UTHIEQ INAtions ANauons unies-

ECONOMIC CONSEIL ~ coins
ECONOMIQUE ;iiic™" rotren

SOCIAL COUNCIL ET SOCIAL

TCONOMIC RECCNSTRUCTION OF DEVASTATED AREAS

WORKING GROUP FOR ASIA AND THE FAR EAST

Backpground material nrepared in ths United Nations
Secretaricst for sutmission to the Working Group
for Asia and the Far Ezst of the Temporary
Sub=-Commigsion on Econamic Reconstruction of
Devastated Areas at its meeting at Lake Success on
14 February 1947.
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INDIA
I. TIiPACT OF WAR AND EXTENT OF RECOVERY

l. Introduction

Althoush World VWer II only directly touched Indian soil in the
northeastc corner anc¢ involved scveral east coast cities in comparatively
minor eir aids, India emergzed from the war with greater damage and loss
to her menjower and resources and with her economy more disrupted than
many countiries whose territory had actually figured in the fighting or
been occupied by the enemy. Whlle on the jositive side the supply
problems Tlowing ouv of the war actsd as a nowerful stimulus to the
develoyuenv of a whole series of lmportant new industries, the
war-procduccd stresces and strains on the Indian economy acted as a
braks on their expjencion so that they only suyplied a fraction of the
country's &lmost lindtless needs, Eowever, with Japan.eliminatad for
the oresent as a uaajor factor in the economy of the Far Eest, India,
notwithstanding, its underdevelopment, 1s now the most important
industrinl country in the area and must be reckoned with in any plans
fop oronciruction and long term economic development in the
Par Losc,

2. Jiving Conditions of the . eople and Manpower

The alter-ef’ects of the impact of war on India are as huge as
the couat. 's dimensions and population. The total area amounts to
1,581,410 oquare miles. This figure includss 865,446 square miles
for Britvich India and 715,904 square miles for the Indian States
and Agzeacies., The population of all-India at the last census

(1 Marsh 1¢41) totallec 388,997,955 of whick cbout three-fourths were in

/British
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British_India and one-fourth in the Indian States and Agencies, With
a ;earl; increase at the rete of 5 million, it is now estimated that
the populetion exceeds 400 millions, (Direct war losses in killed and
misging emounted to 35,000),

 Predaminantly an agricultural country, 89 vercent of the total
population live in rural areas, in about 700,000 villages. Urbanization,
brou-ht ebout largely throuch industrialization, has moved slowly, the
percentage ‘Increase of urban population to the total only amounting to
3.5 pexrcent in the last fifty years, Indie has only 23 cities with a
population of more than 200,000,

In this largely agricultural land the ovtstanding problem is the -
e:icessive pressure of population on the soil. The last 70 years has
seen a grect increase in population - some 200 million, As this has
net been accomjanied by a commensurate increase in land area or
industrializotion, the burden has fallen most heavily on the agricultural
economy, ~ About 30 percent of the population now subsisting on the land

are probaﬁly in excess of the maximum number it can sustain at subsistence

e e
R e -

The impact of war on Indie produced doubly complicated problems,
The counfry with its involved social structure, formed-on a pettern laid
down perhaps 50 centuries ago, wae Jraduelly emerging and adapting itsell
to the modern world, The development of industry in the »ast three decades
has.done little to change the predominantly rural character of
the Indian economy. While vart of the rural population engages
in the production of such cash crops as Jute, cotton, oilgeedﬂ,
end tea which are important in the country's. foreign ttads,

the bulk of agriculturalists are subsictence farmers

/whose
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whose low productivity set in%a frame of induatrial backwardness
and under-development 16 responsible for India's annual per caplta
incoms ($20) being one of the lowest in the world.

India entercd the war with her economy that had still not
recovered from the economic Aepression of the thirties. The decade
ending.with. the outbreak of wer saw. the prices of exports from
Todia sti1ll aboud half the wre-dcpression normal, while import
Drices had not féllen comuensurately., The boginning of the war
tem;orarily relieved this situation. Agricultural rrices rose
L¢ rercent and there was expension in certain industries (pig ironm,
coel, steel, and paper), This period ended, however, with thé
ertry of Jaran into the war and the over=-runninz of 3outheast Asia,

India at once became a e jor base of operations for two
fronts. - An Immediate expension in demands for war products and an

expansion of employment in iandustry followed., The Indian armed

"services reached & total strength of more than two and a helf

miliion. But chortages incident on diversion of production and

cutting of ! of sources of supply, plus the groater volume of money

An cireculation and lack of controls.in the form of adequate

stioning produced inflation, Inflation is stressed here as it is

on¢ &ilment that India's posiwar economy has fallen heir to.

