calcutta HR8-8
6. Germany (6-4 12. Ttaly 587
6. Jugoslavia 66-3 13. Netherlands 496
7. Bombay o 66-2

(See Chart VIII)

The depression in “‘general”” wholesale prices was marked by the
minimum fall of 1779 as registered in Austria and the maximum fall
51-49), as registered in the Netherlands. The position of Bombay with a
fall of 33-8%, was almost identical with those of Jugoslavia and Germany
and lay between those of the U.S.A. and Switzerland on the one side and
of Hungary on the other.
with that of Italy.
lands and France.
12:7 points deeper.

Calcutta’s fall of 427 per cent was identical
The Calcutta index lay between those of the Nether-
Vis @ vis UK. Bombay was 53 points and Calcutta

27 See the last footnpte.
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CHART 9

Price-Index in the Perspoctive of Gold-Parity Index
( Sept. 1931=100)
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With 1931 as 100 the indices at March 1933 are as follows :—

Japan:
Austria:
U. K.:

[S-a )

-

v

Bombay:
Calcutta:
Hungary:

e

Jugoslavia:
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1155 8. ltaly:
981 9. U.RB. A.:
94-2 10. Germany:
91-7 11. Switzerland:
880 12. France:
864 13. Netherlands:
8G:3

829
82-2
820
818
79-4
731

63

Japan is the only country with index above 100. The other indices

were below 100 down to 731 in the Netherlands.

Calcutia’s position

was almost identical with that of Hungary and was slightly lower than

Bombay’s.

Both Calcutta and Bombay lay almost midway between ltaly
which was lower and the U.K. which was higher.
was 62 points, and in Calcutta 7-8 points deeper than in the U.K.

The decline in Bombay

The price-changes between September 1931 and March 1933 are
exhibited in the following indices (1913=100):

Calcutta
Bombay
France
Germany

United Kingdom

Hungary
Netherlands

96
101

Sept. 1931 March 1933
91
107
473
109

83 Switzerland 106 90

96 U. S.A. 71 60
390 Ttaly 319

91 Jugoslavia 72 67

98 Japan 113

82 Canada 70 64

79

Nept.1931 March 1933

281

134

With September 1931 as 100 the situation at March 1933 is exhibited

in the following indices :—

Japan
Austria

U. K.
Sweden
Jugoslavia
Canada
Calcutta
Bombay

1 Japan
2 U.K.
3 Sweden

121-2 Italy

99-0 Hungary

989 Switzerland ...

98-0 U.S. A

930 Germany 835
91-4 France

91-2 Netherlands ..

89:7

(See Chart IX)
2. Currency Depreciations (1930-33)

From the standpoint of currency the situation of these countries at
March 1933 may be seen in the following three groups :2*
Countries off gold :

4 Canada
5 India

: a. Calcutta, h. Bomhay

6 Hungary

88.0
854
849
84-5

82-4
782

28 World Production and Drices 1925-32 (Geneva 1938) p. 86 Review of
Warld Trade 1932 (Geneva 1933), pp. 12-14,
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Il. Countries with currency control :

1 Austria 2 Germany
lll. Gold-standard countries :
1 ltaly 4 France
2 Switzerland 5 Netherlands
3 U.S. A

The recent history of currency depreciation is tabled below?® in
chronological order:

1930 : Australia (December 17), New Zealand, Venezuela, Bolivia.

1931: Mexico, U.K. (2] September), Denmark, Canada (19 October),
Egypt, India (21 September), Ireland, British Malaya, Norway,
Palestine, Sweden, Austria, Finland, Portugal, Salvador, Japan
(13 December).

1932: Columbia, Costa Rica, Nicaragua, Persia, Chile, Greece, Peru,
Ecuador, Siam, Jugoslavia, South Africa (28 December).

1933: U.S.A. (20 April), Guatemela, Honduras, Panama, Philippines,
Esthonia.

The countries which went off gold standard between August 1931
and August 1932 may be divided into three gioups:*°

I. Gold parity 90 per cent, i.e. Currency depreciation 10 per cent:
Canada, Argentine and Spain.

2. Gold parity 65-75 per cent, i.e., Currency depreciation 25-35 per
cent: UK, India, Denmark, Sweden, Australia, Norway, Egypt, New
Zealand, and Portugal.

3. Gold-parity 50 per cent, i.e. Currency deprecnatlon 50 per cent:
Japan, Chile, Greece.

By March 1933 the following countries were still on the gold
standard, the depreciation from gold-parity being negligible (less than 3

per cent):
Russia 100-00 U. 8. A. 99-69
France 10000 Rumania - - 99-54
Czechoslovakia 99-97 Lithuania 99-18
Holland e 9995 Latvia . 98:50
Poland 99-90 Mexico 98-48
Belgium 99-89 Esthonia 98-17
Switzerland . 99-80 Bulgaria e 97.61
Germany 99-80 1taly 97-17

20 World Economic Survey 1932-33 (Geneva 1933) pp. 222.

30 Review of World Trade 1932 (Geneva 1933) p. 80, World Economic Survey
1932-33 (Geneva 1933) pp. 222-223.

31 Deutsche Bank und Disconto Gesellschaft (Berlin): WdihTungsiiber-
sichten April 1933,
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The countries off-gold could be classified in the following three
groups :—
I. Gold-parity 80-90 per cent, i.e. Currency depreciation
10-20 per cent:
1, Columbia: 89-76 per cent of gold parity.
2. Canada ; 83-02 ' ’s
II. Gold-parity 65-80 per cent, i.e.Currency depreciation
20-35 per cent.

Countries Gold Parity Couutries Gold Parity
1 Jugoslavia : 76-08% 6 Ireland : 70-29
2 Austria : 7580 7 Egypt : 7029
3 India : 70-60 8 Hungary : 70-12
4 Portugal : 70°33 9 Sweden : 67-54
5 U. K. : 70-29 10 Norway : 6545

IlI. Gold-parity 40-65 per cent, i.e. Currency depreciation
35-60 per cent.

Countrics (old Parity Countries Gold Parity
Brazil : 64.049 Chile : 49.86
Finland : 60.50 Urugnay : 45.84
Argentine : 59.90 Greece : 43.78
Peru : 57.63 Spain : 43.65
Denmark : 57.16 Japan : 42.98

The period in discussion was marked by the following events in
the general economic situation of India and the world :—

I. September 1931: Rupee-Sterling divorce from Gold. Currency

depreciation in the Sterling countries.

2. December 1931: Currency depreciation in Japan. The fall

of the Yen.

3. December 1932: The Ottawa Agreement.

4, April 1933: The fall of the Dollar.

The “‘new Rupee” of 1927 underwent a transformation in September
1931 along with the suspension of the gold standard and the enactment
of the Rupee-sterling linking. Vis d vis Sterling the Rupee continued to
be the eighteenpenny unit as in July 1927, i.e. to remain unchanged
at the so-called “‘higher’’ ratio. But via-d-vis the currency of those
countries of the world which kept to the gold standard, e.g., France,
the U.S.A. (until 20 April 1933), Switzerland etc., the Rupee becamb
“lower’’. In regard to the Japanese Yen, however, which cut itself
off from its gold mooring, shortly after the Rupee-sterling, on
December 13, 1931 the Rupee happened to be keyed up to a “‘higher”
ratio in gold because the Yen had fallen more than the Rupee. While
the Rupee retained 7060 per cent of the gold parity in March 1933
the Yen did not have more than 4298 per cent.
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The price indices were higher in countries off-gold than in the
others. Currency depreciation should appear to have favourably
influenced the internal price-level. India (Calcutta-Bombay) also did
not fail to derive benefit, so far as the price-level is concerned, from the
depreciation of the Rupee as embodied in the suspension of the gold
standard. She was quite high in the list as exhibited above.

