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The Not-So-Quiet Crisis 
S K Nath 

Quiet Crisis in India by J P Lewis; Asia Publishing House, Bombay, 1964; pp xiv + 350, Price Rs 8.50. 

PROFESSOR John P Lewis consi-
ders India's development effort 

of fundamental importance to the U S A. 
and to the non-Communist coun
tries in general, for reasons which are 
familiar but nevertheless weighty. He 
also argues that the sixties are going 
to be crucial years in India's economic 
development because the performance 
in these years wi l l determine how 
soon India can approach the goal of 
more or less self-sustained growth 
and because India has now reached 
the cross-roads in her political history 
so that—though economic development 
is by no means the sole determinant 
of the political character of a society 
—the direction in which Indian poli
tics move during the sixties wi l l de
pend on how much material advance 
all sections of the community make in 
this decade. Lewis expresses the fact 
of India having reached a critical poli
tical phase concisely and convincingly 
as follows: 

"The conjunction of at least three 
problems—that of the succession to 
an 'indispensable' prime minister, 
that of an aging majority party, 
and that of regional, communal and 
factional divisiveness—means that 
the system wil l face a critical test 
before this decade is out." 

Economic Failures 
Since this book was written Pandit 

Nehru has passed away and, though 
the succession to the premiership has 
been fairly smooth, beneath all the 
loud promises and professions of hope, 
the apathy of the ruling groups has 
been increasing, just as the divisive 
attitudes have been gaining strength. 
The deterioration on the political front 
cannot be easily measured; but the 
deterioration of effort on the economic 
front is easily quantified. 

National income during the first 
three years of the current Plan grew 
at an average rate of 3.3 per cent 
per annum. Population has been rising 
annually at least by 2.2 per cent. The 
net result has been only a slight im
provement in recent years in the per 
capita income. The performance in 
agriculture has been the most disap
pointing; over the last three years 
over-all agricultural output has at best 

remained constant, while the output 
of foodgrains has actually declined 
over the last two years, Similarly, the 
production programmes in a number 
of manufacturing industries are seri
ously behind schedule. These failures 
have dramatically impressed them
selves on the mind of the public 
through the steep rise in the cost of 
living during the last two years. This 
is exemplified by the rise in the index 
of the wholesale prices of food arti
cles from 131.5 in August 1962 to 
138.6 in August 1963 and then to 
165.1 in August 1964. What was a 
quiet crisis when Lewis finished 
writing his book in October 1962 was 
soon to become a not-so-quiet crisis, 
heralded by the Chinese attack which 
soon followed. 

Justifiable Sense of Urgency 
Lewis' book, then, is written with a 

sense of urgency which is fully justi
fied. It is aimed at two distinct audi
ences; Americans and Indians. There
fore, there are some parts which do 
not appeal to art Indian reader because 
they provide the kind of information 
and discussion which an American 
needs; however, these parts arc not-
extensive and the book does suc
ceed in holding attention throughout. 
It is a lively book but analytically not 
very deep; nor does the author in
tend it to be. It is written to be read 
with interest and understanding by 
the layman, and admirably succeeds 
in its task. Of the recent books on 
the Indian economy written by out
siders, the one by Lewis is perhaps 
aimed at the widest audience. 

After discussing in his first chapter 
the importance of India and of the 
current decade in her history, Lewis 
proceeds in the next six chapters to 
explain and justify the broad strategy 
of Indian economic planning, to make 
some provocative suggestion for speci
fic changes in it, and give some useful 
comments on implementation. Lewis 
correctly explains that since India's 
foreign exchange earnings cannot be 
expected to increase sufficiently to 
enable her to import over the next 
few decades the greatly increasing 
amounts of machinery (and other pro
ducts of basic industries) that she is 

likely to need, she has to try and 
build on her own a large complex 
of basic industries now. Thus her 
(relatively) short term import, and 
consequently foreign assistance, re
quirements are great so that her long-
term import and foreign assistance re
quirements wi l l not be so great. 

He also has the merit of emphasis
ing that a large heavy industry pro
gramme is not incompatible with bring
ing about a revolution in agricultural 
practices; as he says, "...the two need 
not conflict to any serious extent 
since the scarce inputs they claim are 
largely dissimilar" , (original italics). 
And in some respects, e g, through 
fertilisers and pesticides, they are even 
complementary. Therefore, though he 
is rightly discontended with our agri
cultural performance, he does not ad
vocate less emphasis on heavy indus
try as a means of solving the agricul
tural problem. 

