
VOL. I , NO. 15. 9th April. 1949 PRICE: Ans. 8. 

CONTENTS 

E D I T O R I A L 

The B r i t i s h Budget 

Fore ign Technicians, Yes 

— B u t No Foreign Capi ta l 

WEEKLY NOTES 

OFF THE RECORD 

L i g h t on B r o k e n Columns 

F R O M T H E L O N D O N E N D 

Common weal th Membersh ip 

— A n t i d o t e to Communism 

S P E C I A L A R T I C L E S 

The Saving-Investment Riddle 

—S. B. Rangnekar 

The F u t u r e Pat tern of O u r 

Indus t r i a l Development 

— D . S . Chouhan 

The Sales Tax : A Russian Ana logy 

—Prof. D. Ghosh 

M A R K E T S U R V E Y 

D e m a n d for Money Passed its Peak 

Steels H i t N e w L o w — B y "Searchl ight" 

Fo r thcoming Cot ton Conference 

S T A T I S T I C A L S U M M A R Y 

Page 

1-2 

5-6 

7-8 

9-10 

10-12 

13-16 

4 

17 

18-19 

20-21 

22-23 

A l l communications and contributions to be addressed 
to the Editor, "The Economic Weekly", 13-15, Tamarind 
Lane, Fort, Bombay Telephone 34843. 

MSS should be typed double spaced, on one side of the 
paper only; a stamped and addressed cover should be 
enclosed for return of contributions not accepted for 
publication. 

Subscription rates: One year, Rs. 24; Six months, Rs. 12 
Post Free for India and Pakistan. 

REGD NO. B. 5489 

THE BRITISH BUDGET 
TO appreciate me recent shift in ' f ixat ion in 

B r i t a i n , it is necessary to realise the basic assump­

tions of socialist economy. As long as "al l the 

nat ional act ivi t ies w h i c h we (the B r i t i s h ) regard 

as of importance ," are to be maintained there can 

be no appreciable reduct ion in public expendi ture . 

At the moment, the Government are t ak ing 

for ty per cent of the national income through taxa­

t ion. Because the Government are taking eight 

shi l l ings in the pound as taxat ion, it does not neces­

sari ly fo l low that the nation has that much less to 

invest. What the Government take f rom the 

people, they spend for the public. To the extent 

that publ ic revenue and expenditure merely involve 

tranfer payments, the accounts are self-balancing 

items. 

Even so, it is significant that a socialist Chan­

cellor has been forced to admit that there is no room 

for any major re -d is t r ibut ion of income th rough 

taxat ion. In the context of capitalist economy, 

direct taxat ion of incomes and profits has definite 

l imi t s . In socialist B r i t a i n , this inescapable fact is 

increasingly being realised. A n d the Br i t i sh budget 

is an inevi table consequence of this phenomenon, 

More d is turb ing , though not unexpected, is the 

other equally significant fact that yields from di rec t 

taxat ion are suffering f rom the law of d imin i sh ing 

re turns . Even w i t h eight shill ings in the pound, p ro­

ceeds f r o m direct t axa t ion may appreciably sh r ink 

by 1951-52, if not by 1950-51. S i r Stafford's budget is 

a significant reminder that, this is wha t is to be ex­

pected in a capitalist economy. 



On the assumpt ion that p u b l i c 
e x p e n d i t u r e does no t admi t of any 
m a t e r i a l r educ t ion , A u t h o r i t y has 
to r e l y on i n d i r e c t t axa t ion , once 
d i r ec t taxes reach the sa tu ra t ion 
poin t . Th i s also is not a new 
phenomenon. B u t , w h a t i s new, 
is a s ignif icant r e m i n d e r t ha t 
the t r a d i t i o n a l sources o f i n ­
d i r ec t t a x a t i o n are a lso s h o w i n g 
symptoms of the "disease" of 
d i m i n i s h i n g re tu rns . Tha t i s w h y 
S i r Stafford has t aken a penny a 
p i n t off the beer d u t y , a l t h o u g h 
r educed duties on w i n e are a i m ­
ed a t he lp ing the l i q u o r t rade in 
France in fu r the rance of the 
O E E C plans. 

Is th is the f i rs t , fa in t , i n d i c a t i o n 
of the a l a r m i n g fact that , in a 
capi ta l is t economy, even i n d i r e c t 
t a x a t i o n has def ini te l imi t s? T h i s 
has no t ye t created a major p ro ­
b lem. John S m i t h m a y be con­
suming less beer n o w than he 
used to do in the El izabe than 
days, b u t he has c u l t i v a t e d o ther 
habits . He occasional ly bets on 
horses, is fond of dog-rac ing and 
is m a d about foo tba l l pools. 

