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Nehru and the Rise of the Modern State of India 
The Impact o f  Nehru's Social ancl Econo~nic Icleas 

By Harold V. Sareo 

\a\valliu-lid Scll1r11 has plzved i111 importiult part i l l  thc rise of the 
inotlel-n st:~tc. of  I~idiil illid 1i;1s t10111' 111tle1l to ~o i~s t ruc t  its l)olieie~~. This 
stutly c\-alr~;ttcs Scl~l-ti's I-olc in I~rtliii's cluc&.for intlc~l>c~iitlcncc. ant1 the, 
s1i:ll~ing of the state t1i;it c\.ol\.c~tl. Schrri llas gi\.cln Ici~tlc~rsl~i~, to i1 ~ic . \v  

state thi~t is significant i l l  tlic East-\\'cst po\vcr strl~gglc. Ori('~ltc'tl to\\'ilrcl 
\!7esterii 1il)c.ralisin in its I~olitic.ul svstcm, it offers tlic u~itlcrtlcvclo~~etl 
cotultries iui i~ltcrnati\-c. to the Clii~icsc Coiumunist tot:~litiirian i~ppro;ich to 
ecollomic elc~\~clol>meiit. I f  Iiicliii slro~~lrl fail ;ind Con11n1i1rist Clliiia s~~ccc)ecl, 
Asia u~itloul)tctll~ \\-otild I)c more i~ic.linr.c! to\\~;~rtl Pciping ant1 coinmui~ism 
t11:1ii to\\tard \\'c-stern lil~cralism. 

Befol-e Nt.111-u's role is coi~siclc~rc.tl, Iio\vc\.cr, is is ncccssilry to esl>lore 
very I)riefly tl!c liistoric:~l rc.li~tionship I)c.t\vc.cn Ii~clia iuld the IVcst. This 
l)ackgi.ou~ltl pc~~neatct l  tlic \\-l~olc tlc\~elopmcilt of the modern state of 
Intlia. 

Illdia's coiltact \vitli tlrc \\'t:st \vas origin;llly clfcctcd through \\'est- 
eri1 comrnc.rciil1 pc~~ictri~tioii. C:oinmc~.cc n7;1s tile priinary cmpl~ilsis of the 
Western "ii~trutlers," 1111t c.ultrlral diffr~sioi~ was one of the gifts. Illdi;i, \\lit11 
;l tlc.ge~~c.ratc. societv, fo~i~rtl ill this gift ;i stim~llr~s to res~~scit:ltion ill the 
inore riltioi~alistic slid ~n;ltcbriiilistic iclcas of Et1rope:ins: a sturdy cohcsioll 
in the 111diili1 society \ )cp i i  to takc form. This was iiot a coml)lcte adop- 
tion, 1)tlt it sy~~tlic.sis i\,l~ich crcatctl ;I nc\v spirit t11;1t c\-eiitually matlc tlle 
13ritish l~ositio~i 111ltc11al)le. 

Oire of tllc chief \vcstcrn cu l t i~ rc - l )~ i i r i i~  i~istitutions in Iiidiil was the 
E~~glislr E x t  India Conlpany cll;!rtcwxl I)y Quc>eli Elizil1)etli i l l  1600. Eng- 
1:lntl ;it this time I)c>g;u1 to take :I 11101-e ;unl)itious part in the diiriug pursuits 
of Eastcrii trade. Tliough Porttigill, Spain, ;lntl 1loll;111d competcd com- 
mercially \\it11 Eiigl;u~d, tllc 11lajor coinl>etition for control of t l ~ c  territory 
of Intlia \\.its tlio FI-cncli East I~ltliii C ~ I ~ I ~ ; L I I V .  The Frcllcll established their 
positio~~ iir sotit l~cn~ I~itlia I)ct\\-(ten 1660 iincl 1670. Tr;lde, ho\ve\-er, was 
the sole' ol)jc~c.ti\.c. o f  the I ? ~ . c ~ ~ c h  C:omlxu~y {inti1 1742, \vhc~n Ilupleis, the 
Cornl~;lir\~'s c1lic.f c~scc.t~ti\.c, I)cg111 to c11.c;lm of a Frc11~1i e1111>irc ill Ilidi;~. 
Thc E ~ ~ ~ l i s l l  C:OIII~);IIIV I I I C ' ~  this t l ~ r ~ i t t  S I I C ~ ~ S S ~ I I I I ~ ,  wit11 force. After nu- 
III~.I-OIIS ( - I I ~ ~ O I I I I ~ ( ~ ~ S  \~.itl! t l r t -  l7~x~:rc.I~. E ~ ~ ~ l i l ~ r c l  fiir;~lIv ;~cl~ic~vctl ill1 ti~i(lr~c~s- 
tiollcyl positio~~ of' ~ I ~ I I I I I I ~ I I I C C ~  \\,it11 t!~(i C O I I ~ ~ ~ I S I O I I  o f  the T r c ~ ~ t y  of Piiris ill 
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Competition between European powers for control of India was not 
the only factor to be considered. When the European companies went to 
India they found the Moguls firmly in power. The Moguls had consolidated 
their position under Akbar in the sixteenth century and for almost a hun- 
dred years were able to keep the Westerners at a distance. At the turn of 
the seventeenth century however,Mogul power and influence had begun 
to degenerate leaving a political vacuum in India. The European compan- 
ies trading in India were faced with the necessity of establishing political 
order or losing their trading position. They filled the vacuum left by the 
Mogul decay, and in the process turned the commercial companies into 
political entities. The English Company until the latter part of the seven- 
teenth century pursued a policy of peaceful trade but thereafter became a 
power eager to establish its position by territorial acquisition and to reign as 
the governing authority in India. 

No sooner had the English Company established political control over 
a large part of India than it ran into difficulty with the English government 
at home. Further, the Con~pany itself began to show signs of decay. Eng- 
land had incurred a heavy debt in the Seven Years War, and the govern- 
ment studied every possible source of revenue to pay this debt. The Com- 
pany was a possible source. It appeared to be wealthy, yet it owed a tre- 
mendous debt as a result of the wars in India. Company officials pleaded 
near bankruptcy. On the other hand, many Company officials after spend- 
ing only a brief period in India were returning to England fabulously rich. 
Parliament asked for an explanation of the discrepancy. Another question 
that concerned Parliament was whether or not it was legal for a commer- 
cial company to govern territory and collect taxes without delivering these 
funds to the English government. The result of all of this was the Compa- 
ny's loss of independence in India after 1773. The Company continued a 
formal existence, however, until 1858, during which time it was under 
close supervision of the English government. The commercial aspects of 
the Company gradually disappeared, and finally the Company was dis- 
solved. 

In August, 1858, an Act for the Better Government of India was 
passed in Parliament which provided that "India shall be governed by and 
in the name of the Sovereign through one of the principal Secretaries of 
State, assisted by a council of fiftcen members." By the Queen's Proclama- 
tion of 1858 (November 1 ) , the Indian government was placed directly 
under the Sovereign of Great Britain and the Company disappeared. Thus, 
India was ruled directly by the British government until Indian independ- 
ence in 1947. 