Better Talkers than Doers 

Almost at the beginning of his 
book, Lewis has the following pene
trating observation: 

"The Indians are better talkers than 
doers, better planners than execu
tors. Their very erudition means 
that they already have heard every
thing and tried very nearly every
thing, after a fashion. But too often 
the execution is half-hearted, inept, 
or bogged down in cross-purposes. 
As a result, there is a rapid dete
rioration of good policy ideas; they 
grow shabby before their time." 

Our sluggishness in implementation is 
indeed the main theme of this book; 
through all its discussions of our mult i 
farious economic problems (of agricul
ture, of employment, of exports and 
so on), one can always hear an echo 
of the basic theme that we are better 
talkers than doers. And this empha
sis is wholly justified. If the produc
tion plans of a number of our indus
tries are behind schedule, it is not 
because of the shortage of foreign ex
change; even where the necessary for
eign exchange has already been ar
ranged, construction is desperately 
slow: the same is true of our perfor
mance in agriculture and employment. 

1989 





A basic cause of all our failures is 
poor organisation. 

What shows up both as a symptom 
of our relative lack of concern for 
implementation and also works as one 
of the causes of indifferent implemen
tation is the lack of detailed year-to-
year phasing of our plans. The need 
for adequate phasing of our plans, in 
full knowledge of all the time lags 
between taking a decision and carry
ing it out (and coupled with efforts 
to minimize these time lags), was 
strongly emphasised by W B Reddaway 
when he came here to look at our 
planning methods. Lewis now adds his 
own arguments to Reddaway's, He 
rightly argues that the lack of ade
quate phasing in the Third Plan is 
"gravely inimical to its administrabi-
lity as an action progress..." If un
necessary delays are to be avoided, 
and if there is to be a ready and fre
quent checking of implementation of 
the plans, there has to be "a series 
of annual requirements and resources 
budgets". Even before Lewis finished 
writing his book, the Planning Com
mission had been having some sort of 
annual plans, but without any appa
rent improvement so tar in the per
formance of the Plan. 

Planning Backward 
It is a little surprising that Lewis 

should be advocating what he calls 
the "planning backward" approach, the 
essential idea of which is that in
stead of deducting the total amount 
of feasible investment and then decid
ing on its allocation, planning should 
start with targets of final (public and 
private) demand and then work back
wards to input requirements, by a re
iterative process balancing the required 
outputs and inputs over suitably 
chosen phases of time. This has been 
professedly the Indian practice, 
though its adoption may not be whole
hearted yet, 

Lewis also comments on the lack of 
executive power on the part of the 
Planning Commission. Its political in
fluence and the power to affect the 
implementation of its plans depend 
on the degree of enthusiasm the Prime 
Minister or the one or two other 
minister members happen to feel for 
the Plan. This is obviously unsatisfac
tory. But remedies are difficult to de
vise, and Lewis suggests none. As it 
is, the Planning Commission is being 
criticised for having become a little 
like a super-cabinet. The irony is that 
effective planning and implementation 
of economic development can only be 
done by a super-cabinet. But surely 

the responsibility of execution must 
grossly rest with the Government and 
could not be passed on to the Plann
ing Commission, 

Case for Rural Works 
Though Lewis remarks that the In

dian government suffers from "an un
employment neurosis" (the govern
ment of a country where currently 
there are about 12 million unemployed 
ought to have such a neurosis), he 
does largely appreciate the importance 
of greatly increasing employment op
portunities. He also rightly criticises 
the attitude which opposes all inno
vations that displace labour; but he 
fails to see that there are some labour-
saving innovations which do often need 
to be opposed. The difficult choice of 
multidimensional criteria on which to 
choose labour-saving innovations is 
not discussed by him. Lewis does, 
however, make a strong case for "a 
massive expansion of labour-intensive 
public works activity". Though the 
steep rise in most prices since this 
book was written must make one cau
tious about injecting a great deal of 
extra purchasing power into the eco
nomy, quick-maturing rural public 
works can achieve a lot given effective 
organisation. 

