


The State of
Indian Economy

Deendayal Upadhyaya was the President of a party the
roots of which were embedded in the cultural heritage of
this great nation. And which was averse to aping the
ready-made western models of material life. There 1s no
denying the fact that no party can today carry on the con-
cept of modern welfare-state without a cogent economic
policy. No party can attain political power merely on the
strength of cultural, religious and traditional ideals, with-
out closely working in tandem with the socio-economic
philosophy that is germane to the nation. Hence, when
Deendayal Upadhyaya assumed the leadership of
Bharatiya Jana Sangh (BJS), he tried to develop an eco-
nomic policy in consonance with its cultural emphasis.

The Jana Sangh was accused of being devoid of any
economic policy; but after the study of Upadhyaya's lit-



erature, it appears that probably his party and its workers
could not articulate the economic philosophy of the party
to the society. On the contrary, Deendayal Upadhyaya
has written immaculately only on the economic issues. In
the contemporary age of economic-centric cycle of
events, his reviews, assessments and evaluations were
thoroughly judicious, which are the subject matter of this
chapter in the light of his basic economic thoughts and
ethos. In addition to the contextual articles and lectures,
the following books present his views on the subject:

m The Two Plans: Promises, Performances, Prospects.

m Bharativa Arthaniti: Vikas kee ek Disha

m Devaluation- A Great Fall

Economic Outlook with the Concept of Equality
Deendayal Upadhyaya made his first economic exposi-
tion with 'Bharativa Jana Sangh kee Arthaniti' in 1953, on
the occasion of the U.P. Provincial Conference.
This was primarily meant for the workers'
Some of his camp in the Conference. But even before
writings suggest that some incidents took place that sug-
his basic ‘socialist' gest his basic 'socialist' instincts.
instincts. Howeuver, However, because of the evolution of
because of the evolu-  his philosophical thoughts he later on,
tion of his philosophi-  rejected 'socialism' in its technical
cal thoughts fe later  meaning. But it does not mean that he
on, rejected ‘socialism'  relinquished his basic 'socialist’
in its technical mean-  approach. Indications of his views are
ing. But he did not available even before he joined BJS and

fﬂﬂﬂqwﬁﬁﬁ' was a whole-time worker (pracharak) of
basic ‘socialist' Rashtriyva Swayamsevak Sangh (RSS) in
approach. U.P. While replying to the charge of the

RSS being ‘capitalist’ he said: "It is absolutely




We not
preposterous to think that Sangh wants to only want
nurture capitalists and zamindars." He  nationalisation of
asked, "Can lakhs of educated youth who the infrastructure
have dedicated themselves to the cause industries, but also
of the nation and work day and night want to apply this
think of working for the benefit of a on those who tend to

handful of zamindars?" ! monopolise them.
After the foundation of Jana Sangh,  Decentralisation of
many efforts were made to merge it with economic and

the Ram Rajya Parishad but they failed. political powers
At that time, the criticism of Ram Rajya is our guiding
Parishad by Deendyala ji is worth remember- principle
ing, "Ram Rajya Parishad,by keeping itself sepa-
rate from the United Front has proved that it represents
only reactionary and capitalist elements, and its pro-
grammes are drawn, not from the cottage of Karpatri ji
but from the palaces of landlords and Marwaris." 2

The public statement he gave in July 25, 1953 as
General Secretary of the Jana Sangh regarding its eco-
nomic programme is also worth mentioning, "Our eco-
nomic programme is absolutely socialist. It is committed
to end the inequality in the income and expenditure
frame of different sections of the society. We want to
establish a ratio of 1:20 between the lowest and the high-
est incomes. We not only want nationalisation of the
infrastructure industries, but also want to apply this prin-
ciple on those few who tend to monopolise them. The
decentralisation of economic and political powers is our
guiding principle. "In fact, it has been our demand that
the ex-zamindars and jagirdars should not be paid any
compensation. Though whatever is necessary for their
rehabilitation should be done." 3

The detailed elucidation he presented towards end of



that very year in the Provincial Conference of U.P. is

only a detailed manifestation of the same statement. But

its analysis is not the subject matter of this chapter.