The British occupation and control of India affected the Indian soci- 
ety profoundly. Four major western institutions can be discerned which 
had a tremendous impact: ( 1 ) capitalism and the industrial revolution, (2) 
a unified system of law, (3) a western system of education, and (4) a 



highly centralized and deeply ramified l~ureaucratic system of govern- 
ment.' Under the British, India once again became unified as a nation 
(more completely than ever before), and the impact of LVestern liberal- 
ism began to be felt. Nationalism was stimulated, particularly in the twen- 
tieth century, and the question as to whether or not the British should re- 
main in India became a major issue between the English and the Indians. 

NEHRU, INDIAN POLITICS, AND SOCIALISM 

The renaissance realized in Indi'l was manifested in the growth of 
sevcral social and intellectual movements in the nineteenth century. Prob- 
ably the most outstanding organization as far as Indian nationhood is con- 
cerned was the Congress Party. Organized in 1885, it was at first loyal to 
the British, but it soon became the leading exponent of Indian nationalism 
and independence. In the beginning there was little mass support for the 
Congress Party, but eventually this was developed by the personalities and 
leadership of Gandhi and Nehru. 

The original leadership of the Congress had consisted primarily of 
lawyers, educators, and editors who by nature were conservative and who, 
at the most, demanded only reforms that would give them greater repre- 
sentation in the v;trious Indian councils.' Motilal Nehru, father of Jawa- 
liarla1 Nehru, was one of these Moderates, as they were called. This group 
of men did not really represent the rising spirit of the Indian society.How- 
ever, thc cxtrernist elements of the Congress, first led by Tilnk, did seem to 
capture the imagination of the dynamic spirit of India. Mrs. Annie Besant 
also contributed her efforts to this more radical and reckless group of Indi- 
an nationalists who were seeking complete and immediate self-government. 
Both Mrs. Besant and Tilak formed Home Rule leagues in 1916 to promul- 
gate India's cry for self-expression. 

Jawaharlal Nehm' was born and bred in this political climate. His 
father, Motilal, was a lawyer of some renown, financially secure, and a con- 
servative ~ I I  politics. To give his son the best in education, he sent him to 
England where Jawaharlal lived a rather normal life as a student. 

While Nehru was in England, he became thoroughly imbued with 
Western liberal and materialistic ideas. He began to ponder the plight of 
his own land and to cogitate on its liberation. The independence move- 
ment in Ireland and the enthusiastic writings of Mazzini and the speeches 
of Caribaldi of Italy whetted his already keen appetite for action and ad- 
venture. Nehru's temperament called for action-he loved to make daring 
mountain climbs or to ponder novel ideas. The Fabians, as well as the wo- 

1.  T111,se idt.ns wrre cxprc.sscd by I'rofeusor Daniel H. 11. Iugulls in a closs Iccturc 
: ~ t  Htl~.v:lrd Ul~irrrsity. 

2. . . \ I I I I ~ )  Sillgl~. Nt.lrr'f6, T11r Riving Star OI India (New Tork. 1037) ,  p.  33. 
:1. I : .  P. x\t~drc\\.s at111 Girijo Jukerji. Thu liise trr~d Gf.6wtl i  of thc Cor6gr.c.8~ i t r  I~tdiu 

( L ~ I I I ~ U I I ,  I 9 Y B ) .  D. 227. 
4. A c t ~ ~ n l ~ r r l ~ ~ ~ n s i v e  itceoutlt or  Xelrru's life can be fol~tld in F r u ~ ~ k  3lor:res. Jaw~llu&rlal 

S t ~ k r ~ t  ( S e w  Yorli, 1956). 



. . 
man suffrage movement, c:lught his imagination:' These ideas we)-e vague 
to him at that time however, and began to cl.ystallize only after he had 
served several years in the nationalist movement of India. 

At this time Nehru was fascinated by Indian politics and followed 
avidly the activities of the extremists, although to his father's chagrin. He 
and his father exchanged spirited words over the nationalist movement in 
India. He once wrote his father an "impertinent letter" chiding him for 
taking the British side in an article he had written." 

Nehru felt almost like a stranger to India upon his return in 1912. He 
soon established a legal practice, which might have been promising had he 
continued it. Instead he found that the law held little fascination for him. 
This led him almost naturally into the political arena, even though at that 
time India was comparatively quiet with the Congress under the control of 
the Moderates and Tilak in jail. 

Ry 1916, India began to grow more restive. The British were involved 
in the first World War, Tilak was out of jail, and a rapprochement be- 
tween the Moderates' and Extremists had been established. To add 
strength to the nationalist fervor was the Moslem anti-British feeling re- 
sulting from the war betwcen Britain and Turkey. Thus, with a united Con- 
gress the Moslem League shared in the I)romulgation of a constitutional 
scheme based on Dominion Status." 

This formative period of the Indian nationalist ~novemcnt afforded 
Nehru a11 excellent opportunity to develop his talent for leadership and 
to give vent to his radical ideas. IIe was a nationalist through a11d through, 
having forgotten his vague socialistic ideas of his school days in England. 
His energics were coneentratcd on seeking Indian sclf-qovernment through 
the Congress and both Tilak's and Mrs. Hesant's Hoinc Hule leagues." 

After the First World War the Rritish, in an effort to keep pace and 
control in India while attention was focused on Europe, drew up the Row- 
latt Acts continuinq emergency police powers. They "insulted" the Nation- 
alist leaders passing the Govcrnment of India Act of 1919 and embit- 
tered all of Indill by the Amritsar Massacre. These events, however justified 
from the British standpoint, served to unite Indian opposition and to en- 
courage more radical measures to win self-government. 

IYith the advent of thesc British measures, a new and potent leader- 
ship in the person of Gandhi rose to the task oE iilculcating a new and ferv- 
ent spirit into the Congress and of adjusting the 1.evolution to the masses of 
India. Gandhi, a hero fl.0111 his accomplishments in South Africa, :ind loyal 
to the Rritish up to about this time, was eager to use his novel non-violent, 
- - - 

I;. .7:1wnllarl:11 Scb111.11. ~ ' O I T I I ~ C E  P I Y ~ I ~ O I I L  ( S e w  'iurk. 19-11), 1). 38. 
t;. ] ! ) id . .  1). xi'. 
7 .  '1'111. J l o t l c . r ; ~ t ~ s  \vet.c. n l i < . ~ ~ ; ~ t ( . t l  Tl'om I I I V  g o r c b r n ~ n l ~ ~ t  trx t l~c ,  1!)09 l:ctrorttis mhicbh t11cty 

Iln11 I ~ ~ I I I ~ .  to rc.g;11-1l as [ ~ o r l r : ~ y i ~ l l :  a " d i v i d ~ ,  i l l l t l  ~ 1 1 1 ~ "  1)olil.y. It. ('. l t l : ~ j ~ l ~ ~ l d a r .  11. (:. I ~ : I F -  
('11ill11ll11ll.i. il~lcl K i ~ l i k i l ~ l i : ~ ~  I ) ( t t l :~ ,  AIL A ( I C ( I I I C ( , ~ L  I l i .v lo)y  of Indir t  (rl(lllrlorl. 1!)50). 1). 982. 

