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"Our Post-War Commercial Policy" 
A Rejoinder 

I R E A D wi th great interest Mr . 
Y. S. Pandit 's article on 

" Our Post-War Commercial 
Policy " in the issue of your 
Journal dated the 9th September, 
1950. Every author has a right to 
his own opinions, and I personally 
respect those of Mr . Pandit. I 
must nevertheless record my reac
tions on reading h im. They relate 
mainly to points of detail, but 
there is a more deep-seated differ
ence. 

At many points in his article Mr . 
Pandit recognises that a very 
fundamental obstruction in the 
way of import and export controls 
working out their desired results 
was the lack of an efficient system 
of internal controls,—physical and 
indirect. No amount of export 
promotion short of total State trad
ing can succeed if the supply of 
export commodities is deficient and 
if their prices are continually on 
the increase, and out of parity wi th 
foreign prices. But time and again 
Mr. Pandit would forget this, and 
blame the commercial policy of the 
Government for failing to achieve 
what it was patently unsuitable for 
achieving. This is where 1 feel he 
has yielded to popular beliefs. 
Mr. Pandit should in fairness not 
blame the Government for failing 
to foresee difficulties months and 
years ahead. Which government 
in the world was able to in the 
difficult post-war years? A n d 
would our public agree to having 
clamped on them the whole para
phernalia of economic controls 
necessary to achieve even remotely 
some of the ideals of a controlled 
economy that Mr. Pandit adum
brates in some places? I am not 
t rying to justify the policies and 
actions of the Government, but it 
is necessary to record that the 
post-war world was a particularly 
difficult period to negotiate for any 
government. The de-control fiasco 
of late 1947 played havoc wi th our 
external trade and payments posi
t ion. Things were moving too fast 
to be continually caught up by 

bureaucratic governmental machi
nery. The physical damage of the 
war on the European continent 
and the Far-East turned out to be 
very much more serious than had 
earlier been expected. The severe 
winter of 1946-47 seriously affected 
the food supplies in many coun
tries and aggravated the general 
inflationary pressure all round. 
Added to these was the political 
uncertainty wi th in India's frontiers 
shortly after the war. Neither the 
old nor the new regime could really 
face the public wi th the candid 
confession that the latter should 
tone its expectation down since it 
could not possibly deliver the goods. 

I shall now tu rn to the points of 
detail. Even at the risk of being 
inelegant, I shall list them nume
rically. 

(1) The statement at the end of 
paragraph I that an index 
of the success of our war
time commercial policy is 
the large accumulation of 
sterling balance is not quite 
correct since a substantial 
part of this balance accrued 
as a result of the supply of 
goods and services to the 
Allied Governments within 
India's frontiers. 

(2) In paragraph 5 it is stated 
that the basic structure of 
export control remained un
changed even after important 
steps were taken to liberalise 
the export control. It is 
difficult to understand this 
since Mr. Pandit himself 
mentions that no less than 
250 articles including such 
important constituents of our 
exports as mica, raw and 
tanned hides and skins and 
tea had been decontrolled. 
Also the Government cannot 
be blamed if it did not fore
see the serious rise of prices 
in 1947 and 1948, and did 
not prepare the country for 
an eventual reappearance of 
a buyers' market. 

(3) The deterioration in the 
balance of payments in the 
first half of 1949 has been 
implicit ly ascribed as due to 
the failure of export promo
tion. This is not true. Mr . 
Pandit himself in the subse
quent paragraph records the 
findings of the Export Pro
motion Committee that the 
high level of Indian prices 
and the inferior quality of 
her articles were the main 
obstacles in the development 
of her export trade. Also 
the widening dollar gap was 
due in this period to an 
accelerated flow of imports 
compared with the rate 
towards the close of 1948. 

(4) The statistics presented in 
paragraph 13 relate obvi
ously to our exports to all 
areas. But the context seems 
to imply that they relate to 
the hard currency areas in 
particular. Statistics relating 
to exports to these areas 
would indicate the effects of 
devaluation more pointedly, 
although devaluation helped 
to increase our exports to 
soft currency areas as well 
in competition wi th exports 
to these markets from the 
hard currency areas which 
became more expensive after 
devaluation. 

(5) It is true as stated in para
graph 14 that the devalu
ation of the rupee was not 
adopted deliberately for sti
mulating exports, but a very 
important consideration in 
the minds of the Government 
in toeing the line along wi th 
other Commonwealth Coun
tries was that non-devalu
ation would have dealt a 
serious blow to our export 
prospects. 

(6) In paragraph 16 Mr. Pandit 
blames the Government for 
issuing import licences freely 
after the war for import ing 
goods from the U.S.A. al
though they were available 
in the sterling area. B u t 
the point is, were they avail
able in the sterling area? 
Indian traders were con
stantly complaining of the 
long delivery dates of British 
exporters. 
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(7) Further on, in paragraph. 16 
again he has stated that the 
indiscriminate issue of licences 
resulted in large and sudden 
imports which strained the 
country's foreign exchange 
resources. It has been one 
of the popular criticisms of 
the Government's import 
policy that it permitted the 
importation of large amounts 
of luxury and non-essential 
goods. There is considerable 
t ru th in this, but I feel it 
has been overdone. As 
compared wi th the pre-war 
composition of our trade, in 
the post-war years the signi
ficance of raw materials and 
various producers' goods in 
our imports was greatly in 
creased. In this connection, 
reference may be made to 
an interesting classification of 
imports worked out in the 
report of the Fiscal Commis
sion. Further, authoritative 
circles recognise that the 
supply of essential goods was 
stil l short in the leading 
manufacturing countries of 
the world. The import of 
consumer goods has a more 
immediate anti- inflationary 
impact than the import of 
capital goods. In circum
stances where the Govern
ment are unable to effectively 
control the flow of purchas
ing power, the increased 
supply of consumer goods is 
a recognised method to fight 
inflation. The Government, 
no doubt, used this line of 
least resistance rather clum
sily, but they nevertheless 
were on the right track as a 
short term expedient. 

(8) In paragraph 20 it is stated 
that the restrictive import 
policy adopted during the 
12 months ended in June 
1948, helped in easing the 
balance of payments w i th 
the hard currency countries. 
The improvement in the 
balance of payments was, 
however, equally due to the 
increased exports to the hard 
currency area. Half-yearly 
data are not available, but 
exports to the hard currency 
countries in the two calendar 
years 1947 and 1948 were 
Rs, 119 and Rs. 140 crores 
respectively. 

(9) Mr. Pandit 's judgment on the 
working of bilateral agree
ments in paragraph 23 is 
ha:ty. Increased imports 
from the agreement coun
tries is not by itself to be 
condemned—it was actually 
one of the purposes bought 
after. Secondly, the statis
tics relating to the total trade 
wi th the agreement countries 
is not always significant 
since in important cases the 
agreements covered only a 
selected list of commodities 
laid down in appropriate 
schedules. Thi rd ly , compar
ison wi th the year ended 
March 1949 is not strictly 
valid because of the presence 
of numerous disturbing fac

tors both before and after 
that year. 

(10) Mr . Pandit, astonishingly 
though, does not list the 
Partition of the country in 
1947 as involving one of the 
most serious structural chan
ges in our balance of pay
ments. 

(11) Lastly, it is surely not true 
that " the general atmosphere 
of uncertainty . . .. had been 
the main obstacle in the way 
of India's Economic pro-
gress during the post-war 
p e r i o d " (italics mine). The 
sheer lack of plant and equip
ment and trained labour 
deserve at least a mention, 

" B a r u m " 
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