Before a formal review of the economic policy and pro-

grammes is made, a recap of three incidents will help 1n

understanding his basic economic vision.

s The labourers of the Kanpur Cotton Mill had gone on

a strike against its modernization which they felt would

result in the retrenchment of the staff. Supporting this

strike, Deendayal Upadhyaya made an erudite commen-

tary delving into the nexus between capitalism and mod-

ernisation, "The question of modernization is complex. It

is not only related to the labourers (of this mill), but also

affects economic issues at all India level....In fact, mod-

ernization is at the root of the establishment of big indus-

tries and a capitalist economy. Today, the science is con-

stantly trying to introduce maximum automation and

minimising employment of human labour. These

inventions prove a boon where there is a

‘Iod'q, the sci- dearth of man-power, and there is an exten-

ence is constantly sive market for the products. In our coun-

Wmﬁmm try, every such new invention brings a
maxirmum automa- horrifying tale of unemployment." 4

tion and minimising s Deendayal Upadhyaya wrote an

employment of human  essay based on the case studies of the

labour. These inven- problems of vendors sans shops, in

tions prove a boon only  which he expressed his views as fol-

where there is a dearth  lows, ".....Probably, much more than

of man-power, and the number of shopkeepers, we have

there is an extensive ~ vendors who earn there bread on the

market for the way side pavements, rehris, khomchass,

products. etc. According to Delhi Municipal

Committee rules, they can not sell their arti-



While
cles at a fixed place. Delhi Traffic Police drawing a liv-

faces the problem of burgeoning traffic, ing pen-picture of
which, it feels is aggravated by such  vendors,the behay-
vendors. Since they occupy pavements, iour of the police
pedestrians have to use roads making  with them, and the
the latter congested and difficult for  mass-psyche created
motorists to pass through. The shop- by the whole sce-
keepers also have a complaint: because nario, Deendayal
of the pavement-sellers, their sales go  Upadhyaya plead-
down. There is also the question of keep- ed for a solution
ing the city beautiful. The barrows, trollies, to this prob-
broken trucks and untidy khomchas spoil the lern.
appearance of the capital. The Delhi Government
has initiated a drive against the pavement traders."

While drawing a living pen-picture of these vendors and
pavement traders, their inferiority complexes, the behav-
iour of the police with them, and the mass-psyche created
by the whole scenario, Deendayal Upadhyaya concludes,
"Today, just as we have the problem of land less cultiva-
tors, we also have the problem of the shopless traders. We
shall have to find a solution to this problem too." 3
= Jana Sangh had passed a resolution demanding that
diamond mines should be taken back from the leasehold-
ers in Vindhya Pradesh, and they be paid no compensa-
tion. Also, an independent corporation should be consti-
tuted for diamond mines in the state, "The Working
Committee expressed satisfaction at the report of the
Emerald-Diamond Inquiry Committee....The (Working)
Committee said that it was in favour of the establishment
of an independent corporation with the cooperation of
the government and the public, as recommended by the
Inquiry Committee. The (Working) Committee vehe-
mently opposed the suggestion of giving compensation



to the lease-holders because they had violated the
Sections 48 and 51 of the Mineral Concession Rules.
Hence according to Section 53 thereof, their leases
should be forfeited." ©

The above details are quoted here only to show that the
canard of Bharatiya Jan Sangh and its economic-philoso-
pher Deendayal are rightwing capitalist is baseless. This
canard stands exposed by Upadhyaya's literature.
Instead, the basic nature of his thoughts is economic-
equality, and integralism.

Review of Economic Policy: Indianisation (Bharatiyakaran)
of Economic Policy.