8. l ! j ld . ,  1). 98:s. 
9. S I . ~ I ~ I I ,  up. cit . ,  p. 42. 



non-cooperative technique in India, and the British provided him the op- 
portunity by passing one of the Rowlatt Acts and perpetrating the Amritsar 
Massacre. 

The advent of Gandhi's leadership and his somewhat radical approach 
to the Indian problem caused a number of Moderates to withdraw from 
the Congress and form the Liberal Federation.'" The significance of this 
event is that the Congress was becoming more and more a fertile field for 
radical ideas. Nehru, himself, envisioned new approaches as the only ef- 
fective means to win independence. He disagreed with Gandhi's economic 
policy as well as his spiritual biases, but he was awed by Gandhi's ability 
to stimulate the revolutionary spirit of the masses. 

Nehru claimed he was still of the "bourgeois mind" in 1920, not know- 
ing anything about labor nor really realizing the poverty of the masses." 
The poverty of the peasant masses was nothing new, but the advent of in- 
dustrial labor in India was comparatively recent. The First World War had 
stimulated manufacturing in India and with it the generation of a labor 
movement. By 1920, Mr. Narayan M. Joshi had instituted the first All-In- 
dia Trade Union Congress, and from that date the labor movement con- 
tinued to expand. In 1929, however, there was a split in the Trade Union 
Congress because the leftist-oriented elements tried to capture its control. 
As a result Mr. Joshi and the Moderates seceded from the Trade IJnion 
Congress and formed the Indian Trade Union Federation.'" 

The stark realities of the plight of the peasants were impressed on 
Nehru's mind in 1920 when he was expelled from Dehra Dun.13 and 
ro.amed through the rural areas around Allahabad where the Kisan Move- 
ment (peasant movement) was in a state oE excitement. Nehru reported 
that he was stirred by the high taxes, money lenders' exploitations, and Za- 
mindar control. He wrote that this experience had a tremendous influence 
on his outlook toward socialism.14 

The peasantry was enduring a very low standard of living-near star- 
vation, if not starvation. Their plight can be attributed in part to Western 
commercial penetration; the cheap machine-made cloth had displaced the 
handicraft industry of the peasant household. Although these handicraft 
industries did not provide much economic sustenance alone, they supple- 
mented agricultural production. I t  often meant the difference between life 
and starvation.15 

It was in the 1920's that Nehru somewhat crystallized his social and 
economic ideas. He began to feel that lndia had to change the social struc- 

10. Majnmdnr, Raycha~ldhnvi, and Dattn. o p  cit., p. 983. 
11. Nrhru, op. c i t . ,  pp. 55-56.  
12. Mnjnmdar, Raycllaudhuri, nnd Datta, op. c i t . ,  p. 054. 
13. Hr n n s  cupcllled from Dehm D l ~ n  following the brief Afghan War of 1919 for re- 

fr~uing to abide by a  police o r d ~ r  dictating that he not associate with the Afghan regresv~~ta-  
tives nrg?tioting with thp British 

14. Nrhrn, op. f i t . ,  pp. 55-50 
15. William Asl~\rortll, A 8kor-t Histor!/ o f  the Internationa1 Economf/ 1 8 5 0 - 1 9 5 0  ( t o n -  

don, 1 9 5 2 ) ,  p. 30. 



ture to meet the needs of the people. His experience with the masses had 
engendered his sympathy for them. When his wife's health failed in 1926, 
and they went to Europe, he not only was able to ponder India's problems 
with more perspective, but he came into contact with leftist labor elements 
and the European Communists who influenced his thinking considerably. 

The Brussels Congress of Oppressed Nationalities held a session while 
Nehru was in Europe, and he attended the conference as the Indian Con- 
gress's delegate. Here he worked with other colonial peoples, left-wing 
laboring groups and the Communists in formulating a common program 
against imperialism. This Congress was largely Communist motivated and 
in accord with the general Communist policy of cooperation with any na- 
tionalist movement in Asia that might serve their interest. 

Nehru gave credit to the Brussels conference for giving him a keener 
insight into the conflicts of Western labor and the problems of the colonial 
and dependent countries. He wrote, " . . . I turned inevitably with good 
will toward Communism, for whatever its faults it was at least not hyper- 
critical and not imperialistic. It was not a doctrinal adherence, as I did not 
know much about the fine points of Communism . . . These attracted me, 
as also the tremendous change taking place in Russia."'" 

He returned to India with enthusiasm for these new ideas and im- 
mediately embarked upon a campaign to inculcate a more radical ideology 
in the Congress Party membership and its program. Nehm was a politician 
first, however, and he did not approach his goal with dogmatism. He real- 
ized the importance of keeping the Congress united, and further, his ideas 
were embodied in broad concepts permitting sufficient leeway for adjust- 
ing to the Indian situation. 

In keeping with Nehm's belief that independence necessitated a 
change in social structure, he felt that the British could be eliminated and 
still the people would be no better off because the landlords, Zamindars, 
money lenders, and wealthy capitalists would still have a firm grip on the 
masses. The Marxian concept of world revolution attracted his attention, 
and he believed India's independence could be achieved as part of this 
world movement. In his presidential address to the Punjab Provincial Con- 
ference at Amritsar in 1928, he said, " . . . India must understand world 
forces and take her proper share in the shaping of them. . . . "I7 

Nehru did not agree, however, with the Marxian violent revolution 
concept though he accepted the Marxian class conflict of interest. He val- 
ued ethics and humanitarian methods as well as Gandhi's non-violent, non- 
cooperative approach. On the other hand, he saw in the Marxian concepts 
a revolutionary fervor that he felt would stimulate the Indian nationalist 
movement. To champion the cause of the peasants and the workers against 

16. Nehru, op. cit., p. 126. 
17. L. Rnrn Mollan Lal (editor), Jawalrarlal Nehru, Statemmta, Speeches, and Writings 

(Allahubad. 1029). p. 61. 



NEHRU AND THE RISE OF THE MODERN STATE OF INDIA 11 

the British and the minority capitalist elements of India was to ensure 
closer mass support. Though he and Gundhi looked at the peasant masses 
from different points of view, he adhered to many of Gandhi's ideas and 
eventually emerged with him as one of the leading national figures. Nehru 
was undoubtedly sincere in his socialist ideas, having become appalled by 
the poverty of India and emotionally opposed to the capitalist system as he 
saw it in operation there. 

Nehru expounded in more detail his socialistic thinking and approach 
in his Jhansi presidential address to the U.  P. Provincial Conference in Oc- 
tober, 1928. As an agrarian country, Nehru attacked the Indian landlord 
system first. I-le spoke: "We specialize in extremes of wealth and poverty; 
we must therefore face the problem of landlordism . . . It  is a feudal relic 
of the past, utterly out of keeping with modern  condition^."'^ He exhorted 
that small landholdings were desirable, but that safeguards against accum- 
ulation must be taken in the form of prohibiting "all alienation of land and 
all transfers for debt." He proposed confiscation of large estates with only 
small compensation given to the holders to prevent hardship." This pro- 
posal shows considerable moderation over the Communist policy in China 
and Russia for eliminating the landlords. 