The civilian "fat" which many countries were able to
consume ‘during the war had never existed in Indias whose low
suwendard of living left no margins for sacrifice. The results
have carried over into peanctime to complicate plans for
raconstruction,

Hozlth
The extra burdens of war weighed heavily on the
*

nealth of the Indian people, 8 health so poor in the best

/years
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years before the war that.ita salient features were an expectetion of
1ifo ffor a man at birth) of 26.9 yeers as compared with 58.7 in Englend;
an infant mortality rate in 1937 of 162 per 1,000 live btirths as

compered with 186 1n Burma or 58 in England, Ths annual toll of deaths
attributeble to bad envircrmental and socisl conditions - cholera, vplagus,
emall pox; dysentery, tuberculosis, leprcsy and malaria ran irto
millions. Sir J. Buore in lils recent roport 46 the.Govermment of India
on the country's health, estlasted thet the aennual economic loes due to
melaria - which affects 60 vercent of the population.- exceeded $300 millien
The discovery of DDT and the new drug Paludrin may revolutionize the
incidence c¢f this discase and have very far-reaching results on the
health of the pucple.

To deal with this problem Indie only has 42,000 fully-cualified
doctors of medicine, 1,e, naz to every 10,000 peonle, as aga!nst one to
every 800 in ¥nirnd, Tas impcseibility of this inadequats service
coping with a mwilen of sush dfimencions was increased by the withdrawal
of meny doctors and nurses into military services.

Heousi I

Another pgrave problem asggraveted by the war was the elmost complete
cespation of clvillan bullding for a period of five years. This caused
great herdships for the working population in the growing industrial
areas, A country whcse population increases at the rate-of about
five million yeerly and whose industry is developing requires a

corntinually expanding building programme,

/3. Food
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Y3, Food, Agribultu® and Ferestry

According to‘nutritional experts, even in the best seasons - .
150 million Indiehs suffer from serious vndernourishment. . Field dietary
suvrveys in beth rural and urben areas show the exdent of malnutrition,
The typical male adulf fmsmpll villages in Southern India wae found to
have an gvarage daily calorie intake ef 1,700, In Madras suburbs the
figure was 1,800 which nutritional experts ragard as <onsiderably lower
than the physiological mipimum for mediwm agricultural or manual labour.
Lach year's population increase (5 million) makes the food problem = both
amount and compositien - the more Gifficult %o solve. The following
index numwpers ef variation of population and produstion of food grains in

British Indla indicates the seriousness of the situation.

1929-30 1939-40
Population 100 ! 115
Production of
foodgrains 100 95

This wes the normal situation in which India found herself when the
Japanese changed the war into a global conflict. The vulnerability of
India's food situation was fully revealed #y the fall of Malaya, Bingapore,
and-Rangodn, and the whole economy was shaken. -*

Indian agricultural statistics are not as precise ‘de those of moxe - -
¢aveibped countries but it is generally agreed that the normal production
of cereals is about 52-53 million tons, includtng rice, wheat, millets,
end that Eunaumptiqn is 54255 million tens, Tmports make up the 2 million
tons deficiency. It must be remembered that although the proportion ofi -
imports to total consumption is very small, it represents the minimum
requirements of the bare overall s'bsistence lsvel.' Yearly variations in
production*ever the country = a whole may run to 10 percent. Local ‘¥
shortages which might amount to 50 percent.or even more in a bad year,
‘were largely adJuated b&éf}ée flow of grain Prom aurplus areas Wy

Jerficient
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efficient rail traniportatiog,_§nd by rice -importe from Burma,

Thig eystem worked well enough in pgéeftﬁ:ms, but wak not proof
against the exigencies of war, as was clearly shown in the Bengal Famine
of 1943-4k, By 1942-43 Whe needs of military transport had l%fgcly
eliminated grain movements.i'repm surplus to~deficiapcy arcas. This wes
followed By the-destruction or removgl by the authorities Ior defence
purpoages of small river craft in Bengel and the result was a complete
breakdown of transport. The elimination of rice imports from Buima, always
the main source of supply for Bengal, made severe_scarciﬁy in this rice-
eating country inevitable. It was further aggravateghby local administrﬁtiva
inefficiency which failed to cope with hoarding and black m?rket}ng
while the after-effects of the floods of 1942 reduced the power of the
provinces to help, For four months the province was devastated. The
Woochead Commissien set up By the Government of India to investigate the
Bengal famine concluded that 1ts grim toll amounte;l to a million and a
half deaths directly due toc the famine and subsequent epidemics. A measure
of this tragedy is that the less of life was five times as gﬁ?at ag the
total losses of the armed forces of the Fritish Empire in nearly six
years of war,

As a result of the Bengal disaster the Central Government intervened
%Q take over contre} of the food situation, It co-ordinated cont#ol |
measures such as-price cantrel, rationing.(by mid-1945 more than t
53 million people in 556 tewns.were covered), stockpiling, transportation,
‘Procurement, and s&upply. . Ths.caeg of crop lands was eftends? and ﬁhére

