
September 30, 1950 Eight annas 

Subscriptions port free to 

India and Pakistan 

Twelve months-Twenty-four rupees 

Six months — Twelve rupees 

Volume Two Number 38 

FALLING PRODUCTIVITY 
TH A N K S to the good offices of the British Information Services, a 

summary of the Economic Survey of Asia and the Far East for 
1949 has been made available to the Press. A handsome complement 
to the good work done by the ECAFE which produced the survey— 
the United Nations' agency for these purposes—concludes this summary. 

But for the valuable exploratory work done by this agency, it goes 
on to say, it would have been impossible for the Commonwealth coun
tries to produce the plans for development which are now br ing dis
cussed in London, as a basis for a programme of development of South-
East Asia. The obvious implication is that there is no question, there
fore, of the London Conference by-passing the ECAFE. 

The survey which is largely the work of experts from these coun
tries stresses once again that the root cause of poverty and lower standard 
of living is low productivity and that outside assistance is not the 
primary need for overcoming it . 

China, India and Pakistan between them have roughly the same 
amount of cultivated land as Soviet Russia or the United Stated. They 
have, however, to support 2½ times more people. The scope for bring
ing new land under cultivation is l imited. K n o w n deposits of minerals 
compare unfavourably wi th the rest of the world and capital is scarce. 
On top of these, there is a great shortage of skill even in the basic 
industry of agriculture. 

The recovery of agriculture in these countries since the war has 
been slower than in other parts of the world. This has been partly 
due to political instability but only partly, for there are other factors 
as well. Ways have not been found yet for using savings from increased 
agricultural incomes to raise output, small-scale improvement schemes 
have been held up by lack of essential materials, long-term ones by 
fragmented landholdings, insecure tenancy conditions, lack of suitable 
credit facilities, poor marketing and low level of technical knowledge. 

The average output of each worker on the land or in factories 
in all these countries is less than 1/10th of the best achieved elsewhere. 
This is the main cause of the low standard of l iving and un t i l work 
by each man results in greater production, no change—social, polit ical 
or organisational-can do anything to eliminate hunger and hardship. 
Far from output per worker going up, the indications are to the c o n -
trary. The survey quotes a report by Sir Biren Mookerjee, the Chair
man of the Steel Corporation of Bengal, to the effect that production 
per worker in 1948-49 was 40 per cent, less than in 1942, But it is 
not only in India that productivity has been going down. 

Tha t prevailing circumstances account for the low and fall ing pro
ductivity is not overlooked. In agriculture, particularly in food pro
duction, this is ascribed to the chronic under-employrnent among rural 
workers, which is by no means confined to Ind ia alone. It is not brought 
out equally clearly, at least not in the summary, that unless present 
methods of cult ivation are be changed, not much surplus labour can 
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be taken off the fields, nor can 
supplementary industries be organ
ised to provide occupation to agri
culturists during their spare or idle 
time between crops, or between 
different operations in the cultiva
tion of the same crop. 

But apart from inadequate or 
worn-out capital equipment, what 
could account for the falling pro
ductivity of industrial workers has 
not been brought j u t . Is it the 
general effect of wretched l iv ing 
conditions — malnutrition, over-

IF the Commonwealth Ministers' 
Conference, now in session in 

London, succeeds in provoking 
Washington into action, it wi l l 
have achieved its main purpose. 
And, from Washington comes news 
that America is impressed wi th the 
need for . co-operating wi th the 
Common wealth for raising the 
standard of l iving in South and 
South-East Asia. Some time ago, 
Mr Gordon Gray was appointed by 
President Truman to advise h im on 
the problem of the world's dollar 
shortage after the expiry of Mar
shall A i d . Mr Gray has submitted 
an interim report which emphasises 
the need for continued dollar assist
ance. Besides continued dollar aid 
to Europe after the termination of 
Marshall A i d by the end of 1951, 
Mr Gray recommends assistance to 
under-developed areas like Asia, 
the Far East and the Middle East, 