Indebtedness was another major problem in the rural areas that Neh- 
ru attacked. He suggested that it should be annulled, "subject to partial 
compensation in cases of hardship." Taxation having been a traditional 
burden on the masses in India, Nehru proposed a progressive, direct, and 
steeply-graduated tax "so as to fall in the main on the larger incomes." Re- 
gressive indirect taxes he would eliminate as much as possible and would 
introduce an inheritance tax. The poor and the very small landholders Neh- 
ru would not tax at all. 20 

He spoke in behalf of labor also, expounding that "ordinary humanity 
must induce you to side with the worker. Political prudence will point the 
same way, for the workers are the most dynamic factors in our society to- 
day . . . Therefore we must deliberately help the workers to organize them- 
selves."" The epitome of his thinking is exemplified by the following 
statement: 

In drawing up our programme of work we must see what classes and 
groups in the country stand to gain by the freedom of India and what 
classes stand to lose their special privileges . . . let us draw up a pro- 
gramme for the former group. The latter can never be of help to us and 
in a moment of crisis may turn against us and do us great injury. '' 
Nehru's popularity among Indian labor was revealed by his election 

to the presidency of the All-India Trade Union Congress held in Nagpur in 
1929. Here again in a presidential address Nehru expounded his broad 

18. I b i d . ,  p. 45. 
19. I b i d . .  p. 46. 
20. I b i d . .  p. 4 7 .  
2 1 .  Ib id . ,  pp. 48-49. 
22. I b i d . ,  DP. 53-54 .  



socialistic ideas, but showed political acumen by not being dogmatic. 
He advocated a socialistic structure for society and urged the Trade Union 
Congress to join forces with the Congress party in the nationalist move- 
ment. Although he spoke kindly of Communist achievements in Russia, he 
advised the Trade Union Congress not to join the Third International. He 
felt that this would mean adopting the Communist methods, which he o p  
posed as inhuman. 

The Trade Union Congress was threatened with a split between the 
reformist and the more revolutionary elements. Nehru pleaded that the 
split would be a backward step in the labor movement," but it was not pre- 
vented. In his Toward Freedom, Nehru registered his sympathy with the 
more revolutionary elements. 25 

It was in 1929, also, that Nehru was elected president of the Indian 
National Congress at Lahore. To that moment this was his greatest political 
achievement. The responsibility was great, but Nehru in a more moderate 
language continued to press his socialistic views. In his presidential ad- 
dress, he said: 

I recognize . . . that it may not be possible for a body constituted as is 
this National Congress, and in the present circumstances of the country, 
to adopt a full socialistic programme. But we must realize that the phil- 
osophy of socialism has gradually permeated the entire structure of 
society the world over. '' 

Nehru advocated that the Congress take up the cause of labor and the 
peasantry, pointing out that " . . . the measure of the strength of our nation- 
al movement will be the measure of their adherence to it." The All-India 
Congress Committee had accepted his broad ideas of social and economic 
change in a resolution passed in Bombay prior to the Lahore Congress. 
Nehru asked the Congress to "set its seal on it" and to lay down some 
general principles under which the All-India Congress Committee, in co- 
operation with the Trade Union Congress, could fill in the details." 

Nehru's ambition was to bring the Trade Union Congress closer to the 
Congress party a11d at the same time inculcate socialistic and proletarian 
ideas into the Indian Congress party. He realized his limitations because of 
the '%ourgeoisn orientation of the Congress membership. But not only was 
the Congress disinclined, the labor elements distrusted the Congress, and 
hence were reluctant to enter into full cooperation with it. '' 

By this time Nehru had come a long way toward leadership of India, 
but he was only beginning. 
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NEHRU, RISING LEADERSHIP, AND MARXIAN ORIENTATION 

The late 1920's found India in a state of suspendedexcitement. Among 
other things, the Simon Commission was in the country studying the prog- 
ress of political development under the Government of India Act of 1919. 
The all-British membership of this Commission and the nature of its mis- 
sion violated the nationalistic sensitivities of the Indians, therefore it was 
boycotted. In answer to the British action, the Congress initiated an All- 
Parties Conference, under the chairmanship of Motilal Nehru, to determine 
general principles for an Indian constitution. This was an effort to display 
unity among all sectors of Indian society vis-a-vis the British. The Confer- 
ence, after much deliberation, finally recommended that a constitution be 
created on the basis of Dominion Status. The Congress accepted these rec- 
ommendations but made ii: clear that this would be Britain's last'chance to 
give-India self-governme~~t on a Dominion basis. If Britain did not grant 
India self-determination by December 31, 1929, the Congress declared, the 
Indians would take steps immediately thereafter to win completeindepend- 
ence as quickly as possible. '" 

The British attempted to mollify the Indians by calling a Round- 
Table Conference consisting of a11 major parties of India to meet in Lon- 
don and discuss the Simon Commission Report. The first conference met in 
1930, but the National Congress, which claimed to represent all of India, 
refused to send delegates. 

On the first day of January, 1930, because of the British refusal to 
meet the wishes of the Congress, a declaration of independence was made. 
Emotions ran high in India as a result, and Gandhi's non-violent, civil-dis- 
obedience campaign which was in progress added to the excitement. The 
British countered with stern measures, imprisoning the Congress leaders 
and outlawing the Congress party, 

Though the British measures disorganized the Nationalist activities, 
fermentation inside India continued. Socialist ideas became more popular, 
especially among the youth labor organizations. By 1934 a Congress So- 
cialist party had been created within the National Congress, and a Com- 
munist party had been ~rganized.~' Without doubt, the World Depression 
encouraged this increasing emphasis toward the left. Nehru, himself, who 
by this time held an impressive position in the Congress, viewed the de- 
pression in Marxist terms and was convinced that capitalism was doomed 
and that British rule was untenable. 32 

In 1931 the National Congress itself made its first constructive move 
toward seeking "economic equality" and advocating socialism in the form 
of a Resolution on Fundamental Rights, 3 3  Both labor and the peasants 
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were promised many concessions: labor, a living wage and protective leg- 
islation; the peasant, relief from high rents and taxes. The general economic 
program provided that all basic industries, transportation, and communi- 
cations were to be publicly owned. " Gandhi's influence precipitated a 
provision that cottage industry was to be encouraged and foreign cloth 
boycotted. 35 

Despite Nehru's socialistic thinking he joined neither the Communist 
nor the Socialist party; the Congress Socialist party tried to " . . . radical- 
ize the Congress programme and to direct that body toward the path of 
revolution. . . . " Nehru opposed all "fissiparous tendencies" as politically 
unsound. 3 V e  showed political astuteness by this policy and indicated 
his devotion to political leadership. This is not to impugn his sincerity, 
however, in advocating socialism. 

Following the Round Table Conferences, to which the Congress sent 
a delegate (Gandhi) only once, Parliament passed the Government of In- 
dia Act of 1935, which gave the provinces considerable autonomy, though 
with "safeguards." A dyarchy was formed at the center. The National Con- 
gress opposed the Act and refused to cooperate with it in the beginning. 