Calcutta’s position was almost identical with that of Canada. It
was |'5 points higher than Bombay and 7:7 points lower than the U. K.
The fall of prices in Canada-Calcutta-Bombay was heavier than in

the U. K,

3. The Problem of the Purchasing Power Parity.

Now, since money is the general denominator of economic values,
there should be an equal intensity of rise or an equal intensity of fall
in prices in two different regions if the currencies of the regions are equal
in worth. This is the doctrine of purchasing power parity in its elemen-
tary form, based as it is on the quantitative theory of money. If the
money falls in value (i.e. its purchasing power declines) in one region,
it implies that the ‘‘general prices’” of commodities rise there. In that
case, all the currencies of the other parts of the world such as are linked
to it by definite ratios should also fall, i.e. the prices in those other regions
must rise too.

Besides, the rate of the currency's fall ought to be uniform and
consequently the rise of ‘‘general prices’’ in all the countries concerned
ought to be equal in extent, if the ratio definitely established is just and
proper. In case the rise of general prices in one such region happens
to be less in extent than in ore or other region in question, it would
imply that the fall of the currency there has not been as deep as in the
other places. The suspicion may be awakened under these circums-
tances as to whether this particular currency had been linked tc the other
or others at a just and proper ratio.

" In the present instance the fall of prices in India was somewhat
deeper or the rise of prices sumewhat less pronounced than in the UK.

One might argue, therefore, that currency depreciation was to a
‘small extent deeper in the UK. than in India (Calcutta-Bombay). In
other words, cne might suspect that the Indian Rupee was perhaps
slightly “‘over-valued’’ in relation to Sterling. The justness of the Rupee-
sterling ratio might be challenged because of the aparent discrepancy
in the rise of prices. In other words, one might feel that perhaps the
proper externzl value or price of the Rupee in terms of thz British cur-
r'ency should be something less than eighteen pence. Such depreciation
of the Rupee (in relation to the gold standard currencies) as has been
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brought about by the suspension of the gold standard in September 1931
might be considered to be not enough. Further depreciation might be
suggested to be necessary,—this time in relation to Sterling.

But these discrepancies from the standpoint of purchasing power
parity are not exceptional in the cases of India vis d@ vis UK. We may
cite Canada and Hungary as well as Italy in the present context. The
level of prices in these countries has not followed mathematically the
level of their currencies.

Even with a lower rate of currency depreciation (16:889%) Canada’s rise
of prices in March 1933 was almost identical with that of Calcutta where
currency depreciation was deeper (29-40%). Similarly the currency de-
preciation in Austria and Jugoslavia was less in intensity than in India.
And yet the fall of prices in these countries (Austrian Index 990,
Jugoslavian 93-0) was less than in India (Calcutta 91'2 and Bombay 89-7).
In Hungary, again, the currency depreciation was somewhat deeper than
in India and the U.K. whereas Italy had not depreciated her currency
at all. But still the price-index in Hungary was lower than in India and
the U.K. and even than in ltaly. In the price-index series Hungary should
have been close to Calcutta and Canada or rather to the U.K., and Italy
should by all means have been much lower than Hungary. But the
exact reverse was the statistical reality.’” Such data objectively point
but to the fact that the rate of exchange does not exercise an exclusive
influence on the price-level. The possibility of a differential rise or fall
in the price-index in certain regions is not ruled out by the considera-
tions of purchasing power parity between regions.

4. The Regime of the New Rupee (September 1924-September 1933)

The ‘‘new Rupee was legally introduced in July 1927 on what is
usually known as the higher exchange ratio to Sterling, namely, on the
eighteen-penny basis. This had been the defacto rate since September
1924.* The impact of that higher Rupee, if any, on India’s foreign
trade and price-level should lend an important aid to the positive as
contrasted with the speculative theory of prices. The regime of higher
exchange had lasted five years when in September 1929 the crisis over-
toock the world-economy.

32 TFor a similar study with special reference to Egypt see Bresciani-Turroni :
“Aegypten in der Weltwirtschaftskrisis’”’ in Weltwirtschaftliches Archiv (Jena),
Oct., 1933, pp. 400-404

33 Statistical Abstract for British Indig 1920-30 (Calcutta 1932) pp. 316-17.

10
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During this entire period the average monthly exchange was in-
variably above 18d. The annual averages were as follows : —

1925 - 18 7/16 d 1928 - 18 11/32 d
1926 : 18- 1/ 4 d 1929 - 18- 11/32 4
1927 - 18- 9/32 d

The behaviour of exports as well as prices under the ‘‘new Rupee'"
may be examined in connection with raw cotton as well as raw jute.
And for this it should be appropriate to study the curves previous to the
world-economic depression. We find that in the milieu of the eighteen-
penny Rupee, i.e. in the conditions of the so-called higher exchange the
exports behaved quite favourably. The following table will exhibit the
average, figures for raw cotton® in three periods, (1) pre-war, (2) 1927-28,
i.e. the first year of the new Rupee, and (3) 1928-29, the last pre-depres-

sion year :—

Bales Exported Total value Price per
(400 1bs. each) cwt.
1 Pre-war 2,407,000 Rs. 333,000,000 Rs. 38-11-0
2 1927-28 2,686,000 477,000,000 49-11-11
3 1928-29 3,712,000 662,000,000 49-15-7

(See Chart X)

All the three curves for raw cotton,—quantum, value and price,—rose
during that period. The three jute-curves™ of those days also told the
same story of rise, thus:—

Bales exported Total value Price per
(400 Lbs. each) ton.

1 Pre-war 4,281,000 Rs. 222,000.000 Rs. 290

2 1927-28 4,995,000 306,000,000 342

3 1928.29 5.028,000 323,000,000 360

(See Chart XI)

Both in jute as well as in cotton, higher exchange (18d.) went hand
in hand with (1) higher exports in quantum and value as well as with
(2) higher price per unit. No matter what be the theory, the facts of trade
statistics. demonstrate that both export and price-curves moved in India’s
favour even under conditions of higher exchange.

It is of course patent on deductive grounds that the higher exchange
ought to raise the prices of exports. The rise of prices, therefore, as
demonstrated by statistics is quite in keeping with the demands of

. 84 Review of the Trade of India in 1928-29 (Caleutta 1929) pp, 72, 161,
207, 295.
35 Ibhid., pp. 161, 208, 225.
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speculative economics. But the rise in the quantum of exports is at

variance with apriori reasoning.
The index number of the prices of 28 exported articles’® repeats the

same story of rise thus:

1873: 100 1927: 209
1911: 136 1928: 212
1913: 154 1929: 216

The reactions of Indian prices as well as exports to currency are then
clear. First, from 1927 to 1929 during the period of the statutory
eighteenpenny Rupee under pre-depression conditions exports rose as
well as prices in comparison to pre-war conditions. Secondly, from
April to November 1933 both prices and exports (up to September as
indicated in the tables) rcse in comparison to the depression conditions
of 1929-32. And this rise took place, again, although the Rupee-sterling
ratio was maintained at the 1927 level, i.e. under the eighteenpenny
Rupee. Statistically speaking, the “‘new Rupee’ or “higher exchange™
did not affect the exports and prices in an adverse manner. During both
these periods the exports proved themselves objectively to be indifferent
to the currency situations. It is not the exchange ratio that influenced the
movements of exports. We encounter here a paradox. But this is the
most solid foundation of the trade and economic structure of India. The
expansion of exports and the upward trend of prices were the realities
of Indian economy both in pre-depression conditions as well as in con-
ditions of recovery or gradual restoration to ‘‘normal’’ relations. And
these were consummated in the common atmosphere of higher exchange

This analysis cannot, however, be construed by any means into an
argument as to the causal connection between the rate of exchange and
prices or quantum of exports. The fluctuations in prices as well as quan-
tum were not subject solely to the influences of the rate of exchange
which happened to be uniform from September 1924 to September 1933.
The only reasonable conclusion that we are entitled to draw is that the
rise of both quantum and prices could take place at times in an epoch
of the higher ratio, as embodied in the eighteenpenny Rupee. Should
this phenomenon of international trade appear even in part to be rather
in conflict with the theory of money or foreign exchange it would be
reasonable on grounds of factual economics to assert that the quantum
and prices of exports are not invariably and exclusively governed by the
currency considerations. The problems of exports or relations between
imports and exports, in so far as quantum and prices are concerned, may
ke explained to a considerable extent otherwise than by rates of exchange.