Upadhyaya expressed his views on various issues
relating to the economic policy from time to time,
through his statements and writings. In general, he
regarded it a blunder to imitate the foreign trends in the

economic sphere. There is a great difference in
our circumstances and those of the western

There cannot world. We shall have to Indianise our eco-
be two opinions nomic policy. Explaining his view,
that poverty Deendayal Upadhyaya has written,
should be "There cannot be two opinions that
eliminated. But poverty should be eliminated. But
today, the question today, the question is how it should be
is how it should be done. Should we follow the American
done. Should we model or the Russian model or that of

follow the American  the European countries? We shall have
model or the Russian (o understand that howsoever these

model or that economies may differ in details, there is
of the European one basic similarity. All have accepted
countries? the machine as the means of economic

development. And the machine has a univer-



Following
sal characteristic - maximum production unminded mech-

by small labour. Consequently, these anisation, the
countries had to find markets abroad for Western countries
their surplus production. Imperialism had to find markets
and colonialism were its natural out- abroad for their sur-
comes. This expansion might have plus production.

assumed different forms, but whether it Imperialism and colo-
be Soviet Russia, or America or  nialism were its nat-

England, all had to follow this ural outcomes.
path....... We shall have to admit that the Machine has a
path of India's economic development is universal char-
not the path of mechanisation........ The eco- acter.

nomic development of our country is possible
only through decentralised economy with cottage
industries as the backbone." 7

Upadhyaya did not regard it appropriate to build
Indian economy on the basis of big industries, given our
peculiar socio-economic conditions. In the field of agri-
culture, he favoured small self-holding fields. In 1939,
the Congress had passed a resolution in its session for
encouraging cooperative farming on the pattern of
Communist China. Upadhyaya rejected it declaring it
unpractical and undesirable.

Cooperative Farming

Deendayal noted that so far, agricultural reforms had
concentrated on granting ownership rights to the cultiva-
tor. The concept of cooperative farming will deprive him
of the ownership of the land, which is against our goal.
The ownership system of cultivation is in accordance
with the spirit of democracy and economically
viable. ... The proposed plan would once again reduce the
cultivator to the status of only an agricultural labourer.



His individual freedom and inspiration would be dead
and only dictatorial tendencies will develop." 8

In the Congress-resolution three stages were suggested.

m In the first stage, the extent of maximum limit of hold-
ing would be fixed. The extra land would be handed over
to the Gram Panchayat. This land would be cultivated
jointly by the cooperative organisation of all adults of the
village.

m In the second stage, all owners of non-profitable land
units would be asked to join and transfer their land to the
cooperative organisation.

m In the last stage, all the land would be owned by the
Gram Panchayat for cooperative farming.

From the above three-stage plan, it seems that econo-
my and sociology follow the dictates of the plan-makers.
It has been assumed that the neo-cooperative farming of
the first stage would be cost-effective and profitable.

Hence, the first stage non-profitable self-owned
holding would be voluntarily handed over to

Upadhyaya the profitable cooperative farm. Ultimately,
held the under the ownership of the gram-pan-
Congress plan of chayat, the entire village-land would be
Cooperative : converted into one farm. Upadhyaya
Farming a Utopian held the above plan a Utopian dream -
dreamand against unpractical and against the spirit of

the spirit of human human freedom. This would only fos-
Jfreedom.He said that ter bossism and degenerate into the
this would only fos- autocracy of the bureaucracy.

ter bossism and Jana Sangh was the protagonist of
degenerate into the  land-system based on ownership farm-
autocracy of the ing. And regarded the mechanization of
bureaucracy. agriculture inappropriate for the contem-

porary economic structure of India. However,



Restruct-
it accepted the need of determining upper uring of culti-

land-limit under one cultivation. Hence, vation-units on
Upadhyaya proposed a resolution that: the basis of owner-
m The maximum limit of land-acquisi- ship is practical
tion should be fixed. and is germane to

= Cultivators should be provided the our milieu. "Japan
facility to purchase and own the land  and other countries
under his cultivation. have utilised this
m The bhumihars (land-owners) with restructuring to
more land than the upper limit should be their best
asked to sell it off within three years. The advantage.
prospective buyer should be provided
finances from the cooperative banks or some
other financial institution. The cost of land should be
allowed to be paid in instailments.
m Chakbandi, i.e., consolidation of the land holdings
should be immediately started.
= Cooperative institutions should be established for pro-
viding loan, sale-purchase facilities etc.' 9

Upadhyaya holds that only restructuring of cultiva-
tion-units on the basis of ownership is practical and is
germane to our milieu. "Japan and other countries have
utilised this restructuring to the best advantage. Even
Poland had to take recourse to this system after facing
failure in the scheme of cooperative farming." 10