In the interim, following the disorganizing effect of the British sup- 
pression during the civil disobedience campaign of the early 'thirties, Con- 
gress was busily engaged in reorganizing and whetting its opposition to the 
British. Nehru had been president of the Congress in 1929, again in 1930, 
and he was elected once again in 1936. His 1936 tenure followed the in- 
tensity of the World Depression which plagued India as well as other 
countries. Nehru's presidential address to the 1936 Lucknow session re- 
vealed a more emphatic attack against capitalism and a more persuasive 
advocation of Marxism than did his earlier addresses to the Congress. Sit- 
aramayya writes of Nehru, "when he had presided over the Lahore session 
in 1929, he stated in his presidential address that he was a socialist and re- 
publican. When seven years later he presided over the Lucknow session 
(April, 1936) he reached the logical fulfillment of socialism-namely com- 
munism." 3' 

Nehru told the Congress that he felt that capitalism was doomed; that 
the whole world was undergoing a socialist revolution. He said: 

We must try to see and understand the whole picture, and if we do so 
we can not fail to observe an organic connection between them which 
endures through changing situations. If once we grasp this organic 
bond, the world situation becomes easier to understand and our own 
national problems take their proper places in the wider picture. 38 
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Nehru then told the Congress that only one area, the U. S. S. R., had 
escaped the consequences of the depression "where in marked contrast 
with the rest of the world, astonishing progress was rnacle in every direc- 
tion." He further noted that not only was imperialism a force of the "de- 
caying capitalism" but that fascism had been resorted to in order to over- 
come its di€Ficulties. India, he said, would stand with the socialist. and na- 
tionalist as opposed to the fascist and imperialist. as 

Nehru then tunled from his broad concept of determinism and laid 
down a socialist thesis for the Congress to chart its course by. He said: 

I arn convinced that the only key to the solution of the world's prob- 
lems and India's problems lies in Socialism and when I use this word 
I do not do so in a vague humanitarian way but in the scientific, eco- 
nomic sense . . . That means the ending of private property, except in a 
restricted sense, and the replacement of the present profit system by a 
higher ideal of cooperative service. 

The speech shows a clear recognition, however, that the Congress was 
not fully behind Nehru's "advanced" ideas for solving the economic: prob- 
lems of India. He told the Congress session that he would like it to become 
a socialist organization, but he said, "I realize that the majority in the Con- 
gress, as it is constituted today may not be prepared to go this far."" 

Sitarainayya writes that Nehru, "full of Communistic and Marxian 
ideas," was disappointed with the achievements of the Congress. He took 
three ardent socialists" into the Working Co~nmittee'~ with him, but the 
majority of the Committee consisted of Ganclhi's followers who in a solid 
block opposed Nehru's ideas for achieving industrialization. '' 

Gandhi, who was the inspirational leader of the Congress, would con- 
centrate on religious salvation of the masses rather than on economic de- 
velopment that would lead to an industrialized society; he would assist the 
people only in meeting the necessities of life, which he felt cottage industry 
would provide. " Nehru very frankly opposed his economic ideas. 

Nehru made it clear to the Congress that he wished for the advance- 
ment of socialism in India but that he had no desire to force the issue and 
thereby create difficulties for the independence movement." "is again 
was an astute move, for had he insisted on the implementation of a dog- 
matic doctrine he surely would have endangered his political leadership 
and split the Congress. 

Constitutional changes were recommended by Nehru to give the mas- 
ses greater participation in the Congress organization. He said, "The Cong- 
ress must be not only for the masses, as it claims to be, but of the masses; 
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only then will it really be for the masses." The separation between the mas- 
ses and the Congress he ascribed to the fact that leadership was from the 
middle class, He recognized, though, that middle-class leadership was a 
necessity. 4' The success of his exhortation is revealed by the constitutional 
amendment readjusting the proportion of urban to rural representation in 
favor of the rural segment. '" 

Nehru was elected president again in 1937. Following him in this 
high office in 1938 was Subhas Chandra Bose, who was also a socialist. 
The Congress was not averse to electing socialist leaders although it was 
not a socialist party. Neither was the Congress a large capitalist party-as 
was evidenced by the election results for the provincial assemblies in 1937. 
Of ninety-three seats in all provincial assemblies to represent large capital- 
ist interests-thirty-seven for landlords and fifty-six for commerce and in- 
dustry, the Congress secured only seven of these seats, or seven and one- 
half per cent of the total. 4 "  

Gandhi's ideal of village economy and small scale, decentralized in- 
dustry did not entirely prevail as the major economic policy of the Con- 
gress. Through Nehru's influence, the Congress in 1938 moved another 
step toward a socialist economic policy calling for a planned industrialized 
economy. A resolution was passed in the Working Committee of the Con- 
gress, of which Nehru was a member, directing the president to appoint a 
National Planning Committee to gather necessary facts for economic plan- 
ning and to formulate an economic plan for India. President Bose appoint- 
ed the Committee and named Nehru chairman. 5 0  

Since the Karachi Resolution on Fundamental Rights (1931) th' is was 
the first significant step toward the formation of a socialist state, and Nehru 
was the guiding figure. Nehru's philosophy was put on record through the 
Committee's report: 

We have agreed to State ownership and control in regard to defense in- 
dustries, and State ownership or full control of key industries and pub- 
lic utilities . . . In regard to land . . . we have decided that the objective 
should be the introduction of the cooperative principle to the largest 
possible extent and the organization of land collectives and cooperat- 
ives . . . Our general objective . . . is one of a socialistic planned struc- 
ture run by the Community for the benefit of the Community. 

The Committee appointed twenty-nine subcommittees to deal with 
individual problems. These subcommittees covered almost every phase of 
Indian life: agriculture, industries, demographic relations, transportation 
and communication, commerce and finance, public welfare, and educa- 
tion. 62 
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The Committee made a noble effort and accomplished a great deal, 
but its functions ceased during World War I1 because of the political tur- 
moil that developed with the war. As a result of opposition to British rule, 
specifically the unilateral act of the British in committing India to the war, 
the Congress Party leadership, including Nehru, spent much of the war 
period in jail. 

NEHRU, INDEPENDENCE, AND ECONOMIC PROBLEMS 

The advent of World War I1 aggravated the political situation in In- 
dia, with the Congress ministers resigning their posts in protests against 
Britain's engaging India in the war without its consent. " Negotiations did 
not prove to mitigate the differences of opinion, whereupon the Congress in 
1942 resolved to start a mass struggle for independence "on. the widest 
possible scale." The British retaliated with stern repressive measures, in- 
carcerating the entire Congress leadership. 54 

Negotiations were resumed at war's end, with the British committed 
to a policy of granting independence either within or outside the British 
Commonwealth of Nations. Hence the Cabinet Mission was dispatched to 
India to mediate the difference be~ween the Moslem League 55 and the Na- 
tional Congress and to assist in forming a sdtisfactory government to accept 
the transfer of sovereignty. 

