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to enable the Government to ensure 
min imum food requirements of the 
hungry millions. lt is a sad reflec
tion on Cabinet Ministers that they 
are' so' out of touch wi th the 
people's sentiments that they have 
forgotten to strike the right chord. 

That much about the new Food 
Minister's propaganda technique. 
If his propaganda tactics are bad, 
his economics is worse still . M r . 
Munshi has repeated the parrot 
cry of his predecessor that India's 
food deficit is below ten per cent. 

i t may be that India's internal 
production is not far short of ten 
per cent, of the Government's obl i
gations under rationing. But the 
country's food requirements arc 
much in excess of the Government's 
needs to keep the control going. 
Empty stomachs are the only com
modities that are alarmingly plenti
ful in this poverty-stricken land of 
the Food Minister. To enable the 
hungry millions to secure their bare 
min imum of food requirements, 
production w i l l have to be raised 
manifold. 

It is doubtful whether India can 
attain the food target by the end 
of 1951. It is much more doubt
ful whether divided India can 
achieve the food target and simul
taneously strive for self-sufficiency 
in jute and cotton in the near or 
near-distant future. Why, besides, 
harp on this illogical policy of agri
cultural autarky? If India does not 
buy cotton from Pakistan or import 
rice from Burma, Thailand and 
Indo-China, she cannot expect her 
south and south-east Asian neigh
bours to purchase cloth, coal, ce
ment and steel from her. 

To stress this elementary econo
mic fact is not to suggest that efforts 
to raise production of food, cotton 
and jute should be abandoned, but 
to appeal to the Government to 
make a beginning of planned agri
cultural development in the con
text of physical limitations of t run
cated India . 

On a closer examination of the 
problem, M r . Munshi may well 
come to the conclusion that pol i 
tical as well as economic strategy 
demands that top most priority 
should be, given to maximising jute 
cultivation. Some time, some day, 
Chittagong w i l l be a major port. 
Some time, some day, Pakistan w i l l 
have jute mills. In the meanwhile, 

jute output in Ind i a must be raised 
to enable the industry to maintain 
production, employment and ex
ports. India's monopoly in the 
golden fibre is under a serious 
threat. That threat must and w i l l 
have to be met to ensure India's 
industrial future. 

Cotton is the other crucial raw 
material of industry which is in 
short supply. There is a case for 
stimulating internal production of 
raw cotton to ensure supplies of raw 
material to an industry which is the 
largest single employer of men and 
earner of foreign exchange. It may 
be a wiser policy to encourage in
ternal production of critical raw 
material of industry so as to en
hance industrial production. Higher 
industrial output may lead to a fall 
in the prices of goods the farmer 

Prodigal's Favourites And 

Now Miser's Pensioners 
P R l V A T E enterprise is very 

much handicapped in the 
study of public finance in this 
country for the simple reason that 
for getting a complete picture of 
the situation, one must get all the 
state budgets together, and it is 
very difficult to get them together 
unt i l long after the financial year 
has begun. And it is not enough 
to get the State budgets together. 
No uniform method is followed by 
the States in drawing up their 
budgets. The heads are not always 
comparable or additive items. 
Hence, to get a complete picture, 
one has to solve a jigsaw puzzle. 
Dr. N. A. Sharma has been able to 
do it fairly early this year in his 
article on "Budgetary Position of the 
States" in the Reserve Bank of 
India bulletin for A p r i l last. This 
comprehensive study, very com
petently executed, w i l l repay a 
careful perusal. 

When the State budgets were 
coming out one by one, the gene
ral line taken by them appeared to 
be that though the Centre had be
come very tight-fisted, and steeled 
its heart against grants, aids and 
loans, w i t h the firm resolve of 
balancing, as nearly as possible, 
both its revenue and capital bud
gets, the States refused to be cowed 
down. On the contrary, they put 
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needs, thus offering him the r ight 
incentive to raise agricultural pro
duction. 

It is, perhaps, possible to be self-
sufficient in jute or in cotton or in 
jute and cotton. But there is not 
the least shadow of a doubt that it 
is impossible to attain simultaneous 
self-sufficiency in foodgrains and in 
jute and in cotton. In the latest 
communique on cotton policy issu
ed by the Minis try of Industry and 
Supply, there was some indication 
that the. Government had made the 
realistic choice in favour of cash 
crops. M r . K. M. Munshi's re
peated insistence in Bombay about 
the triune goal of self-sufficiency 
in food, jute and in cotton is a 
poignant reminder of New Delhi's 
fondness for r iding hobby horses. 

up a bold front and were as deter
mined not to cut down their deve
lopment expenditure and appeared 
to be going full steam ahead w i th 
their various development pro
grammes. And yet, wi th a few 
minor exceptions, the States d id 
not impose any new taxes this year. 
How could they then resist the axe, 
maintain such a bold front, and 
yet claim, as many of their Finance 
Ministers did, that they had balan
ced their budgets, except by draw
ing on their cash balances? 

This is exactly what they pro
pose to do. The nine States in 
cluded in the Part A, Schedule I 
of the Constitution of India , taken 
together, have withdrawn from 
cash balances, Rs. 45 crores to 
cover the gap between their dis
bursements and receipts on capital 
account for 1950-51. 'This is a 
much heavier withdrawal than 
that contemplated by the Central 
Government itself, which expects 
to derive only Rs. 17 crores from 
this source. 