. P .

wes.a diversion of sene coetton and gutf lande into food production. The
area involved was about 5 million acres. The Commigsion recommended the
pegging of the price l?ve; at 240 percent of the average fof the five yeéra
ending 1938-39. o
Forestry

The extensive apdufalughlelforeat reaervea_of Indjia arae gcibntifically

.-

/anﬂ.carefuliy
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and cerefully comserved and administdred but the urgent requirement for
timber for the war inevitably resulted in some over-exploitation of
forest resources. In the Provinces advance felling exceeded annual yield
by sbout six years, In the privately owned forests in the Indiéq Btates
the ovér-ezploitapion #aﬁyaven greater. Measures to repalr the damage
done by over felling will prcbably result in tiﬁler %eing in short supply

for a number .of years,

/4. Inducty
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b, Indugtry
General

In relation to slze, resources, poFulaticﬁ and needs - especially

vartime® needs - India's wartims expansion of iﬁdustry vas smell and
S i LN .

from ghe viewpoint of future ecomemic davelopmpﬁt unsatisfactory. In

such important 1nduaﬁrie§taa cement amnd iron and BtG?i, capacity was
increesed, The proguctionr of such items as army uniforms vas' inorsased
into the millions but t;ié was partielly esocomplished by d%veraion from
civilian production, in some cases amounting to 90 percent of totel outéut.

Many new industries were established, particularly in chemicals,

scientific instruments, and textile machinery, but as Table I shows,
output hitherto has been small,

| When-the overall picture is surveyed, industrial expansion is seen
to have been limited, particularly if measured acainst present needs of
Indla and the devastated arecs in the Far Tast,

In Index of Industrial Activity (maintained by the publication CAPIT/L)

moved from 111 in August 1939 tc about 130 at the end of the war and it

vuuliuues alb uuie lovel, Theic have Leshn sericus fluctucticns im industricl
production, Most serious was the fall in coal production from 28,34 million
tons in 1938 to 25,51 milliod tons in 1943. Present production figures
are at prewar levels, A more comprehensive picture of wartime industrial
production is revealed in Table II.
Textiles

Well established before the war, the textile industry, including the
weaving of fabrics of cotton, Jute, wool, silk and artificial silk, is one
of the country's chief industries, In 1938-39 mill production of cotton
cloth amounted to 4,269 million yerds. Hendloem output probably accounted
for about 1,300 million yards, dJute manufactures amounted to 1,221 million
yards, Mills employed over one million persons and the handloom industry

about six million persons. India follows the United Statee as the world!s
_/PABLE I
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Industries Which Came Into Being During The
War and Flgures of Production

Industry

ALKALT Industry-
Caustic Soda , .

* - -

n;eacnlng Fowder . . . . .

- Liquid Chlorine

-'.o

Ll

Soda ash and Sodium Blcarhonate

Potassium Chlorate
Sodium Sulphete . .,
Bichromates . . . .
Chromic acid . .,
Fine Chemicals~
Reeton , , . . .
Oxallic Aecdid . .,

& @ = @

Miseellaneous Chemicala-

Sodium Thiosulphate,

- Sodium Sulphite

Chlorosulphonic Acid

Zinc Chloride _ -,
~ Calcium Chloride
Barrium Chloride
Lead Acetate . .

Waterproofing Compound
Refinin of non-ferrous

Lead Pipes, . . . .

-

.

-

Aluminum . , . . . . .

Water Fittings ., ., . .’
Tettile M&chinery Loqms

Electrical Accessoriés— 1 5
Black.adhesive taPes . & + « « o o o .

.

LI ]

.

L]

-

and

L

-

» = &% a

Productlon per annunl approxxmat&

-

scraé Whité Qséai '

SPintilss e

f Conduit Pipes and"D' claqa siﬁnalling

Presaurs oil 1amps
Etoves . ,

L}
LN
~
» -

Seientiffc Instrument

-

.

Grinding whaels . . . K

PREEE I T

-

o & s 8

Nota. - The list is not elhaustive.:

Eourcq.

s s 2 & .

. = g: LI ]

s s e 4 ®

. « “4,500 tons

. . 1,500 tons
i @ 4 890 tons

. . *7,590& 1,500 tons
" respectively A

P P,

. . 1,620 tons
« « 3,000 tons
.« » 5,000 tons
. = 103 tc'n_s

. . BOD tons
« o 102 tons

.« « 1,000 tons

. . 532 tons

« oo 25 tons

. » .1,000 tons

+ 1,000 tons -

. e 100 tons

& & 200 tons

a e 200 tons

. Total output not known,

.. 350 . . ,

. 8- 1,533 i " ‘[

. 120,000 - Numbers,
i Tot&l output not known,

¢ 3 40 tons

oables.Total output, not known.
. . 36,000 Mumbers | |

., . 52,000 Numbers ° }

. . Total output not known.
. v 313 tons i

Indian Legisletive Assemhly Debatga - Tussday, 19 Februery 19&6
Vol. IT - Nb 5 = Paga 1100.
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Industrial Production in India

