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ONE of the important economic 
problems which is exercising 

the minds of the statesmen, indus
trialists and economists all over the 
wor ld today is that of foreign in
vestments. For improving the 
standard of l iv ing in under-deve
loped areas, which account for an 
overwhelming proportion of the 
world's population, it is necessary to 
have an enormous volume of foreign 
capital. For various reasons the 
flow of external capital to these 
areas has, however, been on a mea
gre stale. Because, of the general 
atmosphere of instability and the 
conditions of uncertainty which pre
vai l in the South-East Asia, the M i d 
dle East, Africa, etc., foreign capi
tal is anxious to secure guarantees 
of various types such as payment of 
compensation in case of nationalisa
t ion, facilities for the remittance of 
profits and capital and freedom 
from discrimination. 

There does not appear to be any
thing extraordinary in the desire of 
foreign capital to secure guarantees 
of this kind, before engaging itself 
in productive activities in regions 
which are in the process of quick 
polit ical and economic. changes. 
Particularly, so far as India is con
cerned, the basis of her economic 
development was laid on guarantees 
which safeguard foreign capital even 
against commercial risks. For in
stance, the investment of British 
capital in India which began in 
1840's, and which was largely res
ponsible for bui lding up a network 
of railways in this country, was bas
ed on a system of guarantee in re
gard to rate of interest, foreign ex
change and compensation. Invest
ment in Empire, presents a v ivid 
account of the struggle waged by 
the interests sponsoring the estab
lishment of railways in Ind ia for 
securing this guarantee. Against 
t in ' background of the general eco
nomic and political conditions in 
Ind ia arid the UK in 1830'', when 
the Industr ial Revolution was com
plete, and the British people had 
started in search of new markets lor 
their finished goods and for reliable 
sources of raw materials, like cot
ton, for their industries, Mr Daniel 
Thorne r depicts in an engaging 

style the charts made for the open
ing of regular shipping services be
tween the UK and Ind ia and for 
starting the development of rai l 
ways in the latter. Rivalries be
tween Bombay and Calcutta for 
shipping services, formation of dif
ferent groups in the UK and Ind ia 
for opening up the Ind ian empire 
by means of railways, the luke-warm 
support, which the proposals made 
by these groups received from the 
East India Company and the Board 
of Directors in the ini t ia l stage, the 
gradual change in the attitude of 
the Directors of the Company un
der pressure from both their officers 
in India and the British business 
interests and the ultimate signing of 
the first Agreement in March 1849 
between the East India Company 
and the E I R and the GlP have 
been described w i t h a wealth of 
detail. 

The guaranteed interest railway 
contract, which Mr Thorner des
cribes as ' private enterprise; at pub
lic r i sk ' contained 27 clauses and 
related to the raising and expendi
ture of capital, construction, opera
tion and traffic charges, division of 
net receipts and terms for eventual 
transfer of the railways to the Gov
ernment of India . For permanent 
way, workshops, etc the railways 
were to be given the land they re
quired, under a 99-year lease, free 
of charge. They were in addition 
guaranteed an interest of 5 per cent 
on their capital. Provisions regard
ing the transfer of railways to Gov
ernment, in effect, ensured repay
ment to the companies of all their 
capital and unspent balances. A l l 
these clauses were incorporated in 
the subsequent contracts, which the 
East Ind ia Company made, wi th the 
other railway companies between 
1853 and 1869, the period dur ing 
which the major trunk lines were 
bui l t . 

Mr Thorner makes a brief but 
critical assessment of the. terms of 
guarantee accorded to the E I R and 
the G I P in M a r c h , 1849. The gene
ral trend of his observations sug
gests that the East I n d i a Company 
was made to yield to these' terms 
under pressure f rom British business 

and the advocates of laissez faire. 
In some respects, such as the r ight 
of the companies to get back the 
whole- of their capital in case the 
railways failed to earn profits, the 
companies got more than what they 
had asked for. " The . . . privilege 
was so extraordinary, if not unpre
cedented, that not even Sir George 
Larpent in his most exuberant mood 
had ever asked for it ". Incidental
ly , Mr Thorner also takes a subtle 
d ig at the Manchester School wh ich 
supported the railway companies in 
their demand for a guarantee. He 
says; ' ' It is significant that manu
facturers and Members of Parlia
ment from Manchester, the heart 
of laissez faire in Br i ta in , were 
among the leading advocates of gov
ernmental intervention to under
wri te railways for India . In effect, 
the demand for ' ' private enter
prise " in the making of India's ra i l 
ways marched hand in hand w i t h 
the struggle for sweeping public aid. 
This apparent paradox lends force 
to the contention of J. Bartlet Breb-
ner that laissez faire in mid-nine
teenth century Britain was essen
tially a m y t h - in the sense of a 
slogan or war cry employed by new 
forms of enterprise in their polit ico-
economical war against the landed 
oligarchy ' ". 

On the whole, Investment in 
Empire is a piece of historical re
search of a high quality and not
withstanding the details wi th which 
it. is crammed is externally readable. 
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