The Cabinet Mission was not able to find a common ground on which 
the two protagonists could unite. After much discussion, an interim gov- 
ernment was formed, and Nehru and his colleagues were sworn in as mem- 
bers of the Viceroy's Executive Council. But the Moslem League's entrance 
into the Council and its refusal to join the Constituent Assembly disrupted 
the hopes of unity between these two factions. With the British position 
in India becoming more untenable, the British government finally made a 
wise declaration that by June, 1948, sovereignty would be transferred to In- 
dia. Almost a year before this date, on August 15, 1947, the transfer was 
made, not to a united India but to Pakistan and the Congress-controlled 
Government of India as separate states. '' 

The immediate effects of this transfer caused serious economic dif- 
ficulties for both governments. In addition to already-existing economic 
problems, the partition disrupted what economic unity British rule had 
provided, and mass population transfers created a staggering refugee prob- 
lem that intensified the difficulties of economic adjustment. '' 

In addition to the immediate economic problems created by the par- 
tition, "the social and economic effects of the Second World War on India 
were profound and far reaching." Although war demands increased indus- 
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trial manufacturing activities, various daicult problems of "reconstruction 
and readjustment" arose. The war has been regarded as marking the be- 
ginning of a new social order, and together with the complexity of modem 
economics, as stimulating "an almost universal impulse towards a planned 
reconstruction of the entire pattern of economic life,"" 

The National Planning Committee, under Nehru's leadership, initi- 
ated a stimulus for planning whicli was followed by the creation of various 
plans from dBerent sectors of the Indian society. Among these plans were 
the Bombay Plan, the People's Plan, the Gandhian Plan, and the Govern- 
ment of India Plan of 1944. The Bombay Plan and the Government of In- 
dia Plan were based on a modified ca~italist structure. The Gandhian Plan 

I 

emphasized cottage industries and rural development, but with special at- 
tention given to engineering, chemicals, and basic industries for defense. 
The latter were to be planned in a way that would not hinder, but rather 
help the growth of cottage industries. " The People's Plan, sometimes 
called the Royist Plan (after M. N. Roy, leader of left-wing labor in India), 
was decidedly left, advocating a strict socialist state. '' 

The National Congress also resumed its planning activities after the 
war, faced with "a very delicate task" of mobilizing public opinion in the 
confusion caused by the competing plans." The objective laid down by 
the Congress Planning Committee, in Nehru's words, was "the establish- 
ment of an egalitarian society in which equal opportunities are provided for 
every member . . . and an adequate minimum of a civilized standard of 
life is assumed. . . . "" This objective was to be realized by the formation 
of an essentially socialist state. It  harked back to the Karachi Resolution on 
Fundamental Rights of 1931 which laid down the first economic policy of 
the National Congress; and it provided for state ownership or control of 
all key industries, services, mineral resources, railways, waterways, ship- 
ping, and other public utilities. Private industry was to be integrated by 
e d o d  compliance with the basic policies. 

The Committee suggested that state-owned and -operated industries 
should be administered through autonomous public trusts created for the 
purpose; it was thought that in this way the efficiency of private industry 
could be realized. If private industry was to be nationalized, the Comrnit- 
tee recomeladed ''fair compensation" be given to the owners. '' 

Out of deference to Gmdhi and also for ~ractical reasons the Com- 
I 

mittex assigned a .  important role to cottage industry in its quest to raise 
the immediate standards of living of the masses. Cottage indushy was con- 
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NEHRU AND THE RISE OF THE MODERN STATE O F  INDIA 19 

sidered transitional, however, and was to be coordinated with larger in- 
dustry. '* 

The National Committee's Plan was essentially the policy of the Con- 
gress at the time it controlled the Interim Government under Nehru's lead- 
ership. However, in 1947 Nehru clearly stated that India had to depend 
on a great deal of private enterprise for the present, but he emphasized 
that it must function within a state-controlled plan. 

Following independence there was confusion as to just what the gov- 
ernment economic policy would be. The Economic Program Committee of 
the Congress Party initiated and secured passage of an Economic Program 
in the All-India Congress Committee which, Nag writes, outlined the so- 
cialist ideal to be achieved and not a program for immediate implementa- 
tion." Ghosh, on the other hand, writes that as the Congress party gained 
more and more control of the Interim Government, the demand for nation- 
ization gained momentum, and that the Economic Program Committee de- 
sired a "drastic" nationalization program calling for immediate nationali- 
zation of other industries within five years. '' 

Ghosh further writes that when the Congress assumed authority of the 
- 

Government after independence, several legislative measures were initiated 
putting the "brake on private enterprise and initiative." He assessed the re- 
sults as "disastrous7'-physical output declined, production cost rose, and 
confidence fell. 

In order to mitigate the confusion in the people's minds and to initi- 
ate an economic program for the state, the government issued its Industrial 
Policy on April 6, 1948. The fundamental objective, in general terms, was 
"to establish a social order where justice and equality of opportunity shall 
be secure to all people."The immediate goal, however, was to achieve self- 
sufficiency, '' which in turn called for increased production. Production 
was to be emphasized rather than redistribution of existing wealth; hence 
the Government was reluctant to disturb the existing industrial structure 
and thereby gave it ten years' graces7' 

Prime Minister Nehru, speaking of this policy resolution in the Do- 
minion Parliament stated that: 

One had to be very careful that in taking any step the existing structure 
was not injured very much. In the state of affairs in India today, any 
attempt to have a "clean slate" . . . would certainly not bring progress 
nearer but rather dela it tremendously. The alternative to the "clean 
slate" was to try to ru g out here and there, to write on it gradually, to 
replace the writing on the whole slate, not too slowly but nevertheless 
without a great measure of destruction in its trail. 71 
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The Communist Party of India, on the other hand, was impatient. I t  
insisted that both the ultimate and the immediate objective of maximum 
production would necessitate the immediate removal of private capitalism 
and the profit motive from industry and that immediate nationalization of 
all vital concerns should be a first condition for a planned economy in In- 
dia." 

The Industrial Policy also reached out into the rural areas prescribing 
a definite role for cottage industries in the economy. I t  was felt that cot- 
tage industries not only offered scope for individuals, villages, and cooper- 
ative enterprises, but that they were better suited for more efficient utili- 
zation of local resources-material and human. 

The National Planning Committee firmly believed that the Zamindari 
system had "outlived its utility" and was a heavy burden on the peasants. 
It recommended abolition of the system, after which all the provincial" 
governments committed themselves to the same reform. By 1949 many of 
the provinces had promulgated legislation abolishing the Zamindari system 
and had established funds to make the readjustment. This involved an out- 
lay of considerable money and necessitated gradual enforcement to pre- 
vent confusion. '' The Five Year Plan reveals that much had been done by 
the time of its initiation to dissipate the system, but it urged the expedition 
of the program. '" 

The Indian government, in promulgating its economic policy, was 
faced with a problem of inflation. The Finance Minister, John Matthai, 
summarized India's problem in December, 1948, as "a marked inflationary 
trend on the one hand and low-level investment and business activity on 
the other." To help rectify this situation, private industry was encouraged 
by way of tax relief, protection against foreign competition, and customs 
relief on raw materials and machinery imports. " 

As the above discussion reveals, Nehru, at the helm of theGovernment 
of India, did not recklessly forge ahead with a dogmatic socialist policy, 
but attempted to meet India's needs as expeditiously as possible with the 
resources at hand. The long-term ideal was not relinquished, however, as 
was evidenced by the passage of the Industries Bill of 1949 to ensure tight- 
er government control over industry. The bill provided for a system of li- 
censing for all new projects in order to closely direct development for the 
common interest on "sound and balanced" lines. A schedule for twenty- 
five major industries7' was established. The government was empowered 
to make rules for registration of existing undertakings and for regulating 
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the future production and development of the scheduled industries. Ghosh 
writes that the bill virtually proclaims the twenty-five scheduled industries 
"to be state monopolies which are, however, to be run for the time being 
by those who are at present in charge of them."" 