(April to March)

ipti
Posoplpein 339- 19%0-19%1 TONI-10%2 Toh5-19%3 TO%3-190%  IoWk-1gh-
Tons Tons Tons Tons Tons Tons :
I. Jdute Manufactures iﬂClud.lng twist and Yarti, e 1 :\r‘ ;09 131093 252 l;:—TG; 961 1’2&-7’231 110673857 lj OWrmo
| Curts. Cwrts, Cuts, Cwts. Cwts. Svbe.
II. Paper SesAgeasTEaSsSaN EER TN ERFNENERE R ENEREZES N l,hlé_f?o'r 1,7533235 l’u?l’206 1,820,833 1,752’15,+ Q,WI’M
III, Distilleries and Breweriesi- L.IP.'(;allana. L.P, éa.llons . L.P. galldné. g L.P. ga..‘l'lo-na', I._. P.gallons. ILP.gellons
(a) Distilleries (Country Spirit- Indian ' ‘ b #
made foreign Spirit Rectiﬁed denatured : - : , ; . o ; s
gpixit, etey) sesvanassvs T A T e sesawsanie 9,001,386 10, 586,627 12,8650,011. 13,592,712 16,028,841 16,790,300
(b) Breweries (Beer) Porter, Stout, etc, ... 1,310,368 1,889,361 3,463,414 3,608, 927 . 3,331,788 .. 3,535,400
Cwts, Cwts. Cuts. MB. Cwta. Srta.
I‘!r. Paintﬂ .-.'I0.-...-.Ilﬂ.ll;lq'i.'o'll.toI0.0i.C.O.I. 68\3,81"3 ) 80&,666 1’119’564‘ 9%,5?6‘ l,lh’g,s're 1,129’000
: - Gross Gross Gross Gross - - Gross Gross
V. M&tChBB ..."II.._.-.'..".C;'..;.-I‘...-."..;.‘...Q ?l’g}"o’loli 231121",7% l"‘), 509,312 lh"831}0h7- 17’%3’932 17,095’.@
Mds, - Mds, Mds. Mds. Mds. Mds.
VI. I'Iheat Flour .---000-0,1‘1-tclo;ott-'-ootc LR R 16;.3:'0)51&? 16)899761‘0 13)176’999 13!3923h85 lhl662!663 lk?sgg’om
| L Curts,” Cwts, Cwts. Cwts. Cwts, Cwts.
VII, Suger (12 months-Ilovember to ®¢tober).ccseess 25,810,541 23,148,963 15,901,523 21,713,710 17,042,000  22,057,00C
VIII, Iren end Steel Memufactures: _ .
5 Tons Tons Tons Tons : Tons Tons
(a) Pig Iron yueeesvesecsccassocecsssooeasss 1,837,636 1,963,278 2,015,221 1,804,353 1,686,551 1,303,000

Source: India Legislatlve Assembly De‘oates

Friday, 22 Februaty 1946
Vol, II - No, 8, -~ Page 1341,



Industrial Production in India - Cent'd.

fapril to March)

Description ' .
1939-1940 1940-1941 19411942 1952*i9h3 1943-1944 1945L-1e45
% Béns Tons Tons Tens Tone Tons
(b) Iron Castings end manufacturesS......s.. 129,299 132,390 140, 451 125,149 122,913 106, @09
(Cj St'eal IngOtS.. "adeedbsasnsananea sssesna 1,070’355 1}253]8.5 1‘)363’307 1}299’327 11365’5‘1'0 l,?&,m
(4] Bemlosiivascisininmmiinnnibiistdiabemne 872,169 970,633 1,057,887 972,531 1,042,086 952,000
(¢) Finished Steeleceeccscssscceiscsassssns 8ok, 469 679,875 991, 902 906,620 978,313 923, 900
| Gallens Gallons Gallcns Gallorié Gallons I_ Gallons
IX. Potroleiccvscsccrcsscosssssacecssoccansaasses 21,065,965 21,310,553 2k, 403,031 28,616,821 29,257,414 30,611,000
Ko Koroseno ®1leusueesseseeeseenesasnnaessnnsas 28,176,476 39,928,280 36,115, kok 24,660,178 16,919,050 15, 936,000
Tons Tons Tons Tons Tons Tone
KI. SeMonticesessssnssererascencensssssasnrsaneces 1,733,400 1,727,453 2,222,118 2,182,818 2,111,218 2, Olgly OO
II. Heavy chemicals (Other than Ammonium Swts, Cwts. Cwta. Cwts Cwts. Cwts,
sUlphate }iessensarssvesvas R e 960, 397 1,119,646 1,237,879 1,180,069 1,219,650 1,948,000
(a) Ammonium Sulphate
(1) Neutral and ) Tons Tens Tens : Tons Tons Tons
SRR R e Y e ER R EAS e 20,089 27,633 29,993 25,209 22,666 22,805
(11) Aciad )

