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Deceptive Abundance 
DI W A L I is the occasion for 

taking stock of the present 
so that one may get a glimpse into 
the future and draw such cheer as 
one can, in order to be able to 
enter in to the festive spirit of the 
celebration. Lakshmi, the Goddess 
of Prosperity, is very part ial in bes
towing her favours. W i l l she be 
k i n d to us in the year to come? 
Stock-taking is easier, and if one 
takes stocks literally, f rom all 
accounts, the situation is favourable 
indeed. There are signs and dark 
hints of abundance—dark, because 
abundance does not seem to please 
everybody. Stocks of cotton are 
likely to be plentiful . There was a 
large carry-over f rom the last sea
son and though Sardar Datar 
Singh's target may not be reached, 
the crop is expected to be quite 
good,' Of jute there is a sign of 
plenty. Tha t there are reports of 
nervousness in the Calcutta market 
is quite another story. Stocks of 
c lo th w i t h mills are believed to be 

mounting. Food stocks w i t h the 
Government are adequate and may 
prove more than adequate, if off
take remains as low as it is today. 
The sugar industry is groaning 
under the load of stocks. Carry
over this season has been larger 
than what it has been for many a 
year. 

These signs of returning abund
ance, however, have not brought 
cheer all round, so cussed is the 
economic system under which we 
live. Mil l -owners arc worried be
cause cloth has not been selling 
fast. The correspondent who con
tributes the Company Notes for 
this paper forecasts trouble for the 
textile industry. The trend theorist 
studying the stock market goes one 
better. He finds strong evidence of 
the resumption of the downward 
trend. Only the reviewer for oils 
and oilseeds market does not raise 
a scare because the wor ld supply 
situation in oils and fats has eased. 
What is one to make of these signs 

of returning abundance when 
abundance does not spell prosperity 
but causes disquiet in the minds of 
the people in the market? 

Of the primary determinants of 
the level of economic activity—the 
rate and direction of investment, 
the demand for exports and the 
course of the monsoons, the claim 
of primacy has never been satis
factorily solved. All three work at 
the same time along w i th a host 
of others—economic factors are 
always interdependent but all are 
not equally important at the same 
time. Some stride the scene like a 
Colossus while others flicker like 
shadows. Which of these are the 
independent and which the depend-
ent variables? Which are the ones 
that have the power to set up a 
chain of reactions? 

Whi le the question of primacy 
cannot be and has never been re
solved, there have been changing 
fashions in theory. But not the 
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formulation has been able to cover 
up ugly facts, when any happen to 
rear its head. Widespread failure 
of rainfall as distinct from local 
drought which leaves in its t ra in 
pockets of scarcity obtrude on the 
attention, crowding out for the t ime 
being, the operation of the factors 
on which attention is normally 
focussed for fol lowing the progress 
of the economy. Certain factors 
suddenly come into prominence - i t 
may be the threat of widespread 
food scarcity, rapid rise of prices, 
growing budget deficit or balance 
of payments crisis - t ha t arrests 
attention, demands an immediate 
solution and would brook no delay. 
Fal l ing demand appears at the 
moment a factor of this magnitude. 

The trend of prices which is 
such a good standby in most situ
ations and rarely fails as an ind i 
cator unfortunately does not give a 
very clear indication. True, the 
recession of last March has passed. 
The price index is again looking up 
but, by and large, it is rising food 
prices which has stayed the rot. 
There is l i t t le buoyancy in prices. 
Food prices in the wholesale index, 
it should be noted, do not contain 
prices in any of the centres when1 

food has become, dearer after the 
removal of food subsidy. May 
be, this rise is temporary and sea
sonal, being usual before the har
vests are gathered and the new 
crop comes to the market. The 
food situation in the country has 
changed dramatically, making it 
possible to relax control in many 
of the States. Those who feared 
that even a partial relaxation of 
control would precipitate a crisis 
and food prices would shoot up 
have been proved wrong. Though 
the food index has moved up. 
there has been no complaint of 
scarcity, On the contrary, the good 
man that he is, l ) r Punjabrao Desh-
m u k h , the new Minister for Agr i 
culture, has been going about tell
ing people that food is plentiful 
but people have not the money to 
buy i t . If this is the explanation 
for the adequate stocks, the Gov
ernment cannot be very easy in 
their own minds about the situ
ation. A n d if this be the expla
nation for the adequate stocks, the 
Government cannot be very easy 
in their own mind about the situ
ation. A n d if this be the. reason 
for the improvement in food situ
ation and for plentiful stocks, can 
it be the explanation for the i m 
provement in stocks of other 
commodities also, including cloth? 