36  Statistical Abstract for British India, 1920-30 (Calcutta 1932) p. 722
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5. Agricultural Price-Indices.

The difference in the rates of fall in price-indices between different
countries may be easily accounted for by other than currency considera-
tions. India's goods are as a rule agricultural. The prices of agricul-
tural goods have fallen in every country much deeper than those of
industrial goods. The wholesale price-indices of an all-embracing
character cannot therefore be relied on in the comparative study of price-
movements bearing on countries with preponderantly agricultural goods
as well as countries with a large number of non-agricultural goods.

During the period of fall from 1929 to 1931 there was a considerable
difference between the cereals and other articles in the UK. as regards
the incidence of fall.

With 1913=100 the differences in the 17 cereals index (agricultural)
and the “‘all articles (150)"" index of the U.K. can be seen below down to

1931.%7
Year (Cerecals All Articles
1929 1378 136-5
1930 109-1 1195
1931 898 104-2
With 1929 as 100 the indices in 1931 were as follows:
(lereals: 631 All Articles: 76:3

The fall in prices of cereals was |12 points deeper than in “‘all
articles’".

Between 1929 and 1932 the average export prices (in gold) of German
mowing machines fell only 5 per cent, American motor cars and Belgian
steel girders only 17 per cent, Canadian newspaper print only 30 per cent,
and British pig iron only 35 per cent. But during the same period the
prices of agricultural goods and raw materials fell generally by
more than 50 per cent. Some of these falls are indicated below :**

American wheat 52 per cent Japanese raw silk 68 per cont
Argentinian maize 63 ’ Argentinian wool 72 ’
American cotton 63 » British Malayan

Brazilian coffee 64 » rubber 84 »

From 1929 to 1933 the differences in the percentage of decline be-
tween agricultural and industrial goods are given belew for four

countries :*°

Agricultural Industrial Difference
1 U.S.A. 49 31 18
2 Italy 49 33 16
3 Canada 46 27 19
4 Germany 36 29 16

37 Stat. Abst, for the U.K. 1913-351 (London 1933) p. 212.
38 Review of World Trade 1932 (Geneva 1933) p, p. 9.
39 World Production and Prices 1925-32 (Geneva 1933) p. 97. See also
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The difference in depression ranged between 16 and 19 per cent
even in the case of countries that are not ‘‘too agricultural.”

The difference between agricultural and manufactured goods in re-
gard to the fall in prices is quite well known in Indian statistics also. With
1873=100 the indices for the exported articles (agricultural) and the
imported articles (manufactured) are as follows :*°

Exports Imports
1929 September e .. 217 167
1930 December 138 111
1931 Deccember 123 151
1932 December 120 135
1933 March 115 130
With 1929=100 the indices were the following:—
Ixports: 53 Imports: 78

The fall in export price-index was 25 points deeper than in import
price-index. The difference in depression between agricultural and
industrial prices was thus more pronounced in India than in Canada,
U.S.A., Italy, Germany, and the U.K. Exclusively agricultural countries
or those in which as in India, Poland etc. production and the market
are heavily weighted with agricultural gocds are found therefore to have
their ‘‘general’’ price indices naturally more depressed than industrial
countries or those with a greater weightage of industrial goods. A
relatively greater fall in the ‘‘general’’ price-index of India than in the
“*general”’ price-index of the U.K. is therefore to be taken as the very
first postulate of world-economy and comparative industrialism.

From the standpoint of economic structure India, preponderantly
agricultural as she is, stands at the opposite pole to the United Kingdom
which heads the statistical list of preponderantly industrial countries, as
we have seen above (pp. 53-54). Since the British “‘general’’ indices are
based on a large number of non-agricultural goods the fall in the general
wholesale index tends naturally to Le low. .

The Indian Index-number'! is derived from the prices of 39 articles
of which 28 are agricultural (exports) and |1 manufactured (imports). The
Board of Trade Index-Number of Briitish prices is, on the other hand,
based on 150 articles of which only 17 represent agricultural products
(cereals). Besides, the price-indices of agricultural goods in the U.K. are

Federal Reserve Bulletin (Washington) October 1933, p. 650 and Dewtsche Bunk
und Disconto Gesellschaft Wirtschaftliche Nachrichten 21 November 1933, p. 296.
40 Revicw of the T'rade of India 1932-33 pp. 5-6.
41 Statistical Abstract for British India 1920-30 (Calcutta 1932), p. 722;
Statistical Abstract for the United Kingdom 1913-31 (London 1933) pp. 212-213.
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as a rule, comparatively high, as may be expected. The statistics also
leave no doubt that the index numbers of agricultural and ‘‘other’’ prices

move closely to each other in the UK. The following indices with
1913=100 will tell their own tale up to the pre-depression year :

Year : Cereals All Articles.
1921 . 194-3 : 1972
1922 : 151-1 : 1588
1924 1601 ; 166-2
1926 : 1502 : 1481
1928 149-1 : 1403

It would be but a thorough misunderstanding of price-trends of
““agricultural’” and “‘industrial’’ regions if one were to expect the same
rate of rise or fall in the indices of ‘general” prices. One should rather
Le prepared for discrepancies as the most natural phenomenon of the
price-structures.

The recent discrepancies in fall between the British price-index and
the Indian price-index cannot by themselves point to any factual discre-
pancies in the price levels of the two regions. The real discrepancy, if
any, should have to be ascertained by comparing the two indices under
a more or less uniform standard of judgment. In order to achieve a
comparability between the two series it would be necessary to isolate the
agricultural or raw products indices of U.K. from the “‘general” indices
and then examine them in the background of the Indian indices which
are mostly agricultural.

The index numbers of prices of agricultural products are available for
more than a dozen countries of the world. Not all of them are exclusively
or preponderantly agricultural. Some of them find themselves in point of
economic structure in more or less the same conditions as India. For
India we have two indices, one from Calcutta and the other from Bombay.
Both are ‘‘general’’ indices, however. The United States also can present
two indices, one furnished by the Bureau of Labour and the other by the
Bureau of Agricultural Economics. The base is as a rule 1913-14=100.
The other bases are indicated at the proper place. The agricultural price-
levels of India, Europe, Oceania and America may then be seen in the

indices tabled below {from 1931 to March 1933):**

1931 1932 1233
Average Average March
1 Norway 125 120 119
2 Bombay (general) 109 109 96
3 Calcutta ( ,. ) 96 91 83

42 Monthly Crop Report and Agriculturel Statistics (International lustitute
. of Agriculture, Rome) September 1933, pp. 659-661; Report of the Controller of
the Currency 1932-33 (Delhi 1933) p. 46.
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1931 1932
Average Average
4 Hungary 83 (Aug.) &0 (Aug.)
5 Eng-Wales 120 109
6 Poland (1917-=100) 59-7 52
7 Ttaly 343°11 1339-63
8 New Zealand 97 RGR
9 Argentina (1926 -100) 638 591
10 Netherlands (1924-29=100)57 49
11 Germany 103 91
12 Canada (1926=10) h6-3 aR-3
13 Esthonia 76 H8
14 U. S. A. 0 57
(Bureau of Agricultnral
Economies 1909-14:=100)
15 U. 8. A. 648 4R-9
(Burcau of Labour
1926=100
16 Jugoslavia (1926=100) 977 566