On January 1, 1949, the state nationalized the Reserve Bank of India; 
industries such.as the railroads, airlines, post, and telephones were also 
brought under state ownership and management. The government was also 
engaged in or planning for heavy industries, such as new steel plants, ma- 
chine tools, locomotive equipment and electrical power, that private capi- 
tal had been reluctant to engage in because of the high capital intensity 
required and small market possibilities. 

Since the government is the chief entrepreneur in India, it has at- 
tempted to balance its industrial activities by facilitating and encouraging 
industrial research in nationally-owned and -maintained laboratories. Neh- 
ru maintains that private industry has badly neglected this area of indus- 
trial development. 

The Indian Constitution. The Indian Constitution is another indication of 
Nehru's, as well as the Congress Party's, lack of dogmatism in forging a 
socialist state. This is revealed by the absence of specific references to a 
socialist state and by the fact that it is written in general terms, providing 
considerable scope for legislative implementation. Nehru, speaking before 
the Constituent Assembly on January 22, 1947, said in reference to an Ob- 
jectives Resolution he was introducing that: 

Others might take objection to this Resolution on the ground that we 
have not said that it should be a Socialist State. Well. I stand for so- 
cialism and, I hope, India will stand for socialism and that India will 
go towards the construction of a socialist state . . . But we want this 
Resolution not to be controversial in regard to such matters. Therefore 
we have laid down, not theoretical words and formulae, but rather the 
content of the thing we desire. 

The Constitution in its final form contains in Part IV the "Directive 
Principles of State Policyw which lay down in broad terms the economic 
policy of India. I t  is described as "unique," however, in that it specifically 
states that the policy principles are not enforceable in any court. 

The state, in Article 38, is directed "to promote the welfare of the 
people by securing and protecting as effectively as it may a social order in 
which justice, social, economic and political, shall inform all the institu- 
tions of the national life." 

The details of the broad policy in Article 38 are spelled out more spe- 
cifically in Article 39, providing that all citizens have a right to an adequate 
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livelihood; that ownership and control of material resources must be dis- 
tributed to serve the common good; and that the functions of the economic 
system should not permit the concentration of wealth and means of pro- 
duction in a way detrimental to the common interest of the community. 

The sanctity of private property is upheld as evidenced in Part 111, 
Article 19, which states that all citizens have the right "to acquire, hold 
and dispose of property." Property can not be taken from a person except 
by authority of law, the efficacy of which depends upon compensation for 
the property taken (Article 31 ) . The provisions of Part 111 are enforceable 
in the courts of law. 

These provisions show clearly that the Constitution is not a radical, 
doctrinaire instrument. Private property and private enterprise are permit- 
ted "within the law." The State, on the other hand, is given considerable 
breadth in implementing the general principles; and with concern for 
economic as well as ~olit ical equality, it clears the way for the creation of 
a socialist or welfare society. 
The First Five Year Plan. The First Five Year Plan represents the first ma- 
jor step toward implementing the general principles in Part IV of the Con- 
stitution. By March, 1950, a Planning Commission had been authorized 
by the Indian Legislature and subsequently appointed. Its objective was 
to create a plan that could achieve the "most effective and balanced utili- 
zation" of material and human resources, fix priorities, and determine the 
kind of machinery needed to implement the plan.84 

In April, 1951, the plan was initiated with two general objectives in 
view: first, to increase production; second, to reduce the inequalities in - 
the Indian economy. Political and economic "democracy" as a goal, ac- 
cording to the Plan, could be achieved only by avoiding unregulated priv- 
ate enterprise and by replacing the acquisitive spirit with cooperative ef- 
forts. In reality the Plan envisaged a mixed economy in which private en- 
terprise would cooperate with public authority, all under broad direction 
of the government, in achieving the economic goals. 

The nublic endeavors under the Plan were to be concentrated in the 
I 

development of agriculture, irrigation and power, social services, and the 
completion of industrial proiects already under construction. The pri- 
orities determined by the Planning Commission placed food production at 
the top, which called for more scientific farming and increased irrigation. - 
Complementary to the irrigation projects is the development of hydro- 
electric power, which also is a primary need in industrialization. 

The Planning Commission perceived the immediate limitation of the 
state in trying to engage in every economic activity and thereby temporari- 
ly assigned to private enterprise major development in the fields of indus- 
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try and commerce. The government, however, assumed the responsibility 
for assisting and directing these private activities. The planners emphas- 
ized that private enterprise would have to "visualize for itself a new role 
and accept in the largest interests of the country a new code of disci- 
pline." 

In meeting the second objective of eliminating large inequalities in 
distribution of wealth, fiscal and legislative measures were suggested. The 
imposition of an inheritance tax, progressive tax measures that would fall 
heaviest on the rich, and the expedition of the abolition of the Zamindari 
system were advocated measures. Other suggestions included raising the 
standards of living of the people most injured by the inequalities by giving 
the tenant protection from exploitation, providing labor welfare, and by 
creating institutions or organized credit that would dispense credit to a 
wider range of people. Pp The Commission was candid, however, in point- 
ing out that these inequalities must not be eliminated too rapidly because 
of the danger of affecting the level of savings, which in turn would limit 
capital formation and development. B0 

Cottage industries were also considered useful in meeting the object- 
ives of the Plan in regard to economic development because they opened 
up  employment opportunities and provided production potentiality. 

In the strict sense of the word, this Plan did not establish a socialist 
state, though this was clearly the ideal. The emphasis was not on the sys- 
tem but on production of both capital and consumer goods. The most ef- 
ficient and expedient methods, tempered by democratic and humanitarian 
ideals, were sought. Self-sufficiency was the major aim of the government 
-which called for government response in many fields where private enter- 
prise would not venture. But where private enterprise could be induced to 
invest and to do so more efficiently, the government insisted that it do so. 

The First Five Year Plan ended in March, 1956, but for two years 
previous to that date the Second Five Year Plan was in preparation. The 
latter plan in general is a continuation of the first, reflecting the same basic 
philosophy. India proclaims that the achievement of the "socialist pattern 
of society7' continues to be the objective. Private enterprise, however, is 
sanctioned and even encouraged in those areas where it is furthering "truly 
social ends." O1 

SUMMARY AND EVA1,UATION 

Nehru early in life became a devout nationalist and subsequently of- 
fered the nationalist movement a dynamic and progressive leadership. 
Gandhi, the highly-revered, saint-like father of Indian independence, had 
given the movement inspiration with his simple ethical and religious ideas. 

88. Ibtd. 
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Nehru, man of this world, saw India as a potentially industrialized modern 
state taking an important place among the family of modern nations. His 
leadership strove in this direction, often in conflict with the Gandhian ideal 
of a village economy and spiritualized state. 