Lewis's comments on our agricultu
ral programme are most pertinent. He 
remarks on the low social status of 
agricultural officers, on the low pres
tige of the agricultural ministry at 
the Centre and in the States, and on 
the general neglect of agriculture in 
practice inspite of all the noises usu
ally made about it . His solution of the 
agricultural puzzle is to condition the 
Indian farmers to want more money 
income for more consumer goods 
which should be imaginatively dangled 
before them. He recommends close 
attention to the methods of retailing 
cheap consumer manufacture in the 
countryside. Since the "democratic" 
co-operative movement has failed, he 
suggests as an alternative service 
"co-operatives", run by an outsider, 
which "can be a vehicle for a vigorous 
extension of retailing—not only of 
farm implements, spare parts, supplies, 
and building materials, but of fabri
cated consumer goods—into the re
mote reaches of the rural economy". 
These service co-operatives could also 
provide credit and local warehousing 
facilities. These suggestions definitely 
seem worth a vigorous try on a small 
scale. 

Indian planning, according to the 
author, has tended to suffer from 
visualising a false rural-urban dicho-

tony. The aim, Lewis thinks ought 
to be a continuance of economic acti
vity from large cities through medium 
cities to villages. According to an esti
mate in the Third Plan, by the end of 
the Fifth Plan the share of farm 
labour in the total labour force wil l 
decline to 60 per cent from 70 per 
cent in 1961. Lewis argues that if all 
this new industrial labour is concen
trated in the large cities there will 
be serious housing and social problems. 
On the other hand, if most of the 
industrialisation takes place in medium 
cities (after the pattern of Ludhiana), 
then most of the new industrial work
ers can continue to live in their tra
ditional houses and daily travel to 
work. But what of the external eco
nomies which large cities with esta
blished industries tend to offer to new 
industry? Perhaps such external eco
nomies are also to be offered by the 
medium cities, or can relatively easily 
be developed there. In ail probability 
quite a lot of this new expansion will 
naturally go to medium and small 
cities. But Lewis' point is that there 
ought to be a deliberate encourage
ment of this. 

Location of Industry 
There can be no doubt that Lewis 

is here drawing attention to a largely 
neglected aspect of economic planning 
—namely the spatial distribution of in
dustry. Though we cannot afford to 
start preventing industry from expan
ding in large cities if that would run 
the risk of its not expanding any
where, it definitely is worth finding out 
what inducements wil l suffice to attract 
a great deal of new industry away 
from the largest cities. Therefore, we 
must welcome Lewis' suggestion for 
establishing a central analytical and 
research unit for such tasks as prepare 
ing "an inventory of town characteris
tics", undertaking "studies of the i n 
dustrial-scale and market-size implica
tions of technological choices", and so 
on. 

About the role of private enterprise 
in India, Lewis argues that whatever 
impression the pronouncements of the 
government on the subject night 
create, in practice the outlook for pri-
vate enterprise (both foreign and 
native) is attractive. About exports, a 
strong plea is made for the developed 
countries to adopt a more liberal a t t i 
tude towards exports (particularly of 
manufactures) from under-developed 
countries, and there are also some 
pages of useful advice on how to im
prove our export performance. The 
suggestions are not entirely novel, but 
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some recent vigorous action on simi
lar suggestions has produced impres
sive results. "The whole texture of 
operations" of the Indian development 
effort, however, Lewis finds "dis-
couragingly shoddy" and for the mo
ment,, the norm continues to be the 
one which: 

"any Western observer encounters 
in the course of transacting his 
personal business with the post 
office and with other minor official
dom and sees again and again in 
the loitering in government corri
dors, the untidiness of government 
offices the thoughtlessly round
about, time consuming administra
tive routines, and the massive re
dundancy of paperwork". 

U S Aid to India 

It is, however, the chapters review
ing American aid to India which are 
the most significant feature of the 
book. Lewis first surveys the era of 
cross-purposes. which began in 1951 
and came to an end in 1959. There 
are, however, still a number of impor
tant improvements to be made. In the 
process of suggesting them Lewis de
bates a number of important issues in 
international economic aid relation
ships. 