Surce:

India Leglelative Assembly Dobates

Friday, 22 February 1946
Vol, II - No. 8 - Page 1342,
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lerpgest raw cotton produccr. The &verage annual production of raw cottoni
for the five prewar yearsf;aa 4.7 million bales (478 1b, bales) A -
gignificant wartime develépﬁent was the reducﬁicn of cotton acreage
(about 25 percent in 19b6iﬁf} and d1Veraion;pflthe land to foed
crops,

The war sew an 1ncrg§se in cotton-mill production of about 14 .
percent over 1938-39, Thié was substantially exceeded by the handlpom
induatry., The high prodﬁction levels reached in wartime are at;bres;pér
being maintained, However, the increase in the number of spindles waa'<
only 6 1/2 percent - from 19,059,370 te 10,730,518 and the number of:
looms ceclined from 202,L6Lk to 200,8%0. Improveﬁent in this Industry ..
was Orevented by'shortages of coal, sikille( labour and materisle fqr
textile meintenance and repair, It has been estimated that halfl of 1
India's spinning machines, power looms an{. sizing machinew are in ﬁ@gd

of reulecement,
A L]

- Another 1irportant wartime development was the conversion of the
N
industry to supplying wartime needs which resulted in the supplies
s1s oy oivilians Hwn-n'n'!ﬂa ‘h‘v more then 30 DBI‘CE‘Ht

e
ura..n.\.nua.u e

The production of raw"-- Jute, of which Lhdta has viPEALLY B moriepolly),

w . i
‘

-declined during the war, &s did exports, owing largely to shipping i
‘shortrces. Produc ion of Jute manufacturea also declined about 25 percint
The wortime growth of the wcollen nextllea industry waﬂ'phenomenalg
rising from & soanual pro%rction cf 7.3 million .pourds to 27 million
pounds. Pruarthor expansion of Tt *311'“*; is dépendent'on imports of

machinery. The vocllﬂq;héndloom.industryiand the wnollen knitting

wndustrics also savw a Bubatantlal vartime~expanaicn, production of hose!

{
.
1
!
|
i
i
!
4
i
f
i
]
i

incesasing from koo, 000 o 1 22),000 nalcr per month and garments from
110,000 to h? 000 per nnnth The outﬁut was largely acquired for
ailitary purpones. :

[The large-sdale



E/CN.1/Sub.1/C.2/47.13
Page 15

The lerge-scale clothing industry wod & dlbect outgrowth of the wer,
monthly outhut in 1942-43 averaging 10 million garments, Similarly the
leather industry underwsnt a substantial expansion, Annual output has
been estimated at 20 million cowhides, 3,5 million buffalo hides and
bh,5 million goat, kid and sheegp skins, Internal needs, particularly by
the militery were met by an Increase of 20 times prewar output. Annual
production of army boots recse from 100,000 pairs a yeer to 6.5 milllion
pairs,

Great as the wartime expansion of the chemlcal industry was - Teble IT
shevs & more than 100 percent increase in preduction of heavy chemicais -
India is not yet able to produce cnough to meet her requirements. Thus,
even thouch the annual production of sulphuric acid was raised from
50,000 tons to 93,000 tons, this falls far short of needs, and results in
a oimiler shortage of nitric acid, copper sulphate, and bichromates for
which it is a basic raw material, The annuel requirements of bleaching
powder exre 11,000 tons but production has only reached 3,000 tens., Only
a fraction of caustic soda requirements are being met out of local
production, Little more than 50 percen’t of the annual requirements of
sodium carbonate are belng produced locally., Other impeortant chemicels
such as potassium, chlorate, sodium sulphide were started during the war
but production (as shown in Teble I) was small,

On the other hand, the cutting off of imports greatly stimlated the
establishment of a fine chemicals and pharmaceuticals industry, More
than 50 percent of drugs used in India sare now manufactured locally,

Productisn of fertilizers was also stimmlated by the war but
notuwithstending an increase in output of clmost 100 percent, only about
one-twentieth of vresent requirements for hlanned expansion of food
production are being produced indigenously,

/Heavy Indunstries
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Heavy Industries

The most aﬁccessful wartime industrisl expansion took place in the
sector of srmsments production. TFollowing the declsion of the Eastern
Group Supvly Council established in 1940 to co-ordinate production in
the Indian Ocean-Southwest Pacific region, India produced machine guns,
anti-~eircraft guns, anti-tank suns, end optical end fire combat
© instruments, etc. The further expansion of the armements industry to
include the production of automobile and aircraft engines wase greatly
favoured by Indlan industrialists but this was ruled out by an esrly and
general decision by the Centrel and Irovincial Governments against
encouraging any Industry which could not deliver its goods within about
'a year., As events unfolded this twmed out to be too short a view.