(See Chart XII)

73

1933
March
71
102
50°7
280-77
814
526
46
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We notice that all the sixteen indices point to a fall in agricultural
price-level. The comparative depths of this fall can be seen in the follow-

ing table (with 1931=100):

1 Norway: 952
2 Bombay: 88-1
3 Calcutta: 864
4 Hungary: 855
5 FEng.-Wales: 850
6 Poland: 849
7 Tialy: 84-5
8 New Zealand: 839
9 Argentina: 824
10 Netherlands: 807
11 Germany: 830
12 Canada: 79°4
13 Esthonia: 763
14 U.S.A.:
15 U.S.A.: 625
16 Jugoslavia: 59-9

(general average)

(7')

660 (Bureau of Lahour)

(Bureau of Agricultaral

(See Chart XIII)

Economics)

A consideration of profound economic importance has now to be

attended to.

industrial

In order to understand the relative rise or fall of agricultural
price-indices in different areas,—agricultural,

or '‘agrar-

industrial'’—it should be relevant to place the indices of more or less
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the same kind of regions in the same group. It is only under uniform
conditions of economic structure that the behaviour of prices can be
scientifically studied.

The price-structure of a preponderantly industrial area is normally
different from that of a preponderantly agricultural area. The price
indices of even agricultural goods in a prepcnderantly industrial region
are usually adapted to a higher level in keeping with the higher cost of
living prevailing there. The rise and fall of agricultural indices in such
regions are likely, therefore, to move on a higher plane than the rise and
fall of agricultural indices in exclusively or preponderantly agricultural
regions. In the event of a “‘general’’ fall in price-indices these countries
are normally expected to suffer less than India and her peers according to
economic morphology.

But it is interesting to observe that the fall in agricultural indices was
deeper in all these countries (England-Wales, Germany, Netherlands,
U.S.A., Norway, Italy, Argentine, New Zealand, Canada and Hungary)
than in India. At Bombay or Calcutta the index instead of being 88'1 or
86-4 might naturally have been as low as in Esthonia (76:3) and in any case
lower than in U.S.A. (66:0 or 62-5). Factually, the fall in India was less
than in England-Wales, the country which is A, I as “industrial state,”
and in which the fall is expected to be the least. We are then led to
admit that, luckily enough, the fall in prices was not as severe in India as
it might otherwise be.

In “‘agricultural”’ price-index the U.K. was 14 point lower than
Calcutta and 3'1 points lower than Bombay. That is, according to the
requirements of the purchasing power parity Sterling was slightly over-
valued or the Rupee under-valued. This is the exact opposite of the
situation derived from a comparison of the ‘‘general’” indices. On both
counts the discrepancy is so slight that neither over-valuation nor under-
valuation should indeed be seriously considered. Especially, when one
remembers how really feeble the basis for statistical data in every country
is and therefore how scientifically non-comparble the international
statistics’® invariably are it should be unreasonable to press for mathe-
matically precise equations in a case of purchasing power parity. It is
not the exact ‘‘pound of flesh” that is demanded in an analysis of the
equations of comparative industrialism.

43 In regard to the fundamental incomparability and consequent limitations to
the validity of international statistics see Sarkar: Applied Economics Vol. I
(Calcutta 1932) pp. 158-162, 199-200, 209. See also Jacobs: “Die Zuverlissigkeit
von Preisindexziffern” in Technik und Wirtschaft (Berlin, Dec., 1933), pp, 357-360.
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V1. DOSES OF ECONOMIC PLANNING

In comparison with that in the U.K. the price-index, both general and
agricultural, in India is likely by nature of the case to be lower on account
of the following reasons : —

I. India is an agricultural country,

2. India is a debtor country,

3. Economic planning in India is not comprehensive enough to
invclve cartellization of prices, protection of domestic pro-
ducers, restrictions of output etc.

There is a weighty consideration bearing on the relatively lower fall
of “‘general’’ or agricultural price-indices in certain countries, especially
those which import agricultural products for a part of their requirements.
They raised their customs duties and adopted other protective measures.
From 5 Reichsmarks per kilo in 1929 Germany increased the duty on
wheat up to 25 in 1930."" France increased it from 35 to 80 francs. The
millers were compelled by law to mix a fixed proportion of domestic with
foreign wheat. Italy and Czechoslovakia protected their home producers
in the same manner. On account of these measures the internal price of
wheat moved on a higher level than the world prices. Among other
methods of centrolling or arresting the fall of prices and somewhat raising
them relatively we have the Government practice of granting credit faci-
lities as well as the withholding of stocks from the market.

It is thus possible on non-currency grounds to account for the relative
rise or comparative slightness of fall in wheat prices in certain countries
while the world-price was falling. The same non-currency grounds
account likewise for the facts (1) that while the world price of rye fell 59
per cent between 1929 and 1932, German rye fell only [0 per
cent, Czechoslovakian 16 per cent and Swedish 33 per cent, and (2) that
German sugar prices actually rose by 20 per cent while Cuban sugar fell
on world markets by 58 per cent.

Such methods of control, regulation and restriction have been followed
in the United Kingdom also.”” The raising of internal prices has been
comsummated by the intervention of the state. The Coal Mines Act of

44 Les Conditions de Udgrieulture en 1929-30 (International luostitute of
Agriculture, Rome 1930), pp. 29, 33, 47, 62, 63; Warld LProduction and Prices
1926-32 (Geneva 1933). pp. 105-108. World Kconomic Survey 1932-33 (Geneva
1933) pp. 57-58. André Pavie: La Crise agricole et mondiale” in Bulletin de
la Société d’Economie Politique de Paris for January 1933.

45 Lloyds Bank Ltd. Monthly Review (London) Nov. 1933, p. 468.
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1930 and the Agricultural Marketing Act of 1933 are cases in point.
Attempts have been made to bring the supply of the commodities within
the limits of the demand.

To this have to be added the Acts and the grants made under those
Acts since 1929 in order to combat unemployment.*® The Development
(Loan Guarantees and Grants) Act 1929 is in two parts, and the financial
‘responsibilities of the Government according to this Act are as

follows : —
Undertakings - Total Graunts
Government Grants ac tually made
Tstimated

Part 1. Pablic Utility

Undertakings (Railways.

Gas Companies, Water

Supply Companies) £2,34R,561 £1.810.98
Part 11. Uremployment

Grants Committee £6,969,000 £4,869,000

According to Part I, 24 per cent of total estimated cost was covered by
the actual Government grants. The percentage was 39 in the case of Part
1. Grants were made for the carrying on of works in those areas in which
the “‘monthly percentage of unemployment over twelve months amongst
men exceeded 10.” '

Then there is the Colonial Development Act 1929 which provides for
the annual sum of £1,000,000 in order to make advances for business pro-
jects in or with the Colonies, Protectorates and Mandated Territories.

The Road Fund is likewise to be discussed in this connection. The
Trunk Board Programme comprises £9,500,000. Besides, the Five Year
Programme for roads was planned out in 1929-30 with an estimate of
£27,500,000.

Without going into other schemes we have here altogether economic
planning under state auspices worth some £45-50 millions.

It is along the same Continental and British lines that the Roosevelt
regime has been working in the U.S.A. in order to combat depiession and
raise prices. Wheat is being bought up by the Government in order to
prevent further decline. The Government has been likewise advancing
loans to cotton farmers on condition that acreage be restricted.