Starting from the premise that it 
would be unrealistic to expect the US 
Congress to channel much aid through 
multilateral (via the World Bank, etc) 
instead of bilateral arrangements, be
cause the aid giver naturally likes to 
retain some power of reviewing the 
use of the aid sanctioned by it , Lewis 
goes on to discuss how in the past the 
U S aid to India machinery suffered 
from too wide a diffusion of authority 
at both ends. The Agency of Inter
national Development (which was set 
up in 1961) he thinks, has largely re
moved this defect, though he would 
have liked A I D to have been pro
perly linked with the PL 480 program
me and the Export-Import Bank. 

The author then turns to a dis
cussion of tying of aid to projects. 
While scrupulously elaborating all the 
Indian arguments against it he re
mains largely unconvinced. The chief 
reason why he favours project-tied aid 
is that it is an excellent way of trans
mitting "meaningful technical assist
ance". This argument is considered 
particularly strong because Indian 
planners have a tendency to underesti
mate the amount of technical assistance 

we need. Lewis does recognise, how-
ever, that there is a large element of 
maintenance goods in our net import 
requirements; therefore, he is all for 
adequate provision for them but 
through "a major special assistance 
supplement that is non-project orient
ed." He would like the administration 
of this supplement to be largely in the 
hands of the American aid representa
tives in India. (Incidentally, one of the 
defects of the past, according to Lewis, 
has been inadequate delegation of 
authority to these local representatives 
who necessarily have better and more 
uptodate knowledge about Indian needs 
than the authorities in Washington). 

Before 1959 American aid to India 
was not tied to the country of origin. 
A l l other countries' aid was. But after 
that year, the balance of payments 
difficulties of the U S forced her to 
follow the example of other countries. 
Lewis argues that we ought to take 
kindly to this action in view of Amer
ica's balance of payments difficulties. 
However, he admits that the American 
producers' prices for capital goods have 
tended to be much higher than their 
competitors'. Moreover, he argues that 
tying aid both to specific projects and 
to the country of origin can some
times result in India having to buy the 
relevant capital goods from just one of 
two or three possible producers. He 
recommends that whenever such a 
monopoly situation results from double 
tying, the country of origin restriction 
ought to be waived. 

Against Long Commitments 

On India's desire for long-term com
mitment and "continuity" in aid, it is 
worth quoting Lewis at length: 

"The plea for greater continuity in 
the Indo-American aid effort, as 
well as the length of the obligations 
that have been incurred on indivi
dual multi-year projects, is in large 
measure the result of weak program
me phasing and inadequate inter-
government communications. As
sistance is solicited and received 
for many uses long before it is 
needed (and then stays earmarked 
and idle) while other unanticipated 
near-term foreign exchange needs 
keep turning up, creating minor 
crises, and generating new demands 
for more 'continuity' (that is, more 
idle balances). A more thorough and 
reliable year-by-year phasing of the 
project and non-project foreign ex
change requirements, extending at 

best three years into the future, 
would allow the United States aid-
rendering agencies to ration their 
currently available funds to uses 
with the highest time priorities and, 
at the same time, to ready their 
Congressional requests for where
withal to handle to next wave of 
requirements". 

Then there is the important issue of 
the form of aid, i e, the various kinds 
of grants and loans. Because of Con
gressional reasons, not all aid can be 
in the form of outright grants. The 
author prefers most 2 per cent forty 
and fifty years loans. 

Lewis' discussion of blocked rupee 
funds is among the most interesting 
parts of the book. These funds have 
been created by 'soft' dollar loans and 
PL 480 aid. Expenditure for develop
ment purposes of PL 480 rupees need 
not be inflationary, if it is properly 
timed with the sale of imported surplus 
food. But Lewis shows concern at the 
way these accumulated rupee funds are 
growing because a great portion of 
them is reserved for revolving fund 
use. By the end of the current Plan, 
U S rupee holdings in India are likely 
to aggregate Rs 800 to 900 crores; 
that would amount to about one-fifth 
of the total at that time in the coun
try of demand deposits and currency 
in circulation. He recommends that 
the U S must sanction the use of a 
much larger portion of their accumu
lated rupee as grants rather than loans 
to the Indian government. 

It is a pity that the Indian edition 
of the book was so long delayed. It 
deserves to be widely read in India, 
but coming out full two years later 
than the American edition it may miss 
the bus, which is a pity. Lewis is topi
cal, provocative and very readable. The 
timeliness of its apearance matters 
much, for Lewis did not set out to 
write immortal prose nor a book for all 
times. 
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