The weak side of the prewar Indian industrial structure was ths
virtual absence of a rounded out engineering industry. Trose industries
in existence had depended on public worls construction which had tapered

-off Curinz the depression years before the war. The war, however,

- stimmleted significent growth, especially on the metallurgical side. The
well-Govelencd 2ron ond gteel imdustrr not only expanded amnual vroduction
of »iz iron from 1,750,000 tons to more thon'Z2 million tons and finished
steel from 750,000 tons to 1,250,000 tons but produced meny special steels
" pequired for ermour plate and ordnance. Ancillary industries were
established such as ferro-alloys, tinplate, bolte, nuts and rivets, wire,
Very important too was the beginning of norn-ferrous metel production,
ineluding alwminium, copper, lead, zinc, tin and other non-ferrous metals,
As stated earlier, the output was small in relation to present and'future
needs but 1t is importent to emphasizs the success with which these basic
industries wore newly established,

Mzchine tools production which bsfore the war had been negligible,
with output less than a hundred units¢'raﬁidly‘exp€nded until by the

/widdle
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midéle of the war production exceeded 4,500, The hand tool industry was
also greatly expanded, Prewar output barely supplied 10 percent of
recuirements, The industry nowv supnlizs virtwally all internal nceds,
Other indusirial products appearing for the first time or in greater
numders include centrifugal pusps, hand Dups, oll engines, weighing
machines, Jacks, textile machinery, cement making machinery, dairy
equivment, road making equipment and a ride range of electrical machinery
and acceasories. Nearly 4CO million dry cells and batteries were
produced, The prewar ocutput of freisht weggons (2,600-3,000) was expanded
to 2,000 a year,

Difficulties of supply held back mere repid expanaien of shipbuilding
and repairing. During the war more than 2,000 craft - including large
cargo vessels - were bullt in Indien yarés, By 1945 more than 500 ships
were under construction., Over 50 million tons of allied merchant shipning
were renalred In Indian yards, 5 floating docks were conatructed
including two of the bigmest in the world.

Other Tndustries.

smongst other industries which saw large wartime expansion were cement
whose production rose from 1,700,000 tone in 1939-1940 to mére than
2,500,000 tons by mid-1945, Also significent ie the fact that the
industry now manufactures its owm nlant,

lloodworking industries expanded greatly to meet war needs, two of
convemporary, importance being the bodybuilding and plywoed industries,
Distillatlon of industrial alcohol and ~roduction of pajnts and vairmishes
wag also reatly expsnded (see Table IT), The production of soap which
before the war approximated 157,000 tons dropped seriously through the
cutting off of caustic seda supplies but revived after the establishment
of local caustic soda production (see Table II).

Literally hundreds of new products anpeared - cycles, rubber products,

[cutlery
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cutlery, glass, crockery, enamel ware, brushware, surgical instruments and
dressings, paper products, hemp end coir rope, buttons, safety razors and
meny other consurer gocds. Important too was the expansion of the food

procceeing industries such as bilscuit meling, dehydration end fruit

cenning,

Menrcwer

The great frerease- 1n employment in all industriss provided India with
a apeciéll: valuabie postwar asset in the form of a substantial edcdition
~to the labour ﬁqol of ekiiled workers.- In the heavy indusiries the
iﬁgreasc was abouthTO percent. Technical training schemes were e¢stablished
to g;qjiae a f}ow of skilled labour of cvery cetegory. By the end of the
ﬁaylﬁofgvﬁgan 160;565 ﬁersers hed becn trained in 164 centrer, including
_ahcut_l;ﬁba.éﬁo‘hﬁi;géd Ed%nn:ad'prac5iuel truinirg in industrial plants
in Grcaé-££ifdiﬁ. dﬁhﬂﬁmhci of the centres are still in usc but ony an
eighthuqf:fﬁe eéliﬁ&%cd'number of technical workers raqﬁi;ed ennually sre

at present undergouing training.

15 ‘Forelmn
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% Fofe;gg,Tradafaqéuéligggpﬂof Paymente’

As a result of 1argér39itish vertime purchases in India the country
emerged from the wer aa a credii;r naticn,” Thepublicity which hes
‘accompanied this. quite. mozﬂant .dﬂplopment hna hbwever t.end ed to
obacuro the relestively amifnor fhart:Indis has playsd ‘t.[n vcu'ld trade, In
the immediate prewar yeers Indiats percentage of world importe was aboqﬁ
2.5 and of world sipert 3,3, _