The Reconstruction Finance Corporation was established on February
2, 1932, fourteen months prior to America’s suspension of the gold standard

46 The Labour Year Boolk 1930 (London) pp. 86-94.
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(20 April 1933). The Report of the Corporation down to March 31, 1933

may be summarized as follows :*’

Authorized Advancod Outistanding on
March 31,1933
atter partial

repayment of loans

1. Loans offered
under section 5

of the R. F. C. Act
(to Banks, Agricul-
tural Credit Corpo-
rations, Livestock
Credit Corporations,
Railroads ctc.).

I1. Loans offered
under Fmergency
Relier and Construc- _
tion Act of 1932. $ 496,025,338 $ 223,709,778 % 223,294,054
III. Loans under

Emergoncy Banking

Act of March 1933, $ 11,932,500 $ 12,750,000 $ 12.750,000

¥ 2,075,916,831 $ 1,785,315,120 # 1,366,998,010

Totl 2,586,9144,659 2,021,777,898 1.6)3,043,569

A sum exceeding $2,000,000,000 had been loaned out to business
enterprises of all sorts in the U.S.A. during fourteen months by a
Government financing institution responsible to Congress.

The discrepancies in the price-levels of diverse countries or between
the home price-index and the world price-index should appear thus to
be phenomena of state intervention in the relaticns between demand and
supply. We encounter here the attempts not at modifying the monetary
mechanism, the ‘‘common denominator’” or ‘‘general’’ regulatcr of
price-levels, but at controlling the fortunes of certain specified commo-
dities. The currency surgeon need not be requisitioned in season and
out of season in order to rectify the discrepancies, if any, nominal or
real, between the internal and external prices.

Currency manipu]ations constitute but one of the many measures
adopted by different countries since the British suspension of the gold
standard in September 1931. By the beginning of 1933 tariff increases
had been imposed in twenty-three countries. On individual commo-
dities customs duties had been increased in fifty countries. In several
countries twenty tariff changes took place in sixteen months. Thirty-two
countries were responsible for import quotas, prohibitions, licensing
systems and other quantitative restrictions. In twelve countries import
monopolies, chiefly in grains had been enforced. Sixteen countries

47 Federal Reserve Bulleting February 1933, pp. 64-66, June 1933, p. 317.
Jenny: ‘“I'he American Experiment and its Consequences’ in Lloyds DBanl
Ltd. Monthly Review [or December 1933, pp. 501-504.
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adopted milling or mixing regulations. Exports were being promoted
by premia in nine countries and forbidden or restricted by duties in
seventeen.'®

Reccvery in Australia'® has to thank severe retrenchment in national
ond state expenditures, heavy increases of taxation, reductions in wages
and salaries as well as restriction of exports. Last but not least has
to be mentioned currency depreciation,—suspension of the gold standard,
which has been in operation since December 1929.

That currency depreciation and rise of internal prices go together
has been verified often in statistical records. The experiences of the
present recovery also testify to the same coincidence.

The countries off-gold in October 1933 could be grouped into three
classes :*°

(See Chart XIV)

I. Gold-parity 65-80 per cent, i.e. currency depreciation
20-35 per cent

Countries Gold Parity Countries Gold Parity
Austria : 7759 Euypt : 6:5-099,
Jugoeslavia : 76-97 England : ¢5-09
Hungary : 72-36 Ireland : 065-09
LPortugal : 6820 Ksthonia : 6506
U.S. A : GG 15 India : 65705
Canada : 65 13

II. Gold-parity 50-65 per cent, i.e. currency depreciation
35-50 per cent

Clountries Gold Parity Countrices Gold Parity
Sweden : 61-11 % Finland : Hothd 9
Argentine : 0990 Denmark 0248
Norway : 59-50

IIl. Gold-parity 35-50 per cent, i.e. currency depreciation
50-65 per cent

('ountries Gold Parity (‘ountrics Gold Parity

Colombia : 18:30 Greece : 11-08

Bravzil : J6°18 Spain : 43 49
Japan : 3828

1R “World Economic Surpey 1932233 (Geneva  1933) p. 17, Allix:”7 Le
Regime du Contingentement in Bullctin de lu Nociéte ' Economic Politique de
Paris for February 1933.

49 Midland Bunk Menthly Reriew (London), October-November 1933 p. 2,

50 Wiihrungsibersichten  Oktober 1933  (Deutsche  Bank Berlin). See

Supra Section V. 2 (Currency Depreciation).
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The rise of prices in off-gold countries since April 1933 can be

illustrated from the U.K., the U.S.A., Japan and India as follows:*!

Month U. K. U. S, A Japan India
(16 Sept. 1931=100) (16 Sept. 1931 (Oct. 1900 (July 1914

=100) - 100) =100)

April 995 82-9 176-20 84

May 102-1 R7-4 176°80 87

June 104-4 92:4 179-6G0 89

July 1067 100-0 182°10

August 106-1 1022 180-00

Soptember 106°5 1032

October 1055 103-8

The Indian indices for individual commeodities since April 1933 are

given below (1914 July=100):%*

April May June
Rice 54 60 (5]
Wheat 78 8y B0
Tea 71 4 04
Oil seeds (S 2 s
Raw Jute (December-March 46 o0 40
roundabout 38)
Raw Cotton 80 B4 87
Uides and Skins 52 61 08
Jute Manulactures 79 87 87
Cotton Manufactures 112 115 115
Moetals 95 95 101
Sugar 129 128 129

The tendency is manifest in almcst every commodity to move
upward. These and other instances since the British suspension of the
zold standard have off and on invited attention to the possibility of raising
prices by currency depreciation.

It is therefore very appropriate to call attention to the opposite tact,
namely, that the rise of prices has Leen going on for some time even in
those countries which have remained gold-standard with vengeance
since the World Economic Conference of July 1933.

In October 1933 the gold-standard countries were with the excep-
tion of the U.S.A. almost the same in number as in March. Most of
them had somewhat strengthened their position. Latvia, however, had

51 Lloyds Bank Ltd. Monthly Review (London), December 1933, p. 552; The
Japunese Trade Bulletin (Calcutta) December 1933, p. 3; Revicw of the Trade of
India 1932-33, p. 8. ’

52 Review of the Trude of Indw 1932-33, p. 8.



80 INDIAN CURRENCY AND RESERVE BANK PROBLEMS

gone down to a certain extent. The countries are enumerated below
along with their deviation from gold-parity :**

Countries Gold-Parity Countries Gold-Parity
Switzerland 100519 France 100-00%,
Netherlands 100°46 Bulgaria 99-78
Belgium 100-37 Russia 99-59
Czechoslovakia 100 37 Rumania 99-54
Germany 100-25 Mexico 99-27
I"oland 100-24 Lithuania 99-14
ltaly 100-22 Latvia 94-01

It is very interesting to observe that preponderantly agricultural
countries like Latvia, Lithaania, Mexico, Rumania, Russia, Bulgaria and
Poland continued to keep to gold. The advantages to be derived from
currency depreciation were not considered by them to be worth while.
That is, not every agricultural and debtor country found it expedient
to depreciate the currency in the interest of its exports and trade balance.