But this is not al l . The State 
budgets have, taken a credit for 
Rs. 60 crores by way of Central 
loan, whereas the Centre has pro
vided for Rs. 35 crores under this 
head. If the short fall of Rs. 25 
crores under advance from the 
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Centre is allowed for, the deficit 
w i l l be increased pro tanto. 

Indeed, the picture that Dr . 
Sharma draws is highly disturbing. 
It highlights the complete lack of 
co-ordination between the Centre 
and the States in the matter of bud
getary policies. If the States insist 
on going their own way, where w i l l 
it end? 

True enough, the States may 
eventually be compelled to toe the 
line, because if the Centre is f irm 
enough, they wi l l not have the re
sources to indulge in their own 
whims and fancies for long. This is 
the general direction of Dr . 
Sharma's findings. He does not think 
that there is much scope left for 
further taxation in the States, and 
when the restrictions on the sales 
tax imposed under the Constitution 
become operative in the next finan
cial year, the revenue from this 
source available to the States wi l l be 
considerably curtailed. On the top 
of this, if the Local Finance En
quiry Committer recommends a 
larger share of specified taxes or 
grants-in-aid from Slate revenues 
for local bodies, as seems highly 
likely, the situation wi l l grow much 
worse. 

From whichever end. therefore, 
one may look at it . economy in ex
penditure w i l l remain the key to the 
future. For, when the Finance Com
mission is set up, it w i l l have to 
consider whether and to what ex
tent each State has utilised its exist
ing taxation possibilities, and it wi l l 
also have to consider to what ex
tent it has exercised due economies 
in expenditure before determining 
what share of the net proceeds of 
income tax or Central excise should 
accrue to i t . The grants from the 
Consolidated Fund to be recom
mended to the States wi l l also be 
strictly subject to these considera
tions. 

There is only one point, however, 
on which Dr. Sharma may be sus
pected of over-statement. This is in 
his assumption that the scope for 
further taxation in the States has 
already been exhausted. W i t h tax
ation on agricultural incomes taken 
up only very perfunctorily in five 
out of the nine States under review, 
this conclusion cannot be accepted 
without demur. There are, however, 
obvious limits to pushing taxation 
on agricultural incomes to any great 
length and in the near future under 
the existing political set up. It is 

also probable that in case the sys
tems of land tenure are entirely re
orientated, few of the big slabs of 
agricultural incomes w i l l remain to 
be taxed for long. Thus this caveat 
does not detract substantially from 
Dr . Sharma's conclusions. 

There is another point also on 
which some may find it difficult to 
agree with Dr. Sharma who has 
assumed throughout that reduction 
in public expenditure is necessarily 
called for in the present situation. 
At least this is the policy of the 
Central Government, and it is a 
valid criterion to apply to the State 
budgets if we accept the principle 
of Central direction and unity in 
our financial polities. For the eco
nomic life of the country is one 
whole, though various agencies may 

Letter to the Editor 

Sarvodaya And Planning 
K. Mitra 

Research Department, A.-I .C.C. 

l H A V E read wi th interest your 
editorial on the Cabinet Re

shuffle, it has taken my breath away 
completely. May I put to you only 
one question, quoting your own 
words: " To which star is your 
wagon hitched? " 

You have referred in this article 
to the Conference of Chief Minis
ters and Presidents of the Provincial 
Congress Committees and have 
roundly said: 

"There was nothing in these 
resolutions to suggest that their 
sponsors ever suspected what a 
comie situation they were creat
ing in asking for planning and 
supporting a policy, in the same 
breath, which leans more and 
more on private enterprise to lift 
the country from the economic 
morass in which it has sunk. Nor 
did they see the joke in demand
ing planning while still paying lip 
sympathy to the ideal of Sarvo
daya." 
May I suggest because in the 

drafting of the Sarvodaya Plan and 
the Memorandum of the Congress 
Economic Planning Sub-committee 
and the resolutions of the Planning 
Conference I had a large hand-
that there is no conflict between 
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act on it at different points. But is 
the criterion itself above criticism? 
Since savings and capital formation 
in the private sector has declined 
very greatly, if not to a dangerous 
extent, the case can certainly be 
made out for keeping up, if not in
creasing, public expenditure on ca
pital projects and developmental 
programmes. But that is altogether 
a different story, 

A disturbing picture, indeed, but 
realistic enough, and it is realism 
which pays in the long run in pub
lic finance as in other fields of eco
nomies. Dr. Sharma has done a 
good job of it in bringing all the 
loose ends together. A fuller dis
cussion of his findings, however, 
has necessarily to he postponed for 
a future occasion. 

the Sarvodaya Plan and the Imme
diate Programme which has just 
been adopted? besides, we have not 
accepted the policy of removing all 
controls. In fact, in your Delhi 
letter on page 462 on Sagur and in 
Around the Markets page 463 re
garding cotton textile, it has been 
admitted that though some Con
gress leaders seem to be in favour 
of abolition of controls, the Confer
ence suggested that controls on non
essential commidities alone should 
be removed. 

If you kindly refer to our Memo
randum on page 27, you wi l l find 
that the Congress Planning Sub
committee examining the question 
of controls concluded: "to review 
the controls with a view to l i f t ing 
them in a planned manner so that 
the individual can get as much free
dom as is consistent w i th the inter
ests of the community and the de
mand of the planned economy." 

If you go further down you wi l l 
find we have not tilted towards 
Iaisse: faire economy. 

As regards the programme's sym
pathy wi th the Sarvodaya ideal, 1 
can only submit that it would be 
difficult to go in for completely 