Deendayal Upadhyaya was of the view that instead
of legitimising bureaucratic mentality through gram
panchayats, in the name of cooperative farming, the
institution of gram-panchayats should be organised in
democratic way so that a decentralised political system
is initiated. Gram panchayats should become manifes-

tation of the philosophy of our ancient organised rural
life." 11



Nationalisation of Food-grain Trade
Besides the plea for cooperative farming, the Congress
resolution had suggested control over production and
distribution, and to achieve this, nationalisation of food-
grain trade. Upadhyaya regarded it impractical. In this
context. he made the following suggestions:
s Licences should immediately be granted to wholesale
grain merchants.
s Fair price grain shops should be opened in a large
number in all the towns and backward areas. Only the
services of the experienced wholesale and retail dealers
should be taken for this. New and inexperienced persons
should not be initiated into this work lest they create a
chaotic situation.
= At every level, all-party committees should be formed
to supervise the distribution at the fair price shops. !
Upadhyaya's opinion was the "the issue was a purely
practical proposition and did not warrant any
debate on ideological level." Criticizing Jana
The success of Sangh's stand on cooperative farming, the
cooperative Congress mouth-piece, 'Economic
farming ultimately ~ Review' (of April 1, 1959) had tried to
depends on the pub-  paint Jana Sangh as a 'supporter of cap-
Eafaynﬁc. not on its italists’, and called it names like,
_ This 'obscurantist’ and 'orthodox'. Replying
atmosphere will to it, he wrote: "The success of coop-
change only on under-  erative farming ultimately depends on
standing others' out-  the public-psyche, not on its manage-

look, and not by ment. This atmosphere will change
obstinately stick- only on understanding others' outlook
ing to one's erro- and accepting it for gathering more infor-
neous views.' mation, and not by obstinately sticking to

one's erroneous views.' 13




While

Upadyaya regretted that instead of pre- Nehru got his
senting arguments and reasoning for its resolution passed
disagreement with the policy-criticism riding high on the
and constructive suggestion proposed crest of his person-
by the Jana Sangh, the mouth-piece had ality, leaders like
only chosen to call names and indulge Morarji Desai,
in criticism solely on party lines. The  Munshi, Ranga and
views of the economic-politico elite of  Charan Singh vehe-

the country had endorsed this criticism of mt@aﬂ:osd
cooperative farming by Upadhyaya. In the the very idea of
Nagpur session of the Congress, Jawahar cooperative
Lal Nehru got his resolution passed riding farming.

high on the crest of his personality. But leaders
like Morarji Desai, Kanhaiyalal Manek Lal Munshi,
Prof. Ranga and Chaudhary Charan Singh vehemently
opposed the very idea of cooperative farming.
Consequently, bringing the resolution in the Lok Sabha as
legislation had to be deferred. Cooperative Farming could
not be implemented. The Congress resolution was not
supported by any party except the Communist Party.
During his most politically active period of two
decades, Deendayal Upadhyay would present his con-
structive and deep critque of economic-centric events and
economic policies. Of these, his 'Review of the Five Year
Plans' is most perceptible. Neverthelss, prior to delving
into that critique, it would perhaps be more appropriate to
discuss his reviews on three earlier occasions, in the con-
text of (a) P.L. 480 (1960), (b) Gold Control Act (1963)
and (c) the Devaluation of the Rupee (1966).

P.L 480.

During the Chinese aggression, not only the hollow-
ness of our military and foreign policies were exposed,



but in the matter of food grains also, we had to face such
a great shortage that we had to take recourse to seeking
foreign aid. This was the consequence of unfounded pri-
ority to big industries in the economic planning, and the
neglect of agriculture. Consequently, on the one hand,
we were preparing the Draft of the Third Five Year Plan,
and on the other, we had to sign an agreement with USA,
under their Public Law 480 for wheat on loan, valued at
Rs. 607 crore!