The tenacity of the gold bloc to stick to gold demonstrated, in the
course of the period from March to October 1933, that internal prices
could rise even under the gold standard. The gold-parity of the German
Reichsmark rose from 99-80 per cent to 10025 per cent during these
eight months. And yet there was an almost uniform rise of the price-
indices in all lines, as the following table will show (1913=100):™

Month Wholesale Agricul- Industrial Industrial Instruments Consump-

tural raw finished ot tion

products  products production goods

April 007 818 170 111-3 1141 109-2
May 91+ 842 878 111-6 1139 109-9
June 929 851 59°2 112-1 113-9 1108
July 93-9 866 899 1130 114-0 112-2
August 942 877 896 1134 1141 112-S
September 949 899 292 1136 1141 1132
October 957 92-7 &89 113-8 114-0 1137

The wholesale indices of several other gold standard countries from
April 1933 on point to the same direction, in a general manner, thus

(1913=100) :**

Month Ttaly France Netherlands
April 2822 3850 7l
May 2822 3830 72
June 2850 3885 73
July 2833 3975 73
August 282-4 3954 73
September 2807 3895

53 Waliungsibersichten Oltober 1943 (Deutsche Bank, Berlin) p. 5.
54 Deutsche Bank und Disconto Gescllschaft Wirtschaftliche Mitteidlungen

21 November 1933, p. 196.
55 Itasscgna Kconomica (Naples) Octoher 1933, p. 609, Federal Reserve
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Altogether, the rise of prices can take place no matter whether the
country is on gold or off-gold.”* In other words, it may be quite
indifferent to currency and the rate of exchange. The price-structure
of a region, like every other economic phenomenon, is reared on a
plurality of foundations in which the dynamic economic planning has
as much role to play as the statical economic morphology.

It would not be accurate to suggest that there has been no economic
planning attempted in India during the period of depression. Undoubted-
ly, the schemes have not been as spectacular, comprehensive and wide
flung as in Germany, Japan, the UK. and the U.S.A. But it has to
be admitted that the currency depreciation embodied in the Rupee-
Sterling linking of September 1931 was quite a big dose of economic
planning.”’

The second dose is to Le seen in the Imperial Preference™ based
on the Ottawa Agreement of December 1932.

A third dose of substantial importance is embodied in the Tanff
Amendment Bill of December 1933, which may indeed be regarded, from
the standpoint of economic planning, as an expansion of the previous
Ottawa Tariff Act. The Bill proposes to levy some new duties and
increase the rates of old ones. Besides, the principle of minimum
specific duties as alternative tc ad valorem: duties has been adopted on
a liberal scale. A very large number of Indian industries are likely
thereby to be safe-guarded, namely, oils, sugar, footwear, chemicals,
hosiery, silk, glass, paints, soaps, enamel, porcelain, pencils, umbrellas,
cast iron, woollens etc.

The schedule is as follows : —

0il
Fish oil Rs. 10-0-0 per cwt. (new)
Whale oil ... . 10-0-0 percwt. ,,
Sugar ,» 10-8-0 per cwt. ,,

Bultetin (Washington) October 1933, p. 649; Livyds Bank Ltd. Monthly Review
(London) December 1933, p. 552.

56 Bee Supra Section IT, 2 (Recovery in Worid-Economy) where hoth cate-
gories of countries are mentivned as exhibiting a quickening of economic activity.

57 Supra, pp. 10-12.

58 See the main provisions of the Indian Tariff (Ottawa Trade Agreement)
Amendment Act 1932 in Review of the Trade of India 1932-33, pp. 20-23,
246-269. The tariff question is discussed at length in Sarkar: Imperial Prefer-
ence vis-a-vis World-Economy (Calcutta 1934).
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Foctwear
Boots and shoes

Uppers for boots and shoes

Heavy Chemicals
Alum

Magnesium Sulphate

Hydrated Magnesium Sulphate

Hosiery
Undervests

Socks
Stockings

Silk
Silk

Silk Fents

Class
Globes fos hurricane lamp

Other globes and chimneys
Paints

Red lead

White lead

25Y, ad valorem per pair
or 0-6-0 per pair which-
ever is higher (increase in
rate).

259, ad valorem per pair
or 0-3-0 per pair, which-
ever is higher (increase in
rate).

25%, ad valorem or Re.
1-6-0 per cwt. (specific
duty new).
259, ad valorem or Re.
1-6-0 per cwt. (specific
duty new).

(increase in duty)

25'%, ad valorem or Re.
[-8-0 per dozen (new)
25%, ad valoremor 0-10-0
per dozen (new)

25% ad valorem or0-10-0
per dozen (new)

50% ad valorem (increase
in rate)
50%, ad valorem (increase
in rate)

0-4-6 per doz., to replace
25% ad valorem
0-3-0 per doz., to replace
25%, ad valorem

25Y% ad valorem or Rs.
4-12-0 per cwt. (specific
duty new)
25% ad valorem or Rs.5-
12-0 per cwt. (specific
duty new)
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White zinc

Reduced white zinc
Soaps
Household and laundry soaps

Other soaps
Toilet soaps

Enamel
Enamelled signboards

Enamel basins and bowls :

Porcelain
Porcelain insulators

Fitted

Not fitted

Domestic Earthenware
China and procelain

Lead pencils

Umbrellas
Cast iron pipes
Woollenihosiery

Other woollen goods

25% ad valorem or Ras.
6-0-0 per cwt. (specific
duty new)

25% or Rs. 4-4-0 per cwt.
(specific duty new)

Rs. 4-0-0 per cwt. (new)
Rs. 6-8-0 per cwt. (new)
35 ad valorem or Rs. 20-0-0

per cwt. (specific duty
new)

30% ad valorem or 0-4-6

per square foot.

30% ad valorem or 0-4-0

per dozen (for basins with

a diameter of 19 centime-
ters)

309% ad valorem or Re 1-2-0
per doz. (specific duty new
30% ad valorem or 0-14-0
per doz. (specific duty new)

30%ad valorem or from 0-5-0

to Re.1-8-0 per doz.

309, or 0-1-0 per doz. (speci-

fic duty new)

30% or 0-8-0 each (specific
duty new).

20% ad valorem or Rs. 25 per

ton (specific duty new)

35% ad valorem or Re. 1-2.0

per Ib. (specific duty new)

The further development of Swadeshi industries with or without
indigenous Indian capital may therefore be expected to a certain extent

as an item of economic India in the near future.

It is to be cbserved

that neither ‘‘protection’” in the technical sense nor subsidy of any sort
is contemplated in the Tariff Amendment Bill. The influence of
“‘specific’’ as distinguished from. ad valcrem duties is likely, however,

12
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to enable the Indian industries to compete with the foreign on somewhat
easier terms, but perhaps at some considerakle sacrifice to the consumers.

Since the publication of the Report of the Hilton Young Currency
Commission in 1926, it has been a part of the present author’s position
to argue that the evils, if any, of the currency policy may be counteracted,
when required, by the tariff policy. In so far as tariff can save industries
from foreign competition the Tarif Amendment Bill of 1933 is well cal-
culated to protect the Indian enterprises somewhat and at any rate afford
them a chance of struggle for self-assertion.

The effects of this third dose are perhaps already to be perceived in
the revivification of some cf the moribund Indiar industries. There is no
doubt that the first two doses of economic planning have contributed
each its quota to the recovery that is visible in traces to-day.

A fourth big dose is now in request,—and this in the form of inviting
Anglo-American and other external capital® to the task of developing
the Indian economy as in the pre-depression years.

59 The relations between currency and tariff are discussed Supra, pp. 3.
18-15, 27.

60 Sarkar: Economic Development (Madras 1926), pp. 394-399, Applied
Economics Vol, T, (Calcutta 1932) pp. 291. 299, 301.
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WORKS BY BENOY KUMAR SARKAR

INDIAN CURRENCY AND RESERVE
BANK PROBLEMS

Price Re, 1

Hindu (Madras): “On most questions Prof. Sarkar’s views are not identical
with those held by prominent business men in the country. * * * On
every question he has aitempted to substantiate his case by facts and
ficures. * * * One fails to see how the businessmen can pick holes in
Prof. Sarkar's arguments. * * * A lhighly stimulating treatise on
certain aspocts of Indian monetary and banking problems.”