Nehru was not an advocate of a capitalist economic system; he had 
become emotionally sickened by the colonial position in which the British 
capitalists had placed his country. Capitalism to him was an exploitive 
system, leaving little for the masses except bare subsistence. His broad con- 
cept of economics goes back to the 1920's when he became concerned with 
the poverty of the Indian masses and imbued with the Marxian ideology. 
His attachment to the Marxian ideal was not a dogmatic doctrinaire ad- 
herence, however. Most of his energies were spent in political leadership 
for independence. I t  is believed that he never undertook a really deep 
study of economics, but grasped for broad concepts that could meet his 
ideological needs in pursuit of Indian self-determination. He astutely re- 
alized that the only effective force against the British would have to be im- 
pressive in size and united in effort. The Congress party was the only 
agency in India capable of this task. Without a doubt Nehru was awed by 
the adventure of leadership, and what greater leadership could be achieved 
in India than that of the Congress? Yet, the Congress was not easily per- 
suaded into accepting a radical economic and social policy. 

Nehm's leadership of the Congress reveals a longing for the adoption 
of a socialist goal, but also shows moderation in pushing the issue. It was 
not until 1936 that he became emphatic in his efforts to inculcate Marxian 
principles into the Congress policy; still he was careful not to unduly dis- 
unite the party by his insistence. In 1938 he won a constructive victory by 
convincing the Congress to prepare a plan for the organization and direc- 
tion of the Indian economy to go into effect when independence was 
achieved. By 1947 the Congress was in a position to undertake the task of 
governing India, and, in assuming the responsibility, was committed to the 
socialist ideal. 

India was an economically backward country, and the capitalism that 
had penetrated the land, though it left many beneficial things, did not pro- 
vide a balanced growth for the Indian economy. In fact, it had upset the 
delicate balance in the Indian agrarian economy by displacing the handi- 
craft industry, leaving much of the Indian population idle for a good part 
of the year. The impact of this ~ r o b l e m  convinced Nehru that winning in- 
dependence was not enough and that the physical needs of the people had 
to be filled. His foresight persuaded him that nationalist leadership should 
seriously consider planning for meeting India's greatest problem-economic 
development. 

One should not be too critical of Nehru's seemingly blind adherence 
to the Marxian ideal. At least he had the foresight to abstain from joining 
the Communist International and to reject the inhumanity of communist 
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methods used in the Soviet Union. As an ideal he sought a socialist state, 
in reality he compromised with private enterprise, giving it a significant 
role in the planned economy but with temporary tenure and rigid regula- 
tion. 

In any critical analysis of the Indian economic policy one must take 
into consideration circumstances as they exist in India. In the United States 
we have had ample econo~nic growth and widespread prosperity to con- 
vince us of the efficacy of the capitalist system. In India, on the other hand, 
many factors darken the outlook for a healthy private enteil~rise system. 
Economic growth in the United States has been long and gradual. India, 
on the contrary, demands a rapid economic growth, due essentially to what 
economists call the "demonstration effectv-in other words, a desire to reach 
the level of development seen in other states. In the United States entre- 
preneurship, technology, and natural resources have been abundant, and 
general wealth has been sufficient to stimulate their use. In India's tradi- 
tion-bound society there has been a deficiency of entrepreneurship; scien- 
tific discoveries have been made but not utilized for advancing economic 
growth. India has a tremendous population burden on the soil. Other hin- 
drances lie in a dearth of education and wealth that could be utilized for 
general economic development plus a traditional psychology of saving that 
has not been conducive to industrial investment. 

India has suffered from what Nurkse calls the "vicious circle of pov- 
erty,"!" with only enough to sustain life, and that rather pre- 
cariously. Much of the surplus production has been absorbed in population 
increases. Foreign investments that could contribute to n balanced growth 
have not ventured with capital and skills into India because first, they were 
not welcomed, and second, there was not a sufficient domestic market to 
~ ~ u r c l ~ a s e  the produce. Foreign aid can help, but the bulk of Indi a ' s eco- 
nomic growth will depend upon her own economic resources. The govern- 
ment will have to povide much' of the entrepreneurship, as it presently 
doing, and force the economy by strict regulation to save through various 
means, such as taxation, and then direct the savings into productive chm- 
nels. 

Nurkse writes that an excessively populated country should concen- 
trate its major efforts on industrialization in an attempt to utilize the "dis- 
guised unemployedoJ of the countryside for capital construction. He 
theorizes that a "substantial improvement in agricultural technique can 
come perhaps only as a result of industrial development.""" 

!f2. l{agni~r Nurkse. Prol11c111.q o j G n p i t n l  #'nrr~iation i ~ r  U ~ r t l r ~ ~ ~ d c ' ~ ~ c l o p r ~ r l  (:oror t~ ' i r , s  (Oz- 
ford.  19551, p. 57. The poverty circle is a s  follo~rs: " ( a )  the low income 1r~rc.l to (11) t l ~ r  
slllall c.:cp:~city to swre, hence t o  ( c )  a 1:1eh- of c:~pital, leading to (11) low protlurtlvity ant1 
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The Five Year Plans of lndia have not followed Nurkse's theory, but 
have attempted to achieve a somewhat balanced growth in both agricul- 
tural and industrial production, weighted in favor of agriculture. The hu- 
mi~nitarian factor probably enters into this consideration. The Soviet Union 
and China have both emphasized industrial growth at a terrific expe,nse to 
humanitarian principles and at a high cost to the already poor peasants. 
India's efforts are concentrated on raising the low econo~nic standards of 
the masses who, of course, are primarily concentrated in the rural areas. 
This is a short-nln consideration in relation to industrialization, but it is 
hoped that by raising the productive capacity or per capita income of the 
general masses thnt some saving can be realized and a domestic market 
developed to absorb the industrial output of the planned industry. Only 
history will determine the efficacy of such a policy. 

The basic document outlining the Second Five Year Plan assesses the 
progress under the First Five Year Plan. It is indicated that India's na- 
tional income increased by eighteen per cent; food grains production in- 
creased by forty-five per cent. I~ldustrial production in 1955 is reported to 
have been twenty-two per cent higher than the 1951 level.!" These rather 
optimistic results can very easily be attributed to the efficiency of the Plan. 

Professor Balogh," an English economist who made a study of the 
progress of the First Five Year Plan early in 1955, evaluated the progress 
differently, however. He found that the planning and administering bur- 
eaucracy was not operating smoothly. Many of the development schemes 
were poorly coordinated and interdepartmental jealousy hampered the full 
utilization of the facilities available. He criticised the tendency for making 
political appointments and the inadequate qualifications of the civil ser- 
vants. 

Balogh's study reveals that actual accomplishments resulting from 
planning were not so encouraging. He believes thnt exceptional weather is 
primarily responsi\,le for the increased agricultural production. In early 
1955, investments in irrigation and other agricultural improvements had 
heen only half of what was planned. Land reforms, he reports, had been 
largely ineffective in many parts of lndia and plans for providing rural 
credit had not been executed with "sufficient vigor." The real increase 
achieved, Professur Balogh writes, must be attributed to the private sector 
of the economy in which there had been few new investments. Achieve- 
ments have been rei~lized largely through more efficient utilization of 
existing capacities. 

Balogh's conclusion was that India needs "a little more foresight, con- 
fidence and energy." But the modem state of India is new; time and ex- 
perience may provide a more optimistic picture. 

95. Second Five Year Plan, p. 2. 
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