No doubt, such a relief was essential in the given eco-
nomic scenario and in view of the war-efforts. It was,
therefore, regarded a great achievement of the then
Agriculture Minister, S.K. Patil. For USA it was a win-
win situation, on all the fronts - economic, diplomatic
and political. President Eisenhower was so excited that
he himself signed it leaving aside the normal protocol,
when India was represented neither by the President nor

by the P.M., but only by one of the ministers.
Indo-American relations have remained

President strained because of India's anti-imperialist
Eisenhower and anti-capitalist outlook and pro-socialist
was so excited tilt. China, of course, was a Communist
that he himself country. USA policy, therefore, was to
signed it leaving avoid alienating India also. The Chinese
aside the normal aggression provided it with an opportu-

r when nity to expand its friendship in Asia
India was represented  against the communist imperialism by
neither by the showing warmth towards India. US sup-
President nor porters in India also hailed this agree-
by the P.M., but ment and the USA as a leader of the free
only by one of world, who had checked the march of
the ministers. Communist imperialism. In the backdrop of

this, Deendayal Upadhyaya wrote a lead article




It would be

in his regular column 'Political Diary' in the wrong to con-
'Organiser’. In this article, he comments, clude that the
.. It would be wrong to conclude that agreetment was a
the agreement was a simple act of com- simple act of com-

passion or diplomacy and USA does not  passion or diplomacy.
gain much from it. The fact is that PL  PL 480 was passed

480 was passed by the American by the American
Congress in 1954 for the economic stabil- Congress in 1954
ity of American agriculture and for the for the economic
extension of international trade of agricul- stability of its
tural products. Up to December 31, 1956, own agricul-
USA had sold to 38 countries agricultural prod- ture.

ucts valued at $4 billion 156 million (19, 78 crore
rupees). Hence, 1t should be clearly understood that this
agreement serves the interests of both the countries. Thus,
whatever political importance vested interests may try to
attach to it, we should view it only with a realistic and pur-
poseful outlook." 14

In addition to this political and diplomatic situation,
Upadhyaya was also deeply concerned with the tenden-
cy of over-dependence of our economy on foreign pow-
ers. He, therefore, emphasized the need of being cautious
in this respect: He said, "Although we do not underrate
the advantages of this agreement for the Indian economy
by way of import of food grains in such a huge quantity,
we counsel caution in this respect......In our country
more that 70% population depends on food grains and
other agricultural products as the main source of their
purchasing power. However, if the prices of agricultural
products fall down because of the policy of the govern-
ment to pile up buffer stocks, this will have a serious
impact on the country's economy. Would it not mean pro-
viding market to the American farmer at the cost of the



Indian farmer? There is one more cause of this appre-
hension. Under the agreement, in addition to the import
of wheat and rice, India has committed to buy
1,46,80,000 quintal wheat from the world market. This
condition has been imposed upon us to satisfy Canada
and Australia, because they fear that because of the Indo-
American agreement, their wheat market would shrink
substantially. This condition is grossly unjust since India
has been coerced to buy more food grain than it actually
needed. Obviously, this would lead to a great fall in the
prices of Indian agro-products, making them unviable."
Under this agreement, there was also a provision that
out of the payments made by India for the purchase of this
wheat, a sum of Rs. 95 crores would be spent in India
itself by the US embassy to ease financial situation in
country. Deendayal Upadhyaya pooh-poohs this idea and
says that it is not meant for easing the financial situation
in India but it is for nurturing US interests in India
and calls it a transgression by America in

If the prices of India. Under the impugned legislation, US
agriculturalprod-  Administration had proposed that loans
ucts fall down should be granted to private US compa-
because of the policy nies, or their subsidiaries in the benefi-
of the government to ciary countries or their collaborators or
P‘{‘ up ﬁfﬁﬁ"’ stocks, domestic companies assisting in the
this will have a serious  sale of agricultural products of
#npact on the country’s  American companies." Upadhyaya
economy. It would regards this provision known as
mean providing mar-  'Coolay Amendment in the PL 480’
Ket to US farmer at against India's economic independence
the cost of the and its quest for swadeshi.