Mr Gray's recommendations wi l l 
have to be endorsed by President 
Truman before the Administration 
puts forward a Hill seeking autho
rity to lend dollars to under-deve
loped areas. Some time must 
elapse before the Gray plan is tran
slated into practice. This scheme is 
expected to supplement, and not 
to replace, Point Four and the 
mutual aid plan now being formu
lated in London. Point Four and 
the mutual aid plan are aimed at 
technical assistance, while the six-
year development plan mooted at 
the London Conference and the 
Gray plan are aimed at enlisting 
some form of Marshal A i d to 
under-developed areas. 

crowding, i l l health, lack of educa
tion—which weaken the desire for 
and the abili ty to strive for a better 
life? There is a wholesome empha
sis, however, on those aspects of 
the problem which can be tackled 
with comparative ease in a short 
time, and without immense capital 
expenditure. This call for self-help 
which undoubtedly and obviously, 
is the only solution, nevertheless, 
sounds faintly ironical when it 
come.- not from the people them-
Rives but from international agen
cies. 

Consider, first, the £1,725 mi l 
lion six-year Commonwealth plan 
for raising the standard of l iving 
in South and South-East Asia. 
Available details indicate that ap
proximately a half of this amount 
will be provided by the countries 
concerned for internal expenditure, 
while the plan w i l l involve foreign 
assistance to the extent of the 
remainder. For all practical pur
poses, the Commonwealth develop
ment plan can succeed only if Br i 
tain undertakes to provide approxi
mately £910 million to this region 
in the corning six years. An 
annual investment of £150 million 
is not beyond Britain's capacity. 
Despite her obligations to Western 
Europe and her increased defence 
commitments, she may be reason
ably expected to undertake this 
responsibility. 

A clear examination of the prob
lem, however, reveals complications. 
From the blue-prints submitted by 
the countries in South and South-
East Asia, it is not quite clear whe
ther the estimate for external 
finance includes annual sterling 
releases by Bri ta in or in addition 
to their sterling disbursements. On 
the better assumption, it may not 
be possible for Britain to undertake 
even the modest responsibility of 
finding £150 million each year in 
addition to the normal, annual 
sterling releases to her creditors— 
the more" so, as additional rearma
ment may adversely affect her 
exporting capacity, 

Much is being talked about the 
non-dollar world's improved dollar 

position. True, the sterling area a 
gold and dollar resources have im
proved since devaluation. But 
relevant statistics indicate that B r i 
tain's trade relations wi th the 
sterling area have worsened, though 
her gold and dollar resources have 
increased. Before devaluation, B r i 
tain was running a dollar deficit 
but had a surplus wi th the sterling 
area. Devaluation has reversed 
the process. Bri tain is now enjoy
ing a dollar surplus, but is running 
a trade deficit wi th the sterling 
area. This is palpably reflected in 
the rapid growth in sterling balances 
in London in recent months. 

In real terms, the six-year Com
monwealth plan envisages fresh 
exports by Britain to the countries 
concerned to the annual value of 
£150 million over and above cur
rent exports plus the export needed 
to repay enhanced sterling releases 
demanded by her creditors. Alter
natively, Britain wi l l have to 
release more sterling for dollar 
convertibility to enable the coun
tries in South and South-East Asia 
to implement the development plan. 
This Britain is unable to under
take, despite the improvement in 
her gold and dollar position. Can 
she export more to the sterling 
area? That partly depends upon 
Britain 's import costs from the 
sterling area and, in fact, on her 
export prices. Britain's growing 
debt to the sterling area reflects 
the rapid increase in the prices of 
raw materials. Wi th the post-de
valuation rise in wages in the 
United States, Britain 's export 
prices compare favourably wi th that 
of America, though the latter still 
enjoys the advantage of prompt 
delivery. These are some of the 
complications involved in the six-
year Commonwealth plan for the 
development of South and South-
East Asia, involving external 
finance to the tune of £910 million.. 

To repeat, the Commonwealth 
plan, though encouraging, is inade
quate. It is widely accepted that 
the Commonwealth's efforts wi l l 
have to be supplemented by aid 
from the United States. This is 
when the Gray plan comes i n . 
Evidence accumulates that Wash
ington is gradually realising that 
global prosperity as well as world 
peace is indivisible; that, the pro
jection of a " Marshall Plan " to 
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