Since the first world wer new patterns ha;;-£;en foarming in India's
foreign trede through hnp&rtant changes in itas- composition end direction,
Rev materiel imports, ﬁgi'gﬁ”in 192829 comiprised 9 percent of total
1nmcrta, ‘more then doubled. At the mame time imports of manufactured
gooda which in 1928-29 constituted 71 percent of imports declined by
"1938-39 to 61 percent, The gradual industrialization w?lch hee been
:é;ing on gince the first world war wes also reflected in the sxport
ploture, Raw meterial exg?rta vhich in 1928-29 accounted for 52 percent
of exportaldecliqed to hﬁ.p%roent vy 1938-39 aﬁd mﬁnufactured gooda which

' i

comprised 27 percent of exports in 1928.29 increased to 31 percent by

1938-39. This trend which the war did little to change has important -

figia

implicetions for the role which Indie can pi&; {n the reconstruction of
devastated areas in Asia end the For Eest, particularly in her capacity
to supply some of the manufactured goods se urgently required,

Changes also tack place in the direction of trade, the most marked
being the rise in exports to British Empirs countries and decline in
importa from those countries, It is not yet possible to predict how far
this change, which was a direct result of the war, will continue with
the resumption of British exports. Table III shows percentagewise the
principal countrles or groups with. which Indis trades and Table IV shows
the velue of imports and exports, =nd India's balance of payments, It
should be noted that these figures do not give the full plcture as |
figures on lerd-lease, reverse lend.lease or trade on goverrment er

defense account are not included.

/TABLE ITI
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TABLE ITT
Indials Foreiéﬁ Téade - Countries
(Percentage) Siianss

1938-39  1939-40  19%0-b1 © 19k1-k2  19k2-h3  1943.kk

Iep. Dxp, Imp, Zxp. 0ol K Igp. Jlxp. Imp. Bxpi Tap. Ixp.
U.K. 30,5 3:1°2%.1.35.1 22,8 3h.72L.1 32,4 26,8 30.5 25.1 30.2
Total - : ’

British Empire 58,1 52.% 56.3 55.9 57.3 62.4'61.0 62.7 55.5 67.1 48,0 64.5
U.s. 6.+ 8,5 7.1 11.917.2 13.819.9 19.5 17.3 14.8 15,5. 20.2

i

TABLE IV

Indie's Foreign Trade - Value
+ .. (0,000,000 rupees )

1938-39 1939-40  1940-41 .19h1-h2 1942.43 'iéh3-hh
Imp. Exp. Tmp. Exp, Imp, Exp, Imp. Fxp. Twp. Exp, Imp, Exp,

Total Trade 152.3 16_2'.8 165.3 203.9 157 187 173.3 237.6 110.5 187.6 118.9 199,¢
Balence 10,5  «38% 430 6k + 771 480.3

S—

" The decline in foreign trede early in the war was soon reversed (Table ).
The Bfeady tise in the import price level during the war was more than-Sffset
by the rise in the export price level and the change from debtor to creditor

accompanied by greater diversification of markets saw the close: of thaﬁiong

‘.‘I
. L Y

t-. 323
D WA Y s vy s

veriod during vhich the terme ofr trade nag peen Lwu Liwla

/6. TFinance
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6. Financq

As indlcated earlier, India came oul of the war 48 a creditor
nation. Not only was she able to rcpatripte prewar sterllpg debts but
was able to accumulate sterling balances in London which at the end of
the war in Aupgust 1945 amounted to more thaw El billion., This yas the
most important development on & financlial frgnt which saw great changes,

Government revenue increased from 1,210 million rupees* in 1938-39
to 3,690 million rupees 1n 1944-45 (estimate). A substantial paygt of
this incrcase cams from direct texation., Governmgnt expenditures Aalso
increased greatly - from 1,217 million rupees in 1938-39 to 4146 million
rupees in 1944-45 (estimate), I/ar expenditurc eccounts for the greater
art of this inerease, The deficit has peen met lamzely by boryowing,
The total public debt of British India in 1942-43 ampunted &o about
11,000 million rupees, R
Inflation

The pregsuree of war on (he internal economy produced a serious
infllation which the transition to peace has done little to alleviate,
With India's development into & major supply base gfter Pearl Harbour,
large quantities of Indian gyoods and services were purchased by the

»itish gjovernment and paid for in rupees which were obtained by sale

ol sterlin; to the Reserve Benk of India., Between 1 September 1939 and
18 October 1946 the amount of currency in circulation increased more

then 600 wpcrcent, Added to this was the expansion of Indian government
expenditure, While there was some increase in production, this was
wmainly 1o non-consumer goods, Ia addition a large proportion of consumer
sooda was diverted to defence purposes. Finally the prewar trend of

aet import of manufactured zoods was rsversed, and a net export of
manafacturad goods from India contributed to the shortage of gpods
avallable for civillans,

# The Indian rupee 1s linked to sterling and its current value is

about $0,30.
/The Cost
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The Cost of Living Index shows the dimensions of Indian inflation,
The Index for Bombay (base 1929 = 100) shows a steady rise from 106 in
1939 to 268 in July 198. TFor Ahmedabad comparable figures are
15 in 1939, and 210 in May 1946, The Food Price Index fer Bombay was
114 in 1939 and had risen to 334 by July 1946..