Indian farmer. Dol . Because of this agreement, not
only they have secured a market for US agri-




With the
cultural products in India, but also passage of
reserved a privilege and facility for time, we have
American entrepreneurs desirous of been increasingly

enterprise in India. It would not be wise  becoming dependent

to shut our eyes to this far-reaching evil on foreign aid.
effects of these proposals.” Because of ‘adequate

Therefore, despite an immediate  availability' of suffi-
respite, we should remain vigilant to cient food grains,

insulate ourselves from the imminent  government might
evil effects. He writes: "With the passage ot become s&y—

of time, we have been increasingly becom- fish in its
ing dependent on foreign aids. We fear that efforts .

because of the 'adequate availability' of sufficient

food grains, the government might not become slug-
gish in its efforts of enhancing domestic production. The
US ambassador has claimed that America is following
the present policy to assure the struggling people of the
world-democracies that 'freedom and food both can go
together.' But what we want is 'our own freedom and our
own food." This is possible only when we again raise our
old slogan of 'Freedom From Foreign Food'......... We
shall, therefore, warmly greet Patil not on his return from
America, but when he boosts our production to achieve
self-sufficiency in food grains, and prove to the world
that he was free India's last Agriculture Minister trotting
the globe with a beggar's bowl for food." 13

Gold Control Order

Gold Control Order was promulgated on January 5,
1963 by the then Finance Minister Morarji Desai. The
Indian society's lust for gold had raised the price of yellow
metal so much that it went much beyond the international
prices. The war-torn country was facing lot many prob-



lems because of this. Not only did the government face
great difficulties in the forex market but excessive buying
of gold by people was having an adverse effect on India's
fledgling economy. In this background, Deendayal
Upadhyaya justified the provisions of the Gold Control
Order. But the way efforts were made to bring out gold in
the market, was termed unpractical and undesirable by
him. He said, "Morarj1 Bhai's gold policy 1s although jus-
tified in its objectives yet it is destined to meet a tragic fate
that the prohibition policy met. We fear that this would
push normal transactions underground, resulting in a great

loss to the revenue and a huge increase in black money."
Upadhyaya regards society's lust for gold extremely
undesirable. "Keeping in view the economic develop-
ment of the country, there cannot be any justification for
hoarding gold. It is unproductive and for the last decade
it had been exerting great pressure on our meagre foreign
exchange reserves. By investing in gold, neither
individual incomes nor the national income
Keeping in rises. It does not even generate capital for
view the eco- any additional employment. Hence, if
nomic development  people instead of hoarding gold, invest
of the country, there it in any other productive industry, they
cannot be any justi- would be doubly benefited. Not only
fication for hoarding ~ would they earn extra interest, devel-
gold. It is unproduc-  opment process would receive a boost
tive Mfﬂf the last and inspire savings and entrepreneurs.
decade it had been He emphasized the necessity of find-
exerting great pres- ing ways and means to drive our peo-
sure on our meagre  ple away from their lust for gold. The
.ﬂ’ﬂﬂ"w emotional call for accelerating war-

reserves.

efforts could not hold for long. Our lust for
gold has many political and economic rea-




Govt poli-

sons." Upadhyaya urged the government cies are
to take measures to overcome this lust. responsible for
He enumerated some of the more con-  unrealistic increase
spicuous causes: in the demand for

s The greatest cause of gold-attraction  gold. Huge money is
is the inflation. If the government can-  seeKing avenues for
not keep the prices (of essential com-  investment, blocked

modities), and the value of its currency because of the so
stable, the tendency to invest in a pre- called socialistic
cious metal is inevitable. obsession of
m The shortage of banking and credit facil- our econo-
ities is also an important factor. The rural Tists.

population have no other facility to preserve their
savings. They also have no provision for securing a
loan without a security deposit. If they have gold, they
can pawn and get money when in need.
m The feeling of economic insecurity also leads people
to convert their savings into gold. The middle class of
India 1s immensely infested with this tendency.
m Government's industrial and trade policies are also
responsible for this unrealistic increase in the demand for
gold. We have in the country a huge amount of money
that is seeking avenues for investment, which at present
are blocked because of the so called socialistic obsession
of our economic policy. The investors get scared by the
apprehension of nationalisation also. They, therefore, run
after gold, whether it is contraband or otherwise.
® The rampant corruption in the revenue departments
and the civic services has also increased the demand of
gold. This demand has created 'black money' with peo-
ple, which cannot be converted into 'white'. Hence, it is
converted into the yellow metal.

Deendayal Upadhyaya emphasized that we shall have