the fear of inflat ion, has the 
country been plunged so soon into 
a situation where supplies are abun
dant because people have not got 
the money to buy? The price 
recession was at tr ibuted to a pay
ments crisis which is after a l l a 
passing affair, arising from the 
technical complexities of the market 
mechanism, therefore not affecting 
the bulk of the people. Traders 
have to pay for their over-trading. 
But that is a l l to the good. This 
was the spirit in which the Govern
ment and the Reserve Bank viewed 
the situation. They did not say 
it was a slump. The ' Finance 
Minister went farther and expressed 
"ratification that things had taken 
The tu rn they had. In his Annua l 
Report, the Governor of the Reserve 
Bank observed that the decline m 
price since the last quarter of 1951  
had not been significant. On the 
contrary the import surplus last year 
and the timely raising of the bank 
rate had created a favourable set
t ing for disinflation. The sign of 
improving stock position in various 
commodities which has made it 
possible to relax or remove controls 
may argue the success of the mone
tary discipline which makes all 
other controls unnecessary. Nut 
this cannot be the fully story, if the 
change has been brought about not 
by monetary pressure for l iquida
tion of stocks but by a gradual fall
ing off of effective demand, to 
counter which quite different mea
sures are necessary. While the 
Agriculture Minister laments that 
there is plenty of food and no 
huvers, the hard hearted Minister 
for Finance w i l l not relent. He is 
still hesitating about the volume of 
deficit spending that the economy 
wi l l be able to stand 

One can wel l imagine Pandit 
Nehru being to rn between his finan
cial advisers impressing upon h im 
the necessity for caution and people 
want ing jobs and the money to buy 
food, cloth and sugar, The tribe 
of hard hearted economists . w h o 
extol the virtues of monetary dis
cipline have not entirely disappear
ed yet. They are not perturbed 
by the appearance of unemploy
ment which may not yet figure in 
official statistics but is nevertheless 
rearing up its ugly head and forces 
itself on the attention of all dwellers 
in the. cities. They are all for a 
therapeutic dose of i t , which is 
believed to do no end of good. It 
makes people work harder to keep 
their jobs. A n d some reduction of 
the wrong type of employment, 

they maintain is not necessary 
socially harmful; 

Gloomy forebodings that appear-
ance of abundance may be decep
tive do not ignore the fact that 
industrial production has not only 
been maintained but appreciably 
improved. It is difficult to accept 
such evidence on its face value. 
This is for a number of reasons. 
T h e improvement in industrial pro
duction has been effected largely by 
better supply of raw materials, lack 
of which had retarded production 
earlier, and not by higher efficiency. 
So long as replacement of plant 
and machinery remains inadequate, 
higher production tends to run 
down future productive capacity. 
Even a rising trend of production 
in past months w i l l not, in such 
circumstances, survive a fall ing off 
in demand, of which disturbing 
evidence is provided by accumula
tion of stocks. Productivity in agri
culture has been steadily fal l ing, 
measured either by the yield pet 
acre or by the number of persons 
employed on the land. 

Monetary measures or budgetary 
policies are means to an end. We 
do not have large resources except 
in man power. It is the util iza
tion of man power over time and 
its distr ibution between different 
occupations which is the crucial test 
for the economy. Judged by this 
test, we are not going up. 

The race is against time in which 
the absolute volume of resources is 
secondary and quick redistribution 
of resources to ensure higher pro
ductivi ty is of the essence. Deve
lopment expenditure to secure this 
end must therefore be sancrosanct. 
If the present fal l ing trend of 
demand persists and falling money 
incomes are accentuated the prob
lem w i l l no longer be w h a t 
volume of deficit spending the eco
nomy can take in its stride but 
what development plans are ready 
to be taken up for execution quickly 
enough. 

In a situation call ing for a high 
measure of reflationary expenditure 
for development purposes a lack of 
co-operation between the Centre 
and the States is to be regretted as 
much as at. any other time, but it 
need not be the stumbling , block 
it would surely have been under 
different circumstances. If the pre
sent scale of planned expenditure 
is maintained as the target, the 
estimated deficit w i l l start growing 
the moment revenues cease to be 
buoyant. Of this also there are 
enough evidences but they need not 
be as disturbing, 

1044 

most sophisticated of theoretical 