People (Lahore): “Prof. Sarkar is an optimist. * * * The business commu-
nity still continues to take a pessimistic view ol the present rate of
exchange. * * * Many of us ihink that the continued export of gold
must seoner or later bring the country to the very verge of bankruptcy
but Prof. Sarkar knows more than any one else. Prof. Sarkar approves
of the Reserve Bank Bill and advises the business commnunity to accept it.”

Hindusthan Review (Patna): ‘‘The Professor has treated tariff questions as
integral parts of thq currency problem and puts in a strong plea that a
substantial portion of the Dircctorate in the Reserve Bank should
represent the agricultural interests.”

Commercial Cazette (Calcutta): ‘‘The eminent Professor usually holding views
quite out of the ordinary and frequently perplexing our common notions
of realities has given us a cause to demur {rom his point of view by his
singular advocacy of the 1s. 6d. ratio in 1926.”

Advance (Calcutta): ‘‘Special reference may be made to the author’s attempt
to present in a nutshell all the important aspects of our currency and
banking problems {rom the standpoint of an economic expert and not in
terms of any definite party or school.”

Federated India (Madras): ‘The views of Prof. Sarkar are unconventional,
though on that account not any the less scientific.”’

Amrita Bazar Patrika (Calcutta): ‘‘Prof. Sarkar is the founder of the present
day Bengali school of economists who support the linking of Rupee to
sterling at 18d. per Rupee and the exports of gold from India. The argu-
ments adduced are well-reasoned, interesting and educative. * * *
Prof. Sarkar has done well by putting forward the claim that besideg the
three Bengali scheduled banks recognized in the proposed Reserve Banlk
Bill, a few more should be included.”

Insurance and Finance Review (Calcutta): ‘It wag Prof. Sarkar who first
raised his voice against the “‘classical”’ economists, so to say, of India,
for example, the Bombay millowners. * * * In this monograph will
be found the germ of the formation of a new school of economic thonght
in Bengal that approaches the cconomic problems of the day from an
objective point of view without yielding to popular confusions or dictates
of interested partisans in a controversy.”



APPLIED ECONOMICS

Vol. 1, Pages 320, Nine Charts, Price Rs. 6

Prof. Andre Siegfried (Paris): ‘‘In the chapters consecrated to capitalism in
Bengal and rationalization in Tndian industry are discussed the questions of
mighty interest and T rejoice to study them under your direction.”

F. W. Pethick-Lawrence M.P. (London): ¢ Tt contains much valuable
information.”

President F. Zahn, Bavarian Institute of Slatistics (Munich): ‘“The hook
continues in a meritorious manner the previous world-economic investigations
of the author. The linking up of Indian economic and social problems with
the international developments indicales enduring influences as much on
Western economy and culture as on India. The studies on Furopean economic
management and legislation will be valuable for Indian economic policy.”

Prof. E. L. Bogart (lllinois): ‘‘The last chapter on the world-crisis T have read
with great interest and profit. This work is based upon wide knowledge and
enormons reading. You briug a fresh point of view to the interpretation of
economic events which is extremely valuable.”

Allgemeines Statistisches Archiv (Jema): ‘‘The studies lving before us embody
mostly the results of the economic investigations in Central, Southern and
Western Europe which brought the author into contact. among others, with
the representatives of mational and international, official, academic and
private statistics. In Germany he became known not only because of his
public lectures and publications but specialiy because of the regular Guest-
lectures at the Technische Hochschule (Techmclogical University) of Munich.

“These essays on diverse fields of Furopean and Indian cconomic life arc
mixed up in kaleidoscopic succession, being held together by the thought of
promoting Tndian economic policy. This is attemptled in the study of the manner
in which foreign insurance societies are controlled in Europe as well as of the
currency and banking theories of the Reichshanlk and the Banque de France.
The latter investigations are of especial interest because of the proposed
establishment of a Reserve Bank of India.

“TIn other chapters are described the economic developments in India as
mirrored forth in the gencral trade and railway traffic as well as in the bank
capitalism of Young Bengal. They show that India finds herself to-day in the
conditions of the ““first industrial revolution” such as consummated itself in
England about 1785-1848 and in Germany and France about 1830-75. Con-
sequently, as another chapter indicates, thero are to be found in India
nothing more than the traces of rationalization, which, according to Sarkar,
is the important characteristic of the ‘‘second industrial revolution.”

“Finally, the author deals with the relations between the regions of the
‘‘first and the second industrial revolutions’’ in the world-crisis of 1929-32.
The export of capital and instruments of production from industrial adults to
undeveloped regions is considered by him to be foundation of a real world-
economy. In his theory that ihe industrialization of the undeveloped is
likely but to compel the adults to embark npon the specialization in quality-
goods and reorganization of their industrial structure we find Zahn’s idea
corroborated,



“‘Plenty of statistical data are utilized by the author with the object of
furnishing securo foundations for Indian economic statesmanship. His
observations and conclusions in regard to the comparability of international
statistics (p. 199), American statistics (p. 136), international bank statistics
(p- 154), commercial (p. 293), railway (p.168) and unemployment (p. 263)
statistics, the interpretation of statistical data (pp.158,209), etc. show that
the author bofore making use of the figures has taken care to examine their
dependability and significance. I is because of this caution coupled with an
international and synthetic survey of economic evenis that he has been able to
offer a judgment on the topics in question that is faultless both in theory and
economic policy.”” (Prof. Henninger).

American Economic Review: Prol. Sarkar, a well known Indian scholar, endea-
vours to determine a proper cconomic policy for Tndia. It would be a
groat mistake, he concludes, for his country to adopt the methods or
machinery of contemporary Western FKurope or the U. S., for ihey are
in an advanced stago of industrial development, while India is only
cmerging from the handicraft stage. Tf Western methods must be found
they should be sought in the Balkans, in Spain or in other countries
now entering upon modern industrialism. There is something reminis-
cent of List’s stages of economic development in Prof. Sarkar’s position.
That the industrialization of India has not proceeded very far is shown
by the essentially primitive conditions in native banking, railways and
insurance. Although traces of rationalization, the outstanding feature
of modern American industrialism, are {o be found in the cotton mills,
the iron, the hydro-electric and oil industries, this movement in India
is still largely exotic. The anthor believes that fresh significance will
he given to the study of cconomic organization and socielal structure if
the relationships between the regions of the *:second’” Industrial Revolu-
tion (England, France, Germany and tho U. S.) and those now cntering
upon their first Industrial Revolution (India, China, the Balkans, South
America etc.) are fully understood. He concludes that {he standards of
living in Western Europe and the U. S. A., ean be raised only to the
extent of a simultaneous development in the industrially less developed
countries (India, China, Balkans, South Amcrica etc.).”” (Prof. Bogart),

La Vita Economica Italiana (Reme):

“This is the first volume of a series of studies which the anthor intends
to carry on diverse economic problems (business organization, finance and
technique). The present volume contains six studies on the following sub-
jects: (1) principles of control relating to foreign insuranco companies, (2)
the reorganization of tha Reichsbank and the Banque de France, (3) the
bank capitalism of Young Bengal, (4) ithe railway industry and commerce
of India in international railway statistics, (5) traces of rationalization
in Indian industrial enterprises, (6) the world-crisis in its bearings on the
regions of the second and the first industrial revolutions.

““Seeing that the author is an Indian, the studies relating to India,
especially the last four chapters, possess a special importance. The chicf
aim of the author consists in continually comparing the development and
the condition of the varied cconomic phenomena of India with those of
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European states. These comparisons are calculated in relative cconomic
indices per inhabitant and per territory.