IT. INDIA'S PLANS FOR TEE FUTURE

The xresent economic problems of Indla differ greatly from those
of highly developed countries such as the United States and the
United Kinsdom. In these countries a major problem is the maintenance
of high levels of employment and an orderly switch from a wartime economy
to a geacetime economy. In India there 1s, of course, the immedlate
problem of providing gainful employment for demobilized soldiers,
controlling inflation, and reconverting certailn war industries to
eacetlme uses. But the real task ahead is more fundamental, and is not
only esscntial to India, but 18 intimately associated with future
¢conomic development in the under-developed areas of Southeast Asia
and the Frr kast., This is the tremendous task of raisingz national and
ner caplia income tharougn ellicieus utilization of Tndia's vast manpower
and macerial resources, One positive fact which emerged from the war
wes the almost universal determination by informed Indians to reshape
‘their economy.

There are five major plans for the economic reconstruction of India,
Tuese are the Central Government Plans, the Provincial CGovernment's Plans,
the Indian State Government's Plans, the industrialist so-called
"Bombay Plan", and the "People's Plan" of the All-India Trade Union
Congress, Vhat is striking is the strong endorsement b& all these plans

" a common basic policy calling for a revolutionary reorganization

[&]

of the entire agricultural structuie, and plenned industrial development
with the aim of multiplying the excessively low per capita production

so that che national income may be raised within a comparatively short

/time
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time to uliree or four times its jresent level, Heavy Andustrial expansion
will have tor priority in a2ll plans. The ambitious nature of the pi;n; :
is realized from their objectives. Covering periods up to twenty-five
years, some of them envisa ;e a 200-400 percent ‘Ynsrease in agricultural -
Outpau and a 500-600 peruent increase in industrial production.

At the end of 19M6 India was going through what Indian economisis
called._n ”;lanless interregnum". The Central Government's policy, stated
on 21 Apcil 1945, proposed "to take active stepé to encourage and prcomote
cue rapid ipdustrialization of the country to the fullest extent posaible
with a view to obtalnin; a vast increase in the national wealth, better
oreperation for defence, and a hizh and stable level of employment',
Linked t- this is the government's tirade policy which calls Tor devcloping
she expory of partially or fully menufactured goods rather then the export
of raw umaterials, and diversificacion of markets with special emphesis on
ieighbouwring countries in the Bast, Pelitlcal difficulties, however,
and an wcertaln future have done much to hinder the translation of this
~olicy into action,

On a long-term view of a healihy world economy, there are two
noweful cad constructive aSpects of the various plans for the economic
develoument of Indla, First, the spreading oi the drastic agricultural
and indostrial changes over a period running up to twenty-flve years,
rightiy rccognizes that a_aubstantial time 1: ieeded for the necessary
acJustments to be made in"local as well as world economy. Second, none

.»f the 3lans are of an auparkic nacure, gelf-sufficlency will not be the
aational cal, In certain vulnerable areas of the economy such as food
Jroduction, India will have to become more self-reliant, but the
importance of foreign trade is emphasized in all plans for India's future,

From the plcture of the war's impact on the Indian economy outlined
apbuve, i¢ would be over optimlistic o expect that India coulc make a
major coutribution to the immediate reconstruction needs of the devastated

/areas
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areas in /isla and the Far Eust,. In general those things of which India
ras an exportable surplus’are raw materials such as manganese, mica, juﬁe,
eic,, wnich, with some exceptions such as sugar which India can supaly,
ere not riquired in the devastated areas, at least not in their raw form,
There are, however, & number of manufactured goods whose production has
expended sufficiently for supplies to be availaﬁle for neighbouring areas.
Jf great immediate importance are textiles and clothing. It should be
noted thatv these are "incentlve goois" needéd to stimulate agricultural
wroduction in such countries as Burma, Siam, and Indo-China, By supplying
these countirles with textiles and clothing, India hes at hand the means of
artiall, satisfyling her rice needs, At best, however, India can suppr
only a rraction of the enormous arrears of demand.

Othcr industrial products whi h may be available include painbs and
varnishes, paper products, chemicals, pharmaceuticals, some rolling stock
and railroad equipment, cement, some iron and steel mill products, war
swplus materials, and matches,

The vealization of India's notential power to make a real and large
scale contrioutivn bu recovery in ficia end the Far East lies in setfing
in motion some of the plans for her economic development mentioned above,

While the immediate effects of India's industrialization will be &
great nscd for the goods of other countries, especially capital goods,
at the same time there will also b: a great demand for consumeral gsods
ond for rew materials, The develomment of India's foreign trade will
integrate her more closely into the world economy and aid in the geaeral

recovery o nelghbouring erecas deva:tated during the war.