Those w h o are used to ge t t i ng 
u p the p u l p i t m a y f r o w n u p o n 
these habits , b u t even an austere 
Chance l lo r mus t feel satisfied that , 
as long as he can fa t ten on these 
acqu i red habi ts of the publ ic , he 
can go on p l a n n i n g for the esta­
b l i shment of a w e l f a r e state. 
T r u e . B u t a f u tu r e Chance l lo r 
of the Exchequer m a y not have 
th is satisfaction ten years hence. 

B u t this is a digression. To 
r eve r t to the topic, the Chance l lo r 
can, for some years yet , r e ly on 
possible n e w sources of i nd i r ec t 
t axa t i on to m a i n t a i n expend i tu r e 
at c u r r e n t levels. M e a n w h i l e , 
there is another source of ind i r ec t 
t axa t ion w h i c h can be u t i l i sed . 
I t has the add i t i ona l advantage 
tha t i t can p a r t i a l l y reduce ex­
pend i tu re . 

Even school g i r l s k n o w tha t 
subsidies can obscure bu t cannot 
p e r m a n e n t l y insulate the economy 
against, i n f l a t ion . Subsidies have 
g r o w n to massive p ropor t ions in 
B r i t a i n because of the G o v e r n -
rnent's de t e rmina t i on to make the 
necessities of l i f e avai lable to the 

c o m m o n m a n a t pr ices w h i c h he 
can pay, besides the G o v e r n ­
ment ' s i n t e n t i o n to stabilise wages 
at a cer ta in l eve l . 

Las t year, S i r S ta f ford Cr ipps 
l e v i e d a "once - fo r -a l l " special 
c o n t r i b u t i o n o n the r i che r i n d i v i ­
duals as an a l t e rna t ive to cap i ta l 
l evy . Th i s the Chance l lo r d i d i n 
response to the wage-earners ' 
demand tha t they w o u l d accept 
wage s tabi l i sa t ion on ly i f prof i ts , 
too, we re s tabi l ised. As the p r o ­
cess of m u l c t i n g the coupon c l i p ­
per has gone the far thest possible 
l i m i t , the t i m e has now come for 
the wage-earner to share his por ­
t i on of the budget . 

L o w e r subsidies proposed by 
S i r Stafford mean an increase of 
.£35 m i l l i o n in ind i rec t t axa t ion . 
As the increase in wages in 1948 
has exceeded the r ise in r e t a i l 
prices, the h igher food prices con­
sequent u p o n p a r t i a l l i f t i n g o f 
subsidies, m a y not w a r r a n t a de­
m a n d for h ighe r wages. M o r e 
probable i t i s tha t consumpt ion 
w i l l dec l ine ,—lower subsidies act­
i ng as r a t i o n i n g t h r o u g h prices. 

FOREIGN TECHNICIANS, YES 
—BUT NO FOREIGN CAPITAL 

T h r o u g h o u t the w a r years, m i l ­
l ions d ied , m i l l i o n s m o r e s tarved 
i n this c o u n t r y . T h a t was h o w 
I n d i a amassed huge fo re ign assets, 
and became a c r ed i to r c o u n t r y . 
O u r s t e r l ing balances represent 
o u r savings; these balances are 
the obverse side of the bank 
deposits w h i c h have m o u n t e d up 
d u r i n g the w a r . I n d i a pa id too 
h i g h a p r i ce fo r a c c u m u l a t i n g 
these savings. M u c h more de­
press ing is the poss ib i l i ty t ha t 
I n d i a i s n o w be ing asked to s t in t 

herself once again to ensure to­
m o r r o w ' s j a m . 

On behal f of the G o v e r n m e n t of 
Ind ia , the P r i m e M i n i s t e r has 
issued an i n v i t a t i o n to fore ign 
capi ta l to p lay "a cons t ruc t ive and 
co-operat ive ro le in the develop­
m e n t o f Ind ia ' s economy". T h i s 
welcome to fore ign business 
interests is based on the assump­
t i o n tha t "ou r na t iona l savings 
w i l l no t b e enough fo r the r a p i d 
deve lopment of the c o u n t r y on 

the scale we w i s h . " 

W h e t h e r or not the rate of capi­
t a l f o r m a t i o n i n I n d i a i n the post­
w a r years is adequate, is a 
theoret ica l p r o b l e m w h i c h mus t 
r ema in unanswered and indeter­
mina te in the absence of re levant 
data. T h i s ques t ion is i n t i m a t e l y 
b o u n d u p w i t h the c u r r e n t l eve l 
of i nves tmen t a c t i v i t y . The re 
are va r ious reasons w h y the 
t empo of business a c t i v i t y is no t 
as i t shou ld be. B u t the l ack of 
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