“In the study entitled the ‘Bank Capitalism of Young Bengal’ a large
part is given over to a rapid cxamination of tho banking systems of
principal Buropean countries. Such an cxamination enables the author to
calculate his cquations relating to banking. These equations yield, first,
the territorial index numbers, and, then, the ycar in which the same
phenomena of certain Europecan states correspond to the present condition
of India. The author finds, for instance, that average hank wealth of
India per head in 1932 is equal to that ol Germany m 1860-70, of Italy
and Japan in 1901-05, and of the Balkan states in 1925-32.

““Tho most plentiful in comparisons with other countries and interes-
ting is also the study on railway industry and commerce by which the
author calculates the relative equations for India.

“A diffcrent character from these iwo studies present the cone on
rationalization in which the author describes and examines the various
fields of Indian cconomic life. He brings into relief the influence exercised by
the Great War on rationalization in India,

“«‘In the last chapter the author examines the characteristics ol the
world-economic depression on the basis of principal indices. The work ol
Sarkar has the merit of making some important economic problems of India
known from the Indian standpoint.”” (Prof. Vergottini).

Weltwirtschaftliches Archiv (Kiel):

““Special significance is attached to the method of quantitative comparisons
which Sarkar designates as ‘‘comparative industrialism’” or ¢‘comparative
capitalism’.

«Of the wide field of applied economics the most varied parts have beeu
discussed in these chapters. Common to them all is the comparison of India
with other countries and the tendency to draw the necessary conclusions for
India from these comparisons, in order that India may lLe enabled to rise to
the next higher stage of economic development.

¢In the first chapter are discussed the laws of Germany, France, ltaly, a
number of Balkan states, etc. controlling the activities of foreign insurance
companies. The author invites attention to the forcign legislation in order
that the Indian Insurance Companies Act may be modified in some important
points.

““The most important pioneers of central and note banks, namely, Great
Britain, Germany and France, have been studied in the second chapter with
a view to throw light on the Reserve Bank of India.

«“A practical application of Sarkar’s comparative mecthod on statistical
foundation is to be found in the third chapter. Of universal interest is,
further, the exhibition of the development and present condition of Indian
banking with a large amount of figures as well as of the role of foreign
banking in India. The banking system of many countries is described in
detail with special reference to historical growth in cach. In one of his
equations we find that every Italian possesses 1'7 time as much bank deposit
as every Bengali,
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“Many rcadors will learn for the first time the fact that India is onc of
the greatest railway regions of the world. According to some of Sarkar’s
railway equations, France=6'3 India, Germany =4-84 India, India=6'8 China
or 9°5 Persia. In historical statistics India (1925) =Germany between 1850
and 1860 or =TItaly between 1860 and 1870.

““According to Sarkar fhe Indian cconomy admits of rationalization in
every form, but he is conscious of the limitations that arise out of the actual
conditions of industry. The examples he has cited from the textile
industry, railway, iron and steel enterprise, the hydroelectric and chemical
industries, as well as lrom agriculture iurnish valuable insight into Indian
ccononiic life.

“In  the chapter on the world-crisis Sarkar brings the conclusions
together. Greal Britain, Germany and other countries can recover if they
can expand their markets, and ihis can happen only when the purchasing
power of agricultural regions is restored. These latter are described as
the ‘‘youngsters” in cconomic development. They are again not only
dependent on the expansion of exports of their agricultural produce. But
they arc themselves getting mdustrialized and even industrializing their
agriculture. Besides India, therc is a large number of countrics belonging
to this complex which exhibits the stage of tho **first industrial revolution.”
The old industrial countrics will have to undertake a reorganization in the
line of export of specialized industries as well as reagrarization 1in a certain
sense. In this manncr is described the complex of the ‘‘second industrial
revolution.”’

‘“The work Lurnishes plenty of well worked-out Lndian economic statistics.
The statistics of other countrics cited by the author is specially interesting
because of the cowparative method introduced. Certainly, the cconomic
cquations calculated by Sarkar give a clear picture of India’s economic
position in the perspective of the countries compared with.” (Prof. Wehrle).

ECONOMIC DEVELOPMENT
Pages 464, Price Rs. 8

Sociological Review (London): “To the gencral student of cconomics this
treatment should be suggestive; indeed at its best it is oxemplary. This
book is of inicrest to us Westerns on its own merits of extensive knowledge
of us; as well us for its presentment of Indian outlooks beyond those
commonly curreont.”” (Prof. Patrick Geddes).

Technik und Wirtschaft (Berlin): ““A most highly substantial work of
the well known Indian scholar. * ** Clearly written, as well as rich in
dopendable materials for reference. * * * Of considerable use even to critical
Kuropean theorists and practical men. * * * The tochnical side of the latest
developments has also been plentifully exhibited.”” (Prof. Hashagen).

Bombay Chronicle: “Wec arcin full agrecment with the author’s diagnosis
of the disease and we approve of the prescription suggested. * * * S, divides
the population of ludia into cight groups and discussos with great ability
the methods to increase their respective incomes.”’

Searchlight (Patn2): “Perhaps a pioncer work *** bears oloquent
testimony to the deep and intelligent study of world movemonts in commerce,
cconomic logislation, industrialism and technical education,”’



THE POLITICAL PHILOSOPHIES SINCE 1905

Pages 404, Price Rs. 4

Prof. Ernest Barker (Cambridge, Oxford and London): <O genuine
service to students in directing their attention to the scope of literature
in our subject during the last quarter of a century. * * * | have found it
singularly usclul. What amazes me is the way in which you have kept
abreast of all the most recent literature and to master its contents. You
have put all who are interested in political philosophy under a great debt
and I am glad to acknowledge myself, as I do most sincerely, your
grateful debtor.”

Prof. L. T. Hobhouse (London): ‘“Itis quite a useful "book of reference
und the difficult problems of arrangement are skilfully handled.”’

Prof. 0. Spann (Vienna): ‘‘This cxtraordinarily comprchensive book
arrested my special attention. * * * A splendid performance.”’

Geopolitik (Berlin): ‘“This work is surely to be appreciated by many
because of its oxccllent analysis of Young Asia’s intellectual life and its
interpretations of Western political philosophy. * * * A complete man
fully equipped with all preparatory work und qualified not only to see,
touch and compile but also to penetrate, to cxamine and to feel stays behind the
work.”” (Prof. Haushofer).

Prof. Bougle (Paris): ‘‘A well-prepared survey calculated to render the
greatest services.”’

Prof. Sorokin (Harvard): ‘‘Valuable, infom and stimulating in many
ways.”’

COMPARATIVE BIRTH, DEATH
AND GROWTH-RATES:

A Study of the Nine Indian Provinces in the Background of Eur-American

and Japanese Vital Statistics (with nine charts). Price Re. 1

Prof. Joseph-Barthelemy (Paris), Member of the Institut de IFrance: *“The
learned exposition awakens the most living interest and confers the greatest
profit.”’

Louis J. Dublin, Statistician of the Metropolitan Life Insurance Co., New York:
«It is an extremely valuable and interesting statement.”

Prof. Jean-Brunhes (Paris): ‘‘This study is particularly useful tome and
is being signalized in the bibliography of the next edition of La ('cogruphie
Humaine.”

Prof. E. L. Bogart (lllinois): ‘It is packed with valuable and intercsting
facts. I am particularly interested in what you have to say about Europo.”

Prof. Andre Siegfried (Paris): This is a most fascinating and useful work
and I shall use it widely for the preparation of my lectures on geographical
cconomy at the Ecole des sciences politiques.’

*
N. M. Ray-Chowdhury & Co. Calcutta Oriental Book Agency,
11, College Square, Calcutta. 8, Panchanan Ghose Lane, Calcutta.

B. C. PAUL & CO. Chuckervertty Chatterjee & Co. Ltd.
12, Francis Joseph Sireet, Madras. 15, College Square, Calcutta.
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